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Discovering the hidden value of Golfzon (summary) 
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KB Asset Management Value Management Division is a long-term friendly investor with a 24% 
stake, highly valuing Golfzon's market dominance, high ROE and excellent cash flow. We are 
deeply grateful for good performance despite the strong competition in screen golf industry and 
highly regulated environment. 

Golfzon has begun to pay a) brand royalty, b) management consulting fee, c) rent to the holding 
company after the split 

Compared with the brand loyalty rate of domestic holding companies announced by the Fair 
Trade Commission in January 2018, Golfzon Newdin is the highest at 3.3%, 4.4 times higher than 
the second largest Hankook Tire Worldwide and 11 times higher than the average of major 
conglomerates 

Since dividends are distributed to all shareholders, there is no conflict of interest with minority 
shareholders, unlike ‘other expenses to related parties’. Since Golfzon has shown limited CAPEX 
after the split, dividends need to be expanded even in order to defend the decline in ROE 

We introduced the Stewardship code from December 2017 and asked the following questions to 
fulfill our faithfulness as trustee of our customer assets 

1. We would like to know the rationale and background of the brand royalty rate of 3.3%. 

2. According to KB Asset's simulation, Golfzon will have net cash of W163bn in FY20, even if 
the dividend payout ratio is raised to 50%. On the other hand, ROE will drop to 20% in 
FY20 from 32% of FY16. We would like to ask about new investment plans and 
shareholder policies to defend the decline in ROE 
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Golfzon settled its screen golf business model and became the No. 1 player in 
the domestic market. After the split, Golfzon has been more focused on screen 
golf business 
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History 

2000 Golfzon established 

2002 Golfzon P launched 

2008 Golfzon N launched 

2011 Golfzon Real launched and retail biz initiated 

Golfzon took on the screen golf business, and holding company has been 
focused on new business investments. 

*Source: Golfzon webpage 

2012 Golfzon Vision launched 

2014 GDR launched 

2015 Golfzon Vision plus launched and the company 
split 

2017 Golfzon Two Vision launched and franchise biz 
initiated 

Golfzon 



In spite of intensifying competition and various regulations, software sales has been growing 
on the back of steadily increasing number of rounds. Due to the nature of the platform 
business, the software business can generate steady profits without additional investment 
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Number of rounds  

(mn rounds) 

*Software sales: Costs paid to Golfzon by franchisee per round in screen golf 

*Source: company IR book 
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Our management team is a long-term friendly investor who has maintained a  
high stake in Golfzon over the past four years by highly valuing Golfzon's  
market dominance, high ROE and sustainable profitability. 
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KB Asset Management’s Ownership Change 
in Golfzon 

*Source: Quantiwise, DART 

Voting results at regular 
shareholders’ meeting 
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Golfzon’s profit margins has deteriorated since the split. Given that the 
holding company took all of the deficit division at the time of the split, 
it does not make much sense. 
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Golfzon’s sales, OP, and net income trends 

*FY17 net profit is estimated excluding one-offs (corporate tax refunds of W35.5bn and other non-operating gains of W14.6bn)  

*Source: Quantiwise, Company data 

Split into Golfzon Newdin (Holding Company) 
and Golfzon (Business Company) in 2015 

(Wbn) 

(Wbn) Filed golf  Retail Games Sum 

FY15 Sales 69.4  87.0  4.0  160.4  

FY15 NI -5.6  -0.7  -4.7  -11.0  

Performance of divisions taken by holding 
company 



So we looked into the cash flow from the Golfzon to the holding company, 
which consisted of 1) Other expenses to related parties and 2) Dividend 
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*The figure for 2017E in 3years average was estimated by KB Asset.  

*Other expenses to related parties : Uncategorized payments from a business company to a holding company 

*Source: Company data, Quantiwise 

(Wbn) Golfzon Holding company 

Main biz Screen golf 
Retail biz, Filed golf, VR 

baseball game, Platform biz 

Role in group Cashcow New investment 

CAPEX (3years average) 4.8 21.6 

EBITDA (3years average) 50.8 28.7 

Cash flow analysis between Golfzon and holding company 

1) Other expenses to related parties of W14.0bn  

 

2) Dividend of W3.0bn 

 

: Possible conflict of interest 

with minority shareholders 

: No conflict of interest with 

minority shareholders 



1) ‘Other expenses to related parties’ were W140-145bn a year, consisting 
of A) brand royalty, B) management consulting fee, and C) rent. 

Transactions between related parties  
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Classification of ‘other expenses to 

related parties’ 

*Management consulting fees and rents are estimated on the back of IR meetings, *Source: DART 

1) Notes to Consolidated Financial Statements in Golfzon’ annual 
report in 2016 

2) Notes to Consolidated Financial Statements in Golfzon’ annual 
report in 2015 

Items Amount (Wbn) Details

Brand Royalty 6.7                FY15 Revenue W201.6bn * 3.3%

Consulting fee 0.5                KB estimates on the back of IR communication

Rents 2.5                

Total 14.0               

Items Amount (Wbn) Details

Brand Royalty 7.2                FY16 Revenue of W217.0bn *  3.3%

Consulting fee 4.8                KB estimates on the back of IR communication

Rents 2.5                

Total 14.5               



In regard with A) Brand Royalty, there are domestic holding company figures 
released by the Fair Trade Commission in January 2018. Golfzon is the highest at 
3.3%, 4 times higher than Hankook Tire and 11 times higher than the average 

Brand royalty rate of the domestic holding companies 
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*Source: Free trade commission, Company data  



The FY16 operating profit increased by 19.8% after adjusting the brand 
royalty rate to major conglomerates average of 0.28% and the consulting fee 
to 50% of the previous level, respectively. 
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Other expenses re-calculated under the new assumptions 

Assumptions 1) The brand value of Golfzon is the average level of domestic major conglomerates 

 

Assumption 2) Golfzon has moved away from the complicated business structure through the split, not 
investing in any new business over the past three years. The management consulting fees can be 
reduced by 50% 

The FY16 operating profit increased by 19.8%, from W45.4bn (OPM 21%) to 
W54.5bn (OPM 25%). 

*This page presents simulation results based on two subjective assumptions by KBAM 

*Source: DART 

New assumptions about brand royalty and management consulting fee 

Items Amount (Wbn) Details

Brand Royalty 7.2               FY16 Revenue of W217.0bn *  3.3%

Consulting fee 4.8               KB estimates on the back of IR communication

Rents 2.5               

Total 14.5             

Items Amount (Wbn) Details

Brand Royalty 0.6               FY16 Revenue of W217.0bn * 0.28%

Consulting fee 2.4               50% discount

Rents 2.5               

Total 5.5               
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2) The dividends were W3bn in average. Since Golfzon has shown limited CAPEX after 
the split, dividends need to be expanded even in order to defend the decline in ROE. 

 …ROE has declined after the split New investment has been limited… 

*FY17 net profit, EBITDA, and ROE are estimated excluding one-offs (corporate tax refunds of W35.5bn and other non-operating gains of W14.6bn) 

*FY17 dividend is estimated by KBAM 

*Source: Quantiwise 
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Unlike ‘other expenses to related parties’, dividend is evenly distributed to all 
shareholders. Dividend is the most legitimate way to secure investment 
resources for the holding company and defend the decline in ROE 

Golfzon shareholders (2017.12.05) 

*Source: DART 

Other expenses to related parties 

: Concentrating benefits to specific 

shareholders and carrying conflicts of 

interest with minority shareholders 

            Dividend 

 

: Even distribution to all shareholders 
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If Golfzon reduce ‘other expenses to related parties’, according to the scenario 
of KB Asset, it will have net cash of W163bn in three years, even if the dividend 
payout ratio is raised to 50% 

Scenario analysis reflecting assumptions of KB Asset Management 

*Source: Quantiwise, KB Asset estimates 

Assumptions 1) The brand value of Golfzon is the average level of domestic major conglomerates 

 

Assumption 2) Golfzon has moved away from the complicated business structure through the split and has not 
invested in any new business over the past three years. The management consulting fees can be reduced by 50% 

 

Assumption 3) FY18 EBITDA increased by 16% reflecting the assumptions above. Capex grows 10% each year and 
dividend payout ratio remains at 50% 

(W100mn) Simulation results 

Results 1) The net cash of Golfzon 
will reach W163bn in FY20 

 

Results 2) The dividend yield based 
on current share price (W47,450) is 
6.2%. 

 

Result 3) ROE of Golfzon will drop 
to 20% in FY20  

(W100mn) 
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Since December 2017, KB Asset Management has introduced the 
Stewardship code to fulfill our faithfulness obligations. 

KB Asset Management introduced the Stewardship code (http://www.kbam.co.kr) 

 

http://www.kbam.co.kr/
http://www.kbam.co.kr/


18 

We do not intend to participate in management of the company. However, in 
order to fulfill our role as trustee, we would like to ask some questions through 
the official route. 

1) We would like to know the rationale and background of the brand royalty rate of 

3.3%. 

2) As a result of KB Asset's simulation, Golfzon will have net cash of W163bn three 

years later, even if the dividend payout ratio is raised to 50%. On the other hand, ROE 

will drop to 20% in FY20 from 32% in FY16. We would like to ask about new 

investment plans and shareholder policies to defend the decline in ROE. 

* This letter is a formal fiduciary responsibility implementation activity to comply with the stewardship code of KB Asset 

Management. It reports 'Fiduciary Responsibility Activities' of 'Stewardship Code' on the lower left of our website 

(http://www.kbam.co.kr). Please reply to the email address on the right side until March 2, 2018. Thank you. 

( junbeom.park@kbam.co.kr) 
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KB Asset Management Value Management Division has been maintaining its 
management philosophy of investing in undervalued companies over the past 
eight years 

20 

Investment philosophy 

Bottom-up 
approach 

Risk 
management 

• Selecting stocks based on fundamentals 
excluding market forecast and economic 
outlook 

• Investments focused on stocks with strong 
intrinsic value, actively investing in the event 
of a sharp decline due to factors other than 
fundamentals. 

• High ethical awareness and integrity-based 
investment through strict adherence to 
compliance 

“Investment in value stock 
based on fundamentals” 

“Maximize long-term 
compounded income” 

Investing in 
undervalued 
companies 

• Investing in undervalued stocks compared to 
intrinsic values such as asset value or profit 
value 

• Investing in stocks that are expected to have 
stable earnings growth while being less 
affected by external changes such as 
economic fluctuations. 



We have also been able to maximize compound returns through 
long-term investments. 
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Investment case (1)  

: Semiconductor material manufacturer A  

Investment case (2)  

: Auto parts supplier B 

Began investment Aug 2011 

Began investment Nov 2009 

Cumulative return 252% 

Cumulative return 245% 

Currently holding Currently holding 

* This letter is a formal fiduciary responsibility implementation activity to comply with the stewardship code of KB Asset 

Management. It reports 'Fiduciary Responsibility Activities' of 'Stewardship Code' on the lower left of our website 

(http://www.kbam.co.kr). Please reply to the email address on the right side until March 2, 2018. Thank you. 

( junbeom.park@kbam.co.kr) 

http://www.kbam.co.kr)/
http://www.kbam.co.kr)/


 

서울특별시 영등포구 여의대로 70 신한금융타워 25층(150-712)  

www.kbam.co.kr 

대표전화 : 2167 – 8200 

THANK YOU 


