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SUMMARY

1. Title

Advancement of the types of prohibited acts and investigation systems of new services

such as platforms

2. Objective and Importance of Research

TAs the revised Telecommunications Business Act, which took effect on September 14,
2021, newly established a detailed type in the Enforcement Decree of the revised
Telecommunications Business Act, which took effect on March 15, 2022, and a notice
suggesting the criteria for determining illegality, it is necessary to study the investigation
and analysis. This study aimed to identify changes in payment policies of app market

operators after the revision of the law and to review the applicability of the law.

3. Contents and Scope of the Research

The composition of this report is as follows. Chapter 2 identifies the mobile ecosystem
and app market environment. Chapter 3 analyzes major competitive issues related to the
app market. Chapter 4 examines the policy trends of major overseas countries related to
in-app payments, and presents opinions on the current status of Korea and major issues.
Finally, Chapter 5 summarizes the major issues and policy directions related to the app

market discussed above.



4. Research Results

First of all, forcing a specific payment method should be interpreted as all types of
actions that limit the freedom of payment methods of providers such as mobile content.
This may apply not only to forcing in-app payment methods provided by app market
operators, but also to force them to choose only from multiple specific payment
methods. In other words, ‘specificity’ refers to all forms of involvement that limit
freedom of choice, not only the enforcement of one specific payment method called
in-app payment. Even if the text is interpreted, certain payment methods are not
limited to ‘in-app payment methods provided or designated by app market operators’, so
they include all payment methods that providers do not want, such as mobile content,
regardless of who is the provider of a specific payment method and whether it is made
within the app.

Next, the business law does not directly stipulate whose cost should be based on when
determining the adequacy of third-party payment fees, but it is interpreted that the cost
of the app developer should be based on the legislative purpose and the criteria for
determining coercion. The legislative purpose is to promote fair competition among
participants in the app market industry by allowing app developers to choose the method
they want. If the cost of the app market is based on the cost of the app market
company, the purpose of legislating the regulation is likely to be forgotten because app
developers are usually more likely to be cost-effective due to inferior size than app
market companies. This is believed to be consistent with the purpose of stipulating that
the application developer should judge whether it is compulsory or not.

Since the level of the cost of the app developer varies, it is possible to consider a plan
to exclude exceptional reasons. For exceptional reasons, the government regulation that
requires SMEs to reduce credit card fees is intended to protect SMEs, so it should not

result in app market companies stealing profits that should be attributed to SMEs. In

- xil —



addition, it can result in additional disadvantages for app developers who do not receive
these benefits. Therefore, it is desirable to base it on the average value except for app
developers who benefit from credit card fee cuts due to government regulations.
However, since it is difficult for an app market company to grasp the criteria calculated
in this way in advance, it may be appropriate to impose only corrective orders and not
impose fines.

Finally, when imposing fines on external payment restrictions, related sales are forced
to pay internally due to external payment restrictions, so internal payments are
considered to be “services subject to violations,” and sales (fee revenue) through internal
payments (self-payment and third-party payments) are related sales. Not only services
that have been converted to internal payments after using external payments, but also
services that have continued to maintain existing internal payments have limited
conversion to external payments, so the entire internal payment sales become related
sales. Strict proof will be needed if the sales of the app market (services affected by
violations) are calculated as related sales because external payment restrictions have
hampered fair competition in the "app market” market. In addition, since the related
sales of the third-party payment restriction were forced to pay by itself due to the
third-party payment restriction, the sales through the self-payment will be the related

sales.

5. Policy Suggestions for Practical Use

The results of this study can be used as a reference for upgrading the type of
prohibited behavior and investigation system of platform operators by investigating and
analyzing the status of prohibited behavior of app market operators and conducting

related legal reviews.
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6. Expectations

The results of this study are expected to create a basis for fair competition in the app

market and contribute to increasing the benefits of business users and end users.
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A+E: CMA(2022), “CMA Mobile ecosystems”
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AF5: Statista(2022), “Apple App Store”
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T FrEg

H(standard) 30%
T-=3(subscriptions) 30%

758 1d 73415 E(after subscriber first year) 15%

IS il Small Business Program k& 15%

(App Store)

Small Business Program T-=3% 15%

T=3-(News Partner Program) 15%

vdzt= do]8l 9i(dating apps) 27%

ZZ o] U1k (standard) 30%
(Google Play) | <=3 (subscriptions) 15%

AF&.: Statista(2022), “Apple App Store”

3) Ao AAWE njZo] 199 D o]&ko]H App Store Small Business Programth
o] H(https://developer.apple.com/kr/app-store/small-business-program/)
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Global App Store and Google Play Spending 2021-2026
$3008

H Google Play
W App Store

$2508
$2008 +12% CAGR
$1508
$100B

3508

2021 2022F 2023F 2024F 2025F 2026F

Does not reflect spending en third-party Android stores in China and elsewhere Source: Sensor Tower Store Intelligence

A5 Sensortower(2022.6), “5-Year Market Forecast: App Spending Will Reach $233 Billion by 2026
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Worldwide App Store and Worldwide App Store Worldwide Google Play
Google Play Downloads Downloads Downloads
2008 2008 2008
+4.7% CAGR
1508 = 1508 1508 +5.2% CAGR .
1008 1008 1008
s08 08 +2.9% CAGR so08
3 . o o
2021 2022F 2023F 2024F 2025F 2026F 2021 2022F 2023F 2024F 2025F 2026F 2021 2022F 2023F 2024F 2025F 2026F
181 Billion 38 Billion 143 Billion
App Store + Google Play Downloads App Store Downloads Google Play Downloads
By 2026 By 2026 By 2026

Z}&: Sensortower(2022), “Mobile Market Forecast 2022-2026
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WApp Store EMGoogle Play
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800 -

Number of app publishers

2016 2017 2018 2019 2020 2021

A+ Statista(2022), “Google Play Store”
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T29] Google Play ol 2] App Store
529 HF 3.2% 6.0%
T2 HF 96.8% 94.0%

25 Statista(2022), “App Stores”
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App Store Play Store
Y20l A7V FERolE 77V
AT AR AT AT A AT
BHA =R S BHAEHE HHAEHE BAEH] &
2018 0~25 = 50~75 = 0~25 Fe=
~50 & ~ i MoR = ~25 9T
2019 25~50 =} 75~100 3} 0~25 =} Aagle
2020 25~50 &= 75~100 F2= 0~25 =
2021 25~50 F2= 100~125 = 0~25 =

AFE: CMA(2022), “CMA Mobile ecosystems”
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T T2 Fo]2Eo o} = W2Eo Y2rEo] 71E}
SHE 94.7% 71.5% 35.8% 6.1%

F oIl ZrYS T EHkd /E= AR F91719 2467000t slolElE
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o] Z P AE0] 13,291 22.2% 16,180 21.5% 19,311 21.2%
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71ek 158 0.3% 163 0.2% 179 0.2%
o] B F male EEx A 990719 46700 tiF HolEE fx- A
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Z5: Sensor Tower Store Intelligence(https://sensortower.com/blogfapp-revenue-and-downloads-2021)

5) Sensor Tower Store Intelligence(https://sensortower.com/blog/subscription-apps-revenue-2021/)
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A5: Sensor Tower Store Intelligence(https://sensortower.com/blogfapp-revenue-and-downloads-2021)
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Allow "News App" to track
R —— your activity across other
Personalised ads in Apple apps such as the App Store and Compan |es' apps and
Apple News help you discover apps, products and services that are
levan . We pr " priv i Ice- .
o i o ol syt websites?
Turning on Personalised Ads increases the relevance of ads shown by Your data will be used to deliver
letting us use data like account information, app and content %
purchases, and, where available, the types of News stories you read. personalized ads to you.
Apple does not track you or share your personal information with any
third parties.
Learn More
Ask App Not to Track
Alow
Turn Off Personalised Ads
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A5 : Statista, “Monthly opt-in rate of mobile users worldwide allowing app tracking after i0S
145 update as of April 2022
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(02! 3—5) Topics APl lifecycle
User's browser User's browser Site that displays ads Adtech code Adtech code Adtech code

0 ® e Q e =

User visits ' Browser infers . User visits site . Topics are . Adis . Adis
websites topics of interest displaying ads retrieved requested displayed

The user visits websites  The browser calculates the The user visits a site The adtech platform gets ~ The adtech platform uses An ad is displayed
about a range of most frequently visited whose adtech platform topics of interest to the  the topics provided by the to the user
topics, for example: topics from the user's needs to select an ad user by calling the Topics AP as part of the
"Country Music", recent browsing history for them Topics API function input to help select an ad
“Makeup & Cosmetics", browsingTopics()

"Vegetarian Cuisine"

A5 https://developer.chrome.com/docs/privacy-sandbox/topics/
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