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Highly valuing Golfzon's market dominance, high ROE and excellent cash flow, KB has invested in 

Golfzon for the last 4 years and now holds 24% stake. 

KB sent a letter to the Golfzon on February 23, 2018, with questions about its cost structure  and 

its questionable holding company. 

1. We ask for a formula that yields a brand royalty rate of 3.3% 

2. We need an explanation of how new biz can increase the ROE of the company, which have 

never make profit before. 

3. Joymaru transfer contract is believed to seriously undermine Golfzon's shareholder value. 

As a second largest shareholder, we officially request the withdrawal of the contract. 

4. We ask again about shareholder policy to improve ROE. 

KB received an answer letter on March 9, 2018, which was not sufficient to the questions. To 

make matters worse, Golfzon announced its acquisition of Joymaru, which would seriously 

undermine shareholder value.  



01. Open the formula that yields a brand royalty rate of 3.3% 

02. Explain how new biz, which have never make profit before, can increase ROE 

03. Stop the acquisition of Joymaru, which would seriously undermine shareholder 

value 

04. Build a healthy shareholder policy 

CONTENTS 



Golfzon gave the following answer to KB's question regarding the rationale of 
the brand royalty rate of 3.3% 
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Page 3 of the answer letter  

*Source: Answer letter from Golfzon 

(1) 

(2) 

The royalty rate is high because  

(1) it is a directly used brand, and 
(2) it is a brand that monopolize 
the market 

Summary of the answer 



We also know that it is a trademark that is used directly and that has exclusive 
control. The point of our question is ‘we would like to know the specific 
background and formula that led to the figure of 3.3%’ 
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Qualitative judgment 

*Source: Fair Trade Commission, each company 

(1) Directly used brand  

(2) Brand with exclusivity. 

Quantitative figure 

3.3%  
-4.4 times higher than Hankook Tire (the 2nd 
highest rate) 

-13 times higher than B2C company average 

-11 times higher than the average of large 
corporations) 

We need a description of the formula 
created by Golfzon and Samjung accounting 
corporation. 



Meanwhile, the Fair Trade Commission launched a survey on unreasonable 
practice of holding companies 
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FTC survey on profit structure of 
holding company 

* Source: Fair Trade Commission 



FTC survey on profit structure of holding 
company (continued…) 

* Source: Fair Trade Commission 

Golfzon Newdin (Golfzon's holding company) is included in the FTC survey. 
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Golfzon suggested us the following solutions to improve its ROE 
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Golfzon's answer letter page 5 

*Source: DART, Company IR 

(1) Golf academy business, 

(2) Golf media business, 

(3) Expansion of overseas business, 

(4) Joymaru acquisition 

We will raise ROE through the above. 

Golfzon's answer letter page 6 

Summary 



However, the four solutions are already existing biz. These have been proved to 
be difficult to secure profitability. 
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*Source: DART, Company IR 

Golfzon academy business Golfzon academy business 

Golfzon used to run 14 academies with GDR, 
but they are now all closed. 

Golfzon need a new strategy to retry academy 
biz, which once failed before 

-SBS Golf income statement 

Golfzon Media is a newly established corporation 
in July, 2017 and focuses on screen golf 
broadcasting. 

However, SBS Golf, which was established in 2001, 
have shown us that golf media is difficult to make 
profit.  

-Golfzon media income statement 

(Wbn) FY14 FY15 FY16 

Sales 49.7 49.3 50.4 

OP 1.3 1.2 -1.0 

NP 0.3 1.2 -0.8 



Overseas sales are improving little by little, but they are still at breakeven 
points in terms of net profit 
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*Source: DART 

Golfzon Overseas Business  Golfzon Overseas Business P/L 

FY15 P/L 

FY16 재무제표 주석 

FY16 P/L 

3Q17 P/L 

Net income in deficit 

Net income in deficit 

Net income around BEP 

Net income 

Sales 



01. Open the formula that yields a brand royalty rate of 3.3% 

02. Explain how new biz, which have never make profit before, can increase ROE 

03. Stop the acquisition of Joymaru, which would seriously undermine shareholder 

value 

04. Build a healthy shareholder policy 

CONTENTS 



In particular, the acquisition of Joymaru brought us a serious concern as second 
largest shareholder 
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* Source: Golfzon Homepage 

Joymaru foreground and other facilities 



Joymaru is just a commemoration project for Golfzon family. It’s been three years since it 
opened the academy, range, and rental business, but the sales amount is W4.6bn. 
Considering its annual depreciation costs of W6.obn, there is no operating value. 
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Revenue of W4.6bn in Joymaru 

*Because there is no public information about Joymaru, sales are based on asset transfer disclosure, and depreciation is based on past IR 
meetings. 

*Source: DART, Golfzon IR 

Considering annual sales 
of W4.6bn,  

annual depreciation of 
W6.0bn,  

and labor costs, 
administrative expenses, 

 

-> Inevitable deficit biz 

 

P/L of Joymaru 

Sales 



The board, which has decided to pay W94.4bn to Joymaru (a loss-making 
business with sales of W4.6bn), is not doing its duty as a shareholders 
 representative 
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Joymaru privileged value of W94.9bn 

*Source: DART 

CEO and CFO of Golfzon 



The asset transfer contract is to bestow W93.4bn in cash asset of Golfzon to its 
holding company, which is more explicit than the ‘other related expenses 
structure’ mentioned in the first letter.  
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FY17 Golfzon Financial Statement 

*Source: DART 

Holding co. (W158.0bn of net debt) Golfzon (W83.5bn of net cash) 

FY17 Holding company Financial 
Statement 

W94.9bn 

Joymaru 
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Our question in the first letter ‘How to improve shareholder policy to defend 
ROE decline’ was not confirmed by answer letter from Golfzon. Please present 
long term strategy to improve shareholder value. 
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*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 23, 2018. Thank you. 

(junbeom.park@kbam.co.kr) 
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Golfzon payout ratio 

After Joymaru acquisition, its cash 
balance will change from net cash 
(W83.3 bn) to net debt (W -11.4bn). 

 

In order to repay borrowings, 
Golfzon's dividend payout ratio is 
highly likely to fall further, and 
shareholder value is likely to 
deteriorate. 

 

Please present long-term strategy to 
improve shareholder value 

Payout ratio forecast after 
acquiring Joymaru 
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대표전화 : 2167 – 8200 

THANK YOU 


