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LETTER TO SHAREHOLDERS
To our valued shareholders,
Thank you for your continued investment and trust. On behalf of the Board of Directors, I invite you to the
upcoming extraordinary general shareholders' meeting on Friday, December 4. The EGM will be held at B1,
Daelim Building, 36 Jongno 1-gil, Jongno-gu, Seoul, South Korea.
Despite the difficult market conditions caused by the COVID-19 pandemic, Daelim Industrial remained resilient
in 2020, increasing our consolidated revenue by 3% and operating profit by 12% YoY, as of 3Q YTD basis. To
continue on our successful path of growing steadily whilst building further resilience, and to unlock additional
value, the Board strongly believes that it is necessary to enhance the Company’s corporate governance by
transitioning to a holding company structure, and separate our two major business units, E&C (Engineering &
Construction) and Petrochemical units, as independent companies. The Board believes that this plan has the
potential to further develop and improve the corporate value through sector focused strategies for each different
unit. For this reason, the Board has convened the Extraordinary General Meeting of Shareholders to be held on
December 4, 2020.
The Board recognizes that operating two different business units under one company creates inefficiencies that
impact Daelim’s value recognition by the marketplace. The Board believes that the expected benefits achieved
from the separation of the two units greatly outweigh the risks including losing portfolio effect and changed risk
profile. The Board reviewed various options and methods of separation, and unanimously agreed that the
proposed scheme, which provides more options to shareholders while increasing transparency of the
governance structure by switching to a holding company system, is in the best interest of shareholders.
The first two steps in the process relate to a spin-off and a split-off of two business units, subject to shareholder
approval of the Spin-off/Split-off Agreement, as follows:


The spin-off of the Company’s E&C business unit from Daelim Industrial, which will be separately listed
on the Korea Exchange (KRX); and



The split-off of its Petrochemical business unit from Daelim Industrial. This company will become a 100%
subsidiary of the holding company, DL Holdings (the Surviving Company).

As part of the Spin-off/Split-off Agreement, new Articles of Incorporation (AOI) and separate Boards of Directors
will be established for the newly established companies.
Pursuant to Article 530-5 of the Korean Commercial Code, the directors and audit committee members of the
Surviving Company will be subject to shareholder approval separately from the Spin-off/Split-off Agreement.
The Board and the Independent Director Candidate Recommendation Committee nominated the following
candidates for the Board of Directors of the Surviving Company:
1. Mr. Bae, Weon Bog was appointed as the CEO in 2019 of Daelim Industrial leading the company to
achieve the highest performance for the second consecutive year through efficient cost management.
He also led the foundation for sustainable growth through ethical management and the Board believes
he will continue to contribute to the enhancement of corporate value under the holding company system.
2. Mr. Shin, Hyun Sik has been responsible for risk management of Daelim Petrochemical Business Unit
since 2018 and as a member of the Investment Committee participated in strategic investment decisions.
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He has contributed to solidifying the foundation for sustainable growth of the petrochemical unit and the
Board believes he will enhance the corporate value of DL holdings.
3. Mr. Yi, Han Sang has been serving on the Daelim Industrial Board as an independent director since
2018. The Board is seeking his reappointment believing that his skills and experience in accounting and
finance will add great value for the Board.
4. Mr. Lee, Young Myung is the CEO of HUB Investment and is an expert who has been active in the
capital market for 15 years. The Board believes that his competence and experience will greatly
contribute to the Board's communication with shareholders.
5. Ms. Lee, Yoon-Jung’s background and experience as a lifestyle expert with deep insight in consumer
and market trends will strengthen the diversity of the Board and bring a differentiated perspective.
The Company is committed to achieving diversity in a variety of aspects as reflected throughout the business.
The Board will endeavor to maintain adequate female representation on the Board, as we move forward.
Shareholders will also be asked to approve the Provisions for Severance Pay for Executives of the Surviving
Company, which will provide more transparency in Executive Compensation. The same Provisions for the newly
established E&C Company and Petrochemical Company are included in the first voting item under the Spinoff/Split-off Agreement.
Daelim Industrial is highly committed to maximizing shareholder value. Under this new structure and corporate
governance framework, we will continue to leverage our expertise and drive the innovations to ensure
continuous growth of our business, while managing the risks and maintaining flexibility to take advantages from
any future opportunities.
The following information is provided to shareholders to enhance your understanding and help you make an
informed voting decision. Your participation at the meeting is very important and you can exercise your right to
vote whether you choose to attend the meeting or not.
The Board considers that all resolutions proposed for consideration and approval by the shareholders at the
meeting are in the best interests of the Company and its shareholders overall. Accordingly, the Board
unanimously recommends that you vote IN FAVOR of the proposed resolutions.
We look forward to your continued support. Should you have any questions or queries on the company or any
of the voting items at the EGM, we invite you to contact us at your convenience.

Thank you and respectfully yours,

Daelim Industrial Co., Ltd.
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MEETING DETAILS

INFORATION FOR 2020 EXTRAORDINARY GENERAL MEETING OF SHAREHOLDER
DATE AND TIME

PLACE

RECORD DATE

10:00AM, Friday, Dec 4, 2020
(Korea Standard Time)

B1, Daelim Building, 36 Jongno 1gil, Jongno-gu, Seoul, South Korea

September 29, 2020

MATTERS TO BE VOTED ON AT OUR 2020 EGM
•

Approval of the Spin-off/Split-off Agreement

•

Election of Directors(1)

•

•

o

Executive Director Mr. Bae, Weon Bog

o

Non-Executive Director Mr. Shin, Hyun Sik

o

Independent Director Mr. Yi, Han Sang

o

Independent Director Mr. Lee, Young Myung

o

Independent Director Ms. Lee, Yoon Jung

Election of Audit Committee Members(1)
o

Audit Committee Member Mr. Yi, Han Sang

o

Audit Committee Member Mr. Lee, Young Myung

o

Audit Committee Member Ms. Lee, Yoon Jung

Approval of the Provision for Severance Pay for Executives(1)

Note (1) Agenda items are subject to DL Holdings only. Electing board members and setting the provision for executive
severance pay for newly established companies are included in the first agenda item – Approval of the Spin-off/Split-off
Agreement.
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ITEMS TO BE VOTED ON
AGENDA ITEM NO.1 APPROVAL OF THE SPIN-OFF/SPLIT-OFF AGREEMENT
1. BACKGROUND
On 10th of September 2020, Daelim Industrial announced plans to strengthen its business competitiveness
through a spin-off of its construction business unit and a split-off of its petrochemical business unit (hereinafter
referred to as “the Plan”). The “DL E&C”, newly established engineering & construction company, will be spunoff from Daelim Industrial which will be the Surviving Company, changing its name to “DL Holdings”. “DL
Chemical’, the newly established petrochemical company, will be split-off from DL Holdings becoming a 100%
owned subsidiary of DL Holdings. The Board believes that separating these businesses via the Plan has the
potential to unlock Shareholder value by deploying optimal business strategies for each business unit.
The purpose of this section is to:
•

Outline the background to, and rationale for, the Plan, as well as the risks associated with the Plan;

•

Explain why the Board believes that the Plan is in the best interest of Daelim Industrial Shareholders;

•

Provide overview and structure of DL Holdings, DL E&C and DL Chemical after the Plan;

2. RATIONALE FOR THE PLAN
•

DISSOLVING STRATEGIC CONFLICT BETWEEN TWO BUSINESS UNITS

The Board expects that the Plan will help resolve the strategic conflict between the two different business units,
the construction and the petrochemical business unit, enabling each independent corporation to pursue an
optimized strategy.
The petrochemical unit is a business that requires large-scale capital expenditure. If the construction industry
is sluggish, there is a possibility that investment opportunities in the petrochemical business may be missed. In
addition, large-scale investments in the petrochemical unit may limit the growth of the construction unit. The
Board of Directors believes that such a strategic conflict is the cause of Daelim Industrial's undervaluation
relative to its competitors' stock values.
The Board expects that the Plan will serve as an opportunity for the construction unit to reinforce a stable profit
base centered on core businesses and to convert to a developer-centered business model. For the
petrochemical unit, it is expected to serve as a foothold to pursue active growth strategies through facility
investment and M&A.
•

UNLOCKING CORPORATE VALUE OF THE ENGINEERING AND CONSTRUCTION BUSINESS UNIT

The Board believes that Daelim Industrial's construction unit is undervalued despite its high profitability and
financial stability. Daelim Industrial's PBR is 0.4~0.5x, which is lower than competitors of 0.5~0.7X, and the PER
is 4~5x, which is lower than competitors of 6~9x.
Comparatively, Daelim Industrial's profitability far exceeds that of its competitors. As of the first half of 2020, the
construction unit's operating margin was 12.9%, more than twice the peers’ average of 5.2%, and its operating
profit was KRW 552.9 billion, far exceeding competitors. The debt-to-equity ratio is 111% on consolidated basis
and 74% on non-consolidated basis, the lowest in the industry.
After the Plan, DL E&C, a newly established construction company, will continue to generate stable profits based
6

on premium brand competitiveness, top-notch construction capability, cost management and financial stability,
while converting to a developer-oriented business model to advance its portfolio and to grow into a Total Solution
Provider.

[Financial Position Pre and Post Spin-off (1H 2020 Non-consolidated)]
•

ACCELERATING THE GROWTH OF THE PETROCHEMICAL BUSINESS UNIT

The Board sees the need to revive the growth momentum of the petrochemical business. Currently, Daelim
Industrial's petrochemical unit is widening the gap in production capacity with its competitors and its market
dominance is shrinking. In addition, entry into new businesses such as the Specialty business are also sluggish.
Through the Plan, it is expected that profitability can be improved by increasing commodity margins by
expanding into low-cost feedstock areas and rebalancing the product mix, particularly Specialty. The Board has
a vision to grow into a Global Top 20 petrochemical company.

•

SIMPLIFYING OWNERSHIP STRUCTURE OF THE GROUP

DL Holdings, the Surviving Company, will play a role as Daelim Group's holding company through the upcoming
in-kind capital increase process. While managing the business portfolio within the group and establishing a midto long-term strategy that maximizes synergy among affiliates, it is expected to greatly improve the efficiency of
capital raising and restructuring. In accordance with the Korean Fair-Trade Act, holding companies are subject
to various restrictions on activities such as prohibition of holding shares of affiliates other than subsidiaries.
Accordingly, Daelim Group's governance structure will be simplified and transparent.
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3. HOW THE PLAN WILL BE EFFECTED
Company to be
spun-off
Spin-off / Splitoff Structure
Newly dividedcompanies
Spin-off ratio
Number of
shares issued

Daelim Industrial Co., Ltd
Shift into holding company structure after spin-off & split-off
[Spin-off] Separation of E&C unit
[Split-off] Separation of Petrochemical unit
Surviving Company: DL Holdings Co., Ltd
Newly established Company after spin-off: DL E&C Co., Ltd
Newly established Company after split-off: DL Chemical Co., Ltd
DL Holdings : DL E&C = 0.4437144 : 0.5562856
(based on 1H 2020 Non-consolidated financial statements)
[Daelim Industrial]
[DL Holding]
[DL E&C]
Common: 34,800,000
Common: 15,441,261
Common: 19,358,738
Preferred: 3,800,000
Preferred: 1,686,114
Preferred: 2,113,885

[Spin-Off Structure]

Shareholders of Daelim Industrial receive DL E&C shares equivalent to 0.5562856 of common and preferred
shares and DL Holdings shares equivalent to 0.4437144. For the fraction that is less than one share, it is
converted to the closing price on the first day of re-listing and paid in cash, with new-listing in case for a class
share, and DL E&C acquires the fraction shares as treasury shares.
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•

FINANCIAL STATEMENT SUMMARY BEFORE DEMERGER AS OF JUNE 30, 2020
(Unit: KRW 100 Million)

Before
Spin-off/Split-off
Total Asset
Current Asset
Non-Current Asset
Total Liabilities
Current Liabilities
Non- Current Liabilities
Total Capital
Paid-in Capital
Other Paid-in Capital
Capital Surplus
Other Equities
Total Liabilities and Total Capital

101,197
45,685
55,512
43,187
31,818
11,369
58,010
2,185
5,395
50,804
(374)
101,197

Surviving
Company
DL Holdings
32,925
7,537
25,388
7,185
1,419
5,766
25,740
1,111
(26,134)
50,804
(41)
32,925

Newly Established Company
DL E&C
63,397
33,792
29,605
31,127
28,556
2,571
32,270
1,074
31,528
(332)
63,397

DL Chemical
13,858
4,425
9,433
5,720
1,913
3,807
8,138
300
7,838
13,858

4. OVERVIEW OF DL HOLDINGS AFTER THE PLAN
After the Plan, DL Holdings will be a holding company, which main business is to manage its subsidiaries and
investee companies and remain as a listed entity on the Korean Stock Exchange.
•

STRATEGY
As a holding company, DL Holdings will act as a group control tower for the growth strategy of each
business affiliate. Under the DL Holdings’ support, the construction and petrochemical units can focus
on their original lines of business to find the new growth engines and invest in new businesses aligning
value creation for the group. As a Surviving Company, DL Holdings will concentrate on stabilizing
business structure and managing subsidiaries’ performance, capital allocation and risks so that
overall corporate and shareholder value can be enhanced. In the mid-term, DL Holdings will target
to secure stable profit structure through transferring unnecessary functions to subsidiaries and
solid profit sources such as dividend income, rental income and brand royalty.

•

BOARD OF DIRECTORS(1)
Name

Date of
Birth
Nov. 1961

Term of
Office
3 years

Yi, Han Sang

Jul.1971

3 years

Lee, Young Myung

Apr.1973

3 years

Lee, Yoon Jung

Dec.1969

3 years

Shin, Hyun Sik

Feb.1971

3 years

Bae, Weon Bog

Main Position
CEO/
Inside Director
Independent Director/
Audit Committee
Member
Independent Director/
Audit Committee
Member
Independent Director/
Audit Committee
Member
Non-executive Director

Career
Vice chairman,
Daelim Industrial
Professor,
Business Administration
at Korea University
CEO,
Hub Investment
Editor in Chief,
Noblesse
Media International,
Partner attorney,
SHIN & KIM

Note (1) Additional information on the candidates, including Board’s opinion, can be found on page 28
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5.

OVERVIEW OF DL E&C
Name
Headquarter
Homepage

KOR: 디엘이엔씨 주식회사
ENG: DL E&C CO., LTD.
Seoul, South Korea
http://www.dlenc.co.kr

As prescribed in Articles 530-2 to 530-11 of the Commercial Act, Shareholders of the spun-off company receive
the shares of the spun-off company in proportion to the share rate as of the basis date for the allocation of new
split shares. The engineering and construction business unit (hereinafter referred to as “E&C BU”) will be divided
to establish a new company.
The E&C BU runs an engineering and construction business that is responsible for the construction of houses
and buildings, the expansion of social overhead capital such as roads and ports, and various industrial
production infrastructure, etc. It refers to the construction industry that receives orders for construction,
environment, etc.; initiates production activities; and completes and delivers structures and buildings. After the
spin-off, the issued stocks of the new company will be re-listed on the KRX in accordance with the Exchange's
listing regulations on the stock market. The previously issued class shares (formerly preferred shares) will be
newly listed in accordance with the KRX listing regulations.
•

STRATEGY
DL E&C aims to transform into the developer oriented total solution provider based on its stable profit
growth from its existing core business. With its high level of brand awareness in domestic housing
markets, DL E&C will lead productivity innovation in traditional construction process through digital
transformation utilizing BIM (Building Information Modeling), Big-data, IoT, etc. Concurrently the
company will strengthen developer business to enhance profitability and seek opportunities for
undervalued land not only in targeted premises but other industry such as retail stores, military sites,
etc.
DL Construction, currently Daelim Construction, a subsidiary of Daelim Industrial, will be under DL E&C
as a separate E&C business company, focusing on mid-sized projects mainly in province area, whereas
DL E&C will target mega-sized projects, mainly in the metropolitan area.

•

BOARD OF DIRECTORS
Name
Ma, Chang min

Date of
Birth
Sep.1968

Term of
Office
3 years

Main Position

Nam, Yong

Mar.1948

3 years

Inside Director

Lee, Choong Hoon

Jun.1971

3 years

Park, Chan Hi

Dec.1964

3 years

Kim, Il Yoon

Feb.1970

3 years

Independent Director/
Audit Committee
Member
Independent Director/
Audit Committee
Member
Independent Director/
Audit Committee
Member

CEO/
Inside Director

Career
Head of Product Strategy
and Marketing Group,
LG Electronics
Chairman,
Daelim University College
Representative attorney,
CM
Professor,
Business Administration,
Chung-Ang University
CEO,
PIA
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Ma, Chang min
Mr. Ma is an expert in product planning and marketing strategy. He has excellent communication and customer
service skills with a deep understanding of the market, as such, his experience is expected to contribute to
maximizing the competitiveness and value of the company and strengthening brand power. Additionally, the
company expects to accelerate its digital transformation through IT innovation into the company’s strategy, DL
E&C aim to utilize his professional experience in contributing to the stability of managing housing, civil
engineering and plantation business portfolios.
Nam, Yong
Mr. Yong has previously served as the Vice-Chairman of LG Electronics, and is expected to lead future growth
engines in a rapidly changing environment, bringing experience and awareness of the global business
environment. His insight and management capability is expected to contribute to enhancing corporate value,
qualitative growth and innovation in the company as leaders in the construction industry.
Lee, Choong Hoon
Mr. Lee has practical experience and expertise in the legal field and has a high level of understanding of the
construction business from serving as an Independent Director of Daelim Industrial for the past three years.
This knowledge and experience will present insightful opinions in the management decision-making process.
As an independent director, he will play a critical role to monitor and supervise the activities and engagement
of major shareholders and other directors to enhance the effectiveness of the operation of the Board.
Park, Chan Hi
Mr. Park is a corporate strategy expert who combines practical experience from Daewoo Group and Deloitte
Consulting with experience in management strategy. Mr. Park’s diverse background and role will assist the
Board in rational decision-making and corporate value enhancement as an independent director.
Kim, Il Yoon
As an expert in the field of construction and real estate investment, Mr. Kim has expertise in real estate analysis,
and has a high understanding of the company's developer strategy, which the Board believes he will greatly
contribute to improving the company's corporate value.

6. OVERVIEW OF DL CHEMICAL
Name
Headquarter
Homepage

KOR: 디엘케미칼 주식회사
ENG: DL Chemical CO., LTD.
Seoul, South Korea
http://www.dlchemical.co.kr

The Surviving Company will hold the total number of issued stocks of the newly established company, which
split from the petrochemical business unit, as prescribed in Articles 530-2 to 530-12 of the Commercial Act.
The petrochemical business unit is a technology-intensive, large-scale equipment industry that uses raw
materials such as naphtha produced by refining crude oil to produce synthetic resins used in downstream for
other sectors such as automobiles and construction. The main business of the split-off company will be to
manufacture commodity and specialty chemical products such as PE, PB. The newly established, split-off
company, DL Chemical, will be an unlisted company.
Following the split-off, YNCC and PMC, core JV affiliates of Daelim Industrial, will continue as subsidiaries of
DL Chemical. YNCC provides stable supply of feedstock to DL Chemical based on geographical concentration
of production facilities as well as continued capacity expansion. PMC sells premium PP globally with higher
quality as well as brand awareness of JV partner LyondellBasell.
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• STRATEGY
Under the vision of growing into a global Top 20 petrochemical company, DL Chemical will primarily focus
on strengthening commodity competitiveness, expanding specialty business, and reinforcing proprietary
technologies. For commodity business, DL Chemical will expand into low-cost feedstock areas and diversify
production facilities since securing lower cost feedstock and market accessibility are the absolute
competitive advantage. For specialty business, DL Chemical will look into expanding in eco-friendly and new
market technologies and consider various measures such as JV’s or M&A’s. DL Chemical is expected to
secure stable profitability with increase of the specialty portion in its product portfolio, while maintaining
manufacturing strategies, DL Chemical will reinforce proprietary technologies to meet fast changing market
trends and to diversify cash generation sources such as technology licensing.
•

BOARD OF DIRECTORS
Name
Kim, Sang Woo

Date of
Birth
Jul.1966

Term of
Office
3 years

Main Position

Kim, Kil Su

Jun.1961

3 years

CEO,
Inside Director
Inside Director

Park, Ki Soon

Oct.1964

3 years

Inside Director

Choi, Pil Sung

Dec.1969

3 years

Auditor

Career

•
•

Vice Chairman,
Daelim Industrial
Head of Specialty Business,
Daelim Industrial,
Head of Commodity
Business,
Daelim Industrial,
Accountant,
Grant Thornton

7. CORPORATE GOVERNANCE IMPROVEMENT IMPLEMENTATION AFTER THE PLAN
•

SENIOR INDEPENDENT DIRECTOR

To strengthen the independence of the Board and communication with shareholders, the Senior Independent
Director, also known as the Lead Independent Director, will be appointed by the Board. The roles and
responsibilities of Senior Independent Director include:

•

-

Lead and conduct the evaluation process of the Board;

-

Lead the discussion with other Independent directors without management participation;

-

Engage with shareholders;

-

Consider outcomes of the shareholder engagement and provide feedback to the Board chair.

GOVERNANCE COMMITTEE

The Board has decided to change the existing Internal Transaction Committee to the Governance Committee
and expand its roles and responsibilities. The Governance Committee will consist of only Independent Directors
and review all material issues related to the interest of shareholders including but not limited to:
-

Mergers and Acquisitions;

-

Sales of major assets;

-

Internal transactions of more than KRW 5 billion;

-

Significant internal transactions regardless of amount under administrator’s approval
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•

E-VOTING SYSTEM AT ANNUAL GENERAL MEETINGS

To enhance the convenience of exercising the voting rights and better accessibility to management information,
the Board decided to adopt an electronic voting system at Annual General Meetings.

8. SUMMARY OF ARTICLES OF INCORPORATION
DL Holdings

Shares issuable
Face value of a share
Types of Shares
Class Shares

DL E&C

DL Chemical

120,000,000
KRW 5,000
Common Shares
Class Shares
Non-Voting Shares with Preferred Dividend
Redeemable Shares
Convertible Shares
* Non-Voting Shares with Preferred Dividend and Redeemable Shares issuable no more than
30,000,000. Convertible Shares restricted to issue more than 1/5 of total outstanding shares

Preemptive Rights

Stock Options

Convertible Bond

Bond with Warrant

1. The shareholders of the Company shall have pre-emptive rights to subscribe for new
shares to be issued by the Company in proportion to their respective shareholdings.
2. The Company may allocate new shares to persons other than existing shareholders of
the Company by the resolution of the Board of Directors for the managerial purpose such
as financial restructuring and introduction of technology
The Company may grant stock options to the officers and employees by a special
resolution of the General Meeting of Shareholders, not exceeding 15% of the total number
of issued and outstanding shares of the Company
Subscription rights of CBs to non-shareholders by resolution of the Board of Directors
- For the purpose of urgent financing, attracting foreign investment, introduction of
important technology, financial restructuring, etc.
Subscription rights of BWs to non-shareholders by resolution of the Board of Directors
- Public offering, Shareholder priority competition offering
- For the purpose of urgent financing, attracting foreign investment, introduction of
important technology, financial restructuring, etc.
* The total issuance price of shares to be issued upon the exercise of warrant rights vested in each
bond shall not exceed the total amount of such bonds with warrant.

Board size
Board
Independence
Director Election
Term

CEO
Board Resolution
Committee

Auditor / Audit
Committee

Minimum 3 directors
Maximum 11 directors
Minimum 3 Independent Directors
Majority independent Board
Exclusion of concentrated voting system
Maximum 3 years
Can be re-elected through the approval of shareholders' meetings
(Maximum 6 years for an Independent Director)
Board resolution
Participation and presence of a majority of directors
Independent Director Nominee Committee
Audit Committee
Finance Committee
Compensation Committee
Governance Committee
(Expansion of Internal Transaction Committee)
At least 3 directors
2/3 of the committee members must be Independent

Finance Committee
Compensation Committee
Governance Committee

At least 1 Auditor
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9. RISK FACTORS

A. INDUSTRY RISK
•

BUSINESS CONTRACTION DUE TO GLOBAL ECONOMIC FLUCTUATIONS

The Construction and Petrochemical business units account for 94% of the company's sales (consolidated) in
the first half of 2020 and both are sensitive to real and macroeconomic indicators. According to the IMF in June
2020, the global growth rate is expected to reach -4.9% in 2020 and 5.4% in 2021. The IMF forecasts that the
economic growth rate of developed countries in 2020 will be -8.0%, which is much lower than the previous
forecast that made in January 2020, due to the shock of global demand caused by the COVID-19 pandemic.
Emerging countries including China and India’s economic growth rate forecast is also expected to be -3.0%, a
7.4% cut from the previous forecast (January 2020).
Further to the economic shock caused by the COVID-19 pandemic, the strengthening of global protectionism,
uncertainty in Brexit, rising geopolitical tensions in the Middle East, and a sharp decline in oil prices can reduce
the growth of the global economy and contribute as downside risks for domestic and global economic recovery.
In addition, the government's policy to strengthen real estate regulations may have a negative impact on the
construction business, and a recession in the domestic and overseas business conditions may adversely affect
the company's profitability and financial soundness.

THE SURVIVING COMPANY
•

IMPACT BY HOLDING COMPANY REGULATIONS AND PERFORMANCE OF SUBSIDIARIES

The Surviving Company, DL Holdings will be the holding company and will add DL E&C as a subsidiary. However,
no timetable has been finalized for this process.
The main sources of income for the holding company are dividends received from subsidiaries, management
advisory, rental income, and brand royalties. Due to the income sources of the holding company, the financial
status of the company is affected by the subsidiaries’ performance directly and indirectly.

THE COMPANY THAT WILL BE SPUN-OFF
•

RISK OF FLUCTUATIONS IN MACROECONOMY

The construction industry is responsible for real capital, such as housing, construction of industrial facilities,
social overhead capital, and land development, and is responsible for the accumulation of large-scale capital.
Meanwhile, it should be noted that the profitability of the Company that will be spun-off can fluctuate along with
the future economic growth rate, government policy and the recovery of the construction industry.
•

RISK OF SLOWDOWN OF THE INDUSTRY

The Construction Business Survey Index (CBSI) is an index that represents expectations and economic
forecasts of entrepreneurs engaged in the domestic construction industry. The company’s CBSI was about the
65p level in 2013, and improved to 101.3p level in July 2015. However, because of government regulation
strengthening on real estate during the COVID-19 pandemic hitting the construction industry, the index has
pulled back to the 60p level for four months from February to May 2020. The Korea Construction Industry
Research Institute forecasts the October CBSI outlook to be 65.9p. Investors should be noted that the CBSI
index and construction industry outlook may fluctuate due to the slowdown in the construction economy.
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•

RISK OF UNSOLD HOUSING

The amount of unsold housing decreased from 58,000 units as of the end of December 2018 to 29,000 units at
the end of July 2020. However, there are concerns on a slowdown in the recovery of the domestic housing
economy. Investors should be aware that if the number of unsold housing increases, construction companies
may face worsen financial results and profitability.
•

RISK OF GOVERNMENT POLICIES AND REGULATIONS

The construction industry is a key industry that has a large impact on the domestic economy as a whole and is
subject to government policies and regulations. In the future, if additional real estate policies and regulation are
announced, they could increase volatility in the construction and real estate market, as such investors are
advised to keep updated with policy and regulation trends.
•

OTHER RISKS

Investors should be aware of fluctuations of construction orders in domestic and overseas markets, intensified
competition, industry restructuring, contractor’s payment guarantees, and raw material and oil price fluctuations.
THE COMPANY THAT WILL BE SPLIT-OFF
•

RISKS OF FLUCTUATIONS IN INTERNATIONAL CRUDE OIL PRICES AND EXCHANGE RATES

The petrochemical industry corresponds to almost all industries and is sensitive to domestic and global
economic fluctuations. Crude oil prices may fluctuate from time to time and may adversely affect raw material
prices and petrochemical export prices. Additionally, the petrochemical industry relies on import prices of raw
materials, as such, exchange rates have a significant impact on industries as well. The rise in the exchange
rate can add the burden of raw material costs but may strengthen price competency. Therefore, investors should
be aware of the won/dollar exchange rate fluctuations which may adversely affect the profitability of company.
•

RISKS OF SUPPLY AND DEMAND OF PRODUCTS AND REGULATIONS

The petrochemical industry requires large-scale capital investment, making it challenging for newcomers to
enter the market. Not only are Petrochemical products linked to the real business cycle, but also profitability is
affected by the level of self-sufficiency of production in other countries and the supply and demand of the market.
•

RISKS OF REGULATIONS AND ACCIDENT

The petrochemical business is subject to strict environmental, health and safety regulations, which may hinder
the business of the company. In January 2015, the " Act on the Registration and Evaluation, etc. of Chemical
Substances” and "Chemicals Control Act" have been enforced, and further regulations may be tightened in its
business activities. Regulatory environments may increase production costs of the company and increase
contingent costs in the event of an accident. Investors should note that the Company can face unexpected
accidents which may adversely affect the reputation and profitability of the Company.

B. COMPANY-SPECIFIC RISK
•

RISKS OF BUSINESS STABILITY

After the spin-off and split-off of Daelim Industrial, each company’s financial performance will directly affect each
company’s business performance and the overall business stability of each company may decrease, dependent
on the unique business condition of each unit.
•

RISK OF CONTINGENT LIABILITIES

As of the filing date of the Registration Statement, the Surviving Company and Newly established Companies
will jointly bear responsibility for contingent liabilities such as PF lending and guarantee of payment that Daelim
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Industrial holds. As of the 3rd quarter of 2020, the Company has no PF payment guarantee. However, if
additional PF payment guarantees are incurred before the spin-off/split-off date of Jan 1, 2021, there may be
unpredictable capital requirements depending on construction delays, sales performance, and occupancy rates
at major PF business sites.
•

RISKS OF OTHERS

As of the 3rd quarter of 2020, the Company has faced a 170 legal claims in damages (Litigation amount: KRW
723,328 mil) and has made 90 legal claims in payment and delayed damage disputes of its own (Litigation
amount: KRW 748,811 mil). The impact of the outcome of these proceedings on the Surviving Companies and
Newly established Companies cannot be reasonably predicted at this time.
•

RISK OF CREDIT DOWNGRADE

The credit rating of the bonds of Daelim Industrial is rated as AA-Stable of the date of Registration Statement
filing. In the case of existing debts issued before the spin-off and split-off, the rating is unlikely to be changed
because the Surviving and Newly established Companies have joint guarantee obligations under Article 530-9
(1) of the Commercial Act.
The debt to be issued after the spin-off and split-off will be rated according to the profitability and financial status
of each company. The decline in the credit ratings of the Surviving Company and the Newly established
Companies after the spin-off and split-off may increase future financing costs and give a negative impact on
financial stability of the companies.

THE SURVIVING COMPANY
•

RISKS TO FULFILL THE LEGAL REQUIREMENTS OF A HOLDING COMPANY

In order to meet the requirements of a Holding Company under the law, the Surviving Company must be
compliant with the Fair Trade Commission and submit an annual report. In the event of a violation or a
requirement is not met, a surcharge will be levied within the specified range. Investors should be aware that this
can have negatively impact the reputation and cash flow of the Newly established Companies.
•

RISK OF INCREASING CONTROL OF CONTROLLING SHAREHOLDER

The largest shareholder will not be changed after the spin-off/split-off because its equity ratio will not change
and there is no treasury stock to increase the largest shareholder’s ownership. However, in the process of
acquiring the shares of the Newly established Company, the Surviving Company, DL E&C, may strengthen the
control of the largest shareholder depending on the participation of minority shareholders.
•

RISK OF FINANCIAL STABILITY AND DAMAGE ASSOCIATED WITH SUBSIDIARY FUNDS AND
INVESTMENT

Due to the characteristics of a holding company, if the financial performance of the subsidiaries declines,
additional investment and financial support for guarantees may be required, which may affect the financial
structure of the Surviving Company.

THE COMPANY THAT WILL BE SPUN-OFF
•

RISK OF FLUCTUATIONS IN SALES AND PROFITABILITY

DL E&C operates a construction business with its main sources of revenue from housing, civil engineering, and
plant construction. The construction business recorded sales of KRW 10.478 trillion and operating profit of KRW
236.4 billion in 2017. In 2018, while sales recorded KRW 8.271 trillion due to the decrease of plant sales,
operating profits recoded KRW 526.6 billion due to the improvement of cost to sales ratio. In 2019, sales
decreased again and recorded KRW 6.213 trillion but a record high operating profit of KRW 751.1 billion.
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Investors should be aware that if the recovery of real estate industry slows down, the profitability of the company
could also be affected.
•

RISKS OF FINANCIAL STABILITY

DL E&C maintained 140% level of debt ratio in 2017 and 2018, but in 2019 it recorded 130.4%. The total debt
of DL E&C was between KRW 8~900 billion in 2017 and 2018 but dropped to KRW 600 billion level. It seems
that the overall financial stability of DL E&C is robust. However, when the debt level of DL E&C continues to
increase there is a possibility of hindering the financial stability and future credit ratings.
•

RISKS RELATED TO ACCOUNTS RECEIVABLES AND ALLOWANCE FOR DOUBTFUL ACCOUNTS

The total amount of accounts receivable and other receivables of DL E&C is KRW 3,355.2 billion in 2017, KRW
2,629.2 billion in 2018, and KRW 2.937 trillion in 2019, which is continuously decreasing. In the future, if the
domestic housing economy continues to slow down and the plant business declines, the allowance for doubtful
accounts may increase.
•

RISKS OF UNCLAIMED CONSTRUCTION

As of the first half of 2020, the size of the Company's unclaimed construction amounted to about KRW 686.7
billion, down by KRW 23.5 billion from the end of 2019. Investors should review the company's unclaimed
construction and accounts receivable, and consider the possibility that unclaimed construction will be
transferred to insolvent risk due to future uncertainties.
•

RISK RELATED TO ORDERS

The construction business would be carried out over a specific period of time after receiving orders, so future
sales can be expected from the order balance at the end of the previous year. The total order backlog decreased
by 45.8% from KRW 27.5 trillion at the end of 2016 to KRW 14.9 trillion as of the first half of 2020. Investors
should pay attention to profitability of the company as the economic shock caused by COVID-19 and the
government's policy to tighten regulations on real estate, or low profitability of the existing business may impact
financial stability of the company.

THE COMPANY THAT WILL BE SPLIT-OFF
•

RISK OF FLUCTUATIONS IN SALES AND PROFITABILITY

DL Chemical operates a petrochemical business and produces PB, EPO, etc. While COVID-19 pandemic
continues, the capacity increase in the North American ECC and the petrochemical self-sufficiency rate of China
rises, in which it would directly and indirectly affect the company’s financial performance.
•

RISKS RELATED TO FINANCIAL STABILITY

DL Chemical may face new capex investment to achieve economies of scale and the possibility of profitability
falling due to changes in business conditions. In this case, financial stability of the company could be affected
from the increase in external financing, which could cause lowered credit ratings.

10. BOARD RECOMMENDATION
The Board considers the spin-off and split-off to be in the best interests of Daelim Industrial shareholders as a
whole and accordingly unanimously recommends that you vote IN FAVOR of the Spin-off/Split-off Agreement.
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11. EXPECTED TIMETABLE OF THE EVENTS
Key Event
BoD to approve the Demerger Plan
Material Management Information related to Judgment of
Investment
Shareholder Record date
Registration Statement
Convocation Notice and its notification date
Extra Ordinary Shareholder Meeting (Expected)

Date
Sep. 10, 2020
Sep. 10, 2020

Consolidation of Stock and its notification date
Suspension of Stock Trading (Expected)
Demerger Implementation Date
Demerger and Inaugural meetings

Dec. 04, 2020
Dec. 29. 2020
Jan. 01, 2021
Jan. 04, 2021

Demerger Registration Application date (Expected)

Jan. 04, 2021

Sep. 29, 2020
Oct. 15, 2020
Nov. 19, 2020
Dec. 04, 2020

Remark

Subject to a special
resolution and
approval of preferred
shareholders

Substitute for the
resolution of Bod

12. FREQUENTLY ASKED QUESTIONS
•

SPIN-OFF/SPLIT-OFF STRUCTURE AND PURPOSE
1. What is the need for conversion to a holding company?
By transition to a holding company, the aim is to create a responsible management system in
which the construction and petrochemical units can focus on their original lines of business . The
holding company will help subsidiaries find new growth engines and invest in new businesses
aligning value creation for the group.
In terms of management transparency and independence, the holding company system is
expected to have a positive impact on enhancing corporate and shareholder values.
Looking ahead, the holding company plans to support the growth strategies of its main subsidiaries
through comprehensive management of the group’s investment business. Concurrently, the
holding company will manage and diversify risks, enhancing shareholder value through strategic
and efficient capital allocation between the subsidiaries.
2. Is the purpose of restructuring to benefit and strengthen the control of the largest
shareholder?
The spin-off and conversion of the holding company aims to enhance the overall corporate and
shareholder value and to promote transparency through restructuring and reorganization in its
main businesses.
The transition to a holding company is not to benefit one specific or the largest shareholder, as
such the principle of shareholder equality will be strictly upheld and observed throughout the
transaction process.
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3. Why aren’t the three companies spun-off? (Why should DL Chemical be unlisted?)
The petrochemical industry is expected to rebound after 2022, with the scale of business still small,
it is necessary to actively foster DL Chemical under the holding company for an extended period.
The petrochemical unit has relatively low scale and profit contribution in comparison to the
construction unit, but as it has high technical value and O&M managem ent capabilities, it has
growth potential through active development.
When considering various strategic options such as attracting external investment and strategic
equity alliances, there are limitations to the strategies that can be implemented. This is due to
concerns over dilution of shareholder ownership of existing shareholders if the company becomes
a listed company through the spin-off.
If the business conditions rebound from active business development, it is possible to maximize
the value of DL Holdings shareholders and Petrochemical through IPOs.
4. What is the possibility of Daelim Corporation and DL Holdings merging in the future?
Due to the lack of synergy between the two companies and issues of valuation which stems from
the structure of one company being listed and the other unlisted, there has been no separate
review regarding the merger between Daelim Corporation and DL Holdings.
5. Daelim Corporation and DL Holdings seem to have a double/overlapping governance
structure. What are the roles of Daelim Corporation and DL Holding?
The governance reorganization is separate to Daelim Corporation as it is not incorporated into the
Holding Company system. Daelim Corporation is at the peak of the group’s governance structure,
but it will be independently managed from DL Holdings.
Daelim Corporation will implement a strategy to enhance its own corporate value in developing
new business areas independently while strengthening existing business areas centered on oil based trading.
DL Holdings will serve as a holding company as a substantial control tower of the group in line
with the Fair Trade Act.
As the holding company of the group, DL Holdings will manage subsidiaries and explore new
businesses in related industries, with petrochemical and constructio n as the two main pillars.
6. Will there be following stock issuance with payment-in-kind? Is it required to hold DL E&C
by DL Holdings?
Even though DL E&C is not incorporated as a subsidiary of DL Holdings, it is expected to meet
the requirements of the Fair Trade Act. However, it considers stock purchases or stock issuance
with payment-in-kind as part of its plan to incorporate the group’s core construction company into
the holding company structure. Only then can all key subsidiaries be compiled under the holding
company to enhance management and transparency to complete an efficient governance structure
across the group. The specific time frame and method of execution have yet to be decided.
In the process of stock issuance in which the principle of equal shareholders is observed, the
composition of the stake in DL Holdings may change as a result, but this is only a consequential
effect of market trends.
When the plans are confirmed the company will immediately notify the market through public
announcements.
7. Does DL Holdings meet the requirements for a holding company structure under the Fair
Trade Act after the spin-off process? (When is the transition to a holding company?)
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In order to meet the requirements of holding companies under the Fair Trade Act, the Surviving
Company must have total assets of KRW 500 billion or more and the combined value of its
subsidiaries' shares under the Fair Trade Act must be at least 50% of its total assets, and its debt
ratio must be kept within 200%.
DL Holdings is expected to meet the requirements of the holding company without the stock
issuance with payment-in-kind of DL E&C. After the date of spin-off, the company plans to report
the transition to a holding company according to related regulations.
8. What is your plan for reorganizing the Daelim Group after the spin-off? (What is the
possibility of future sale of non-core businesses such as Glad Hotels & Resorts?)
Currently, there is no specific plan for the sale of other affiliates. If other plans for restructuring in
the future are confirmed, it will be notified immediately through disclosure.
9. How did you evaluate the valuation for each business unit and calculate the split ratio?
The split ratio was calculated according to the ratio of the net asset value of DL Holdi ngs and DL
E&C in the 2020 half-year installment financial statements that were reviewed by an external
auditor.
The split ratio is for determining the total number of issued shares of the Surviving Company, DL
Holdings, and the Newly established DL E&C, which has no effect on the ratio of each
shareholders’ holdings.
10. How is Daelim Industrial’s investee companies share allocation processed?
Although the investee companies were allocated based on the direct relevance to the business of
the company being spin-off or split-off, there have been cases where it belongs to DL Holdings to
meet the eligible spin-off/split-off requirements, which is required to minimize tax. For these
companies, we are considering transferring stocks to each companies that suit their
characteristics in the future.
* Shares that are held by DL Holdings
upon the spin-off/split-off, but will be
transferred to DL Chemical in the future

* Shares to be transferred to DL Holdings
upon the spin-off/split-off, but will be
transferred to DL E&C in the future

CARIFLEX PTE, Daelim FnC,
DL CHEMICAL USA

SOC shares (EcoSoul etc. & 21 others)
PFV and corporations related to the real
estate business. (Geoje Big Island & 6
others)

11. When comparing the debt-to-equity ratio before and after the spin-off/split-off, the ratio of
DL E&C rises, DL Holdings and DL Chemicals fall significantly. Wasn't the debt allotted too
much to DL E&C? On what basis were the assets and liabilities allocated?
Previous to the spin-off/split-off, the petrochemicals/constructions were independently operated
internally; and the assets/liabilities of the business unit were separately classified and have been
accounted. Under these standards, assets/liabilities were allocated to each company in
consideration of business relevance.
87% of Daelim Industrial's sales is Daelim E&C's sales as of June 2020. As the characteristics of
construction industry, the amount of working capital is large, size of debt is somewhat larger than
DL Holdings and DL Chemical due to account payables (KRW 1 trillion) and contract liabilities.
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Overall, net cash was made to be “0” (DL Holdings and DL Chemical are also net cash “0” level).
After the spin-off, the debt ratio of DL E&C remains the lowest compared to its peers as of June
2020.
•

KEY SUMMARY (NON-CONSOLIDATED / KRW 100 MILLION)

As of June 2020

Daelim Industrial

Sales

DL Chemical

DL Holdings

34,594

30,221

4,282

91

100%

87%

12%

0.3%

101,198

63,397

13,858

32,926

Liabilities

43,187

31,127

5,720

7,185

Capital

58,011

32,270

8,138

25,740

74%

96%

70%

28%

Weight on Sales
Assets

Debt-Equity Ratio

•

DEBT RATIO OF E&C PEER COMPANIES (NON-CONSOLIDATED / KRW 100 MILLION)

As of June 2020

DL E&C

A Corp.

B Corp.

C Corp.

Assets

63,397

119,787

116,761

86,980

Liabilities

31,127

63,412

73,817

63,886

Capital

32,270

56,375

42,944

23,094

97%

113%

172%

277%

Debt-Equity Ratio

•

DL E&C

BOARD OF DIRECTORS
12. What is the composition of the Board of Directors of each company after the division?
Please refer to page 9, 10 and 12

•

SHAREHOLDER-FRIENDLY POLICY
13. How is this year's dividend policy being reviewed? What is the mid- to long-term dividend
policy guidance?
The dividend for the 2020 profits of Daelim Industrial to be paid on behalf of the Surviving Company,
DL Holdings.
Dividends after the spin-off are reviewed in consideration of the situation of each company in the
future and will be determined by comprehensively considering the stability of cash flow and profits
for each company, and investment plans for future growth strategies of each company.
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14. Will a committee (e.g. governance / transparent management) be established to oversee
internal transactions and deliberate on shareholder-friendly policies, etc.
The existing Internal Transaction Committee will be expanded and reorganized into the
Governance Committee (tentative name) to have the function on deliberating on major
management issues concerning to shareholders' interests, such as M&A or sale of major assets,
in addition to approval of transactions between affiliates.
Additionally, to improve and strengthen transparency and independence of the Board, a plan is
being considered to introduce a Senior Independent Director.
-

Senior Independent Director: A Senior Independent Director representing all Independent
Directors, evaluating the activities of the Board through separate mee tings of Independent
Directors only, and communicates the views of Independent Directors to the Board on major
management issues.

For listed companies, the introduction of electronic voting at general meetings will improve
shareholder benefit.
•

BUSINESS STRATEGY
15. What is the main business and revenue source of the holding company?
DL Holdings is purely a holding company with no separate business unit. Its main sources of
revenue include dividend income from subsidiaries, trademark and brand royalties, and in come
from real estate rental. It will play a role as the group's representative company to manage and
lead subsidiaries.
16. What is the specific growth strategy for DL E&C after the division?
As the construction industry continues to face increased risks of low growth and uncertainties,
Daelim Industrial’s construction business unit continued to pursue a goal of self-innovation and to
be a stable company with consistency to generate profits set in 2017. In 2019 and the first half of
2020, it achieved first place in operating profit compared to its peers.
After the spin-off, DL E&C will reorganize its portfolio centering on core businesses continuing to
carry out activities to enhance profitability through data-based order and execution systems and
synergize with its subsidiary DL Construction (currently Daelim Construction).
The housing business will be reorganized into a high-profit business structure by cultivating
developers and new business models in-line with steady growth in the current urban-maintenance
market. The civil engineering business will be developed thorough risk control and securing
competitive execution. The plant business is expected to see profit growth through the
reinforcement of high-level, experienced, and capable products in response to the expected
change in the future market environment.
17. DL Chemical’s detailed scale up strategy / whether to promote IPO?
The company will pursue M&A in areas with high growth potential under a two -track strategy –
through investment in production facilities in potential regions where low cost structures are viable
and investments in high value-added specialty projects such as Cariflex. While the IPO can be
promoted at suitable time once the industry has rebounded, seeing profit -cost structure improve
and expansion of appearance, etc., there is no specific plan to go public yet and if it should
progress the company would notify the market through the appropriate disclosures.
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18. What are the strengths and weaknesses of the construction unit compared to its peer
companies?
Daelim Industrial is recognized as a top-tier company, ranked third in the "2020 construction
capability evaluation”. Unlike its peers, Daelim Industrial’s accounts have not relied on internal
orders with affiliates, having a high portion of sales outside the group. It has steadily and
independently developed for over 80 years, pioneering the market and achieving customer
satisfaction with high quality.
As a result, it maintains the highest credit rating in the construction industry with ‘AA-', and
achieved excellent financial performance, higher operating profits compared with its peers in 2019
and in the first half of 2020.
In contrast, the company has lower balance of domestic and overseas orders next to its peers
being in line with strict order guidelines, priority in securing stable business, giving an edge over
competitors in terms of risk management. The company continuously secures opportunities f or
high-quality order-taking projects in its execution and competitiveness with the ability to match
quotes.
19. What are the strengths and weaknesses of petrochemical unit compared to other
companies?
•

Strengths
-

Capability to develop technology independently and to operate global top-level process

-

High value-added/high-functional products can be produced using our own metallocene
catalyst technology

-

Secured global No.1 market status by securing PB technology with cost competitive

-

advantage
Secured stable raw materials through affiliated company YNCC

-

By acquiring Carlflex, ranked 1st in the surgical synthetic rubber raw material market and
enabling business expansion utilizing anionic polymerization technology
Weaknesses

•
-

Simple product portfolio compared to other companies: Only PE/PB/EPO business
Low synergy effect compared to other companies vertically integrated by separating
operation between monomer (YNCC) and polymer (petrochemical)

20. Considering the risks in civil engineering and plant market over the next 10 years, will the
company continue a housing-oriented management strategy in the future?
Since the cycle of business is different between housing, civil engineering , and plant, portfolio
effects of sales and profits can be expected in spite of ec onomic fluctuations.
As housing supply expands and urban maintenance volumes increase, demand for high -profit
housing businesses is expected to increase over the next 10 years. While building the foundation
for stable profit growth centered on this housing business, the civil engineering and plant business
will maintain the balance of the business portfolio by winning orders for certain projects under
thorough risk management.
As the current civil engineering and plant market conditions are passing through a slow-down,
business opportunities are expected to gradually expand in the future.
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21. What is the differentiation strategy of DL E&C given that all large construction companies
have their own brands?
By understanding the key needs of each customer, the Company will derive the most attractive
and competitive business concepts that only the Company can provide, and plan contents that
explore various channels that can effectively reinforce our differentiated competitive advantage.
In addition, the Company will use big data analysis to analyze housing trends and strengthen its
brand through multidimensional efforts to increase customer satisfaction in line with quality.
22. Please explain in detail where the company data analysis technology is being used and how
it can differentiate the company from its competitors.
The productivity of the construction industry remains 77% of the overall industry average and 50%
of the manufacturing industry, and there is room for significant improvement through digital
transformation.
The company is planning to improve productivity by applying data analysis to all processes
including the order, execution, and risk management.
By managing key data related to customer, market, and execution, the Company will differentiate
its competitive advantage over other competitors such as:
-

presenting a quick and accurate quote upon order;

-

reducing cost by shortening the cost and construction period when executing;

-

recognizing risks/possibility of accidents in advance by system.

23. Does the company have strengths compared to other construction companies in
discovering and purchasing undervalued land?
The company has highlighted its strengths through direct promotion of developer projects such as
Acro Seoul Forest and Gwanghwamun D Tower.
Based on Big Data, the Company is promoting the discovery and purchase of undervalued land
nationwide through partnerships with Proptech, and the Company is participating in proposed
development projects (public offering) as well as land bidding such as real estate sales through
collaboration with financial companies/trusts. In addition, the Company is discovering business
opportunities by monitoring trends in other industries and changes in government policies.
※ If the developer model of general construction companies is behind times, Daelim's developer
model is differentiated into a digital developer model.
24. Although a new business expansion strategy is important, the ability to win orders is also
important due to the nature of the construction industry. Are there any plans and strategies
to revive the declining orders?
The company has established and implemented order guidelines that enable sustainable profit
growth. The housing market is expected to continue to grow with reconstruction and
redevelopment. The company will increase orders in urban redevelopment project markets by
competing with differentiated quality products and services.
New business opportunities in civil engineering industry can be found through the Korean
government’s New Deal project and growing potentials in overseas market.
The company plans on securing orders of plant construction through strategic partnerships.
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25. If there is a change in the business portfolio with the developer side, the risk will be greater
and there will be more capital outflow than before, so what would be the solution?
The Company minimizes the risks by accumulating the know-how and training experts while
conducting the development project. The Company also utilize a structured financing to minimize
the Company's capital investment through collaboration with investors and asset managers for
risk management.
26. How DL E&C and DL Construction differentiate the target market of business areas?
DL Construction, the merged company between Samho and KDC, became a medium and largesized construction company with KRW 2.3 trillion in orders and KRW 2 trillion in sales.
DL E&C is planning to focus on the large/premium-oriented market, as DL Construction specializes
in housing, engineering, and others (logistics, knowledge industry ce nter, etc.). This specialization
will maximize synergies between two companies.
•

LEGAL/TAX
27. Are there any procedures to protect appraisal rights or creditors at the time of the split -off?
(With guarantee of an obligation?)
In the case of a spin-off/split-off, the appraisal rights are not recognized, and the creditor protection
procedure is not required as the Surviving Company and the newly established Company will
jointly bear guarantee of an obligation.
For liabilities of Daelim Industrial, the three com panies shall bear the guarantee of an obligation
after the spin-off/split-off according to Article 530-9 (1) of the Commercial Act. However, each
company is responsible for its liabilities after the spin-off/split-off.
28. How will the fraction shares in the process of spin-off/split-off be settled?
The fraction shares generated at the time of allocation of split shares shall be paid in cash to the
shareholders at the closing price of the list date and the company acquire them as treasury stocks.

•

VALUATION
29. What is the estimated fair value of DL Holdings and DL E&C?
As the company's undervaluation is resolved through the spin-off/split-off, the combined market
capitalization of DL Holdings and DL E&C could be larger than the market capitalization of Daelim
Industrial.
-

DL Holdings and DL E&C's net assets are around 1:1.25, but their future market capitalization
will depend on investors' appetite.

-

It is expected that the company and shareholder value will increase as management efficiency
and transparency of corporate governance will be improved through the transition to a holding
company while focusing on their own businesses.

Considering competitive profitability and financial stability, DL E&C can have high PBRs to rival
construction companies, and if the developer model is successfully established in the future, it will
be possible to have even higher multiples comparable to developer-oriented construction
companies.
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DL Holdings is also expected to have an upside potential considering the growth capability of the
petrochemical business and the performance of other subsidiaries, even considering the market
value discount as being the holding company.
•

OTHERS
30. What are the advantages of converting a holding company through the simultaneous spinoff/split-off of Daelim Industrial compared to the simple split-off of construction and
petrochemical businesses from the standpoint of general shareholders?
A split off of two business units would address the discount value of both the construction and
petrochemical units which stems from the operation of multiple businesses under one entity.
However, this still poses limitations in creating a transparent and independent management
system as companies such as Daelim Energy would fall under control one of the two units.
Most institutional investors agree that it is in the best interest of shareholders to create a solid
independent and responsible management system for each construction / petrochemical / energy
and other business units through the converting to a holding company system.
In addition, the petrochemical unit is relatively small at present and requires active fostering and
growth in the future. Rather than operating as a listed company through a spin -off, it would be
advantageous to retain as a 100% subsidiary of the holding company and provide various options
for financing such as capital increase without damaging shareholders ’ interests.
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AGENDA ITEM NO.2 ELECTION OF DIRECTOR
(1 Executive Director, 1 Non-Executive Director, 3 Independent Directors)

At the Extraordinary General Meeting of Shareholders, the following 5 directors (1 Executive Director, 1 NonExecutive Director, 3 Independent Directors) will seek the approval of appointment from shareholders.
•

Agenda Item No. 2-1 Executive Director Candidate : Mr. Bae, Weon Bog

•

Agenda Item No. 2-2 Non-Executive Director Candidate : Mr. Shin, Hyeon Sik

•

Agenda Item No. 2-3 Independent Director Candidate : Mr. Yi, Han Sang

•

Agenda Item No. 2-4 Independent Director Candidate : Mr. Lee, Young Myung

•

Agenda Item No. 2-5 Independent Director Candidate : Ms. Lee, Yoon Jung

NOMINEE FOR EXECUTIVE DIRECTOR(1)(2)
Name
Bae,Weon Bog

Date of
Birth
Nov. 1961

Nominating
Entity
Board of
Directors

Term of
Office
3 years

Main
Position
CEO/
Inside Director

Career
Vice Chairman,
Daelim Industrial

Key Experiences
2019~present

CEO, Daelim Industrial

2018~2019

CEO, Daelim Motorcycle

1984~2017

Executive vice President, LG Electronic

NOMINEE FOR NON-EXECUTIVE DIRECTOR(1)(2)
Name
Shin, Hyun Sik

Date of
Birth
Feb.1971

Nominating
Entity
Board of
Directors

Term of
Office
3 years

Main
Position
Non-executive
Director

Career
Partner Attorney,
SHIN & KIM

Key Experiences
2018~present

CRO, Daelim Industrial

2001~2018

Partner attorney, SHIN & KIM
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NOMINEE FOR INDEPENDENT DIRECTOR(1)(2)
Name

Date of
Birth

Yi, Han Sang

Jul.1971

Lee, Young Myung

Apr.1973

Lee, Yoon Jung(3)

Dec.1969

Nominating
Entity

Term of
Office

Independent Director
Candidate
Recommendation
Committee
Independent Director
Candidate
Recommendation
Committee
Independent Director
Candidate
Recommendation
Committee

3 years

3 years

3 years

Other Current Positions
Professor,
Business Administration,
Korea University
CEO,
HUB Investment
Editor in Chief,
Noblesse
Media International

Notes: (1) The nominees (i) have not engaged in any transactions with Daelim Industrial during the past three
years and (ii) do not have any relationships with the largest shareholder of Daelim Industrial.
(2) The nominees (i) owe no delinquent taxes, (ii) do not belong to the management of an insolvent company
and (iii) are not subject to any legal grounds for disqualification.
(3) On October 30th 2020, Lee Yoon Jung has resigned Daelim Cultural Foundation, which is non-profit
organization established 1996 to operate the art museum and support academic research activities, where she
had served as a non-executive director since 2015. Please note the following the Board’s Reasons for
Recommending the Nominee.

Name
Yi, Han Sang

Lee, Young Myung

Lee, Yoon Jung

Key Experiences
2011~present

Professor of Business Administration, Korea University

2006~2011

Professor of Accounting, The University of Oklahoma

1995~1999

Secretary, National Tax Service

2016~present

CEO, HUB Investment

2015~2016

Managing Director, Archegos Capital Management Korea

2013~2014

Head of Private Equity, Hanwha Investment & Securities

2012~2013

Partner, Extolia Management

2008~2011

Managing Director, Tiger Asia Management

2006~2008

Goldman Sachs

1993~present

Editor in Chief, Nobless Media International

2002~2004

Writer, JoongAng daily

1996~2002

Guest writer, Maeil Economy
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ADDITIONAL BOARD DIRECTORSHIPS
Name

Company Name

Role

The Date of Election

Bae, Weon Bog

-

Shin, Hyun Sik
Yi, Han Sang

Dong-A Socio Holdings (Listed)

Independent Director

March 2018

Lee, Young Myung

HUB Investment

CEO

June 2019

Lee, Yoon Jung

-

-

-

REASONS FOR RECOMMENDING THE NOMINEE
Name

Reasons for Recommendation

Bae, Weon Bog

Mr. Bae, who was appointed as the CEO in 2019 and Vice Chairman in 2020 of
Daelim Industrial , has led the company to achieve the highest performance for the
second consecutive year through efficient cost management and strengthening the
organic cooperation system between headquarters and sites in operation despite
the difficult internal and external business environments. Additionally, he solidified
the foundation for sustainable growth through ethical management and the Board
believes that he will continue to contribute to the enhancement of corporate value in
leading the company's brand and developer strategy under the holding company
system. His experience and recognition for his management capability as an expert
in global marketing and strategic business development at LG Electronics has led
the Board to unanimously recommend shareholders to vote IN FAVOR of Mr. Bae’s
election.

Shin, Hyun Sik

Mr. Shin has been responsible for risk management of Daelim Petrochemical
business unit since 2018. As a member of the Investment Committee, he has
successfully presided for overseas M&A’s, participating in strategic investment
decisions, business consulting and compliance support. In addition, by effectively
carrying out corporate restructuring such as the split-off of Daelim Fnc, he has
contributed to solidifying the foundation for sustainable growth of the petrochemical
division. The Board believes that he will contribute to the enhancement of the
corporate value of DL Holdings based on his experience in advisory of domestic and
overseas M&As and investment at SHIN&KIM Law Firm supplemented by his risk
management capabilities recognized by Daelim Petrochemical business unit.
For those reasons above, the Board unanimously recommends that shareholders
vote IN FAVOR of Mr. Shin’s election.

Yi, Han Sang

Mr. Yi, an expert in accounting, is expected to contribute his professional opinions
in the decision-making process of the holding company. Based on his expertise in
accounting and understanding and experience in the construction and
petrochemical business from the past three years as an Independent Director, the
Board and the Independent Director Nomination Committee is confident that he will
perform well in the role as an independent monitor and supervisor over the activities
of controlling shareholders and other directors and contribute to effective board
operation.
Mr. Yi is also seeking shareholder approval to be appointed on the audit committee.
His expertise in accounting is more than enough to fulfill his role as an audit
committee member.
For those reasons above, the Board unanimously recommends that shareholders
vote IN FAVOR of Mr. Yi’s election.
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Lee, Young Myung

Mr. Lee is a global investment expert with experience in various investment projects
in global hedge funds and private equities. He is expected to contribute greatly to
the asset management of the holding company. The Board believes that his
experience and know-how in real estate analysis and investment will play an
important role in the successful implementation of the company's developer strategy
and he will help the board strengthen its communication with shareholders.
Mr. Lee is also seeking shareholder approval to be appointed as an audit committee
member. Through his experience in the investment company, the Board believes
that his skills and experience will help better perform the role on the audit committee
such as risk management and internal control system maintenance.
For those reasons above, the Board unanimously recommends that shareholders
vote IN FAVOR of Mr. Lee’s election.

Lee, Yoon Jung

Ms. Lee has deep expertise in design, fashion and brand industry and consumer
marketing. Over the past few years, the importance of branding has significantly
increased in the construction industry. Ms. Lee’s skills and experience in this area
will be invaluable to DL Holdings’ Board and establishing a sound brand strategy.
She will be the company's first female director, and her background and experience
will strengthen the diversity of the Board and bring fresh perspective.
Ms. Lee will also join the audit committee subject to shareholder approval, and the
Board believes that she will be able to fulfil this role with the level of rigor required
of a director with problem solving skills and critical perspective, which she gained
as a writer of major economic journals.
Ms. Lee served as a non-executive director on the Board of Daelim Cultural
Foundation from May 2015 until 30 October 2020. Daelim Cultural Foundation is a
non-profit organization for the purpose of promoting culture. The Board does not
believe that her previous role on the Board of the Foundation impedes on her
independence, and as such, the Board believes that Ms. Lee satisfies the
independence criteria required for Independent Directors for the following reasons:
(1) Ms. Lee was a non-executive director of Daelim Cultural Foundation and did not
serve on the Board as an executive or full-time director, and as a result, was not
paid any remuneration by any entity associated with Daelim Group. Her role on the
Foundation was equivalent to an Independent Director role of a for-profit
corporation.
(2) There are no current or former related party transactions between Ms. Lee or
any entities associated with Ms. Lee and any entity associated with Daelim Group.
For the reasons above, the Board unanimously recommends that shareholders vote
IN FAVOR of Ms. Lee’s election.
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AGENDA ITEM NO.3 ELECTION OF AUDIT COMMITTEE MEMBER
At the Extraordinary General Meeting of Shareholders, the following 3 directors (3 Independent Directors) will
seek the approval of appointment as the audit committee member from shareholders.
•

Agenda Item No. 3-1 Independent Director Candidate : Mr. Yi, Han Sang

•

Agenda Item No. 3-2 Independent Director Candidate : Mr. Lee, Young Myung

•

Agenda Item No. 3-3 Independent Director Candidate : Ms. Lee, Yoon Jung

NOMINEE FOR INDEPENDENT DIRECTOR AS AUDIT COMMITTEE MEMBER(1)(2)
Name
Yi, Han Sang

Date of
Birth
Jul.1971

Nominating
Entity
Board of Directors

Term of
Office
3 years

Lee, Young Myung

Apr.1973

Board of Directors

3 years

Lee, Yoon Jung(3)

Dec.1969

Board of Directors

3 years

Other Current Positions
Professor,
Business Administration,
Korea University
CEO,
HUB Investment

Editor in Chief,
Noblesse
Media International
Notes: (1) The nominees (i) have not engaged in any transactions with Daelim Indunstrial during the past three
years and (ii) do not have any relationships with the largest shareholder of Daelim industrial.
(2) The nominees (i) owe no delinquent taxes, (ii) do not belong to the management of an insolvent company
and (iii) are not subject to any legal grounds for disqualification.
(3) On October 30th 2020, Ms. Lee, Yoon Jung has resigned from Daelim Cultural Foundation, which is a nonprofit organization established in 1996 to operate the art museum and support academic research activities,
where she had served as a director since 2015. Please note the following the Board’s Reasons for
Recommending the Nominee.
The Board’ Reasons for Recommending the Nominees are found in Agenda No. 2. as the Audit Committee
Members are also standing for Election as Independent Directors.
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AGENDA ITEM NO.4 APPROVAL OF THE PROVISION FOR SEVERANCE PAY FOR
EXECUTIVES
Pursuant to Article 388 of the Commercial Act and Article 42 of the Company’s Articles of Incorporation, the
following resolution to approve the Provision for Severance Pay for Executives is put to shareholders for
approval:
Article 1 (Purpose) The purpose of this provision is to set standards for the payment of severance pay for
executives pursuant to Article 42 (2) of the Articles of Incorporation.
Article 2 (Applicable Target) In this provision, the term executive refers to a person who works full-time, including
directors approved at the general shareholders' meeting of the company and unregistered executives.
Article 3 (Retirement Period) The retirement period of an executive is when the executive retires in reality.
Article 4 (Severance Pay) ① Executives' severance pay is divided into monthly retirement pensions by
multiplying 10% of the basic annual salary, and paid upon retirement. However, the regional allowance paid in
addition to the basic annual salary depending on the work area is included in the calculation of the severance
pay.
② If the basic annual salary changes during the period of the executive's tenure, the severance pay is The
basic annual salary is classified and calculated and summed in accordance with Paragraph 1.
Article 5 (Retirement Compensation Payment) The company pays 3 months of the monthly salary immediately
before retirement as consolation payments, taking into account the contributions during the periods that he/she
has served, and the amount shall be deemed the retirement allowance under Article 4. However, payment may
not be made in any of the following cases.
① If he/she is appointed as an advisor after retirement
② When retired after being appointed as an executive of an affiliated company
③ In case of retirement due to business negligence, such as the reason specified in Article 6
Article 6 (Payment Restriction) In case a person who is being investigated for a criminal offense in relation to
business or a person who is pending criminal trial retires, the payment of severance pay may be withheld until
the investigation into the case is concluded or the judgment is finalized.
Supplementary provision
Article 1 (Effective Date) These regulations will take effect from January 1, 2021.
Article 2 (Transitional Regulations) This regulation applies to the period of employment prior to the enforcement
of this regulation.

The Board unanimously recommends that shareholders vote IN FAVOR of the Provision for severance pay for
executives.
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