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Kumho
Petrochemical
C o. , Lt d . ( K K P C ) h a s
grown and prospered with
its customers since 1970 by providing
innovative petrochemical solutions and customerfocused service. Today as a trusted partner and
one of the world’s largest and most competitive
producers of synthetic rubbers with worldclass technology and products in the fields of
synthetic resins, phenol derivatives, and specialty
chemicals, we are now expanding into the fields of
energy, electronic materials, building materials,
and advanced materials to drive future growth.
By 2020, we aim to generate consolidated sales
of KRW 20 trillion annually with 20 products
that rank in the global top-5 in their
categories as we pursue our vision
of b e c o m i n g a g l o ba l
leading chemical
group.

Performance Overview

Financial Highlights

Sales

Operating Income

Financial Highlights

In KRW Billions

In KRW Billions

In KRW Billions

5,884

2012

5,132

2013

134

2013

4,766

2014

224

2012

185

Stock Price

%

In KRW

166

2012

170

2013

2014

170

2014

2013

-366

4,766

5,132

51

185

134

Income before Income Tax

188

117

-71

Net Income

131

88

-43

20

81

61

Total Assets

225

4,437

4,212

Total Liabilities

144

2,796

2,652

82

1,642

1,560

Income Statements

+38%

Operating Income

Net Financing Cost
Balance Sheets

130,500

2012

2013

2014

Sales

2014

Debt-to-equity Ratio

Change

Total Equity

95,200

Key Figures

80,600

Operating Margin
Debt-to-Equity Ratio

Market Capitalization

Dividend

In KRW Billions

In KRW

4,062

2012

3,006

2013
2014

2,577

Earnings per Share in KRW

2013

1,500

2014

1,500

2.6%

170%

170%

4,241

3,557

-684

6.1%

-0.8%

0.79

2.72

1.93

-

1,500

1,500

2014
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Number of Shares
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33,491,177

Common Shares
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30,467,691

Preferred Shares
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3,023,486

Market Capitalization in KRW Millions

2,576,787

3,005,590

A-

A-

Interest Coverage Ratio

2,000

3.9%

-

6.9%p

Return on Equity

2012

1.3%p

Dividend per Ordinary Share in KRW
* Consolidated data based on K-IFRS

Stock Information
* Consolidated data based on K-IFRS

Share Data

Sales Revenue by Division

Credit Rating

In KRW Billions

2013

Synthetic

Synthetic

Rubbers

Resins

2014

Credit Rating from Korea Information Service
Per Share Data in KRW

1,853

Net Income

3,549

-684

Book Value

62,688

59,282

1,500

1,500

Dividend

A-

(39%)

A-

Share Price Year-End

Other
Businesses

80,600

95,200

High

95,800

140,000

Low

67,800

77,000

1,588

1,325

Shareholder Structure

(33%)

(28%)

Major Shareholders

24.34%

24.19%

Free Float

35.92%

37.24%

* Consolidated data based on K-IFRS

* Consolidated data based on K-IFRS

A Message from the Chairman

Dear Valued Stakeholders,

to the completion of projects that boosted
PPG and ENERPOR production. Our energy

“ We will generate
stable returns by
enhancing our cost
competitiveness and
firmly securing our
competitive position
going forward,
strengthening the
foundation for
our next phase of
growth.”

The past three years have been a particularly

business began construction of the Yeosu

challenging time for KKPC. Slumping sales

Energy II expansion project as well as a plant

in our core synthetic rubbers business

to produce tire-derived fuel, putting in place

have delayed recovery in profitability.

a system to ensure stable fuel procurement.

Consequently, our key focus has been on

Our building materials business also turned

improving the profitability of commodity

its first operating profit despite ongoing

products, securing a stable supply of key

weakness in the Korean construction market.

feedstocks, and driving development and
sales of high-value-added products.

From a financial perspective, our major
businesses saw operating profitability

We closed 2014 with consolidated sales of

improve, enabling our interest coverage ratio

KRW 4,766 billion and operating income of

to increase from 1.93 at the end of 2013 to 2.72

KRW 185 billion, both of which fell short of

at the end of 2014. Although we had a number

our targets. Our synthetic rubbers business in

of major investment projects underway such

particular continued to underperform, facing

as the Yeosu Energy II expansion, we were

increased competition in the commodity-

able to maintain a sound financial structure

grade marketplace as China and India

through active ongoing liquidity management.

became increasingly self-reliant, butadiene
feedstock prices fell, and natural rubber
prices continued to experience weakness.
Although we were unable to meet our 2014
performance targets, we continued to
make real progress in strengthening the
competitiveness of our existing businesses and
laying the foundation for future growth. Our
synthetic resins business grew sales thanks
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Major Initiatives

We will secure a stable supply of key feedstocks.

We will upgrade our management capabilities.

Your continued support and encouragement

Securing a stable, competitively-priced supply of

In the sales area, we will improve our customer-

are greatly appreciated as our experienced and

We will continue to face an increasingly challenging

butadiene is essential to our continued growth. This

tailored marketing efforts and strengthen

capable teams work to create greater value for

business environment in 2015. Slowing growth

task is expected to become increasingly difficult as

our sales force to ensure we meet our sales

all our stakeholders in the year to come.

and growing self-sufficiency in China as well

current suppliers of this key feedstock expand into

targets. In the production area, we will focus

as increasing vertical integration by naphtha

the synthetic rubbers business. Our goal over the

on increasing the flexibility of our production

crackers present real and growing challenges for

mid to long term is to secure stable supply channels

system to adapt to changing customer demand.

our synthetic rubbers business. That said, we are

as well as to improve the competitiveness of our

In the R&D area, we will accelerate efforts

determined to stand our ground and achieve our

new butadiene production processes.

to develop new products and generate new

business targets through the following initiatives.

Chan-Koo Park
Chairman & CEO, Kumho Petrochemical

demand by upgrading our development and
We will upgrade our product and business portfolio.

technical support capabilities.

We will upgrade our profit structure.

It will take more than simply improving the

Given the continued low-growth trend in

competitiveness of our existing products to

Given the expected low-growth environment for

the petrochemical industry, bolstering the

remain competitive in the years ahead. Continuous

the foreseeable future, we are now laying the

competitiveness of each of our businesses is a key

development of new products and businesses is

foundation for our next phase of growth over

task. We are aggressively focusing on pursuing

crucial. Looking at existing businesses, we are

the next two-to-three years by ensuring our

cost reductions across the supply chain. We are

developing new SSBR products, improving the

existing businesses are rock-solid as we prepare

reviewing all areas from procurement, production,

cost competitiveness of our NdBR products, and

the groundwork for business diversification. We

and inventory to logistics and sales to identify

accelerating development of new carbon nanotube

are determined to make a fresh start in 2015 as

opportunities for savings, setting goals, and

applications. Looking ahead, we are also stepping up

we aim to innovate across all our businesses.

executing them.

our efforts to identify and enter the new businesses
that will drive future growth.
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Vision 2020

KKPC has an ambitious vision to become a global leading
chemical group by 2020 with sales of KRW 20 trillion and at
least 20 products with a top-5 global market share.
As we focus on upgrading the competitiveness of our
core businesses, we will also be working to enhance our
leadership capabilities, secure a strategic competitive edge,
develop value-added products, and expand our business
portfolio by acting on new opportunities in energy and other
new businesses that will drive future growth.

By 2020, we aim to be a global leading chemical
group with sales of KRW 20 trillion and 20 worldclass products.
Mission
1

2

For Our Customers
We create customer value with the best
solutions and synergy.

For Our Shareholders
We deliver shareholder value by selecting
and focusing to maximize profits.

3

4

For Our Employees
We work to create a virtuous cycle of growth
where both company and employees grow.

For Humanity & The Environment
We will create green chemicals that coexist in
harmony with people and nature.

Core values
1

2

Passion For Excellence
We take the initiative with responsibility
and passion, always learning as we aim
for world-class professional and technical
leadership in pursuit of our vision.

Innovation For Satisfaction
We embrace change as we proactively strive
to deliver increasingly greater value to our
customers, unencumbered by conventional
practices and success formulas.

3

4

Collaboration For Unity
We build personal and professional
trust through respect for diversity,
open communication, and mutual
collaboration.

Responsibility For Integrity
Our commitment to social and corporate
responsibility is built on a commitment to the
basics that puts environmental safety and
corporate ethics first.

Slogan

08
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Our Quest Goes Beyond the Best
At KKPC, our motto “Beyond the best” captures
our never-ending pursuit of excellence. As we
pursue growth in today’s challenging market
environment, we are focused on upgrading the
competitiveness of our existing products. At the
same time, we are actively developing new valueadded products and exploring possibilities for
synergy in existing businesses.

Aiming Higher:

10
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A Global Leading Chemical Group
We are upgrading our capacity and foundation
for growth as we continue to expand our
business portfolio. Our affiliates and people are
collaborating to create new opportunities that
will strengthen our foundation as we take the
next step towards achieving our Vision 2020
goals. Our commitment and efforts to go beyond
the best will continue as we step up our quest to
become a global leading chemical group.

Our Quest
Goes Beyond
the Best
12
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Aiming Higher 1:

Our Leadership
At KKPC, we are one of the world’s largest producers of synthetic rubbers.
Our reputation in this market combined with top quality and leading supply
capabilities continue to reinforce our position as a market leader. In the coming
years, we plan to expand our production capacity in commodity product
categories such as SBR and BR as we build momentum in value-added categories
such as SSBR and NdBR. We also plan to diversify into non-tire product categories
as we continue to emerge as one of the industry’s most competitive players.

14

Management Review

Toptier

MARKET POSITION
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Aiming Higher 1:

1,339,000 mtpy

Our Leadership

Synthetic Rubbers Capacity

At KKPC, we are one of the world’s largest producers of synthetic rubbers.
Our reputation in this market combined with top quality and leading supply
capabilities continue to reinforce our position as a market leader. In the coming
years, we plan to expand our production capacity in commodity product
categories such as SBR and BR as we build momentum in value-added categories
such as SSBR and NdBR. We also plan to diversify into non-tire product categories
as we continue to emerge as one of the industry’s most competitive players.

14

Management Review

KKPC is the unrivaled leader
in Korea’s synthetic rubbers
market and a top-tier global
player. Over 10% of the
tires produced globally are
made with our products.
In 2014, we produced and
delivered 1,339,000 metric
tons of synthetic rubbers to
customers around the globe.

Kumho Petrochemical Annual Report 2014

MARKET POSITION
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Aiming Higher 2:

Our Strategy

+9%

CAPACITY EXPANSION

At KKPC, our operating income rose 38% in 2014 despite
lower sales. The highlights for the year included a return to
profitability in our phenol derivatives business and a significant
improvement in our synthetic resins business. We are currently
on track to complete capacity expansion projects for our
phenol, acetone, and cumene businesses by 2016.

16

Management Review
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Aiming Higher 2:

Our Strategy

695,000 mtpy
Synthetic Resins Capacity

At KKPC, our operating income rose 38% in 2014 despite
lower sales. The highlights for the year included a return to
profitability in our phenol derivatives business and a significant
improvement in our synthetic resins business. We are currently
on track to complete capacity expansion projects for our
phenol, acetone, and cumene businesses by 2016.

16

Management Review

In 2014, we completed a
strategic 55,000 mtpy
expansion in our PPG
(polypropylene glycol)
business, enabling us to
maximize profitability as
market conditions continued
to improve in the synthetic
resins field. These conditions
enabled us to significantly
grow profitability in this
business. We aim to build
on this progress to secure
sound profitability and
growth as we continue to
improve the competitiveness
of our products and expand
into new markets.

CAPACITY EXPANSION

Kumho Petrochemical Annual Report 2014
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Aiming Higher 3:

Our Innovation

9

GLOBAL TOP-5
PRODUCTS

At KKPC, our KSL-341 foam latex product was recognized in 2014 for
achieving a global top-5 market share. The “World-Class Product of
Korea” designation is awarded by Korea’s Ministry of Trade, Energy &
Industry to products that achieve a global top-5 market share in their
respective category with at least a 5% market share and global sales
of at least USD 50 million.
We now have achieved a top-5 market share in a total of 9 product
categories. These include synthetic rubber products—SBR, HBR, LBR,
NB latex, NBR, KSL-341 foam latex, and EPDM—and specialty chemical
products—KUMANOX 13 and KUMANOX 5010L antioxidants.

18

Management Review
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Aiming Higher 3:

9 Global
Top-5 Products
SBR Styrene butadiene rubber
HBR High-cis polybutadiene rubber
NBR Acrylonitrile butadiene rubber
LBR Low-cis polybutadiene rubber
NB Latex Acrylonitrile butadiene latex
At KKPC, our KSL-341 foam latex product was recognized in 2014 for
achieving a global top-5 market share. The “World-Class ProductKSL-341
of
Foam latex
Korea” designation is awarded by Korea’s Ministry of Trade, Energy
&
EPDM Ethylene propylene diene monomer
Industry to products that achieve a global top-5 market share in their
13 Antioxidant
respective category with at least a 5% market share and global KUMANOX
sales
of at least USD 50 million.
KUMANOX 5010L Antioxidant

Our Innovation

In 2014, Korea’s Ministry
of Trade, Energy &
Industry recognized
our KSL-341 foam latex
product with the “WorldClass Product of Korea”
designation for achieving
a No. 3 market share with
11% of the market. We
have produced foam latex
since 1991 and currently
have a production
capacity of 15,000 mtpy.

GLOBAL TOP-5
PRODUCTS

We now have achieved a top-5 market share in a total of 9 product
categories. These include synthetic rubber products—SBR, HBR, LBR,
NB latex, NBR, KSL-341 foam latex, and EPDM—and specialty chemical
products—KUMANOX 13 and KUMANOX 5010L antioxidants.

18

Management Review
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Aiming Higher 4:

Our Synergy

2×

GENERATING CAPACITY

At KKPC, steam and power are key inputs into our production
processes. In 1997, we commissioned the Yeosu Energy I
cogeneration utility. Then in 2009, we commissioned Yeosu Energy
II, Korea’s first cogeneration utility to operate on a more efficient
and eco-friendly tire-derived fuel. We are currently expanding the
generating capacity of Yeosu Energy II as we set our sights on nearly
doubling our total generating capacity by 2016. The KRW 425.8
billion project is designed to maximize synergy with our synthetic
rubbers and resins businesses as well as make energy one of our
new core businesses.

20

Management Review
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Aiming Higher 4:

Our Synergy

Yeosu Energy
capacity after
expansion
1,710 tons/hour
Steam

At KKPC, steam and power are key inputs into our production
processes. In 1997, we commissioned the Yeosu Energy I
cogeneration utility. Then in 2009, we commissioned Yeosu Energy
II, Korea’s first cogeneration utility to operate on a more efficient
Electricity
and eco-friendly tire-derived fuel. We are currently expanding the
generating capacity of Yeosu Energy II as we set our sights on nearly
doubling our total generating capacity by 2016. The KRW 425.8
billion project is designed to maximize synergy with our synthetic
rubbers and resins businesses as well as make energy one of our
new core businesses.

300 MWh

20

Management Review

When completed in 2016,
the expansion of Yeosu
Energy II will increase the
overall generating capacity
of our energy business from
155 MW of electricity and
910 tons of steam per hour
to 300 MW and 1,710 tons,
respectively. The increased
capacity will serve both
us and our affiliates and
is expected to enable our
plants to operate more
economically and efficiently
as well as grow both sales
and profitability for our
energy business.

GENERATING CAPACITY
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Aiming Higher 5:

Our Portfolio

NEW OPPORTUNITIES

At KKPC, we have our eyes on the future. In 2015, our business focus
will be on upgrading the foundation for our next phase of growth by
ensuring our existing businesses are sound as we explore a wide range
of opportunities to expand our business portfolio. Continuous growth
is the lifeblood of companies, and we will be focusing on futureoriented businesses that will drive our long-term growth.

22

Management Review
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Aiming Higher 5:

Business portfolio
diversification

Our Portfolio

- Carbon nanotubes
- Solar power generation
- Renewable fuels

At KKPC, we have our eyes on the future. In 2015, our business focus
will be on upgrading the foundation for our next phase of growth by
ensuring our existing businesses are sound as we explore a wide range
of opportunities to expand our business portfolio. Continuous growth
is the lifeblood of companies, and we will be focusing on futureoriented businesses that will drive our long-term growth.

22

Management Review

Our focus on growth takes
many forms. Since entering
the high-tech carbon
nanotube business in 2009,
we have commercialized our
first products and are now
laying the groundwork for
growth in this new business.
We entered the solar power
generation business in 2012,
expanding into this industry
that continues to grow yearafter-year. Beyond these
areas, we are exploring
new butadiene production
processes to secure that
crucial feedstock for our
existing businesses. We
are also moving into the
renewable fuel business with
a focus on tire-derived fuel
to power our growing energy
business.

NEW OPPORTUNITIES
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Management
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Corporate
Governance

At KKPC, we are committed to earning
the trust of all our stakeholders—from
shareholders and customers to employees,
partners, and communities. Today, our boardcentric governance structure enables us to
practice responsible, ethical, and transparent
management as we strive to create
greater value for all stakeholder groups.

Board of Directors // As of the end of 2014, our board was comprised of five directors, three
of which were outside directors nominated by the Outside Director Nominating Committee
and elected at the annual general shareholders’ meeting. The board consults on and conducts
oversight of all major business activities and has final decision-making authority and
responsibility in all business matters. In addition to ensuring all decisions benefit shareholders,
the board has the objective of maximizing corporate value from a long-term perspective. In
2014, the board met 10 times to decide on a total of 24 major agenda items.
Board Committees // Outside directors hold over half of the board seats to enhance the board’s
independence and professional expertise. The Audit Committee plays a key internal control
role, elevating transparency in management and credibility in financial disclosures. The Outside
Director Nominating Committee identifies, screens, and nominates qualified professionals to
serve on the board.

Board of Directors
Chan-Koo Park
Chairman & CEO, Kumho Petrochemical
Seong-Chae Kim
President & CEO, Kumho Petrochemical
Yong-Man Rhee
Outside Director, Audit Committee and Outside Director Nominating Committee
Former Minister, Ministry of Strategy & Finance
Jin-Ho Chung
Outside Director, Audit Committee and Outside Director Nominating Committee
Vice-chairman, MC Pavilion Alternative Investment
Ok-Rial Song
Outside Director, Audit Committee
Professor, Seoul National University School of Law

26

Management Review

Kumho Petrochemical Annual Report 2014

27

Shareholder
Value

At KKPC, we focus on creating greater value
for our shareholders. Despite challenging
circumstances in our core synthetic rubbers
business due to the sluggish global economy,
our synthetic resins and phenol derivatives
business saw improved profitability in 2014,
enabling operating profit to rise by 38%. We
will continue to build on this success as we
work to generate greater growth and value in
the coming years.

Capital Market Overview // While both Europe and the US expected their economies to improve
in 2014, their recoveries fell short of market expectations. Although improving economic indicators
in the US led to the end of quantitative easing and Japan pushed growth under the “Abenomics”
banner, there were limits to how far signals and polices from advanced markets could influence
the global economy. These positive developments were overtaken by serious concerns about the
situation in the Ukraine and the possible exit of Greece from the Eurozone, dampening investor
sentiment.
The Korean financial market was also impacted by these factors. The previously mentioned global
issues combined with a sluggish local economy took their toll on corporate results, leading to falling
profits and investor confidence, with numerous funds exiting the stock market. The KOSPI Index
closed the year at 1,916 points, down from above 2,000 points at the start of the year.
Share Performance // The same global weakness that hobbled capital markets in 2014 also
contributed to the challenging marketing environment for petrochemical products. Although our
overall performance for the year improved, the poor performance by our core synthetic rubbers
business did not meet market expectations. This led our share price to fall from KRW 95,200 at the
start of the year to KRW 80,600 at the close. While the KOSPI Index declined about 5% in 2014,
the chemicals sector as a whole dropped more than 10%, with some shares falling more than 30%.
This greater drop versus the index clearly reflects the industry’s greater sensitivity to economic
conditions.
IR Initiatives // Despite the challenging business environment, we have continued to strive to
provide timely and accurate disclosure of key business issues and financial updates to our investors
via our website. These efforts have earned us credibility in the market and a fair market valuation as
we focus on our strategic goal of attracting quality, long-term investors.

KKPC Stock Price vs. Key Indexes

KKPC Stock Performance in 2014

KKPC
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%
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In 2014, we communicated the results, outlook, and major issues faced by both KKPC and our
affiliates at each quarterly earnings release to help market participants better understand our
businesses. We continued to hold meetings to create opportunities to communicate with both
domestic and international institutional investors. We participated in one-on-one meetings on a
weekly basis as well as conference calls with investors. We courted new investors through nondeal roadshows. We also worked to build credibility with market participants by attending a variety
of domestic and overseas conferences and corporate days to reach a wider, more diverse pool of
investors.
In the interest of providing fair, transparent, and timely disclosure to all investors, we continued
to expand the scope of information available on our IR website, making it as easy as possible
for all interested parties and individual investors in particular to access and understand our
overall business situation. We also updated our website to make it easier for investors to find the
information they are looking for as we continued to burnish our image in the marketplace.
Share Dividend // It is our policy to consistently return a fair and reasonable portion of our profits
to our investors. Although the market situation for our core synthetic rubbers business continued
to worsen, our increasingly diversified business portfolio enabled us to improve our year-on-year
performance and match our 2013 dividend. We declared a cash dividend of KRW 1,500 per common
share and KRW 1,550 per preferred share for 2014, representing 30% and 31% of the KRW 5,000 par
value, respectively.
While the 2015 outlook for the global economy and petrochemical market is not looking so positive,
we expect to achieve our business targets and maintain the current dividend payout ratio to enhance
both our credibility and shareholder value.

28

Management Review
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Research &
Business
Development

At KKPC, we know that research and
development is at the core of both our
competitiveness and future. Our R&D efforts
span a broad range of areas from product
quality improvement and market-leading
technical development to productivity
improvement and manufacturing cost
reduction. Through organic collaboration
between production, research, marketing,
and all other areas of our operations, we
are working hard to ensure that our R&D
advances make a meaningful difference to
the bottom line.

R&BD Organization // We refer to our R&D activities as “R&BD” or research and business
development to reflect the common sense idea that business strategy as well as potential
market needs must be taken into account from the R&D planning phase to ensure that each
project makes a concrete contribution to corporate strategy. Our R&BD activities revolve around
the Kumho Petrochemical R&BD Center in Daejeon, which focuses on the fields of synthetic
rubbers, synthetic resins, next-generation materials, and the Kumho Electronic Materials
Laboratory in Asan, which focuses on advanced, value-added materials for the semiconductor
and display sectors.
Kumho Petrochemical R&BD Center // We opened our first R&DB center along with our Ulsan
plant in 1973 to strengthen our foundation in the synthetic rubbers field, expanding research
over time into the specialty chemical and polymer fields. In 1994, the center moved to its current
location at a new campus in Daejeon. Since then, it has steadily expanded its activities to cover
strategic new fields and become one of Korea’s top general materials research centers.
Kumho Electronic Materials Laboratory // We opened this laboratory in 1998 in conjunction
with our entry into the semiconductor chemicals field with the completion of our Asan plant.
This co-location has enabled us to bring new products to market and improve the quality of
semiconductor processing materials such as BARC (bottom anti-reflective coatings) and PSPI
(photosensitive polyimide) as well as LCD sealants and other materials for the display industry.
The center has registered more than 200 patents in the photoresist field alone, winning
recognition for its technical capabilities as it partners with global semiconductor makers to
develop products that meet their specific needs.

R&BD Investments
as percentage of sales

30

0.73%

0.79%

0.71%

2012

2013

2014

Management Review
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Major
Innovations

32

1

3

High-Performance SSBR Grades

Mono-Styrenated Phenols

With rising demand for eco-friendly tires and
tire labeling requirements becoming increasing
common, demand for SSBR (solution styrene
butadiene rubber), a material recognized for its
superior silica filler dispersion characteristics,
is growing rapidly. We now produce a variety
of SSBR grades that are expected to generate
our strongest sales growth in the coming
years. Through this project, we have acquired
proprietary manufacturing technologies for
synthetic rubber denaturant, polymer structure
control, and new compounds that enable us to
develop and produce unique SSBR grades with
superior properties.

Also known as MSP, this low-viscosity
phenol paint diluent was developed as
a replacement for hormone-altering
phthalates. We have continued to improve
the quality of our product since launching
sales in 2009. Looking ahead, we are now
developing and exploring applications
for a new product known as MSP500 for
low-VOC high-performance coatings that
deliver excellent consistency for epoxy
and urethane paints without impacting
compounding properties.

2

4

Bio-Based Polyester Polyols

LEADCAP Warm-Mix Asphalt Additive

Rising energy consumption and climate change
have spurred the global chemical industry to
actively develop eco-friendly polyols. The auto
industry already produces polyurethane from
NOP (natural oil-based polyols) for seat foam
and is now working to do the same for interior
components such as headrests and armrests.
NOP is also beginning to be adopted to produce
the slab stock foam used in memory foam bed
mattresses. We have developed bio polyols for
automotive mold foam applications and are
currently exploring ways to expand sales to the
furniture industry.

Launched in 2014, LEADCAP (low-energy
and low-carbon dioxide asphalt pavement)
is a WMA (warm-mix asphalt) additive that
can also be used at existing hot-mix asphalt
plants. A 1.5% mixture of LEADCAP allows
the production temperature of the asphalt
mixture to be reduced by approximately
30°C, resulting in significant reductions in
both energy usage as well as emissions.
These advantages earned LEADCAP a
special environmental certification from the
Korea Environmental Industry & Technology
Institute (KEITI) in 2014.

Management Review

Kumho Petrochemical Annual Report 2014

33

Major
Innovations

34

5

7

Carbon Nanotube Products

ArF Immersion Photoresist

This high-value-added material has
applications across a wide range of fields
including semiconductor packaging, home
electronics, automobiles, electromagnetic
shielding, and heat shielding and dispersion.
We completed and began commercial
production at our carbon nanotube plant
in 2013. We continue to pursue research to
improve performance as well as develop new
products for high-purity, olefin compound,
conductive sheet, home appliance, and
automotive applications to generate new
value in our core synthetic rubbers and
resins businesses.

In 2014, we completed commercialization
of an ArF (argon fluoride) immersion
photoresist, leveraging our technical
background in ArF photoresist to
deliver this upgraded material to reduce
the size and improve performance of
semiconductor chips. We launched
development of ArF photoresist in the early
2000s and began commercial production
in December 2005. The new ArF immersion
photoresist gives us new momentum as we
accelerate development of next-generation
photoresist materials.

6

8

Photosensitive Polyimide

ArF Immersion BARC

PSPI (photosensitive polyimide) is an
exceptionally reliable protective packaging
material applied underneath the epoxy molding
compound layer and above the semiconductor
passivation layer to protect chips from heat,
radiation, and pressure. We completed PSPI
development in 2012 and extended our
technology to DRAM applications in 2014
with enhanced sensitivity, chemical resistance,
and corrosion resistance. With demand for
redistribution line technology expected to
grow, we are now working on PSPI products
for OLED pixel membranes and other advanced
applications as we expand our product lineup.

BARC (backside anti-reflective coatings)
are polymer coatings used on the lower
layer of photoresist to control light
reflection in high-resolution lithography.
Since the launch of commercial production
of KrF BARC in 2008, we have been
developing ArF immersion BARC products
to satisfy the semiconductor industry’s
demand for higher chip densities and
performance. We began commercial
production in December 2014 and expect
this technology to play a key role in our
development of future high-performance
BARC products.

Management Review
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Risk
Management

At KKPC, we recognize that our success
and survival depends on how we handle the
challenges that come our way. Today, our
comprehensive risk management system
enables us to effectively prevent and manage
the full spectrum of risks that we face in the
fast-changing global marketplace.

Currency Risk // When setting our business plans for 2015, we adopted a conservative exchange
rate for our projections. Given that the average exchange rate in December 2014 stood at KRW
1,104 to USD 1, we believe that the exchange rate will not be a significant barrier to achieving our
targets as we pursue our strategy for the coming year.
In 2014, approximately 74% of total sales was in foreign currencies, primarily the US dollar.
Although our foreign-currency income is slightly higher than our expenses due to the high
proportion of exports, our slightly long cash position between the two means that exchange rate
fluctuations will have a minimal impact on overall profitability.
Market Risk // Falling feedstock prices in the wake of the steep decline in oil prices combined
with rising oversupply in the synthetic rubbers market led to lower selling prices for our
products in 2014. This market oversupply situation is projected to continue through 2015 and for
least 2~3 years in the synthetic rubbers market. Given the situation, the volatility of feedstock
prices is expected to increase.
Our response will be to bolster our inventory management capabilities to minimize inventory
risk from market price fluctuations as we focus on keeping our order volume stable. To achieve
these objectives, we will strive to increase the portion of long-term supply contracts with our
customers as we continue to pursue new opportunities to grow our customer base. We will
adjust our regional sales quotas to reflect the changing market conditions in the pursuit of
greater profitability. We will also be focusing on expanding sales of value-added products as we
work to smooth out sales and improve profitability in today’s fluctuating markets.
Raw Materials Risk // BD (butadiene) is a key feedstock used to produce synthetic rubbers
such as SBR and BR as well as synthetic resins such as ABS. In 2014, the sluggish global
economy contributed to falling demand for synthetic rubbers, ultimately impacting BD prices.
Increased oil production in Saudi Arabia played a major role in the 40% year-on-year decline in
oil prices, sending BD prices down to under USD 1,000 per metric ton at year end.

Butadiene Price Movement in 2014
Looking ahead, low oil prices and demand are expected to continue in the first-half of 2015.
Oversupply in the synthetic and natural rubbers markets is projected to continue throughout the
year, making price recovery unlikely. The speed of China’s economic recovery will be a significant
factor in the direction of the global economy.

USD/ton, CFR China, Source: Platts

2,000

In the near term, we will be working to expand our BD supply contracts with existing domestic
and international suppliers as well as seeking new suppliers in the Middle East and Europe to
ensure our BD feedstock requirements are met. In the longer term, we will continue to actively
commercialize new, more efficient BD production processes and strategically invest to increase
our BD self-supply ratio.

1,500

1,000

Financial Risk // Since we graduated from our MOU with creditor banks at the end of 2012, our
strong cash-generation ability has enabled us to steadily improve our financial soundness. We
closed 2014 with total debt of KRW 1.9 trillion and a debt-to-equity ratio of 170%.
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Although our ongoing Yeosu Energy II expansion project makes it unlikely that debt will
decrease in 2015, we do plan to leverage our healthy cash flow to gradually reduce borrowings
in the coming year. Once Yeosu Energy II is completed in 2016, we expect to see a significant
improvement in our financial structure. If necessary, we are prepared to sell our available-forsale securities in Daewoo Engineering & Construction and Asiana Airlines as well as treasury
stock to secure additional liquidity.
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At KKPC, we believe that ethical management
is a corporate imperative and ultimately a core
competitive advantage. On September 1, 2002,
we announced our commitment to ethical
management and established a code of conduct
and rules to lay a solid foundation for integrity
across our organization. This foundation
continues to guide the way we do business and
fulfill our social responsibility to this day.

Stakeholder Trust // As a trusted and respected company, we have built and strengthened an
institutional framework over the years that respects legal and social norms and fosters ethical
management practices. Our 8-point code of conduct and a 4-chapter, 16-section guidebook covering
ethical guidelines define appropriate behavior and set the criterion for making value judgments for
our entire organization. We also operate a 24-hour hotline for reporting violations of the above code
and rules as we continue to foster a rational and clean corporate culture.

Trust

Social Responsibility

We strive to be a trusted
and respected company by
practicing transparency in
accounting and keeping our
promises to our customers.

We are making the world a
brighter, warmer place by
caring for the disabled and
underprivileged, participating in
blood drives, supporting culture
and the arts, and other activities.

Win-Win

Environment & Safety

We are creating a culture
of shared growth with our
stakeholders by building
healthy, mutually beneficial
relationships with our
employees and suppliers.

We strive for harmony
between nature and man
and a safe and worry-free
work environment through
systematic environmental
and safety management.

Management Review

Win-Win Relationships // We are firm believers in building win-win relationships with both our
employees and suppliers as we pursue shared growth. For our employees, we operate a number of
communication channels such as our labor-management win-win program and grievance-handling
system to foster reason- and principle-based labor relations and create a cordial labor culture. For
our suppliers, we strive to build relationships that are transparent, fair, and mutually beneficial.
Toward that end, we operate a variety of support programs that promote financial stability, increased
operational efficiency, and technical collaboration. In practice, this means that we pay small and
medium-size vendors in cash, offer financial assistance, provide training and technical support,
share information, and undertake joint technical development projects.
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At KKPC, we have set long-term environmental
goals to protect our planet’s environment
and achieve low-carbon green growth.
These goals include developing eco-friendly
products, reducing energy consumption and
emissions, playing a leading role globally in
the environmental, safety, and health fields,
and strengthening system capabilities to
provide the framework for our environmental
management strategy going forward.

EHS Initiatives // In 1999, we joined the Korea Responsible Care Council, the local chapter of the
global chemical industry’s Responsible Care sustainability initiative. Since 2003, we have conducted
annual internal reviews of our performance in the fields of plant safety, employee safety and health,
pollution prevention, and emergency preparedness.
Our integrated EHS system and supporting organization work hard to provide a safe and healthy
environment for our employees, customers, and communities. Backed by regular training and a
comprehensive emergency response system, every employee plays a role in keeping our workplace
safe. Beyond these efforts, we never stop striving to reduce feedstock and energy consumption to
protect the environment as well as lay the foundation for greater competitiveness. At every stage of
the value chain from feedstock acquisition to product delivery, we continually monitor and manage
a wide range environmental and safety factors to fulfill our EHS mission.
Climate Change Mitigation Initiatives // We are currently in the process of formulating a corporatewide response to climate change as we continue to strive to reduce our carbon footprint. We have
assembled a taskforce to prepare our long-term strategy and are now working with third-party
experts to confirm current emissions levels at our operations, evaluate potential opportunities for
reduction, and calculate the marginal cost of those options. We have also completed greenhouse gas
inventories and set emissions reduction targets for each of our plants and are now in the process
of setting up an integrated management system that will enable us track and compare per-unit
emissions for our products. We are currently running offline training programs and regular updates
on our corporate intranet to raise employee awareness of environmental issues.

Environmental Vision

Long-Term Strategy

We aspire to be a company that
creates the future by meeting
the needs of humanity and the
environment.

Develop eco-friendly
products

Management Review

Reduce energy
consumption and
emissions
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Play leading role
globally in EHS

Strengthen system
capabilities
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Social
Responsibility

At KKPC, we are fostering a corporate culture
that embraces social responsibility through
a wide range of initiatives. From donations
of special equipment for the physically
and visually disabled to window systems
for aging welfare centers, we are making a
real difference in the lives of society’s most
needy as we encourage our people to get
involved in their local communities.

Special Initiatives // We have a special place in our heart for the disabled and disadvantaged.
Since 2008, we have donated custom-designed wheelchairs to rehabilitation centers that serve
the severely disabled. We have also installed our high-quality Hugreen window systems at aging
community welfare centers in need of repair.

Special Initiatives

Community Initiatives

Hugreen window systems
for welfare centers

Assistance devices
for the visually disabled

42
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Custom wheelchairs
for the severely disabled

We also have a variety of programs to help the visually disabled. We distribute easy-to-use
telescoping canes, tactile ground surface indicators, and braille keyboards to schools for the blind
and welfare centers serving the disabled nationwide. On a more general note, we continue to expand
hiring of the disabled as well as help disabled employees and their families. We also participate in
annual blood drives, donating the donation certificates we receive to needy organizations.
Community Initiatives // Over the years, our social responsibility focus has shifted from passive
actions such as donations to active win-win engagement as we strive to make community service
a pillar of our corporate culture through a growing range of programs and initiatives. We encourage
our people to volunteer by supporting them, systematically managing our efforts, and recognizing
outstanding service. Our entire family helps raise funds to benefit the less fortunate by donating
paycheck amounts under KRW 1,000 as well as making set monthly donations to charity that are
matched by the company, doubling our impact for good. In the years ahead, we aim to make our
communities a better place to live through specialized community service projects driven by the
passion and generosity of our volunteers.

Employee donations and
matching grants

Volunteer service
activities

Annual blood
drives
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2014
Overview

In 2014, weaker-than-expected economic recovery in
Europe, concerns about the possible exit of Greece from
the Eurozone, and conflict between the Russia and Ukraine
led to growing concerns about the Eurozone economy.
This, combined with sluggish growth in China, contributed
to the continued stagnation of the global economy.

Sales by Market //

Korea

Exports

36%

Beyond the decline in demand brought on by the sluggish economy, our synthetic rubbers
business faced a deteriorating market environment as aggressive capacity expansion in
emerging markets increased their ability to meet their own needs, further intensifying
competition. The dramatic drop in international oil prices in the second half of the year
sparked volatility in both feedstock and product prices, leading to shrinking demand, falling
prices, and lower sales.

64%

In contrast, our synthetic resins business experienced dramatic growth in sales and
profitability, benefitting from balanced supply and demand in the market and strong prices
for key feedstock styrene monomer.
Our phenol derivatives business also enjoyed improved profitability thanks to a supply
adjustment, enabling that business to return to the black.

Exports by Region //

We closed 2014 with consolidated sales of KRW 4,766 billion, a 7.1% year-on-year decline.
Operating income jumped 37.7% to KRW 185 billion. In terms of financial structure, we were
able to maintain our debt-to-equity ratio at roughly the same level as 2013 despite a largescale investment now underway to expand the capacity of our Yeosu Energy II plant by
2016 thanks to the liquidity generated by operating activities.
These results were made possible by the stable and safe operations of our production
facilities. Most notably, our Yeosu plant surpassed its longest period of accident-free
operation in 2014, marking its 11th year. This performance was even more significant due to
the interrelated nature of safety, stable operations, and the environment.

Rest of World

6%
Americas

12%

Europe
6

11%

4

China

29%

Middle East
3

7%

2

5

Asia
(Excluding China)

35%
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Synthetic
Rubbers

Sales in our synthetic rubbers business fell 19.3% to
KRW 1,853 billion in 2014. Our key focus for 2015 will be on
securing a stable sales base and boosting profitability.

Sales Revenue

Review // Synthetic rubbers accounted for 38.9% of total consolidated sales in 2014. This
business experienced a 19.3% drop in sales to KRW 1,853 billion, making it the primary
reason behind our poorer-than-expected performance for the year. Taking a closer look at
the factors behind the drop, slowing growth in China and stagnant economies in Europe
led to a continued decline in demand. As synthetic rubbers producers cut production
and oil and naphtha prices crashed, prices of key feedstock butadiene (BD) also fell. As
those prices fell, so did the price of synthetic rubbers and our profitability. Another factor
that added further downward pricing pressure was continued pricing softness for natural
rubber as producers in Vietnam, China, and other markets continued to add capacity.

38.9%

One bright spot in these challenging circumstances was the designation of our KSL341 foam latex product as a “World-Class Product of Korea” for achieving a global top-5
market share. The designation is awarded by Korea’s Ministry of Trade, Energy & Industry
to products that achieve a global top-5 market share in their respective category with at
least 5% of the market and global sales of at least USD 50 million. We have now achieved
a top-5 global market share in a total of 9 product categories, including 7 synthetic rubber
products—SBR, HBR, LBR, NB latex, NBR, KLS-341 foam latex, and EPDM.

In KRW Billions

1,853
of total sales

Main Products //
SBR, BR, SSBR, NBR, HSR,
NdBR, Latex, SBS, STE,
LEADCAP
Key Applications //
Tires, Shoes,
Automobile Parts,
Sporting Goods,
Asphalt,
Waterproof Sheet,
Plastics,

Outlook // Global auto production is projected to rise approximately 4% in 2015, bolstered
by a steady recovery in the US and rising sales in China and India. Tire production is also
projected to rise around 4%, driven by growing demand in China.
We will be focusing on expanding sales of commodity SBR and BR to global tiremakers
to secure a solid sales base and improve profitability. At the same time, we will secure
leadership in strategic value-added product categories such as SSBR and NdBR by
upgrading our customer management capabilities and expanding our customer base.

Major Customers //
Kumho Tire,
Hankook Tire,
Nexen Tire,
Bridgestone Tire,
Goodyear Tire,
Continental Tire,
Moorim Paper

For key feedstock butadiene, delayed global economic recovery and continued low oil prices
are expected to keep prices at roughly the same level or slightly lower in the near term.
However, supplies are expected to be tight if the economic recovery gains momentum.
In addition to pushing forward with plans to adopt new production processes to ensure
a stable and economical supply of this feedstock, we will be strategically investing to
improve our self-supply ratio and secure a stable supply of feedstock.
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Synthetic
Resins

Sales in our synthetic resins business declined 1.7% to
KRW 1,325 billion in 2014. Our key focus for 2015 will
be on expanding sales of commodity-grade products,
strengthening our sales base, and securing a stable
supply of feedstocks.

Sales Revenue
In KRW Billions

1,325
27.8%

of total sales

Review // Synthetic resins accounted for 27.8% of total consolidated sales in 2014. This
business experienced a 1.7% decline in sales to KRW 1,325 billion.
Although falling international oil prices contributed to lower selling prices, our profitability
rose thanks to the continued balance in supply-demand for ABS (acylonitrile butadiene
styrene) and other synthetic resins. Unlike other chemicals, steady demand for these
products and strong prices for feedstock SM (styrene monomer) made them less
susceptible to download price pressure. Improved profitability here translated into higher
overall profitability for the company.

Main Products //
ABS, EP, SAN, PS, EPS,
ENERPOR, PPG
Key Applications //
Automobile Parts,

In July 2014, we successfully completed a 55,000 mtpy expansion project of our PPG
(polypropylene glycol) plant. Thanks to timing that coincided with a market upturn and
improved economies of scale, the project elevated our competitiveness to the next level.
This, combined with flexible inventory management, enabled us to effectively meet our
sales targets to maximize profitability.

Home Appliances,

Outlook // The supply-demand balance in the synthetic resins market is projected to
continue in 2015. Producers are expected to operate at the same levels of production,
and there are no concerns about new capacity coming online. Styrene monomer prices
are expected to stay strong as producers conduct scheduled maintenance shutdowns
throughout the year. Demand for synthetic resins is expected to be steady with prices
holding stable or rising slightly.

Major Customers //

Beverage Containers,
Sporting Goods,
Office Supplies,
Building Materials,
Synthetic Wood

Samsung Electronics,
LG Electronics, Sharp,
Hyundai Motor, GM Korea,
Canon, Kingfa, Haier, Kelon,
Sabic, Korea Yakult

Our key focus in 2015 will be to ensure that our synthetic resins business continues to
generate solid profitability. We will be building a solid platform for sales in international
markets by expanding into new geographical regions, expanding sales of commodity-grade
products, and upgrading our customer management capabilities. We will also focus on
sales of strategic high-margin products to further bolster our bottom line. With supplies
of styrene monomer expected to be tight, we will also continue to focus on securing the
volume we need by continually monitoring market inventory to minimize price fluctuations
and ensure a stable supply of this key feedstock.
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Other
Businesses

Sales in our other businesses—including phenol derivatives,
specialty chemicals, energy, electronic materials, and building
materials—increased 6.6% to KRW 1,588 billion in 2014. Our
key focus for 2015 will be on keeping our energy expansion
project on schedule, enhancing cost competitiveness, and
improving our long-term business prospects.

Review // Other businesses accounted for 33.3%
of total consolidated sales in 2014. Encompassing
phenol derivatives, specialty chemicals, energy,
electronic materials, and building materials, these
businesses generated year-on-year growth of 6.6%
to reach sales of KRW 1,588 billion. Improved
performances by our phenol derivatives and
specialty chemicals businesses combined with a
solid performance by our energy business played
a key role in this growth.
Our phenol derivatives business benefitted from
an industry-wide cut in production and capacity
expansion delays, which eliminated the ongoing
supply imbalance and improved profitability.
This, combined with the impact of our epoxy
plant expansion, helped this business return to
profitability in just one year.
Our specialty chemicals business entered
2014 facing the challenge of continued market
oversupply. We focused on growing sales to global
tiremakers and increasing market share, a strategy
that boosted both shipments and profitability. We
also adjusted our regional portfolio to reflect the
changing marketplace and enable us to flexibly
adapt to it. Together, these efforts enabled us to
greatly improve performance for the year.

52

Beyond the above businesses, we continued
to explore ways to improve our butadiene selfsufficiency to provide a solid foundation for our
core businesses. We also continued to invest
in fields that will drive future growth such as
renewable energy to create a foundation for
sustainable long-term growth.
Outlook // With the unresolved oversupply
issue in the phenol derivatives field due to
capacity expansion, there are concerns over the
negative impact that continued low oil prices
will have. However, we believe that we will be
able to overcome these challenges by expanding
our customer base in China, across Asia, the
Americas, and Europe as well as continuing our
cost-reduction efforts. We are also confident
that we will be able to maintain a solid financial
position as we secure the funds for expansion
projects scheduled for completion in 2016.
Our specialty chemicals business will focus on
growing sales to global tiremakers and steadily
diversifying into new markets to minimize
the impact of anti-dumping actions. A focus
on securing stable feedstock supplies and
improving productivity will also improve cost
competitiveness.

Our energy business continued to generate
growth in both sales and operating profit driven by
stable demand and rising sales to our affiliates. We
also stepped up process management and flexibly
adjusted operations to minimize opportunity
cost during the ongoing Yeosu Energy II plant
expansion.

Our energy business will focus on keeping the
Yeosu Energy II expansion project on track for a
safe and successful completion in 2016. We will
also focus on diversifying our tire-derived fuel
sourcing to improve long-term sourcing stability
and cost competitiveness, further improving our
long-term business prospects.

Our electronics materials business enjoyed a
small increase in sales from its existing product
lineup. However, new investment and delays in
new product sales were significant factors that
kept us from achieving our performance targets.

Our electronic materials business will focus on
solidifying sales of existing products to build a
solid profit base as well as market leadership
in new product areas to achieve operating
profitability.

Our building materials business increased
production to meet rising sales. A focus on
profitability across our product portfolio helped
drive growth in both sales and operating profit,
improving performance in a very challenging
market.

Our building materials business will focus on
winning contracts to secure long-term profitability
as we continue to improve productivity to
maximize performance.

Review of Operations

Sales Revenue
In KRW Billions

1,588
33.3%

of total sales

Phenol Derivatives //
Main Products

Phenol, Acetone, BPA,
MIBK, Epoxy Resin
Key Applications

Home Appliances,
Automobile Parts, Paint
Specialty Chemicals //
Main Products

Vulcanization Accelerators,
Antioxidants
Key Applications

Tires, Belts, Hoses, Electric
Wire, Shoes, Paint for Ships
Energy //
Main Products

Steam and Electricity
Electronic Materials //
Main Products

Photoresist, BARC, PSPI,
Sealant
Key Applications

Displays, Semiconductors
Building Materials //
Main Products

Window Systems,
Interior Materials

Kumho Petrochemical Annual Report 2014

53

Outlook

The global outlook for growth in 2015 is projected to slow
following the downward revision of economic growth
targets in China, a country that has been a major driver of
economic growth in recent years.

Although improving job and consumer markets in the US are raising expectations of
a gradual recovery, economic recoveries in Europe and Japan have stalled and Greek
national debt and other risk factors still remain, holding back growth. Beyond these
factors, global economic uncertainty is increasing as the US moves to raise interest rates
and international oil prices remain volatile. For industries such as petrochemicals that are
particularly sensitive to economic trends, the outlook is not bright. We face an increasingly
challenging business environment where emerging markets are steadily increasing their
ability to supply their own needs, further intensifying competition.

Financial
Review

As we rise to meet these challenges in 2015, we will be focusing on laying the foundation
for our next phase of growth. Just as price competition is intensifying in China and other
developing countries, we will be focusing on improving our cost competitiveness and the
profitability of our commodity products. We will also be expanding sales of high-valueadded products and moving ahead with our energy business expansion project to lay a
firm foundation for greater growth and competitiveness going forward. From a financial
perspective, we will be adopting a more meticulous approach when making investment
decisions to maximize the effectiveness of our investments as we work towards maintaining
a solid financial structure and steadily reducing debt. Together, these strategies will lay the
foundation for us and our affiliates to achieve our vision of being a global leading chemical
group in the coming years.
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Kumho Petrochemical Co., Ltd. and Subsidiaries

Independent Auditors’ Report

The Board of Directors and Stockholders

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

Kumho Petrochemical Co., Ltd.

opinion.

We have audited the accompanying consolidated financial statements of Kumho Petrochemical Co., Ltd.

Opinion

and its subsidiaries (the “Group”), which comprise the consolidated statements of financial position as at

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position

December 31, 2014 and 2013, the consolidated statements of income, comprehensive income, changes in

of the Group as of December 31, 2014 and 2013 and its financial performance and its cash flows for the years then

equity and cash flows for the years then ended, and notes, comprising a summary of significant accounting

ended in accordance with Korean International Financial Reporting Standards.

policies and other explanatory information.
Other Matter
Management’s Responsibility for the Financial Statements

The accompanying consolidated statement of financial position of the Group as of December 31, 2013, and the

Management is responsible for the preparation and fair presentation of these consolidated financial

related consolidated statements of income, comprehensive income, changes in equity and cash flows for the year

statements in accordance with Korean International Financial Reporting Standards, and for such internal

then ended, were audited by us in accordance with the previous Korean auditing standards.

control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

As mentioned in the preceding paragraph, we have conducted our audit in accordance with auditing standards
generally accepted in the Republic of Korea which may vary among countries. In addition, the procedures and

Auditors’ Responsibility

practices utilized in the Republic of Korea to audit such financial statements may differ from those generally

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

accepted and applied in other countries. Accordingly, this report and the accompanying consolidated financial

We conducted our audits in accordance with Korean Standards on Auditing. Those standards require that

statements are for use by those who are knowledgeable about Korean auditing standards and their application in

we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about

practice.

whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the

BDO LLC

entity’s preparation and fair presentation of the consolidated financial statements in order to design audit

Seoul, Korea

procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on

March 2, 2015

the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

This report is effective as of March 2, 2015, 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 financial
statements and notes thereto. Accordingly, the readers of the audit report should understand that the above audit report has not
been updated to reflect the impact of such subsequent events or circumstances, if any.
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Kumho Petrochemical Co., Ltd. and Subsidiaries

Consolidated Statements of
Financial Position
As of December 31, 2014 and 2013

2014

In millions of won

2013

Assets

2014

2013

167,456

167,456

Capital surplus

265,199

265,166

Capital adjustment

(40,285)

(40,348)

64,445

30,927

1,102,565

1,051,441

1,559,380

1,474,642

82,202

85,117

1,641,582

1,559,759

150

1,693

In millions of won

Equity

Non-current assets

Equity attributable to owners of the Group

Property, plant and equipment

₩

Investment property
Intangible assets

2,266,418

2,221,670

166

765

Capital

₩

16,212

19,736

Investments in associates

354,343

337,513

Accumulated other comprehensive income

Available-for-sale financial assets

Retained earnings

338,371

303,439

Loans and other receivables

20,163

20,978

Deferred tax assets

14,459

25,921

Other assets

25,773

22,672

3,035,905

2,952,694

Non-controlling interests

Total equity
Current assets
Inventories
Available-for-sale financial assets
Trade receivables
Loans and other receivables
Cash and cash equivalents
Derivative financial assets
Other assets
Current tax assets

Liabilities

529,333

538,584

10,041

13,227

547,003

539,136

82,524

73,890

Long-term accrued expenses

213,643

83,312

Borrowings

2,609

-

16,082

10,737

164

58

1,401,399

1,258,944

Non-current liabilities
Other payables

4,337

5,348

972,502

1,175,907

Liabilities for defined benefit plans

42,639

28,363

Deferred tax liabilities

31,983

30,732

649

1,169

74

-

4,015

4,208

1,056,349

1,247,420

292,144

286,034

Financial guarantee liabilities
Derivative financial liabilities
Other liabilities

Total assets

₩

4,437,304

4,211,638

Current liabilities
Trade payables
Other payables
Borrowings
Derivative financial liabilities
Current tax liabilities
Other liabilities

Total liabilities

Total equity and liabilities
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₩

237,568

235,729

1,175,695

856,813

-

3

27,757

19,395

6,209

6,485

1,739,373

1,404,459

2,795,722

2,651,879

4,437,304

4,211,638
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Kumho Petrochemical Co., Ltd. and Subsidiaries

Consolidated Statements of
Income

Consolidated Statements of
Comprehensive Income

For the years ended December 31, 2014 and 2013

For the years ended December 31, 2014 and 2013

In millions of won, except earning per share information

Revenue

₩

Cost of sales
Gross profit

2014

2013

4,765,671

5,132,132

4,418,681

4,817,739

346,990

314,393

In millions of won

Net profit (loss) for the year

₩

Other comprehensive income (loss) for the year, net of income tax
1. Items that will not be reclassified subsequently to profit or loss

Selling, general and administrative expenses

162,125

180,164

184,865

134,229

Other income

111,589

72,850

Other expenses

109,646

248,748

Operating income

Financial income
Financial costs
Share of profit of equity accounted investees
Net profit (loss) before income tax

Defined benefit plan actuarial losses

Net profit (loss) for the year

₩

2013

88,334

(42,713)

35,392

(2,088)

(226)

6,109

(226)

6,109

2. Items that will be reclassified subsequently to profit or loss

35,618

(8,197)

Net change in fair value of available-for-sale financial assets

36,393

(11,982)

(558)

2,647

Foreign currency translation differences for foreign operations

41,447

48,156

418

375

122,880

109,594

Net change in retained earnings of investments in associates

(165)

763

Effective portion of changes in fair value of cash flow hedges

(470)

-

123,726

(44,801)

126,641

(16,820)

(2,915)

(27,981)

123,726

(44,801)

11,863

32,582

117,238

(70,525)

28,904

27,812

88,334

42,713

Net change in unrealized gain on valuation of investments in associates

Total comprehensive income for the year
Income tax expense (benefit)

2014

₩

Total comprehensive income attributable to:
Owners of the Group

Profit (loss) attributable to:

Non-controlling interests

Owners of the Group

93,171

(12,323)

Non-controlling interests

(4,837)

(30,390)

Net profit (loss) for the year

88,334

(42,713)

Total comprehensive income for the year

₩

Earnings (Loss) per share (In Korean won)

60

Basic earnings (loss) per share

₩

3,557

(684)

Diluted earnings (loss) per share

₩

3,557

(684)
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Kumho Petrochemical Co., Ltd. and Subsidiaries

Consolidated Statements of
Changes in Equity
For the years ended December 31, 2014 and 2013

Capital

In millions of won

Balance at January 1, 2013

₩

167,456

Capital
Capital
surplus adjustment

265,303

(40,234)

Accumulated other
comprehensive
income

Retained
earnings

Noncontrolling
interests

Total
Equity

41,916

1,113,221

110,690

1,658,352

Total comprehensive
income for the year

Capital

In millions of won

Balance at January 1, 2014

₩

Capital
Capital
surplus adjustment

167,456

265,166

(40,348)

Accumulated other
comprehensive
income

Retained
earnings

Noncontrolling
interests

Total
Equity

30,927

1,051,441

85,117

1,559,759

Total comprehensive income for
the year

Net profit (loss) for the year

-

-

-

-

(12,323)

(30,390)

(42,713)

Net profit for the year

-

-

-

-

93,171

(4,837)

88,334

Net change in fair value of
available-for-sale financial assets

-

-

-

(13,361)

-

1,379

(11,982)

Net change in fair value of
available-for-sale financial assets

-

-

-

33,723

-

2,671

36,394

Foreign currency translation
differences for foreign operations

-

-

-

2,034

-

613

2,647

Foreign currency translation
differences for foreign operations

-

-

-

(115)

-

(444)

(559)

Net change in unrealized gain on
valuation of investments in associates

-

-

-

338

-

37

375

Net change in unrealized gain on
valuation of investments in associates

-

-

-

380

-

38

418

Net change in retained earnings of
investments in associates

-

-

-

-

763

-

763

Net change in retained earnings of
investments in associates

-

-

-

-

(165)

-

(165)

Defined benefit plan actuarial losses

-

-

-

-

5,729

380

6,109

Effective portion of changes in fair
value of cash flow hedges

-

-

-

(470)

-

-

(470)

Defined benefit plan actuarial losses

-

-

-

117

(343)

(226)

Other capital adjustment
(share issuance cost)

-

33

63

-

-

-

96

Dividends

-

-

-

-

(41,999)

-

(41,999)

167,456

265,199

(40,285)

64,445

1,102,565

82,202

1,641,582

Transactions with
owners of the Group,
recognized directly in equity
Capital increase from noncontrolling interests

-

-

-

-

-

2,337

2,337

Other capital adjustment
(share issuance cost)

-

(137)

(114)

-

-

71

(180)

Dividends

-

-

-

-

(55,949)

-

(55,949)

167,456

265,166

(40,348)

30,927

1,051,441

85,117

1,559,759

Balance at December 31, 2013
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Balance at December 31, 2014

₩
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Kumho Petrochemical Co., Ltd. and Subsidiaries

Consolidated Statements of
Cash Flows
For the years ended December 31, 2014 and 2013

2014

In millions of won

2013

Cash flows from operation activities:
Cash generated from operation activities
Interest received
Interest paid
Dividends received
Income tax paid
Net cash provided by operating activities

2014

2013

Net repayments of short-term borrowings

221,855

(309,104)

Proceeds from long-term borrowings

107,247

291,732

(347,696)

(75,008)

In millions of won

Cash flows from financing activities:
₩

401,772

372,950

2,870

3,897

(77,823)

(74,398)

Repayments of current portion of long-term borrowings

14,004

21,576

Repayments of long-term borrowings

(29,600)

(2,666)

(20,843)

(36,346)

Proceeds from issuance of bonds

131,700

49,839

319,980

287,679

Repayments of bonds
Dividends paid

Cash flows from investing activities:
Proceeds from sales of short-term financial instruments

4,547

24

Collection of short-term loans

4,207

-

Increase in long-term loans

(403)

(508)

328

3,696

(254,253)

(350,887)

543

4,323

(1,130)

(2,757)

Proceeds from sales of intangible assets

1,560

1,856

Acquisition of investments in associates

(13,475)

-

Acquisition of available-for-sale financial assets

(2,406)

(3,449)

Proceeds from sales of available-for-sale financial assets

29,205

4,195

Collection of long-term loans
Acquisition of property, plant and equipment
Proceeds from sales of property, plant and equipment
Acquisition of intangible assets

Acquisition of financial assets held to maturity
Proceeds from sales of other investments
Receipt of insurance money
Effect of change in scope of consolidation
Net cash used in investing activities

64

Capital increase from non-controlling interests
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-

6

22

66

-

3,756

-

417

(231,255)

(339,262)

Payment for share issuance costs of subsidiary
Net cash from used in financing activities

Effect of exchange rate fluctuations on cash held
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
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₩

-

(11,700)

(41,998)

(55,947)

-

1,801

-

(143)

41,508

(111,196)

98

(150)

130,331

(162,929)

83,312

246,241

213,643

83,312
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Independent Auditors’ Report

The Board of Directors and Stockholders

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

Kumho Petrochemical Co., Ltd.

opinion.

We have audited the accompanying separate financial statements of Kumho Petrochemical Co., Ltd.

Opinion

(the “Company”), which comprise the separate statements of financial position as at December 31, 2014

In our opinion, the separate financial statements present fairly, in all material respects, the financial position of

and 2013, the separate statements of income, comprehensive income, changes in equity and cash flows

the Company as of December 31, 2014 and 2013 and its financial performance and its cash flows for the years

for the years then ended, and notes, comprising a summary of significant accounting policies and other

then ended in accordance with Korean International Financial Reporting Standards.

explanatory information.
Other Matter
Management’s Responsibility for the Financial Statements

The accompanying separate statement of financial position of the Company as of December 31, 2013, and the

Management is responsible for the preparation and fair presentation of these separate financial statements

related separate statements of income, comprehensive income, changes in equity and cash flows for the year

in accordance with Korean International Financial Reporting Standards, and for such internal control as

then ended, were audited by us in accordance with the previous Korean auditing standards.

management determines is necessary to enable the preparation of separate financial statements that are
free from material misstatement, whether due to fraud or error.

As mentioned in the preceding paragraph, we have conducted our audit in accordance with auditing standards
generally accepted in the Republic of Korea which may vary among countries. In addition, the procedures and

Auditors’ Responsibility

practices utilized in the Republic of Korea to audit such financial statements may differ from those generally

Our responsibility is to express an opinion on these separate financial statements based on our audits. We

accepted and applied in other countries. Accordingly, this report and the accompanying consolidated financial

conducted our audits in accordance with Korean Standards on Auditing. Those standards require that we

statements are for use by those who are knowledgeable about Korean auditing standards and their application in

comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about

practice.

whether the separate financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
separate financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the separate financial statements, whether due to fraud or error.
In making those risk assessments, we consider internal control relevant to the entity’s preparation and fair

BDO LLC

presentation of the separate financial statements in order to design audit procedures that are appropriate

Seoul, Korea

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s

March 2, 2015

internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the separate financial statements.

This report is effective as of March 2, 2015, 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 financial
statements and notes thereto. Accordingly, the readers of the audit report should understand that the above audit report has not
been updated to reflect the impact of such subsequent events or circumstances, if any.
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Kumho Petrochemical Co., Ltd.

Separate Statements of
Financial Position
As of December 31, 2014 and 2013

2014

In millions of won

2013

Assets

In millions of won

2013

Equity

Non-current assets

Capital

Property, plant and equipment

₩

Investment property
Intangible assets

1,633,245

1,593,710

-

597

167,456

167,456

Capital surplus

276,206

276,206

Capital adjustment

(40,066)

(40,066)

10,950

13,462

Investments in subsidiaries and associates

380,808

388,430

Available-for-sale financial assets

299,841

265,763

12,562

13,469

-

6,780

Liabilities

8,598

7,504

Non-current liabilities

2,346,004

2,289,715

Loans and other receivables
Deferred tax assets
Other assets

₩

Accumulated other comprehensive income
Retained earnings
Total equity

Other payables
Borrowings

Current assets

Long-term accrued expenses

Inventories
Derivative financial assets
Trade receivables
Loans and other receivables
Cash and cash equivalents
Other assets

Total assets

₩

419,827

441,702

2,609

-

416,919

404,673

53,563

56,201

159,434

33,531

10,508

8,560

1,062,860

944,667

3,408,864

3,234,382

Liabilities for defined benefit plans
Deferred tax liabilities
Financial guarantee liabilities
Derivative financial liabilities

28,121
733,279

1,233,429

1,164,996

68

1,611

712,683

864,850

3,290

4,027

26,257

18,905

337

-

1,246

2,573

74

891,966

Trade payables

232,979

218,776

Other payables

165,055

185,047

Borrowings

990,523

699,969

Current tax liabilities

26,837

18,336

Provision

11,582

50,866

Current liabilities

Total liabilities

Total equity and liabilities

Financial Review

54,112
775,721

743,955

Other liabilities
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₩

4,504

4,426

1,431,480

1,177,420

2,175,435

2,069,386

3,408,864

3,234,382
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Kumho Petrochemical Co., Ltd.

Separate Statements of
Income

Separate Statements of
Comprehensive Income

For the years ended December 31, 2014 and 2013

For the years ended December 31, 2014 and 2013

In millions of won, except earning per share information

Revenue

₩

Cost of sales
Gross profit

2014

2013

3,766,992

4,193,220

3,437,177

3,875,962

329,815

317,258

2014

2013

83,309

(30,967)

27,123

(12,580)

1,132

4,530

1,132

4,530

2. Items that will be reclassified subsequently to profit or loss

25,991

(17,110)

Net change in fair value of available-for-sale financial assets

26,461

(17,110)

(470)

-

110,432

(43,547)

In millions of won

Net profit (loss) for the year

₩

Other comprehensive income (loss) for the year, net of income tax
1. Items that will not be reclassified subsequently to profit or loss

Selling, general and administrative expenses

141,426

156,798

188,389

160,460

Other income

55,566

70,527

Other expenses

67,832

201,536

Operating income

Financial income
Financial costs
Net profit (loss) before income tax

Income tax expense

35,794

43,478

100,447

97,591

111,470

(24,662)

28,161

6,305

₩

83,309

(30,967)

Basic earnings (loss) per share

₩

3,161

(1,433)

Diluted earnings (loss) per share

₩

3,161

(1,433)

Net profit (loss) for the year

Defined benefit plan actuarial losses

Effective portion of changes in fair value of cash flow hedges

Total comprehensive income for the year

₩

Earnings (loss) per share (In Korean won)
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Kumho Petrochemical Co., Ltd.

Separate Statements of
Changes in Equity
For the years ended December 31, 2014 and 2013

In millions of won

Balance at January 1, 2013

₩

Capital

Capital
surplus

Capital
adjustment

Accumulated other
comprehensive
income

Retained
earnings

Total
Equity

167,456

276,206

(40,066)

45,231

815,664

1,264,491

Total comprehensive income
for the year

In millions of won

Balance at January 1, 2014

₩

Capital

Capital
surplus

Capital
adjustment

Accumulated other
comprehensive
income

Retained
earnings

Total
Equity

167,456

276,206

(40,066)

28,121

733,279

1,164,996

Total comprehensive income
for the year

Net profit (loss) for the year

-

-

-

-

(30,967)

(30,967)

Net profit (loss) for the year

-

-

-

-

83,309

83,309

Net change in fair value of
available-for-sale financial assets

-

-

-

(17,110)

-

(17,110)

Net change in fair value of
available-for-sale financial assets

-

-

-

26,461

-

26,461

Defined benefit plan actuarial losses

-

-

-

-

4,530

4,530

Effective portion of changes in
fair value of cash flow hedges

-

-

-

(470)

-

(470)

Defined benefit plan actuarial losses

-

-

-

-

1,132

1,132

-

-

-

-

(41,999)

(41,999)

167,456

276,206

(40,066)

54,112

775,721

1,233,429

Transactions with
owners of the Company,
recognized directly in equity
Dividends

Balance at December 31, 2013

₩

-

-

-

-

(55,948)

(55,948)

167,456

276,206

(40,066)

28,121

733,279

1,164,996

Transactions with
owners of the Company,
recognized directly in equity
Dividends

Balance at December 31, 2014
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Kumho Petrochemical Co., Ltd.

Separate Statements of
Cash Flows
For the years ended December 31, 2014 and 2013

2014

In millions of won

2013

Cash flows from operation activities
Cash generated from operation activities
Interest received
Interest paid
Dividends received
Income tax paid
Net cash provided by operating activities

In millions of won

₩

283,645

355,980

230,866

(303,867)

1,845

2,594

Proceeds from long-term borrowings

74,900

162,600

(59,972)

(61,342)

Repayments of long-term borrowings

(29,600)

-

Net repayments of short-term borrowings

(301,136)

(57,897)

131,700

-

9,804

20,847

(21,202)

(26,034)

Proceeds from issuance of bonds

214,120

292,045

Repayments of bonds

Cash flows from investing activities

Increase in long-term loans
Cash from sales of long-term loans
Acquisition of property, plant and equipment
Proceeds from sales of property, plant and equipment

Repayments of current portion of long-term borrowings

3,712

-

(295)

(7,204)

230

334

(153,136)

(161,084)

426

8
(1,953)

Proceeds from sales of intangible assets

1,357

1,680

Acquisition of investments in subsidiaries

(4,191)

(21,113)

(200)

(329)

Acquisition of available-for-sale financial assets
Proceeds from sales of available-for-sale financial assets

2

-

Acquisition of other investments

-

(16)

Proceeds from sales of other investments
Net cash used in investing activities

74

Net cash from used in financing activities

(960)

Acquisition of intangible assets

Financial Review

2013

Cash flows from financing activities

Dividends paid

Cash from sales of short-term loans

2014

140

-

(152,915)

(189,677)

Effect of exchange rate fluctuations on cash held
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
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₩

-

(11,700)

(41,998)

(55,946)

64,732

(266,810)

(34)

(230)

125,903

(164,672)

33,531

198,203

159,434

33,531
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Corporate History

1970s

1980s

1990s

2000s

— December 1970
Established as Korea Synthetic
Rubber Industries Co., Ltd.

— June 1980
Commissioned Yeosu BR plant

— April 1992
Commissioned Ulsan BD plant

— October 2000
Established Shanghai Kumho
Sunny Plastics, China

— October 2008
Established Kumho
Petrochemical Shenyang, China

— February 2011
Commissioned second Yeosu
synthetic rubbers plant

— December 1983
Commissioned Ulsan SB latex
plant

— July 1993
Opened office in Jakarta,
Indonesia

— January 2001
Merged with Kumho Chemicals,
Inc. (Synthetic resins)

— March 2011
Commissioned Yesan building
materials plant

— June 1985
Merged with Korea Kumho
Chemical Co., Ltd. and changed
corporate name to Kumho
Petrochemical Co., Ltd.

— April 1994
Opened Kumho Chemical
Laboratories in Daejeon, Korea

— December 2008
Received USD 2 billion Export
Tower Award from the Ministry of
Knowledge Economy

— June 1973
Commissioned Ulsan SBR plant
— October 1979
Commissioned Yeosu BD plant

— June 1985
Established Kumho
Petrochemical Research Center
— January 1988
Listed on the Korea Stock
Exchange
— November 1988
Commissioned Yeosu multipurpose BR plant

— August 1994
Launched SBS production
— May 1997
Changed Miwon Petrochemical
Co., Ltd. name to Kumho
Chemicals, Inc.
— July 1997
Commissioned Yeosu Energy I
cogeneration plant
— September 1997
Opened office in Shanghai, China

2010s

— January 2002
Merged with Kumho Monsanto
Co., Ltd. (Specialty chemicals)
— February 2002
Opened office in Frankfurt,
Germany

— May 2009
Commissioned Yeosu Energy II
cogeneration plant
— September 2009
Established Kumho Terminal &
Logistics

— October 2004
Launched commercial production
at Yeosu SSBR plant
— November 2005
Received USD 1 billion Export
Tower Award from the Ministry of
Commerce, Industry, and Energy

— December 2011
Received USD 3 billion Export
Tower Award from the Ministry of
Knowledge Economy
— September 2012
Relocated Seoul headquarters
— May 2013
Purchased equity stake in Korea
Energy Power in Sacheon, Korea
(Solar power)
— October 2013
Commissioned carbon nanotube
plant in Asan, Korea

— October 2006
— December 1997
Opened office in San Diego, USA

Established Nanjing Kumho GPRO
Chemical, China

— April 1998
Commissioned Yeosu SBS plant

— June 2007
Established Rizhao Kumho Jinma
Chemical, China

— October 1998
Commissioned Asan electronic
materials plant

— June 2007
Opened office in Qingdao, China
— July 2007
Opened office in Charlotte, USA
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Chemical Affiliates

Kumho P&B
Chemicals, Inc.

Kumho Polychem
Co., Ltd.

Kumho Mitsui
Chemicals, Inc.

Kumho Terminal &
Logistics Co., Ltd.

Korea Energy Power
Co., Ltd.

Kumho P&B Chemicals is a
joint venture with Nippon
Steel & Sumikin Chemical
Korea that produces a broad
range of basic petrochemical
products used in the electric,
electronics, pharmaceutical, and
paint industries including BPA
(bisphenol A), phenol, acetone,
epoxy resin, and MIBK (methyl
isobutyl ketone). Starting out
in the phenol and acetone
businesses, the company has
continued to innovate and grow
by providing customers both
in Korea and abroad with highquality products.

Kumho Polychem is Korea’s No.
1 producer of EPDM (ethylene
propylene diene monomer), a
synthetic rubber widely used
in auto parts and industrial
goods. In 2007, the company
completed a plant expansion
that adopted a proprietary ultralow temperature polymerization
process, an industry first. The
company became the industry’s
No. 3 EPDM producer in 2013
when it commissioned its second
plant, raising production capacity
to 160,000 mtpy. The company
is now on schedule to complete
a 60,000-mtpy expansion of its
second plant in 2015 as it takes
a step closer to being the world’s
No. 1 EPDM maker.

Kumho Mitsui Chemicals is
a leading manufacturer of
MDI (methylene diphenyl
diisocyanate), the main feedstock
used to produce polyurethane.
MDI is an advanced chemical
product in growing demand
in a diverse and growing array
of applications ranging from
car seats and dashboards,
refrigerator insulation,
construction panels, and
synthetic wood to synthetic
leather, spandex, and sneaker
soles. The company completed
a 140,000-mtpy expansion
project 2009 and an additional
50,000-mtpy expansion in 2012.
Today with a 200,000-mtpy MDI
production system in place, the
company is focusing on quality
and environmental safety as it
continues to actively expand
into new overseas markets and
become a global MDI maker.

Kumho T&L operates a logistics
terminal in the Yeosu National
Industrial Complex focused
on reducing logistics costs
and ensuring a stable supply
of bituminous coal and other
fuel sources to serve the
needs of KKPC’s Yeosu Energy
cogeneration plants as well as
Korea South-East Power and
Korea East-West Power. The
company operates a sealed
system to handle and store
bituminous coal to reduce costs
and protect the environment.
In addition to port logistics and
storage, the company provides
coastal and inland transportation
services. The company aspires to
become a total logistics provider,
providing reliable, cost-effective,
one-stop solutions to meet any
logistics need.

Korea Energy Power built and
commissioned a 5.32 MWh solar
PV plant in Sacheon, Korea in
July 2013. The plant is capable of
generating approximately 7,000
MWh of power annually, enough
to meet the needs of roughly
1,600 homes. In addition to solar
power, KKPC plans to expand
into wind, solar thermal, biofuels,
biomass, and other renewable
energy businesses in the coming
years.

www.kpb.co.kr

www.kumhopolychem.co.kr

www.kmci.co.kr

www.ktnl.co.kr

KRW 1,108 bn
78.2%

KRW 415 bn
50.0%

KRW 632 bn
50.0%

KRW 8 bn
87.1%

Continuous expansion over the
years has made the company the
world’s No. 4 producer of BPA and
No. 1 producer of MIBK, driving its
rapid growth. With an investment
focus on continuous high-tech
development, the environmental
and safety fields, and capacity
expansion to achieve economies
of scale, the company aims to
be a global leader in the phenol
derivatives field, delivering
greater customer value with the
industry’s highest quality.

2014 Sales:
KKPC Ownership:
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KRW 3 bn
80.8%
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Global Partnerships

Shanghai Kumho
Sunny Plastics Co., Ltd.

Nanjing Kumho GPRO
Chemical Co., Ltd.

Rizhao Kumho Jinma
Chemical Co., Ltd.

Kumho Petrochemical
Shenyang Co., Ltd.

Kumho Petrochemical
Shanghai Co., Ltd.

Purpose:

— Secure local production, sales,
and distribution base in China
— Increase sales of colored and
specialized products that meet
the changing demands of the ABS
market
— Increase sales of base resin

— Early entry for market
dominance in the Chinese
polyurethane market

— Early entry for market
dominance in the Chinese paper
latex market

— Early entry for market
dominance in the Chinese
building insulation materials
market

— Maximize sales and profitability
by expanding KKPC product
distribution in the Chinese
market

Key Products:

Heat-resistant automotive ABS,
heat-resistant ABS for electrical
and electronic products

PO (propylene oxide),
PPG (polypropylene glycol),
CS (caustic soda)

SB latex

XPS (extruded polystyrene foam)
and other building materials

Synthetic rubbers (SBR, BR),
synthetic resins (ABS, PS),
affiliate chemical products
(EPDM, MDI, epoxy resin),
Chinese affiliate products
(PPG, IS)

Location:

Shanghai, China

Nanjing, China

Rizhao, China

Shenyang, China

Shanghai, China

Establishment:

October 26, 2000

September 28, 2006

June 8, 2007

October 9, 2008

June 1, 2008

2014 Sales:
KKPC Ownership:

RMB 1,419,034,000
50%

RMB 1,438,655,000
50%

RMB 461,588,000
50%

RMB 22,574,000
80%

RMB 23,584,189
100%
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Global Network

12

Frankfurt Office

Kumho Petrochemical Shenyang Co., Ltd.

5

Qingdao Office

8

Rizhao Kumho Jinma Chemical Co., Ltd.

4

Nanjing Kumho GPRO Chemical Co., Ltd.
Guangzhou Office

3

6

Shanghai Kumho Sunny Plastics Co., Ltd.
Kumho Petrochemical Shanghai Co., Ltd.
10

7
1

11

2

9

Kumho Petro-Holdings (H.K.) Co., Ltd.

Charlotte Office

San Diego Office

Jakarta Office

Overseas
1
Kumho Petro-Holdings (H.K.) Co., Ltd.

4
Rizhao Kumho Jinma Chemical Co., Ltd.

7
Guangzhou Office

10
Charlotte Office

Room 1808, 18/F, Tower II, Admiralty Centre
8 Harcourt Road, 1 Admiralty, Hong Kong
TEL +852-2528-9899
FAX +852-2804-1004

Taoluo Industrial Park, Donggang District
Rizhao, Shandong 276805, China
TEL +86-633-867-7868
FAX +86-633-867-7858

Suite 3704, Taikoo Hui Tower 1
385 Tianhe Road, Tianhe District
Guangzhou 510620, China
TEL + 86-20-3847-7265
FAX + 86-20-3839-9710

10800 Sikes Place #120, Charlotte
NC 28277, USA
TEL +1-704-849-2959
FAX +1-704-849-2979

2
Shanghai Kumho Sunny Plastics Co., Ltd.

5
Kumho Petrochemical Shenyang Co., Ltd.

8
Qingdao Office

11
Jakarta Office

No. 1399, Jigao Road, Huacao Town
Minhang District, Shanghai 201107, China
TEL +86-21-6296-9609
FAX +86-21-6296-9611

Shenxijiudonglu 30
Shenyang Chemical Industrial Park
Shenyang 110041, China
TEL +86-24-2579-7008
FAX +86-24-8933-7957

Room 21-A, Int’l Finance Center, No. 59
Hong Kong Middle Road
Qingdao 266071, China
TEL +86-532-8503-0002 (Ext.600)
FAX +86-532-8503-0023

Menara Jamsostek 3rd floor, JI. Jend
Gatot Subroto No. 38 Jakarta Selatan 12710
Indonesia
TEL +62-21-522-8174
FAX +62-21-522-8184

3
Nanjing Kumho GPRO Chemical Co., Ltd.

6
Kumho Petrochemical Shanghai Co., Ltd.

9
San Diego Office

12
Frankfurt Office

No. 139, Fenghua Road
Nanjing Chemical Industry Park
Luhe District, Nanjing 210047, China
TEL +86-25-5830-0998
FAX +86-25-5830-0999

Room 2606~2608, Tower B
City Center of Shanghai, No.100
Zun Yi Road, Shanghai 200051, China
TEL +86-21-6237-1835
FAX +86-21-6237-1838

910 Hale Place, Suite 205, Chula Vista
CA 91914, USA
TEL +1-619-216-6200
FAX +1-619-216-6277

Lyoner Strasse 34, Frankfurt am Main 60528
Germany
TEL +49-69-6605-9985
FAX +49-69-6605-9986
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13
14

Hwaseong Foam Plant

15
16

Seoul Head Office

Electronic Materials Plant

Yesan Building Materials Plant

17

R&BD Center

Ulsan Synthetic Rubber Plant 23/24

Yeosu Energy I
Yeosu Energy II

18/19/20/21/22

Ulsan Synthetic Resin Plant

Yeosu Synthetic Rubber Plant I
Yeosu Synthetic Rubber Plant II
Yeosu Specialty Chemicals Plant

Domestic
13
Seoul Head Office

17
R&BD Center

21
Yeosu Synthetic Rubber Plant II

Signature Towers Seoul
100 Cheonggyecheon-ro, Jung-gu
Seoul, Korea
TEL +82-2-6961-1114
FAX +82-2-6961-1449

1557 Yuseongdae-ro, Yuseong-gu
Daejeon, Korea
TEL +82-42-865-8600
FAX +82-42-862-5651

331 Sandanjungang-ro, Yeosu
Jeonnam, Korea
TEL +82-61-688-7291
FAX +82-61-688-7219

14
Hwaseong Foam Plant

18
Yeosu Energy I

22
Yeosu Specialty Chemicals Plant

1093 Baran-ro, Jeongnam-myeon
Hwaseong, Gyeonggi, Korea
TEL +82-31-831-6610
FAX +82-31-831-6619

46-51 Yeosusandan-2-ro, Yeosu
Jeonnam, Korea
TEL +82-61-690-8601
FAX +82-61-690-8608

227 Yeosusandan-2-ro, Yeosu
Jeonnam, Korea
TEL +82-61-688-3920
FAX +82-61-688-3939

15
Electronic Materials Plant

19
Yeosu Energy II

23
Ulsan Synthetic Rubber Plant

958 Oncheondae-ro, Shinchang-myeon
Asan, Chungnam, Korea
TEL +82-41-423-3110
FAX +82-41-423-3199

223-84 Yeosusandan-2-ro, Yeosu
Jeonnam, Korea
TEL +82-61-688-7101
FAX +82-61-688-7199

64 Sanggae-ro, Nam-gu
Ulsan, Korea
TEL +82-52-259-6114
FAX +82-52-275-6547

16
Yesan Building Materials Plant

20
Yeosu Synthetic Rubber Plant I

24
Ulsan Synthetic Resin Plant

1033-9 Yedeok-ro, Godeok-myeon
Yesan, Chungcheongnam, Korea
TEL +82-41-330-8640
FAX +82-41-330-8699

118 Yeosusandan-3-ro, Yeosu
Jeonnam, Korea
TEL +82-61-688-3000
FAX +82-61-688-3166

260-257 Cheoyong-ro, Nam-gu
Ulsan, Korea
TEL +82-52-279-8600
FAX +82-52-273-1148

Aiming Higher
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