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Message from the Chairman

The year 2015 has seen the Korea Communications
Commission set a meaningful milestone of realizing
the vision of ‘trusted broadcasting and communi—
cations sector that brings happiness to people’ as

the regulatory agency enters its third term.

Amid the trend of convergence in the broad—
casting and communications industries and a fast
evolving environment brought on by the devel—
opment of the ICT technology, the Commission has
striven to level the playing field, while creating a
sound broadcasting ecosystem. The Commission
has also addressed diverse broadcasting and com—
munications policies to improve its services. This
annual report summarizes the works and key
policy achievements that were made during the

past year.

To begin with, the Commission has laid groundwork
for next—generation broadcasting such as terrestrial
UHD, allowed pilot MMS broadcasting of the EBS
channel, and expanded production support for lo—
cal broadcasting stations to help them improve

the quality of broadcasting services.



In addition, the introduction of the Total Advertising Cost System, aimed at
strengthening the competitiveness of broadcasting content, has increased the rele—
vancy of broadcasting regulations as the Commission strived to accommodate the
voices from the broadcasting industry. The Commission also submitted to the
National Assembly an act amendment highlighting the integration of the

Broadcasting Act; and the FfInternet Multimedia Broadcast Services Act;
establishing the principle of ‘one regulation for one service  for paid broadcasting
business operators.

Furthermore, the enforcement of the ™™obile Device Distribution Improvement
Act; has encouraged business operators to discard unnecessary fierce com—
petition and work towards reducing rates and providing enhanced services. Policy
improvement regarding combined products has contributed to upgrading user pro—
tection and promoting fair competition among service operators.

The Commission has endeavored to foster a sound Internet culture, for example, by
laying out the guidelines on privacy protection for big data and smart phones while
conducting education and campaigns for heightened online ethics.

Going forward, the Korea Communications Commission pledges to contribute to
raising the sense of public responsibility and quality of broadcasting serv—
ices, by exploring a variety of measures to develop the nation’s broadcasting
and communications industry and protect viewers and users.

Your continued interest and encouragement are greatly appreciated.

June 2016

Cho1 Sung—joon

Chairman
Korea Communications Commission
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Broadcasting and Communications
Policy Accomplishments in Graphs

l The broadcasting and communications industry contributes to

national economic growth

® [n 2015, Korea's broadcasting and communications industry generated record highs of KRW 158

trillion in production.

® Korea has ranked top in the International Telecommunication Union (ITU)’s ICT development index.
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B Created an environment for the future broadcasting and communica—
tions services with the expansion of next—generation services

® The stable service of quality broadcasting and communications is well represented by the number of

broadband Internet subscribers and IPTV subscribers reaching 20 million and 12 million, respectively.

® Wireless data traffic has seen a 43.3% increase compared to 2014 with the number of LTE subscribers
rising to 41.69 million, ushering in the era of high—speed, large volume, and quality media.

Number of Internet users Number of broadband Internet subscribers
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Ministry of Science, ICT and Future Planning (2016)
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B Contributed to enhancing user convenience by leveling the play —
ing field in the communications market

® The enforcement of the ™obile Device Distribution Improvement Act; (hereinafter referred
to as Mevice Distribution Act; ) has encouraged competition for rates and services in the

communications market.

® The number of subscribers to the Mobile Virtual Network Operator (MVNO) surpassed 5 million
and the ratio of subscription to additional services and expensive plans fell, helping to relieve
households of communication costs burden.

Mobile communications device sales
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Average mobile phone service subscription fee Number of subscribers to MVNO
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B Strived to ensure media diversity and guarantee viewers rights

®m The Commission has strengthened the quality of local broadcasting services through policy

support for regional, small and medium broadcasting providers.

® The Commission has expanded production support for regional, small and medium broad—

casting providers, helping to enhance their content competitiveness.

Application for grants for regional, small
and medium broadcasting

(Unit : KRW 100 million)
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B Increased access opportunity to broadcasting for the marginalized
promote the welfare of Korean viewers.

® The Commission has expanded public access to the Viewers' Media Centers to boost view—

ers engagement and offered media education for young students to nurture their creativity

and self—driven study.

®m By providing broadcast receivers for the visually or hearing impaired and supporting

broadcast programs for the disabled, the Commission has improved access to broadcast

service for those who previously experienced a disadvantage.

Number of users of the Viewers” Media Centers

Number of PAs using the Viewers Media Center facilities

(Unit : ten thousand)
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\.
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Note) PA(Public Access) : Broadcasting contents such as TV or
radio shows created by the general public
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B Implemented a variety of activities to nurture a sound Internet

culture.

® The Commission has expanded programs for Internet literacy experience and anti—cyber

bullying class.

m The Commission continued to implement Internet ethics activities, operating Internet ethics

classes and the Group of Korea Internet Dream Star.

Number of schools to run Internet literacy experience

Number of schools to run anti—cyber bullying class

(Unit : school)

(Unit * school)
255
250
2013 2014 2015

Number of teacher trainees on Internet ethics programs

(Unit : person)

6,394

5,409
3,765 |
2013 2014 2015

Number of members of the Group of Korea Internet Dream Star

\

(Unit : person)
8,460
2013 2014 2015

Vil ..

Note) Members included elementary, middle, and high school
students until 2014, From 2015, however, the number fell
as the admission was limited to elementary students.
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B Strengthened privacy protection and improved broadcasting and com—
munications service environment for users.

® The Commission has enhanced transparency in personal information usage by issuing

23.38 million i—PINs and processing 58.93 million requests for mobile ID authentication.

® The number of daily spam mails and mobile messages received by an average user re—

corded 0.52 and 0.15 each on average, as a result of the Commission’s continuous work

towards protecting people from unsolicited messages.

Cumulative number of i—PINs issued

(Unit : ten thousand)

2,338
1,934

Cumulative number of mobile ID authentication

(Unit : ten thousand)

5,893
Mobie authentication 5 1729

5,468

2013 2014 2015

Note) Number of i—PINs accumulative

Note) i—PIN : An alternative to resident registration number on the
Internet that requests personal ID and password for user
authentication.

Note) Number of mobile ID authentication accumulative

(Unit : mail)

0.52

2015

2013 2014 2015
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I . Broadcasting and Communications

Policy Environment

1. Trends in the Global Macro Economy and Broadcasting and

Communications Markets

a. Trends in the Global Macro Economyl)

It is forecasted that the growth rate of the global economy in 2015 will be lower com—
pared to 2014 due to the stagnant recovery in advanced economies except for the US
and the deepening economic slowdown in emerging countries. The International
Monetary Fund (IMF) has lowered its forecast for global economic growth in April’s
projection by 0.2% point to 3.1%, lower than that of 2014. It predicted that advanced
economies would see modest growth thanks to a drop in oil prices and accommodative
monetary policies, while raising the growth forecast for the US because of falling en—
ergy prices, easing fiscal drag, a strengthened bottom line, and a recovering housing
market. The eurozone was forecast to continue to see moderate growth with the
help of dropping oil prices, accommodative monetary policies, and depreciation of
the euro. Japan was expected to show gradual recovery thanks to additional quantitative
and qualitative easing, drop in oil and raw material prices, and stock price rise (Ministry

of Strategy and Finance, 2015).

The global economy of 2016 is likely to record a modest recovery thanks to expan—
slonary macroeconomic policies, lower prices of raw materials, and labor market

improvement. However, the dwindling global trade volume and the vulnerability of

1) Based on data provided by IMF(2015), OECD(2015), Ministry of Strategy and Finance(2015),
and Bank of Korea(2016)
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emerging economies to the interest rate hikes by the US will serve as a downward risk.
Looking at major economies, private consumption and corporation investment will
boost the growth of the US economy despite a strong dollar and reduced investment
in the energy sector. The ezone is anticipated to experience continued growth attribut—
able to falling oil prices, expansionary monetary policies, and refugee influx. On the
other hand, Japan and China will see their growth trajectory slow down (based on data

provided by the OECD and Ministry of Strategy and Finance, 2015).

Meanwhile, according to the Bank of Korea, the global economy of 2016 is likely to
maintain low growth below the trend level in the absence of a strong growth engine.
The US will post a steady growth driven by a robust increase in private con—
sumption and housing investment. However, there is a lingering possibility of stagnation in
export and the manufacturing industry due to the persistently strong dollar and the
weakening growth momentum in emerging economies. Additional quantitative easing
and increase in fiscal expenditure due to the refugee influx will fuel domestic demand
and consumption. While Japan's growth rate will go up to an extent following the re—
covering business activities, however, the momentum for recovery remains declined.
The growth rate for emerging countries may improve slightly but oil exporters such as
Brazil, Russia and resources exporters will struggle with persistently lagging growth rate.
China, given its mid—term growth goal and solid growth of production and consumption

in services sector, will achieve a growth rate of around 6.5% (Bank of Korea, 2016).

: fable =1 Trends and forecasts of worldwide economic growth (Unit : %)
Classification IME OECD
2014 2015 2016 2014 2015 2016
World 3.4 3.1 3.6 3.3 2.9 3.3
Average 1.8 2.0 2.2 - - -
USA 2.4 2.6 2.8 2.4 2.4 2.5
szjgij Euro zone 0.9 15 1.6 0.9 15 1.8
Japan A0.1 0.6 1.0 A0.1 0.6 1.0
Korea 3.3 2.7 3.2 3.3 2.7 3.1



IMF OECD

Classification

2014 2015 2016 2014 2015 2016
Average 4.6 4.0 4.5 - - -
5 ) China 7.3 6.8 6.3 7.4 6.8 6.5
METEIE - 1 dia 7.3 7.3 75 7.3 7.2 7.4

countries =
Russia 0.6 A3.8 2.6 0.6 24,0 1.7
Brazil 0.1 A3.0 A1.0 0.2 A3.1 1.8

Note) Forecast for Korea based on the results from Korea—IMF annual meeting final report, May 2015, A : Reduction
Source) (1) Based on data provided by IMF(2015), Ministry of Strategy and Finance(2015), IMF Global Economic Outlook, October 2015
(2) OECD(2015), OECD Economic Outlook

The Korean economy in 2015, which recovered from the aftermath of MERS outbreak
thanks to consumption—boosting measures such as supplementary budgets and the
decrease in Individual Consumption Tax, posted a 1.3% growth in the third quarter, putting
an end to the abysmal growth rate of near 0% for five quarters in a row. However, amid
the export decline due to the shrinking external demand, its economic recovery stood

at 2% growth from 2014 (Ministry of Strategy and Finance and Bank of Korea 2015).

While the Korean economy in 2016 is showing signs of recovery led by consumption,
the recovery is likely to record 3% compared to 2015 due to the slowing improvement
of external demand. Looking at the contribution to growth by each spending sector,
domestic demand will exceed exports. The consumer confidence will rise because of
the accelerating growth in the US and eurozone, increase in real purchasing power of
households, and the government’s measures to boost consumption. However, there is
lingering downward risks, for example, the slowing growth of China emerging re—
sources exporters, suppressed economic sentiment due to increase in both external
and internal geopolitical risks, and the possible growth slowdown because of the drag—

ging structural reform (Bank of Korea, 2016).
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| Table I—2 . .
| Forecast of domestic economic growth (Unit © %)
. Ministry of Strategy and Finance Bank of Korea Korea Development Institute
Classification
2015 2016 2015 2016 2015 2016
Economic growth| 3.1 2.6 3.0 2.6 3.0

rate
Source) Ministry of Strategy and Finance(2015), Bank of Korea(2016), Korea Development Institute(2015)

b. Trends in the Global Broadcasting and Communications Markets

The global ICT industry seems to have shown a stagnant recovery as the slowing
global economy and the fluctuating exchange rates of US dollar led to an increase in
product and service prices and delayed purchase by consumers and businesses (Korea
Information Society Development Institute). Gartner, Inc., a market research and advi—
sory firm (2015), estimated that global IT spending in 2015 was down by 5.8% to USD
3.51 trillion, lower than in 2014. All sectors including appliances & devices (A5.8%),
SW (A1.4%), 1T service (A4.5%), and communications service (A8.3%) posted stagnant

growth except for data center system (1.8%).

In 2016, the global IT market is anticipated to grow 0.6% to USD 3.53 trillion over
2015 due to a moderate global economic recovery (Gartner, 2015). While data center,
SW, and IT service will drive the growth, appliances & devices and communications

service are likely to continue to slow down.

| Table T -3 .
| Size of the global IT market (Unit  USD 1 billion, %)
Classification 2014 2015 2016 Growth rate
2013~2014 2014~2015 2015~2016
Appliances & devices 694 653 641 2.5 VAR A1.9
Data center systems 167 170 175 2.4 1.8 3.0
SW 314 310 326 5.7 ANl4 5.3
IT services 955 912 940 1.9 A4S 3.1
Communications services 1,604 1,472 1,454 0.1 A8.3 A1.2
Total 3,734 3,517 3,536 1.5 VAR 0.6



Note) Based on consumption, & : Reduction
Source) Gartner (2015), Gartner Market Databook

The global communications market of 2015 saw both the wired and wireless service
markets post negative growth due to the decline in service price and stiffened
competition. The wired sector seems to have experienced a far greater drop than the
wireless sector. According to Gartner (2015), the communications market in 2015 is ex—
pected to record a 11.3% decline in wired services and a 6.0% drop in wireless services

compared to 2014.

| Table T—4 ..
| Forecast of the global communications market (Unit : USD 1 billion, %)
e Growth rate
Classification 2014 2015 2016
2013~2014 2014~2015 2015~2016
Wired Business 287 258 250 A4.3 A10.2 A3.4
Se::w Individual 296 259 252 £3.8 A12.4 A2.9
Sub total 583 518 501 A4.0 A11.3 A3.1
Wirel Business 292 279 276 1.5 A45 Al1
TEESS Individual 729 675 677 3.0 ATA 0.2
service
Sub total 1,021 954 953 2.6 26.5 A0.1
Total 1,604 1,472 1,454 0.1 N8.3 A1.2

Note) Based on consumption, 2 : Reduction
Source) Gartner (2015), Gartner Market Databook

Despite the decline in global wired communications, the number of wireless service
subscribers and data traffic appears to have risen by a great margin. According to
Ericsson (2015), the number of mobile broadband subscribers in 2015 increased by 24%
from 2014, and a dramatic rise of 66% in monthly wireless data traffic is anticipated.
This upward trend will continue in the coming years, recording an annual growth of
15% in the number of wireless broadband subscribers and 45% in wireless data traffic
from 2015 to 2021. Furthermore, along with the rapid growth in demand for wireless
data communications, high—speed wireless networks, such as LTE and 5G, are also
spreading quickly. The number of LTE subscribers in 2015 is estimated at 1 billion
globally, a 100% increase over 2014, and is expected to rise by 25% every year from

2015 to 2021. Meanwhile, subscribers to 5G services around the world is expected to

bO[ICA EUAILOUIIEUS |
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be around 150 million by 2021, 3.7% compared to the number of subscribers to LTE.



| Table I -5
|

Forecast of subscribers to mobile communications services and global data traffic (Unit : million, GB, EB, %)

2014~2015 2015~2021

Classification 2014 2015 2021 Growth ratex  CACR
Mobile users 7,100 7,400 9,100 4.2 5
Smartphone users 2,600 3,400 6,400 30.8 10
Mobile PC, tablet, and router users 250 250 350 0.0 5
Mobile Wireless broadband subscribers 2,900 3,600 7,700 24.1 15
communi — Mobile service subscribers
. 4 1 A10. AN
cations (GSM/EDGE only) ;000 3,600 ,300 0.0 g
service Mobile service subscribers
1,900 2,200 3,200 15.8 5
(WCDMA/HSPA) ' ’ ’
Mobile service subscribers (LTE) 500 1,000 4,100 100.0 25
5G - - 150 - -
Monthly smartphone data (GB/month) 1 1.4 8.5 40 35
Monthly mobile PC data (GB/month) 4 5.8 20 45 25
Data Monthly tablet data (GB/month) 1.8 2.6 9.7 44 25
. Total monthly wireless data traffic
traffic 2 . 1 4
(EB/month) 3 >3 > 06 >
Total monthly wired data traffic
50 60 150 20 20
(EB/month)

Note) * Estimate, & : Reduction
Source) Ericsson(2015)

The growth of the global broadcasting market appears to be slowing down as mar—

BLOS(CI2(ILR 9UG COWMIMICI[IOUR

bOJICA EUAILOULIGHE

kets mature. According to PWC (2015), after recording 5.3% of growth every year from
2010 to 2014, the growth rate of TV subscription and licensing fees are expected to drop
to 3.4% from 2015 to 2019. Furthermore, as the TV advertisement market continues to
expand online thanks to the spread of OTT, terrestrial broadcasting and MMS TV adver —
tisement are forecast to record negative growth. While global online advertisement is likely
to continue to grow at an annual average of 20% from 2015 to 2019, global MMS TV ad-—
vertisement and the average annual growth rate of terrestrial broadcasting advertise—
ment over the same period will remain at 5.1% and 2.8%, respectively. As a result, the
share of MMS TV advertisement and terrestrial broadcasting advertisement in the entire
TV advertisement sector will fall from 97.2% in 2014 to 94.3% in 2019 (PWC, 2015).
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| Figure 1 —1

Growth rate of the global broadcasting market by sector : TV advertisement
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Source) PWC (2015), Global Entertainment and Media Outlook 2015~2019

2. Korea Broadcasting and Communications Policy Environment

a. Trends in the Domestic Broadcasting and Communications Market2)

The domestic broadcasting and communications industry in 2015 is estimated to
have posted a lower growth rate than in 2014 due to the sluggish global economy.
According to the Korea Association for ICT Promotion, the broadcasting and communica—
tions industry of 2015 has seen a 0.6% growth reaching KRW 158.3 trillion. The broad—
casting and communications service industry grew by 1.7% to record KRW 72.9, while

the broadcasting and communications device industry fell by 0.3% to KRW 85.4 trillion.

Going into details, the communications service sector, among all the broadcasting
and communications sectors, was estimated to have declined by 2.3% in 2015 from

2014 to KRW 44 trillion and the broadcasting service sector was estimated at KRW 15.3

2) Compiled based on output and export data from Korea Information Society Development
Institute (2015) and Korea Association for ICT Promotion (2015)
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trillion, up 8.2% from 2014. The broadcasting and communications convergence in-—
dustry, backed by the surging wire and wireless content due to the solid growth of on—
line games and web advertisement services, showed an 8.7% increase from 2014 to
KRW 13.6 trillion, to record the highest growth rate among subsectors of the broad—
casting and communications industry. In the meantime, the production output of
broadcasting and communications devices is estimated to have fallen by 0.3% to KRW
85.4 trillion while communications devices rose by 0.9%. Broadcasting devices are ex—

pected to have posted a negative growth of 5.7%.

The export volume of domestic broadcasting and communications devices was esti—
mated to record USD 40.86 billion, up 2.4% from 2014. In the area of mobile phone
devices which takes up about 90% of communications device exports, the total export
of communications devices showed a higher growth rate than in 2014, as local manu—
facturers aggressively distributed mid—low priced devices in emerging economies. In
the meanwhile, the export of digital TVs, which represent over 60% of broadcasting
devices exports, appears to have declined due to factors including stagnant demand,
sluggish European economy, export slowdown to emerging countries, expansion of

overseas production, and price drops due to increased competition.

| Table T —6 Trends and forecast of production volume of the domestic broadcasting

| and communications industry (Unit : KRW 1 trillion. %)
Growth rate
lassificati 2013 2014° 2015°
Classification 2013~2014  2014~2015
Birgadcas g aadl 154.3 157.3 158.3 2.0 0.6
communications industry
Breadcasing ad 69.9 1.7 72.9 2.6 17
communications services
Communications services 444 45.1 44.0 1.6 N2.3
Broadcasting services 13.8 14.1 15.3 2.1 8.2
Broadcasting and
communications 11.7 12.5 13.6 7.2 8.7
convergence services
Broadeasiing and 84.4 85.6 85.4 14 £0.3
communications device
Communications devices 69.0 70.3 71.0 1.88 0.9
Broadcasting devices 15.4 15.3 14.4 A0.5 VAW
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Note) P : Preliminary, & : Reduction
Source) Korea Association for ICT Promotion (2015), Monthly survey of information & communication technology statistics
| TableI —7

Trend and forecast of broadcasting and communications device exports (Unit : USD 100 million, %)

Growth rate

Classification 2013 20147 2015°
2013~2014 2014~2015

Broadcasting and 404.3 398.8 408.6 A13 9.4
communications dev1ces
Commiezion 9297.7 300.0 323.1 0.8 7.7
devices
Broadcasting devices 106.6 98.9 85.5 AT2 A135

Note) P : Preliminary, A : Reduction
Source) Korea Association for ICT Promotion(2015), Monthly survey of information & communication technology statistics

Sales in broadcasting services by domestic broadcasting business operators in 2015
increased by 8.2% from 2014 to KRW 15.27 trillion. Advertisement sales in terrestrial
broadcasting service is slowing down, but is expected to grow thanks to increases in
TV subscription fees, retransmission, and sales of shows. CATV system operators of
paid broadcasting services are expected to face negative growth due to a decrease in
the number of subscribers resulting from increased competition among paid broad—
casting media. Program providers are likely to grow thanks to a slight increase in ad—

vertisement sales, and growth in home shopping sales and broadcasting programs

provision.
| Table T -8 ) ) ) )
| Trends of market size by domestic broadcasting service sector (Unit : KRW 100 billion, %)
Growth rate
Classificati 201 20147 2015°
asstication 013 0 015 2013~2014  2014~2015
Broadcasting services 138.2 141.1 152.7 2.1 8.2
Terrestrial (TV, Radio, DMB) 39.1 38.3 39.9 2.0 4.2
Paid broadcasting
(CATV broadcasting, satellite 29.3 30.5 29.9 4.2 N2.0
broadcasting)
Program production and 69.3 717 82.3 35 14.8
distribution
Other broadcasting services 0.6 0.6 0.6 3.8 A3.0

Note) P : Preliminary, & : reduction
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Source) Korea Association for ICT Promotion (2015), Monthly survey of information & communication technology statistics
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On the other hand, the domestic advertisement market has been found to have
grown by 4% from 2014 to KRW 11.1525 trillion. Breaking down the figures into media
types, mobile, IPTV, and cable PP led the growth while printed media such as news—
papers and magazines posted a negative growth (Ministry of Science, ICT and Future

Planning and Korea Broadcast Advertising Corporation, 2015).

0
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| Table T—9 . .
| Trends of the domestic advertisement market (Unit : KRW 100 million, %)
e Growth rate
Classification 2013 2014 2015 9013~2014  2014~2015
Terrestrial TV 21,359 19,647 19,993 A8.0 1.8
Radio 2,825 2,541 2,703 A10.1 6.4
Terrestrial DMB 130 115 117 Al11.3 1.4
Broad— Cable PP 16,134 17,432 19,166 8.0 9.9
casting Cable SO 1,252 1,275 1,366 1.8 7.2
IPTV 399 630 730 57.9 15.9
Satellite broadcasting 174 212 230 21.6 8.7
Sub total 42,273 41,852 44,305 A1.0 5.9
Internet 22,832 21,410 22,134 NG.2 3.4
Online Mobile 4,757 9,099 10,744 91.3 18.1
Sub total 27,589 30,509 32,878 10.6 7.8
Newspaper 16,227 15,612 15,367 N3.8 AN1.6
Printed Magazine 5,451 4,905 4,734 A10 A35
Sub total 21,678 20,517 20,101 Nb.4 22.0
Outdoor 8,715 8,578 8,328 AN1.6 229
DM 1,653 819 877 A50.4 7.1
Others Life information 4,714 4,433 4,459 6.0 0.6
Job information 1,337 539 577 AB9.7 6.9
Total 107,959 107,247 111,525 A0.3 4.0
Note) A : Reduction

Source) Ministry of Science, ICT and Future Planning, Korea Broadcast Advertising Corporation (2015)

The estimated sales of domestic communications services in 2015 fell by 2.3% from
2014 to KRW 44.02 trillion. Wired communications services have seen a decline in the over—
all sales due to sales drop in wire phone services resulting from alternative wire and
wireless services and sales decline of high—speed internet due to the increase in combined

consumption. Wireless communications services are also observed to have suffered a

14 -
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drop in overall sales due to temporary effects resulting from transition to new plans.

Il() ITablc b Trends of market size by domestic communications service sector — (Unit : KRW 100 billion, %)
e p P Growth rate
Classification 2013 2014 2015 9015~2014  2014~2015
Communications services 443.6 450.6 440.2 1.6 N2.3
Wire communications service 124.6 119.9 113.0 AN37 Ab8
Wireless communications service 241.4 248.9 241.2 3.1 A3.1
Lease and resale of line equipment,
communication service acquisition, 16.8 18.8 19.3 11.9 2.7
relay service
Additional communications services 60.7 63.0 66.6 3.7 5.8

Note) P : Preliminary, & : Reduction
Source) Korea Association for ICT Promotion (2015), Monthly survey of information & communication technology statistics

The wireless communications service sector is assumed to have reached a saturation
state recording a 113.5% penetration rate as of September 2015. However, the sector
saw a slight growth from 2014 due to increased use of MVNO phones and introduction
of data—oriented plans. However, the sales appears to have declined due to the spread
of alternative voice and text message services including Kakao Talk or LINE, increase
in subscription to lower—priced MVNO services, and phase—out of membership fees
(membership fee scrapped by SKT in November 2014, and in March 2015 by KT and
LG U+). In the meantime, the number of smartphone subscribers reached 43.67 million

in 2015, taking up 74.1% of the total mobile phone subscribers.

| Table I -

1 Number of subscribers to mobile phones and smartphones (Unit : ten thousand, %)
Classification 2012 2013 2014 2015

Mobile phone subscribers (A) 5,362 5,468 5,729 5,894

Smartphone subscribers (B) 3,273 3,752 4,070 4,367
Ratio (B/A) 61.0 68.6 71.0 74.1

Source) Recompiled data provided by Ministry of Science, ICT and Future Planning on the number of mobile subscribers

In terms of mobile phone subscribers by technology, only LTE saw a great increase
out of CDMA, WCDMA, and LTE from 2014 due to intensified race toward securing more

users and widening their coverage as well as the introduction of data—oriented plans. The num—
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ber of LTE subscribers as of the end of 2015 was around 41.69 million, surpassing 70.7% of

that of mobile phones.

Table 1 —
Il,) | e Trends of mobile phone subscribers by technology (Unit : ten thousand, %)
. 2013 2014 2015 2014~2015
Classification ; . . . . .
Subscribers Ratio Subscribers Ratio Subscribers Ratio Growth rate
CDMA 774 14.2 633 11.1 471 8.0 A25.6
WCDMA 1,849 33.8 1,487 26.0 1,254 21.3 AN15.7
LTE 2,845 52.0 3,600 62.9 4,169 70.7 15.8
Total 5,468 100 5,721 100 5,894 100 3.0

Note) A : Reduction
Source) Recompiled data provided by Ministry of Science, ICT and Future Planning on the number of mobile subscribers

As a result, the domestic wireless communications traffic is rapidly rising led by 4G,
recording 189,657 TeraBytes (TB) as of December 2015, a 43.8% increase from a year
earlier. In terms of wireless technologies including 2G, 3G, 4G, WiBro, and Wi—Fi, only 4G
grew by 52.8% from 2014 while 3G and WiBro fell by 55.3% and 19.5%, respectively. 4G
traffic had accounted for a mere 9.5% of the total wireless data as of January 2012,
but rose to 49.5% in the 4™ quarter of 2012, 72.6% in the same quarter in 2013, 85.6%
in the same quarter of 2014, and 91.2% in the same quarter of 2015, taking up most

of wireless data traffic.

| Figure T — 2| Status of monthly traffic by wireless technology (Unit : TB, %)
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y 55363/&1,287 y 103,0! / / /
_ 495
80,000 . / /
60,000 4 4546 / / / /
40,000 / / / / /
20,000 ]
9 Vs i/ i d % ) 6 / 7
201212 201312 20143 20146 20149 201412 20153 20156 20159 201512
o Wi-Fi* WiBro A 4G @ 3G m2G -@- 4G Ratio

Note) Wi—Fi traffic is limited to traffic coming in through the network of communications service operators (traffic on personal
Wi—Fi devices may not be calculated)
Source) Recompiled data provided by Ministry of Science, ICT and Future Planning on the number of mobile subscribers

The MVNO industry rapidly grew in 2015 thanks to the efforts by the government
and operators, securing 5.921 million users during the four years and five months since
its official launch in July 2011 to take up over 10% of the mobile subscription. As of
2015, there are 12 MVNOs including SK telink and Unicomz that lease networks from
SKT, 20 including CJ HelloVision and Annextelecom on KT networks, and 14 such as
Inscobee and Merchant Korea which use LG U+ networks. There are a total of 38
MVNOs when excluding those which lease communication networks from two or more

carriers.

| Figure T—3

| Trends of MVNO service subscribers (Unit : 1,000)
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6,000 5,601 5921

5308
4,967

5,000 | 4584

4138

4,000 3488
2,869

3,000 2482

2,000
1,268

1,000 4
476

20117 201212 201312 20143 20146 20149 2014 12 20163 20156 20169 201512

Source) Ministry of Science, ICT and Future Planning (2015), ‘MVNO Penetration Surpasses 10%’

IPTV, a broadcasting and communications convergence service, has seen continued
increase in the number of subscribers and sales. Since its launch in October 2008, IPTV
has grown rapidly during the following five years to secure 8 million subscribers in
October 2013, again surpassing the 12 million mark by attracting 12.08 million users
as of August 2015. Furthermore, due to the increase in demand for VODs resulting
from the growing numbers of subscribers, sales of IPTV service in 2015 was tentatively esti—

mated at KRW 1.9798 trillion, up 28.5% from 2014.

18-



' |. Broadcasting and Communications
| Policy Environment |

| Figure 1 —4

| Trends of domestic IPTV subscribers (Unit © ten thousand)
o 1250 1,260
1,022 "
1 1208
1179 *
1,164
e P
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282 290 296 3(0)2 388 3(133 3(1)9 3(2)4 380 30 3(339 364 0
(o) (o)
8 (o) (0) (o) (o) O (0) (0) (0) (o) (o) (o) (0)
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©- olleh kt O- Btv ©- U+tv

Source) Ministry of Science, ICT and Future Planning (2015)

b. Changes in the Broadcasting and Communications Policy Environment

Amid the decreasing influence of terrestrial broadcasting, competition to secure
users between Cable TV, IPTV, satellite operators has intensified while issues keep rising
over unfair business practices such as combined products involving paid broadcasting
TV, mobile communications, and high—speed Internet. In addition, as the number of
OTT users, not only via wire but also via mobile Internet, is on the rise with the spread
of mobile devices, the broadcasting ecosystem is evolving into to a smart media
ecosystem. Given that all those factors exist in the same market, demand for improvement
of the system and regulation of the broadcasting industry is rising. Furthermore, with
the rise of distribution channels for broadcasting content, it is necessary to diversify
profit models to avoid solely depending on advertisement. It should also be noted that
Korea needs to develop competitive content production capabilities and expand
mutual exchanges with overseas producers as the production workforce increasingly

advances into the global market.

The revenue of advertisement for the broadcasting industry is shifting from terres—
trial broadcasting to online (Internet and mobile), IPTV and new media. Accordingly,

1t is necessary to establish measures aimed at revitalizing the broadcasting industry, for
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example, improvement of advertisement regulations or introduction of new broad—

casting services such as UHD and MMS.

In the case of the communications market, wire phone services are experiencing a
drop in both revenue and the number of subscribers due to the transition to mobile
phone services, while high—speed Internet and mobile communications are stagnant as
they have reached a saturation phase. MVNO is emerging as a competitive player in
the mobile phone market with over 10% of market share and the high—speed Internet
market 1S seeing competition grow increasingly due to limited market size. The range
of choice for consumers is expanding thanks to varying combined products and new serv—
ices, while the increase in wireless data traffic may bring about new unfair practices
for users such as excessive charges on wireless data. Therefore, it is necessary to pre—
vent unfair changes in market dominance and false advertisement to ensure that com—
bined products contribute to consumer conveniences and prevent damages from incur—
ring to smartphone users. There also needs continued support to create a fair broad—
casting and communications ecosystem where unfair transactions between new business

operators such as MVNOs and existing operators are kept in check.

With the emergence of the data—driven industry including the IoT, big data, and cloud
services as key players generating new industries, a variety of measures are in place
to promote them. However, as the usage of data involving personal information comes
with risk of privacy infringement, measures should be crafted to keep balance between

personal information protection and industry promotion.
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II. 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 TAct 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
actively respond to the convergence between broadcasting and communications sectors,
and to protect the freedom, public nature and public interest of broadcasting while
promoting the balanced development of broadcasting and communications services

and enhancing their international competitiveness.

The key functions of the Commission include the formulation and implementation
of policies pertaining to terrestrial broadcasting, general service and news—specialized
Program Provider (Programming providing business operator, hereinafter referred to
as ‘PP’), as well as the investigation and imposition of sanctions against violations
conducted by broadcasting or communications business operators, the devel—
opment and implementation of wide—ranging measures aimed at protecting users
and their personal information, preventing the circulation of illegal or harmful in—
formation, the arrangement of broadcasting commercials, the formulation and en—
forcement of policies on programming and evaluation, and the development of poli—

cies for media diversification.

The Commission is composed of five standing commissioners including the chairman
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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 resolves key issues according to the characteristics of

Collegiate System.

The Commission is responsible for the enforcement of the statutes listed in the table

below:

| Table I-1
I

Law

Laws under jurisdiction of the Korea Communications Commission

Description

Dates enacted

and amended
. e Legal basis for the foundation, organization, and Enacted on
Act on the Establishment and g. . . 8 .
. administrative structure of the Commission Feb. 29, 2008
Operation of Korea . . -
. . e Duties and operational methods of the Commission Amended on
Communications Commission . . .
and organization of review committees Dec. 22, 2015
e Establishment of basic policy directions and plans for §§
broadcasting and communications Enacted on 5
o
Framework Act on Broadcasting . . . Mar. 22, 2010 s %’_
.. e Disaster management in broadcasting and 35
Communications Development . ) Amended on 52
communications and establishment of the Broadcast e
O Dec. 22, 2015 =3
Communications Development Fund S
of
e Freedom and independence of broadcasting = 3
. . e Enacted on 32
programming and public responsibility of =
. . . Jan. 12, 2000 Sz
Broadcasting Act broadcasting services
. . . . . Amended on
e Licensing, re—licensing, approval/permission or Dec. 92. 2015
. . . ec. 22,
re—approval of broadcasting service businesses
e Capital and investments of the Korea Educational Enacted on
Korea Educational Broadcasting| Broadcasting System Jan. 12, 2000
System Act e Appointment of officers and composition of the board| Amended on
of directors Dec. 22, 2015
. e QOrganization of officers for the Foundation of Enacted on
Foundation for Broadcast .
i Broadcasting Culture Dec. 26, 1988
Ul . .
e Legal basis for Culture Promotion Fund Amended on

1) One of the three standing commissioners is recommended by the negotiating group of the
political party which the President is or was a member to while other two are recommended
by other negotiating bodies.
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Law

Special Act on Support for
Regional Broadcasting
Development

Act on Broadcast
Advertising Sales Agencies, etc

Internet Multimedia
Broadcast Services Act

Act on the Protection, Use, etc,
of Location Information

Act on Promotion of Information
and Communications

Network Utilization and
Information Protection, etc.

Mobile Device Distribution
Improvement Act

Telecommunications Business
Act

Radio Waves Act

Dates enacted

Descripti
e and amended
Jun. 3, 2014
e Establishment of Plans for Regional Broadcasting
Development and Support Enacted on
e QOrganization of Regional Broadcasting Development | Jun. 3, 2014
Committee
. . .. ) Enacted on
e Licensing of broadcast advertising sales agencies and Feb. 22. 2012
restrictions on their ownership T
e Balanced development of broadcasting advertisement Amended on
Oct. 15, 2014
Enacted on Jan.
e Licensing of Internet multimedia broadcast services 18, 2008

e Guarantee of fair competition

Amended on Dec.

22, 2015
o (Classification of business operators and system for Enacted on
market entry Jan. 27, 2005
e Use of personal location data by emergency aid Amended on
agencies Dec. 1, 2015
Enacted on
e Restriction of collection and use of personal data = May 12, 1986
e Guarantee of information network security Amended on
Dec. 1, 2015
e Prohibition on discriminative subsidization and
announcement of subsidies Enacted on
e Restriction on making independent contracts related| May 28, 2014
to subsidies
e (Classification of services and business operators, Enacted on
promotion of competition, and systems for fair Dec. 30, 1983
competition Amended on
e System for protecting network users Dec. 1, 2015
e Procedure for distribution, allocation, recollection and Enacted on
reallocation of frequency bands Dec. 30, 1961
e Procedure for use of radio stations, including their| Amended on
licensing and inspection Dec. 22, 2015

Note) Includes statutes that are jointly enforced by the Ministry of Science, ICT and Future Planning (MSIP)

S0i2
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2. Organization and Functions

a. Organizational Status

| Figure II—

1 . . . .
The current standing commissioners of the third—term Commission

Choi Sung—joon, Chairman

Chairman Choi Sung—joon earned his bachelor’s degree in Law (1979) from Seoul
National University and went on to earn master’'s degree in the same University
(1981). He passed the Korean Bar Examination in 1981. He served as presiding
judge in the Seoul Central District Court (2002~2005), chief presiding judge in the
Patent Court of Korea (2005~2007), presiding judge in the Seoul High Court
(2007~2010), chief presiding judge for the civil division of the Seoul Central District
Court (2010~2012), and chief judge of Chuncheon District Court (2012~2014). Other

posts he assumed include committee member and chairman of the Internet
Address Dispute Resolution Committee (2004~2014) and president of the Korea
Association for Informedia Law (2006~2011).

Kim Jae—hong, Vice Chairperson

UOISSILULLIOY) SUOREIIUNWILIOY) BI0Y
3140 S3A1IRIG0 A21j0d pue SnielS

Kim obtained his bachelor’s (1976) and Ph.D. (1987) in Political Science from
Seoul National University and completed the Nieman Fellowship program at Harvard
in 1996. He worked as a journalist and editorial writer (1978~2001) of the Dong—A
IIbo, dean and tenure professor in Graduate School of political science in Kyonggi
University (2001~2014), member of the Korea Press Ethics Commission (2004),
Member of the 17 National Assembly (2004~2008), representative member of

Political Communication Research Council (2004~2008), and executive secretary and
chairman of the subcommittee on judicial deliberations under the Culture and

Tourism Committee of the National Assembly (2006).

Korea Communications Commission 2015 ee 27



2015

Hur Won—je, Commissioner

Hur graduated from Seoul National University with two bachelor’s degrees in
Physical Science and Political Science in 1974 and 1978, respectively. Hur obtained
his master’s degree in Journalism and Mass Communication from Yonsei University
in 2009. After working at the Kookje Daily News (1978), the Busan Ilbo (1980), and
KBS (1981) as a journalist, he joined SBS serving as correspondent in Germany
(1994), chief producer for the political department (2003), and chief secretary
(director) (2004). Hur was elected to the 18" National Assembly (Busan Jingu Gap,
2008~2012), during which time he also served as executive secretary and chairman
of the subcommittee on judicial deliberations under the Culture, Sports, Tourism,
Broadcasting and Communications Committee of the National Assembly (2011), and
joint chairman of the Busan Content Market Organizing Committee (2010~2012).

Lee Ki—joo, Commissioner

Lee graduated from Korea University with bachelor's degree in Public
Administration (1982), then earned master’s degree from Graduate School of Public
Administration, Seoul National University (1990). Lee obtained his master’s degree
in Telecommunications Policy and doctorate in Policy Studies from George
Washington University in 1996 and 2012, respectively. Having passed the 25"
Public Administration Examinations (1981), he served as director of the com—
munications planning department of the Ministry of Information and Communication
(1999), general director of the KCC Consumer and Network (2008), assistant
chairman of Planning and Coordination (2009), and president of the Korea Internet
& Security Agency (2012).

Ko Sam—seog, Commissioner

Ko graduated from Chosun University with a BA in Political Science and
Diplomacy in 1993. He earned his MA in the same discipline from Sogang
University in 1996 and a Ph.D. in Journalism and Mass Communication from
Chung—Ang University in 2010. He served as the National Assembly assistant
(2000), PR planning administrator in the Presidential Secretariat (2003), innovation
officer in the Presidential Secretariat (2006), member of the Korea Broadcasting—
Communication Convergence Commission under the Prime Minister’s Office (2006),
adjunct professor at the Graduate School of Mass Communication at Chung—Ang
University (2012), Director of the Media Literacy Center at the Media & Future
Institute (2013), and the National Assembly Policy Researcher (2014).

Note) As of December 2015
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Following the amendment of 'Organizational System of the Korea Communications
Commission; (Presidential Decree No. 26253, enforced on May 26, 2015), the Commission,
previously composed of one office, three bureaus and sixteen divisions, has been
reorganized with the current structure of one office, three bureaus, and seventeen divisions,

as shown in <Figure II—2>:

Major amendments are as follows:

Mobile Device Distribution Investigation Team has been temporarily organized to
operate until May 31, 2016. The Team’s duties include monitoring unfair and discrim—
inatory payment of subsidies on mobile communication devices and administrative
affairs related to overseeing the mobile communication device market to establish fair
distribution order. To this end, seven new members (one Grade—4 civil servant, three
Grade—5 civil servants, two Grade—6 civil servants, and one inspector) were added,
while two new members (Grade—5 and 6 civil servants) were appointed to the newly
installed disaster prevention and safety class. Also, one Grade—4 civil servant has been
reorganized into one Grade—3 and 4 and two Grade—6 into two Grade—5 civil servants

so as to enhance its capability related to broadcasting and communications policy.

| Figure IT— 2
| Organizational Chart of the Korea Communications Commission

/ Standin /
%M//ﬁ%

Creative Planning Division Consumer Policy Coordination Division
Planning and - L - . ) o
CoaniE G Administrative and Legal Affairs Division Consumer Policy Privacy Protection and Ethics Division
Public Relations and Intemational Cooperation Division Bureau Telecommunications Market Investigation Division
Consumer Protection Division
(EETE N RID e Broadcasting Infrastructure Coordination Division
Broadcasting Broadcasting Advertisement Policy Division
Broadcasting Policy Planning Division Infrastructure Bureau ' programming and Evaluation Policy Division
Broadcasting Radio and Television Policy Division Mediia Diversity Policy Division
Policy Bureau Broadcasting Promotion Policy Division Mobile Distribution o R
i Mobile Distribution Investigation Division
Broadcasting Market Investigation Division Investigation Bureau
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Note) As of December 2015
b. Responsible Services and Division of Duties

Under Article 11 of the TAct on the Establishment and Operation of Korea

Communications Commission; , the following matters shall be duties under jurisdiction

of the Commission:

1.

3.

4.

Matters concerning policies on broadcast advertising, policies on evaluation of
programming, planning for broadcasting promotion, planning for broadcasting

policies, policies on terrestrial broadcasting, and policies on broadcasting channels

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

protecting personal information
Matters concerning the management of frequencies used for broadcasting services

Other matters determined as duties of the Commission by this Act or other Acts

Under Article 12, the Commission shall deliberate and resolve the following matters

from duties under its jurisdiction:

1.

Matters concerning basic plans on broadcasting and those on the regulation of

communications

Matters concerning the recommendation on directors and the appointment of au—

ditors for the Korean Broadcasting System

Matters concerning the appointment of directors and auditors for the Foundation

for Broadcast Culture

. Matters concerning the appointment of chief executive officer, directors, and au—

ditors for the Educational Broadcasting System

. Matters concerning the research on and assessment of media diversity
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11.

12.

13.

14.

15.

Il. Status and Policy Objectives of the
Korea Communications Commission

Matters concerning the permission and renewal of permission granted to terres—
trial broadcasting business entities and community radio broadcasting business

entities

Matters concerning the approval for program providing business entities using
broadcasting channels for general programming or programming specialized in

news report

Matters concerning the permission, renewal of permission, and permission for
change 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 related

statutes

. Matters concerning the permission, revocation, and approval for broadcast advertising

sales agencies pursuant to the TAct on Broadcast Advertising Sales Agencies, etc.;

. Matters concerning investigation and restriction on prohibited acts by broad—

casting business entities

Matters concerning the investigation into and restriction on prohibited acts by

broadcast advertising sales agencies

Matters concerning the investigation into and restriction on prohibited acts by

telecommunications 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 ad—

vertising sales agencies, etc.

Matters concerning the response to complaints from viewers as well as the pro—

tection of users of broadcasting and communications
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

2015

Matters concerning the management of a community media foundation
Matters concerning the guarantee of the universal watching and listening right

Matters concerning the composition and management of the Broadcasting

Evaluation Committee

Matters concerning the restrictions, etc. on the share of 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 regulation of

broadcasting and communications

Matters concerning the international cooperation with respect to the regulation

of broadcasting and communications
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 statutes con—

cerned as well as regulations of the Commission
Matters concerning the budget and budget planning of the Commission

Matters on which the Commission has deliberated and resolved pursuant to this

Act or other Acts.

Each department of the Commission is responsible for the specific duties provided



1. Status and Policy Objectives of the

Korea Communications Commission =
in <Table I—-2> :
| Table I—-2 _ . . ..
| Division of work by each department of the Commission
Departments Key Duties
® Coordination of policies and plans, management of organization and personnel
quotas
® Budget arrangement and coordination, management of revenue, expenditure,
and closing

Planning
and
Coordi—
nation
Office

Creative Planning
Division

® Coordination of Government 3.0 duties and services for cooperation with the
National Assembly and other external agencies

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

® Convocation of Commission meetings, compilation, and archiving of agendas

® Reception and review of agenda items filed with the Commission

e Emergency, security—related services, and disaster management

Administrative and
Legal Affairs
Division

* Basic planning for performance management and administrative systems and
trend analysis

e Services or duties related to the drafting or review of law bills, administrative
decisions and regulations, and regulation reforms

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

e Coordination of agenda items for cabinet meetings and Vice—Minister meetings

e Coordination of tasks related to the National Assembly

Public Relations
and
International
Cooperation

Division

* Policies on international cooperation by region, including inter—governmental
cooperation

® Negotiations related to broadcasting and communications, including those
for the WTO and FTA

e Policies concerning international organizations

e Operation of international organizations related to broadcasting and
communications, and their policy development

e Support for public relations or press briefings on key policies

e Analysis, evaluation of, and response to press reports

General Affairs Division

e HR, citation, discipline, education/training and service management

e Protocol, office building management, and defense

e Audit of the Commission and its subordinate agencies

e Audit of subordinate organizations and investigation or handling of petitions

Broad—
casting
Policy
Bureau

Broadcasting
Policy
Planning Division

e Coordination of broadcasting service policies

® Development of mid—and long—term broadcasting basic policies and public
broadcasting policies

e Development of policies and institutions for generating fair competition
conditions in the broadcasting service market

Radio and

e Terrestrial broadcasting policies
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Departments Key Duties

e Policies related to the development of regional broadcasting and the
organization and operation of regional broadcasting committees

e Assessment of achievements in regional broadcasting development

Television
Policy Division

e Policies for promoting Program Providers(Programming providing business

Broadcasting operators)
Promo'tu')n' el ® Prior consent to approval or relicensing of cable broadcasting service providers
Division e Administration of broadcasting frequencies
Broadeasting ® Declaration and handling of the outcome of actions taken against violations
Market of statutes by broadcasting business operators
.. e Investigation and imposition of corrective actions against violation of statutes
Inve.st.lg-atlon by broadcasting business operators
Division

e Dispute mediation in broadcasting services

e Policies concerning the protection of broadcasting and communications service users

e Analysis, enactment or amendment of policies or statutes related to the
protection of broadcasting and communications service users

e Arbitration and mediation of disputes regarding communications services

Consumer Policy
Coordination
Division

e Enactment or amendment of policies or statutes related to the protection of
personal information on IT networks
e Measures for protection of personal information by Internet Service Providers
Privacy Protection | e Licensing and approval of location information services operators
and Ethics Division | ® Enactment or amendment of statutes related to the prevention of the
distribution of unhealthy information on the Internet

Consumer e Research, education, and publicity of cyber ethics and illegal information
Policy prevention
Bl Telecommunications | e Apalysis of communications market trends and market monitoring
Market e Regulation improvement for fair competition in the communications market
Investigation e Investigation or imposition of corrective actions against violation of statutes
Division by communications business operators

e Policy improvement concerning the protection of broadcasting and communications
service consumers
Consumer e Education and promotions concerning broadcasting and communications service
Protection Division ~ usage and damage prevention
e Fact—finding investigations and correctional measures concerning interest
violations of broadcasting and communications service users

e Establishment of systems for protecting the universal viewing rights and

Broad— Broadcasting enactment or amendment of the statutes
i Infrastructure | e Establishment and enforcement of policies concerning broadcasting language
Infra— Coordination and support for establishment of broadcasting review policies

Division * Analysis, enactment or amendment of statutes related to the protection of
struc— . . .

viewer rights and benefits
ture . . . .
e Improvement of policies or statutes concerning broadcasting advertisement

Bureau Broadcast

and sponsorship

dyertisement e Matters concerning competition policies for broadcasting advertisement sales



Departments

Policy

Division

Il. Status and Policy Objectives of the
Korea Communications Commission

Key Duties

agencies
e Support for SME broadcasting advertisement, establishment and enforcement of
public advertisement promotion policies

Programming and
Evaluation Policy

Division

e Policies related to broadcasting operation or programming

® Notice of broadcasting programming ratios and development of mid— or
long—term policies related to broadcasting programming

® Enactment or amendment of statutes related to the basic planning for
broadcasting assessment

e Organization and operation of the broadcasting operation assessment group

Media Diversity
Policy Division

e Establishment and implementation of basic plans concerning opinion diversity
of broadcasting

e Establishment and implementation of basic plans concerning the status of
competition in the broadcasting market

Mobile
Distribution | Mobile Distribution
Investi— Investigation
gation Division
Bureau

e Monitoring of the mobile device distribution market and establishment of
investigation plans

e Implementation of an emergency suspension order system concerning mobile
device subsidies

e Investigation and sanctions against unfair practices of mobile operators or
distributors concerning ™obile Device Distribution Improvement Act;

c. Public and Relevant Organizations under Jurisdiction of the Commission

The Korea Broadcast Advertising Corporation is the public organization under juris—

diction of the Commission, founded under the T'Act on Broadcast Advertising Sales

Agencies, etc.; , and three organizations — the Korea Broadcasting System, Korea Educational

Broadcasting System, and the Foundation for Broadcast Culture — are institutions

relevant to the Commission. Their foundation bases, missions, and key functions are

listed in <Table -3 and 4>:

| Table T-3
|

Name of agency CEO

Korea Broadcast | Presi—
dent |Sung—m | fAct on Broadcast | promotion of balanced development and the

Advertising

Public organization under jurisdiction of the Korea Communications Commission

Name Basis of foundation Key mission and function

Koak | Article 24 under the | A brokerage and sales agency for advertisements,
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Name of agency CEO Name Basis of foundation Key mission and function
. .. broadcasting ad industry, tasks related to the
Corporation Advertising Sales ) . L
oon } promotion of broadcasting and communications ad
(KOBACO) Agencies, etc.; . .
services, and duties entrusted by the government
Community L
. . ee . . L. s )
Media Chair— Article 90.2 of | Duties regarding viewers' participation in broadcasting
. Seok—w || . . . .
Foundation man Broadcasting Act; | and the promotion of viewers rights
(CMF) 0

Note) Community Media Foundation (CMF) was designated as public agency on January 29, 2016

| Table I -4 L L. Lo
| Relevant organizations to the Korea Communications Commission
Name of agency CEO Name Basis of foundation Key mission and function
Promotion of a fair and sound broadcasting
Korean ) KO )
. Presi— Article 43 (1) under | culture as the government—owned backbone
Broadcasting Dae—yo . . : .. .
dent the Broadcasting Act | broadcasting service, and efficient operation of
System (KBS) ung . )
broadcasting services at home and abroad
. Article 1 under the . .
Korea Educational ) Woo . Supplement to school education, contribute to
. resi— Korea Educational .. e . . .
Broadcasting Jong—b . citizens’ lifetime learning and the democratic
dent Broadcasting .
System (EBS) um development of education
System Act
. . Contribution to performance of public
Foundation for . Ko Article 1 under the . P . p
air— . responsibilities by broadcasting business
Broadcast Culture Young— Foundation for . i
man ) operators, promotion of broadcasting culture,
(FBC) joo | Broadcast Culture Act

enhancement of public welfare
Note) As of December 2015

d. Expenditure Budget in 2015

The expenditure budget of the Commission in 2015 was KRW 220.4 billion, which
can be broken down into either the general budget account of KRW 55.6 billion and
the Broadcast Communications Development Fund account of KRW 164.8 billion, or
into the communication account of KRW 58.2 billion and the broadcasting account
(including culture and tourism) of KRW 162.2 billion. Alternatively, the expenditure
budget can be broken down into payroll expenses of KRW 15.5 billion, basic expenses
of KRW 4.1 billion, and key service expenses of KRW 200.8 billion. The details are

shown in <Table II—-5> below:
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| Table 15 . . ..
| Details of the 2015 expenditure budget of the Commission (Unit : KRW 100 million)
e L Fluctuation
Classification 2014 (A) 2015 (B)
(B-A) %
Total expenditure <I+II> 1,963 2,204 241 12.3
(Total = total expenditure + internal transactions + | (11,292) | (12,029) (737) (6.5)
surplus funds)
I. General budget account 507 557 49 9.7
II. Broadcast Communications Development Fund 1,456 1,648 192 13.2
(Total = expenditure + internal transactions + (10,785) | (11,473) (688) (6.4)
surplus funds)
Sub—total (@+®) 5,908 7,857 1,949 33.0
By ..
fnd | @ @ Korea.Co‘mmumcatlons 1,456 1,648 192 13.9
B . Commission (KCC)
source | Expenditure 5
Ministry of Science, ICT and
. 4,452 6,209 1,757 39.5
Future Planning (MSIP)

@ Internal transactions (Commission funds 9400 1,800 AG00 A95.0

deposited)
@ Compensatory expenditure (Fund surplus 9477 1.816 661 967
operated)
By [J Communications 533 582 49 9.2
area | [ Broadcasting (culture and tourism) 1,430 1,622 192 13.4
[ Payroll 146 155 9 6.2
[] Basic expenses 41 41 0 0.0
[ Key service expenses 1,776 2,008 232 13.1
@ Broadcas?:mg‘ 1nfra}structure %mprovement 830 1028 148 16.8
By and media diversity promotion
function i it i
@ Estabhs-h.ment of COIldltl(?rlS for falr 201 940 39 19.4
competition and secure information use
@ Deployment of broadcastmg service base 619 690 i1 6.3
and enhancement of user rights
for th i f i
@ Support for the operation of broadcasting 16 50 A a7

and communications

Note) A : Reduction
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e. Status of Government Initiated Legislation in 2015

In 2015, the Commission has completed the amendment to the Framework Act on
Broadcasting Communications Development; . The amendment was designed to es—
tablish detailed implementation standards on disaster broadcasting such as scope of
business operators subject to mandatory broadcasting and measures to establish rules
on disaster broadcasting. The Commission has also submitted to the National
Assembly its amendment to "Broadcasting Act; that integrates the regulation system

of "Broadcasting Act; and 'Internet Multimedia Broadcast Services Act; .

3. Key Policy Achievements in 2014

The Commission remains dedicated to realizing a trusted broadcasting and commu—
nications environment that brings happiness to people amid a rapidly changing envi—
ronment precipitated by the increasingly accelerated convergence within the media
sector among broadcasting, communications, and the Internet, and the continuous
emergence of new services. To that end, the Commission adopted the following three
policy directions: create a broadcasting environment trusted by people; support revitaliz—
ing of broadcasting and communications services; and protect users to promote
convenience for people. The major policy achievements of the Commission in 2014 are

as follows:

a. Creating A Trusted Broadcasting Environment

The Commission conducted examinations for relicensing of 20 broadcasting stations of
5 terrestrial broadcasting business providers including EBS and 7 community—based
radio broadcasting business providers including Gwanak Community Radio, to carry
out field observations and listen to the opinions of the listed broadcasting business

operators, and enhance the effectiveness of the review. The Commission determined
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the re—approval of five business operators as general service and news—specialized
program providers including Chosun Broadcasting Company Ltd., Channel A, and
MBN, of which the license validity was supposed to expire, enhancing the public role

of broadcasting.

In addition, the Commission has organized and formed a ‘Government—Private
Consultative Body on the Share of Viewers on N—screen’ and the 2nd Term Assessment
Commission of Competition Status in the Broadcasting Market’ to promote media
diversity. The broadcasting market grew by 6.3% from 2012 to KRW 14.0347 trillion.
While the market share of terrestrial broadcasting was continuing to decrease, that of
PP kept growing. It was found that the paid broadcasting market is reshuffling around

subscribers to combined products of the broadcasting and communications industry.

The Commission resolved the Special Act on Support for Regional Broadcasting
Development; to establish support plan for regional broadcasting development, laying
out the foundation of the law such as support for broadcasting and communications
development fund. The Commission embarked on a support project for the production
of programs from regional, small, and medium broadcasting business operators. The
Commission secured a budget of KRW 2 billion, and supported production of 35 pro—

grams from 31 regional and small and medium—sized broadcasting business operators.

In order to eradicate offenses against broadcasting laws due to over—heated competition
among paid broadcasting operators and to establish a fair competition structure in the
broadcasting market, the Commission started inspections and corrections of unfair
practices in the broadcasting advertisement market. The Commission suggested a
revision on user’s agreement and inadequate provision of details by paid broadcasting
in cooperation with the Ministry of Science, ICT and Future Planning (MSIP). Also, the
Commission created and distributed abstracts of user’'s agreements in order to help

subscribers better understand the terms involved.

Furthermore, the Commission observed false and inappropriate reports against rules

during disaster broadcasting of the Sewol Ferry Disaster. To improve those broadcasts,
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the Commission launched a Task Force team with academia, research centers, and
experts from inside and outside the organization. The Commission designated KBS as

a disaster broadcaster and regulated its rights and responsibilities.

b. Supporting Reinvigoration of Broadcasting and Communications Services

The Commission and Ministry of Science, ICT and Future Planning (MSIP) conducted
a test broadcast of terrestrial UHD service around the Seoul Metropolitan area in coop—
eration with key broadcasting business providers including KBS, MBC and SBS, verifying
stable airing for terrestrial UHD, the possibility of Single—Frequency Network (SFN)
technology, and receiving terrestrial UHD in motion. The Commission formed and ran
a co—research team on the 700MHz bandwidth to draw up measures to utilize the
bandwidth already transferred to digital broadcasting. Furthermore, the Commission
undertook a pilot service of EBS MMS as part of plans to introduce new broadcasting

services.

In December 2014, in particular, the Commission approved a reform measure on
broadcasting advertisement for invigoration of the broadcast advertising market to
improve regulations on virtual and indirect advertisement and introduced the Gross
Cap Regulation of Advertising Time according to the running time of broadcasting programs.
The Commission also employed the Expert Committee on the Invigoration of Broadcast
Advertising Market in 2014, to build a promotional basis for broadcasting advertisements.
At the same time, the Commission built the Unfair Broadcast Advertising Report Center,

and introduced regulations on broadcasting advertisements for financial products.

The Commission hosted the Discussion on Creating a Content Production Ecosystem
for Everyone’s Benefit and ran a consultation for outsourcing system improvement,
creating an ecosystem for those engaged in content production. The Commission
also conducted broadcasting content production capabilities while opening Viewers’
Media Centers in Gangwon, Daejeon, and in Incheon to support content production

and distribution.
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The Commission worked aggressively to improve the regulation system, for instance,
by designating regulatory reforms for public well—being and economic innovation as
one of its 3rd visions and policy tasks. Furthermore, the Commission formed a
Research Team to Estimate Regulatory Costs to underpin the Total Regulatory Cost
System, which is due to take effect in the coming years. The research team analyzed
the costs of 7 regulations subject to reduction in 2014, and provided an analytic frame—

work for regulatory costs in broadcasting and communications.

Meanwhile, the Commission formed the Inter—Korean Broadcasting Exchange Promotion
Committee while making efforts to strengthen infrastructure for international cooperation
in broadcasting and communications with foreign governments and international
organizations. Also, the Commission initiated and concluded Korea—New Zealand and
Korea—China FTA negotiations, improving broadcasting and communications regulations

and facilitating overseas advancement.

The Commission established a self—diagnostic plan for each policy stage to improve
its method of work in a way that accommodates and spreads the core values of
Government 3.0, while also preparing an education and evaluation system for

institutionalizing Government 3.0.

c. Protecting Users to Promote People’s Convenience

The Commission enacted the '™Mobile Device Distribution Improvement Act; in
October 2014 to solve problems resulting from excessive and unclear mobile subsidies
and promote the welfare of consumers by rationally improving the mobile device dis—
tribution structure. The Commission also came up with measures to promote the

"Mobile Device Distribution Improvement Act; to the people by providing on—site
briefing sessions to distributors and sales agencies across the country prior to its
enforcement. To this end, the Commission and the Ministry of Science, ICT and Future

Planning (MSIP) have consecutively visited places where distributors are concentrated
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in 81 regions in the country and held briefing sessions from July 2014. Furthermore,
to resolve problems caused by consumptive competition for subsidies between mobile
business operators and the unclear provision of subsidies, the Prior approval system
on designation of sales agencies’ was included in the Mobile Device Distribution

Improvement Act; .

The Commission announced and enforced partial revision of the FAct on Promotion
of Information and Communications Network Utilization and Information Protection,
etc.; , which allows imposing a fine without proving causal relationship between violation
of the protection measure and the private information infringement. The Commission
also made it mandatory to delete resident registration numbers in the database, raising

awareness of personal information protection.

The Commission has established a basis for bolstering the location information
industry by alleviating regulations for entrance to the location—based service industry
in order to create an environment for safe usage of location information. In addition,
the Commission has established a basis for simplifying the process of verifying family
relationships for quick emergency rescue, expanding the social safety net based on
location information. In the meantime, the Commission organized campaigns for the
‘Beautiful Internet World’ in June 2014 and the ‘2014 Internet ethics contest’ to discover
creative content for promoting Internet ethics. In particular, the newly added four—
frame comic strip and picture diary section received notable participation by young
children, while the printed ad section gathered some excellent work to be diversified
and used as promotion content. Furthermore, by offering Internet ethics education and
launching ‘Korea Internet Dream Star’, the Commission contributed to nurturing sound

Internet culture.

The Commission launched projects for improving rights of disabled people to access
broadcast by supplying broadcast receivers for visually and hearing impaired people
and supporting the production of programs for the physically handicapped. For example,

the Commission solidified groundwork for a broadcasting network for disabled people
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by assessing its service performances, enhancing access rights for visually and hearing
impaired people with special receivers, and supporting production of broadcasting

programs for people with developmental disabilities.

4. Key Policy Objectives in 2015

Amid the accelerating convergence of the media sector including broadcasting, com—
munications, and the Internet and the continuous emergence of new services, the
Commission has set forth its vision of ‘realizing trusted broadcasting services that bring

happiness to people.’

To that end, the Commission adopted the following three policy goals: i) ‘enhancing
public responsibility, the role and fairness of broadcasting’ through broadcasting
assessment, review improvement and guaranteeing media diversity and viewing rights;
ii) ‘revitalizing broadcasting services’ by ensuring proactive and flexible approach to
new broadcasting services, improving the broadcasting advertisement system, and
industry support; iii) ‘promoting fair competition and consumer protection in the
broadcasting and communications markets’ through system improvement of broad—
casting and communications market monitoring and a damage prevention system, and

examinations of unfair competition and user damage.
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| Figure 1—3
|

Vision and policy objectives

I. Status and Policy Objectives of the
Korea Communications Commission

Realizing trusted broadcasting services
that bring happiness to people

Policy goals

Key duties

« Enhancing public responsibility, the role and faimess of broadcasting

* Revitalizing broadcasting services: system improvement and
infrastructure establishment

* Promoting fair competition and consumer protection in the
broadcasting and communications markets

Enhancing public
responsibility, the role

and faimess of
broadcasting

* Enhancing public responsibility
of broadcasting

* Broadcasting assessment to raise
faimess and quality

* Guaranteeing media diversity and
viewing rights

* Improving disaster broadcasting

* Inter-Korean broadcasting
cooperation in preparation for
unification

Revitalizing broadcasting
services:

system improvement and
infrastructure establishment

* Proactive and flexible approach
o new broadcasting services

* Improving broadcasting
advertisement system,
and industry support

* Expanding basis for broadcasting
content

* Response to smart media, trend
analysis and policy improvement

* Response to FTA and overseas
advance of broadcasting

Promoting fair competition
and consumer protection

in the broadcasting and
communications markets

* Broadcasting and communications
market monitoring and damage
prevention system improvement

 Examining unfair competition in
communications market and
user damage

* Arbitrating disputes in broadcasting
area and establishing market order

* Enhancing protection of personal
information, etc.

« Nurturing sound Intemet culture

« Protecting location information and
revitalizing related industry
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. Broadcasting and Communications

Policy Outcomes of the Year 2015

Chapter 1 Enhancing Public Responsihility, the Role and Fairness of

Broadcasting

Chapter 2 Invigoration of Broadcasting and Communications
Services

Chapter 3 Fair Competition in the Broadcasting and Communications

Market and Protection of Users






lll. Broadcasting and Communications
Policy Outcomes of the Year 2015

Chapter 1 Enhancing Public Responsibility, the Role

and Fairness of Broadcasting

a. Improving Policy for License Renewal & Approval of Broadcasting Operators

In the 51% meeting in September 2015, the Korea Communications Commission
(hereinafter referred to as ‘the Commission” or ‘the KCC') resolved the 'basic plan for
broadcasting business operators’ re—licensing and approval (proposal)’ which included
criteria for re—licensing of terrestrial broadcasting business operators and community
radio stations to be launched in 2016 and preapproval criteria for general service and

news—specialized PPs.

As criteria for re—licensing and approval were confirmed seven to eight months prior
to the validity period expiration, issues have been raised over the lack of consistency
in standards by media and predictability on the part of business operators. Therefore,
the Commission intends to announce the basic plan for broadcasting business oper—
ators’ re—licensing and approval (proposal) in advance in order to enhance the con—
sistency and predictability. Furthermore, to raise the efficiency of review, the
Commission reduced the eight to ten evaluation items to 6 evaluation standards (high

classification)l) based on the standards stipulated in the "Broadcasting Act; (Article 10,

1) The six evaluation standards newly integrated are as follows:
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section 1 and Article 17, section 3), and differentiated detailed evaluation standards
(middle classification) and scores in consideration of characteristics of broadcasting busi—

ness operators and the existing standards.

As there is no delegation basis in place for notice enactment regarding evaluation
standards for broadcasting business operators’ re—licensing and approval in the current
broadcasting legislation, the Commission will first resolve the basic plan for broadcasting
business operators’ re—licensing and approval and announce evaluation standards, then

notice it once delegation basis is inserted upon the revision of the ™Broadcasting Act

Comparison of review standards for license renewal & approval of broadcasting operators

Classification Current Revision

Terrestrial TV

Terrestrial radio

DNMB

Community radio

General service PP

News—specialized PP

10 evaluation standards and
27 evaluation items

10 evaluation standards and
27 evaluation items

10 evaluation standards and
25 evaluation items

8 evaluation standards and
16 evaluation items

9 evaluation standards and
17 evaluation items

9 evaluation standards and
17 evaluation items

6 evaluation standards and
14 evaluation items

6 evaluation standards and
13 evaluation items

6 evaluation standards and
16 evaluation items

6 evaluation standards and
12 evaluation items

6 evaluation standards and
14 evaluation items

6 evaluation standards and
14 evaluation items

1. Broadcasting assessment

. Possibility to realize broadcasting’s public responsibility, public interest, and regional,
social, and cultural necessity

3. Appropriateness of planning, programming, and production of broadcasting programs and
plans to serve public interest

4. Capabilities in management, finance and technology

5. Implementation of support plan for broadcasting development and compliance with
broadcasting statutes

6. Other matters required to perform business (if necessary, 10% or less to be reflected on
the total score)

Do



b. Inspecting General Service PP Implementation

In June 2015, the Commission announced the examination results of implementation
performance of 2014 in accordance with the re—licensing criteria for general service
PPs. The examination was conducted based on the re—licensing criteria imposed by the
Commission when it resolved the re—approval of general service PPs in 2014. Subjects
of the examination included implementation performances such as ‘plans to secure
broadcasting’s public accountability and public interest (half—yearly examination)’,
‘investment in content’, ‘ratio of re—run’, and ‘ratio of production outsourcing (yearly

examination) .

For results on implementation performance of ‘plans to secure broadcasting’s public
accountability and public interest’, the three general service PPs examined were found
to be compling with the business plan they submitted in accordance with the
re—approval criteria, while the number of measures taken for false reports, coarse
language, and biased broadcasting rose sharply (TV Chosun, from 29 in 2013 to 97 in
2014; JTBC, 7 in 2013 to 16 in 2014; and Channel A, 20 in 2013 to 41 in 2014). The
Commission, therefore, urged the three general service PPs to come up with measures
to prevent such cases by enhancing the fact—finding system and monitoring hosts and

guests In advance.

The broadcasting business operators were found to be underperforming in terms of
‘investment in content” and ‘ratio of re—run’. All of the four general service PPs did not
meet up to their planned investment in content with TV Chosun at 95.1%, JTBC at
72.8%, Channel A at 81.3%, and MBN at 95.7%. While TV Chosun and Channel A man—
aged to keep the re—run ratio as planned, JTBC and MBN failed to meet the goal, record—
ing a higher ratio than targets. Meanwhile, when it came to ‘production outsourcing ra—
tio’, all of the four general service PPs met the re—approval standards with their out—
sourcing programs accounting for 35% or more of broadcasting hours in the first and
second half of the year.
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Content Investment and implementation performances against plans
for mandatory rate of reruns by general service PPs (Unit : KRW 1 million, %)
. TV Chosun JTBC Channel A MBN
Classification
Target Record Target Record Target Record Target Record

Investment in
content
Ratio of rerun 44.2 37.2 49.5 57.0 44.8 41.4 45.6 50.9

Note) Data for MBN as of December 2014 (one month)

48,312 45,964 | 161,226 | 117,441 | 62,151 50,552 4,099 3,921

The Commission issued corrective orders on three general service PPs (TV Chosun,
JTBC, and Channel A) for failing to meet re—approval criteria of ‘investment in content’
and ‘ratio of rerun’ except for MBN the re—approval of which was resolved in

November 2014.

Correction orders on general service PPs

Execute the outstanding amount for content investment specified in the operation plan of 2014 submitted
for re—approval along with that of 2015 by December 31, 2015 (TV Chosun, JTBC, and Channel A). Take
extra care to ensure that failure to meet the re—run ratio in 2014 does not happen again and strictly comply
with the re—run ratio of the operation plan submitted for re—approval (JTBC).

In addition, the Commission urged TV Chosun and Channel A to program in a
‘diverse and balanced manner’ to better serve the purpose of general service PPs and
to comply with the operation plan submitted for re—approval to reduce the ratio of

news programs.

Implementation performances against plans for ratio of news programs by

TV Chosun and Channel A (Unit : %)
. 2011 2012 2013 2014
Classification Target Record Target Record Target Record Target Record
TV Chosun 24.8 29.8 24.8 35.9 24.8 48.2 47.0 51.0

Channel A 23.4 21.8 23.6 34.2 23.6 43.2 38.9 44.2



c. Conducting Evaluation of 2014 Broadcasting Performances

The Commission encourages broadcasting business operators to enhance quality and
public accountability of broadcasting through a comprehensive evaluation of their
content, programming, and operation every year as prescribed by Article 17, section
3 and Article 31, section 1 of the 'Broadcasting Act; . The results are announced on
the Commission’s website and are reflected on broadcasting business operators’ re—li—

censing and approval (40%).

Article 17, section 3 and Article 31, section 1 of the ™Broadcasting Act

Article 17 (Renewed Licenses, etc.) 3 When the Minister of Science, ICT and Future Planning or the Korea
Communications Commission grants a renewed license or renewed approval under paragraph (1) or (2),
it shall evaluate matters provided for in each subparagraph of Article 10 (1) and the following matters, and
publicly announce the results thereof.

1. Evaluation of broadcasting pursuant to Article 31 (1);

Article 31 (Broadcast Evaluation Committee) O The Korea Communications Commission may compre—
hensively evaluate the contents, programming, operation, etc. of broadcast programs of a broadcasting
business operator.

Broadcasting business operators subject to re—licensing and re—approval are terrestrial
broadcasting business operators, cable television broadcasting business operators,
satellite broadcasting business operators, and news, general service, and home shopping
broadcasting operators. The broadcasting assessment of 2015 was conducted on a total
of 153 broadcasting operators (348 channels). The results were reflected on re—licensing
and re—approval of 9 terrestrial broadcasting stations (Traffic Wonju, Changwon FM,
KBS Regional terrestrial DMB, etc.), 27 cable television broadcasting business operators
(CJ HelloVision Youngseo broadcasting network, etc.), and 3 home shopping broad—

casting operators (Hyundai, Lotte, and NS home shopping).
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Broadcasting business operators subject to 2014 assessment (Unit : operator)

Terrestrial broadcasting PP

Classification SO Satellite  General News— Home Total

v Radio DMB service specialized shopping

N £
ouiiet;z 46+3(DMB only) a | 1 ) ) ) 153
g (TV 64, Radio 161, DMB 19) (348)
(No. of channels)

The assessment items consist of content, programming, and operation in accordance
with Article 31, section 1 of the 'Broadcasting Act; and the rules on broadcasting

assessment. The key assessment items are as follows:

Broadcasting assessment items by sector

Assessment domain Assessment items
Content Quality of programs, compliance with the regulations concerning broadcasting
onten . . .
review, and efforts to secure viewer sovereignty, etc.
. Compliance with the regulations concerning programming, programs contributing to
Programming . . . ..
society, adequacy of programming for media characteristics, etc.
. Financial soundness, management transparency, efforts to develop broadcasting,
Operation

compliance with the regulations concerning broadcasting stations operation, etc.

The broadcasting assessment adopted the amended standards in order to accom—
modate the changing broadcasting environment and encourage business operators to
improve practices. To evaluate programming for children’s broadcasting, in particular,
only those between 7 am. and 10 p.m. were included due to issues with certain operators
running children’s programs during night hours. Furthermore, scores on items such as
compliance with the regulations concerning broadcasting review and programming for
disabled people were adjusted in reflection of the Broadcasting Act; and notice enact—

ment and amendment.

In June 2015, the Commission resolved the basic plan for broadcasting assessment,

confirming business operators to be subject to review according to the assesment and



assessment standards. Then the Commission collected and reviewed broadcasting
performance and data of 2014 from broadcasting stations and relevant agencies. The
assessment results went through the preliminary review by assessment support group
consisting of experts from academia and research institutes, followed by deliberation
by the Broadcasting Evaluation Committee of seven experts in broadcasting, law,
accounting, and viewers organization. The results were resolved and confirmed by the

Commission before being announced on the website.

The assessment results by media are as follows:

The scores awarded to the four terrestrial broadcasting business operators (out of a
total of 900) were in the following order; KBS1 (779.34), MBC (745.88), SBS (738.29),
and KBS2 (720.14). All three operators but KBS1 saw their total points rise slightly from
2014 because of the increased number of children’s programs and compliance with

broadcasting review standards.

As for regional private operators, TBC recorded the highest score with 801.33 (out of
a total of 900), followed by JTV with 788.94, and JIBS with 785.28. KNN, UBC, and Gl
garnered points much higher compared to 2014 due to reduction in penalty scores for

violating review standards.

In the case of the assessment rankings of terrestrial radio stations (out of a total of
500), KBS1 scored the most for both AM and FM, followed by MBC, SBS, and KBS2. As
for AM radio stations, KBS 1 Radio received 425.96 points, followed by MBC AM 421.70
points, SBS AM 420.97 points, and KBS 2 Radio 384.46 points. As for FM radio stations, KBS
1 FM recorded 404.46 points, followed by MBC FM 403.20 points, SBS FM 400.23 points,
and KBS 2 FM 384.46 points.

Among terrestrial DMB TVs, Korea DMB appeared at the top with 436.28 points out
of 500, followed by SBS terrestrial DMB 410.67 points, MBC terrestrial DMB 406.67
points, UKBS DMB 404.4 points, YIN DMB 399.8, and UlMedia 398.56. Non—terrestrial
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DMBs received more points compared to its terrestrial counterparts in terms of pro—

graming performances.

Among general service PPs, JTBC topped the list with 605.69 points out of 700, suc—
ceeded by TV Chosun 572.29 points, MBN 566.53 points, and Channel A 555.47 points.
All of the four general service PPs saw their score climb in items such as in—house re—
view, compliance with the regulations concerning broadcasting review, and program-—

ming for disabled people, but scored low in programming for children.

In the news—specialized PP category, the ranking remained unchanged from 2014
with YTN scoring 419.47 points and YonhapNews TV 405.79. However, they both
scored slightly higher compared to 2014 by performing better in ‘compliance with the

Broadcasting Act; ’ and ‘financial soundness.’

Among Multiple System Operators, CJ HelloVision received the highest score, with
475.78 points out of the total of 550 points, followed by t—broad 470.13 points, Hyundai
HCN 469.93 points, CNM 458.03 points, and CMB 451.23 points. The results were only
slightly different from 2014. In the case of satellite broadcasting business operators, KT
Skylife received 473.91 points out of the possible 550 points, slightly lower from 2014

due to fiscal soundness.

In the case of home shopping channels, CJ O shopping, GS home shopping, Woori
home shopping, NS home shopping, Hyundai home shopping, and Home & Shopping
Channel received 445.57 points, 441.80 points, 437.36 points, 434.82 points, 428.59
points, and 419.26 points respectively. Their scores went up from 2014 in terms of

compliance with the ™Broadcasting Act; and handling of viewers complaint.

Meanwhile, the Commission prepared an ‘amendment to broadcasting assessment
(proposal)’ in order to enhance the accountability and quality of broadcasting and to
accommodate the changing broadcasting environment. The amendment went through
due process including administrative pre—announcement before being finalized by the

Commission.



Key amendments to ‘Rules on the Assessment of Broadcasting’

Classification

Assessment of
compliance with the
regulations concerning
broadcasting review

Assessment of efforts
to prevent false
reporting

Assessment of
compliance with the
regulations concerning
broadcasting
programming

General assessment of
disaster broadcasting
programming and
operation status

Assessment
programming of
non—commercial public
interest advertisement

Assessment of
prime—time
programming

Area of common
operation

Reflection of media
characteristics

Key measures

e Increased point deduction from the third violation of the same review rule (double
for violation of fairness, 1.5 times for abusive remarks, double for false
advertisement by home shopping, and 1.5 times for others)

e Additional points for voluntary efforts to raise fairness

e 4 points deducted for receiving correction report order by the Press Arbitration
Commission, 6 points deducted for court’s ruling on correction report for false
information, 6 points deducted for court’s ruling on defamation, but additional
points (3 points) when hiring experts to verify public opinion survey

e Increased scale of points from 30 to 50 (maintain scale of points for home
shopping and SO) and point deduction rates by 1.5 times
(Point deduction rates maintained for violation of regulations or notice pursuant
to Article 73 of the "Broadcasting Act; )

e Increased scale of points from 60 to 80 for terrestrial TV

® Assess public advertisement programming ratio against the total number of
advertisements and public advertisement programming ratio by time class

e Introduce ‘assessment of prime—time programming (45 points)’ of terrestrial
broadcasting and general service PP to assess news, culture, and entertainment
programming ratio

e The number of assessment items was reduced from 4 to 3 and 12 assessment
standards reduced to 8. Points appointed to the category was reduced while the
total points stayed unchanged, thereby expanding the gravity appointed to
content and programming

e Introduced assessment of channel diversity for SO and satellite operators in
reflection of media characteristics. Added satisfaction assessment for PP.
Introduced civil complaint evaluation of home shopping PP by Korea Consumer
Agency

d. Raising the Quality of Broadcasting Language

To nurture sound broadcasting culture favoring the use of decent broadcasting
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language, the Commission and the Korea Communications Standards Commission
enacted and announced the ‘Guidelines on Broadcasting Language’ in September 2015.
The guideline consists of the overview and detailed guidelines by genres. Providing
detailed guidelines for 10 broadcasting genres including current affairs, news, talks,
entertainment, and drama, the Guideline is readily applied to the field broadcasting

environment.

Key elements of ‘Guidelines on Broadcasting Language’



Classification

Overview

General principles

Detailed guidelines by
genre

Current affairs-news

program

Talk-discussion

Entertainment

Others

Key measures

e Establish general principles to be applied to all genres including terrestrial
broadcasting, general service PPs and ordinary PPs, and 10 detailed principles for
different genres

e Genres cover current affairs-news, talk-discussion, life information,

entertainment, drama, movie, comedy, children’s program, sports, and TV home

shopping

Provide guidelines for program production by broadcasting stations and in—house

review based on review cases and fact investigation, and overseas review

standards

e General principles regarding broadcasting language including accurate and correct
expression and prohibition of swear words, slangs, and discriminative remarks
Principles for vocal language : Compliance with standard pronunciation and
loanword orthography. Swear words and slangs are not allowed even if they are
bleeped out. Bleep out swear words and recorded sound on site if not related
to providers’ intention.

Principles for subtitle : Considering that subtitles may be recognized as standard
language by viewers, subtitles shall be correct in spelling and swear words and
slangs are not allowed.

e Guidelines on swear words, slangs, discriminative or degrading expressions
which are often seen in talk or discussion shows mainly in general service PPs.

e Correct and accurate use of language by show hosts and guests. Ban distortion
or word addition when summarizing interview. Prohibition of sensational or
provocative expressions in disaster broadcasting.

Prohibition of excessive personal attack or making insulting remarks in talks or
discussion shows. Ban expressions that reveal agitated emotion when there is
confrontation of opinions or swear words or slangs.

Prohibition of swear words or slangs, discriminative or degrading remarks
regarding appearance, personality, sex, age, educational background, disability,
region, or race, or excessive subtitle that interfere with watching.

Detailed guidelines on broadcasting language regarding life information, drama,
movie, comedy, children’s program, sport broadcast, and TV home shopping.

In October 2015, the Commission held a ‘Gathering for Nurturing Beautiful Language

Culture’ along with Ministry of Gender Equality & Family, Korea Communications

Standards Commission, three terrestrial broadcasting stations, and six general service

PPs and news—specialized channel business operators in order to raise the quality of

broadcasting language and foster sound language culture for young children. The

participating agencies signed an ‘agreement on nurturing beautiful language culture’

and resolved to fulfill their social responsibilities to enhance broadcasting’s role in
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2015

serving public interest.

| Figure IIT— 1
|

Gathering for nurturing beautiful language culture

Signing of agreement on nurturing Broadcasting business operators’ declaration on
beautiful language culture nurturing beautiful language culture
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The Commission and Korea Communications Standards Commission will strive to
raise the quality of broadcasting language by hosting meetings with broadcasting business

operators and implementing campaigns and education on decent broadcasting language.

e. Certification of Public Benefit Channels and Welfare Channels for
Disabled People

The Commission deliberated and resolved the ‘2016 basic plan for the certification
of public benefit channels and welfare channels for the physically impaired’ in
September 2015. The basic plan included composition and operation of review
committee and review criteria. In the case of public benefit channels, up to three of
the highest—ranking business operators which applied to one of the three broadcasting
fields (social welfare, science and culture promotion, and educational support) noticed
by the Commission will be selected. The selected operators shall score 65% or more
out of the total 1,000 points, or 40% or more of the points assigned to individual review
items. In the case of welfare channels for disabled people, PPs which specialize in

broadcasting for disabled people are eligible to apply. Up to three of the high—

60 e
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est—ranking PPs who score 70% or more out of the total 1,000 points possible, or 60%

or more of the points assigned to individual review items are selected.

The Commission accepted applications for public benefit and welfare channels for
the physically impaired by the end of September 2015. As a result, 12 PPs applied for
the public benefit channel, and one PP for the welfare channel for the physically

impaired.

After reviewing applications for public benefit and welfare channels for the physically
impaired in November 2015, three channels for each of the three broadcasting areas
of social welfare, science and cultural promotion, and educational support were
selected. However, the Commission certified a child—care channel as a public benefit
channel on the condition that it “submit to the Commission a Detailed implementation
schedule for the business plan written in the submitted application for the 2016 public

channel selection by December 30, 2015 and faithfully abide by the plan.”

Meanwhile, the Commission certified Welfare TV as a welfare channel for the physically
impaired but with condition that it “submit to the Commission the programming plan
for audio description in 2016 (to be raised from the performance of the first half of
2015) and quality enhancement plans for subtitles, sign language, and audio descrip—

tion by November 30, 2015 and faithfully abide by the plan.”

The term of validity of this selection and certification of public benefit channels and wel—
fare channels for the physically impaired in 2015 is one year (from January 1, 2016 to
December 31, 2016). Public benefit channels run by SO, satellite broadcasting and Internet
multimedia, or business operators are required to transmit programs related to public interest
on one or more channels. The welfare channel for the physically impaired is also required

to transmit relevant programs on one channel.

Selection of public benefit channels and certification of welfare channels for physically impaired
people in 2016
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Classification Channel name

) Yes TV (for small businesses), Work TV, Baby Nursing
Social welfare

Public benefit Broadcasting
channels Science and cultural promotion Arte TV, Arirang TV, Science TV
Educational support EBS Plus 1, EBS Plus 2, EBS English
Physically impaired people welfare channel Welfare TV

a. Reinvigorating Regional Broadcasting

1) Establishment and implementation of regional broadcast support plan

The Commission confirmed and established the ‘Regional Broadcasting Development
Support Plan’ (hereinafter referred to as ‘the support plan’) at the 27" meeting held
in June 2015. The Special Act on Support for Regional Broadcasting Development; ,
which went into effect in December 2014, stipulates that the committee establish a
support plan every three years. This support plan is, therefore, the first to be estab—
lished under this special act. The committee ran a research team consisting of 14 pro—
fessionals on regional broadcasting from November 2014 to March 2015 and held a
public hearing in April 2015. The support plan was deliberated by the Regional
Broadcasting Development Committee in May 2015 and voted on by the Commission

in June 2015 before being established.

The support plan consists of three goals aimed at ‘realizing local citizens' right to
happiness through sound development of regional broadcasting.” The three goals are
‘realizing localization by enhancing production and distribution capabilities of local
broadcasting’, ‘creating a foundation for financial stability through a rational system’, and
‘promoting mutual development of regional broadcasting and local communities by sharing

resources.” The visions and implementation strategies from 2015 to 2017 are as follows:
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Vision and implementation strategy for the regional broadcasting support plan

Vision Implementation strategy Policy tasks

@ Support local broadcasting program production

@ Expand sharing of resources in local communities
@ Enhance foundation for local program production

1. Enhance content production
capabilities

(D Rationalize programming regulations on local broadcasting
programs

Realizing local | 2. Promote local program

citizens’ right to distribution S .
2 @ Create distribution infrastructure for local broadcasting

happiness
o . (D Assess localization of local broadcasting
through sound | 3. Build independent regional .
. @ Advance and specialize human resources of local
development of broadcasting capabilities . .
. broadcasting stations

regional : " o

B (D Improve sponsorship regulations

. . . @ Improve levying system of broadcasting and communications
4. Establish policy foundation
development fund

for financial stabilit ) . .
v @ Improve radio wave fee allocation system and combined
sales system

2) Content capability enhancement project for regional and small and

medium—sized broadcasting business operators

The Commission implemented a 2015 content capability enhancement project for
regional and small and medium—sized broadcasting business operators in accordance
with Article 26 (1) 5—2 and 6 of the "Framework Act on Broadcasting Communications
Development; and Article 22 (1) of the TAct on Broadcast Advertising Sales Agencies,
etc.; . The Commission has secured KRW 2.3 billion, a KRW 300 million increase from
2014, and supported 43 programs of 31 regional and small and medium—sized broad—

casting business operators.
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In 2015, in addition to TV and radio programs which already benefitted from the
support plan, support for production of DMB programs has been included. As a result,
23 TV programs, 17 radio programs, and 3 DMB programs received KRW 1.6 billion,
KRW 500 million and KRW 200 million, respectively, a total of 43 programs.

Some of the programs which received the support won awards for quality broadcasting,
later being able to sell or transmit their programs on other channels.<You are happy
when you share> by YTN Radio (June 2015) and <DJing documentary ‘Nahwarang’s
Arirang’> by TBC Daegu (October 2015) were selected as good programs of the month
by the Korea Communications Standards Commission. <Summer music camp Ullim'>
by TBC (September 2015) won the best regional entertainment award in the Korea
Broadcasting Prizes. Also, <Wonjutune people who went to Manchuria> by Wonju MBC
and <Wide Great Battle — Great Battle of Pansori Masters Season 4> by Jeonju MBC were
sold to the MBC headquarters and other regional MBC stations.

Screening results of content competitiveness enhancement programs for regional, small, and
medium broadcasting in 2015

Classification Applicants Selected programs
41 programs from 23 providers 23 programs from 22 providers
v Co—production 3 programs 3 programs
) 24 programs from 20 providers 17 programs from 19 providers
Radio Co—production 1 program 1 program
DMB 7 programs from 4 providers 3 programs from 3 providers
Total 72 programs from 32 providers 43 programs from 31 providers

3) Operation of the Regional Broadcasting Development Committee

The 3"—term Regional Broadcasting Development Committee launched in December
2014 consists of nine people, including Vice Chairperson Hur Won—je2), Ko Sam—seog,

a standing member of the Commission, and Lyu Han—ho, a professor of Journalism at

2) Vice Chairperson Hur Won—je resigned on December 29, 2015.
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Gwangju University. The Committee held a total of 11 meetings from December 2014 to

November 2015, engaging in discussions about measures to develop regional broadcasting.

The 3“%—term Regional Broadcasting Development Committee discussed 14 agenda
items in 2015 including ‘content competitiveness enhancement project for regional and
small or medium broadcasting operators’, ‘deliberation of support plan for regional
broadcasting development (proposal)’, ‘review policy for fund support for regional

broadcasting in 2016’, and ‘detailed assessment standards on locality index (proposal).’

b. Researching and Assessing Share of Audience among Broadcasting
Business Operators

The Commission resolved ‘media exchange ratio of 2014’ pursuant to Article 69—2
of the 'Broadcasting Act; and the ‘result of the audience ratings of broadcasting
service providers of 2014 pursuant to Article 35—4 thereof through the deliberation
by the Media Diversity Committee in July 2015. Share of Audience among Broadcasting
Business Operators is calculated by adding share of audience of a broadcasting operator
to that of special interest groups. In case that a daily newspaper is also a broadcasting
business operator, or owns stocks or shares thereof, the subscription rate of the daily
newspaper shall be converted into share of audience before being added to that of the

broadcasting business operator.

Share of audience is the percentage of viewing hours of a particular channel out of
the total viewing period of TV broadcasting and it should not exceed 30%. However,
this shall not apply if a business operator is fully invested in by the government or a
local autonomous entity. Media exchange ratio refers to the difference of influence be—
tween TV broadcasting and daily newspapers. It is calculated by putting the influence
of broadcasting at 1, against a relative ratio of influence by daily newspapers. For
example, the media exchange ratio between TV and daily newspapers in 2014 was 1

to 0.41.
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Survey results of audience share of major broadcasting operators in 2014

Classification Broadcasting business operators Share of audience Remarks
Korea Broadcasting System (KBS) 31.210%
Terrestrial Munhwa Broadcasting Corporation (MBC) 15.633% Terrestrial broad—
broadcasting Seoul Broadcasting System (SBS) 9.108% casting and PP
Educational Broadcasting System (EBS) 2.653%
TV Chosun (The Chosun Ilbo family) 9.440%
JTBC (Joongang Ilbo family) 7.490% General service PP
General service and Channel A (Dong—A Ilbo family) 5.776% and daily newspaper
news—specialized PP | MBN (Maeil Business Newspaper family) 4.572%
YTN 1.718% .
- News—specialized PP
Yonhap News Television 1.184%
CJ E&M (CJ family) 8.713%
) T cast (t—broad family) 2.965%
CRIT P CU Media (C&M family) 2.028% PP and SO
business operator - : -
Hyundai Media (HCN family) 0.882%
CMB Holdings (CMB family) 0.286%

The share of audience of major broadcasting business operators in 2014 is as follows:

For terrestrial broadcasting operators, KBS 31.210%, MBC 15.633%, SBS 9.108%, and
EBS 2.653%. For general service and news—specialized PPs, the order was TV Chosun
9.440%, JTBC 7.490%, Channel A 5.776%, MBN 4.572%, YTN 1.718%, and Yonhap News
TV 1.184%. Meanwhile, share of audience of CATV broadcasting business operator was
CJ E&M (CJ family) 8.713%, T cast(t—broad family) 2.965%, CU Media (C&M family)
2.028%, Hyundai Media (HCN family) 0.882%, and CMB Holdings (CMB family) 0.286%.

The survey found that no business operators had an audience share ratio exceeding
30% under Article 69—2 (1) of the Broadcasting Act; . However, KBS was not subject
to this limit as it is a broadcasting business operator that is fully financed by the
government, pursuant to Article 69—2 (1) of the ™Broadcasting Act; . The 2014 audience
share ratio was conducted by Nielsen Korea Ltd., a commercial survey agency
entrusted by the Commission. The result of audience share by TV channels in 2014,

the equity share ownership status submitted by the broadcasting business operators,
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the ad sales data of the broadcasting business operators and daily newspapers, and the
number of households certified by the Korea ABC Association to subscribe to daily

newspapers were tallied and reflected in the final calculation.

A share of audience system was introduced in order to guarantee diversity in broad—
casted opinions in 2009 when the Broadcasting Act; was revised. As of 2014, 375 channels
of 217 broadcasting business operators (legal entities) which run TV broadcast channels,
and 28 daily newspaper companies engaging in broadcasting business were surveyed for

calculation.

Meanwhile, in order to raise the accuracy and reliability of the survey, the
Commission set up the ‘guidelines on survey criteria procedure for audience share of
fixed TVs and ' which systemized matters regarding basic research and panel
composition. As the commissioned research agencies differed on those criteria, it was
pointed out that consistency should be secured for data integration and time—series

material analysis each time that research agencies are changed.

The guidelines mainly dealt with objective standards on survey, panel composition,
and panel management to minimize error while laying out cautions on sample design
to ensure that the size of the panel is optimized. Furthermore, research agen—
cies independently verified data calculation process and results. securing reliability
and accuracy of surveys. In the meantime, the Commission proposed a system to
check research agencies’ compliance with the guidelines on a regular basis and reflect

it in the result of the audience share survey project.

The Commission expected that the guidelines would ease concerns over the
frequently—raised error issues each time the research agencies are changed, con—
tributing to enhancing reliability and accuracy of the data. Furthermore, the guidelines

could be employed for different statistical projects other than audience surveys.
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c. Researching Integrated Share of Audience

The Commission changed the method for basic research from RDD (Random Digit
Dialing: surveys over telephone to call numbers generated randomly) to door—to—door
surveys, raising the statistical reliability. The survey was conducted from May 2015 to
October 2015 on 20,000 households across the nation (44,000 respondents). The items
included possession of TV sets, broadcasting signal reception environment, and broad—

casting content watching environment on smartphones and PCs.

Real—time survey of audience share was carried out on around 370 channels of 210
providers including terrestrial broadcasting, IPTV, CATV, general service and news
channel PPs from January to December 2015. N—Screen viewing records were surveyed

for watching TV programs on smartphones, PCs, and VODs.

With access to broadcasting changing due to digital convergence and emergence of
smart media, viewer preference is shifting to VOD, PC, and mobile devices. As a result,
it became necessary to survey attitudes on different TV watching media in order to

measure real TV watching hours of people.

As such, a survey on VOD watching was conducted on 2,600 households in the na—
tion from May to December 2015. The same kind of survey for smartphones and PCs

was carried out from August to December 2015 on 5,000 viewers nationally.

Expert meeting and forum on the introduction of integrated TV ratings

Forum on measures to secure . . . Forum on status and tasks of
o .. Forum on policy direction to realize . .

validity of surveying integrated o . surveying audience share

media diversity

viewers' rating in the era of smart media




Furthermore, the Commission held a policy debate on promoting diversity in broadcasting
different opinions and expert forum on introducing integrated audience share. In
November 2015, the Commission organized a forum of experts from the private sector
to explore measures to promote diversity of broadcasting. Also, in January, April and
July in 2015, the Commuission collected opinions from experts in the private sector regard—
ing calculation method of integrated share of audience as an alternative to the existing

share of audience as well as regarding how to measure TV watching on N—Screens.

In addition, the Commission organized a contest for a research project aimed at
introducing an integrated share of audience in reflection of the changing viewing environ—
ment on N—Screens (smartphones and PCs). The contest received applicants from May

2015 through February 2016, implementing a total of 6 tasks.

Meanwhile, the Commission will come up with an improvement plan that defines the
method and process of the integrated share of audience survey in order to establish

a systematic basis.

The Commission held private academic seminars and strengthened promotional
activities with the media in the hope that they will help raise public awareness of
the necessity to introduce a new system which better reflects the most recent viewing
attitude. As a result, diverse views on the new system were collected by media outlets,

raising awareness on media diversity.

The integrated measure for ratings is expected to boost the production of new con—
tent such as ‘web dramas’ by accurately measuring the TV viewership records on per—
sonal media and be used as an advertisement index to effectively execute advertise—
ment campaigns by being able to specifically identify segment groups for different

devices.
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a. Establishment of the Community Media Foundation

The Viewers’ Media Center had been managed by the Korea Communication Agency
(KCA) until 2009. However, the KCA, which specialized in radio management and fund
execution, revealed limitations in carrying out professional roles of the Center, rais—
ing concerns over efficient management of the Centers which were increasing in
number. Finally, the Commission made amendments to the 'Broadcasting Act; , establish—
ing the ‘Community Media Foundation in May 2015 as an agency to encourage public

participation in broadcasting and promote viewers rights.

Key progress of the Community Media Foundation

Date Events
May 2014 * Basis to create the foundz.ltion laid out with amendment made to Article
90—2 of the 'Broadcasting Act,
July 2014 e The Establishing Committee of Community Media Foundation formed
e The 9th Establishing Committee convened
July 2014 ~ May 2015 — articles of association, the board operation rule, HR policy, Chairman
recommendation committee regulations were resolved
May 2015 e The Community Media Foundation established

Organizational chart of the Community Media Foundation



. L Planning and Policy Department
Management and Planning Division
Management Support Department

Busan Viewers' Media Center
Gwangju Viewers’ Media Center
Gangwon Viewers” Media Center
Daejeon Viewers' Media Center

Viewer Promotion Division Incheon Viewers' M Genter
Seoul Viewers' Media Center
Ulsan Viewers’ Media Center (to be open)
Viewers’ Right Department
Viewers” Support Department

Media Promotion Department

The Community Media Foundation synthetically supports and manages the Viewers’
Media Centers in 6 regions including Busan, Gwangju, Gangwon, Daejeon, Incheon,

and Seoul.

Key projects of the Community Media Foundation in 2015

Project name Activities
1. Operation of the Viewers' Media Center e Operation of 6‘ Viewers' Media Centers (Busan, Gwangju,
Gangwon, Daejeon, Incheon, and Seoul)

2. Opening of new Viewers' Media Center e Established infrastructure for Seoul and Ulsan center.

3. Media education and support for viewers |® Supported education, developed materials, and conducted
right promotion activities broadcasting environment survey

e Guaranteed access to broadcasting for the marginalized
(supply broadcasting receivers for disabled people)

e Supported broadcasting production for disabled people

4. Guarantee access to broadcasting for the
marginalized

. , C .| ® Supported program production for viewers’ participation
5. Support viewers participation in broadcasting . . o
e Supported viewer evaluation activities

6. Establish monitoring basis of broadcasting | ® Investigated and analyzed broadcasting hours and rules
advertisement violation

7. Create policy for fair competition in broadcasting | ® Investigated and analyzed infringement of user interest

and broadcasting advertising market and unfair activities among business operators

8. Assessment and examination of the operation | ® Assess and improve planning, production, programming

performance of public benefit channels performances of public benefit channels

b. Expanding Media Education
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The Commission offered media education to more cities and schools in cooperation
with the 6 Viewers Media Centers across the nation. 13 middle schools offered media
education in the first half of the year. In the second half, as the demand for free semes—

ter media education increased, the number rose to 72 middle schools.
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Operation model of the free semester system and program matching

Models of free semester . Programs matching with
. . Curriculum
media education Centers

. o Experience(planning*
. Career examination, invited lecture, portfolio building, b . p, . 8
Career exploration . . . . shooting-editing),
field trip, career research, start—up simulation, etc. . .
special lecture, media camp

Writing, Korean art discovery, media and
Elective programs | communications, school magazine publishing, drama and content making
culture, and green school making, etc.
Literary discussion, line dance, mural painting, science
Club activities experiment, webtoon drawing, UCC making, drama content making
and orchestra, etc.

The middle school free semester system is one of the Administration’s key initiatives
to overhaul the educational system. It is designed to let students pursue dreams and dis—
cover their talents while enjoying a happy school life without stress about exams. The
system aims to let students obtain key attitudes such as creativity, personality, and

self—driven learning ability.

The 6 Viewers’ Media Centers across the nation (Busan, Gwangju, Gangwon,
Daejeon, Incheon, and Seoul) are open to students in their free semester, offering
experience programs for broadcasting professions such as Producers, journalists, and
announcers. The Centers host special lectures given by retired or active broadcasters
while offering media education programs taught by professional media instructors.
Students have free access to the broadcasting production facilities and equipment

owned by the Centers.

The Commission will widen access to the Viewers’ Media Centers for the general
public as the Government works to expand the free semester system. The Commission
also plans to provide students interested in broadcasting career path with more chances
to experience on the job training so that they can grow into future media

professionals.
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c. Promoting Viewers' Participation in Broadcasting

The Commission linked the support project which pays the fees when programs pro—
duced by people are broadcast under the Center’s participation programs, seeking to
raise the quality of participatory programs. The Commussion also supported activity

costs of the Viewers Evaluation Council.

In 2015, a total of 2,998 programs from 89 broadcasting operators received broadcast
adoption fees, as much as 15% up from 2,591 programs of 87 operators in 2014. 1,031
programs produced by viewers themselves by leasing the facilities and equipment of
the Viewers’ Media Centers were broadcast in the central and regional TV and radio
stations, up 37% from 753 programs in 2014. This serves as evidence that the Centers

make contribution to engaging the public in broadcasting.

Broadcasting of programs created by users in the Viewers’ Media Center  (Unit : program)

Classification 2009 2010 2011 2012 2013 2014 2015 Total
Performance 314 385 480 539 595 753 1,031 4,097

Furthermore, the Commission held the ‘2015 Viewers Media Festival’ from November 6
to 7 at Nuri Dream Square in Digital Media City, Sangam, Seoul. The festival was joined
by viewers and next—generation media professionals. On November 6" ‘Community
Media Prizes’ and ‘Community Media Conference’ were held, followed by the ‘National
Viewers' Production Workshop’, ‘Lalala Media Special Lecture,’ and ‘Media Golden
Bell for Youth’ on November 7", ‘Viewers Square’ was set up as an experience center

where viewers could produce programs themselves and use broadcasting equipment.
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Launching ceremony of the Community Media Foundation and Viewers Media Festival

Launching ceremony of the

Community Media Foundation Community Media Prizes Media Golden Bell for Youth

d. Enhancing Access to Broadcasting Services for Marginalized Groups

The Commission has enacted standards on sign language broadcasting in order to
enhance access to broadcasting for the marginalized while launching a pilot broad—
casting of smart sign language on pay per view channels with CJ HelloVision, KT
Skylife, and SK Broadband. In addition, the Commission signed an MOU with the Seoul
city government and other 8 local governments on the supply of TVs for disabled
people. In 2014, the Commission made public the performance assessment of 156
broadcasting operators on their adherence to the mandatory broadcasting for the

disabled.

To begin with, the Commission has expanded access to broadcasting for the disabled
and enhanced convenience in TV viewing for the general public by establishing tech—
nological standards for smart sign language broadcasting in April 2015, an upgrade
from the existing system. Addressing the inconveniences with the old system where
users were unable to adjust size or position, or remove sign language from the screen,
the new standard transmits image and sign language separately via broadcasting network
and the Internet to one receiver. The separately received signals are then processed
and shown in a single display, allowing viewers to remove or adjust its size and
position. Therefore, the new standard addresses matters related to hybrid smart sign

language that merges broadcasting and the Internet.
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Standard method for smart sign language broadcasts

aq

Broadcasting
image
00:01:35
Broadcasting
network

—‘ i i-' Smart sign language receiver

S]gnirf:g: e Broadcasting image and sign

00:01:35 The Internet network language image synchronized

Broadcasting (communication, unreliable) T ————]

business operator =}~ ( The Intemet | < > gand grogessedgby app

Sign language
broadcasting app

The Commission selected 3 operators, one from each media, and launched test
transmission of smart sign language broadcasting before the official introduction of the
adopted standard technology. CJ HelloVision (cable TV operator), KT Skylife (satellite
broadcast), SK Broadband (IPTV), and YTIN (news—specialized PP) participated in the
trial service from November 16™ to December 31°" verifying its feasibility and effec—

tiveness as a standard for smart sign language broadcasting.

Furthermore, the Commission donated 12,524 sets of TV for visually and hearing
impaired people with difficulties in accessing broadcasting. For this purpose, the
Commission signed an MOU with 8 local governments including Seoul, Daegu,
Gwangju, Sejong, Chungbuk, Chungnam, Gyeongnam, and Jeju in May 2015. Those
8 local governments sent promotional leaflets introducing the TV donation directly
to low—income families and visually and hearing impaired people in their respective
regions enclosed with braille literature and application forms. The applications were

received by each community centers.

The Commission had been providing visually and hearing impaired people with
broadcasting receivers since 2000 to guarantee rights to viewing for marginalized

groups. Since 2015, however, the Commission have been supplying receivers with pri—
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ority to those in the 8 regions the local governments of which have signed the MOU.
The new TVs are easier to adjust the position of subtitles. They also feature enhanced
conveniences such as voice guide for program information, broadcasting schedule, and
audio description, allowing visually and hearing impaired people to watch TV with a

greater ease.

As part of its effort to enhance accessibility of broadcasting for marginalized groups,
the Commission made public the assessment results on the performance of broadcast
services for disabled people in 2014 conducted on 156 required operators regarding
subtitles, sign language translation, and audio description. The assessment, following
the first in 2013, found that 153 operators out of 156 met the required performance,

while 3 ended up failing to meet any of the goals.

Assessment Results on the Performance of Broadcast Services for Disabled

People in 2014 (Unit : provider. %)
Classification Required Met Unmet Achievement Remarks
operators rate
Operators Main terrestrial 4 4 - 100.0
designated Local terrestrial 46 44 2 95.7
for Satellite 1 1 - 100.0

mandatory | General service and

: 6 6 - 100.0 ‘Unmet’ f
service news—specialized PP nlmte O;
(57 providers) | up—total 57 55 2 965 | oaono
: closed
Operators SO 79 79 - 100.0 caption
designated
. PP 20 19 1 95.0
for notice
(99 operators) Sub—total 99 98 1 99.0
Total 156 153 3 98.1

The results show that the performance of broadcast services for disabled people in
2014 has improved by 36.0%, surpassing the previous year’s performance of 62.1%.
Therefore, the Commission evaluated the mandatory broadcasting for disabled people
as taking root and called on operators designated for mandatory service to strive on

the qualitative front as well in the 2016 assessment for the 2015 performance. Moreover,
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the Commission plans to provide differentiated financial support for the production in
order to secure the effectiveness of the mandatory broadcast services for disabled

people.

a. Overhauling the TFramework Act on Broadcasting Communications Development;

In order to improve the current disaster broadcasting system, the Commission
resolved amendment to the  'Framework Act on Broadcasting Communications
Development;  highlighting expansion of required business operators for disaster
broadcasting or civil defense warning (hereinafter referred to as ‘disaster broadcasting,
etc.’), and compliance with the disaster broadcasting manual in April 2015. The
amendment went through deliberation by the Korea Ministry of Government
Legislation before being resolved by the National Assembly in December 2015. The

amended law is to take effect from June 2016.

1) Expansion of business operators required of disaster broadcasting, etc.,

and clarification of the point of launching disaster broadcasting

Article 40 (1) of the amended 'Framework Act on Broadcasting Communications
Development; included CATV broadcasting business operators, satellite broadcasting
business operators, and Internet multimedia broadcasting service business operators in
addition to the existing terrestrial broadcasting business operators and general service
and news—specialized PPs as business operators required of disaster broadcasting, etc.
However, considering broadcasting characteristics of the added business operators,

they were permitted to transmit disaster information in the form of subtitles.

Furthermore, Article 40 (2) of the amended Act stipulates that the Commission may

request the business operators required of disaster broadcasting, etc., to render dis—
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aster broadcasting services to prevent the occurrence of a disaster, calamity, or civil
defense crisis. In such cases, each broadcasting business operator shall render disaster
broadcasting services upon request from the Commission, unless any extraordinary cir—

cumstance exists.

2) Provision of terms for business operators required of disaster broadcasting, etc.

Meanwhile, the amended Act defines the key elements of ‘disaster broadcasting rules’

which are currently enforced as enforcement decree and notice as follows:

Article 40, Section 3 of the Framework Act on Broadcasting Communications Development;

Article 40 (Disaster broadcasting, etc.) 3 Business operator pursuant to each item of Paragraph 1 shall comply
with the terms of the following items when it transmits disaster broadcasting, etc.
1. Provide accurate and immediate information regarding disaster;
2. Provide residents in disaster area and affected people with information necessary for evacuation, rescue,
recovery, etc.;
3. Do not damage the victims or their family’s reputation or infringe upon private life;
4. Do not coerce victims or families to ask or answer questions, or have press conference (hereinafter
referred to as “interview”);
5. Obtain consent from legal representative for an interview with a minor victim or a minor member of
affected family;
6. Transmit correctional broadcasting without delay where content of disaster broadcasting, etc. is different
from fact.

Article 40, Section 5 and Section 6 of the "Framework Act on Broadcasting Commu—
nications Development; stipulates that required business operators of disaster broad—
casting, etc. shall produce and distribute disaster broadcasting manuals in accordance
with Article 40, Section 3 of the same Act and shall conduct education for program

producers, technical staff, journalists, and announcers to become familiarized with the rules.

3) Designation of host broadcasting operator and enhancement of authority

The Commission inserted Article 40—2 to the [Framework Act on Broadcasting

Communications Development, , designating KBS as host broadcasting operator of
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disaster broadcasting, etc.

b. Improving Disaster Broadcasting Reception Environment

Owners, possessors, and mangers of roads pursuant to Article 2 item 1 of the Road
Act; , urban railroads pursuant to Article 2 item 3 of the [Urban Railroad Act, , and
railroad facilities pursuant to Article 2 item 6 of the 'Railroad Construction Act; shall
install transmission facilities in places like tunnels and basements where disaster
broadcasting is unavailable. Accordingly, the Commission conducted a comprehensive
survey of the disaster broadcasting status of 3,026 roads, railroad tunnels, and underground

spaces of subways across the nation and announced the results in December 2015.

‘2015 survey on disaster broadcasting reception status’ was conducted on 1,669 road
tunnels, 621 railroad tunnels, and 736 subway tunnels. Signal reception of DMB (KBS,
MBC), FM radio (KBS 1 FM, myMBC) was measured. According to the survey, 2,528 tun—
nels were found to be receiving poor DMB signal of the host broadcasting operator
KBS (poor reception rate 83.5%). 2,650 tunnels were out of the coverage area

(poor reception rate 87.5%). More results are as follows:

Results of complete survey of the signal reception environment for disaster broadcasting (Unit : tunnel, %)

KBS DMB KBS radio Number of
Number repeaters

Classification (®Poor reception

of tunnels G e @Poor reception installed

(rate) (rate) (B+@)

Road tunnel 1,669 155 1,514 (90.7) 82 1,587 (95.0) 3,101

Ratlroad 621 7 614 (98.9) 12 609 (98.1) 1,223
tunnel

Subway 736 336 400 (54.3) 282 454 (61.7) 854

Total 3,026 498 2,528 (83.5) 376 2,650 (87.5) 5,178

Based on the survey result, the Commission carried out a pilot project ‘support for

installation of repeaters for disaster broadcasting reception,” helping to set up 40 repeaters



lll. Broadcasting and Communications
Policy Outcomes of the Year 2015

in 26 tunnels in 2015. The Commission plans to cooperate with local governments and fa—

cility management agencies for earlier installations of disaster broadcasting receivers.

c. Strengthening Responsible Organization
In order to ensure efficient implementation of disaster broadcasting services, the
Commussion transferred duties related to HR affairs from the Planning and Coordination

office to the Broadcasting Policy Bureau, enhancing comprehensive response capa—

bilities.
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2015

Chapter 2 Invigoration of Broadcasting and Communications

Services

1. Promoting New Broadcasting Services

a. Test Service on Multi—Mode Service (MMS)

The trial service of EBS2 MMS was launched on February 11" 2015 on channel No.
10—2 of terrestrial broadcasting. The Commission permitted EBS MMS for public interest
purposes such as cutting private education cost and easing educational polarization due

to region and income gap as well as for the verification of its technological reliability.

The public interest purposes are also reflected on the programming principle of EBS2
channel. Programs for elementary and middle school students and English programs take
up a higher share at 57% and 30%, respectively. Other programs for multi—cultural families

or Inter—Korean unification are also serviced.

| Figure II— 6 . . .
| Ratio of trial service of EBS2 content

Others (English for adult,
inter-Korean unification, safety, and more)

Multi-cultural family programs

Elementary school subject
and english content

Documentary and

convergence content on knowledge

and English

Middle school subject and
learning support content

Source) Telecommunications Technology Association (2015), A Study on Measures to Advance Terrestrial MMS Technology
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1) Technological reliability of MMS

In the early period of EBS2 broadcasting, technological issues were raised over poor
reception. However, most of the viewers' complaints involved general inquiry on channels
with only a few of them complaining about technological issues. Also, no complaint was

received regarding image quality, confirming that EBS2 MMS was technologically reliable.

EBS2 is transmitted in MPEG—2 for image and AC—3 for audio, the same technology
employed by EBS13). Applying variable bit rate4) on two channels, each channel is
capable of displaying identical image quality with one another. Image comparison
between EBS1 and EBS2 in ITU’s standard method showed that the Peak Signal to Noise
Ration (PSNR) on each channel was measured at 36dB, similar to the terrestrial broadcasting

with 35dB.

In the meantime, as viewers watch TV with a variety of receivers (analogue, digital TV,
or set—top box) in different environments (owned antenna, TV network, or relay
transmission), concerns existed over complaints regarding signal reception after the
launch of EBS2 channel. In response, the Commission formed civil complaints response
team along with EBS, TTA, and DTV Korea, reviewing technological issues of MMS and

sharing response measures on complaints.

Meetings held by the civil complaints response team for terrestrial MMS

No. Date Agenda
Suggestion for setting up of common response system, establishment of emergency
1 Jan. 29 contact network, preparation of integrated manual, and establishment of response
system for each party
2 Feb. 6 Checking civil complaints, cautions for transmission, and complement to manual
3 Feb. 13 Checking civil complaints, handling of civil complaints regarding receiver

3) EBS1 and EBS2 have different resolution and frame rate. EBS1 features 1,920%1,080 reso—
lution, and 59.94i frame rate, while EBS2 comes in 1,280X720 resolution and compresses video
image at 59.94p.

4) Efficient to improve image quality as bit rate is allocated depending on the complexity and
processed data of images
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No. Date Agenda
malfunctions, and sharing field situations regarding TV network equipment
Checking civil complaints, sharing cases of civil complaints regarding receiver
4 Feb. 25 issues, response to problems with TV network equipment, and response to
problems with cable transmission
Checking civil complaints, review of delay in EBS channel change, confirming civil
5 Mar. 4 complaint response procedure including cable TV broadcasting business operators,
and confirming duties for each parties
Discussion on the position of each party regarding the roles of EBS in handling civil

6 Mar. 9 .
complaints
Mar. 17 Agreed that EBS assumes general handling of civil complaints
8 Aug. 21 Checking civil complaints from TV network and establishing response measures

According to the analysis of civil complaints received by EBS from February 2015 to
October 2015, 7,083 cases were filed between February and April. Since April, 30 cases
were filed each day, amounting to 9,810 in total. Civil complaints over suspension of
paid broadcasting retransmission accounted for the largest with 8,949, followed by 86
technical inquiries, 61 on TV network equipment, 22 on conversion of analogue TV set
to digital, and 3 on TV set. All of the technical complaints had been resolved as of the end

of 2015 and no complaint was received regarding video quality of EBS2 over the same period.

Number of civil complaints on terrestrial MMS technology

1200
1000
800 1
600
400
200

201562 20153 201564 20155 20156 20157 20158 20159

Note) Civil complaints received by EBS from Feb. 10, 2015 to Oct. 11
Source) Telecommunications Technology Association (2015), A Study on Measures to Advance Terrestrial MMS Technology

2) Social and economic effect of MMS
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One of the goals of the Commissions introduction of EBS MMS was to cut private educa—
tion cost for elementary, middle, high school, and English. Viewers can expect to lower
their private education budget by reviewing subjects they previously studied in exist—
ing private educational institutes on the free EBS2 channel. A survey®) conducted by
the Media & Future Institute in August 2015 on EBS2 channel’s effect on reducing pri—
vate education cost showed that the content on EBS2 contributed to cutting at least

KRW 170 billion in private education spending.

Meanwhile, in order to assess the social value created by EBS2, the Commission hired
a professional survey firm, which studied the awareness and acceptance of EBS2 from

June 2015 to July.

According to the survey, the awareness level of EBS2 was measured at around 69%,
lower compared to three terrestrial broadcasting business operators of 99% on average
and EBS1 of 93%, but higher than EBS Plus2 of 33%. The ratio of those who actually
watched EBS2 channel was around 41%, or 28% of the entire respondents, similar to the

awareness level of EBS1 of 47%, or 44% of the entire respondents.

: Figure [1—8 Survey results on awareness of terrestrial broadcasting channels
100% -
80%
60%
40% A
20% 33%

10%

Three terrestrial broadcasting EBS1 EBS2 EBS Plus2
business operators

0%

@ Awareness M Viewing experience

Source) Telecommunications Technology Association (2015), A Study on Measures to Advance Terrestrial MMS Technology

5) Formula: (number of students who watch EBS2 channel a year) X (average private education
cost per hour) X (programming hours of educational content on EBS2) X (ratio of taking pri—
vate education)
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reprocessed

Furthermore, 70% of viewers who watched EBS2 said they would watch the channel
while 46% who had not would do so, showing that most people recognized the social

and economic values EBS MMS generates as a free and general broadcasting service.

3) Expanding access to MMS for households

Given the low rate of direct reception of terrestrial broadcasting in Korea, the
Commission mediated a retransmission agreement between paid broadcasting business
operators (cable and IPTV) and EBS to expand access to EBS MMS for households. As
a result, from April 2015, trial service of EBS2 is available to households who sub—
scribed to analogue cable products. From November 2015, EBS2 is serviced on IPTV

channels.

Consequently, access to EBS2 was limited to about 2.17 million households who re—
ceived a direct terrestrial broadcasting signal in February 2015 when the trial EBS2
service was in its early stage, but the number jumped to 5.24 million in April. The service
became available to around 11 million IPTV subscribers by November. By December
2015, 18.41 million households had access to EBS2 channel.

With the launch of the trial EBS2 broadcasting service, the Commission plans to de—
vise MMS policies aimed at a stable introduction of official service and enhancement

of viewers’ rights to free and universal terrestrial broadcasting services.

b. Introduction of Terrestrial UHD Broadcasting

The trial service of high—resolution terrestrial broadcasting from 2012 is expected to
be phased in starting with the metropolitan area in February 2017. Domestically, ter—
restrial broadcasting business operators transmitted live selected games of 2014 FIFA

Brazil World Cup and Asian Games in UHD. Commercial UHD service began in 2014
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as pay per view broadcasting operators such as cable, satellite, and IPTV opened
UMAX, the first UHD—exclusive channel in the world. The basis to officially launch ter—
restrial UHD broadcasting as free and universal broadcasting service was laid out in

July 2015 when the Government finalized the ‘700MHz bandwidth allocation plan’.

1) Finalization of the 700MHz bandwidth allocation plan

The ‘3rd Frequency Deliberation Committee’ in July 2015 finalized the “700MHz
bandwidth allocation plan’, and decided to allocate 30MHz bandwidth from the 700MHz
band to broadcasting and 40MHz bandwidth to mobile communications, establishing the

foundation to introduce terrestrial UHD broadcasting.

Distribution of frequency bands of 700MHz bandwidth (proposal)

698 710 728 748 753 771 783 803 806
Mobil ey
/ 7 ,’////% // //
/;;;;»//,,/,,,«; 7 /»»/////////)

2) Phasing in terrestrial UHD broadcasting

Following the finalization of the 700MHz bandwidth allocation plan, the Commission
launched a ‘task force on terrestrial UHD broadcasting policy’ with Ministry of Science,
ICT and future Planning in August 2015. The task force consists of 31 terrestrial broad—
casting business operators, appliance manufacturers, and research institutes to discuss
policies regarding terrestrial UHD broadcasting. Since August 2015 when the first pub—
lic—private high level meeting on terrestrial UHD policy was held, seven working level
meeting and one workshop were held as of December 2015. On December 29th, 2015,
the Commission, MSIP and parties from private sector jointly established a ‘policy for

the introduction of terrestrial UHD broadcasting’.

Based on the policy, the Commission will launch terrestrial UHD transmission starting
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from metropolitan areas in February 2017, expanding the coverage in three stages. By 2021,

the Commission expects to complete the introduction of nationwide UHD broadcasting.

Phase—in schedule for terrestrial UHD broadcasting

Phase Covered area Operators
(Fzgtas; 017) Seoul Metropolitan area | KBS, MBC, SBS, EBS
Busan KBS, Busan MBC, KNN,
Gwangju KBS, Gwangju MBC, Gwangju KBC,
Metropolitan cities: | Daegu KBS, Daegu MBC, TBC,
Phase 2 Gwangwon area Daejeon KBS, Daejeon MBC, TJB,
(Dec. 2017) (Venue of Pyeongchang | Ulsan KBS, Ulsan MBC, UBC,
Winter Olympics) | MBC Gangwon Youngdong(Gangneung),
Wonju MBC—Pyeongchang-Hoengseong area,
G1(Gangwon Television Broadcasting) —Gangneung Pyeongchang area

Jeonju KBS, Jeonju MBC, JTV, Jeju KBS, Jeju MBC, JIBS,
Cheongju KBS, Cheongju MBC, CJB,

2020 . .
Chuncheon KBS, Chuncheon MBC, G1(Gangwon Television Broadcasting),
Phase 3 Cities and counties | Changwon KBS, MBC Gyeongnam, Wonju MBC—Wonju City
ase .
nationwide Gangneung KBS, MBC Gangwon Youngdong(Samcheok),
92021 Mokpo KBS, Mokpo MBC, Suncheon KBS, Yeosu MBC,

Andong KBS, Andong MBC, Wonju KBS, Jinju KBS,
Chungju KBS, Chungju MBC, Pohang KBS, Pohang MBC, OBS TV

Note) The nation—wide single broadcasting of KBS2 and EBS UHD will start according to the KBS regional broadcasting
schedule after first launching in the Seoul metropolitan area. Gyeongin KBS to start UHD broadcasting after the end
of HD broadcasting.

In stage 1, KBS, MBC, and SBS will launch terrestrial UHD broadcasting officially
starting with the Seoul metropolitan area in February 2017, a year before the
Pyeongchang Winter Olympics (September 2017 for EBS). In stage 2, terrestrial UHD
broadcasting starts in other metropolitan cities and in and around the venue of the
Pyeongchang Winter Olympics in December 2017, followed by stage 3 when the service

is phased in for cities and counties from 2020 to 2021.

In consideration of this schedule, the Commission will decide on standards for
terrestrial UHD broadcasting and reallocation of 5 channels in 700MHz frequency

bands and DTV bands by June 2016, providing frequencies to service nationwide UHD
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broadcasting. Furthermore, the Commission will complete relicensing to terrestrial
UHD broadcasting business operators for Seoul metropolitan area by the end of 2016.
UHD broadcasting and HD broadcasting will transmit programs in synchronization to
ensure that subscribers to either service experience no discrimination. For a stable ex—
pansion of UHD content creation, the Commission will recommend the minimum pro-—
gramming ratio of UHD broadcasting and increase the ratio gradually. Terrestrial
broadcasting business operators will invest KRW 6.8 trillion in UHD facilities and con—

tent production for 12 years from 2016.

Chairman Choi Sung—joon said “As the introduction of terrestrial UHD has ensured
access to quality broadcasting content which is clearer and more vivid for all, viewers’

media welfare will be further enhanced.”

| Figure IM— 10
I

Characteristics of terrestrial UHD broadcasting

W Y ( 1
Ultra picture quality TV 5 : /’/;{///2 Advanced additional service

= 4 times sharper than HD = Fixed - mobile broadcasting service = IP-based two-way - customized service
= Realistic and immersive broadcasting = Signal reception both indoors and outdoors = Diverse added content and disaster information

Fixed signal Mobile signal UHD VOD service
reception reception 4
ﬂ Viewer-customized additional

services (program information)

[___HD | 4KUHD Diseister At seics
1920x1,080 | 3,840x2,160

2. Improving Regulations on Broadcasting Advertisement and Industry
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a. Easing Regulations on Broadcasting Advertisement

In the plenary session held in April 2015, the Commission resolved the partial

amendment to the "Enforcement Decree of the Broadcasting Act; to improve regu—
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lations on broadcasting advertising. As a result, the broadcasting advertising market
faced the most extensive change in 42 years after barrier regulations on broad—

casting advertisement were introduced in 1973.

The current barrier regulations on broadcasting advertisement have been in enforcement
since 1973. For terrestrial broadcasting, in particular, the regulations have been tighter
with allowed content, hours, or times under strict control. The broadcasting advertisement
regulations have been criticized for being too complex and inflexible, making it harder

to secure human resources which are essential to creating content to boost Korean Wave.

Comparison of advertisement regulations between terrestrial and paid broadcasting

Classification Terrestrial broadcasting Paid broadcasting
e Individual regulations by advertisement formats | ® Gross cap regulation of advertising time
Advertisement | (10 minutes per hour) (10 min. on average, maximum of 12 min.)
organization — CM (10/100), SB (3 min.), Subtitle (40 sec.),| — Regulations on certain formats (SB,
Time signal (20 sec.) Subtitle Ad)

Meanwhile, in the US and Canada, markets are responsible for self—regulation while
most European countries such as the UK and Germany and China operate gross cap
system. On the other hand, it has been pointed out that Korea has a much stricter set

of broadcasting advertisement regulations.

Regulations on broadcasting advertisement in foreign countries

Countries Regulation type Detail

. e Self—execution of advertising without regulations
US, Canada ® No regulations . 8 &l
e Self—regulation by market

12 min. or shorter (20%) of the total broadcasting

EU e Daily gross cap system
hours
. e Private : 7 min. per hour, up to 12 min.
UK e Daily gross cap system . . .
— peak time(8p.m.~11p.m.) : up to & min.
. e Public : 6 min. per hour, up to 8 min.
France e Daily gross cap system

— No ad allowed between 20p.m.~06a.m.
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Countries Regulation type Detail
e Private : 9 min. on average per hour, up to 12 min.

e Public : up to 20 min. a day

German e Daily gross cap system . .
y Ve P sy e Private : up to 12 min. per hour

. . e Private : less than 18% of weekly broadcasting
e Public : No advertisement resources
Japan . . hours
e Private : Weekly gross cap system - .
— Autonomous guidelines by private operators

e Public : around 14% per hour

Ital e Daily gross cap system .
Y Ve b sy e Private : around 20% per hour

e Public : Annual gross cap system | e Public : 6.5% per year, up to 15% per day

Netherlands . . .
e Private : Daily gross cap system |e Private : up to 15% per day
. e Public : Annual gross cap system | e Public : 2.92% per year, up to 20% per day
Austria . L. . . . .
e Private : Daily gross cap system | e Private : up to 15% of daily broadcasting hours
Sweden e Daily gross cap system e Up to 10% per day, up to 8 min. per hour
Denmark e Daily gross cap system e Up to 15% per day, up to 12 min. per hour
Finland e Daily gross cap system e Up to 15% per day, up to 20% per hour
China e Daily gross cap system ® 12 min. per hour, up to 18 min. of prime time
Tai e Public : Advertisement not allowed | ® Private : up to 15% of the total broadcasting
alwan . .
e Private : Daily gross cap system hours
Singapore e Daily gross cap system e Up to 14 min. per hour

The advertisement gross cap system, introduced by amending the Enforcement
Decree of the Broadcasting Act; , regulates the gross broadcasting advertisement hours
instead of imposing separate limits on advertising hours or number of times. Under the
broadcasting statutes, broadcasting advertisement was broken down into 7 formats
including ‘Program Ad (CM)’ inserted before and after each program, ‘Station Break Ad’
shown between programs, and ‘Subtitle Ad’. However, after the gross cap system,
broadcasting business operators are allowed to program the number of advertising

times and hours independently.

Overview of the Gross Cap Regulation of Advertising Time
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For terrestrial broadcasting, ‘the Gross Cap Regulation of Advertising Time per pro—
gram running time was introduced, allowing advertisers to organize advertisements
from an average of 15/100 to 18/100 per hours of broadcast programs. In the case of
paid broadcasting, the Commission reformed the time regulation into the ‘Gross Cap
Regulation of Advertising Time per program running time’, which ensures an average

of 17/100 to 20/100 of program broadcast hours.

Before and after the Gross Cap Regulation of Advertising Time (Unit : per hour)

%/%%%%MW/&%M

Terrestrial . ; 9 min. on average, up to 10 min. 48 sec.
broadcasting 10 min. on average, up to 10 min. (Up o 9 min. for program advertisement)
broagggsting 10 min, on average, up to 12 min, 10 min. 12 sec. on average, up to 12 min.

Key elements of the amendment by the Commission to the ™Enforcement Decree of

the Broadcasting Act; 1is as follows:

Key elements of amendment to the "Enforcement Decree of the Broadcasting Act; for policy
improvement of broadcasting advertisement

Classification Key elements Remarks
e Introduction of the Gross Cap Regulation of Advertising Time and
adoption of the Gross Cap Regulation of Advertising Time per

. . Terrestrial TV
program running time

Advertisement . . L Up to 15/100 for
— Terrestrial broadcasting, etc. : 15/100 of program running time on P /
hour program
average, up to 18/100 advertisement
— Paid broadcasting, etc. : 17/100 of program running time on
average, up to 20/100
* Expansion of approved genres ‘Culture’ genre
. — Sports match relay — sports match relay, entertainment, Sports news g
Virtual . . . excluded in the
advertisement e Expansion of approved hours (paid broadcasting, etc.) advance legislation
— 5/100 — 7/100 of program running hours noticge
e Terms 