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Dear Shareholders,

On behalf of the Board of Directors, | would like to thank you for your continued trust and support
Kumho Petrochemical.

At the Annual General Meeting in March, the Board reappointed Inside Director Park Kyung and
Independent Directors Park SangSoo, Kwon TaeKyun, and Lee Jeefoon. We also welcomed a ne\
Independent Director, Min Sejin, whose expertise in economics, finance, public policy, and corporat
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now includes three female directors,marking an important step in strengthening gender diversity.
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and outlines our priorities for the remainder of the year. For further insight into our sustainabil
initiatives, | invite you to review ouR024 Sustainability Report which was published in May.

Business Performance and Outlook

In the first half of 2025, Kumho Petrochemicateported revenue of KRW3.68 trillion and operating
profit of KRW 185.8 billion, despite persistent global economic uncertainty andolatile raw material
prices. Although U.S. tariffs weighed on demand, performance improvecbmpared to the second hal
of last year,driven by a stronger sales mix of high valuadded products, disciplined cost control, and
gains in production efficiency.

The petochemical sector is expected to remain under pressure in the second half d?025, with
excess supply, muted demand, and tariff burdens weighing on the market. In response, the Kort
government and leading domestic companies are reviewing broad restructimg measures, which ma
include large-scale business reorganization and a reduction of up to 3.7 million metric tons

naphtha cracking center (NCC) capacity.

Amid these headwinds, we are expanding sales of high valeelded products andimproving NB Late»
profitability to ensure stable growth. Our newly expanded 70,006on EPDM facility, completed earlie
this year, is enhancing our competitive position, and by yeagnd we expect to add further capacity fc
high-performance SSBR used in electrievehicle tires, increasing the share of highemargin products
in our portfolio. At the same time, we are accelerating the commercialization of nexgeneration EV
grade SSBR and higklongation NB Latex, while intensifying research and development in bioased,
eco-friendly, and specialty products that will support longterm growth.

Climate Change

We remain firmly committed to achieving netzero greenhouse gas emissions by 2050, guided b
detailed roadmap with interim targets through 2030. In 2024, our totamissions amounted to 3.3
million metric tons, representing a reduction of 150,000 metric tonsahead of our target of 3.4¢
million. This progress reflects initiatives implemented across major sites, including wastéeat
recovery for steam utilization, processefficiency improvements, increased biomass cafiring at the
Yeosu energy facility, energysaving programs, the expansion of ouzero-emission vehicle fleet, anc
greater onsite renewable energy generation. Alongside Scope 1 and Scoper@ductions, we are
strengthening emissions accounting toidentify additional opportunities to reduce Scope 3emissions.


https://www.kkpc.com/eng/winwin/esg/sustainabilityList/
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To advance our ESGnanagement framework, we introduced an internal carbon pricing system

2025. The methodology was finalized in March and rolled out in July, embedding sensitivity

materiality by investment type into project economics. As the system is in its early si@s, we are
coupling the rollout with internal training and ongoing refinements to ensure effective adoption.

the same time, we closely monitor global carbon markets and evolving emissiorsading policies al
home and abroad, incorporating these insighg into our decisiorrmaking processes.

Natural Capital

Our commitment extends beyond climate to the broader stewardship of natural capitalln 2024, we
undertook a structured assessment ofhow our operations interact with ecosystems by mappin
value-chain industries under the International Standard Industrial Classification (ISIC) and applyi
the ENCORE (Exploring Natural Capital Opportunities, Risks and Exposure) framework. Hrialysis
covered the five principal drivers of biodiversity and ecosystem change across 13 impact categori
as well as dependencies across 25 ecosystem service categories. The findings provide a n
quantitative and transparent picture of our environmental impacs and dependencies forming the
basis for systematic risk management.

Building on these insights, we continue to advance communitpased conservation initiatives, suct
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supporting projects to protect endangered species, including the Asplenium antiquum. We rema
committed to fulfilling our social responsibilities and promoting coexistence with nature.

Human Rights and Supply Chain Management

Starting in 2025, we willexpand our human rights impact assessmenty previously limited to
selected sitesy to cover all operating locations. We are also evaluatingpublic disclosure of the
results to enhance transparency and strengthen ourisk-management framework.

In May, we completed ESG selissessments covering 140 suppliers, and since August we have be
conducting independent third-party evaluations for 14 of them. At the same time, we continue
provide training and consulting progams to help our partners strengthen their capabilities i
sustainable management and to ensure that ESG principles are embedded consistently throughc
the supply chain.

Corporate Governance

Kumho Petrochemical introduced a Board evaluation program in 2(® guided bydetailed evaluation
guidelines, toenhance transparency and independence in Board operations. Since 2024, evaluatic
have been conducted annually, with the results directly infornng decisions on directol
compensation and reappointment.

As of August 2025, the Board and its committees have convened 19 times. Key agenda it
included the approval of share repurchases and cancellations, review of corporate val
enhancement initiatives, and approval of updates to ESG policies and guidelines. During the first t
of the year, the Board also reviewed mediumto long-term R&D strategies and introduced industr
and product training for newly appointed directors, further strengthening td U7 Y ¢ | T K LUIJ 4






