














OIL STOCKPILE
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OIL STOCKPILING PROJECTS
STRATEGIC OIL STOCKPILING FOR ENERGY SECURITY

KNOC has persistently carried out oil stockpiling projects since its foundation in order to stably supply
oil resources and support storage facilities during a crisis. As of the end of June 2017, KNOC has secured
storage facilitys to handle 133.2 million barrels, and will be able to secure facilitys that can store a total
of 146 million barrels by 2020. Furthermore, according to the government’s oil stockpiling plan and goal,
KNOC has been able to secure the government'’s oil reserves every year, worth a collective total of 95.3
million barrels, at 9 oil stockpiling bases in Korea such as Geoje, Yeosu and Seosan. This is an amount that
can be used for approximately 109 days in Korea according to the IEA standard, and prevents anxiety

factors regarding oil supply in Korea in case of an emergency.

» Total capacity of storage : 1332 million barrels
« Total amount of stockpiling : 953 million barrels

As of the end of June 2017
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Accident-free and disaster-free storage facility management

KNOC has achieved the goal of zero accidents and zero disasters for 16 consecutive years
thanks to systematic safety control and culture based on the improvement of its process safety
management system (PSM). In particular, it has enhanced its ability to handle crises by establishing
aresponse system for earthquakes and fires and improving facilities, and is also promoting safety
management by putting some of the deteriorated storage tanks underground cavern.

Generating profit petroleum marketing projects.

KNOCis reinforcing its competitiveness in oil stockpiling projects by rationally managing the reserved assets while adhering
to the original purpose. It is enhancing its ability to handle crises by generating profit based on efficient management of oil

reserves and facilities through an analysis of local and global oil market conditions.

Oil trading

Since 1999, KNOC has been actively trading crude oil, petroleum and LPG by capitalizing
on price volatility (by month/by season) of the global oil market. Profits generated here are
used to finance the increase in oil reserves for economic national oil stockpiling projects.

International joint stockpiling

Since 1999, KNOC has been attracting and storing crude oil from oil-producing countries
using the extra space of KNOC'’s storage facilities. This enables oil-producing countries to
use KNOC's storage facilities and secure the logistics base of Northeast Asia, while KNOC
can increase profits and enhance the level of oil stockpiling.

Supporting of stockpiled oil and facilities

Since 1982, KNOC has been providing timely support for oil companies in Korea by offering
its oil reserves and storage facilities when there is a crisis concerning supply and demand for
oil in Korea. This project enables KNOC to promote stabilization of the supply of oil as well
as prices in Korea, while also upholding public interest and profitability of oil stockpiling
projects.
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IMPROVEMENT OF PETROLEUM DISTRIBUTION STRUCTURE / R&D

IMPROVEMENT OF
PETROLEUM DISTRIBUTION STRUCTURE

Economical gas stations

The concept of economical gas stations was first introduced in December 2011 to promote
competition and increase transparency in the oligopoly of the incomplete oil distribution
market in Korea. Economical gas stations can supply low-priced oil products based on bulk
purchasing of products and use of KNOC's storage facilities. They are keeping a lid on price
increase of oil products in Korea and contribute to price stabilization. As of the end of June
2017, there are 1,174 (approximately 9.8% of gas stations nationwide) economical gas stations
in Korea. This helped to switch to a fairer system of market competition, thereby seeking
convenience and benefits for consumers.

Opinet

KNOC runs ‘Opinet, which provides consumers with oil price information of each gas station
on a real-time basis and promotes competition among gas stations. It collects sales price
data of over 12,000 gas stations and 2,000 LPG charging stations in Korea, updated 6 times a
day, and provides real-time price data via various IT service media such as smartphones and
navigations. As of the end of June 2017, a daily average of 269,000 Koreans were using Opinet
in 2017 to save on oil expenses. Opinet also constantly seeks to disclose all kinds of information
aside from price data, such as announcing gas stations committing illegal acts or disclosing
the prices of agricultural tax-free oil.
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Petronet

KNOC is comprehensively collecting, analyzing and evaluating local and global oil data and
providing prompt and accurate oil information to various stakeholders, thereby contributing
to the government’s oil policies and academia’s research. The latest local and global oil
information is systematically entered into a database and delivered to users through the
comprehensive online oil data network, Petronet. Petronet provides daily or weekly data such
as petroleum news and oil prices, as well as global oil market information including prices, and
trend analysis of supply and demand of oil in Korea.
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R&D

KNOCis establishing and carrying out a mid- tolong-term technology plan for technological
development and independence. Research on unconventional energy such as oil sands,
shale oil and shale gas is actively being conducted using the assets owned by KNOC's
subsidiaries of Canada and the US. KNOC is also constantly studying the core technologies
of oil engineering for the economic development of oil and gas fields, such as reservoir
simulation and EOR(Enhanced Qil Recovery). For such independence in core technology,
KNOC has implemented a three-year plan for technological independence from 2014 to
2016, and this resulted in nurturing over 160 technical personnel in core technology. Based
on such technological competency, KNOC is also supporting private companies in Korea
that relatively lack experience and competency in oil development. KNOC is providing
its technological skills and human resources for the development of E&P technology
in Korea by dispatching its technical experts to the UAE E&P project in which Korean
private companies are participating, in addition to building a pool of consultants to offer

consultations upon request.

13



