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Message
from the Chairman

The Korea Communications Commission (hereinafter referred to as
‘the KCC’) launched its fourth term with the vision of ‘Broadcasting

and Telecommunications that Centers on the Public’ in 2017.

In order to realize its vision, the KCC was committed to enhancing
impartiality and public interest in broadcasting by implementing an
unbiased licensing re-approval process, establishing a swift and accurate
disaster broadcasting system, and expanding support measures to

small and local broadcasting programs.

To protect user rights, the KCC strengthened the criteria for penalties
in cases of personal information leakage and also strived to stabilize
the telecommunications market after the abolishment of the handset
subsidy cap. The KCC also developed measures regarding broadcasting
production outsourcing to redress unfair power dynamics that exist in

the industry.



To propel sustainable growth in the broadcasting and telecommunications
industry, the KCC introduced terrestrial UHD broadcasting service and
tailored Internet education in order to narrow the media gap. The
KCC also expanded cyber ethics education, including a program on cyber

bullying, to combat the adverse effects of the Internet.

The annual report includes the endeavors and policy achievements
of the KCC over the last year in order to meet the needs of the public

in a rapidly changing broadcasting and communications environment.

Moving forward, by laying the foundation to ensure a fair and competitive
environment, and a win-win for all parties involved, the KCC pledges
to deliver high quality broadcasting and telecommunications services
that ensures that the channel of communication with the people remains

open.

As always, your continued support and encouragement is greatly

appreciated.

Thank you.

March 2018

Lee Hyo-seong

Chairman, Korea Communications Commission



KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT




KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT

Broadcasting and -
Communications
Policy
Accomplishments
presented in Graphs






The broadcasting and communications industry is making
continuous contributions to the growth of the national economy.

@ The sales of the domestic broadcasting services and communications services in 2017
recorded KRW 17.1 and KRW 45.5 ftrillion, respectively.

@ |ICT service exports and the trade balance have grown since last year, thus continuously
contributing to the national economic growth.

Sales of the broadcasting service market Sales of the communications service market

(Unit : KRW 1 trillion) (Unit : KRW 1 trillion)

2015 2016 2017¢ 2015 2016 2017¢

Note) E : Estimate Note) E : Estimate

ICT trade balance
(Unit : USD 100 million)

ICT industry export amount
(Unit = USD 100 million)

2015 2016 2017 2015 2016 2017

Note) Ministry of Trade, Industry and Energy, Ministry of Science and Note) Ministry of Trade, Industry and Energy, Ministry of Science and
ICT(2018) ICT(2018)
Domestic broadcasting ad sales ITU’s IDI ranking

(Unit = KRW 1 trillion) (Unit : Rank)

2015 20167 2017° 2015 2016 2017

Note) P : Preliminary, Korea Association for ICT Promotion(2017) Note) Ministry of Science and ICT(2017)
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iv

The foundation for Industry vitality has been created by
expanding broadcasting and communications services.

@ Broadcasting and communications convergence services have been revitalized with the
continued increase in subscriptions to paid IPTV and broadband.

® Wireless data traffic has grown by 22.3 % from last year, while the number of LTE
subscribers went up to 5,044.

Pay broadcasting subscribers IPTV subscribers

(Unit : Ten thousand people) (Unit : Ten thousand people)

il

Dec. Jun. Dec. Jun, Dec. Jun. Dec. Jun,
2015 2016 2016 2017 2015 2016 2016 2017
Note) based on CATV, satellite, IPTV subscribers, Ministry of Science Note) Ministry of Science and ICT(2017)

and ICT(2017)

Number of broadband Internet users

Number of Internet users
(Unit : Ten thousand people) (Unit : Ten thousand people)

2015 2016 2017

2015 2016 2017

Note) Korea Internet & Security Agency(2017) Note) Ministry of Science and ICT(2017)

Number of LTE subscribers Wireless data traffic

(Unit = Ten thousand people) (Unit : TB)

\\\ 270,410
@ 189,657

2015 2016 2017

330,59

2015 2016 2017

Note) Ministry of Science and ICT(2018) Note) Traffic by wireless technologies(2G, 3G, 4G, WiBro, Wi-Fi) as of December
of each year, Mnistry of Science and ICT(2018)
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Content competitiveness of regional and small broadcasting
has been enhanced to invigorate local services.
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@ The Commission has strengthened the quality of local broadcasting services through a
number of policies that will support regional, small and medium broadcasting providers
while expanding production support for regional and small broadcasting providers.

S)USIU0D

@ The Commission has raised viewer satisfaction by providing the regional audience with
quality shows and increasing subsidies that will meet productions costs for productions
for the disabled by regional broadcasting service providers.

Grants for regional and small broadcasting Number of shows by regional and small
program productions broadcasting services that received grants
(Unit : KRW 100 million) (Unit : Show)

I

2015 2016 2017 2015 2016 2017
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Viewers’ satisfaction with shows which Grants provided to regional terrestrial
received subsidies broadcasting to produce shows for the disabled
(Unit : Point) (Unit : KRW 1 million)
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Vi

Viewers’ rights have been promoted by expanding user access
to broadcasting.

© The Commission has expanded public access to the Viewers' Media Centers in order
to boost viewers' engagement and offered media education for young students to nurture
their creativity and motivation to study.

® By providing broadcast receivers for the visually or hearing impaired and supporting broadcast
programs for the disabled, the Commission has committed itself to improving access
to broadcast services for those who previously experienced disadvantages.

Number of programs using the Viewers’ Media

Number of users of the Viewers' Media Centers

Center facilities
(Unit = Ten thousand people) (Unit : Show)

g1l sl

2015 2016 2017 2015 2016 2017
Number of schools to participate in free Number of students to participate in free
semester media education semester media education
(Unit = Number of schools) (Unit : Person)

2015 2016 2017 2015 2016 2017

Provision of broadcasting receivers for V|suaIIy Ratio of operators to meet the programming

or hearing impaired people requirements for disabled people
(Unit : 10,000) (Unit = %)

will Bl

2015 2016 2017 2014 2015 2016

Note) Ratio for 2017 to be evaluated in 2018
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A healthy Intemet user environment has been created by carrying
out a variety of activities.

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

® 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 ethics
education
(Unit : Person) (Unit : Visitor)

Number of Internet ethics education centers

166,600 497,243

{// 264,360

439,317

150,764
141,351

2015 2016 2017 2015 2016 2017

Number of schools of the Group of Korea Number of schools to run the Secure Cyber
Internet Dream Star Zone

(Unit : Number of schools) (Unit = Number of schools)

2015 2016 2017 2015 2016 2017
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viii

The Commission has strengthened privacy protection and improved
the broadcasting and communications service environment
for users.

@ The Commission has enhanced transparency in personal information usage by deleting
the social security numbers of local and overseas websites by up to 94.6 % and recording
a spam filtering rate of up to 84.2 %.

@ The number of spam mails and mobile messages received by an average user recorded
0.41 and 0.09, respectively, as a result of the Commission’s endeavors to protect users.

Deletion rate of citizen’s registration number by Spam message blocking rate of three mobile
local and overseas websites communications carriers
(Unit = %) (Unit : %)

Whalf 20¢half 1%half 2vhalf 1% half
2015 2016 2017 of 2015 0of2015 of2016 of2016 of2017

Note) Ratio of the number of websites that deleted the registration
number to those where numbers are exposed

E-mail spams received Mobile spam messages received

(Unit : Cases) (Unit : Cases)

>

2014 2015 2016 2017 2014 2015 2016 2017
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1. Trends in the Global Macro Economy and Broadcasting and
Communications Markets

The global economy in 2017 recorded a growth rate of 3.6 %, up 0.5 %p from 2016
thanks to the economic recovery of advanced nations. While the economic recovery
in developed countries has impacted emerging economies through trade and investment
routes, a significant rise in resource prices are considered to be a major factor in stimulating

economic growth.

By major countries, the U.S. economy grew 2.2 percent in 2017 thanks to achieving
steady growth in private consumption amid a strong job market, improved export performance
following a weak currency turnaround, and restored corporate investment. With a growing
domestic demand and a recovering export market, the Euro region grew 2.4 percent
in 2017 as the political uncertainty triggered by Brexit eased in 2016. Japan showed
a 1.5 percent growth rate thanks to domestic demand led by increasing private consumption
and public investment in 2016. On the other hand, emerging economies achieved a
steady growth compared to 2016 in efforts to obtain fiscal solidarity to support government
spending including infrastructure investments, and resource rich countries such as
Russia and Brazil enjoyed economic growth thanks to the stabilization of prices for

international raw materials.

The global economy is expected to pick up slowly in 2018 due to fiscal and industrial
programs pursued by advanced nations including China, Canada and US, and an extended
quantitative easing(QE) program in Europe, while there are risk factors noted: rising

protectionism, vulnerable financial market, potential instability from interest rate

1) Written based on OECD(2017), IMF(2017), Ministry of Strategy and Finance(2017), Korea Institute of Economy(2017)
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changes, the gap between market value and economic activity.

The Organization for Economic Cooperation and Development expects that the global
economy will grow 3.7 percent in 2018, 0.1 percent higher than the 3.6 percent in 2017.
The United States is expected to see a growth rate from 2.2 percent in 2017 to 2.5
percent in 2018 due to increased domestic demand and quantitative expansion. Europe
is predicted to grow 2.1 percent, a drop of 0.3 percent from 2017, with youth unemployment
and financial vulnerabilities that might affect an economic slowdown in some countries
the contributing factors. In China, GDP growth is expected to be 6.6 percent in 2018, down
from 6.8 percent in 2017, as the country reduced its dependence on foreign countries and

achieved a transition to the heavy industry.

Trends and forecasts of worldwide economic growth (Unit : %)
World 3.1 3.6 3.7 3.2 3.6 3.7
us 1.5 2.2 25 1.5 2.2 2.3
Advanced Eurozone 1.8 24 2.1 1.8 2.1 1.9
countries Japan 1.0 1.5 1.2 1.0 1.5 0.7
Korea 2.8 3.2 3.0 2.8 3.0 3.0
Brazil A3.6 0.7 1.9 AN3.6 0.7 1.5
Emerging China 6.7 6.8 6.6 6.7 6.8 6.5
countries India 7.1 6.7 7.0 7.1 6.7 7.4
Russia A0.2 1.9 1.9 N0.2 1.8 1.6

Note) A : reduction
Sources) OECD(2017), OECD Economic Outlook / IMF(2017), World Economic Outlook

In 2017, with robust semiconductor exports and increased corporate investment,
Korea enjoyed 3.2 % economic growth, recording a 3 % growth rate range in three years,
thanks to the global economic recovery in the second half of the year and supplementary
budget effect, which exceeded the original estimate (3.0 %).

The Korean economy is expected to see opportunities resulting from a broader export
recovery including major business sectors such as semiconductors and a government
led innovative growth plan. However, risk factors are still pointed: an increase in financial
costs due to an increase in the minimum wage, higher corporate tax resulting in sluggish

investments, and geopolitical tensions.



Despite the slowdown in construction and investment, the OECD predicts that
Korea's economic growth in 2018 will reach 3.0 %, through recovery in global trade
and global fiscal expansion policies. On the other hand, domestic institutions forecast
that the country will see a 2.9 to 3.0 percent growth rate through the economic phase

in which investment is slowing but consumption and exports are recovering.

Forecast of domestic economic growth (Unit : %)

Economic growth rate 3.2 3.0 3.1 2.9 3.1 2.9
Sources) Ministry of Strategy and Finance(2017), BOK(2017), KDI(2017)

In 2017, the global IT industry grew due to the global economic recovery and expansion
of telecommunications devices and SW market. According to Gartner (2017), the global
IT market in 2017 increased by 3.4 % to USD 3.73 trillion from 2016. In greater detail,
devices grew 5.7 %, 4.7 % for the data center system, and 8.9 % for SW, respectively from
2016.

The IT market in 2018 is expected to see a 3.9 % growth rate from 2017 to reach
USD 3.87 trillion. It is predicted that the communications services and SW will lead

the overall IT market development in terms of size and growth rate.

Size of the global IT market (Unit = USD 1 billion)

Appliances 631 667 704 N2.3 % 5.7 % 55 %

Data center systems 170 178 179 N0.6 % 47 % 0.6 %

SW 326 355 389 52 % 8.9 % 9.6 %

IT services 894 933 985 32 % 4.4 % 56 %

Communications 1,580 1,592 1612 0.5 % 0.8 % 12 %
services

Total 3,601 3,725 3,869 6.3 % 34 % 39 %

Note) Based on consumption, A : reduction
Source) Gartner(2017)
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In 2017, the global broadcasting service market recorded USD 315 billion in volume
based on 937 million paid TV subscribers, which is a 4.5 % growth from 2016.

The growth in the broadcast service market is driven by the increasing number of
new subscribers in emerging countries, along with an increase in the overall rate.
Meanwhile, the volume of the broadcasting service market in 2018 is expected to reach
USD 332 billion, which is 5.5 percent higher than 2017.

Global broadcasting service market (Unit : 1 million people, USD 1 billion)
Number of paid TV subscribers 885 937 962 32 % 59 % 27 %
Paid TV service 275 282 290 3.7 % 25 % 2.7 %
Market| Subscription based VOD service 15 19 27 42.7 % 33.3 % 39.1 %
volume|  Pay-Per-View VOD service 12 14 15 22.0 % 15.3 % 16.2 %
Total 302 315 332 5.7 % 45 % 5.5 %

Note) Based on consumption, A : reduction
Source) Gartner(2017)

Gartner (2017) indicated that when it comes to the global telecommunications service,
the wired market in 2017 would likely dwindle 1.0 % compared to 2016, while the wireless

market would grow 1.8 % thanks to a continued increase in subscribers and traffic.

Forecast of the global communications market (Unit : USD 1 billion)

Wired Bu§ihess 282 276 270 N2.3 % N2.2 % N2.2 %
service Individual 297 297 298 N0.8 % 0.0 % 0.3 %
Sub total 579 573 568 A1.5 % A1.0 % AN0.9 %

Wireloss Business 297 301 307 2.7 % 1.4 % 1.9 %
service Individual 704 718 737 1.4 % 2.0 % 2.7 %
Sub total 1,001 1,019 1,044 1.7 % 1.8 % 24 %

Total 1,580 1,592 1,612 0.5 % 0.8 % 1.2 %

Note) Based on consumption, A : reduction
Source) Gartner(2017)

Worldwide mobile traffic in 2017 rose by 3,931 PB per month from 2016, reaching
11,002 PB/mon, and is expected to grow at an average annual rate of 61.2 %, recording

47,804 PB/mon by the year 2021. By mobile communication devices, smartphone traffic is



leading the overall traffic (82.8 % as of 2017), and the rapid growth of M2M stands out.
Cisco (2017) predicts that the share of traffic taken up by 4G (LTE) technology overall
will go up from 69 % in 2016 to 79 % in 2021, and the share of 5G traffic will stand
at 1.5 % in 2021.

The mobile phone market is formed based on 4G mobile communication(LTE), in

the same way that the traffic is shared by technology.

Forecast of subscribers to mobile communications global data traffic (Unit : PB/Mon)

) Mobile phone 106.9 134.6 262.9 25.9 % 25.2 %
Data wraffic of =g - tohone 57491 | 91008 | 410326 585 % 63.4 %
Comﬁ:’i!gﬂons Mobile, tablet PC 10506 | 14792 | 4337 39.6 % 422 %
service M2M 154.3 277.7 1,376.9 80.0 % 72.8 %
Others 0.9 0.6 0.6 A34.2 % A7.8 %

(PB/mon)
Sub total 7,070.8 11,002.0 47.804.2 55.6 % 61.2 %
2G 0.0 0.0 0.0 - -
Number of mobile 2.5G 21.7 12.8 0.0 ANA1.0 % -
devices shipped 3G 245.2 186.0 116.3 A24.1 % A17.0 %
(million) 4G 1,206.6 1,336.0 1,657.8 10.7 % 8.3 %
Sub Total 1,473.5 1,634.8 1,774.1 4.2 % 43 %

Note) A : Reduction
Source) Cisco Mobile VNI(2017), IDC(2017)

2. Korea Broadcasting and Communications Policy Environment

With the growth of mobile phones and digital TVs, the production of broadcasting
and communication devices will rise 1.3 %, recording KRW 78.6 trillion in 2017, after

overcoming economic recession in 2016.

On the other hand, the volume of exports is estimated at USD 36.8 billion, 1.7 % higher
than 2016, mainly because of enhanced product competitiveness despite the slowdown

in the global smartphone market and intensifying competition.
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Trends of production and export volume of the domestic

broadcasting and communications equipment (Unit © KRW 1 trillion, USD 1 billion)

Communications| | 318 63.9 271 64.5 276 | 09% | 18%
devices

Broadcasting
: 14.4 85 13.7 9.1 14.1 92| 29% | 11%
devices
Total 85.5 403 776 362 786 68| 13% | 17%

Note) P : Preliminary
Sources) Korea Association for ICT Promotion(2017), Korea Electronics Association(2017), KISDI(2017)

The sales of broadcasting services by Korean broadcasters is estimated at KRW 16.2
trillion, 1.9 % higher than 2016. In greater detail, terrestrial broadcasting sales is predicted
to drop slightly over 2017, with a drop in advertising sales which is the biggest source
of revenue being a significant factor. In the mid and long term, terrestrial broadcasting
advertisement sales is expected to decrease as the market is intensifying with other media
outlets, but is predicted to be around KRW 4 trillion thanks to the launch of the UHD

broadcast and the improvement of the next-generation broadcasting environment.

Paid broadcasting is expected to generate KRW 5.6 trillion in revenue, similar to
that of 2016. The broadcasting channels business is expected to grow continuously
as the broadcasting channel businesses including MSP, general service PPs have increased
their capability in content development, drawing more viewers, thus leading to an increase

in sales of broadcasting advertisements.

Forecast of the domestic broadcasting service market sales (Unit : KRW 1 trillion)

Broadcasting services 15.9 16.2 16.7
(growth rate over the previous year) (3.8 %) (1.9 %) (3.1 %)
Terrestrial 4.0 3.9 4.0

Paid broadcasting 5.5 5.6 58

CATV business 6.4 6.7 6.9

Note) E : Estimate

Sources) 2016 Survey on broadcasting Industry (2016) / forecast by KISDI (2017-2018)




In 2017, the domestic advertisement market in total sales stood at KRW 12.10 trillion,
up 2.6 % from 2016. As of 2017, the mobile phone accounts for the largest portion
of the domestic advertising market with 18.6 %, followed by Internet advertisement(18.0 %),
cable PP(17.0 %) and terrestrial TV(13.7 %). The sales volume of broadcast advertisements
rose 0.9 % from 2016 to KRW 4.14 trillion, considered to be due to a sales increase
in cable PP, satellite broadcasting and IPTV. The sales of terrestrial TV broadcasting
in 2017 amounted to KRW 1.65 trillion, a 6.6 percent decrease from last year of KRW
1.77 trillion, while mobile ad sales stood at KRW 2.25 trillion, on a steady increase
of 13.5 % from 2016. While the mobile ad market is expanding rapidly, the broadcasting

(terrestrial) advertising market is sluggish, following the global trend.

Trends of the domestic advertisement market sales (Unit = KRW 100 million)
Terrestrial TV 17,693 16,529 16,340 N6.6 % 0.7 %
Terrestrial DMB 81 80 80 AT % AN0.2 %
Cable PP 18,951 20,534 20,700 8.4 % 0.8 %
, Cable SO 1,346 1,338 1,315 AN0.6 % AT %
Broadcasting
IPTV 846 887 909 49 % 25 %
Satellite broadcasting 283 465 500 64.3 % 75 %
Radio 1,856 1,584 1,399 A14.7 % A11.7 %
Sub total 41,056 41,417 41,243 0.9 % N0.4 %
Internet 21,731 21,715 21,397 AN0.1T % A1.D %
Online Mobile 19,816 22,498 25,446 135 % 13.1 %
Sub total 41,547 44,213 46,843 6.4 % 5.9 %
Newspaper 15,275 15,246 15,276 N0.2 % 0.2 %
Printed Magazine 4,524 4,879 4,74 7.9 % N2.8 %
Sub total 19,799 20,125 20,017 16 % AN0.5 %
Outdoor 10,885 10,632 10,334 A2.3 % A28 %
DM 867 883 885 1.8 % 0.3 %
oth Life information 1,579 1,536 1,462 N2.7 % AL9 %
ers
Job information 344 319 319 A7.3 % 0.0 %
Sub total 2,790 2,738 2,666 A1.8 % A2.6 %
Broadcasting production 1,860 1,839 1,929 A11T % 49 %
Total 117,937 120,964 123,031 2.6 % 1.7 %

Note) E: Estimate, A: reduction
Sources) MSIT, KOBACO (2017)
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The number of paid broadcasting (general service, satellite broadcasting, and IPTV)
subscribers in 2017 reached 30.28 million, up 1.1 % from 2016, surpassing the 30 million
mark for the first time, but market growth is still slowing down. By media, the number
of subscribers for the general service stood at 13.94 million people (accounting for 45.8
%), 13.13 million for IPTV (43.7 %), and 3.21 million for satellite TV(10.5 %).

Trends of paid broadcasting TV subscribers (Unit : Ten thousand people)

Paid broadcasting 2,818 2,996 3,028

(growth rate over the previous year) (3.0 %) (6.3 %) (1.1 %)
General service 1,373 1,389 1,394

Satellite 309 308 321

IPTV 1,136 1,289 1,313

Note) * as of Jun, 2017
Source) 2016 Report on the status of the broadcasting industry(2017), Ministry of Science and ICT(2017)

The sales of the telecommunications services in 2017 is estimated to be KRW 45.5
trillion, up 1.1 % from 2016. It is expected that the demand for wired services will continue
to decline due to a decrease in the sales of wire phones, and the switchover to other
devices. In the meantime, the broadband network will continuously dwindle due to the
rising combined services, while the wireless communications services is expected to

increase slightly as demand for data and LTE plans improved.

Communications service market sales volume2 (Unit : KRW 1 trillion)

Communications services* 45.0 455 46.4
(Growth rate over the previous vyear) (2.4 %) (1.1 %) (1.8 %)
Wired communications service 1.3 10.8 10.4
Wireless communications service 24.4 24.9 25.6

Note 1) P: Preliminary, E: Estimate

Note 2) * Sales volume of communications service came from that of wired/wireless service and lease/resale of line equipment, and
other services combined(recruiting, broking and additional services), wired and wireless communication services are shown

Source) KAIT for 2016 (2017) / KISDI for 2017~2018 forecast (2017)

2) With the introduction of the 2017 ICT integrated classification, the statistics of the communications services includes
wired/wireless service, resale and broking service. The other communications services are incorporated into a wire
service or part of information service.



The number of mobile-phone subscribers in 2017 stood at 63.66 million, up 3.8 percent
from 2016. The number of smartphone subscribers rose to 48.61 million in 2017, accounting
for 76.4 % out of the total subscribers from 46.42 million in 2016. Considering the trend
for line increase, the number of net lines for the Internet of Things is surpassing that
of mobile phone lines, suggesting that the IoT is contributing to the growing number

of mobile subscribers.

Number of subscribers to mobile phones and smartphones (Unit : Ten thousand people)
Mobile phone subscriber 5,894 6,130 6,366
(Growth rate over the previous year) (2.9 %) (4.0 %) (3.8 %)
Type Smartphone 4,367 4,642 4,861
Mobile phone 999 848 744
Mobile phone 5,366 5,490 5,605
Usage loT 428 539 660
Others 100 101 101

Source) Reconstruct data provided by the Ministry of Science and ICT(2017) on the number of mobile subscribers

Based on the current status of the lines by mobile communication technologies, only
the number of LTE subscribers has increased among others to CDMA, WCDMA and
LTE. As of 2017, the number of LTE subscribers account for about 50.44 million, accounting
for 79.2 percent of the total.

Trends of mobile phone subscribers by technology (Unit : Ten thousand people, %)
CDMA 47 8.0 355 5.8 256 4.0 A27.9
Type WCDMA 1,254 21.3 1,144 18.7 1,066 16.8 6.8
LTE 4,169 70.7 4,631 75.5 5,044 79.2 8.9
Total 5,894 100.0 6,130 100 6,366 100.0 3.8
Mobile phone| 5,366 91.0 5,490 89.6 5,605 88.0 2.1
loT 428 7.3 539 8.8 660 10.4 225
Usage
Others 100 1.7 101 1.6 101 1.6 0.0
Total 5,894 100 6,130 100 6,366 100.0 3.8

Note) A : reduction
Source) Reconstruct data provided by the Ministry of Science and ICT(2017) on the number of mobile subscribers

(
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With the introduction of smart phones, the 4G mobile-phone market, and various
phone plans, domestic mobile phone traffic is growing rapidly. Mobile communications
generate 287,438 TB/mon on average, meaning they consume 36.2 % more traffic than
2016. When it comes to device type, 3G/4G smartphones make up 99.9 % of the traffic,
and 4G smartphones account for 99.5 percent, suggesting that the 4G(LTE) phone is
leading the market not only in the number of subscribers, and type of device, but also

the trend for mobile traffic.

Trend of mobile traffic by wireless technology (Unit = TB/Mon)
2G/3G mobile 46 31 32 A32.6 % 32 %
Device 3G smartphone 3,941 1,941 1,359 A50.7 % AN30.0 %
type 4G smartphone 139,168 209,071 286,046 50.2 % 36.8 %
Total 143,155 211,043 287,438 474 % 36.2 %
2G 6 7 5 16.7 % N28.6 %
3G 3,980 1,965 1,386 A50.6 % A29.5 %
Technology 4G 140,305 211,682 290,379 A50.8 % 372 %
by generation WiBro 3,869 3,058 1,885 A21.0 % A38.4 %
WiFi 9,473 11,742 14,862 24.0 % 26.6 %
Total 157,633 228,354 308,517 449 % 351 %

Note) A: Reduction
Source) Reconstruct data provided by the Ministry of Science and ICT(2017)

Since July 2011, when the wholesale provision of the telecommunications services
was implemented, the number of MVNO subscribers has continued to rise thanks to
the operators’ efforts in addition to government led policies in an attempt to reduce
the wholesale prices and spectrum service fees, and allow the post office to take up

the role as a sales agent.

In 2017, the MVNO has attracted 7.52 million subscribers, an increase of 10.0 % from
2016, accounting for 12.0 % of the total mobile phone market. As of June 2017, 43

MVNOs have secured subscribers, revitalizing the mobile market.



Figure 1 -1 | Trends of MVNO service subscribers (Unit : Ten thousand people)

752
684
592
458
248
= .
2012 2013 2014 2015 2016 2017

(Unit : Ten thousand people)

G wth rat
Classification 2012 2017 - o
2016~2017

Subscribers 10.0%
Source) Ministry of Sclence and ICT(2017)

b. Changes in the Broadcasting and Communications Policy Environment

The broadcasting and communications services market was KRW 61.4 trillion (KRW
16.2 trillion broadcasting and KRW 45.2 trillion for communication) in 2017, a 1.3 %
increase from 2016. The general and paid broadcasting service segment is growing,
but the broadcasting service market as a whole has slowed down due to mobile based

viewership.

The existing telecommunications service market is saturated with wired and mobile
phones. However, the development of IT-based new industry services, such as Big Data,
Internet of Things(IoT), and O20 services, serves as a growth engine in the tele-

communications market.

The share of terrestrial broadcasting is on the decline, while the influence of new
media such as the Internet, mobile, and IPTV is expanding. Therefore, it is required to
establish policies to promote the broadcasting industry: including improving the advertiserment
institutions, encouraging fair competition and mutual cooperation among broadcasting
operators, and introducing new broadcasting services such as UHD and MMS. Furthermore,

it is necessary to enhance the vitality of the broadcasting market by providing support

KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT 2017
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for business operators to advance into overseas markets in an effort to pave the way
for international cooperation and secure funding for the production of Korean Wave

broadcasting contents.

Competition is overheating for the broadband Internet and wired and mobile phones
market, that will lead to stagnant growth in the industry. Under the circumstances, user
damage prevention is required to a greater degree. On the other hand, 2017 is the first
year that the foundation for future communication networks was laid. Fifth-generation
(5G) mobile communication has established a roadmap for commercial use and produced
significant achievements including the establishment of the next-generation Internet
of Things(IoT) nationwide network. Although it did not bring tangible financial results
immediately, the communication for next generation is expected to serve as a key
infrastructure leading the fourth industrial revolution and also solidify the foundation

for strengthening the nation’s future competitiveness.

In the broadcasting and telecommunications market, media production and consumption
is diversified as a result of the development of UHD broadcasting and the advancement
of broadcasting service providers into the OTT market, the expansion of a single person
show using MCN and SNS, and combined services. To address the issue of a saturated
market, broadcasters are moving into new forms of business such as online video services(OTT)
and virtual reality(VR). The share of the OTT service is expected to increase in the
local broadcast market as more viewers display a preference for watching the program
they like in one time. As more viewers tend to watch programs through the internet
and mobile phones, the convergence of broadcasting and communication services, such
as OTT and web contents, are constantly generating new media services. Thus it is required
to put in place future oriented regulatory measures in order to close the media gap

and ensure fair competition in the market.

As intelligence information services such as Big Data and the Internet of Things (IoT)
began to kick into high gear, the expectation was that more new IT-based business
services would be introduced and user protection would be further complicated. With
various telecommunications services and the newly introduced services, the number
of user damages increases. Therefore, there is a requirement to create an environment

for improving the relevant institutions and user protection. Meanwhile the use of personal



information services spreads across all sectors, which clearly indicates the need to
strengthen international cooperation in response to the expansion of global services

along with preemptive efforts to strengthen privacy protection.

sydess ur pajuasald sjuswysiidwodny
Ao1j0d SUOREIIUNWILLOY) pUe SUNSedpeoig

S)USIU0D

JuswuolAug Adljod

suonedUNWWO) pue Sunsedpeolg

UOISSIWLWOD) Ssuonediunwiwo) ealoy

31 JO SaAIIBIQO AJ1j0d pue snieis

/10T 1e3A 3y} Jo sawodinQ Adljod
SUOIIBIIUNWWOY) pue Sulisedpeolg

xipuaddy

KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT 2017 15



KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT




KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT

Status and Policy - -
Objectives of the
Korea
Communications
Commission







1. Overview

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

responding to the convergence between broadcasting and communications sectors.

The key functions of the Commission include the formulation and implementation
of policies pertaining to terrestrial broadcasting, a 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 development and implementation
of wide-ranging measures aimed at protecting users and their personal information,
preventing the circulation of illegal or harmful information, the arrangement of broadcasting
commercials, the formulation and enforcement of policies on programming and evaluation,

and the development of policies for media diversification.

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

the Collegiate System.

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 of while other two are recommended by other negotiating bodies
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The Commission is responsible for the enforcement of the statutes listed in the table

below:

Laws under the jurisdiction of the Commission

_ * Legal basis for the foundation, organization, and Enacted on
FAct on the Establishment and o .
0 (;r;[?on sf ti; Kire::en an administrative structure of the Commission Feb. 29, 2008
Cp cations C e * Duties and operational methods of the Commission Amended on
ommunications Lommission, and organization of review committees Dec. 22, 2015
e Establishment of basic policy directions and plans for
. broadcasting and communications Enacted on
"Framework Act on Broadcasting . ) : . Mar. 22, 2010
o e Disaster management in broadcasting and communications
Communications Development, . L Amended on
and the establishment of the Broadcast Communications Jul. 26. 2017
Development Fund Y
* Freedom and independence of broadcasting
. . . . Enacted on
programming and public responsibility of broadcasting
. . : Jan. 12, 2000
Broadcasting Act, services Amended on
e Licensing, re-licensing, §pprova|/perm|s§|on or Jul. 26, 2017
re—approval of broadcasting service businesses
e Capital and investments of the Korea Educational Enacted on
"Korea Educational Broadcasting System Jan. 12, 2000
Broadcasting System Act, e Appointment of officers and the composition of the Amended on
board of directors Dec. 22, 2015
L . . Enacted on
) °0 t f off for the Foundat f
"Foundation for the Broadcast Brrg:g;asﬁ]n OCuTtuererS or fhe Founaation © Dec. 26, 1988
Culture Act, o Leqal basi gf Cul p on Fund Amended on
egal basis for Culture Promotion Fun Jun. 3. 2014
"Special Act on the Suoort for e Establishment of Plans for Regional Broadcasting
Rep ional Broadcastin PP Development and Support Enacted on
De?/elo et g * Organization of the Regional Broadcasting Jun. 3, 2014
P ! Development Committee
* Licensing of broadcast advertising sales agencies Enacted on
FAct on Broadcast Advertising | and restrictions on their ownership Feb. 22, 2012
Sales Agencies, etc. * Balanced development of broadcasting Amended on
advertisements Jul. 26, 2017
Enacted on Jan.
MInternet Multimedia Broadcast | ® Licensing of Internet multimedia broadcast services 18, 2008
Services Act * Guarantee of fair competition Amended on Dec.
Jul. 26, 2017
e Classification of business operators and the system Enacted on
TAct on the Protection, Use, for market entry Jan. 27, 2005
etc, of Location Information; | Use of personal location data by emergency aid Amended on
agencies Jul. 26, 2017




FAct on the Promotion of Enacted on
Information and Communications| ® Restriction of collection and the use of personal data May 12, 1986
Network Utilization and * Guarantee of information network security Amended on
Information Protection, etc. Jul. 26, 2017
* Prohibition on discriminative subsidization and the Enacted on
"Mobile Device Distribution announcement of subsidies May 28, 2014
Improvement Act, * Restriction on making independent contracts related Amended

to subsidies

on Jul. 26, 2017

e (lassification of services and business operators, Enacted on
"Telecommunications Business |  promotion of competition, and systems for fair Dec. 30, 1983
Act, competition Amended on
* System for protecting network users Jul. 26, 2017

* Procedure for the distribution, allocation, recollection Enacted on

. and reallocation of frequency bands Dec. 30, 1961
Radio Waves Act, * Procedure for the use of radio stations, including Amended on
their licensing and inspection Jul. 26, 2017

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

The standing commissioners of the forth-term Commission

Lee Hyo-seong, Chairman

Chairman Lee earned his bachelor's degree in Geology(1973) and master's degree in Journalism and
Information Studies(1975) from Seoul National University and went on to complete his Ph.D in Journalism(1979)
from the same University. He worked as a reporter for the Munhwa Broadcasting Corporation and Kyunghyang
Newspaper(1978) and a professor of Journalism and Mass Communication, Sungkyunkwan University
(1990~2016), head of the Korea Research Society for Journalism(1991~1993), chairman and Policy Director
of Citizens Coalition for Democratic Media(1998~2003), president of the Korean Association for Communication
and Information Studies(1998~2000), co-chair of the People’s Coalition for Media Reform(1998~2000), head
of the Korea Association for Broadcasting & Telecommunications Studies(2002~2003), vice chairman of the
Korea Broadcasting Commission(2003~2006), president of the Graduate School of Journalism and Media,
Sungkyunkwan University(2007~2011) and professor Emeritus of Sungkyunkwan University(2016~2017).

Hur Wook, Vice Chairman

Hur obtained a B.S. in Civil Engineering from Sungkyunkwan University(1985), and went on to earn his M.A.
in Broadcasting, Mass Communications Graduate School from Sogang University(1996), completed his Ph.D
in Business from Kyung Hee University(2016). Having started his career as the deputy head of News
Department, Christian Broadcasting System(CBS)(1989~2000), he worked as head of the Planning and
Coordination Department, Christian Broadcasting System(CBS)(1999~2000), president of CBSi (2000~2003),
editorial director of the UpKorea online newspaper(2003~2004), deputy director, Editorial Department, Aju
News(2008) and head of the Research Center on Value Business, Expert Consulting(2011~2017) and more.

Kim Seok-jin, Commissioner

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

Pyo Chul-soo, Commissioner

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




Following the amendment of the "Organizational System of the Korea Communications
Commission,(Presidential Decree No. 27906, enforced on December 28, 2017), the
Commission, previously composed of one secretariat, three bureaus, one director general,
and eighteen divisions has been reorganized with the current structure of one secretariat,

three bureaus, one director general, and nineteen divisions, as shown in {Figure I-2).
The major amendments are as follows:

The Privacy Infringement Investigation Division has been temporarily organized to
operate until February 28, 2019. The team's duties include administrative affairs related
to coming up with measures to deal with privacy infringement on the information and
communications network. To this end, four new members (one Grade 4, one Grade
5 and two Grade 6 civil servant) was added on a temporary basis, while another Grade
5 civil servant was appointed to support and enhance the capability to handle an earthquake
in the relevant area and international relations. Also one Grade 6 civil servant took

charge of preventing illegal and harmful information from the market.

Also, the head of the broadcasting infrastructure bureau is in charge of retroactive
sanctions that once fell under the broadcasting policy bureau, after combining the
affairs related to retroactive sanctions -including an investigation on the illegal activities of

broadcasting operators and corrective measures- and regulatory policies on broadcasting.
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Organizational Chart of the Korea Communications Commission

Vice
Chairman
[

Director General for " . . Broadcasting Infrastructure Mobile Distribution
Planning and Coordination Broadcasting Policy Bureau Consumer Policy Bureau Investigation Bureau

: A Broadcasting Policy | Consumer Policy | Broadcasting Infrastructure L Mobie Distribution : —
Creaiive Planning Division Planning Divison Coordination Division Coordinalion Dison Invesligation Division Operation Support Division
Administrative and Radio and Television | Privacy Protection and | Broadcasting Advertisement
Legal Affairs Division Policy Division Ethics Division Policy Division
Public Relations and Broadcasting Promotion | Telecommunications Market | Programming and Evaluation
the International Policy Division Investigation Division Policy Division
Cooperation Division
Regional Media Policy | Consumer Protection | Media Diversty Policy
Division Division Division
| Privacy Infringement | Broadcasting Market
Investigation Division Investigation Division

Under Article 11 of the "Act on the Establishment and Operation of the Korea
Communications Commission, the following matters shall be considered as duties under

jurisdiction of the Commission:

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

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

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

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

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

KOREA COMMUNICATIONS COMMISSION ANNUAL REPORT 2017



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 auditors

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 auditors

for the Educational Broadcasting System

. Matters concerning the research and the assessment of media diversity

. Matters concerning the permission and renewal of permission granted to terrestrial

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

Nnews reports

. 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 "Act on Broadcast Advertising Sales Agencies, etc.

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

business entities

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

broadcast advertising sales agencies

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

telecommunications business entities

13. Matters concerning the mediation of disputes between and among broadcasting

business entities and telecommunications business entities, or disputes between

business entities and users, etc.
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14.

15.

16.
17.
18.

19.

20.

21.

22.

23.

24.
25.

26.

27.

28.
29.

Matters concerning the mediation of disputes between and among broadcast advertising

sales agencies, etc.

Matters concerning the response to complaints from viewers as well as the protection

of users of broadcasting and communications
Matters concerning the management of a community media foundation
Matters concerning the guarantee of universal watching and listening rights

Matters concerning the composition and management of the Broadcasting

Evaluation Committee

Matters concerning the restrictions, etc. on the share of the audience for

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 concerned

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
in (Table II-2) :

Division of work by the department of the Commission

Director
General for
Planning and
Coordination

Creative Planning
Division

e Establishment and coordination of policies and major plans

* General management of the Commission’s organization, personnel quota, and
other committees

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

* Budge arrangement, expenditure, operation cost expenditure and closing

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

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

* 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

* 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

* Meeting of the Commission, compilation and preservation of the agenda

* Reception for the review of the meeting agenda of the Commission

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

* Policies concerning international organizations

* Qperation of international organizations related to broadcasting and communications,
and their policy development

e Support for public relations or press briefings on key policies

* Analysis, evaluation of, and response to press reports

Broadcasting
Policy Bureau

Policy Planning
Division

* Coordination of broadcasting service policies

* Development of mid-and long-term broadcasting basic policies and public
broadcasting policies

* Enactment of and amendment to the broadcasting business law

Radio and Television
Policy Division

* Policies and license of terrestrial broadcasting

* Policy establishment and implementation for new and additional services of
terrestrial broadcasting

* Policy establishment and implementation for terrestrial broadcasting technology

Broadcasting
Promotion Policy
Division

* Policy establishment for the general service and news-specialized PPs
* Policy establishment for welfare channels for public interest and the disabled
* Planning of the broadcasting frequency operation by the broadcasting media

Regional Media Policy
Division

* Policy and license for regional broadcasting and terrestrial DMB
* Management of the Community Media Foundation and media education
* Policy establishment and support for the pronotion of viewers™ broadcasting participation
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Consumer
Policy Bureau

Consumer Policy
Coordination Division

* Policies concerning the protection of broadcasting and communications
service Users

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

Arbitration and mediation of disputes regarding communications services

Privacy Protection and
Ethics Division

Enactment or amendment of policies or statutes related to the protection of
personal information on IT networks

* Measures for the protection of personal information by Internet Service Providers
e Licensing and approval of location information services operators

® Enactment or amendment of statutes related to the prevention of the
distribution of unhealthy information on the Internet

Research, education, and publicity of cyber ethics and illegal information prevention

Privacy Infringement
Investigation Division

Measures to prevent privacy infringement incidents on the information and
communications network

* Relief from the infringement on privacy on the information and communications network
* Monitoring, Planning and investigating of privacy protection on the information
and communications network

Telecommunications
Market Investigation
Division

Analysis of the communications market trends and market monitoring

* Regulation improvement for fair competition in the communications market
* |nvestigation or imposition of corrective actions against the violation of
statutes by communications business operators

Consumer Protection

Policy improvement concerning the protection of broadcasting and communications
service consumers
® Education and promotions concerning broadcasting and communications service

Broadcasting
Infrastructure
Bureau

Division usage and damage prevention
e Fact-finding investigations and correctional measures concerning the interest
violations of broadcasting and communications service users
e Establishment of the systems for protecting the universal viewing rights and
Broadcasting the enactment or amendment of the.s.tatutes _ .
e Establishment and enforcement of policies concerning broadcasting language
Infrastructure

Coordination Division

and support for the establishment of broadcasting review policies
e Signing of the international agreement on joint production and international

cooperation on broadcasting content
* Improvement of policies or statutes concerning broadcasting advertisement
and sponsorship
Broadcast * Matters concerning competition policies for broadcasting advertisement sales
Advertisement Policy | agencies
Division ® Support for SMEs broadcasting advertisements, the establishment and

enforcement of public advertisement promotion policies
* Monitoring violations of broadcasting advertisements and sponsorship announcements




Programming and
Evaluation Policy
Division

Matters concerning the enactment and amendment of laws on outsourcing
production and the establishment and implementation of policies
Establishment of the basic planning for broadcasting assessment and the
implementation of broadcasting evaluation, enactment and amendment of
laws on broadcasting assessment

Notice of broadcasting programming ratios and the development of mid- or
long-term policies related to broadcasting programming

Survey of receiver assessment and the establishment and implementation of
related policies

Broadcasting
Infrastructure e Establishment and implementation of basic plans concerning the diversity of
B opinion of broadcasting
Diversity Policy | Establishment and implementation of basic plans concerning the status of
Division competition in the broadcasting market
e Establishment and implementation of policies for the disabled and groups
with limited access to broadcasting
* |nvestigations into the illegal activities of operators and the appropriate measures
Broadcasting Market | ® Improving institutions to ensure fair competition in the broadcasting market
Investigation Division | ® Announcement conceming the property of broadcasting operators and menagement analysis
* Dispute settlement regarding broadcasting
* Monitoring of the mobile device distribution market and the establishment of
Mobile investigation plans
Distribution | Mobile Distribution |e Implementation of an emergency suspension order system concerning
Investigation | Investigation Division | mobile device subsidies
Bureau * |nvestigation and sanctions against the unfair practices of mobile operators or

distributors concerning the "Mobile Device Distribution Improvement Act,

Operation Support Division

Personnel affairs, prizes, punishment, education and training, employment
management

Protocol, management and defense of the complex

Audit of the Commission and relevant organizations under the jurisdiction of
the Commission

The Korea Broadcast Advertising Corporation and Community Media Foundation are

the public organizations under the jurisdiction of the Commission, 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 II-3 and 4).
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Public organizations under the jurisdiction of the Commission

Korea Broadcast

Article 24 of the

A brokerage and sales agency for advertisements

Advertising President| (vacant) FAct on Broadcast | sales and the implementation of supporting
Corporation Advertising Sales | projects for the balanced development of
(KOBACO) Agencies, etc.; |broadcasting advertisements
Community Media Chairman Shin Article 90.2 of the | Duties regarding viewers' participation in
Foundation (CMF) Tae-seop | "Broadcasting Act, | broadcasting and the promotion of viewers’ rights

Note) Community Media Foundation (CMF) was designated as the public agency on February 3, 2016

Relevant organizations to the Commission

Korean Broadcasting

Article 43 of the

Efficient operation of broadcasting services at
home and abroad as the government-owned

System President| (vacant . . . )
(yKBS) ! (v ) "Broadcasting Act, | mainstay broadcasting service, and relevant
projects promote broadcasting culture
Korea Educational Article 7 of the . .
. r ) Supply broadcasting content on education,
Broadcasting ) Jang Korea Educational . )
President ) knowledge, information, and culture, and R&D
System Hae-ryang Broadcasting related to educational broadcastin
(EBS) System Act, 9
Foundation for Article 5 of the
. "Foundation for | Research and academic projects to advance the
Broadcast Culture |Chairman| (vacant)

(FBO)

Broadcast Culture
ACtJ

broadcasting culture

The expenditure budget of the Commission in 2017 was KRW 239.3 billion, which
can be broken down into either the general budget account of KRW 54.5 billion and

the Broadcast Communications Development Fund account of KRW 184.8 billion, or

into the communication account of KRW 63.2 billion and the broadcasting account

(including culture and tourism) of KRW 176.1 billion. Alternatively, the expenditure

budget can be broken down into payroll expenses of KRW 17.3 billion, basic expenses
of KRW 4.2 billion, and key service expenses of KRW 217.8 billion. The details are
shown in <Table II-5) below:



Details of the 2017 expenditure budget of the Commission (Unit : KRW 100 million)

Total expenditure ¢I+I1) 2,273 2,393 120 5.3
= iture + +i
(Total = total expendnun_a fund management costs + internal 11771 | (10379 | (A1392) (A118)
transactions + surplus funds)
|. General budget account 556 545 A1 N2.0
II. Broadcast Communications Development Fund 1,717 1,848 131 7.6
= i + +
(Total expend|tlure fund management costs (11.215) ©834) | (A1.381) (A123)
internal transactions + surplus funds)
Sub-total (@+®) 7,648 7,585 N63 A0.8
By fund . @ Korea Communications
source | @ Expenditure Commission (KCO) 1,717 1,848 131 7.6
® Ministry of Science and ICT(MSIT) 5,931 5,737 A194 A3.3
@ Fund management costs 38 38 - -
® Internal transactions (Commission funds deposited) 2,000 1,000 A1,000 A50.0
@ Compensatory expenditure (Fund surplus operated) 1,629 1,211 A318 A20.8
O Communications 595 632 37 6.2
By area
[ Broadcasting (culture and tourism) 1,678 1,761 83 49
O Payroll 167 173 6 3.6
O Basic expenses 42 42 - -
O Key service expenses 2,064 2,178 114 5.5
@ Broadcasting |nfrastructgre improvement and 1154 1202 18 49
By enhancement of user rights
funct , — , -
unction | @ Estabhshmerﬁ of cohdmons for fair competition 234 254 20 85
and secure information use
® Encouragement of media d|vers!ty and 627 668 41 65
broadcasting contents competitiveness
@ Support for .the operation of broadcasting and 19 54 5 102
communications

Note) A : Reduction

The amendments the Commission submitted to the National Assembly in 2017 are:
the amendments to the "Act on the Promotion of Information and Communications
Network Utilization and Information Protection, etc.., in order to introduce institutions

to take temporary measures at its own discretion upon privacy infringement and prevent
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the outflow abroad of any important information in an attempt to protect personal
information; and the amendments to the "Act on the Protection, Use, etc. of Location
Information. to revitalize the relevant industry by deregulating the system from obtaining
the license of the location-based service business to reporting the business (March,
and December 2017)

3. Key Policy Achievements in 2016

Faced with the rapidly changing broadcasting and communications environment precipitated
by the emergence of new media, IT-based new industry and convergence service between
broadcasting and communications, the Commission implemented projects under the
policy direction of: enhancing the public responsibility of broadcasting: encouraging
fair competition in the broadcasting and communications market and protecting users:
strengthening the competitive edge in broadcasting contents and vitalizing new broadcasting
and communications services. The major policy achievements of the Commission in

2016 are as follows:

Having operated the ‘research group on the finance of public broadcasts™ that consists
of eight external experts, including four media experts, one legal professional, and one
business and accounting professional, the Commission has made efforts to enhance the public
responsibility and quality of broadcasts by reviewing the necessity of the assessment
organization and accounting for the separation of revenue from the license fee and

others.

Also, the commission provided a tailored media education for elementary, middle,
and high schools in order to develop human resources in media. In oder to expand
the marginalized people’s access to broadcasts, it developed and distributed a customized

broadcast receiver for the visually and hearing impaired to promote viewers rights.

As the public functions of local and small broadcasting are being weakened due to



the worsened financial and human condition resulting from the advent of new media
and changes in the advertising market, the commission has strived to enhance media
diversity by implementing the ‘project to support producing programs to enhance the
competitiveness of local and small broadcasting contents in 2016". Also, it appointed
the fourth media diversity committee member to review the mid and long term policy

measures to promote media diversity.

In order to put in place a regulatory paradigm enhancing self-regulation of the market,
the Commission adopted the ‘compliance program’ in 2016. To invigorate the system,
it has made a series of efforts ranging from holding briefings, distributing press releases,
and contributing to the press to utilizing web comics and quiz events to raise the awareness
of business operators. Considering that it takes time to check the facts of illegal activities
conducted by telecommunications operators as well as to make a legal judgment, the
Commission adopted a ‘consent resolution system’' to aid the users who were damaged
with a purpose of ensuring a fair competition in the industry and user protection. The
Commission strengthened investigation and sanctions against unfair activities among
paid broadcasting operators. Also, it investigated the illegal activities of operators to
see whether they comply with the correction and fine orders, with an aim to ensure

the post-regulation and universal access rights to broadcasts.

Under the circumstances where we have seen growing social problems including cyber
bullying(malicious comments, abusive language abuse), over-dependence on the smartphone
and cyber school violence, the KCC has contributed to forging a sound internet environment
by establishing a hands-on training program conducted for proper Internet use habits,

Korea Internet Dream Star and Internet ethics education at home.

The amendment and enforcement ordinance to the "Act on the Promotion of
Information and Communication Network Utilization and Information Protection; made
it mandatory for the Chief Privacy Officer(CPO) to take immediate countermeasures on
incidents and announce the incidents to the business operators. According to the Act,

the Commission is required to take a disciplinary action against the CEO of the company
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who violated the regulation, so that the executives came to bear greater responsibilities.
When personal information is compromised, the Act allows the Commission and Korea
Internet & Security Agency(KISA) to make a request for deleting and blocking the

information.

By holding meetings to gather opinions on vitalizing the ad market resulting in easing
the review process of banned items in broadcasts and improving institutions on the
combined sales of broadcasting advertisements, the Commission contributed to drawing
financial resources for producing broadcasting contents in order to reinvigorate the broadcasting
advertisement industry. In addition to that we have formed a policy advisory group
and hosted a conference on joint production in an effort to expand the Hallyu(Korean

wave) contents.

To ensure that the new broadcasting and communications services take a firm root
in the market, the Commission established the ‘Basic Plan on the new license of terrestrial
UHD in the metropolitan area’ in May 2016 to launch UHD broadcasts in the capital
area from the year 2017. According to five assessment items(the feasibility of public
responsibility, fairness and public interest; the organization of broadcasting programs
and the relevance of production plans; abilities in management, finance and technology:
policy measures to support the development of broadcasts and the compliance of the
relevant laws; others required to conducting the business), we completed the granting

license to three broadcasters out of four which went though the evaluation process.

At a time when the need for privacy protection is rising in the promising industries
thanks to the development of technology and customized services, there has been a
criticism over the "Location Information Act, for not reflecting the changing market
conditions and global trend. To cope with this, we made a partial amendment to the
Mocation Information Act,, "Act on the Promotion of Information and Communications
Network Utilization and Information Protection, etc; and notify the public of the legislation

to encourage them to use the relevant IT service.



Under the rapidly changing broadcasting and communications environment, the KCC
realized that the revitalization of domestic broadcasting and communications services
is needed more than ever. Therefore, the Commission has made a cooperative effort
with the relevant government organizations-Ministry of Science and ICT and Ministry
of Culture, Sports and Tourism - to ensure deregulation, and also raised the awareness

of the public on the necessity of regulation reform.

Moreover, Korea Communications Commission has made ceaseless efforts in tightening
the international cooperation in the sector by forging a MOU with major counterparts,
attending the relevant international conferences, and holding high-level meetings to
review the current matters. We also have fully supported the private and public exchanges
to keenly adapt to the international affairs while the Commission hosted international
conferences on inter-Korean broadcasting and assisted broadcasting programs on unification

in an attempt to lay the foundation for inter-Korean exchanges.

4, Key Policy Objectives in 2017

Amid the accelerating convergence of the media sector including broadcasting, communications,
and the Internet and the continuous emergence of new services, the Commission has

set forth its vision of ‘realizing a broadcasting powerhouse trusted by the people’.

For four specific objectives, the Commission sought to achieve: First, ‘enhance the
public responsibility and quality of broadcasting, establish a disaster broadcasting system
with speed and accuracy’; Second, revitalize the broadcasting and communications industry
by creating a new market and streamlining the institutions through providing a distribution
base for broadcasting contents and supporting the vitalization of the new broadcasting
and communications services; Third, ‘realize the safe and fair broadcasting and communications
market based on cooperation’ through encouraging fair competition and stabilizing the
mobile market; and Forth, reinforce the public media literacy aimed at the smart era’

through expanding universal media education and nurturing the creative talents.
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Vision and Policy Objectives

Realizing a broadcasting powerhouse
trusted by the people

Enhance public responsibility of broadcasting and quality
Nurture a sound

broadcasting environment Establish a disaster broadcasting system with speed and accuracy

through contributing to Lay a foundation for media diversity

ublic welfare .
g Support for the revitalization of local and small broadcasters

Revitalize broadcasting and Establish a foundation for the production and distribution of broadcasting contents
communications industry Support the vitalization of new broadcasting and communications services
by creating a new market ) Create an environment for utilizing personal location information

and streamlining the Promote a future oriented regulatory system in the broadcasting
institutions and communications market

Fedlfoe Ei e Reinforce fair competition in broadcasting and communications

secure broadcasting and Stabilize the mobile communications market
communications market

) Reinforce user protection in broadcasting and communications
through cooperation

Build an environment that protects personal location information

Expand media education to the general public
Reinforce the public

media literacy to cope
with the smart era Improve the internet ethics standards

 Nurture creative talent in media

Expand the marginalized group’s media access to broadcasting




5. Five-year National Plan

Under the ‘Moon Jae-in administration’s five year national plans including 100 tasks
to achieve them, the Commission confirmed the national tasks for the next five years.
To actively pursue the freedom of speech and media independence, the Commission
plans to reform the public broadcasting governance, and promote a sound culture of
online communication. In addition to this, the KCC will seek ways to provide the tailored
media education for the general public and encourage more people to be engaged in
broadcasting with the goal for the sound development of the media industry. We plan
to create an environment where large corporations and SMEs could coexist and local
broadcasting services could growth further. Last but not least, the Commission will lower
the financial burden of mobile fees born by the general public and also strengthen
the cyber security and user protection to settle the public fear caused by the negative

effects of the rapidly changing ICT sector.

To secure the independence and fairness of broadcasting, the Commission decided to
reform the public broadcasting governance to ensure the freedom of reporting, producing,
and organizing programs. Under the Constitution stipulating the basic rights of freedom
of speech and the right to know, the KCC will improve the relevant institutions to guarantee

the rights on the internet.

In order to restore the media independence and fairness, the Commission plans to
reform the governance of public broadcasting such as the appointment of board members
and the president. In addition to these efforts, the Commission will strive to make the
relevant regulations more reasonable to the influence of the general broadcasting
service. Upon assessing the adaptability of the re-licensing of terrestrial broadcasting,
the Commission will inspect the relevant matters thoroughly to ensure the autonomy
of the report, production and program organization. The KCC will make an enactment
to rescue journalists who experienced unfair dismissal and prevent further wrongful

discharge. To ensure the freedom of speech on the Internet, the Commission will reinforce
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the temporary measures on online posting and make sure that people could make political

comments on the Internet under their own responsibility.

In the broadcasting and communications convergence and smart media era, the
Commission decided to expand the customized media education to the general public
and encourage more citizens to participate in the broadcast