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SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 6-K

REPORT OF FOREIGN PRIVATE ISSUER
Pursuant to Rule 13a-16 or 15d-16 of
the Securities Exchange Act of 1934

For the Month of May 2005

KOREA ELECTRIC POWER CORPORATION

(Translation of registrant�s name into English)

167, Samseong-dong, Gangnam-gu, Seoul 135-791, Korea
(Address of principal executive offices)

Indicate by check mark whether the registrant files or will
file annual reports under cover of Form 20-F or Form 40-F.

Form 20-F þ          Form 40-F o

Indicate by check mark if the registrant is submitting the Form 6-K in
paper as permitted by Regulation S-T Rule 101(b)(1):           

Indicate by check mark if the registrant is submitting the Form 6-K in
paper as permitted by Regulation S-T Rule 101(b)(7):           

Indicate by check mark whether the registrant by furnishing the
information contained in this form is also thereby furnishing the

information to the Commission pursuant to Rule 12g3-2(b) under the
Securities Exchange Act of 1934.

Yes o               No þ          

If �Yes� is marked, indicate below the file number assigned to the
registrant in connection with Rule 12g3-2(b): 82-           .
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This Report of Foreign Private Issuer on Form 6-K is deemed filed for all purposes under the Securities Act of 1933,
as amended, and the Securities Exchange Act of 1934, as amended, including by reference in the Registration
Statement on Form F-3 (Registration No. 33-99550) and the Registration Statement on Form F-3
(Registration No. 333-9180).
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Independent Auditors� Report

Based on a report originally issued in Korean

The Board of Directors and Stockholders
Korea Electric Power Corporation:

We have audited the accompanying consolidated balance sheet of Korea Electric Power Corporation and subsidiaries
(the �Company�) as of December 31, 2004 and the related consolidated statements of income, change in stockholders�
equity and cash flows for the year then ended. 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 audit. The
accompanying consolidated financial statements of the Company as of December 31, 2003, were audited by other
auditors whose report thereon dated March 26, 2004, expressed an unqualified opinion on those statements. We did
not audit the financial statements of Korea Southern Power Co., Ltd., Korea Midland Power Co., Ltd. and Korea
South-East Power Co., Ltd. whose total assets constituted 13.1% of the total consolidated assets as of December 31,
2004, and whose total income constituted 9.82% of consolidated income before income tax for the year then ended.
These financial statements were audited by other auditors whose reports have been furnished to us, and our report,
insofar as it relates to the amounts included for Korea Southern Power Co., Ltd., Korea Midland Power Co., Ltd. and
Korea South-East Power Co., Ltd., is based solely on the reports of the other auditors.

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

In our opinion, based on our audit and the reports of the other auditors, the consolidated financial statements referred
to above present fairly, in all material respects, the consolidated financial position of Korea Electric Power
Corporation and subsidiaries as of December 31, 2004, and the consolidated results of their operations, the changes in
their stockholders� equity, and their cash flows for the year then ended in conformity with the Korea Electric Power
Corporation Act, the Accounting Regulations for Government Invested Enterprises and accounting principles
generally accepted in the Republic of Korea.

The accompanying consolidated financial statements have been translated into United States dollars solely for the
convenience of the reader and have been translated on the basis set forth in note 2 to the consolidated financial
statements.

Without qualifying our opinion, we draw attention to the following:

As discussed in note 1(a) to the consolidated financial statements, in accordance with the restructuring plan by the
Ministry of Commerce, Industry and Energy on January 21, 1999, the Company spun off its power generation division
on April 2, 2001, resulting in the establishment of six new power generation subsidiaries. The Company has been
contemplating the gradual privatization of the Company�s power generation subsidiaries and distribution business. The
privatization of power generation subsidiaries may result in change in pricing of electric power, operation
organization, related regulations and general policies for supply and demand of energy. In addition, the Company was
also planning to privatize its distribution business. However, the privatization of the Company�s distribution business
was discontinued according to the recommendation of the Korea Tripartite Commission on June 30, 2004.
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As discussed in note 1(b) to the consolidated financial statements, accounting principles and auditing standards and
their application in practice vary among countries. The accompanying consolidated financial statements are not
intended to present the financial position, results of operations 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 consolidated financial
statements are for use by those knowledgeable about Korean accounting principles, Korea Electric Power Corporation
Act, the Accounting Regulations for Government Invested Enterprises, and Korean accounting procedures and
auditing standards and their application in practice.

As discussed in note 29 to the consolidated financial statements, sales and purchases with related parties, including the
six power generation subsidiaries, amounted to W367,148 million and W15,921,399 million, respectively, for the year
ended December 31, 2004. Related receivables and payables amounted to W41,060 million and W1,340,110 million,
respectively, as of December 31, 2004. In addition, the Company is providing debt guarantees to its foreign
subsidiaries in amounts not exceeding US$254 million including KEPCO Ilijan Co.

The Company and its six power generation companies including Korea Hydro & Nuclear Power Co., Ltd. are jointly
and severally liable for outstanding debts as of December 31, 2004 assumed by each company at the time of spin-off
on April 2, 2001 under the Commercial Code of the Republic of Korea. The Company is providing joint and several
liability guarantee for debts of its six power generation companies amounting to W1,101,550 million and the six
power generation companies are providing such a guarantee for debts of the Company amounting to
W328,103 million. In addition, the Korea Development Bank, one of the Company�s major shareholders, is providing
guarantees for some of the Company�s foreign currency debt.

As discussed in notes 1(f), 1(w), 20 and 28 to the consolidated financial statements, in October 2004, Korea
Accounting Standard Board issued Statement of Korea Accounting Standards (�SKAS�) No. 17 �Provision and
Contingent Liability & Asset�. In January 2005, the Company decided to early adopt SKAS No. 17. Under this
standard, the Company retrospectively adjusted the liability for decommissioning costs at the estimated fair value
using discounted cash flows to settle the asset retirement obligations of dismantlement of the nuclear power plants,
spent fuel and radioactive waste and the same amount was recognized as a utility asset. Due to the adoption of this
standard, the Company re-measured the liability for decommissioning costs and reflected the cumulative effect of an
accounting change up to prior year into the beginning balance of retained earnings. This accounting change, which
was recorded as of January 1, 2004, resulted in an increase in its utility plant, net of W1,504,173 million, liability for
decommissioning costs of W556,088 million, deferred income tax liabilities of W260,723 million and retained
earnings of W687,362 million, respectively. As allowed by this standard, the 2003 financial statements were not
restated. For the year ended December 31, 2004, net income increased by W107,969 million applying this new
standard.

As discussed in note 1(d) to the consolidated financial statements, KEPCO China International Ltd. and Jiaozuo
KEPCO Power Company Ltd. were newly included in consolidated subsidiaries during 2004.

Seoul, Korea
April 16, 2005

This report is effective as of April 16, 2005, the audit report date. Certain subsequent events or circumstances, which
may occur between the audit report date and the time of reading this report, could have a material impact on the
accompanying consolidated financial statements and notes thereto. Accordingly, the readers of the audit report should
understand that there is a possibility that the above audit report may have to be revised to reflect the impact of such

Edgar Filing: KOREA ELECTRIC POWER CORP - Form 6-K

Table of Contents 8



subsequent events or circumstances, if any.

Edgar Filing: KOREA ELECTRIC POWER CORP - Form 6-K

Table of Contents 9



Table of Contents

Korea Electric Power Corporation and Subsidiaries

Consolidated Balance Sheets

December 31, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars)

U.S. dollars
Won (note 2)

Assets 2003 2004 2004
Property, plant and equipment (notes 1, 3, 5, 17 and 31): W71,454,684 83,000,316 $ 80,185,795
Less: accumulated depreciation (16,875,523) (24,008,733) (23,194,602)
Less: construction grants (2,758,789) (3,182,366) (3,074,454)

51,820,372 55,809,217 53,916,739
Construction in-progress 9,550,651 7,516,932 7,262,035

61,371,023 63,326,149 61,178,774

Investments and others:
Long-term investment securities (note 6) 1,529,120 1,545,512 1,493,104
Long-term loans (note 7) 287,139 322,889 311,940
Long-term other accounts receivable, less discount on present
value of W35,576 in 2003 and nil in 2004 and allowance for
doubtful accounts of W16,013 in 2003 and nil in 2004 (note 21) 214,044 88 85
Deferred income tax assets 1,352,449 1,307,650 1,263,308
Currency and interest rate swaps (note 23) 131,429 314,755 304,082
Intangible assets (note 4) 515,993 611,958 591,207
Other non-current assets (notes 8 and 18) 242,094 256,571 247,870

4,272,268 4,359,423 4,211,596

Current assets:
Cash and cash equivalents (notes 9 and 18) 2,050,636 1,669,497 1,612,885
Trade receivables, less allowance for doubtful accounts of
W33,732 in 2003 and W38,660 in 2004 (notes 18 and 29) 1,605,355 1,705,741 1,647,900
Other accounts receivable, less allowance for doubtful accounts
of W14,521 in 2003 and W22,721 in 2004 and discount on
present value of nil in 2003 and W14,125 in 2004 (notes 18, 21
and 29) 458,360 494,347 477,584
Short-term investment securities (note 6) 161,596 52,168 50,399
Short-term financial instruments (note 18) 119,000 158,968 153,577
Inventories (notes 5 and 10) 1,447,998 1,708,031 1,650,112
Other current assets (notes 7, 11 and 18) 241,036 179,361 173,279
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6,083,981 5,968,113 5,765,736

Total assets W71,727,272 73,653,685 $ 71,156,106
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Korea Electric Power Corporation and Subsidiaries

Consolidated Balance Sheets, Continued

December 31, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars, except share data)

U.S. dollars
Won (note 2)

Liabilities and Shareholders' Equity 2003 2004 2004
Stockholders� equity:
Common stock of W 5,000 par value Authorized - 1,200,000,000
shares Issued and outstanding - 640,748,573 shares in 2003 and
2004 (note 12) W 3,203,743 3,203,743 $ 3,095,105
Capital surplus (notes 3 and 12) 14,544,520 14,543,916 14,050,735
Retained earnings:
Appropriated (note 13) 17,899,939 19,554,340 18,891,257
Unappropriated 2,331,549 3,585,495 3,463,912
Capital adjustments (note 14) (325,384) (408,311) (394,465)
Minority interest in consolidated subsidiaries 127,569 123,099 118,924

Total shareholders� equity 37,781,936 40,602,282 39,225,468

Long-term liabilities:
Long-term borrowings (notes 17 and 29) 15,813,509 15,072,766 14,561,652
Accrual for retirement and severance benefits, net (note 19) 635,049 886,367 856,311
Liability for decommissioning costs (note 20) 5,091,070 6,259,369 6,047,115
Reserve for self-insurance 87,926 93,352 90,186
Currency and interest rate swaps (note 23) 215,100 366,508 354,080
Deferred income tax liabilities 1,446,570 1,667,842 1,611,286
Other long-term liabilities 515,839 445,731 430,616

23,805,063 24,791,935 23,951,246

Current liabilities:
Trade payables (notes 18 and 29) 755,248 759,411 733,660
Other accounts payable (notes 18 and 29) 870,919 848,199 819,437
Short-term borrowings (notes 16 and 17) 210,169 413,609 399,584
Current portion of long-term debt (note 17) 6,625,916 4,227,710 4,084,349
Income tax payable 809,479 1,105,515 1,068,027
Accrued expenses (note 18) 317,868 256,218 247,530
Dividends payable (note 15) 2,324 2,501 2,416
Other current liabilities (notes 18 and 22) 548,350 646,305 624,389
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10,140,273 8,259,468 7,979,392

Total liabilities 33,945,336 33,051,403 31,930,638

Commitments and contingencies (note 30)

Total shareholders� equity and liabilities W71,727,272 73,653,685 $ 71,156,106

See accompanying notes to consolidated financial statements.
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Korea Electric Power Corporation and Subsidiaries

Consolidated Statements of Income

For the years ended December 31, 2002, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars, except earnings per share)

U.S. dollars
Won (note 2)

2002 2003 2004 2004
Operating revenues:
Sale of electricity (note 29) W20,406,404 21,834,288 23,346,910 $ 22,555,222
Other operating revenues 959,271 940,306 608,752 588,109

21,365,675 22,774,594 23,955,662 23,143,331

Operating expenses (notes 24, 25 and 29):
Power generation, transmission and distribution
costs 13,405,043 14,391,644 16,533,729 15,973,074
Purchased power 1,207,381 1,383,818 1,411,131 1,363,280
Other operating costs 545,867 539,104 249,206 240,755
Selling and administrative expenses 1,160,601 1,236,230 1,294,122 1,250,239

16,318,892 17,550,796 19,488,188 18,827,348

Operating income 5,046,783 5,223,798 4,467,474 4,315,983

Other income (expense):
Interest income (note 31) 90,929 99,897 89,221 86,196
Interest expense (note 31) (1,016,422) (829,743) (737,839) (712,819)
Gain (loss) on foreign currency transactions and
translation, net 511,950 (206,572) 866,191 836,819
Donations (121,379) (185,805) (151,982) (146,828)
Equity income of affiliates (notes 6 and 31) 94,853 96,866 130,595 126,167
Gain on disposal of investments, net 433,151 45,244 16,585 16,023
Loss on disposal of property, plant and equipment,
net (10,991) (14,918) (11,186) (10,807)
Valuation gain (loss) on currency and interest rate
swaps, net (note 23) 64,008 (93,490) (169,241) (163,502)
Other, net 77,976 (25,388) 199,971 193,188

124,075 (1,113,909) 232,315 224,437

Ordinary income 5,170,858 4,109,889 4,699,789 4,540,420
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Income taxes (note 26) (2,103,792) (1,763,271) (1,795,170) (1,734,296)

Income before minority interest 3,067,066 2,346,618 2,904,619 2,806,124

Minority interest in net income of consolidated
subsidiaries (18,961) (23,193) (22,097) (21,348)

Net income 3,048,105 2,323,425 2,882,522 2,784,776

Ordinary and basic earnings per share (note 27) 4,770 3,686 4,576 4,421

Diluted earnings per share (note 27) W 4,770 3,677 4,510 $ 4,357

See accompanying notes to consolidated financial statements.
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Korea Electric Power Corporation and Subsidiaries

Consolidated Statements of Stockholders� Equity

For the years ended December 31, 2002, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars)

Won
Common Capital Retained Capital Minority
stock surplus earnings adjustments interests Total

Balances at January 1, 2002 W3,200,504 14,905,237 15,298,791 (43,465) 172,059 33,533,126
Net income � � 3,048,105 � � 3,048,105
Dividends declared � � (351,432) � � (351,432)
Gain on disposal of treasury
stock � (310) � � � (310)
Gain on disposal of
subsidiary�s common stock � (423,949) 423,949 � � �
Changes in minority interests � � � � 19,620 19,620
Changes in equity interests � 2,143 � (2,143) � �
Changes in treasury stock � � � 7,940 � 7,940
Changes in unrealized losses
on available-for-sale
securities � � � (19,050) � (19,050)
Changes in unrealized losses
on investments in affiliates � � � (51,607) � (51,607)
Changes in translation
adjustments of foreign
subsidiaries � � � (30,854) � (30,854)
Disposal of subsidiary�s
common stock � � � 982 (83,606) (82,624)
Other � � � 224 � 224

Balances at December 31,
2002 3,200,504 14,483,121 18,419,413 (137,973) 108,073 36,073,138

Net income � � 2,323,425 � � 2,323,425
Dividends declared � � (511,350) � � (511,350)
Issuance of common stock
for non-cash assets 3,239 11,425 � � � 14,664
Gain on disposal of treasury
stock � 5,604 � � � 5,604
Issuance of convertible bond � 45,171 � � � 45,171
Changes in minority interests � � � � 19,496 19,496
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Changes in treasury stock � � � (178,710) � (178,710)
Changes in unrealized losses
on available-for-sale
securities � � � 4,820 � 4,820
Changes in unrealized losses
on investments in affiliates � � � 4,519 � 4,519
Changes in translation
adjustments of foreign
subsidiaries � � � (14,968) � (14,968)
Changes in losses on
valuation of derivatives � � � (3,072) � (3,072)
Other � (801) � � � (801)

Balances at December 31,
2003 W3,203,743 14,544,520 20,231,488 (325,384) 127,569 37,781,936
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Korea Electric Power Corporation and Subsidiaries

Consolidated Statements of Stockholders� Equity

For the years ended December 31, 2002, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars)

Won
Common Capital Retained Capital Minority
stock surplus earnings adjustments interests Total

Balances at January 1, 2004 W3,203,743 14,544,520 20,231,488 (325,384) 127,569 37,781,936
Net income � � 2,882,522 � � 2,882,522
Dividends declared � � (661,537) � � (661,537)
Cumulative effect of
accounting change
(note 28) � � 687,362 � � 687,362
Change in capital surplus � (5) � � � (5)
Gain on disposal of treasury
stock � (599) � � � (599)
Changes in treasury stock � � � (12,881) � (12,881)
Changes in unrealized losses
on available-for-sale
securities � � � 1,140 � 1,140
Changes in unrealized losses
on investments in affiliates � � � 3,111 � 3,111
Changes in translation
adjustments of foreign
subsidiaries � � � (49,592) � (49,592)
Changes in losses on
valuation of derivatives � � � (24,705) � (24,705)
Changes in minority interests � � � � (4,470) (4,470)

Balances at December 31,
2004 W3,203,743 14,543,916 23,139,835 (408,311) 123,099 40,602,282

U.S. dollars (note 2) $3,095,105 14,050,735 22,355,169 (394,465) 118,924 39,225,468

See accompanying notes to consolidated financial statements.
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Korea Electric Power Corporation and Subsidiaries

Consolidated Statements of Cash Flows

For the years ended December 31, 2002, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars)

U.S. dollars
Won (note 2)

2002 2003 2004 2004

Cash flows from operating activities:
Net income W3,048,105 2,323,425 2,882,522 $ 2,784,776
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 4,906,138 5,088,736 5,448,647 5,263,885
Property, plant and equipment removal cost 256,010 245,974 199,137 192,384
Provision for severance and retirement benefits 202,763 219,762 296,978 286,908
Provision for decommissioning costs 583,372 698,400 257,295 248,570
Bad debt expense 8,602 23,178 19,982 19,304
Interest expense, net 17,192 21,273 2,931 2,832
Loss (gain) on foreign currency translation, net (424,791) 221,104 (749,387) (723,975)
Equity income of affiliates (94,853) (96,866) (130,595) (126,167)
Gain on disposal of investments, net (433,151) (45,244) (16,585) (16,023)
Loss on disposal of property, plant and equipment, net 10,991 14,918 11,186 10,807
Deferred income tax expense (benefit), net 220,937 8,232 (26,666) (25,762)
Valuation loss (gain) on currency and interest rate
swaps (64,008) 93,490 169,241 163,502
Changes in assets and liabilities:
Trade receivables (68,932) (88,735) (133,346) (128,824)
Other accounts receivable (42,383) 85,007 221,697 214,179
Inventories (7,128) (43,715) (561,951) (542,895)
Other current assets (22,222) (155,248) (3,934) (3,801)
Trade payables 44,799 (3,611) 8,909 8,607
Other accounts payable 90,129 (65,492) 58,014 56,047
Income tax payable 700,762 (459,232) 293,374 283,426
Accrued expenses (47,472) 59,882 (50,244) (48,540)
Other current liabilities (171,855) (1,258) 195,550 188,919
Other long-term liabilities 62,990 137,370 (153,229) (148,033)
Payment of severance and retirement benefits (15,826) (15,084) (18,974) (18,331)
Payment of decommissioning costs (13,841) (25,264) (67,012) (64,740)
Payment of self-insurance (1,171) (1,011) (848) (819)
Other, net 55,330 78,052 (2,665) (2,575)

Net cash provided by operating activities W8,800,487 8,318,043 8,150,027 $ 7,873,661
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Korea Electric Power Corporation and Subsidiaries

Consolidated Statements of Cash Flows, Continued

For the years ended December 31, 2002, 2003 and 2004

(In millions of Korean Won and in thousands of U.S. dollars)

Won U.S. dollars
2002 2003 2004 2004

Cash flows from investing activities:
Proceeds from disposal of property, plant and
equipment W 106,821 42,515 21,475 $ 20,747
Additions to property, plant and equipment (6,653,066) (6,781,993) (6,286,531) (6,073,356)
Receipt of construction grants 626,566 618,092 624,213 603,046
Proceeds from disposal of investment securities 430,455 116,229 350,210 338,334
Acquisition of investment securities (26,171) (102,368) (118,454) (114,845)
Decrease (increase) in long-term loans 30,524 (132,198) (78,153) (75,503)
Acquisition of intangible assets (45,783) (26,039) (43,426) (41,953)
Increase in other non-current assets (98,531) (14,265) (21,706) (20,970)
Decrease (increase) in short-term financial
instruments, net 246,462 18,852 (39,968) (38,613)
Decrease in short-term loans, net 10,517 22,363 20,291 19,603
Acquisition of short-term investment securities (20,003) (134,204) (422) �

Net cash used in investing activities (5,392,209) (6,373,016) (5,572,471) (5,383,510)

Cash flows from financing activities:
Proceeds from long-term debt 3,382,873 5,378,021 5,173,324 4,997,898
Repayment of long-term debt (6,543,327) (6,421,240) (7,443,946) (7,191,524)
Proceeds from (repayment of) short-term
borrowings, net (149,147) 50,229 215,998 208,674
Acquisition of treasury stock � (180,120) � �
Dividends paid (329,659) (511,577) (673,626) (650,783)
Other, net (30,389) (180,427) (199,644) (192,874)

Net cash used in financing activities (3,669,649) (1,865,114) (2,927,894) (2,828,609)

Increase(decrease) in cash and cash equivalents from
changes in consolidated subsidiaries (1,731) (19,806) 857 828

Change in cash and cash equivalents from the
translation of foreign financial statements (43,372) (6,951) (31,658) (30,584)
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Decrease (increase) in cash and cash equivalents (306,474) 53,156 (381,139) (368,214)

Cash and cash equivalents, at beginning of the
period 2,303,954 1,997,480 2,050,636 1,981,099

Cash and cash equivalents, at end of the period W 1,997,480 2,050,636 1,669,497 $ 1,612,885

See accompanying notes to consolidated financial statements.
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Korea Electric Power Corporation and Subsidiaries

Notes to Consolidated Financial Statements

December 31, 2003 and 2004

(1) Summary of Significant Accounting Policies and Basis of Presenting Consolidated Financial Statements

(a) Organization and Description of Business

Korea Electric Power Corporation (the �Company�) was incorporated on January 1, 1982 in accordance with the
Korea Electric Power Corporation Act (the �KEPCO Act�) to engage in the generation, transmission and
distribution of electricity and development of electric power resources in the Republic of Korea. The
Company was given a status of government-invested enterprise on December 31, 1983 following the
enactment of the Government-Invested Enterprise Management Basic Act. The Company�s stock was listed on
the Korea Stock Exchange on August 10, 1989 and the Company listed its Depository Receipts (DR) on the
New York Stock Exchange on October 27, 1994.

As of December 31, 2004, the Government of the Republic of Korea, Korea Development Bank, which is
wholly owned by the Korean Government, and foreign investors hold 23.97%, 29.99% and 30.10%,
respectively, of the Company�s shares.

In accordance with the restructuring plan by the Ministry of Commerce, Industry and Energy on January 21,
1999, the Company spun off its power generation division on April 2, 2001, resulting in the establishment of
six new power generation subsidiaries. The Company has been contemplating the gradual privatization of the
Company�s power generation subsidiaries and distribution business. The privatization of power generation
subsidiaries may result in change in pricing of electric power, operation organization, related regulations and
general policies for supply and demand of energy.

In addition, the Company was also planning to privatize its distribution business. However, the privatization of
the Company�s distribution business was discontinued according to the recommendation of the Korea Tripartite
Commission on June 30, 2004.

(b) Basis of Presenting Consolidated Financial Statements

KEPCO maintains its accounting records in Korean Won and prepares the consolidated financial statements in
the Korean language (Hangul) in conformity with the Korea Electric Power Corporation Act (�KEPCO Act�),
the Accounting Regulations for Government Invested Enterprises, which have been approved by the Korean
Ministry of Finance and Economy and, in the absence of specialized accounting regulations for utility
companies, the accounting principles generally accepted in the Republic of Korea. 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 only by those who are informed about Korean
accounting principles and practices, KEPCO Act and Accounting Regulations for Government Invested
Enterprises. The accompanying financial statements have been condensed, restructured and translated into
English (with certain expanded descriptions) from the Korean language consolidated financial statements.
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Certain information included in the Korean language consolidated financial statements, but not required for a
fair presentation of the Company�s financial position, results of operations or cash flows, is not presented in the
accompanying consolidated financial statements.

Effective January 1, 2004, the Company adopted Statements of Korea Accounting Standards No. 10, 12 and
13. The adoption of these standards did not have a significant impact on the accompanying consolidated
financial statements. In addition, the Company early adopted Statement of Korea Accounting Standards
No. 17 as described in notes 1(f), 1(w), 20 and 28.
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Korea Electric Power Corporation and Subsidiaries

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies and Basis of Presenting Consolidated Financial Statements,
Continued

(c) Principles of Consolidation

The consolidated financial statements include the accounts of KEPCO and its controlled subsidiaries
(collectively referred to as the �Company�) as of December 31, 2003 and 2004. Controlled subsidiaries include
majority-owned entities by either the Company or controlled subsidiaries and other entities where the
Company or its controlled subsidiary owns more than 30% of total outstanding common stock and is the
largest shareholder.

For investments in companies, whether or not publicly held, that are not controlled, but under the Company�s
significant influence, the Company utilizes the equity method of accounting. Significant influence is generally
deemed to exist if the Company can exercise influence over the operating and financial policies of an investee.
The ability to exercise that influence may be indicated in several ways, such as the Company�s representation
on its board of directors, the Company�s participation in its policy making processes, material transactions with
the investee, interchange of managerial personnel, or technological dependency. Also, if the Company owns
directly or indirectly 20% or more of the voting stock of an investee and the investee is not required to be
consolidated, the Company generally presumes that the investee is under significant influence.

Investments of KEPCO and equity accounts of subsidiaries subject to consolidation were eliminated at the
dates KEPCO obtained control of the subsidiaries. Any difference between the cost of acquisition and the
book value of the subsidiary is recorded as either goodwill or negative goodwill. Goodwill is amortized using
the straight-line method within twenty years from the year the acquisition occurred. Negative goodwill is
recovered, within the limit of the aggregate fair values of identifiable non-monetary assets, using the
straight-line method over weighted-average years of depreciable assets and the amounts in excess of the limit
are charged to current operations and presented as extraordinary gain at the acquisition date.

Intercompany receivables and payables including trade receivables and trade payables are eliminated in
consolidation. Profits and losses on intercompany sales of products, property or other assets are eliminated in
the consolidated financial statements based on the gross profit or loss recognized. For sales from KEPCO to
subsidiaries (downstream sales), the full amount of intercompany gain or loss is eliminated in the consolidated
income. For upstream sales, the elimination is allocated proportionately to consolidated income and minority
interests. Details of unrealized income eliminated are summarized as follows:

Won (millions)

Account
Consolidated
income

Minority
income Total

Property, plant and equipment W180,804 6,028 186,832
Intangible assets 6,693 � 6,693

W187,497 6,028 193,525

2
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Korea Electric Power Corporation and Subsidiaries

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies and Basis of Presenting Consolidated Financial Statements,
Continued

(d) Consolidated Subsidiaries

Year of
Ownership

percentage(%)
Subsidiaries establishment 2003 2004 Primary business
Korea Hydro & Nuclear Power Co., Ltd. (*1) 2001 100.0 100.0 Power generation
Korea South-East Power Co., Ltd. (*1) 2001 100.0 100.0 Power generation
Korea Midland Power Co., Ltd. (*1) 2001 100.0 100.0 Power generation
Korea Western Power Co., Ltd. (*1) 2001 100.0 100.0 Power generation
Korea Southern Power Co., Ltd. (*1) 2001 100.0 100.0 Power generation
Korea East-West Power Co., Ltd. (*1) 2001 100.0 100.0 Power generation
Korea Power Engineering Co., Ltd. 1977 97.9 97.9 Engineering for utility plant
Korea Plant Services & Engineering Co., Ltd. 1984 100.0 100.0 Utility plant maintenance
KEPCO Nuclear Fuel Co., Ltd. 1982 96.4 96.4 Nuclear fuel
Korea Electric Power Data Network Co., Ltd. 1992 100.0 100.0 Information services
KEPCO International Hong Kong Ltd. 1995 100.0 100.0 Holding Company
KEPCO International Philippines Inc. 2000 100.0 100.0 Holding Company
KEPCO Philippines Corporation (*2) 1995 100.0 100.0 Utility plant rehabilitation and

operation (Subsidiary of
KEPCO International Hong
Kong Ltd.)

KEPCO Ilijan Corporation (*2) 1997 51.0 51.0 Construction and operation of
utility plant (Subsidiary of
KEPCO International
Philippines Inc.)

KEPCO China International Ltd. (*3) 2004 � 100.0 Holding Company
Jiaozuo KEPCO Power Company Ltd. (*3) 2004 � 80.2 Construction and operation of

utility plant (Subsidiary of
KEPCO China International
Ltd.)

(*1) Six new power generation subsidiaries were established on April 2, 2001 by the spin-off of KEPCO�s power
generation division in accordance with the Restructuring Plan.

(*2) Under the project agreement between the National Power Corporation of Philippines and KEPCO, the
cooperation period of KEPCO Philippines Co. and KEPCO Ilijan Co. is for 15 years commencing September 15,
1995 and 20 years commencing June 5, 2002, respectively. At the end of the cooperation period, the power plant
complex will be transferred to National Power Corporation of Philippines free of any liens or encumbrances and
without payment of compensation.

(*3) KEPCO China International Ltd. and Jiaozuo KEPCO Power Company Ltd. were newly included in
subsidiaries in 2004.
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Korea Electric Power Corporation and Subsidiaries

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies and Basis of Presenting Consolidated Financial Statements,
Continued

(d) Consolidated Subsidiaries, Continued

(i) The newly established power generation subsidiaries are primarily engaged in the sale of electricity to
KEPCO through the Korea Power Exchange. Details of those subsidiaries are as follows:

Name of the subsidiaries Major power plant
Korea Hydro & Nuclear Power Co., Ltd. (KHNP) Hydroelectric power plant and nuclear power plant in

Gori
Korea South-East Power Co., Ltd. (KOSEPCO) Thermoelectric power plant in Samchonpo
Korea Midland Power Co., Ltd. (KOMIPO) Thermoelectric power plant in Boryung
Korea Western Power Co., Ltd. (KOWEPCO) Thermoelectric power plant in Tae-an
Korea Southern Power Co., Ltd. (KOSPO) Thermoelectric power plant in Hadong
Korea East-West Power Co., Ltd. (KEWESPO) Thermoelectric power plant in Dangjin

(ii) Details of the spin-off

� KEPCO spun off its power generation business as stipulated by the Commercial Code of the Republic
of Korea.

� Registration date of the spin off: April 2, 2001

� Date of resolution of stockholders: March 16, 2001

� Date of resolution of Board of Directors: February 24, 2001

(iii) Assets and liabilities of the spun off divisions

� Assets and liabilities of the spun off divisions as of the date of the spin-off

Won (millions)
KHNP KOSEPCO KOMIPO KOWEPCO KOSPO KEWESPO Total

Assets W18,791,413 2,490,720 2,662,209 2,904,046 3,627,985 4,655,400 35,131,773
Liabilities 9,426,614 1,258,716 1,336,317 1,461,408 1,830,607 2,332,495 17,646,157

Net assets W 9,364,799 1,232,004 1,325,892 1,442,638 1,797,378 2,322,905 17,485,616

4
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Korea Electric Power Corporation and Subsidiaries

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies and Basis of Presenting Consolidated Financial Statements,
Continued

(d) Consolidated Subsidiaries, Continued

� Assets and liabilities of the spun off divisions as of December 31, 2000

Won (millions)
KHNP KOSEPCO KOMIPO KOWEPCO KOSPO KEWESPO Total

Assets W17,433,479 2,688,953 2,209,503 2,943,194 3,507,340 4,696,226 33,478,695
Liabilities 9,231,779 1,469,853 1,234,789 1,542,594 1,819,240 2,463,526 17,761,781

Net assets W 8,201,700 1,219,100 974,714 1,400,600 1,688,100 2,232,700 15,716,914

� Result of operations of the spun off divisions (From January 1, 2001 to April 1, 2001)

Won (millions)
KHNP KOSEPCO KOMIPO KOWEPCO KOSPO KEWESPO Total

Net sales W1,097,586 410,195 345,771 406,931 413,058 481,710 3,155,251
Cost of goods sold 875,074 360,346 280,101 380,139 401,384 460,825 2,757,869

Gross profit W 222,512 49,849 65,670 26,792 11,674 20,885 397,382

(e) Affiliates accounted for using the equity method

Year of
Ownership

percentage(%)
Affiliate establishment 2003 2004 Primary business

Korea Gas Corporation 1983 24.5 24.5
Sales of liquefied natural
gas

Korea District Heating Co., Ltd. 1985 26.1 26.1 Providing of heating

Powercomm Corporation 2000 43.1 43.1
Communication line
leasing

Korea Electric Power Industrial Development Co., Ltd. 1990 49.0 49.0
Disposal of power-plant
ash
and electric meter reading

YTN 1993 21.4 21.4 Broadcasting
5
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Korea Electric Power Corporation and Subsidiaries

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies and Basis of Presenting Consolidated Financial Statements,
Continued

(f) Property, Plant and Equipment

Property, plant and equipment are stated at cost, except in the case of revaluation made in accordance with the
KEPCO Act and the Assets Revaluation Law of Korea. Plant and equipment under capital leases are stated at
an amount equal to the lower of their fair value or the present value of minimum lease payments at inception of
lease. Significant additions or improvements extending useful lives of assets are capitalized. However, normal
maintenance and repairs are charged to expense as incurred.

The Company capitalizes interest cost and other financial charges on borrowing associated with the
manufacture, purchase, or construction of property, plant and equipment, incurred prior to completing the
acquisition, as part of the cost of such assets. The calculation of capitalized interest includes exchange
differences arising from foreign borrowings to the extent that they are regarded as an adjustment to interest
costs, which is limited to the extent of interest cost calculated by the weighted average interest rate of local
currency borrowings. For the period ended December 31, 2003 and 2004, the amounts of capitalized interest
were W524,101 million and W313,548 million, respectively. The foreign currency transactions and translation
gains excluded from the calculation of capitalized interest rate amounted to W5,102 million and
W240,389 million, respectively, for the years ended December 31, 2003 and 2004. In addition, the foreign
currency losses added to the calculation of capitalized interest rate amounted to W25,691 million and nil for
years ended December 31, 2003 and 2004.

The impact on the Company�s financial position as of and for the year ended December 31, 2004, if the interest
and other borrowing costs were expensed instead of being capitalized, is as follows.

Won (millions)

Construction Total Interest
Income
before

in-progress assets expense income taxes
Capitalized W7,516,932 73,653,685 737,839 4,699,789
Expensed
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