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Golfzon (Summary) b KBAI28

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.

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.

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

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

never make profit before.

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.

We ask again about shareholder policy to improve ROE.







» Page 3 of the answer letter
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*Source: Answer letter from Golfzon

» Summary of the answer

The royalty rate is high because

(1) it is a directly used brand, and
(2) it is a brand that monopolize
the market
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> Qualitative judgment > Quantitative figure

(1) Directly used brand
(2) Brand with exclusivity.

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.

*Source: Fair Trade Commission, each company




FTC survey on profit structure of
holding company
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Golfzon Newdin (Golfzon's holding company) is included in the FTC survey.

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

=2 EAHCHAY XIZ=3AF (DIEF XIZ=3]AH
(201614 128 31 J|=, © @ WOLR, %)

=] NF=Ae PARN S e} X =AY THakE ol

1 (WImE==EN 634,316 17 SOHRAREYA 835,961

2 SABYA 573,761 18 AOIRIZE A D20} 829,212

3 = 666,983 19 Aw@:g:agai 2,400,888

4 BEEQA 698,784 20 DOERC 561,893

5 J|ABELA 540,249 21 EZASUA 3,329,303

6 sgsgA 580,100 22 SZYAAEQNX 7,182,802

7 MXIHBEIOlEE A 528,684 23 folzg A 558,969

8 S0/ ALO| 1 A 663,801 24 | ofoimxI22l0H3H0l0] 581,865

9 ADIZHOIEEYA 1,168,295

10 storgg A 1,564,528

11 T 532,901

12 VVETEZES 525,540

13 et 581,253

14 2o 719,624

15 NE 839,845

0 B= 068,410 * Source: Fair Trade Commission







» Golfzon's answer letter page 5

> Golfzon's answer letter page 6
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*Source: DART, Company IR

» Summary

(1) Golf academy business,

(2) Golf media business,

(3) Expansion of overseas business,
(4) Joymaru acquisition

We will raise ROE through the above.




> 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

*Source: DART, Company IR

» Golfzon academy business

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

2) SEJIY B EXIY % WREE:= USD 25U

(B9 ®R)
S=7|1899 pATL ] il &M 2l |(BISZH=9
(F)BT=HERHA 28,170,104 15,363,134 58,510,277 2,330 914 2,330,914
(F)BZE0/00 887.306 - - (12.694)| | (12,694)
ASLC Q0 AHI(F) 575,587 56,476 2,096,179 429,261 429,261
GOLFZON America Inc. 1,752,818 881,924 832,273 (237,769) (299,284)
GOLFZON Japan Co., Ltd. 5,650,007 1,074,625 5,660,583 763,520 704,374
GOLFZON China Co., Ltd. 2,500,793 717,363 1,622,269 (17,773) (27,796)
-SBS Golf income statement
(Wbn) FY14 FY15 FY16
Sales 497 493 50.4
OP 13 1.2 -1.0
NP 0.3 1.2 -0.8
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Golfzon Overseas Business

3Q17 P/L
(et H9)
E20|949 Kp&HE o8 2HENH HEH ==Y |2JEE@ES
(F)ZEZEUHEFA 28,170,104|  15,363,134| 58,510,277 2,330,914 2,330,914
(F)2Z=0100 887,306 - - (12,694) (12,694)
A0 AHI(F) 575,587 56,476 2,096,179 429,261 429,261
GOLFZON America Inc. 1,752,816 881,924 832,273 (237,769) (299,284)
GOLFZON Japan Co., Ltd. 5,650,007 1,074,625 5,660,583 763,520 704,374
GOLFZON China Co., Ltd. 2,500,793 717,363 1,622,269 (17.,773) (27,796)
FY16 P/L Net income in deficit
(Ergl: @)
S IEE] pOEL SHEY W& gijzae | gYEEBEOl
=)BOEYEHA 22,065,499 11,589,443 79,492,233 682,600 682,600
(Z)BTEMHIA(x1) 1,496,536 153,552 153,552
(F)ASCIQ0 AL 947,319 852,069 - (4,750)
GOLFZON America Inc. 1,277,286 107,109 - (36,803) 54,296
GOLFZON Japan Co., Ltd. 4,630,133 759,125 4,973,789 (296.997)|  (28,424)
GOLFZON China Co., Ltd. 2,662,019 850,792 3,463,088 (203,780) | (263,104)
FY15 P/L Net income in deficit
[(EEHCE))
ST RuE =aB B (1) gal20Io(x1) | BIBER0I2(+1)
FHBIEYEA 16,212,944 6,224,610 44,242,202 2,029,869 ‘ 2,029,869
FEEBEZEMHA 3,644,350 2,472,779 6,128,467 171.571 ‘ 171,571
GOLFZON Japan Co., Ltd. 4,338,609 439,177 3,616,660 157,540 HI 360,617
GOLFZON China Co., Ltd. 3,150,106 1,075,774 4,309,873 26,845 | 65,359
——)

*Source: DART

Net income around BEP

Golfzon Overseas Business P/L
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In particular, the acquisition of Joymaru brought us a serious concern as second
largest shareholder

Joymaru foreground and other facilities
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* Source: Golfzon Homepage
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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.

Revenue of W4.6bn in Joymaru P/L of Joymaru

¥ AA

1, Y9 20012 AR
2. U4YY FAHE Z0|0F ARSI
(STOIIGIDIANY, AHA AL, ATHAII D SHE AR S S5
Q5 $EA U AR SUAIL)
3. 24 I10H(R) 94,893,364,495
- AR Y 02 ]
oF 4 CH & SEALE T HI=(%) . .
Y22 (A) (8) (A/B) Considering annual sales
_TWEWEER) Rtaror 79.459.658.442 253,672,418,837 31.32 of W4.6bn,
p=o DA€S | 4513431611 | 200,105.320,596 2.31 ld L. ;
oy = 7 265,599,628 1 annual depreciation o
4, Y2 X BOE NDNY SXS 9B Z0I0IE AR 24 W6.0bn,
5. Y4 ZOIOHR AP SE¥Tt BIE J|ZANQ S| AILIXION 71 8H8E At and labor costs,
oo B} U AMRAIY ZXOE 0§E L 29 =0 II0H dministrati

o= 20184 038 082 aaministrative expenses,
6. 40T UK

op )| EY 20185 048 012

3 A (D) ZAMS A BEERE ] e
7. F2AY XIZE A

SEATR (F2) HESEA 227 9SHR735

*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
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» CEO and CFO of Golfzon

» Joymaru privileged value of W94.9bn
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=@ S oEmo ol
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. N . ] ST B /B
. e 24 - o - sjgelate A23dg Adue ®) ® (&/8)
S =EIG)) 79,459,658,442 253,672,418,837 31.32
2 =gx o2y = o 613,431, 105,320, .
] e Aot 1 we 4,613,431,611|  200,105,320,596 2.31
SOELC HAE 7 H 24 - 67,265,599,628 i
ygs 2= CFO (8)) 2= CFO gis 4 grem ZEE ARAY 2HES I8t Z0I0IE ARl 4
(#) BZERE CFO 5. ¥4 ROI0I= AtRIS ofzi ) BEE JEALC AILIKIOl J8HEt Al
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*Source: DART
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> FY17 Golfzon Financial Statement » FY17 Holding company Financial

Statement
o = = X H 3(sh 21 £ 2 A 18(2) 2%
X & X =
| REXH 160,608,108,438 L FEn 117,348,020,011
1. H3YLEI LT 6,7.34 110,551,312,372 | BeLEsan 48015516142
2. B2 R 8,34 5,357,574,974 2 EJ',E%M - Ui e
: ek 3. NERLIIEI R 7,627,948,350
3. HEHAUIIE Y 9.31,34 | 29,504,100,387 PR 20045792 106
4, WX 10 13,130,013,029 5. SINBOIAT & 1.150.281.082
5. JIEFR S RHAH 11 1,975,107,676 6. JAESETA 2,674,040,582
7. 2O E K 15,533,069,885
2 H
LRETH 51.918,380.742 ?%%#ﬁ! s 120,725,766,950
1. M2 UIIEH S 16,31,34 14,026,688 068 | | e mew e eI
2. T 17,32,34 23,333,320,000| 2 ne= 66,032,857, 132
3 =g= 18 3,645,290,963 3. 2= 650,
4. SILOTH=TH 3,543,502,523 4. Gl HIRH 667,536,876
5. JIEtRsSSM 19 6,469,578,988 5. JEIRS S 2,759,700,781
Il BIRS=H 12,372,156,965 6. OH2H0 & = 3 14,018,386,276
1. BIIJEH R 16,31,3 1=£64-224-304 I RS2 134,862,539,761
2. B AR 17,32,3¢ 9,166,650,000 1. &BIDIEHR 047000
3 HESEY=H 18 1,641,136,076 2. BIA=T 121,107,142,875
4 JHHSS= 19 3.136.585 3. JEHIRE2 B8R 251,047,694
- o & 7 64.90.537 707 PEIETEEES. 22,509,605
5 HISEEYSHY 906,618,758
Joym 6. 0ISIBICIM= T 10,527,181,671

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

*Source: DART
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» Golfzon payout ratio
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» Payout ratio forecast after
acquiring Joymaru

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

*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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THANK YOU

b KBXIAIR S

NESEHYA| QST ofo|tf2 70 AISHE-BERY 255(150-712)
www.kbam.co.kr
CHEMS): 2167-8200




