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Message
from the Chairman
-

The year 2019 has seen the competition for survival became fiercer than ever before,
with media consumption and advertising rapidly being transferred to mobile devices,
mergers and acquisitions in the broadcasting and communications market, and global

operators entering the country in full swing.

In this rapidly-changing environment, the Korea Communications Commission has
made the efforts to create a fair and healthy broadcasting and communications
environment by strengthening the public role of broadcasting and facilitating

broadcasting communications services.

First, the Commission has exercise its effort to ensure a balanced and impartial
broadcasting service to serve the best interest of the public and the social accountability.
By gathering public opinions, the Commission prepared a policy proposal to reinforce
the governance of public broadcasting and the autonomy of broadcast programming
and production. Moreover, the Commission has had committed itself to ensuring the
public safety by strengthening the role of disaster broadcasting and improving its
receptions. Next, policy reforms were introduced to create an environment that facilitate
the fair competition and the mutual development of broadcasting and communications
services. Guidelines for establishing a transparent contract between broadcasters and
outsourced producers were outlined. In order to eliminate discrimination between
domestic and foreign business operators, the Commission made it mandatory to

designate domestic agents for foreign business operators.



Additionally the Commission has sought to expand opportunities for the public
including the underprivileged to have a greater access to media. Different levels of media
education were offered to the public to bridge the media gap between regions and
generations. To ensure greater media access of the underprivileged, the Commission
has supported the distribution of TVs for those with visual and hearing impairments,

and the production of broadcasting programs for the disabled.

Lastly, the Commission has devoted itself to protecting users from personal data breach
cases and the distributions of illegal information. We also introduced a compensation
system for damage to better protect users, when their personal data is compromised,
also came up with measures to block illegal harmful information such as sexually explicit

videos.

The Annual Report includes the policy concerns and achievements the Commission
had made and its efforts to reach out to the public over the last year, under the goal of

“People-centered broadcasting and communications”.

The Commission will continuously commit itself to creating a broadcasting and
communications environment that is trusted by each and every people and vitalize the

economy as a future growth engine.

Thank you.

March 2020
Han Sang-hyuk

Chairman, Korea Communications Commission
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The broadcasting and communications
industry is making continuous contributions
to the growth of the national economy.

The sales of the domestic broadcasting services, communication services, information
services recorded KRW 19 trillion, KRW 36 trillion, and KRW 21.8 trillion, respectively.

Broadcasting services have continuously grown, contributing to the national economic

growth.
Sales of the broadcasting and communications Sales of the broadcasting service market
service market
(Unit : KRW trillion) (Unit : KRW trillion)
76.2 76.8 18.4 19.0
74.9 17.6
2017 20187 2019° 2017 2018° 2019
Note) P : Preliminary, Ministry of Science and ICT (2020) Note) P : Preliminary, Ministry of Science and ICT (2020)
Sales of the communications service market Sales of the information service market
(Unit : KRW trillion) (Unit : KRW trillion)
38.0 37.3 206 21.8
36.0 19.3
2017 2018 20197 2017 2018 2019P
Note) P : Preliminary, Ministry of Science and ICT (2020) Note) P : Preliminary, Ministry of Science and ICT (2020)
GDP Sales of domestic IPTV
(Unit : USD 100 million) (Unit : KRW trillion)
1,89 1,914 a5 3.9
1,836 .
3.0
2017 2018 20197 2017 2018P 2019P

Note) P : Preliminary, Bank of Korea (2020) Note) P : Preliminary, Ministry of Science and ICT (2020)
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The foundations for Industry vitality has
been created by expanding broadcasting
and communications services.

Broadcasting and communications convergence services have been revitalized with a
continuing increase in subscriptions to paid IPTV and broadband.
Wireless data traffic has grown by 41.7% from last year, while the number of LTE subscribers

increased to 55.69 million.

Paid broadcasting subscribers IPTV subscribers
(Unit : 10,000 devices) (Unit : 10,000 devices)
3,249 3,303 1.566 1,635
3,137 1433 )
2017 2018 2019 2017 2018 2019
Note) Based on the first half of 2019, CATV, satellite, and IPTV Note) Based on the first half of 2019, Ministry of Science and ICT
subscribers, Ministry of Science and ICT (2020) (2020)
Number of Internet users Number of broadband Internet users
(Unit : 10,000 persons) (Unit : 10,000 persons)
4,635 2,191
4,612
4,528 2099 2129
2017 2018 2019 2017 2018 2019
Note) Ministry of Science and ICT (2020) Note) Ministry of Science and ICT (2020)
Number of LTE subscribers Wireless data traffic
(Unit : 10,000 persons) (Unit : TB)
5513 5,569 595,310
5,044 419,839
330,594
2017 2018 2019 2017 2018 2019

Note) Ministry of Science and ICT (2020) Note) Ministry of Science and ICT (2020)



Content competitiveness of regional and
small broadcasting has been enhanced by
supporting invigoration of the services

The Commission has provided institutional support for the quality of regional broadcasting
2 O 1 9 services while making the efforts to realize the locality of media such as increasing the sales

of outstanding production support programs for regional broadcasting stations.

The Commission has raised the viewers’ satisfaction by providing the regional audience with

quality shows and increasing the production cost subsidies for productions for disabled
people by regional broadcasting service providers.

Grants for regional and small broadcasting Subsidies provided to regional terrestrial
program production broadcasting to produce broadcasting
programs for the disabled
(Unit : KRW 100 million) (Unit : KRW 1 million)
- 34 34 1822 1,881
1,566
2017 2018 2019 2017 2018 2019

Viewers’ satisfaction with regional shows which Sales of excellent regional broadcasting

received subsidies programs
(Unit : Point) (Unit : KRW 1 million)

86.8 825 855
86.1 86.4 707

2017 2018 2019 2017 2018 2019
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By expanding opportunities for access to
broadcasting services, the viewers ’rights
and the active participation of users have
been promoted.

The Commission has expanded public access to the Community Media Centers in order to
boost viewers” engagement, and offered customized media education by life cycle and class,

such as free semester media education.

By providing broadcasting receivers for the visually or hearing impaired and supporting
broadcast programs for disabled people, the Commission has committed itself to improving
access to broadcasting services for the disadvantaged.

Number of users of the Community Media Number of PA programs using the Community Media
Centers Center facilities
(Unit : 10,000 persons) (Unit : Piece)
62.4 1,681 1,698
57.6
52.9 892
2017 2018 2019 2017 2018 2019

Number of schools offering free semester media Number of students attending free semester

education media education
(Unit : School) (Unit : Person)
250 6,486
230 5,699
201 4,164
2017 2018 2019 2017 2018 2019
Number of towns receiving media education Provision of broadcasting receivers for
services audiences with visual and hearing impairments
(Unit : Town) (Unit : 10,000 receivers)
70
16 17.7 19.3
50 .
21

2017 2018 2019 2017 2018 2019



A Healthy Internet user environment has
been created while actively dealing with the
adverse effects of the Internet.

The Commission continued to implement Internet ethics activities operating Internet ethics
classes and the Group of Korea Internet Dream Star.

The Commission has offered anti-cyber bullying education and attracted more schools to the
Secure Cyber Zone program, establishing a sound Internet culture.

Internet ethics education and anti-cyber Number of Internet ethics education centers
bullying education
(Unit : Person) (Unit : Person)
178.826 919,569
166,600 171,676
567,962
443,471
2017 2018 2019 2017 2018 2019

Number of schools of the Group of Korea Number of schools to run the Secure Cyber
Internet Dream Star Zone
(Unit : School) (Unit : School)
450 450 450 403
330
239

2017 2018 2019 2017 2018 2019
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The Commission has strengthened personal
data protection measures and improved the
broadcasting and communications service
environment for users.

filtering rate at 84.5%.

2019

The Commission has enhanced transparency in personal data usage by deleting 8 types of
data exposed to local and overseas websites as high as 97.8% and recording the spam

The number of spam mails and mobile messages received by an average user recorded 0.14
and 0.39, respectively, as a result of the efforts the Commission has made to protect users.

Detection and deletion rate of personal data* by
local and overseas websites

(Unit : %)
970 7.8
93.5
2017 2018 2019

Note) Personal data (8types): Resident registration number, passport
number, driver's license number, alien registration number,
credit card number, account number, mobile phone number,
health insurance number

Mobile spam messages received

(Unit : Case)
0.16
0.14
0.09
2017 2018 2019

Note) Based on the first half of 2019

Spam message blocking rate of three mobile
communications carriers

(Unit : %)
84.5 84.5
82.3
2017 2018 2019
Note) Based on the first half of 2019
E-mail spams received
(Unit : Case)

0.44

2017 2018 2019

Note) Based on the first half of 2019
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Broadcasting and Communications

Policy Environment

1. Trends in the Global Macro Economy and Broadcasting and

Communications Markets

a. Trends in the Global Macro Economy

In 2020, the global economy is projected to grow approximately 2.9-3.4%, a rather modest growth
compared to the previous year.) Although developing economies may play a leading role in boosting the
world economy, the overall growth is predicted to be moderate. In the case of China, the growth forecast
is to be 6.0%, a decrease by 0.2% from 2019, due to downside risks such as the US-China trade disputes

ow

and prolonged protests in Hong Kong.2 58
mg

Figure | -1 Economic outlook for advanced and developing economies (Unit : %) g‘g
15 15 ] : : 3
— USA e=mee EUro zone -=--- Japan — China ---—-India  --- Indonesia 2
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s

N S

=
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Source) 2020 World Economic Outlook, Korea Institute for International Economic Policy, 2019

As trade and investment gradually recovered in 2019, the world economy was forecast to grow at a more
moderate pace3), yet the possibility of the current downturn continuing throughout 2020 remains high due
to the US-China trade war, Brexit and sluggish growth in China and India. Moreover, with the coronavirus
(COVID-19) outbreak, first detected in Wuhan, China, causing economic uncertainty and slowdown, the
world economic prospects remain subdued.®

1) IInstitutions have varying projections for the world economy in 2020. IMF's prediction stood at 3.4%; OECD at 2.9%, and both the Bank of Korea and
Korea Institute for International Economic Policy at 3.2%.

2) 2020 World Economic Outlook, Korea Institute for International Economic Policy, 2019

3) Economic Outlook for 2020, Bank of Korea, 2020

4) The Bank of Korea predicts that the following issues may play a critical role in influencing the world economy in 2020. O Competition among major
countries to lead the fourth industrial revolution, @ Reorganization of global trade, @ Changing roles played by ASEAN and China in GVC, @ China's
possible economic policy changes, ® Accelerated global efforts in overcoming climate change.
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Table | -1 World economic forecast (Unit : %)

2019 2020 2021

Worldwide 2.9 3.3 3.4
Advanced Economies 1.7 1.6 1.6
Developing Economies 3.7 44 4.6
Eurozone 1.2 1.3 1.4

Source) World Economic Outlook, International Monetary Fund, 2020 (based on forecasts modified on January 20, 2020)

Meanwhile, the increase in global trade volume in 2019 is estimated at just 1.1%, decreasing from 3.7%
in 2018, largely due to the global economic downturn and trade frictions between countries. Trade growth
is expected to increase by 3.2% in 20205, however risks remain as a result of the impact of the coronavirus
outbreak.

b. Trends in the Global Broadcasting and Communications Market

Gartner predicts that the global IT market will reach USD 3.9 trillion in 2020, up by 3.7% compared to
2019, thanks to the high growth rates of software and IT services and IT devices market rebound.®) The
US-China trade disputes and stagnant market for devices resulted in software being the major driver of the
global IT market in 2019. However, the growth rate in 2020 is expected to increase by 3%, due to the quick
recovery of the IT devices market and 5G expansion.

From a medium to long-term perspective, software and IT services are projected to grow at its current
pace, while the growth of communications services is expected to slow down. For this reason, the global
IT market is projected to grow at an average growth rate of 3% until 2023, reaching USD 4.3 trillion.

Figure | -2 Global IT markets forecast (Unit : USD 1 billion)

4,500 ~ 5.1% IT Market Volume —— Growth Rate r6.0%
. (]

4,312 —5.0%

4,026

4,000 - 3.7% 4,167 - 4.5%

—3.0%
3,717

3,500 —2.0%

—1.0%

3,000 0.6% 0.0%

2015 2019 2020 2021 2022 2023

Source) IT Spending Forecast, Gartner, July 2019, Mid to Long Term ICT Market Forecast and Strategies, Choi Gyeyeong, Nov. 2019

5) World Economic Outlook, IMF, 2019
6) IT Spending Forecast, Gartner, 2019. 7.
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Smartphone industry, one of South Korea’s major export items, experienced downturns owing to the
lack of demand and the US-China trade disputes in 2019 but it is predicted to bounce back in 2020 with
the commercialization and expansion of 5G. That is expected to spark a fiercer competition among those
striving to take the lead in the 5G market.

Figure | -3 Global smartphones and 5G smartphones forecast
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Source) IT Spending Forecast, Gartner, July 2019, Mid to Long Term ICT Market Forecast and Strategies, Choi Gyeyeong, Nov. 2019

Global media and entertainments markets are projected to grow by up to USD 2.6 trillion by 2023 from
USD 2.2 trillion in 20197). Behind such success lies the rapid growth of IP based media represented by OTT
which records an annual average growth of 31%, estimated to reach USD 30 billion in 20198). The 2021
forecast for the global OTT market volume is approximately USD 36.7 billion, with the number of
subscribers reaching approximately 600 million. Looking forward, OTT services are projected to replace the
current traditional broadcasting media services, becoming the center of the media market in the future.

Figure | -4 Global OTT services markets and subscription (Unit : USD 100 million, 100 million persons)
Global OTT Services Markets Global OTT vs. Paid TV Subscription
400 367 12
10 0/0/0-/0’0/1815
300 310
8 9.12
247
200 6 S
169 4 :
100 100 , . . ‘
63 ——— OTT revenue 1.2 1.81 D — ?3‘(1 _gtTrTeamlng
0 .
2012 2013 2015 2017  2019(e) 2021(e) 2012 2013 2015 2017  2019(e) 2021(e)

Note) e : estimate
Source) Reorganization of Media Markets Through OTT and Management Strategies of Major Businesses, Kim Yong-hui, 2019

7) Global Media & Entertainment Outlook, PWC, 2019
8) Reorganization of Media Markets Through OTT and the Management Strategies of Major Businesses, Kim Yong-hui, 2019

Korea Communications Commission Annual Report 2019 5



2. Status of the Broadcasting and Communications Market

a. Domestic Broadcasting and Communications Productions and Export Volume

The domestic market of broadcasting and communication equipment and services is demonstrating

signs of stagnation or sluggish growth. The market volume of communications equipment has been
decreasing continuously from KRW 41 trillion in 2017 to KRW 38 trillion in 2019. The communications
services have decreased from KRW 38 trillion in 2017 to KRW 35 trillion in 2019. In addition, the market for
broadcasting equipment has decreased from KRW 2.3 trillion in 2017 to KRW 2.0 trillion in 2019. In contrast,

the market volume of broadcasting services and information services continue to increase every year.

Table | -2 Productions of domestic broadcasting and communications

(Unit : KRW 1 million)

2017 2018° 2019°
Communication equipment 41,934,764 41,279,373 38,085,829
Broadcasting equipment 2,329,783 2,339,172 2,061,933
Communication services 38,021,099 37,263,808 35,954,109
Broadcasting services 17,570,718 18,358,762 18,995,356
Information services 19,290,954 20,600,526 21,839,916
Total 119,147,318 119,841,641 116,937,143

Note) P : Preliminary, Information services refer to Internet services
Source) Trend Research on ICT Item, Ministry of Science and ICT, 2020

The export of communications and broadcasting equipment is also on the decrease. As can be seen in
<Table | -3>, the export volume of domestic communication equipment is slowing down while that of

broadcasting equipment increased in 2018, only to decline in 2019.

Table | -3 Export volume of domestic broadcasting and communications equipment

(Unit - USD 1000)

2017 2018° 2019°
Communication equipment 22,264,896 17,150,056 14,074,456
Broadcasting equipment 352,404 426,117 387,939

Note) P : Preliminary

Source) Trend Research on ICT Item, Ministry of Science and ICT, 2020
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b. Status of the Advertising Market

The total of the advertising fee in 2019 was KRW 13.9 trillion, up by 1.7% compared to the previous year.
Online advertising, including Internet and mobile advertisements, accounted for approximately 46.9% of
the total fees. As mobile becomes ever more prominent in media, IP based media such as OTT is replacing
traditional, one-way media. Thus, while mobile advertising is fast-growing, traditional broadcasting and
print advertising is rapidly decreasing.

Figure | -5 Advertising fee by type (Unit : KRW 1 million)
17,500,000
B Broad casting W Print Online Out-of-home M Others 3z
14,507,562 a2
15,000,000 13,478,689 13,915,387 — =2
12.162.657 12,753,463 - - S®
162, 23
12,500,000 11,790,634 . —] A0
| §
10,000,000 =
7,500,000 E
5,000,000 I I I l l l
2,500,000 .
2015 2016 2017 2018 2019p 2020p

Note) P : Preliminary
Source) 2019 Advertising Expenditure Research, Ministry of Science and ICT-KOBACO, 2019

The downtrend in broadcasting advertising is especially notable. It has decreased KRW 1 trillion in 2019,
from KRW 4.4 trillion in 2015 to KRW 3.4 trillion in 2019, and it is projected to deteriorate even further in
2020, down to KRW 3.1 trillion. In contrast, mobile advertising has grown more than three fold, from KRW
1.37 trillion in 2015 to KRW 4.56 trillion in 2019 and it will continue to grow in 2020 up to KRW 5.47 trillion.

Broadcasting advertising is one of the main sources of revenue in broadcasting services. If this trend
continues, it may have an adverse impact on the financial condition of the entire broadcasting market
including terrestrial and paid broadcasting. This in turn will lead to decreased investment in producing
quality contents and also act as a significant constraint on public responsibilities of the broadcasting service.
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Figure | -6 Broadcasting advertising market volume (Unit : KRW 1 million)
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Source) 2019 Advertising Expenditure Research, Ministry of Science and ICT-KOBACO, 2019

Figure | -7 Online advertising market volume (Unit : KRW 1 million)
Bl Internet(PC) ! Mobile
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Source) 2019 Advertising Expenditure Research, Ministry of Science and ICT-KOBACO, 2019
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c. Status of the Broadcasting by Type

As of 2019, there are 51 terrestrial broadcasting business entities including central and regional terrestrial
broadcasting (KBS regional headquarters, regional MBC, regional commercial broadcasting, OBS) and small
and medium radio broadcasting business entities (religious broadcasting and small and medium radio
broadcasting). As of 2018, the sales of regional terrestrial broadcasting business entities (TV and radio) were
KRW 3.7965 trillion, up by 3.1% compared to 2017. The proportion of broadcasting business sales
demonstrate that advertising, one of the main sources of revenue, reached KRW 1.4121 trillion in 2017
(accounting for 38.3%) but decreased 7.9% to KRW 1.3007 trillion in 2018 (accounting for 34.2%).
Considering the rapid deterioration of advertising revenue in terrestrial broadcasting, it would be difficult
to improve the management of terrestrial broadcasting businesses in the mid to long term without the
implementation of proper policies or measures. In contrast, sales from retransmission and program sales
have increased from KRW 2.539 trillion to KRW 3.184 trillion and from KRW 6.429 trillion to KRW 8.179
trillion, respectively. This demonstrates that sales of non-real time, two-way form of services are increasing
instead of the previously sought for real-time, one-way form of broadcasting.
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Figure | -8 Trends and proportion of terrestrial broadcasting sales (Unit : KRW 100 million)
I Broadcasting license fee [ Retransmission Broadcasting PP [ Advertising
Sponsorship Sales of programs Other broadcasting services

ARLR 6,780(17.9%)

101(0.3%)
109(0.3%)
ANVl 6.643(18.0%) [ 14,121(38.3%) (%2, 6.429017.5%) G753 36,837

106(0.3%)

Al 6.510016.3%) 16,228(40.6%) 58y 7.876019.7%) 2788 39,987

Source) 2019 Research on the Broadcasting Industry, Ministry of Science and ICT-Korea Communications Commission, 2019

Such changes in the proportion of sales and the source of revenue are closely related with the changing
media environment. On the one hand, an increase in mobile advertising has reshaped the advertising sales
environment. On the other hand, an increase in the use of VOD and OTT have made sales of individual
programs go up. Against this backdrop, it is imperative for terrestrial broadcasting to devise reformative and
innovative management strategies and employ methods to increase its content competitiveness.
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Figure | -9 Percentage of use over 5 days per week based on major media (Unit : %)
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Source) 2018 Research on the Broadcasting Industry, Korea Information Society Development Institute, 2018

The subscription of paid broadcasting (cable TV SO, IPTV, satellite broadcasting) is on the increase. The
total number of subscribers (number of devices) of paid broadcasting as of the first half of 2019 was
33,034,309, an increase of 1.07 million (devices) compared to the previous year. As for IPTV, its subscribers
increased by 3.46 million, from 12.89 million at the end of 2016 to 16.35 million in June 2019. However, cable
TV SO lost 177000 subscribers during the same period.

Figure | -10 Trends of Cable TV SO and IPTV subscription (Unit : subscriber)
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Source) Number of Subscribers of Paid Broadcasting and its Market Share As Of First Half of 2019, Ministry of Science and ICT, 2019
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Table | -4 Subscription of paid broadcasting by type (Unit : device, %)
Second half of 2018 First half of 2019 Result
pesstiaton sut:\lstrigirs iz (2] sul:ls(::.rizl;rs S (12 sul:::.rizfers i (5
SO 13,864,782 42.67 13,725,885 41.55 A138,897 A1.12
Satellite 3,234,312 9.95 3,261,285 9.87 26,973 AD0.08
IPTV 15,391,450 47.37 16,047,139 48.58 655,689 1.21
Total 32,490,544 100.00 33,034,309 100.00 543,765

Source) Number of Subscribers of Paid Broadcasting and its Market Share As Of First Half of 2019, Ministry of Science and ICT, 2019

The changes in the proportion of paid broadcasting sales reflect the changes occurring in its subscription
trend. First, the total sale of cable TV SO in 2018 was KRW 2.898 trillion, a decrease of 1.9% from 2017. Its
sales of the broadcasting license fee dropped by 1.7% due to the decreased number of subscribers and
equipment rentals (sales) which lead to subscribers also dropped.?) On the contrary, home shopping
transmission fees, increasingly becoming one of the main source of revenue for paid broadcasting platform
businesses, accounted for 36.2% almost on a par with license fees (38.25%).
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Figure | -11 Trends and proportion of cable TV SO broadcasting sales (Unit : KRW 100 million)
i Broadcasting license fee [ Home shopping transmission fee Equipment rentals (sales) [l Advertising
110 Subscription and installation Sponsorship Other broadcasting services
71(0.3%) 1732(0.2%)
2018 7,981(38.2%) 3,783(18.1%) 1'49 20,898
(6.7%) T_
30(0.1%)
87(0.4%) {— 30(0.1%)
2017 8,120(38.1%) 4,085(19.2%) LT 21,307
6.75%) 2
L 49(0.2%)
77(0.4%) - 26(0.1%)
2016 8,424(38.8%) 4,091018.9%) [P 21,692
L 48(0.2%)

Source) 2019 Research on the Broadcasting Industry, Ministry of Science and ICT-Korea Communications Commission, 2019

The sales of IPTV in 2018 increased by 17.5% compared to the previous year, reaching KRW 3.4358 trillion.
The sales of the broadcasting license fee (KRW 2.2345 trillion), home shopping transmission fee (KRW 712.7
billion) and equipment rental (KRW 264.9 billion) are the major sources of revenue.10) Along with cable TV SO,
the sales and volume of home shopping transmission fees are also increasing in the case of IPTV. Some point
out that this is because the paid broadcasting platform market is a two-sided market.

9) The decrease in sales of equipment rentals is due to the increased number of subscribers of 8VSB which does not require devices.
10) The total of the three account for 93.5% of the entire broadcasting sales.
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Figure | -12 Trends and proportion of IPTV broadcasting sales (Unit : KRW 100 million)

I Broadcasting license fee [ Home shopping transmission fee Equipment rentals (sales)
[0 Advertising Subscription and installation Other broadcasting services
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Source) 2019 Research on the Broadcasting Industry, Ministry of Science and ICT-Korea Communications Commission, 2019

The sales of satellite broadcasting in 2018 decreased to KRW 555.1 billion, down by 3.5% compared to
2017. Just like cable TV SO, the sales of satellite broadcasting is also showing the trends of downturn due
to the decreased number of subscribers. The decrease in the sales of broadcasting licence fees from KRW
333.6 billion in 2016 to KRW 313.8 billion in 2018 was the biggest factor in the overall decrease in sales of
satellite broadcasting.

Figure | -13 Trends and proportion of satellite broadcasting sales (Unit : KRW 100 million)
I Broadcasting license fee [ Home shopping transmission fee Satellite fee [ Advertising
[ Equipment rentals (sales) Subscription and installation Other broadcasting services

111(2.0%) 47(0.9%)

2018 3,138(56.5%) (6 3y - 5551
3(0.1%)
92(1.6%)— [—40(0.7%)

2017 3,233(56.2%) 42.2‘?}0 Sylo4
[
71(0.3%)— ——55(1.0%)

2016 3,336(59.0%) (63_§°OA,) 5,656
[

Source) 2019 Research on the Broadcasting Industry, Ministry of Science and ICT-Korea Communications Commission, 2019

Lastly, the sales of program providers in 2018 reached KRW 6.8402 trillion, up by 3.0% compared to
2017. The sales of general PP and comprehensive PP increased by 7.2% and 10.3%, respectively, leading the
entire broadcasting sales. Whereas home shopping PP, accounting for the largest proportion, recorded KRW
3.0705 trillion, decreasing by 6.7% compared to 2017 the sales of general PP stood at KRW 2.3685 trillion
and comprehensive PP at KRW 801.8 billion.
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Since the establishment of comprehensive PP, JTBC and others have grown to become successful
providers. While this has led to healthy content competition among providers thereby increasing the
viewers choice, it has simultaneously intensified competition by dispersing viewer ratings and advertising
sales.

S1U2IU0D)

Figure | -14 Trends and proportion of program providers sales (Unit : KRW 100 million)
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Source) 2019 Research on the Broadcasting Industry, Ministry of Science and ICT-Korea Communications Commission, 2019

d. Status of the Communications Market

Traditional communications services including wired or wireless communication and Internet services
have slowed down, while information services are increasingly growing to lead the entire information
communications service. The share of information services have continuously increased, accounting for
26.5% in 2019 and is projected to reach 27.4% in 2020. The growth of sales have slowed down from KRW
3.75 billion in 2018 to KRW 3.77 billion in 2019. While wired communication is continuously deteriorating,
wireless communication is expected to grow continuously.

Figure | -15 Domestic communications market share and volume (Unit : KRW 1 trillion, %)
B Wired % Wireless Inter mediary B Wired [ Wireless Inter mediary
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Source) Mid to Long Term Forecast of the ICT Industry (2018-2022), Korea Information Society Development Institute, 2018
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On April 3, 2019, South Korea became the first country in the world to commercialize 5G, leading the
transition from 4G to 5G. As of December 2019, 5G subscription increased to 4.67 million. The total number
of subscribers also increased from 66.36 million in 2018 to 68.69 million in 2019, an increase of 2.54 million.
Along with LTE, the subscribers of 5G are on the increase. However, 2G and 3G subscription remains at 85.4
million, soon to be replaced by LTE or 5G in the near future.

Figure | -16 Domestic subscription to mobile communications (Unit : 10,000 subscribers)
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Source) Statistics for Wireless Communication Service Subscription, Ministry of Science and ICT, 2019 (based on December 2019 data)

In 2020, the sales of wired communication services is projected to decrease while moderate growth is
expected of mobile communication services, resulting in the slight growth of the overall sales of the
communication services market. Sales of wired communication services is predicted to decrease regardless
of the increase in Giga Internet subscription, largely due to the drop in the number of subscribers to landline
telephones. On the contrary, mobile communication services are estimated to grow moderately thanks to
the expansion of 5G services and loT market and increasing ARPU.

Looking forward, it is expected that the expansion of 5G and the introduction of various services based
on loT and autonomous cars would present new engines of growth in the era of the fourth industrial
revolution.

e. Changes in the Broadcasting and Communications Policy Environment
1) Overview of changes in the broadcasting communications policy environment

Changes in the domestic broadcasting and communications market can be separated into external
factors and internal factors. The first of these external factors include the expansion and ubiquity of ICT,
technological development and greater connectivity and data-centered change which disrupts structured
labor markets and individual life styles. In addition, as media influence increases, media dependency has
become ever more problematic. Second, trans-boundary trend which began in the second half of 2010.
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Since then, global platform businesses began to expand, breaking physical boundaries in broadcasting and
communications businesses. Countries and markets began losing its identity and the world began to
resemble each other. Therefore, it has become imperative to cooperate between countries to develop
policies that go beyond the traditional sense of boundaries. Third, the new normal represented by the low
fertility - low growth rate which has impeded mass consumption and mass growth and in turn made
business models switch to individualized and optimized consumption and growth.

In contrast, there are several internal factors that influence the changes in the broadcasting communications
industry. First, the expansion of IP based media represented by OTT which required traditional
broadcasting policy systems to expand to include the policy for various media. Second, the restructuring of
the individual function and value of media which requires media to change its public and social function and
value leading to changes in its policy goals and methods. Third, rapid changes in the use of broadcasting and
communications services. Media and telecommunication services are increasingly used through
multiplatforms in segmented and unstructured ways. Thus, providers are required to review their business
models and strategies in response to such changes. Policy reforms are also called for to review traditional

el
O
5
&
m
=)
=
=
o
5
5
I}
=i
=

SUOI3RIIUNWWOY) puB SUNSeIPRO.g

broadcasting regulations (based on real-time, program compilation and exposure). This must be preceded
by the development of policies that reflect the redefinition of the viewer and user, and the role and impact
of users.

2) Major policy issues of the broadcasting and communications market in 2020

There are several major policy issues in the broadcasting media industry in 2020. First, there is a high
possibility that the restructuring of the broadcasting market will continue. Multifaceted market
restructuring is projected such as an additional horizontal M&A between platforms and paid broadcasting
platforms, vertical M&A between the platforms and contents (PP, producers) and M&A between content
business entities. 2019 saw successful M&As between SKB and Tbroad and between LGU+ and CJ Hello.
There is a high probability that the additional mergers and horizontal and vertical alliances or mergers may
occur in 2020.

Second, the media is replacing the old with the new and a great transformation is occurring in the market
hegemony. With acceleration in decline of RF(radio frequency) media, users are increasingly escaping the
traditional broadcasting to head to IP based media. In 2019 POOQ, a terrestrial broadcasting service and
Oksusu, a communication business entity merged into Wavve. In 2020, further mergers or alliances such
as OTT alliance between domestic businesses are predicted.

Third, the evolution from All-IP to All-Mobile becomes a reality. Media and other media related services
are projected to transfer from All-IP to All-Mobile. Mobile will be at the center of the digital services ranging
from media distribution and consumption, commerce and games, and such a trend is expected to
accelerate.
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Fourth, changes are occurring in regulation systems as market competition and regulations become
glocalized. It is predicted that competition in the domestic media market will enhance as domestic business
entities compete against large global business entities such as YouTube and Netflix. This calls for the
government to overcome the limitations of and reform domestic regulations.!)

Fifth, it is projected that analogue based broadcasting media regulations and policies will continue to be
carried out throughout the year. Efforts to reform and regulation systems and policies will continue to
respond to the market restructuring of domestic broadcasting media, the transfer from All-IP to All-Mobile
and sever competition in the domestic market between domestic and foreign business entities.

While users continue to escape traditional communication services, communications services and business
operators are expected to be diversified. The growth of domestic telecommunications services reflect the
development of a new communications network and services, competing against them with equipment and
services accordingly. However, with 5G, they may face a whole new competition as it can introduce innovative
services based on its 5G network. Thus, it is predicted that traditional communications business operators
as well as diverse types of new ICT businesses will enter the 5G market, creating a new ecosystem where
new 5G based businesses would emerge. This means that the traditional B2C model will expand and efforts
will be made to create new markets to suit the B2B model. Moreover, it is predicted that big and small M&As
between broadcasting communications business entities and the greater market influence of content
providers (CP) will heighten competition in the market. Traditional network-based communications business
operators (ISP) will compete against a new Internet-based service and content providers. Such a trend will
inevitably lead to the rise of reverse discrimination issue as global CPs exert its influence in the domestic
market. This will in turn call for policies to ensure fair competition in the domestic market.

3) Restructuring of the broadcasting market and the growth of OTT

Current domestic paid broadcasting has been restructured to an IPTV-centered paid broadcasting
platform market through large M&As including LG U”s acquisition of CJ Hello on December 15, 2019 and
the merger between SKB and t-broad on January 21, 2020. Taking the mergers as part of the calculation
into the market share of the first half of 2019, from the media perspective, IPTV leads the market with
approximately 48.6% share and from the business entity perspective, the three telecom giants (KT, LG, SK)
account for 80.1% of the market share. Additional M&As in the future could cement the current
IPTV-centered paid broadcasting platform market which will call for system reforms and changes in the
policy directions of paid broadcasting as well as the entire broadcasting and communications services.

11) Domestic media related regulations and support systems have received criticisms as they could be proved to be ineffective. For this reason it is more
likely that policies aimed at tackling reverse discrimination against foreign businesses will be developed.
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Figure | -17 Post merger subscription based on first half of 2019 (Unit : %)
Satellite 50 5.1
broadcasting HCN 4.1
CMB 4.7 4.
DlLive [
6.1
CableTV SO SK
24.0

Source) Number of Subscribers of Paid Broadcasting and its Market Share, Ministry of Science and ICT, 2019

In the global media market, OTT is growing rapidly as one of the main media platforms along with
traditional paid broadcasting platforms. This is much the same trend in the domestic market. OTT is fast
becoming the main actor in the domestic broadcasting media market and the center of attention when it
comes to market competition and policy making. The domestic market for OTT has grown increasingly and
its growth rate is predicted to continue throughout 2020. However, the glocalization of the domestic
market has led to enhanced competition between domestic and foreign business entities. For example, the
market is centered on AVOD platforms such as YouTube and SVOD platforms such as Netflix, Watcha and
Wavve. The competition in the domestic OTT market is projected to increase as foreign OTT services such
as Disney+ is expected to enter the domestic market in the future.

As such, policies based on the principle of minimum regulation are required to tackle reverse
discrimination between domestic and foreign business entities and devise strategies to boost the
development of the domestic media industry with a view to facilitating the domestic OTT industry and
promoting fair competition between domestic and foreign OTT business entities.

Figure | -18 Domestic OTT market forecast (Unit : KRW 100 million)
10,000
7,801
8,000
6,000
4,149
4,000 Average annual growth
1926 | rate for five years
s ! 0,

2,000 T T e : 28.1 /0

0

2014 2015 2016 2017 2018(e) 2019(e) 2020(e)

Note) e : estimate
Source) Reorganization of Media Markets Through OTT and the Management Strategies of Major Businesses, Kim Yong-hui, 2019
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I Status and Policy Objectives of the

Korea Communications Commission

1. Overview

The Korea Communications Commission (hereinafter referred to as ‘the Commission’ or ‘the KCC),
founded pursuant to the "Act on the Establishment and Operation of Korea Communications Commission.,
is responsible for regulating broadcasting and communications services, protecting their users, and dealing
with other matters required for maintaining the independence of broadcasting services. Its mission is to
contribute to promoting the freedom, public nature and public interest of broadcasting by actively
responding to the convergence between broadcasting and communications sectors.

The key functions of the Commission include the formulation and implementation of policies pertaining
to terrestrial broadcasting general services and new-specialized PP, as well as the investigation and
imposition of sanctions against violations conducted by broadcasting or communications business entities,
the development and implantation of wide-ranging measures aimed at protecting users and their personal
data, preventing the circulation of illegal or harmful information, the arrangement of broadcasting
commercials, the formulation and enforcement of policies on programming and evaluation, and the
development of policies for media diversification.

The Commission is composed of five standing commissioners including the chairman and the vice
chairperson. Of the five standing commissioners, two, including the chairman, are directly appointed by the
President of the Republic of Korea. The remaining three are nominated by the National Assembly and
appointed by the President?). The Commission deliberates and resolved key issues according to the
characteristics of the collegiate system.

The Commission is responsible for the enforcement of the statutes listed in the table below.
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Table I1-1 Laws under jurisdiction of the Commission

Law Descriptions Date Enacted and Amended

® Legal basis for the foundation, organization and
administrative structure of the Commission Enacted on Feb. 29, 2008
® Duties and operational methods of the Commission and | Amended on Dec. 10, 2019
an organization of review committees

Act of the Establishment and
Operation of Korea
Communications Commission,

® Establishment of basic policy directions and plans for

"Framework Act on broadcasting and communications
. . . . . Enacted on Mar. 22, 2010
Broadcasting Communications| ® Disaster management in broadcasting and
o . Amended on Dec. 10, 2019
Development, communications and the establishment of the

Broadcasting Communications Development Fund

® Freedom and independence of programming and public
accountability of broadcasting Enacted on Jan. 12, 2000
e Licensing, re-licensing, approval/permission or Amended on Dec. 10, 2019
re-approval of broadcasting businesses

"Broadcasting Acty

1) One of the three standing commissioners is recommended by the negotiating group of the political group which the President is or was in and other
two are recommended by the other negotiating bodies
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Descriptions

Date Enacted and Amended

MKorea Educational
Broadcasting System Acty

e Capital and investments of the Korea Educational
Broadcasting System

® Appointment of officers and composition of the board
of directors

Enacted on Jan. 12, 2000
Amended on Dec. 10, 2019

"Foundation for Broadcast
Culture Acty

¢ Organization of officers for the Foundation of
Broadcasting Culture
® Legal basis for the Culture Promotion Fund

Enacted on Dec. 26, 1988
Amended on Dec. 10, 2019

"Special Act on Assistance in
Development of Regional
Broadcasting,

e Establishment of Plans for Regional Broadcasting
Development and Support

® Organization of the Regional Broadcasting Development
Committee

Enacted on June 3, 2014

TAct on Broadcasting
Advertising Sales Agencies,
Etc.

e Licensing of broadcast advertising sales agencies and
restrictions on their ownership
® Balanced development of broadcast advertising

Enacted on Feb. 22, 2012
Amended on Dec. 10, 2019

Mnternet Multimedia
Broadcast Services Acty

e Licensing of Internet multimedia broadcast services
® Guarantee of fair competition

Enacted on Jan. 17, 2008
Amended on July 26, 2017

TAct on the Protection, Use,
Etc, of Local Information,

® Classification of business operators and the system for
market entry
® Use of personal location data by emergency aid agencies

Enacted on Jan. 27, 2005
Amended on Dec. 24, 2018

TAct on Promotion of
Information and
Communications Network
Utilization and Information
Protection, Etc.)

e Restriction of collection and the use of personal data
® Guarantee of information network security

Enacted on May 12, 1986
Amended on Dec. 10, 2019

"Mobile Device Distribution
Improvement Act)

® Prohibition on discriminative subsidization and the
announcement of subsidies

® Restriction on making an independent contract related
to subsidies

Enacted on May 28, 2014
Amended on Feb. 21, 2018

Melecommunications
Business Act)

e Classification of services and business operators,
promotion of competition, and systems for fair
competition

e System for protecting network users

Enacted on Dec. 30, 1983
Amended on Dec. 10, 2019

"Radio Waves Acty

® Procedure for distribution, allocation, recollection and
the reallocation of frequency bands

® Procedure for the use of radio stations, including their
licensing and inspection

Enacted on Dec. 30, 1961
Amended on Dec. 10, 2019

Note) Includes statutes that are jointly enforced by the Ministry of Science and ICT
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2. Organization and Functions

a. Organizational Status

Figure 11-1 The standing commissioners of the fourth-term Commission

Chairman Han Sang-hyuk

Chairman Han earned his bachelor’s degree in Law at Korea University (1989) and master's degrees
in Journalism at Chung-Ang University (2010). He passed the 40th judicial exam (1998) and served
as an executive advisor at Telecommunication Covergence Promotion Committee (2006-2007), guest
editorial commissioner at Media Today (2006-2009), commissioner at Local Press Commission
(2007-2010), policy commissioner and co-representative of the Citizens’ Coalition for Democratic
Media (2008-2019), chairman of the Foundation for Broadcast Culture (2009-2012), visiting professor
of the Department of Media Communication at Chung-Ang University (2013-2019), special commissioner
at the Special Advertising Committee, Korea Communications Standards Commission (2014-2016)
and auditor at Free Journalism Foundation (2019).

Vice Chairman Kim Suk-jin

Kim majored in Political Science & International Relations at Kookmin University (1984) and
completed the Advanced Program at the Graduate School of Journalism & Mass Communication,
Yonsei University (2010). Having started his career as a reporter at Munhwa Broadcasting
Corporation (1984), his posts include politics reporter and editorial writer, director general
of the news reporting office of OBS TV (2007), head of the news reporting bureau (2009-2011),
director and head of the news reporting bureau of Yonhap News TV (2011), auditor of the
Construction Workers Mutual Aid Association (2013).

Commissioner Heo Wuk

Hur obtained his B.S. in Civil Engineering from Sungkyunkwan University (1985), went on to
earn an M.A. in Broadcasting, Mass Communications Graduate School from Sogang University
(1996), completed his Ph.D. course in Business from Kyung Hee University (2016). Having
started his career as a deputy head of News Department, Christian Broadcasting System (CSB)
(1989-2000), he worked as the head of the Planning and Coordination Department, CBS
(1999-2000), president of CBSi (2000-2003), editorial director of UpKorea online newspaper
(2003-2003), deputy director, Editorial Department, Aju News (2008) and head of the Research
Center on Value Business, Expert Consulting (2011-2017).
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Commissioner Pyo Chul-soo

Pyo graduated from Seoul National University with a bachelor’s degree in Geology (1975).
Having started his career at the New Division of KBS (1975), he went on to work as the deputy
division head of the Politics Division of KBS (1986), division head at the News Division of YTN
(1994), media director of YTN (1999), non-standing board member of the Korea Expressway
Corporation (1999-2001), managing director and executive director of Kyunh-in Broadcasting
(2000-2003), secretary general of the Korea Broadcasting Commission (2003-2006), non-standing
board member of the Korea Press Foundation (2005), deputy governor of Gyeonggi Province
(2007-2009) and senior advisor of the News Politics Alliance for Democracy (2014).

Commissioner Kim Chang-yong

Kim graduated from Konkun University with a bachelor’s degree in Dairy Science (1985), earned
his master’s degree from the Department of Journalism at City, University of London (1987)
and Ph.D. in Journalism from Cardiff University (1993). Having started his career as a reporter
of the editorial bureau at Kukminilbo (1988-1995) he went on to serve as a visiting research
fellow at the Korean Journalism Research Institute (1997-1999), arbitration commissioner at
the Press Arbitration Commission (2003-2009), deliberative commissioner at the Korea
Broadcasting Commission (2006-2007), and professor at the Department of Mass Communication,
Inje University (1999-2019).
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In accordance with the ‘Organizational System of the Korea Communications Commission and its
Affiliation’(Presidential Decree No.29704, enforced on April 23, 2019), the Commission consists of one
secretariat, three bureaus, one director general, and 20 divisions as shown in <Figure [1-2>.

Major amendments made in 2019 include two additional members (Grade 5 and Grade 6 civil servants)
to help create a healthy Internet environment, two additional members (two Grade 7 civil servants) to be
placed in charge of security and information protection which include the management of the main
information communications facilities under the Commission and another two additional members (Grade
5 and Grade 6 civil servants) to be placed in charge of broadcasting and communications public data use
and quality control.

Moreover, one member (Grade 5 civil servant) was added to improve unfair practices in the external
productions market, create mutually beneficial environment for the broadcasting content industry and
strengthen content competitiveness.

Figure 1l- 2 Organizational chart of the Korea Communications Commission
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b. Responsible Services and Division of Duties
Pursuant to Article 11 of the TAct on the Establishment and Operation of Korea Communications
Commissionyu, the following matters shall be duties under jurisdiction of the Commission.

1. Matters concerning policies on broadcasting advertising, policies on the evaluation of programming,
planning for broadcasting promotion, planning for broadcasting policies, policies on terrestrial
broadcasting, and policies on broadcasting channels

2. Matters concerning the overall control of research and planning, market surveys on broadcasting and
communications, protection of users of broadcasting and communications, promotion of the viewers’
rights and interests and ethics relating to personal data protection

3. Matters concerning the management of frequencies used for broadcasting services
4. Other matters determined as the duties of the Commission by this Act or other Acts

Pursuant to Article 12, the Commission shall deliberate on and resolve the following matters from duties
under its jurisdictions.

1. Matters concerning the basic plans on broadcasting and those on the regulation of communications

2. Matters concerning the recommendation on the directors and the appointment of auditors for the
Korean Broadcasting System

3. Matters concerning the appointment of directors and auditors for the Foundation for Broadcast
Culture

4. Matters concerning the appointment of the chief executive officer, directors and auditors for the
Educational Broadcasting System
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5. Matters concerning the research on and assessment of media diversity

6. Matters concerning the permission and renewal of permission granted to terrestrial broadcasting
business entities and community radio broadcasting business entities.

7. Matters concerning the approval for the program providing business entities using broadcasting

channels for general programming or specialized programming in news reporting

8. Matters concerning the permission, renewal of permission and permission for changes granted to
satellite broadcasting business entities, CATV broadcasting business entities and CATV relay
broadcasting business entities as well as those concerning the consent to the enactment, modification
and repeal of the related statutes

9. Matters concerning the permission, revocation and approval for broadcast advertising sales agencies
pursuant to the "Act on Broadcast Advertising Sales Agencies, Etc..

10. Matters concerning the investigation and restriction on prohibited acts by broadcasting business
entities
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20.

21.

22,

23.

24,

25.

26.

27.

28.

29

. Matters concerning the investigation into and restriction on prohibited acts by broadcasting

advertising sales agencies

. Matters concerning the investigation into and restriction on prohibited acts by telecommunication

business entities

. Matters concerning the mediation of disputes between and among broadcasting business entities

and telecommunications business entities or disputes between business entities and users, etc.

. Matters concerning the mediation of disputes between and among broadcast advertising sales

agencies, etc.

. Matters concerning the response to complaints from viewers as well as the protection of the users

of broadcasting and communications

. Matters concerning the management of the Community Media Foundation
. Matters concerning the guarantee of the universal watching and listening rights
. Matters concerning the composition and management of the Broadcast Review Committee

. Matters concerning the restrictions, etc. on the share of the audience of broadcasting business

entities

Matters concerning the disciplinary measures pursuant to the deliberation and resolution by the
Korea Communications Standards Commission

Matters concerning the composition and management of the Regional Broadcasting Development
Committee

Matters concerning the research and support with respect to the regulations of broadcasting and
communication

Matters concerning the international cooperation with respect to the regulations of broadcasting
and communication

Matters concerning the management of frequencies used for broadcasting services

Matters concerning the operation, organization and sales of broadcast programs and broadcast
advertising

Matters concerning the raising, management and operation of funds related to broadcasting and
communications

Matters concerning the enactment, modification and repeal of the statutes concerned as well as the
regulations of the Commission

Matters concerning the budget and budget planning of the Commission

Matters on which the Commission has deliberated on and resolved pursuant to this Act or other Acts

Each department of the Commission is responsible for the duties specified in <Table [1-2>.
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Table I1-2 Division of duties by the department of the Commission

Departments

Key Duties

Director

General for
Planning and
Coordination

Innovation Planning
Division

® Establishment and coordination of the policies and major plans

® General management of the Commissions organization, personnel quota and
other committees

® Establishment of the mid-term budget and planning, allocation and execution
of the budget

® Budget arrangement, expenditure, operation cost expenditure and closing

® Income and bond management

® Coordination of the government’s innovative planning, cooperation with the
National Assembly and other external agencies

® Management of office services, office automation and establishment and
operation of the knowledge information systems

® Emergency, security related services and disaster management

Administrative and
Legal Affairs Division

® Performance management, planning and the operation of regulatory reform

® Coordination and assessment of the relevant laws and administrative regulations

® Appointment of the officers for the Korean Broadcasting System, the Korea
Educational Broadcasting System and the Foundation for Broadcast Culture

® Coordination, review, and preservation of the agenda items for committee meetings

® Operation of the Information Center

® Coordination of tasks related to the National Assembly

International
Cooperation Division

® Management of policies regarding inter-governmental and regional cooperation

* Negotiations related to broadcasting and communications for the WTO and
FTA etc.

® Development of policies for international organizations related to broadcasting
and communications

Public Relations

® Preparation, coordination, negotiation and assistance regarding advertising
plans for key policies

® Management of public announcement and press briefings regarding the works
of the Commission

Division ® Development of press report plans, distribution of press reports and analysis
of its contents
® Support for reporters, analysis of the press report contents and preparation
of responses
Digital ® Public announcement of key policies through digital channels
Communications | ® Operation of digital channels and the creation of digital contents
Division ® Support for the digital communications within the Commission

Broadcasting

Policy
Bureau

Broadcasting Policy
Planning Division

® Development and implementation of public broadcasting policies

® Development and implementation of policies regarding the KBS license fees

® Development and implementation of policies to ensure the public interest
of broadcasting services

® Enactment and amendments to laws related to broadcasting business entities
under jurisdiction

Radio and Television
Policy Division

® License permission and the renewal of terrestrial broadcasting business entities

® Development and implementation of policies for terrestrial broadcasting technology

® Reviewing of laws and policies regarding terrestrial broadcasting

¢ Development and implementation of the policies related to disaster broadcasting
and broadcasting disasters
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Departments

Key Duties

Broadcasting
Promotion Policy
Division

Broadcasting

® Development of the policies and management of the approval and reapproval
of general services and new specialized PPs

Development of frequency operation plans, management of frequencies for
broadcasting

Permission, renewal, permission for change regarding new media including
CATV broadcasting business entities, enactment and amendment of laws and
other works previously agreed upon

Development of policies for public interest and channels for disabled people

Policy and matters regarding the selection and recognition of such
Bureau ® Development and implementation of policies related to the development of
regional broadcasting
® Development and implementation of policies for terrestrial DMB and management
Regional Media such as permission and renewal
Policy Division ® Management of the Community Media Foundation and support for media
education
® Development and implementation of policies for the protection of viewers
and support for viewer participation
® Management of policies related to the protection of users of broadcasting
Consumer Policy and communications services
Coordinations ® Enactment and amendment of the laws related to the protection of users
Divisions of broadcasting and communications services
® Management of telecommunications finances and the resolution of disputes
® Enactment and amendment of the laws related to personal data protection
in IT networks
® Adoption of the measures regarding personal data protection by Internet
. . Service Providers
Privacy Protections . - . .
Ethics Division ® Licensing and approval of location services operators' o
® Enactment and amendment of laws related to the prevention of the distribution
of illegal information online
® Education and advertisement of cyber ethics and matters regarding the
prevention of illegal spams
Consumer ® Analysis of the communications market trends and market monitoring

Telecommunications
Market Investigations
Division

Policy Bureau

Regulatory reforms to ensure fair competition in the communications market
Investigation or imposition of corrective actions against the violations of laws
by communications business operators

Consumer Protection
Division

Regulatory reform related to the protection of broadcasting and communications
service consumers

® Education and promotion of broadcasting and communications services and
damage prevention

Fact-finding investigations and correctional measures upon any violations
against broadcasting and communications service users

Privacy Infringement
Investigation Division

Measures to respond to personal data infringement in the information
communications network

® Monitoring the information communications providers’ violation of personal
data related laws

Monitoring, planning and investigating information communications providers’
status of personal data protection
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Departments

Key Duties

Broadcasting
Infringement

Broadcasting
Infrastructure
Coordination Division

® Development of the systems to protect universal viewing rights and the
enactment and amendment of relevant laws

® Development and implementation of policies related to broadcasting language
and the impositions of sanctions

e Establish international partnerships on joint production and the hosting of

international conferences on joint production

Establishment of working groups without borders consisting of broadcasting

experts and international networks on broadcasting contents

Research on global media use

Broadcast
Advertisement Policy
Division

Regulatory reforms related to broadcasting advertisements and sponsorship
Matters related to policies regarding competitions within the broadcasting
advertisement sales agency market

® Support for SMEs broadcasting advertisement, development and implementation
of policies to promote public advertisements

Imposition of administrative measures upon violations related to broadcasting
advertisements and sponsorship announcements

Development of the basic planning for broadcasting evaluation and implementation
of broadcasting evaluation and enactment and the amendment of relevant laws

Bureau Programming and * Notice of' proadcasting programming ratios and thg development of mid-long
Evaluation Policy term policies rela_ted to broad_castlng programming N
Division * Development and implementation of policies to create a mutually beneficial
environment for the external production market
® Conducting surveys of viewer assessment and the development and implementation
of relevant policies
® Development and implementation of plans regarding the viewing share
® Development and implementation of the basic plans for the evaluation of
Media Diversity Policy completit.ion in the brgadcasting market ‘ . .
Division ® Investigation and analysis of the use of broadcasting media and online responses
to broadcasting contents
® Development and implementation of policies to assist those with limited access
to broadcasting such as those with disabilities
® Investigating the illegal activities of operators and taking the relevant measures
Broadcasting Market| ® Regulatory reform to ensure fair competition in the broadcasting market
Investigation Division| ® Property announcement of broadcasting operators and management analysis
® Dispute settlement related to broadcasting
Terminal ® Regulatory reform to improve the distribution of mobile communications
Device Terminal Device terminal devices
Distribution Distribution ® Monitoring of the mobile communications terminal devices market

Investigation |Investigation Division

Bureau

® Investigation and imposition of sanctions against any unfair practices of mobile
communications business operators and distributors

General Affairs Division

Management personal affairs, prizes, training, employment, pay and remuneration
of the Commission’s staff and civil servants of the affiliate organizations
Management and investigation of audits and presentations regarding the
Commission and affiliated organizations

Providing support for the commissioners, management of protocol affairs,
management and protection of the complex
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c. Public and Relevant Organizations Under Jurisdiction of the Commission

The Korea Broadcast Advertising Corporation (KOBACO) and Community Media Foundation (CMF) are
public organizations under jurisdiction of the Commission. The Korean Broadcasting System (KBS), Korea
Educational Broadcasting System (EBS) and the Foundation for Broadcast Culture are relevant
organizations. The legal basis, key missions and functions are outlined in <Table I1-3, 4>.

Table I1-3 Public organizations under jurisdiction of the Commission

Agency CEO Name Legal Basis Key Mission and Functions
A brokerage and sales agency for
Korea Broadcast Article 24 of the advertisement sales and
Advertising . . ) FAct on Broadcast implementation of supporting
Corporation President Kim Ki-man Advertising Sales projects for the balanced
(KOBACO) Agencies, Etc.j development of broadcasting
advertisements
Communlty_Med|a _ _ Article 90.2 of the Dut|g§ regardmg the viewers
Foundation Chairman | Shin Tae-seop . participation in broadcasting and
Broadcast Acty . . s
(CMF) the promotion of viewers’ rights

Note) The Community Media Foundation(CMF) has been designated as a public organization on Feb. 3, 2016

Table I1-4 Relevant organizations

Agency CEO Name Legal Basis Key Mission and Functions
Efficient operation of broadcasting services
Korean Broadcasting . Yang Article 43 of the at home and abroad as the . _
System President Seong- "Broadcast Act government-owned broadcasting service
(KBS) dong ! and relevant projects that promote
broadcasting culture
. ) Article 7 of the Provide broadcasting contents on
Korea Educational Kim f . . . .
. . Korea Educational | education, knowledge, information and
Broadcasting System | President | Myeong- )
(EBS) jung Broadcasting System | culture and pursue R&D related to
Acty educational broadcasting
Foundation for Kim Article 5 of the . .
. i . Conduct research and academic projects
Broadcast Culture | Chairman Sang- Foundation for to advance broadcasting culture
(FBC) kyun Broadcast Culture Acty 9

d. Expenditure Budget in 2019

The expenditure budget of the Commission in 2019 was KRW 259.5 billion which consists of the general
budget account of KRW 63.0 billion and the Broadcast Communications Development Fund account of
KRW 196.5 billion. If broken down into different areas, the communications account is KRW 73.3 billion and
the broadcasting account (including culture and tourism) KRW 186.2 billion. Alternatively, the expenditure
budget can be differentiated into the payroll expenses of KRW 25.6 billion, the basic expenses of KRW 4.2
billion and the key service expenses of KRW 229.7 billion. The details are shown in <Table I1-5>.
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Table I1-5 Details of the expenditure budget of the Commission in 2019 (Unit : KRW 100 million)

- Fluctuation
Classification 2018(A) 2019(B) (B-A) %
Total expenditure <I+lI> 2,386 2,595 209 8.8
(Total=total expendlturg+fund management costs+internal (8.594) (13,209) (4,615) (53.7)
transactions+surplus funds)
I. General budget account 564 630 66 1.7
II. Broadcast communications development fund 1,822 1,965 143 7.8
[Total=e>.<pend|ture+fund management costs+internal (8.030] (12,579) (4,549) (56.7)
transactions+surplus funds)
Sub-total(@+®) 6,683 8,446 1,763 26.4
By fund @ . @ Korea Communications Commission 1,822 1,965 143 7.8
Expenditure
source ® Ministry of Science and ICT 4,861 6,481 1,620 33.3
@ Fund management costs 40 43 3 7.5
® Intern.al transactions (Commission funds 1,000 3,500 2,500 250.0
deposited)
@ Compensatory expenditure (Fund surplus 307 590 283 922
operated)
[0 Communications 664 733 69 10.4 —_
By area - - S5
[ Broadcasting (culture and tourism) 1,722 1,862 140 8.1 ié’
[ Payroll 194 256 62 32.0 é%
[ Basic expenses 40 42 2 5.0 g%
[ Key service expenses 2,153 2,297 144 6.7 §§
ing i i o5
@ Broadcasting |nfrastruclture improvement and 1119 1,205 86 77 ]
By enhancement of user rights z2
function @ Establlshmer'wt of con.dltlons for fair competition 273 281 8 29
and secure information use
©) Promot'|o.n of media diversity and content 693 732 39 56
competitiveness
@ Support _for_the operation of broadcasting and 68 79 1 16.2
communications

e. Status of the Government Initiated Legislation in 2019

The amendments submitted to the National Assembly (October, November, December 2019) are:
amendment (proposal) to the "Broadcasting Acts to mandate the specific range of transmission assistance
provided by KBS for EBS by Presidential Decree; amendment (proposal) to the "Act on Broadcasting
Advertising Sales Agencies, Etc.y to provide the basis for the decrease in the license expiry date for
broadcasting advertising sales agencies and to introduce stakeholders opinions upon the license issuance
and renewal; and amendment (proposal) to the "Internet Multimedia Broadcast Services Acts to provide
the basis that requires Internet multimedia broadcasting business operators to submit documents related
to the violation of prohibited acts.
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3. Key Policy Achievements in 2019

Faced with the rapidly changing broadcasting and communications environment precipitated by the
growth of new media such as OTT and the expansion of the fifth generation network service (5G), the
Commission implemented projects under the policy direction of: creating a fair and free broadcasting and
communications environment, enhancing user rights and their active participation, creating an ecosystem
for broadcasting communications to enable sustainable growth and invigorating new businesses for the
future. The major policy achievements of the Commission in 2018 are as follows:

a. Create a Fair and Free Broadcasting and Communications Environment

Based on the policy proposals suggested by the Broadcasting Future Development Committee, the
Commission submitted a statement to th