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Objective
KT makes strenuous efforts to attend to the matters of
interest to its stakeholders by closely interacting with
a wide variety of stakeholders, including its customers,
shareholders, investors, partner companies, employees
and the local community, based on the spirit of corporate

citizenship.

The objective of KT's corporate social responsibility
report is to effectively summarize the economic, social
and environmental activities of the company during the
previous year as well as the results of such activities,
and transparently disclose such information to all
stakeholders. By so doing, KT aims to respond to the
demands of the stakeholders and help them in their

decision-making process.

KT has published its second corporate social
responsibility report, following last year (on June 15,
2006). What is unique about this year’s report is that it
includes the annual corporate PR report and community

relations white book that were issued separately before.

This is to minimize confusion among stakeholders that
might result from the issuance of similar corporate

PR materials. KT hopes that this report enables its
stakeholders to more easily access comprehensive
information on the business status and social

responsibility activities.

Guidelines used for creating this report
The 2007 KT corporate social responsibility report
abides by the G3 standards, which are revised
guidelines set forth by GRI (Global Reporting Initiative),
in partnership with UNEP (United Nations Environment
Program), as well as BSR (B.E.ST. Sustainability
Reporting), which are sustainability report guidelines
developed in Korea. This report has been created
in reference to the GRI Telecommunications Sector

Supplement.

The scope and period covered by the report
This report, issued both in Korean and English version,
details the social responsibility activities carried out by
the KT head office and its business centers across the
nation from January 1, 2006 to March 31, 2007, if
not mentioned otherwise, and will gradually cover such
activities conducted by KT's subsidiaries and overseas

branch offices in the future.

Quantified data in this report is based on the company’s
performance from January 1 to December 31, 2006.
To analyze the progress and developments from the
previous year, data in last year’s report has also been
included. In addition, the report applies internationally

used units, such as the meter and kilogram.

BSR: Korean sustainability report guidelines that

were jointly developed by the Ministry of Commerce,
Industry and Energy, the Korea Chamber of Commerce
and Industry and the Institute for Industrial Policy
Studies(IPS).

B.E.ST. (Business Ethics is the Source of Top

Performance)
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Apromising futurein full bloom..

Areyour dreams progressing with the day’s ad-
vance? o Doesthesunriseenlighten..thesunset
inspire? o Doesyourdaily dose of information
bring you springtime’s renewal? o Has the budding
of technology reached your doorstep to brighten
your day? o

Find your answers in KT color o Wereach outto
those who can only dream of technology, who hope
to find fertile ground and sow seeds of inspiration
and who hope to blossom ininformation age o

KT paints today’s dreams with tomorrow’s visions o
Thatis KT in flower o
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As a b-boy, | am confident about my dance. And with KT’s WiBro | can upload moving images in
real time. As soon as | do, my fans can watch and cheer me on through my website! | am not a star yet, but
someday | will show my dancing skills to the world. For the fans who are with mein realizing my dream! For
those aspiring to become a b-boy! For my future and theirs...

e

:\WiBro(wireless broadband]

A next-generation mobile communication technology that

LA

allows the use of high-speed Internet while you are on the move,

WiBro is the world’s first mobile 2.0 service. It allows you to

search the web not bound by time or space. You can also use
online services such as email, video conferencing and Internet
telephony or check out multimedia content on the go.
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When | saw b-boy dancing on the Internet, for the first time in my

life, | found the dream I would like to pursue. Their moves, balancing on one

hand or doing outrageous head spins, were spectacular. | had to do it myself. |

don’t have any friends sharing the same dream, but there are many performers

I can rely on: the teams of b-boys in the videos on the Internet. | can watch and

practice their moves everyday.
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Anold saying goes: “You can only see as much as you know and you can only love as much as you can see.” The
same applies to history. Watching the historical drama, Jumong, made me curious about what had really happened. Through
IPTV, my children would look up the information using our television and resolve my curiosity on the spot! As we watched,
we began to gain a deep knowledge and greater appreciation for Korean history, learning about Goguryo, Baekje and Shilla
Kingdoms. Now, I’m proud to say that | watch TV. The drama is over, but my children and | learned a lot about our nation’s
history and it will stay with us foralong time. There’s noignorance in IPTV, itis anintelligent TV for me with KT.
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allows you to view programs when you want to see them, including movies
and television dramas; provides high-quality multi-channel programs; and
allows you to use convenient Internet functions, such as home shopping, home

banking, online games and the viewing of educational sites.
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-U-robot

My kids? They are playing at the house with their friends. They also do their homework
without me having to be there. A clever robot friend helps with their studies. Do you want to take a look?

I can see what they are doing at home with my mobile phone or PCat work. It’s such a relief. Some people

say that they aren’t going to have any kids because it involves too much work or because they are too
busy. They are just making excuses, aren’t they? We should be able to be successful both at home and
work with the help of anintelligent house and robot assistant.
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I am never lost in this crowded city as | can access my current location and the location of my destination as
well as the traffic conditions leading to my destination. Not only that, I can access educational content no matter where |
am in the city and learn whenever | want. | can see what’s going on inside the house and take care of housework even when

lam out. If | need help when I am studying or sick, | just ask for help and it is there. In fact, | get help in real time. No, it’s not
science fiction, it’s u-city and soon you will be a citizen of this city as well.
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:IT Supporters

? -t

Spanning the digital divide, we bring IT to you

They are experts, teachers and friends o They are
the 400 orso IT supporters ready to go anywhere
to offer theirdigital Knowledge to thosein need o
Thanks to IT supporters, the digital world is made
familiar to seniors who have never used computers
before, physically-challenged people and owners of
small companies o From our family to yours,
ITsupporters continue to provide help because
they know that Sharing with othersis the essence
of the digital age o
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Promote use of IT

This refers to activities that support the active

use of Internet multimedia in daily life. People
learn how to use Internet banking, shopping,
messengers, blogs and UCCs and also how to make
online reservations. The volunteers also teach
people on how to use MP3s, PMPs, digital cameras
and mobile phones.

Improve IT skills

Customized education is provided, such as personal
counseling and group training, so that PCs and the
Internet can be easily used.

Assess IT performance

An assessment is made on IT device performance,
including PC optimization work. Consulting
services are also offered to financially weak small-
to mid-sized companies so that they learn how to
improve their Internet speed, security and quality.




“If your life makes ever one person happy,

' L,

“Life is more like an extensive desert where you don’t know where to go rather thanamoun--._.-~~

tain where you can see your destination.” This is what Steve Donahue said in his book, Shifting Sands. There have

been many changes occurring in the world around us so much so that a new definition of life is being shaped. It

is no exaggeration to say that the environment surrounding the communications market is caught up in a whirl-

wind of change. There are customer needs that change with the passing of each minute, the market situation’s

endless advancements in technology, which can be likened to a mirage and the slowdown in growth of corpora-

tions as if caught in quicksand. | Donahue said that when a caris stuck in a desert, the driver needs to

let some air out of the tires rather than continue to step on the gas. He is saying that once air comes out from

the tires, the tires become softer and flatter so that the surface of friction becomes greater, enabling the driver

to ease the car out of the sand. | At the end of last year, KT announced its new vision -Wonderfull Life

Partner. This began with self-reflecstion and the realization that it had focused too much of its capabilities on

putting more air into the tires to make them strong. Just as the driver needs to understand the characteristics of -




=

“to overcome its current crisis of stagnant growth and become a company of sustainable growth. | The

~—vision -Wonderfull Life Partner- embodies the aim of KT to not only become a company that leads the market

but to become a true partner to members of society. KT will become a true partner to its customers by carrying

AT “out various social responsibility activities, such as human management, customer value management, win-
.'-.-:—"‘ x\, a1 ; .
-;“3‘ '; win cooperation, social contributions and environmental management. The 400 members of KT’s IT Supporters
. - :
U™ e s =,
'y “_;;,:f g conducts various activities to address the issue of the information gap and to make Korea into a knowledge
{T'm . ~__and information superpower as promised in the announcement ceremony of KT’s new vision. KT also aims to
et
'11 s do more than just engage in social contribution activities. By helping all citizens to gain knowledge in using IT,
j KT ensures that nobody is excluded from the benefits offered by an informatization society and establishes a
foundation as a global digital knowledge superpower. | Just like the words of a song -“If your life makes
ever one person happy, there would lie the true meaning of success”- KT will measure its “true success” in how
ﬁ' i it helps to create a beautiful society where all its members are happy by carrying out various social responsibil-
¥
L
S T ity activities.
"'."- |-~“‘ e h .
r 1 I_'. .". .
gr A : N /ZM
A R S
:;‘ : at ‘E" : Juy2007 | Nam Joong-Soo
B /] .
Wy i | . President & CEO
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“KT will be presented with more opportunities to grow |
when 1t establishes a culture where thoughtful‘,, S )

consideration is given to various stakeholders”

of dispute for along time but today positive responses form the majority. This is because people all around::‘:'

the world agree that there were issues with the development method adopted in the 20th century. Despite the , /

many benefits offered by economic growth, mankind is experiencing an unprecedented crisis. If a paradigm ‘

shiftis not made, itis all too clear that our children will face an even bigger threat. | Global corpora-

tions worldwide now participate in social responsibility activities and issue social responsibility reports as if

in arace. This proves that these companies are fully aware of and agree with the sense of crisis. It also results

from the fact that various stakeholders have been demanding that corporations actively assess and report y L

the external effects they have as economic entities. | The KT BOD has focused more on carrying out”:f%?-s’-'

i

internal social responsibility activities since the company became the first in the communication sector to is-"rt

sue a social responsibility report last year. The BOD has also proposed that KT play a more active role in the\ |

development of the information and telecommunication industry as it relates to the resolution of social issues..

i

It further advised that KT move away from a passive stance of making social contributions alone and instead

carry out new social responsibility activities by making full use of its unique characteristics as an IT corpora- h

tion. | During a ceremony celebrating the company’s anniversary at the end of 2006, KT announced its

e -

18_




,/f.v:-'f;;:" 4 A .nev'v vision -Wonderfull Life Partner- and accordingly launched IT Supporters. In an unprecedented attempt to

A \ : reduce the IT gap, KT is assists those alienated from the benefits of an information society to develop skills in us-

A ' ing the Internet and other IT solutions. In an attempt to resolve the national problem of the low birthrate, KT has

.created the Big Family Rate scheme that encourages giving birth. The BOD believes that KT has engaged in very

,meaningful measures such as the operation of day care centers so that employees can feel less burdened about

I ﬁicaring for their children. | The major trend in the area of social responsibility calls for corporations to

Sl k

B Yt
f‘ _~-take more factors into consideration in management. There are even demands that corporations consider the

7 ' |+ food chain of birds in the ecosystem as well as risks that will arise in future generations. When most companies

were saying that these demands were too much of a burden, KT was looking into opportunities that would arise

with such a change. A person has a higher possibility of succeeding in life if he or she gives thoughtful consider-

ation to others. Similarly, KT will be given more opportunities for growth when it establishes a culture that gives

thoughtful consideration for its various stakeholders. | hope this report plays a role in establishing a corporate

' Pre

culture that respects all stakeholders and helps to promote communication between the various stakeholders.

it

July 2007 Yoon Jeong-Ro
Chairman of the BOD
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its customers’ dreams
er”

e rapidly changing and customer demands are becoming
ackdrop, KT is determined to provide new value to its cus-
rstanding of their needs and desires. To this end, at a ceremony
ry on December 11, 2006, KT declared its new vision: To become a “Won-
lizes customer dreams by innovating customer values.

s coined by combining the meanings of “wonder” and “full” to mean “many marvels.”
Wi @

Business solutions

Business portfolio

X

X Digital entertainment

Ubiquitous network

1 Customer Value Innovation (CVI)
S % ] 2 R4 CVlis abasic principle that KT employees abide by in order for the company
& _3 to become a “Wonderfull Life Partner.” It is also a business approach that was
=% / o= chosen to enhance the corporate value of KT and to ensure its continuous
* s growth. CVI can be defined as “understanding the value recognized by customers,

redesigning businesses and taking relevant actions to improve customer value.”

Convenience solutions



Whonderfull Life Partner

Vision

KT’s new vision is to become a “Wonderfull

Life Partner.” This implies that KT is committed

. to being a partner to its customers in their
’
’,’ o // daily lives ensuring a life full of heart-touching
- ’ /
_-" DAY surprises. KT is committed to making itself into
--" A : .
/ a true partner that offers various solutions
// through distinctive means and provides
/7 . . . ;
x // ; customers with the convenient and joy-filled
self-Ownership P life that they dream of.
/// /
-
/
- X
Open Culture
7
7
Corevalues

The core values pursued at KT are “seeing

”

through the customer’s eyes,” “encouraging
openness” and “establishing an ownership
culture” The company, its various
departments and individual employees are
seeking to achieve these values to realize
the company’s vision.
In other words, KT shall endeavor to

Customer’s Perspective become a customer-oriented, innovative
company that offers creative services from
acutomer’s perspective at the corporate
level; establish an open culture in which
departments respect each other; and
encourage employees to adopt a sense of
ownership, which involves continuously
challenging themselves and working with

greater passion at an individual level.

Customer’s Perspective
Creative services, customer-oriented

innovation (Corporate and group-level value)

Open Culture
Respect each other, be considerate of others

(Department-level value)

Self-Ownership
Continuously challenging oneself, take

passionate actions (Individual-level value)



:introduction / KT 2007 corporate social responsibility report

KT aninformation and telecommunications
corporation of international caliber leading the era
of digital knowledge society

The electrical and communication service in Korea was first launched around 110 years ago. Ever
since then, the communication service has promoted the welfare of citizens and contributed to national economic
growth. KT has always been at the center of such development and played a leading role in IT history of Korea.

In 1981, KT was separated from the Ministry of Information and Communication to ensure that all citizens are given
access to universal and higher quality telecommunication services. In 1983, KT opened the door to the populariza-
tion of telecommunication services by establishing public telecommunication networks. KT has provided top-quality
information and telecommunication services and set new records, such as the provision of more than 20 million tele-
phone lines in 1993, the launch of Koreasat 1, the first Korean satellite, in 1995 and exceeding six million high-speed
Internet service subscribers in 2004. Recently, KT has taken on new challenges to move away from the
framework of passive customer satisfaction management that involves offering only those services already sought
after by customers. It is now evolving into a proactive corporation that finds customer-desired values even before
customers realize such needs. Accordingly, KT recently reorganized its business areas, which were centered on tele-
communication services in the past, into four areas: ubiquitous network, digital entertainment, convenience solu-
tions and business solutions. The company has also realigned its managementinfrastructure placing utmost value to
customers and making all-out efforts to become a true partner to its customer to fill their lives with excitement and
heart-touching surprises. In the future, KT will make great strides forward as a global telecommunications
company that leads the global telecommunications market with competitive edge in service quality and technology.
Moreover, KT will fully meet its social responsibilities in the economic, social and environmental spheres, thereby be-

coming aloved and trusted company among all of its stakeholders.

22_



«Implemented an optional laborer welfare scheme
-Raised the matching grant of the Love Sharing Fund
amounting to KRW 3.7 billion

-Opened the Clean-365 Center to fully establish an ethical culture
«Held a signing ceremony for Six Sigma cooperation with Seoul
National University Bundang Hospital

+CEO took an oath at the 2006 Ethical Management Forum
-Provided Six Sigma training to partner companies
«Concluded an MOU with the Republic of Korea National Red Cross to

enable family reunions through video conference

«Started providing free-of-charge call forwarding

o B Y

LR PR ELR T

services when user telephones are out of order

«Concluded a benefit-sharing agreement with partner companies
+Held the 2006 Industrial Safety and Health Conference
«Concluded a business agreement to support the KB Partnership Loan

-Launched landline phone services in Dokdo Island

-Became the firstin the world to launch commercial WiBro services
-Opened the “KT Art Hall,” which is a multi-faceted
culture and arts space

+Made full cash payments to small- to medium-sized
partner companies

KT Group made flood damage recovery donations
amounting to KRW 500 million

-Opened the Win-Win Cooperation Center

«Established the Psychological Counseling Center for employees
-Provided online training on ethical management to all employees
-Succeeded in the launch of Koreasat 5

-Conducted internal control evaluations for 2006
-Opened the Career Design Center

-Donated the sculpture, “Spring,” to Cheonggyecheon Stream

+Concluded an MOU with the Korea Labor Institute on
establishing alifelong learning scheme

-Reached a peaceful conclusion in collective bargaining
negotiations for the sixth consecutive year

+Provided hearing aids to hearing-impaired people
-Opened the Personal Information Protection Counseling Center
«Launched pilot IPTV services

+Assessed the competencies of all employees
-Held the Wonderfull KT Volunteer Festival
-Declared the “Wonderfull Life Partner” vision

23_



KT is determined to become
a trustworthy partner creating a beautiful
soclety that benefits everyone

:introduction / KT 2007 corporate social responsibility report

Objectives of social responsibility management

Objectives

From its basic telephone service, KT has achieved growth by drawing keen
interest from citizens. And as a company that offers telecomunication services to all citi-
zens, it has the social responsibility to give hope and dreams to every member of society.

Based on the determination that social responsibility managementis a
natural part of corporate management, KT has established concrete objectives of social re-
sponsibility management as a detailed approach to realize its new vision -“Wonderfull Life
Partner”- and established a social responsibility management implementation scheme by
expanding the scope of customers to include all stakeholders.

KT will continue to conduct social responsibility activities to recover the
basic values of Korean society that form the foundation of growth as well as to become a
partner thatistrusted and loved by citizens.

Human management

Creating a happy workplace that gives employees
a balance between work and home.

Customer value management

#Realizing customer dream by creating innovative values.

Win-win cooperation

*Maintaining a true win-win relationship with partner companies.

Contributions to the community

Creating a heart-warming society full of love and sharing.

Environmental management

e Taking the lead in creating a clean environment for
future generations.

Growth and innovation

*Growing into a comprehensive solution provider that opens
the door to a bright future of information and telecommunication.

24_



Management operation system

With regards to KT’s social responsibility management system, the BOD,
CEO and CSR Committee have mainly performed social responsibility activities that arein
line with the company’s visions and management strategies.

The CSR Committee, which consists of seven standing members as well as
non-standing members, determines the company-wide direction for KT’s social responsi-
bility activities. There are eight sectors under the committee that formulate annual plans
according to theimplementation direction and evaluate performance.

CEO
CSR Committee
CSR Committee Secretariat
CSR Internal Ethical Human
coordination control management management
Customer value Win-win Contributions Environmental
management cooperation to the community management

The 1st CSR Committee

25_



The direction of KT CSR activities
1s determined based on communication
with stakeholders

:introduction / KT 2007 corporate social responsibility report

The reason why corporations pay close attention to the opinions of various
stakeholdersis because the stakeholders themselves create the environment in which cor-
porations survive. Examining the current status of the environment and changes expected
in the future is vital for the sustainable development of a corporation. By identifying the
true needs of stakeholders through their participation and incorporating these needs into
CSR activities, KT can contribute to enhancing the value of various stakeholders and ulti-
mately achieveits vision of becoming a Wonderfull Life Partner.

Framework for stakeholder engagement

Stakeholder engagement begins with categorizing and defining various
stakeholders related to KT. Stakeholders include those that are impacted by KT such as
those who are financially related to the company and the future generations. Once groups
of people that represent various stakeholders are determined, surveys, meetings, inter-
views or media search results are intergrated to list the potential issues to be raised from
stakeholders’ point of view. The results are then reflected into management activities. This
process is monitored and feedback is provided concluding one cycle of the stakeholder en-
gagement process.

Definition of
stakeholders

Monitoring and Participation of
feedback stakeholders

Incorporation
into management
activities

Identification of
issues
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Mainissues of interest ro stakeholders

To identify what stakeholders regard as important or in need of improve-
ment, KT conducted a stakeholder participation program in the first quarter of 2007. This
program was carried out on a group of outside experts that represents the company’s
customers, employees, partner companies, local communities and the environment sector.
Based on the surveys and interviews of the program participants, KT created a CSR report
by taking several factors into account: the results of a materiality test on the identified
coreissues;the company’s strategic position;and changesin future society.

e Vision and core values
*Governance structure and
ethical management
o Stakeholder participation
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[T projects for public good
eReach out to the underprivileged neighbors
®Address the low birthrate
ePromote culture, education and sports



Realizing transparent and responsible
management based on an advanced corporate
governance structure

:introduction / KT 2007 corporate social responsibility report

To improve efficiency and transparency of management, KT has made
continuous efforts to better its corporate governance in three main areas: improving the
independence of the board of directors; ensuring responsible management by professional
managers; and increasing shareholder value. It adopts almost all recommended model
standards that are in line with global standards. The company has been selected by the
Korea Corporate Governance Service as the Best Firm in corporate governance for five con-
secutive years from 2002 to 2006.

KT governance principles

Independence of the BOD
¢ |ndependence in the composition
and operation of the BOD
eTransparency in outside directors
appointment

Selected as the Best Firm in corporate governance
of the year 2006

Responsible management

by professional managers Shareholder value improvement
#CEO appointment / management Profits returned to shareholders
contract conclusion eProtecting the rights of
*\Management compensation minority shareholders

according to business performance

Strengthening theindependence of the board of directors

KT separates its CEO from board chairmanship and appoints an outside
director as the board chairman. In addition, transparency and impartiality are enhanced in
outside director appointment as an advisory group recommends candidates. In 2006, the
number of standing directors was reduced by one resulting in outside directors accounting
for 73% of the board members (eight outside directors, three standing directors). Special
committees are mostly composed of outside directors, thus further strengthening the
rolesandindependence of the board of directors.
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Sharehoder status (as of end 2006)
@ Foreigners: 47.5%

Domestic shares: 18.3%

National Pension Service: 2.3%
Employee share union: 6.3%

Treasury shares: 25.6%

History of changes in the governance structure

2002 - 2003

e Separation of the board chairmanship

¢CEQ management contract

*Adoption of the cumulative voting system

e Adoption of the external director nomination
committee and auditing committee

Composition and roles of special committees
Category Composed of Roles

Audit committee Four outside directors Accounting and auditing related work;

evaluation of the internal control system

Outside director candidate All outside directors, Deliberation to recommend

recommendation committee except one standing director  outside director candidates

Evaluation and compensation  Five outside directors Matters related to management contracts with the CEQ

committee and CEQ evaluation; compensation to management

Related transactions Five outside directors Prior deliberations on trade and large-scale

committee internal trading that requires a board of director resolution

Executive committee Three standing directors Matters related to setting up, moving or closing down

branches; and managing debentures

Establishing a responsible management structure with professional managers

To ensure responsible management by the CEO, the board of directors con-
cludes a management contract with the CEO. The evaluation and compensation committee
performs an annual evaluation of the CEQ’s performance based on the management objec-
tives that were presented to the CEO. Furthermore, CEO remuneration is determined based
on the results of the company’s overall business performance. And the board of directors
reports the results of the CEO’s management performance evaluation at the general share-
holders’ meeting every year.

Efforts to enhance shareholdervalue

KT announced the adoption of policies to give back profits to its sharehold-
ersin 2003. It adopted a treasury share retirement and cash dividend payment scheme
based on board resolutions. The company is thus returning more than 50% of its current
netincome to its shareholders every year. In addition, KT put in place a cumulative and
circular voting system to protect the rights of minority shareholders. It has made various
efforts to protect the rights of and ensure active participation by shareholders such as pro-
viding timely corporate information and establishing real-time communication channels
foritsshareholders on the company’s website.

2004 - 2005 2006 — Present

e|ncrease in the percentage of external
directors (from nine external directors and six
standing directors to eight external director
and four standing directors)

*Adoption of an advisory group that
recommends candidates

* Adoption of the circular voting system
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eIncrease in the percentage of external directors
(from eight external directors and four standing
directors to eight external directors and three
standing directors)

*BOD evaluations

eLimit the term of office of external directors:
may be re-elected only once

e Share purchased by external directors using
compensation for board members

e Adoption of a job description document
for the BOD chair



A trusted company that has placed
ethical management of
the core of its corporate culture

:introduction / KT 2007 corporate social responsibility report

Based on the strong commitment of the CEO to implement ethical man-
agement, KT is engaging in a wide variety of efforts to do more than simply fulfill its legal
responsibilities by establishing ethical standards that are deemed necessary by society as
partofitsunique corporate culture.

Employees presented with guidelines on their conduct

The full text of the Code of Ethics is To present employees with clear guidelines of conduct to help them make
on the company’s website value judgments, KT has enacted and announced its new “Code of Ethics” in January 2003.
http://ethics.kt.co.kr

It went further; establishing standards for implementing corporate ethics by formulating
detailed “Guidelines on Conduct for the Implementation of the Code of Ethics” in order to
ensure employee compliance with ethical standards.

Strengthening of training on ethical management
An “Ethics Promotion Office” was set up to handle practical matters related
to ethical management. It operates the institutional infrastructures required for ethical

LR LEEEREL] 5

management and operates various ethical management training programs so that employ-
eescanrecognize the need for and voluntarily participate in ethical management.

Every year, newly-recruited and newly-promoted employees are required to
complete an ethical management course at the company’s training center. In addition, all
employees received basic ethics education through a cyber training course between 2004
and 2006.

Won the 2006 Transparent Accounting Award
Training is also provided to KT’s business partners, including its partner

companies, sales centers and agencies, to promote participation in ethical management by
making use of such opportunities as management consulting and business meetings.

Mid- to long-term roadmap on ethical management

Adoption phase Consensus and participation Growth phase Establish phase as
(2003 — 2005) phase (2006 —2008) (2009 - 2010) corporate culture (2011 -)
e Establish an infrastructure for ® Form consensus internally *Make ethics a part of ¢ (reate synergistic effects
putting ethics into practice as well as externally the company in connection with
eEstablish and operate an e|mprove conditions at the *Make qualitative improvements the company’s business
organization to promote ethics world place for ethical to the implementation of ethical | ead corporations and societies
participation and practice actions at home and abroad
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Ethical management implementation program

Since 2004, KT has operated a “Cyber Reporting Center” so that stakehold-
ers, including customers, partner companies and employees can report or make sugges-
tions on various violations, improper customs or erroneous policies. Those who make such
reports are given passwords so that their identity is not disclosed and are rewarded up to
KRW 50 million. During special periods such as big holidays or personnel movements, the
company conducts special activities to promote an ethical culture in order to gain the trust
of its customers. Moreover, a “Clean-365 Center” is operated throughout the year so that
employees can themselves report any presents that they’ve involuntarily received. KT is
also focuses on protecting good-willed employees and ensuring corporate integrity. The
companyis going further by continuously making improvements to unreasonable business
practices to enable fair cooperation with partner companies. It prevents unethical actions
related to contract implementation by enacting a “Special agreement on putting ethics
into practice” and advising partner-company CEOs to make a “pledge on promoting ethics.”

Establishment of an internal control system

By providing accurate and transparent financial information, KT is abides
by domestic and foreign laws related to accounting that have been enacted to protect
investors and other stakeholders. In 2005, the company established an internal control
evaluation scheme for its main business processes to build a foundation for transparent
managementand to boost the credibility of financial information.

In 2006, evaluations (evaluation on the first half of the year; intermediary
evaluation) were conducted on the 2005 fiscal year. Major internal control shortcomings
that were identified upon carrying out evaluations were reported to the management, the
auditing committee and board of directors and were immediately addressed. The company
received a “transparent accounting award” from the Korean Accounting Association as a
recognition forits corporate-level efforts to establish aninternal control scheme.

Progress with internal control

Pledge to put ethical management into practice
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Increasing stakeholder trust through
systematic risk control

:introduction / KT 2007 corporate social responsibility report

CRO (Chief Risk Officer)
Executive in charge of
and responsible for risk control

Risk Owner
The manager most relevant
to the occurrence of the risk

Uncertainties in corporate management are growing steadily so much so
that they are no longer comparable to the past. As such, all information and communica-
tions technology companies are faced with the urgent task of establishing a risk control
schemethatisapplicable evenin the midst of changesin the business environmentsuch as
the fluctuation of exchange rate, the advent of new technologies and competitors as well
as stagnation of the wired communication market. To overcome such internal and external
risks and strengthen the trust of stakeholders, KT has established a corporate risk control
schemein 2006, based on whichitis systematically and scientifically managing risks.

Improvement of risk reponse structure

KT has made process improvements so as to move away from its risk control
scheme of the past -wherein each department controlled risks separately- and to enable
24/7 control of risks at the corporate level. Moreover, KT has enacted and disseminated “KT’s
Corporate Risk Control Guidelines” so that all employees participate in risk control with the
CRO (Chief Risk Officer) taking the lead. This allows for the company to minimize the level of
damageincurred from risks and to maintain a high level of trust from outside parties.

Principles on responding to risks
1. Consider customers and the market first
2. Respond to the perspectives of stakeholders
3. Take measures so that the department in charge of the situation can focus on recovery activities
4. Create a situation report every hour while the situation lasts

Integrated risk response structure

CRO
Risk response headquarters
External cooperation Respond to the media Legal measures
Respond to customers Financial measures Internal cooperation Recovery
Risk Owner 1 Risk Owner 2 Risk Owner 3... Risk Owner N
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Strengthened control of core risks

KT has strengthened computerized monitoring (weekly ERM reporting) of
ten core risks (communications failure; disasters; customer services not being provided;
Internetinfiltrations; unapproved disclosure of core information; unfair acts, etc.) that can
threaten the company’s business. The company has also created follow-up scenarios for
each corerisksothataquickresponse can be taken afteranincidentoccurs.

Main Risk management activities in 2006
Risk name Activities
Communication failure *|mplemented a distinctive care program for corporate customers
- Strengthened activities to prevent failures and established
a one-stop response structure
Disaster *(perated a situation room to quickly respond to disasters and established
a facility recovery scheme
Customer services not available o Strengthened training and improved work related to mobile telecommunications
inside and outside the company
- Improved rate schemes, subscription procedures and established and disseminated
an SOP to respond to risks at customer contact points
Unapproved disclosure of e Established and implemented company-wide personal information protection measures
personal information

Disaster situation room
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KT makes efforts to provide services that exceed the expectations of its customers. Examples include'the
“Mega-Miz service,” which involves female IT engineers visiting female or elderly customers who live alonelo )
weekdays; the “24/365 service,” which involves making visits to customer homes when there is a service request
even on weekends or at night time; and the “Internet doctor,” which designates a dedicated employee for each
customer to handle requests. The company is going further by providing or planning to provide, starting this year,
other various services as well, such as the “Wonderfull Before Service,” which prevents defects by forecasting
and taking measures against potential defects; and the “customer assurance service,” which allows customers
to choose online an IT engineer to visit their home or sends to customers, information on the specific IT engineer
to visit their home, including his/her name, picture and expected time of the visit via email. KT will continuously:
develop and offer services that will touch the heart of its customers and make strenuous efforts to realize distinc-
tive customer values.

D) KT studies and develops a wide array of value-added services to create a clean Internet environment so that
customers can use the Internet without having to worry about harmful websites in cyber space. Based on the rec-
ognition that exposure of malicious sites to teenagers is fatal to their growth and development, KT has developed
and provided, since 2002, “Megapass Clean-i,” which blocks harmful websites and “Megapass TimeCodi,” which'is
designed to prevent Internet addiction. These services have received a positive response from parents with teen-
age children. In 2006, the company closed down around 8o websites in cooperation with the Korea Internet Safety

Commission as to protect internet users from gambling websites or lewd sites. KT also developed an integrate’

program that serves as virus vaccines and blocks malicious code attacks in order to protect customers from ever-
reasing malicious attacks. KT has provided this program to Megapass customers free of charge.

Kim Young-Whan. The head of Customer Group



customer value management

i Customer vs. the head of Customer Group

/ ?

=

b, Among the services offered by KT, are there any

Services that make its customers feel like the company is

tnique compared to other companies?

D. There are worries over game addiction, exposure to

iarmful information and attack by viruses. What counter-
gasures are being taken?

O

Lee Eun-Jung. Customer



Realizing customer dream
by creating innovative values

:customer value management / KT 2007 corporate social responsibility report

Management approach Key tasks to fulfill social responsibility

The survey of stakeholder opinion on customer value management indi-
cates that external stakeholders are demanding KT take on more roles and responsibilities
in preventing Internet attacks and carrying out e-clean activities -areas in which KT be-
lieved it was doinga good job. The media has continuously carried articles on unauthorized
disclosure of customerinformation, unfair business activities and communication failures,
undermining KT’s image. KT thus needs to make systematic improvement efforts in these
areas. By incorporating these assessmentresults, KT chose key social responsibilitiesin the
area of customer value management: customer satisfaction; customer protection; provi-
sion of stable telecommunication services; and compliance with fair trade practices. The
company has proactively carried out activities to fulfill such responsibilities.

Customer satisfaction
Offering distinctive values

Awarded the 2006 Customer Satistaction
Grand Prize

Preventing
communication failures
A safe IT environment with
zero communication failures

Realizing that our Fair trade
customer dreams are Building sound
invaluable market practice

Customer protection
A world of information and
communication that is
safe and healthy
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Key results of activities in 2006

Item Key results
Customer satisfaction *CVA improvement: 1.03 points (in 2005) — 1.05 points (in 2006)
assessment e Ranked first place in evaluations carried out by external organizations

- NCSI (National Customer Satisfaction Index) / KSQI (Korea Service Quality Index) /
KCSI (Korean Customer Satisfaction Index) / Customer Satisfaction Grand Prize

Activities to protect *Bought liability insurance policies on personal information protection for
customer information Megapass customers and provided it free of charge (July 2006)

*0Opened the Personal Information Protection Counseling Center (November 2006)
Prevention of side-effects eHeld a total of ten Internet ethics forums and round-table talks
of information era e Carried out public interest campaigns, such as “Love for the Internet,

Love for your family” and “Abiding by Netiquette”
*Provided circular education programs to elementary, middle and high school
students and their parents across the nation: 25,000 persons
Prevention of *Reduced the number of communication failures: 6,439 cases (in 2005)
communication failures —> 4,908 cases (in 2006)

Objective and direction

Based on the fact that customers are a key elementin a corporation’s growth
and development, customer value management is essential for a corporation to become
a globally competitive company in the rapidly changing market. KT has implemented its
management objective -customer satisfaction- since 1998 in a step-by-step manner. In 2004,
the company established a vision of customer value management -“new century of winning
over the hearts of customers”-and enacted and declared the “Customer Service Charter.”

To put a more systematic customer value management in place, KT formu-

Won the No. T company award in customer lated an implementation objective: “A Wonderfull Service Creator that values customer

satisfaction in the first quarter of 2007 dreams.” Based on this objective, the company has defined the direction for implementa-
tion as innovating customer services, improving customer trust and strengthening the
customer foundation. The company has drawn up plans to offer new services that resultin
a paradigm shiftin customer lives, such as WiBro and IPTV and focus on customer services
that create heart-touching momentsin their lives.

Mid- to long-term objective of customer value management

KT, a Wonderfull Service Creator that

values customer dreams

Innovate customer services Improve customer trust Strengthen the customer base
o Strengthen the process of developing o Strengthen protection of customer information *Provide heart-touching customer services
original values for customers e Activities to prevent the side-effects of Customer care with customer protection activities
e Establish and strengthen the IT adoption *Build a foundation to win over the hearts of
capacities of a distribution infrastructure o (Clean marketing new customers

e Enhance the competencies of departments
at customer contact points
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Pursuing true customer satisfaction
by providing distinctive values

:customer value management / KT 2007 corporate social responsibility report

Customer satisfaction

VOC handling process

‘ Customer ‘

Voice of Customers

Telephone
Internet

Telephone

Telephone / FAX / Internet

Information
on the results of
measures taken

Regional office / branch
VOC director

To ensure customer satisfaction, it is necessary to understand customer
needs. Accordingly, KT operates a system that pays close attention to the opinions of its
customers and incorporates such opinions into its overall business. The company makes
efforts to offer a high level of satisfaction by implementing innovations in various areas
ranging from field technicians who come in direct contact with customers, to specialized
services thatare used by the customers.

Voice of Customer (VoC) management

KT recognizes that customer opinion is “an asset that forms the basis for
continuously conducting customer-oriented corporate activities and understanding cus-
tomers.” As such, the company always pays close attention to VOC input. Customer opin-
ions, which are gathered through various channels, are integrated and managed through
the comprehensive VOC management system, which allows for real-time analysis and feed-
back. KT does more than simply provide feedback for the collection of customer voices. It
actively incorporates such voices into its overall business processes, ranging from product
planning to sales, procurement and purchasing, ultimately leading to activities that en-
hance customervalue.

VOC collection channel VOC system ‘ KT ‘

Call centers

v rt
(100, Happy call center, etc.) 0C repo
Statistical Daily
KT website Register VOC B analysis on VOC o -
(Cyber counseling) ustomer service
Comprehensive Request for Report request
VOC management center institutional improvements review results
)
3
S
3
=
Outside organizations / groups VOC handling Send results of =

request handling VOC

18pJ0 JuBwaAcIdw! [BUOHNIASY|

QOutside organizations / groups

Implement improvements to systems / processes
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Strengthening response capabilities at customer contact points

To more quickly and precisely meet the needs of the market in general and
individual customers in particular while offering optimal services, KT makes efforts to
strengthen the competencies of employees that are in direct contact with the customers
such asinstallation and customer service personnel. Every year, at least ten hours of train-
ing on CS (Customer Satisfaction) is provided to employees at customer contact points. The
company has improved the CS competencies of its employees by operating a one-on-one
coaching scheme, which involves diagnosing the level of CS competencies of each indi-
vidual based on customized CS consulting and making improvements accordingly. In addi-
tion, KT has opened a regular CS course and is providing circuit training, including that on
customer service and counseling skills to the employees of its partner companies including
KT’s external distribution network.

Providing distinctive customer value

KT performs a wide array of customer value innovation activities to touch
the heart of its customers through the provision of services that meet their needs and
much more. Since 2006, the company has provided online family doctor services, text-based
customer support services for the disabled and free-of-charge call forwarding services. KT
is makes the utmost efforts to provide distinctive customer value.

System for evaluating customer satisfaction activities

KT conducts an annual CVA (Customer Value Added) evaluation, which in-
volves measuring the company’s customer satisfaction level in comparison to its competi-
tors with the aim of improving customer services and carrying out impartial and reason-
able evaluation on customer satisfaction activities. CVA evaluation results are managed
as KPIs (Key Performance Indicators) because they enable a comparative analysis with
competitors and a practical identification of the company’s customer satisfaction level.
For matters that have room forimprovement, feedback is given to relevant departments so
thatimmediate improvements can be made to customer service.

CVA (Customer Value Added) Score
Year 2004 2005 2006
Score (points) 1.02 1.03 1.05

o CVA =KT's score in customer satisfaction / No. 1 competitor’s score in customer satisfaction

o Classification according to the CVA score range;
Top-level competitiveness (1.1 or more), outstanding competitiveness (1.03 or more and less than 1.1),
average level competitiveness (0.97 or more and less than 1.03), low-level competitiveness (lower than 0.97)

Results of customer satisfaction improvement activities

KT has continuously carried out improvement activities to achieve custom-
ervalue innovation in 2006. As a result of such activities, the company took first place in all
telecommunications services in the level of customer satisfaction and quality index evalu-
ations performed by outside organizations. Itis the firstin the industry to be ranked firstin
all evaluations related to the level of customer satisfaction. KT has also been awarded the
Customer Satisfaction Grand Prize for four consecutive years.

Evaluations by outside organizations in 2006

Category Evaluation results

NCSI (National Customer Satisfaction Index) No. 1in the area of high-speed Internet, international toll telephone
service, local telephone service and domestic toll service

KS-SQl (Korean Standard Service Quality Index) No. 1 in the area of high-speed Internet and international
telephone service

KCSI (Korean Customer Satisfaction Index) No. 1 in the area of high-speed Internet, international toll telephone
service, local telephone service and domestic toll telephone service

KSQl (Korean Service Quality Index) No. 1 company in the area of call center service quality according to KSQI

Customer Satisfaction Grand Prize Grand prize for four consecutive years
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Seven complaints
eEnsure clarity in product subscriptions
*|mprove accuracy in charging
service usage fees
¢ Address complaints related to billing
and payment receipt
eEngage in accurate customer
communication during subscriptions
*Handle customer requests for service
termination in a timely manner
*Keep promises made to customers
*Make contracts and manuals to be
moare customer-oriented

Cases of customer value innovation activities

Online family doctor service

24/1 installation and
customer services
Mega-Miz service

KT Plaza reservation system

Free-of-charge

call forwarding service
Text-based support service
for the disabled

Address top seven complaints

Wonderfull Letter

A dedicated employee is assigned to each customer. The employee takes

a look at the customer’s PC and quickly fixes computers when they are broken
When there is a customer request, service professionals visit the customer's home
after business hours or on weekends

Female engineers visit customers during the daytime in order to address

any inconvenience felt by female, young or elderly customers who live alone.

The KT plaza separately handles the request of a customer who makes reservation
prior to his/her visit ro the site. The company has also drawn up plans to enable
customers who find it difficult to visit a KT plaza, including the elderly and disabled,
to make reservations for home visit by technician.

When a customer’s landline phone is out of order, calls can be forwarded to
another landline phone or mabile phone for free.

This is a customer support service that is provided based on real-time text
messages for people with hearing and language disabilities.

Top seven complaints most frequently raised by customers are

selected for improvements.

Phone bills, which were mainly designed to let customers know

how much they were charged, have been changed into a medium

to send heart-touching messages to customers.

KT Plaza reservation system

Text-based support service for the disabled Wonderfull Letter
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Creating a safe and healthy world of
information and communications

:customer value management / KT 2007 corporate social responsibility report

Customer protection
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Homepage of the Personal Information Protection
Counseling Center

Based on a sense of responsibility as a leading company in the information
and communications industry, KT focuses on addressing the side effects of information
and communications such as unauthorized disclosure of personal information, circulation
of unhealthy information, Internet addiction and privacy intrusion. KT has established a
system to thoroughly manage and thus protect the personal information of its customers.
Moreover, it creates a safe and clean Internet environment by performing a wide range of
“e-clean” activities.

In the future, more focus will be placed on the customers’ safety and health,
such as analyzing the impact of electromagnetic waves on the human body so as to create
aninformation and telecommunications environment where everybody can use IT services

withoutany worries.

Protecting customer information

Activities to protect customer information: Damages from the misuse and unau-
thorized disclosure of personal information on the Internet are increasing as of recent. As
acountermeasure, the government publicly announced “standards on technological and
managerial protection measures for personal information” based on Article 28 of the “Act
on Promoting the Use of Information and Telecommunication Networks and Protecting
Information” (hereinafter referred to as the Act on Information Protection). KT conducts
various activities to protectinformation accordingly.

To prevent incidents caused from unauthorized disclosure of personal
information, KT has created “Guidelines on Personal Information Protection” which de-
scribes incidents that occurred from unapproved disclosure of personal information and
appropriate countermeasures that should be taken. These guidelines have been uploaded
on KT’s website to provide easy access to customers.

InJuly 2006, the company held a “personal information protection event”
for its Megapass customers to promote the importance of regularly managing passwords,
which are the most critical personal information.

Implementation of measures to protect personal information pursuant to the Act on Information Protection

Standards on measures to protect Activities carried out by KT
personal information
Establish plans to manage e Established and implemented personal information protection policies
personal information *Designated employees responsible for personal information management
Access control o Strengthened security for personal information access
Prevent forgery of access records e (perate a search history management system
Encryption of personal information e Encrypted passwords

*Built a security server
Prevent computer viruses o All employees at KT installed vaccine and security software on their PCs
Protection measures when printing e|nserted a watermarks on printouts

and photocopying information
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“Megapass Clean-i" service screen

The company purchased an insurance policy -“personal information
protection liability insurance”- for all customers who participated in the event, justin
case their personal information was disclosed due to any mistake on the part of KT. In
November 2006, KT opened a “personal information protection counseling center,” and is
offering professional to counseling to protect personal information of its customers via
phone (82-1588-1130) or online (http://privacy.kt100.com). KT will make continuous efforts
to enable customers to use KT services anytime not worrying about security by replacing
customers’ resident registration numbers with virtual registration numbers, encrypting
customers’ passwords for Megapass, acquiring an Internet site safety mark and building a
security server for the KT website.

Improved customer information management system: KT has established and imple-
mented various security measures so that customer information is managed in a more
secure way. Improvement measures have been taken to systems that handle personal
information, such as hiding personal information, managing logs on personal information
access and strengthening user access, thereby further strengthening data security of core
business processes. In addition, a personal information impact assessment scheme has
been adopted so that when new services are planned or information systems that handle
personal information are developed, vulnerabilities related to personal information pro-
tection are identified beforehand and measures are taken to address such vulnerabilities.
KT is doing its best to protect its customers, including the deployment of the Personal
Information Risk Management System (PIRMS) that enables real-time monitoring of unau-
thorized disclosure of personal information and rapid countermeasures.

Strengthened training on customer information protection: KT continuously per-
forms various training related to personal information protection, such as onsite training,
customized training by position and cyber training in order to raise employee awareness
ontheimportance of personal information protection and improve their abilities to handle
work related to personal information protection. In particular, the status of customer
information protection and management is regularly monitored for customer contact
points and external distribution networks that handle customer information directly. KT
has strengthened its security trainings so as to thoroughly root out activities that lead to
disclose customerinformation to third parties.

e-Clean activities

Addressing harmful environment in the cyber space: KT conducts research and de-
velopment on various value-added services to establish a “clean” Internet environment
wherein customers can use the Internet freely without having to worry about harmful
sitesin cyber space. KT has developed and provided, since 2002, “Megapass Clean-i,” which
blocks harmful websites and “Megapass TimeCodi”, which prevents Internet addiction. KT
also developed a program that serves as virus vaccines and blocks malicious code attacks
in order to protect customers from ever-increasing cyber attacks. KT has also provided the
program to Megapass customers free of charge since April 2006.

Value-added services to prevent ill side-effects of the Internet (as of end 2006)

Item Service details No. of users (persons) Expected effects

Megapass Block access to harmful websites, 511,018 Block access to harmful

Clean-i such as lewd or violent websites websites for teenagers

Megapass TimeCodi Set and manage Internet usage by 36,946 Prevent Internet addiction
time period and day among teenagers

Mega Doctor Block and cure viruses and 2,044,419 Prevent PC failures
malicious code attacks

Encryption of information Ensure protection from hacking by 60,737 Prevent unauthorized

entered through the keyboard  encrypting information entered disclosure of personal
through the keyboard information
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Homepage of the Spam Response Center

Actions against spam mail: KT supports government agencies to reduce spam
mails and create a clean Internet environment. As part of its efforts, KT established a Spam
Response Center in December 2005. The center receives and handles civil complaints
against improper activities in cyber space such as spam mail and hacking. In addition, KT
has become the first carrier to adopt a spam blocking system for international zones in or-
der to fundamentally block malicious spam from being sent overseas from Korea. The com-
pany has formulated a plan to construct a system that blocks spam mails and worm virus
mails from reaching Korea from overseas.

In 2006, KT reorganized the Spam Response Center website (http://abuse.ko-
rnet.net) so that more professional contents is provided on the misuse of the Internet such
as spam, hacking and financial fraud and further strengthened its functionalities so that
customers can more conveniently use technological counseling and support services. As a
result of such efforts, Korea is now ranked 6th on the spam blacklist, which is an improve-
ment from the third in 2006.

Campaign to prevent side-effects of Internet use: To encourage a sound information
and communications culture in IT-leading Korea, KT has carryed out various activities to
prevent the unwanted side-effects of internet use, together with its affiliated organization,
KT Cultural Foundation. Such activities include educating teenagers to prevent Internet or
game addiction. In particular, KT has carried out a number of campaigns in 2006 to assess
people’s mindsets on Internet ethics and to fully establish and spread a sound Internet eth-
ics culture, such as the “Love for the Internet, Love for Your Family Campaign.” It also held
regular “Internet ethics forums” in participation of well-known social figures. KT surveyed
teenagers and their parents to assess the status of cyber violence and provided circular edu-
cation programs across the nation. KT has continuously provided the practical information
required to createasound Internetenvironmentand strengthen mindset on Internet ethics.

Main activities in 2006 to prevent the side-effects of internet use
eHeld a contest to create a poster that encourages a good manner when using Internet, “Having netiquette”
 Education programs to prevent the side-effects of Internet use in teenagers and their parents

across the nation - Provided education at elementary, middle and high schools

as well as local education offices in 20 areas across the nation. A total of 25,000 people participated.
eHeld “Internet ethics forums / round-table talks” to fully establish and spread a sound Internet culture and ethics

- Held a total of ten forums / round-table talks
Carried out a Motiquette / Netiquette campaign to promote a good manner when using the Internet or a mobile phone
e Carried out a public interest campaign — “Love for the Internet, Love for your family”

- Received 103 thesis papers, 1,135 essays and 14,745 responses on the essays
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The 1st award ceremony for the “Public competition on the Love for the Internet, Love for Your Family Campaign”
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Creating a stable, problem-free information
and communications environment

:customer value management / KT 2007 corporate social responsibility report

Preventing A nation’s economic and social development cannot be achieved without
communication failures reliable information and communications. Therefore, communication failures are a mat-
ter of great importance with the potential to lead to large economic losses or even social
chaos. KT realizes that it bears serious responsibility as it opperates the largest backbone
network and subscriber network in Korea and has performed a wide array of activities to
offer stable telecommunication services and incident troubles. KT creates a stable informa-
tion and communications environment that are free from network communicaton failures.

Establishing aredundant network monitoring system

KT operates network control centers in eleven areas including Seoul and
Busan. The control centers monitor the status of telecommunications services by city and
province. It also has a nationwide network control center in Gwacheon that monitors the
status of telecommunication services across the nation. KT thus has a redundant network
monitoring structure in place. KT has appointed some 20 thousand experts to work on vari-
ous telecommunications facilities, such as switching, transmission, Internet and power
supply thereby conducting preventive maintenance activities all year round.

Redundant network monitoring system

Network top center

Regional network center

Network top center

Operation Internet data Transmission Power
management center management center management center management center

Telecommunications facilities of
network service center
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SNG (Satellite News Gathering)
Mobile telecommunication device
using a satellite

Emergency recovery training

Ajoint training session attended by communication carriers is held under
the supervision of the Ministry of Information and Communication every year to prepare
for contingencies where force majeure makes it impossible to provide communication
services. KT has also equipped itself with 1,200 units of roughly 50 types of different emer-
gency recovery equipment such as switchboards, Internet devices, transmission devices,
engine-generators and SNGs using the Koreasat Satellite and regularly performs emergen-
cy recovery training. Furthermore, the fourth day of each month has been designated as
“Safety Day.” On this day, safety training is carried out to prepare for disasters while safety
inspections are performed on main facilities at each business center.

Preventing Internet attacks

The importance of the Internet as a means to share and transmit informa-
tion is growing. However, normal transmission of information is being delayed or blocked
recently due to an overflow of unhealthy information such as viruses and hacking at-
tempts. As a countermeasure, KT operates an Internet attack response organization to
prevent the influx of unsound information into the Internet sphere and to ensure a safe de-
livery of information thatis precious to its customers. In 2006, KT set up additional security
systems by investing around KRW 5.9 billion to more thoroughly detect and block Internet
attacks. Using its advanced security systems, the company was able to protect precious
customerinformation by intercepting 9,837 hacking attempts.

Status of telecommunications incidents (unit: case)
Category 2004 2005 2006
No. of troubles  Class A - 1 -
Class B 52 29 13
Class C 1,080 517 348
Class D 9,013 5,892 4,547
Total 10,145 6,439 4,908

o Defects are classified according to the number of VOCs:
Class A (3,000 or more); Class B (300 to 3,000); Class C (30 to 300); Class D (Less than 30)

Emergency rescue training
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Complying with fair competition rules
to build a fair market

:customer value management / KT 2007 corporate social responsibility report

Fair trade

KT makes efforts to prevent any unfair acts that arise from excessive com-
petitionin the telecommunications market and to achieve service improvements and tech-
nological development based on fair competition, thereby ensuring greater benefits to its
customers.

Adoption of avoluntary fair trade compliance program

On October 10, 2001, KT held a “ceremony to declare voluntary compliance
with fair trade practices” that embodies the company’s commitment to put fair competi-
tion into practice. It became the first in the domestic telecommunications industry to
adopt avoluntary compliance program aimed at building a foundation for fair competi-
tion. After the introduction of the voluntary compliance program, KT was selected as an
outstanding company for operating this voluntary compliance program from external
evaluations supervised by the Fair Trade Commission and Korea Fair Trade Association.

Enacted regulations on voluntary fair competition compliance

In order to enforce the voluntary fair competition compliance program,
KT enacted “Regulations on Voluntary Fair Competition Compliance” in December 2005.
These regulations include provisions on putting fair competition into practice such as the
roles and responsibilities of the employees that need to be fulfilled for fair competition;
standards and procedures for handling relevant works, such as ensuring fair competition
in the external distribution network; the establishment and operation of a fair competition
deliberation center;aschemeto detect unfairactsin advance;and the evaluation of efforts
to put fair competitioninto practice along with bestowing awards for such efforts.

Distribution of avoluntary compliance manual

KT has created, since 2001, a voluntary compliance manual that specifies in-
ternal guidelines. These guidelines are designed to enable employees to take relevant laws
and legal regulationsinto consideration when doing theirjob relevant laws. Every year, law
amendments and cases of relevant deliberations and judgments made are incorporated
into the manual, which is then distributed to all internal organizations. By so doing, KT en-
hances employee awareness on fair trade.

Strengthened training on fair trade

KT provides training every quarter to improve the employee mindset on
fair trade. Since the launch of a cyber course in 2005, approximately 1,000 employees have
received online training each year. In particular, a regular workshop is being held for per-
sonnel in charge of fair competition at each organization and experts from regulatory or-
ganizations are invited to provide special lectures, so that employees have quick access to
information onrecent trendsinlaws and systems on fair trade.

46_



Implemented a scheme to evaluate the level of fair competition in practice

In 2006, KT formulated a scheme wherein fair competition performance is
evaluated internally. The level of effort made by each organization to put fair competition
into practice is evaluated based on an incentive approach and awards are given accord-
ingly, thereby minimizing business risks and encouraging of a fair competition culture.

Operating a Fair Competition Deliberation Center

In 2005, KT opened a Fair Competition Deliberation Center thatis comprised
of fair trade experts. The company has made it mandatory to conduct deliberations on
various matters in advance including the identification of risk of potential are unfair ac-
tions and the review of regulatory risks, with the aim of preventing the possibility of anti-
competitive activities.

In 2006, there were a total of 393 cases of prior deliberations. Amore rigorous
standard against anti-competitive action has led to an annual increase in this number.

Operation statues of the Fair Competition Deliberation Center (unit: case)
Category 2004 2005 2006
No. of cases of deliberation 65 113 393

*Two corrective actions requested by the Fair Trade Commission in 2006 (Violation of the Labeling and Advertising
Act and Door-to-Door Sales Act)

2007 workshop for personnel in charge of fair competition
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human management M

Employee vs. the head of Management Support Group

al; Will I be able to continue to'work atKT eve

after 1 get married and have a child?
2, Will | be able to continuously grow with
and live a life that is both mentally fulfilling

materialistically affluent?

Song Ji-Yeon. Employee



There is an increasing demand for women to become a part of the workforce, but it is an une
able fact that working condition for women with children is not as good as the one for men in'Kore
KT runs several programs, with the goal of achieving “family-friendly management,” to address low
birthrate and aging in Korea and to enable female workers to balance work and family without having
to worry about childrearing. To encourage child birth among female employees, who are reluctant to
get pregnant because of their work, KT has established several programs, such as the childbirth-facil-
itation fund, parental leave and subsidies for children education. In addition, the company provides
daycare services to infants and children of employees so that they can work without reservations after
giving birth. The company plans to continuously increase the number of childcare facilities and adopt
new programs to support childbirth and childcare. You don’t have to worry because the company has
been acknowledged by the government as the No. 1 company in Korea in this area.

2 Of course you can. KT has formulated a mid- to long-term master plan on human resources devel-

opment in order to nurture experts who create customer value. It has established a capacity-oriented
human resource development scheme by classifying personnel by job position and description and
specifying capabilities that are needed to carry out work. According to such definition, employees are
to select and improve those capabilities step by step. In this capacity-oriented CDP (Career Develop-
ment Program), employees who satisfy certain conditions and who desire to do so are provided with
support so that they can complete an MBA or other graduate school courses at a renowned college at
home or abroad. The basic philosophy of KT in human resources development is that the growth of the
employees leads to the growth of the company. The company also operates a “life plan” program so
thatan employee’s career development isin line with his/her life plan. The company opened a Caree
. Design Center to offer professional consulting services required for employees to live a successfulli
: including identifying and developing one’s career; counseling service; re-employment and op
mall businesses after retirement; and obtaining different certificates.

Park Hee-Kweon. The head of Management Support Group



Creating a happy workplace that gives
employees a balance between work and home

:human management / KT 2007 corporate social responsibility report

Management approach Key tasks to fulfill social responsibility

Based on the survey of stakeholder opinion on human management, KT has
chosen, as key tasks of social responsibility, human resource development, fair HR practic-
es, balance between work and personal life and open communication. Despite KT’s system-
atic HR system and comparative long period of continuous employment (18.64 years as of
December 31, 2006), assessment results indicate that many employees feel insecure about

their futures, demonstrating a dire need to build mutual trust based on an open culture.

Human resources
development
Cultivate global human
resources to create innovative
customer values

Fair corporate culture
Realize a human-centered
corporation culture with
offection and equity

Communication
with employees
Establish an open culture

Achieving

atrue balance between
work and home

Cultural events for employees
and their family members

Cooperation between
labor and management
Build mutual trust

Key results of activities in 2006

Welfare
Achieve balance between
work and personal life

Item
Education and
training of employees

Promotion of
employee welfare

Handling of

employee complaints
Assessment of the
employee satisfaction level
Activities to prevent
industrial disasters
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Key results
e Classroom training completed by 48,016 employees; online training completed by 83,955 employees
¢ (Operation of 444 CoP(Community of Practice) and 53 study groups
e Average training hours and costs per employee: 106 hours; KRW 740 thousand
* Amount spent on welfare support: KRW 336 billion
o Adopted a family-oriented scheme, such as child care facilities
at the workplace and the childbirth congratulating fund
ePercentage of handling of employee complaints: 96.7%
(Handled 118 out of a total of 122 cases)
e|mproved the employee satisfaction level:
77.1 points (in 2005) — 79.8 points (in 2006)
e|ndustrial disasters: Percentage: 0.19%; No. of people: 73 persons



Vision for human management

HR philosophy

Model employee

Strengthen
professionalism

A program to develop competencies
of our people

*Program to develop experience

*Regular learning scheme

Objective and direction

Itis not the company that enhances customer value through its products
or services, but the employees who fully perform their roles that realize such value. Only
when a company pursues the growth and development of both its organization and each of
itsemployees canitachieve continuous growth and gain trust from the market.

Based on the objective of “developing talent who are professional and have
achallenging spirit to realize customer dreams and care for customers,” KT has set four im-
plementation directions: strengthen professionalism; enhance a sense of ownership and
achallenging spirit; improve labor and management cooperation; and balance work with
family life and the protection of human rights. The company plans to actively carry out em-
ployee value-oriented human managementaccordingly.

Mid- to long-term objective of human management

Develope talent who are professional and have a challenging spirit

to realize customer dreams and care for customers

Innovate the value of our people by respecting the diversity of the people

Competent personnel who create customer value

Enhance a sense of ownership Labor-management Strike a balance between work
and a challenging spirit cooperation and home and protect human rights
*Boost a sense of ownership based oBuild mutual trust e Balance work and family

on an open culture o Establish and encourage a new *Human-centered corporate culture
e|nnovate personnel operations labor-management mindset

Award ceremony for the best Mentor & Mentee
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Develop talent to create

innovative customer values

:human management / KT 2007 corporate social responsibility report

Human resources The skills of human resoures are the most important factor for KT to be-
development come aleading global information and communications company and create top-notch

customervalue. This is because itis none other than the people who create customer value

and enable corporate development. KT has formulated a mid-to-long-term master plan to

develop experts and implemented its systematic processes. It renders a more active sup-

port for human resources development including the offering of educational programs by

capability, alifelonglearning program and “life plan” programs.

Competency-based HRD

KT e-learning homepage

competencies thatarerequired to meet the organization’s objectives.

Developing human resources and their experiences

KT has come up with a mid- to long-term master plan on cultivating human
resources in order to foster experts, to achieve the goal of creating customer value and
responding to dynamic changing business environment. We have established competency-
based HRD system, which is classifying personnel by job position and duty, specifying
competencies that are needed to carry out the role and responsibility. And it can make
employees check their gap and improve their competencies step by step. In particular, KT
is assessing the employees’ competencies with personal characteristic and job aptitude
every year based on a computerized system, so as to support employees in developing core

KT has made the competency structure of its employees to develop and

provide training programs. Training programs provided are comprised of value-sharing

program, job skills training, external training and etc. KT has recently increased the number

of e-learning courses available from 60 to 395 courses, with a focus on subjects related to

self-directed study, including job duties, certificates of qualification and language skills. It

enhances learning opportunities foremployees whenever and wherever they are.

Training details

Year

Costs (KRW Thousand / person)
Hours (Hour / person)

Class room training (No. of people)
E-learning course (No. of people)
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2004
830

66
32,119
52,812

2005
740
107

42,048
89,716

(unit: persons)
2006

740

106

48,016
83,955



Learning group activities

AC (Assessment Center)

A simulated evaluation method that has been
developed by using various means, such as personal
interviews, psychological exams, business games,
resolution of situations and case studies; and by
reflecting on the company’s situation in core areas.

Award ceremony during which

KT received government certificate as an
outstanding organization in human resource
development in 2006

Awards received from outside organizations
*Received the 2006 Best HRD certificate
(Jointly from four government agencies)
*(Chosen as the best organization ata
Small- to Medium-sized Company Job Training
Consortium (supervised by the Ministry of Labor)
®Acquired a “Grade A" rating in terms of developing
job skills (hosted by the Ministry of Labor)

Promoting learning groups

A key aspect of KT’s employee development philosophy is our commitment
to the support of lifelong learning. As part of such efforts, KT has developed and is sup-
porting a wide variety of field learning programs, such as a IDP (Individual Development
Program), COP (Community of Practice) and mentoring program. Since 2007, the company
has been implementing a learning contract program that aims at fully establishing a self-
directed learning culture. It encourages employee planning and building of individual
development paths based on their competencies which are discussed and contracted with
their respective managers on spending at least 100 hours/ year.

Status of learning group operations (unit: teams)
Category 2004 2005 2006
Community of practice 31 234 444
Study group 35 64 53
Mentoring - 255 240

Impartial performance evaluation and reward

KT has continuously improved its distinctive personnel management pro-
cess and objectivity and impartiality of evaluations to achieve personnel management
that is based on abilities and performance. Each individual employee’s performance and
competencies are measured and evaluated every six months in connection with the com-
pany’s strategic direction and objectives. KT implements various schemes to boost the
credibility of employee performance evaluations such as the establishment of an Assess-
ment Center, which is an evaluation system used at advanced corporations, in addition to
evaluations on an employee’s performannce and skills as well as an evaluation by many
parties who work with an employee. Moreover, KT has adopted a fast-track promotion
scheme and abolished the rule that allowed an employee a chance for promotion only
when he/she has held a single position for certain period of time, with the aim of strength-
ening a performance-oriented culture and motivating employees. The company also imple-
ments an annual remuneration scheme for managers or higher-level employees and has
improved the remuneration scheme to compensate employees based on performance.

Life plan program

KT adopted the “Life Plan” program in October 2005 in order to establish
the conditions required for employees to design their future themselves even after retire-
mentand to change the employees’ mindsets with regard to their occupation. The program
consists of three courses (self-innovation I, I and I1l) that are tailored to the age group of
currentemployees. Moreover, KT opened a Career Design Center in September 2006 to offer
the education, training and consulting required for employees to successfully make way
for their future including courses on identifying and developing one’s experiences; coun-
seling; re-employment; opening small businesses; and acquiring certificates.

Life plan training received (unit: persons)
Year 2005 2006 Total
Self-innovation | VAN 8,160 15,331
Self-innovation Il 131 381 512
Self-innovation Il 194 1,51 1,705

Received government certification as an outstanding organization in HRD

In 2006, KT received a “Best HRD certificate” from the government. The Best
HRD certificate is awarded jointly by four government agencies, including the Ministry of
Labor and the Ministry of Education and Human Resources Development, to companies se-
lected as being exemplary in human resource management and development. KT plans to
continuously make considerable investments and give all-out support to the development
of employment capabilities.
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Establishing a fair, amicable and
people-oriented corporate culture

:human management / KT 2007 corporate social responsibility report

Fair corporate culture

One of the basic philosophies of KT is to never discriminate against its em-
ployees for any reason such as physical disability, religion, gender or regional and school
background. Based on such a philosophy, KT has established and implemented relevant
systems and policies such as employment equality, maternity protection, sexual harass-
ment prevention and the provision of equal opportunities. KT creates an amicable, people-
oriented corporate culture in which all employees can develop together based on equal
opportunities and zero discrimination.

Employment equality

KT hires new employees every year and also operates a regular employment
system based on a personnel database. For new and strategic business areas, the company
hires experienced workers, professional consultants (contract-based hiring of market
experts) and professional executives whenever required, thereby flexibly responding to
changes in the business and management environment. KT has adopted and is operating
countless schemes such as “blind interviews” and a regional recommendation scheme, in
order to ensure employment equality for non-mainstream people including people in re-
gional areas, physically challenged people and women.

As of December 2006, the number of KT employees totaled 37,843, of which
female employees accounted for 14.8%. Female employees occupy a range of positions
from new employees to executives. The percentage of women among new employees has
steadily gone up for the last three years and reached 23.3%in 2006. The percentage of phys-
ically challenged people employed is 3.1% (as of year-end 2006), which exceeds the legally
stipulated percentage of 2%.

Maternity protection

KT provides support to female employees so that they can work in a com-
fortable setting by fully implementing relevant human rights regulations, such as prohib-
iting young employees under 18 from working at night; prohibiting pregnant employees
from working overtime and being assigned to physically-challenging work; and giving a
90-day vacation before and after giving birth.

Prevention of sexual harassment

A “survey on the status and awareness of sexual harassment in the work-
place” indicated that the general awareness on sexual harassment was extremely low. To
address this issue, KT has opened a mandatory online training course on sexual harass-
ment prevention and provided training at least once a year to every single employee. KT
makes additional efforts to prevent sexual harassment and violence in the workplace by
enacting guidelines on sexual harassment prevention; appointing sexual harassment
counselors by organization; and opening a sexual harassment counseling center.
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Prohibition of discrimination and provision of equal opportunities

KT stipulates in its Code of Ethics that no unreasonable and discriminatory
measures will be employed in implementing policies due to such reasons as physical dis-
ability, educational background or school and regional ties. Moreover, KT provides equal
employment opportunities to women, the disabled and persons of national merit, when
hiring new employees.

Prevention of forced labor and child labor

KT strictly abides by articles on forced and child labor stipulated in regula-
tions set forth by the International Labor Organization (ILO) and in the Korean Labor Stan-
dardsAct.

Employment of the disabled

® Percentage

No. of disabled employees (persons) N
1000 "
e 31%
2
900 - 910 persons
o0 o 26% 26
788 persons
700 700 persons
600 .
2004 2005 2006

Comparison between
male and female employees

2006

All employees: 37,843
Male: 32,238 (85.2%)
® Female: 5,605 (14.8%)

2005

All employees: 38,240
Male: 32,609 (85.3%)

® Female: 5,631 (14.7%)

2004

All employees: 38,323
Male: 32,706 (85.3%)
® Female: 5,617 (14.7%)

(unit: persons)

Distribution of
female workforce

2006

Total No. of
female employees: 5,605

® No. of female employees with a
managerial post or higher: 308 (5.5%)

2005

Total No. of
female employees: 5,631

@ No. of female employees with a
managerial post or higher: 236 (4.2%)

2004

Total No. of
female employees: 5,617

@ No. of female employees with a
managerial post or higher: 204 (3.6%)

Percentage of
female employment

2006

Total No. of new employees: 129

. Male: 99

@ Female: 30 (23.3%)

2005

Total No. of new employees: 273

. Male: 216

@ Female: 56 (20.5%)

2004

Total No. of new employees: 348

Male: 298
® Female: 50 (14.4%)



Operating various welfare schemes
for employee satisfaction

:human management / KT 2007 corporate social responsibility report

Welfare

Family-friendly management
declaration ceremony

KT wants to help employees strike a balance between work and personal
life and has established a wide array of welfare schemes to ensure employee satisfaction.
It focuses on enhancing the quality of its employees’ lives by operating various programs
in the areas of childhood education, self-development, leisure activities and health man-
agement. In particular, KT provides a family closeness program, which includes facilitating
child birth, maintaining the good health of the entire family, thereby enhancing employ-
ees’satisfaction level towards work and family life.

Improving employee welfare

To ensure a stable life and to improve the welfare of all employees, KT oper-
ates various support programs regarding childhood education, self-development, leisure
activities and health management. In 2002, KT opened a Cyber Welfare Hall (http://b4u.
kt.co.kr), which is the company’s website on welfare, so that all employees, including retir-
ees, have easy access to welfare services. In-depth discussions on welfare performance and
issuesare carried outduring collective wage negotiations between labor and management
every year. Through this process, issues in welfare schemes and operations are addressed
so that balanced welfare benefits can be enjoyed in every aspect of an employee’s life.

Welfare scheme

Category Details
Pension savings Provide pension support in a given amount offered every month
Housing fund Extend long-term, low-interest loans to employees who do not own a house
Expenses for congratulations Provide financialsupport for congratulatory and condolatory events

Offer additional support to mutual.aid associations within the company
Disaster recovery fund Provide disaster recovery funds when an employee’s house is

damaged or flooded due to a natural disaster
Resting facilities Operate cultural centers, summer rest homes and condos
Health checkup Provide subsidies for health checkups for employees and their spouses
Medical cost Provide support in terms of medical costs for employees, their spouses and children
Child tuition Provide support in terms of tuition for the children of employees who

are in middle school, high school or college
Group insurance Reduce the financial burden on families when employees are in an accident
Statutory insurance Provide support for the National Pension, National Health Insurance,

Employee Insurance System and Work Injury Insurance

Money spent on welfare support
Year 2003 2004 2005 2006
Amount (KRW Billion) 236.6 365.3 346.6 336

eIncluding financial support for the in-house work-welfare fund
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Family program

In order to address the low birthrate in Korea, KT conducts various child-
birth support activities such as operating day-care facilities in the workplace, allowing pa-
rental leave and providing childbirth-congratulating funds. KT has taken a step further by
adopting the family-friendly program as a means to boost the morale of its employees. Em-
ployees who have received the benefits of the family program are more satisfied with their
work and family life. This has led to an enhancement in the quality of life as well as a higher
level of devotion to the company, ultimately resulting in enhancing employee concentra-
tion at work and achieving considerable improvements in work productivity. In July 2006,
the company was chosen as an outstanding corporation during a family-friendly manage-
ment declaration hosted by the Ministry of Gender Equality and Family and the company’s

many family-friendly programs have now beenintroduced to other corporations.

Family programs
Category Details Date of Introduction
Facilitation Childbirth-congratulating Provide KRW 200 thousand for the first child; January 2007
of childbirth fund KRW 500 thousand for the second;
and KRW 1 million for the third
Parental leave One-year parental leave given to employees September 2005
who have a two-year-old or younger child
Subsidy for childhood Financial support for education expenses September 2005
education for a preschool child
Daycare facility at work Provide daycare services to infants and March 1997
children of employees
Family Health examination of Subsidy for health examinations of March 1993
health employees and spouses employees and spouses
Helping the families of Financial support for medical expenses given to -
employees with incurable families of employees with an incurable disease
diseases (KRW 2 million per person)
Family English camp for elementary ~ Professional languagel education offered to the June 2005
participation and middle school children children of employees during school breaks
Online lectures on Provide English, Chinese and Japanese language March 2005
languages courses free-of-charge to families of employees
Family rest facilities Support five training facilities in organizing March 1987
events for families
Cultural events that facilitate  Performances, “movie day” and a UCC January 2006

family participation

(User Created Content) competition

Language camp for the children of employees
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Creating an open culture by facilitating
internal communication

:human management / KT 2007 corporate social responsibility report

Communication with
employees

6th Blue Board launching ceremony

KT aims to create an open culture where smooth communication takes
place between the company and its employees as well as among employees based on mu-
tual respect and consideration. KT does more than reflect the results of annual employee
satisfaction assessment into management: It operates schemes, such as Blue Board and
Cool Box, so that employees have more opportunities to raise matters of concern or state
their opinions and more proactively participate in management. In addition, psychological
counseling and a grievance resolution process are in place to ensure employees a comfort-
ableand stablellife.

Assessment of employee satisfaction

KTis convinced that only those employees who are satisfied with their work
and are motivated can enhance customer value and corporate productivity. Based on such
a conviction, KT has been carrying out annual assessments on the satisfaction level of all
itsemployees since 1999. The satisfaction score in 2006 was 79.8, showing a steady improve-
ment from 2004. Assessment results are communicated to each organizational manager so
thatimprovements can be made.

Employee satisfaction score (total points of 100)
Year 2004 2005 2006
Score (points) 74.7 771 79.8

Blue Board scheme

KT has operated, since 2002, the “Blue Board” which consists of young and
talented employees to facilitate internal communication and expand opportunities to
participate in management. Blue Board members, who are chosen every year through a
competition, hold regular meetings with top management to present and discuss creative
ideas on the development direction of the company, thereby encouraging the active ex-
change of opinions between executives and employees. Up until 2005, the headquarters led
the operation of the Blue Board. In 2006, however, Blue Board members were classified into
headquarters and regional members. Corporate-level members conduct activities to create
an open corporate culture and have meetings with the CEO, while regional members com-
municate with regional directors and carry out social contribution activities.

Cool Box system

“Cool Box” refers to theme-oriented discussion rooms that allow employ-
ees to state their opinions freely on various themes of interest and share their thoughts.
In 2005, the first Intranet discussion room was opened. Since then, a total of 23 discussion
rooms were created and put into operation by year-end 2006. Cool Box enables employees
to communicate their creative thoughts and ideas and plays a pivotal role in gathering the
opinions of the employees.
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Operating a Psychological Counseling Center

KT, which pursues harmony between work and personal life, opened a Psy-
chological Counseling Center in August 2006 to help its employees concentrate on their
work and enhance work productivity. The Center provides counseling and resolves psy-
chological issues. It provides counseling in different areas, such as interacting with others,
handling stress, adjusting to life at work, developing one’s character and taking care of
children. Confidentiality is guaranteed since the operation of the Center is outsourced to
an external, professional organization.

No. of counseling sessions in 2006 (unit: session)
Category Face-to-face counseling Online counseling Telephone counseling Total
No. of counseling sessions 135 13 21 169

Grievance resolution system

To resolve any employee grievances including complaints, KT has set up a
grievanceresolution departmentat each organization. Reports on grievances are classified
and handled quickly and fairly through the appropriate Grievance Resolution Committee.
In 2006, a total of 122 reports on employee grievances were made in 2006. Most of them
were general grievances, such as request for relocation.

Number of grievance reports resolved (unit: session)
Category 2004 2005 2006
No. of reports received 102 143 122
No. of reports resolved 94 138 118
Resolution rate (%) 92.1 96.5 96.7

Vision discussion forum
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Creating a model labor-management
culture based on mutual trust

:human management / KT 2007 corporate social responsibility report

Labor-management
cooperation

Ceremony celebrating the 24th anniversary of
the establishment of the labor union

Operation of labor-management
council meetings in 2006

Organization Frequency
Labor-Management Council 4 times
Labor-Management Relations 4 times
Improvement Committee

Job Security Committee 12 times
HR & Remuneration Scheme 7 times

Improvement Committee
Management presentation 34 times

KT has created a model labor-management culture based on mutual trust.
The company has reached a peaceful conclusion in collective bargaining negotiations for
six consecutive years since 2001, thanks to the labor and management communicating
based on anopen mind and striving to achieve the same goals. Moving forward, KT will con-
tinue its efforts to create win-win labor-management relations in which the two parties
areableto grow together, creating value forand ensuring the satisfaction of its employees.

Establishing a win-win labor-management culture

KT recognizes the labor union as a representative of employees and a key
partner in management. It aims to achieve win-win labor-management relations to cre-
atevalue for employees while adding to their level of satisfaction. In particular, labor and
management share their thoughts and reach a consensus on matters related to corporate
policy and management through business presentations or labor-management discussion
forums, thereby preventing labor-management disputes and conflicts. Such results have
already born fruit: allowing KT to reach peaceful conclusions in collective bargaining nego-
tiations for the six consecutive years from 2001 to 2006.

Labor union status

Formed in 1982, KT’s labor union consists of a central headquarters as well
as 433 subdivisions and branches in the company’s business centers around the nation.
KT guarantees the employees’ right to establish a labor union and other representative
bodies. The adoption of the union shop scheme, which requires new employees to be labor
union members as soon as they join the company, has led to 81% (30,508 persons as of year-
end 2006) of all employees becoming members of the [abor union.

Facilitating communication between labor and management

KT operates several councils, including the Labor-Management Relations
Improvement Council and Job Security Committee, based on an agreement between labor
and management, in addition to mandatory councils stipulated in labor laws, with the aim
of facilitating mutual understanding and facilitating bi-directional communication. Fur-
thermore, management presentations are given on the company’s key management status
through which labor and management are conducting in-depth discussions on corporate
management. From each organization, including the company head office, five to ten la-
bor and management representatives (the number of people from each party is the same)
come together every three months to hold a labor-management council meeting in order
to incorporate employee opinions into management. In addition, matters subject to nego-
tiation are identified beforehand through the Labor-Management Improvement Council,
the Job Security Committee and the HR & Remuneration Scheme Improvement Committee,
through which the company quickly incorporates and addresses matters of interest to its
employees.
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Creating a workplace where the safety and
health of employees are assured

:human management / KT 2007 corporate social responsibility report

Safety and health

Status on work injury (unit: persons)
Year 2004 2005 2006
No. of employee 86 67 73
injured by accidents

No. of fatal accidents 8 6 3
Injury rate (%) 0.23 0.17 0.19

Safety Assessment Day event

Creating a safe working environment

Events to put safety measures into practice: A “Safety Assessment Day” event that
is supervised by the CEO and labor union chairman is held at least once a year. Through this
event, top management demonstrates their strong commitment on ensuring industrial
safety with theemployees and form a consensus on the need to achieve industrial safety.

Industrial Safety & Health Committee: A workplace with more than 100 employ-
ees are required to appoint the director of workplace as the person responsible for safety
and health management and abide by matters stipulated in the Industrial Safety and Health
Act. In addition to complying with this requirement, KT holds Industrial Safety & Health
Committee sessions every quarter so that the labor and management can discuss matters
related to safety and health including accident prevention, training and employee health.

Operating an accident control system: KT has in place a scheme that enables rel-
evantemployees to swiftly receive reports of any accidents. In addition, details on accident
investigations and measures to prevent the recurrence of accidents are disseminated to all
business centers across the nation.

Training on industrial safety: Field employees and supervisors are required to
receive at least three hours per month and 20 hours per year of regular safety and health
training, respectively so as to preventindustrial disasters. Correspondingly, onsite training
is provided to supervisors, thereby raising employees awareness on safety.

Managing employee health

Employees in their 30s and 40s exhibit a high rate of disease occurrence,
such as cardiovascular disease as well as a high risk of suffering from computer-related
occupational diseases such as work-related backaches and musculoskeletal system disor-
ders. KT recognizes that employees in this age group play a pivotal role in production activi-
ties. Based on such a realization, KT performs regular health check-ups on its employees
every year. Health related data collected every year will be actively used to manage em-
ployees’ health such as the prevention of disease and early diagnosis of maladies, based on
the health management system currently under construction.

Employee health management program

Category Main program Personnel in charge
Health examination e Comprehensive health examination for employees (once a year) Personnel in charge of health
at each business center
Health guidance *Around 200 general hospital-level health organizations across Health manager to
the nation offering guidance to KT employees whom work is delegated
Physical strength e Measuring the physical strength of employees and offering Personnel in charge of health
management recommendations on exercise regime (once a year) at each business center

e All business centers equipped with a fitness room
*(Online body stretching exercise program offered to prevent
musculoskeletal system disorders
Assessment of the * Assessing the work environment at business centers Personnel in charge of health
work environment (at least once a year) at each business center
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Win-win cooperation

Partner Company vs. the head of Purchasing Strategy Office
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has strengthened transparency and fairness in its business relationships with partner co
d continuously overhauled its procurement structure. To strengthen win-win cooperation with par
ompanies, KT will establish a company-wide win-win cooperation scheme based on three pillars: sha

ing benefits based on mutual trust; supporting partner companies to enhance their competitiveness; and
building an open corporate ecosystem.

KT will expand the Supplier Performance Management (SPM) system so as to classify partner companies
into three groups - the circulation, improvement support and cultivation groups - according to business
transaction performance, cooperation results and partner company capacities and foster the partner
companies accordingly. Outstanding partner companies with a certain grade will be provided with vari-
ous incentives, such as priority in business participation, preferential treatment in contract, conclusion
of higher number of long-term contracts and priority to join the win-win cooperation programs. Partner
companies that need to improve will be encouraged to make voluntary performance improvements and be
provided with technological support and customized consulting serious services, thereby helping partner
companies to enhance their competitiveness.

D) In addition to a partner company portal website (http://partner.kt.co.kr), KT has set up various on-

and off-line communication channels, such as meetings with partner company CEOs, business presenta-
tions and special communities by equipment. By so doing, the company enhances mutual understanding
and business efficiency. To strengthen win-win cooperation with partner companies, KT operates an
organization dedicated to partner companies, through which the company is continuously developing
and implementing various win-win programs. Core win-win cooperation programs include opening a dedi-
cated space for win-win cooperation (KT’s Win-Win Cooperation Center); implementing a benefit-sharing
program; operating an online channel to receive partner company opinions at all times; providing finan-
cial support; making full payments in cash; providing free-of-charge, customized training; transferring un-
used patent technologies; engaging in cooperation related to patents; and performing regular surveys of
rtner companies. Moving forward, KT will step up efforts to strengthen win-win cooperati
oth communication with partner compan

Park In-Kyu. The head of Purchasing Strategy Office



Maintaining a true win-win relationship
with partner companies

:win-win cooperation / KT 2007 corporate social responsibility report

Management approach Key tasks to fulfill social responsibilities

Based on the survey on stakeholder opinion win-win cooperation, KT chose,
as its key tasks for win-win cooperation, partner company communication and support for
partner company advancements. The company also realized that there is a difference in
opinion between KT employees and partner companies in the reasonable level of reason-
able support provided for partner company developments; listening to the opinions of
partner companies; and maintaining consistency in policies. As such, KT made various ef-

forts to achieve win-win cooperation, in its trust meaning, so that partner companies can

Ceremony on a win-win cooperation agreement

with small-to medium-sized companies

agree with KT that a certain level of cooperationisin place.

Build trust with

partner companies
Build a strong relationship of trust
based on practical and various
cooperation efforts

Key results of activities in 2006

Item

Benefit-sharing scheme
Win-Win Cooperation Center
Improvements in the
purchasing scheme
Resolution of complaints

from partner companies
Multi-dimensional evaluations
on partner companies
Financial support

Full payment in cash
Transfer of patented
technology usage rights
Free training for partner
company employees
Providing technological
development funds
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Enhance the competitiveness
of partner companies
Join in efforts for the continuous
growth of partner companies

Strengthen partnerships

with partner companies

Key results
Conducted four projects and achieved financial benefits amounting to KRW 1.85 billion
*One-stop services available for partner companies (opened in July 20086)
e Increased the number of partner companies with which KT concluded
long-term contracts: 22 companies (in 2005) — 30 companies (in 2006)
*Received and resolved ten complain reports, including reports on inventory issues

e|mproved the satisfaction level of partner companies
66.4 points (in 2005) — 75.4 points (in 2006)
*Provided preferential loans in connection with financial institutions:
Total loans amounting to KRW 181.7 billion
*\Made cash payments to small- to medium-sized companies: KRW 2304.4 billion
e Supported a total of 102 cases (Licensing: 50 cases; technological transfers: 52 cases)

A total of 24 on- and off-line courses provided to 11,000 persons

Selected five projects and gave financial support amounting to KRW 975 million



Objective and direction

The gap between large corporations and small- to medium-sized companies
would be narrowed only when support and efforts are made from all levels of society. Ac-
cordingly, KT actively promotes win-win cooperation by developing and providing a wide
array of training and support programs to ensure the continuous and practical growth of
around 4,000 small-to medium-sized partner companies.

With the company’s implementation objective -“Wonderfull Family Part-
nership”-in mind, KT will establish a company-wide win-win cooperation scheme based on
three implementation directions: share benefits based on mutual trust; support partner
companies to enhance their competitiveness; and establish an open corporate ecosystem
that assimilates external competencies. KT will thus make joint efforts to create new value
and strengthen strategic partnerships with partner companiesin the mid- to long-term.

Mid- to long-term objective of win-win cooperation

Establish a creative corporate ecosystem

that enables value creation with partners
Wonderfull Family Partnership

Share benefits based on Support partner companies in Establish

mutual trust enhancing competitiveness an open corporate ecosystem

o Share benefits that result from joint eEncourage partner companies to strengthen  Strengthen communication to expand
efforts with partner companies their competitiveness and give them motivation, win-win cooperation

e Expand win-win cooperation models by rather than unilateral support e|dentify in advance and resolve complaints
sharing values «Offer opportunities to advance into new businesses  and hardships faced by partner companies

through financial and technological support

KT Partners’ Day with invited presidents of partner companies
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Building strong trust based on practical
cooperation in various areas

:win-win cooperation / KT 2007 corporate social responsibility report

Building trust with partner

companies

Presentation on the partner company
benefit-sharing scheme

Benefit-sharing scheme

Receive
information on
benefit-sharing

projects

In order to achieve a true win-win relationship with partner companies,
mutual trust is extremely important. Gaining trust is not a simple process: It can only be
achieved when both parties open up to and sincerely cooperate with each other. KT builds
trust with its partner companies by implementing a benefit-sharing scheme, conducting
multi-dimensional evaluations of its partner companies, opening a Win-Win Cooperation
Centerand making efforts to facilitate communication.

Implementing a benefit-sharing program

In 2006, KT adopted a pilot benefit-sharing program to share the benefits
that it has obtained based on joint efforts with its partner companies, such as quality
improvements, cost saving and product developments. It did so to establish a fair relation-
ship of cooperation with its partner companies. KT’s initial focus was to develop a benefit-
sharing model thatisin line with conditions in the telecommunications sector and to fully
establish the program. The company carried out a total of four projects with six partner
companies, leading to financial benefits of around KRW 1.85 billion. As of 2007 six projects
have been chosen and arein progress.

Projects conducted in 2006 in relation to the benefit-sharing program

Catagory Projects
Development of equipment Achieved localization of a FTTH (Fiber To The Home)
optical-line network measuring device
Quality improvement Standardized distribution panels in small- and medium-sized buildings and made

improvements in the level of failure found in reserved switchboard units
Cost reductions Improved the architecture of the new authentication web server

Launch of the Win-win Cooperation Center

As part of its efforts to put its win-win cooperation policy into practice, KT
opened a “Win-win Cooperation Center” in July 2006. The Center is located on the second
floor of KT headquarters and consists of meeting rooms, a workspace and a rest area. The
KT Win-win Cooperation Center addressed the inconveniences felt by partner companies
when visiting KT because there was no dedicated space available for them to engage in
business discussions. It also serves as a one-stop service center where general win-win co-
operation activities are conducted.

KT and partner
A lect ies jointl te f
sSess e!nd selec compam_es join _y Evaluate benefits Compensate for
projects carry out innovative the benefits
activities
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Operating diverse communication channels

Communication is key to carrying out projects with partner companies. KT
has established various communication channels for a variety of reasons: to enable fair and
transparent business; facilitate the exchange of information; improve unreasonable schemes;
actively listen to the opinions of its partner companies; and strengthen mutual trust.

Communication channel Objectives Cycle

Special community by equipment  Channel to exchange technologies and information Atall times
by equipment group

Purchasing VoS (Voice of Supplier) Gather various opinions from partner companies and provide feedback Atall times

Multi-dimensional evaluations Conduct surveys on the satisfaction level of partner Twice a year

by partner companies companies and provide feedback

Meetings with partner Gather opinions and give presentations on business Once a year

company CEOs plans and purchasing schemes

Regular presentations Make improvements to schemes through council meetings by area Twice a year
Exchange information and have Q&A sessions

Online Win-win Introduce the win-win cooperation program At all times

Cooperation Center (online application is available)

Suggestion box Provide opinions, such as what kind of improvements can be made, Atall times

after evaluating equipment and receiving feedback

Assessment of partner companies’ satisfaction

Since 2005, KT has performed multi-dimensional evaluations on its partner
companies every year to assess the company’s general purchasing process from the point
of view of its partner companies and to make improvements accordingly. In 2006, KT con-
ducted an online survey on a total of 170 partner companies. The survey showed a satisfac-
tion score of 75.4 points (out of a total of 200 points), indicating considerable improvements
compared to the previous yearin how partner companies viewed KT’s purchasing policies.

Partner companies’ satisfaction level (unit: points; Qut of a total of 100 points)
2005 100
M 2006
90
® 7656 L
" 75.4 : 738 120
68.0 69.6
66.4 66.6 64.0
60
50
40
30
20
Average Process Scheme Organization System

67_



Making joint efforts for the continuous
growth of partner companies

:win-win cooperation / KT 2007 corporate social responsibility report

Strengthening
the competitiveness of
partner companies

Partner company training on the performance
management system

KT has formulated various policies that support partner companies so that
they can gain competitive edge with the goal of establishing a long-term partnership. The
company putin place a partner-company grading scheme to motivate them and strength-
en their competencies. KT is taking a step further by offering free training, thereby actively
providing supportin human resource development. It also helps its partner companies im-
prove competitiveness through financial support, technological transfers and technologi-
caldevelopment support.

Implementation of a partner company grading scheme

Partner companies that supply equipment to KT are comprehensively evalu-
ated on such factors as quality, level of cooperation, compliance to the delivery deadline,
cost saving and financial status, throughout the year. They are then graded (Grade S, A, B, C
or D) and are managed differently according to the grade. Outstanding partner companies
with a high grading are given priority to join the support programs such as the provision of
opportunities to participate in business and preferential treatmentin contracts.

Partner companies with a low grade are assessed on their current level,
provided with supportinimplementing improvements such as training and consulting and
encouraged to make voluntary performance improvements, thereby strengthening the
competitiveness of KT’s supply chain and the foundation for win-win cooperation.

Matters applied to each partner company grade (as of end 2006)
Grade Percentage No. of suppliers Matters applied to each grade
Top (Grade A or higher) 20% 32 Given preferential treatment in contracting; exempted from

non-financial evaluations, payment of guarantee money for
contracts and bidding; and able to conduct voluntary inspections
Middle (Grade B) 50% 79  Provided with support in quality consulting and certification;
free training; and new product development costs
Given priority for win-win programs, such as the
“KT family loan” and access to the general model room
Bottom (Grade C or lower) 30% 47 Implement improvement requests by KT and strengthen
inspection of products

Offering free training to partner companies

KT provides practical training to partner company employees, free of
charge, to strengthen the skills of partner company personnel and resolve difficulties faced
by small- to medium-sized companies in terms of human resource development. There are
at present a total of 24 on- and off-line courses available, including those on internetwork-
ing and on cultivating TL9ooo examiners. KT has drawn up plans to continuously launch
new courses such as six sigma and top management training.
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Ceremony for conclusion of agreement between
KT and venture capitalists for partner company
investment support

Presentation on patent licensing for win-win
cooperation between small- to medium-sized
companies and large corporations

Training provided to partner companies in 2006

Category Subject No. of courses No. of partner companies No. of people
Online training Construction 9 1,848 7,174
Materials and equipment 2 239 1,857
Offline training Construction 8 900 1,310
Materials and equipment 3 348 486
Distribution and sales 2 137 173
Total 24 3,472 11,000

Financial support to partner companies

KT operates various financial support programs to promote the financial
stability of small- to medium-sized companies, which are in a dire situation resulting from
therisein raw material prices, increasein oil prices and drastic plunge in the exchange rate.
The company concluded agreements with financial institutions so that partner companies
can receive loans at low interest rates based on their performance in supplying products
and their technological skills. Starting from July 2006, KT has paid in cash for transactions
withits small-to medium-sized partner companies, no matter what theamountis. The total
amount of payment KT made in cash in 2006 reached KRW 2304.4 billion.

Financial support given to partner companies (as of end 2006)
Category No. of partner companies Loan amount (KRW) Commencement date
Network Loan 369 110 billion December 2004
KB Partnership Loan 50 68.8 billion April 2006
KT Power Loan 7 800 million November 2005

Providing technological development funds

To facilitate the development of small- to medium-sized companies as
well as start-up companies, KT provides technological development funds, jointly with
the Small and Medium Business Administration, to qualifying companies that are in a dif-
ficult situation because of a shortage in development funds. In 2006, KT held a competition
among small- to medium-sized companies and start-ups that would give winners techno-
logical development support for new products. It chose 58 out of 120 projects and provided
financial support amounting to KRW 975 million including technological development in-
vestments worth KRW 425 million.

Transfer of patented technology usage rights

KT provides usage rights to small- to medium-sized companies as well as
start-up companies that desire to use patented technologies of KT at a low price, thereby
offering them with new business opportunities such as advancements into overseas mar-
kets. In 2006, support was given for a total of 102 cases including 50 cases of patent licens-
ingand 52 cases of technological transfers.

In particular, KT transferred key patented technologies, such as the “KT
Naratguel,” to 32 small-to medium-sized companies based on exceptional conditions, such
as an exemption of initial payment and free source program support. KT is now in the pro-
cess of transferring usage rights for 375 patents.

Transfer of patented technology usage rights (unit: case)
Category Licensing Technological transfers
2006 50 52

eLicensing: Giving rights to use the intellectual property rights of a company to another company
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i KT cares for its citizens and carries out social contribution activities for the development of the local
community in three main areas: First, the company makes full use of its capacities as an IT corporation by
contributing professional IT services to society, thereby playing a pivotal role in bridging information gap
and enabling the country to take a great leap forward to become a leading nation in digital knowledge; Sec-
ond, the company conducts projects for public good in various areas such as the environment, social wel-
fare and culture; Third, funds are raised with participation by around 76 percent of the company’s employ-
ees based on which 270 teams consisting of roughly 14,000 volunteers from all across the nation are actively
participating in volunteer activities at welfare facilities and for local underprivileged residents.

2 Among OECD nations, Korea is the No. 1 nation when it comes to high-speed Internet network deploy-
ment. However, the IT utilization index is surprisingly low compared to network penetration. Many citizens
are mainly using the Internet only to search information and have not used network infrastructure to its
fullset. This has naturally resulted in an information gap in terms of IT use. It is highly likely that this gap cre-
ates an income gap in the future. To address this problem, KT is determined to enable all citizens to learn IT
skills through IT Supporters.

B The goal of KT is to become a company that provides the best services to the citizens. Gaining a deep
understanding of the customers, in and of itself, is the key to achieving such a goal. In this respect, mems-
bers of IT Supporters are given opportunity to better understand our customers by making a visit to each
customer and helping them with IT skills. Only when we know the customers can we provide top-quality
services. The era where companies focused solely on creating profits is over. Even though it means a decline
in financial profits in the short term, KT is finding ways for the local community and corporations to coexist

by not only fulfiling its responsibilities as a member of society but also by reaching to the community before

anything is asked for.

Lee Guil-Joo. The head of Public Relations Office




\ contributions to the community
: %W Beautiful Foundation vs. the head of Public Relations Office

X

Y il I'would like to know what kind of role KT plays for
' local community development, as a leading IT corpora-
tion of Korea.
2. What is the goal of the recently-launched IT Sup-
porters, and what are its main roles?
3. Members of IT Supporters participate in volun-
teer activities only. Doesn’t this create a negative im-

pacton corporate productivity?
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Yoon Jung-Sook. Beautiful Foundation




Creating a heart-warming society
full of love and sharing

:social contributions / KT 2007 corporate social responsibility report

Management approach

Disaster recovery support activities

Key tasks to fulfill social responsibilities

Based on the survey on local community stakeholders’ opinion on KT’s
social contribution to local communities, KT chose, as its key tasks, IT projects for public
good; personnel and materialistic support for local communities; and the development of
distinctive social contribution projects by identifying the needs of local communities. Ac-
cordingly, KT focused its resources on carrying out social contribution activities that merge
the needs of local communities and its information and communication business, such as
the construction of a strong nation in the area of digital information and communication,
by using its volunteers group consisting of 14,000 employees as well as its regional office
and branch network across the nation.

IT projects for public good
Make the benefits of information
and communication
available to all

Culture, education
A heart-warming and sports
society full of love Spread the beautiful,

and sharing heart-warming moments
in life

Address the low birthrate
Create an environment
where children can be raised
without worries

Help out the marginalized
neighbors
Share hope and love
with neighbors
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Take the lead in establishing a foundation Improve the quality of lives of local

for digital knowledge

eBuild a new IT sharing culture

o Address the digital information gap

o Support the cultivation of outstanding
[T personnel

Key results of activities in 2006
Item Key results
Help secluded neighbors e Activities by the KT Volunteers : Total 3,955 cases
*More contributions to the KT Love Sharing Fund:
KRW 3.2 billion (in 2005) — KRW 3.7 billion (in 2006)
e Restoring hearing for hearing impaired people
- Artificial cochlea implants: 20 persons, digital hearing aids: 10 persons

Establishing a foundation e Launched the IT Supporters, which is a volunteer organization consisting of KT employees
for digital knowledge (February 2007)
|T master scholarship: 243 persons (KRW 0.7 billion)
Areas with no access eIncreased the penetration rate of high-speed networks in farming and fishing villages
to the Internet 1 94.9% (in 2005) — 99.2% (in 20086)
Opened the KT Art Hall e Held around 230 free performances and exhibitions (25,000 visitors)

Protectors of cultural assets @ Concluded the “One Protector for One historical heritage” agreement (in April 2006)
: Conducting activities every month to preserve 12 historical heritage located across the nation

Objective and direction

The gap between the rich and poor has recently become a major social is-
sue. In addition, the current resource distribution system is not sufficient to address the
concerns of the marginalized in local communities.

Based on the objective of “realizing a Wonderfull Korea through love and
sharing,” KT will conduct activities in various areas such as establishing a foundation for
digital knowledge, improving the quality of lives of local community members and helping
underprivileged neighbors, mainly through the KT Volunteers and IT Supporters which are
composed of the company’s employees.

Mid- to long-term objective of social contributions

Realizing a Wonderfull Korea through love and sharing

TR e Help the underprivileged neighbors

o Strengthen ties with local communities e Provide direct support the marginalized
*Make efforts to resolve social issues e Establish a fund for social contributions
*Make efforts to promote culture and sports e Carry out campaigns for the underprivileged

IT Supporters launching ceremony
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Creating a world where benefits of
information and communication
are shared by all

:social contributions / KT 2007 corporate social responsibility report

IT projects for public good

How to request assistance from

IT Supporters

If you need help from IT Supporters,
contact us by phone (82-1577-0080) or

on the web (http://www.itsupporters.com).

Results of creating IT-literate Villages

Project Phase 1st

Period Mar. ‘01_May ‘02
No. of Villages 25

Internet access lines 2,700

KT dreams about a society where anyone can enjoy the convenient benefits
of information and telecommunication and a country that excels beyond any otherin
terms of IT knowledge. To realize this dream, IT Supporters has been launched to support
use of information and telecommunication by those marginalized from the information
eraand to build an information and telecommunication infrastructure that reaches even
the remotest area. KT creates a world where advanced information and telecommunica-
tion technologies make the lives of peoplerich in joy and wealth.

Nurturing IT Supporters

To more proactively support the access of all citizens to information, in-
cluding those marginalized from use of information technology, IT Supporters, a voluntary
organization of 400 people specializing in the IT sector, was created in cooperation with
the Beautiful Foundation on February 21, 2007. IT Supporters, consisting of qualified KT em-
ployees who have certificates related to computers or IT, are assigned to 28 regions across
the nation to assist citizens in using computer, the Internet, IT terminals among others. In
addition to providing education on how to use them, they will also answer questions and
solve inconveniences people experience in usinga computer or the Internet. KT plans toin-
crease the number of IT Supporters to 1,000. KT will take the forefrontin turning Korea into
aleading IT knowledge country by eliminating digital divides and satisfying citizens’ needs
inuse of ITthrough its IT Supporters activities.

Creating IT-literate Villages

To overcome digital divides among regions and contribute to improving the
competitiveness of farming and fishing villages, KT has established funds and deployed
high-speed networks in rural farming and fishing villages in cooperation with the govern-
ment and local autonomies since 2002. As a result of the first project for pilot villages in
2001, residents in rural villages were able to enjoy information and communication envi-
ronments such as high-speed Internet and e-commerce and the fifth project is currently
underway. As aresult, a total of 306 villages now enjoy the benefits of Information and com-
munication technology.

2nd 3rd 4th 5th 6th

Jun. 02 _Jun. ‘03 Jan. '04_Oct. ‘04 Jun. ‘05 _Feb. ‘06 Dec. ‘06.. Mar. 07 Planned for Jul, '07
78 88 89 26 Planned

7,482 7,037 6,303 1,427 Planned
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T skill training project for traditional markets

Education provided to seniors on
using mobile phones

Building high-speed networks in farming and fishing villages

To narrow digital divides among regions and contribute to increasing the
competitiveness of farming and fishing villages, KT has formed fund matching programs
and built high-speed networks in such villages in cooperation with the government and
local governments since 2002. In 2006, high-speed networks were deployedfor 73,903 house-
holds in farming and fishing villages previously without access to the Internet and in 2007
construction of high-speed networks will be completed for about 3,600 villages, each with
less than 5o households, to provide Internet access to all rural farming and fishing villages.

Results of high-speed networks construction in farming and fishing villages

Classification 2004 2005 2006
No. of total households 3,768,225 3,768,225 3,768,225
No. of households connected to high-speed networks 3,299,259 3,577,399 3,738,225
Penetration ratio (%) 876 949 99.2
Investment budget (KRW Billion) 22.8 16.1 241

Deliver IT infrastructure to traditional markets

KT concluded a memorandum of understanding with the Small & Medium
Business Administration and the Korea Merchant Association in January 2007 to ensure
joint cooperation to supply IT infrastructure to traditional markets. Through this effort,
IT infrastructure will be built and online accessibility will be offered by providing 30,000
low-price PCs and high-speed Internet access for three years from March 2007. In addition,
various IT education programs for merchants of traditional markets such as how to use a
PC, sales and accounting management and operation of an Internet shopping mall will be
carried out to educate about 3,000 digitally-savvy merchants.

IT education

KT offers various IT education programs so that neighbors secluded from
information technology can fully enjoy the benefits of information and communication.

KT educated around 50 thousand seniors on how to perform online search-
es, send and receive emails, use the word processor, create a homepage as well as other ba-
sic education on using PCs. By so doing, KT provided them with an opportunity to learn an
easy way to access the world of cyberspace. Moreover, KT holds the “IT skills contest for the
disabled,” in which disabled people compete in five areas -including, searching for data on
the Internet, typing Korean, web design, creating documents - with the goal of improving
the abilities of the disabled in communicating using the Internet. The company has taken a
step further by opening free IT education centers for the underprivileged neighbors in the
local community through which the company educates teenagers from low-income fami-
liesand orphaned youths.

Educating seniors on how to use mobile phones

For seniors, who can only use the basic functions of mobile phones, such
as making and receiving phone calls, KT volunteers group has been offering one-to-one
education, since September 2006, on how to use text messaging, Caller ID (CID) services and
camera and MP3 player functions. This education course, which consists of four sessions a
month, is being provided to around 400 seniors at 20 welfare centers for the elderly in the
Gyeonggi Province area until June 2007. KT has drawn up plans to expand the area in which
educationis provided to cover the entire nation, starting from the second half of 2007.
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Let’s share love and hope
with the neighbors

:social contributions / KT 2007 corporate social responsibility report

Helping out
the underprivileged neighbors
in local community

KT Volunteers

2006
ANELEE7|2 2SdE

Promotional poster on the
KT Love Sharing Fundraising Campaign

KT is respected by its customers and society as a company for the public
and always strives to return the love it receives. Offering free surgery to restore hearing for
hearing-impaired people, rushing to disaster sites to aid in disaster recovery, helping work
in farming villages, looking after alienated neighbors... these are the ways KT shows its love
forits customers and society. By sharing such love and hope with the neighbors of the local
community, KT is not only working for the greater good, but also gaining the affection of the
public forKT.

KT Volunteers

KT Volunteer is a group of KT employees formed in 2001 to run individual
voluntary activities in an organizational and systematic way at a company-wide level. At
present, 14,000 volunteers in 270 teams are working across the country. During 2006, about
40,000 people participated in a total of 3,955 voluntary activities.

Status of participation in voluntary activities

Classification 2004 2005 2006
No. of voluntary activities (cases) 1,703 2,541 3,955
No. of participating employees (persons) 22,976 25,888 40,000

Love Sharing Fund

To promote a sound contribution culture and raise money for social con-
tribution activities, KT has run the Love Sharing Fund since 2003, led by the voluntary par-
ticipation of its employees. Also the company supports its employees’ voluntary activities
through a “matching grant” where the company matches employee donations. In 2006, 76%
of KT employees contributed to raise KRW 3.7 billion to be used as financial resources for
voluntary activities by the employees and other projects for public good.

Status of Love Sharing Fund

Classification 2004 2005 2006
Amount of money raised (KRW Million) 2,766 3,238 3,700
Rate of participation of KT employees (%) 67 73 76
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Contribution of digital hearing aids

Status on 2006 disaster

recovery activities: Total 53 cases

e|nje and Pyeongchang in Gangwon Province:
Flood disaster recovery, shelter construction,
and free telephone operation

¢ Danyang, Chungbuk: Flood disaster
recovery and provision of relief supplies

*Yeongdeungpo, Seoul: Flood disaster
recovery and provision of relief supplies

Status on 2006 sisterhood-related

activities: Total 136 cases

*Mokpo, Jeonnam: Helping with harvest work in
villages with which sisterhood ties are set up

¢ Chilgok, Daegu: Selling farm products produced by
villages with which sisterhood ties are set up

Ceremony celebrating the second
anniversary of the Beautiful Store in
the Imaedong area of Bundang

Restoring hearing for hearing-impaired children

Under the motto of the “KT, Sharing Joy of Sound,” KT has carried out the
hearing-restoring project to offer free surgery for hearing-impaired people since 2003.

KTis helping with hearing the restoration for hearing-impaired children and
teenagers of the low-income families by providing artificial cochlea implants, rehabilita-
tion treatment aids and digital hearing aids every year.

Status on hearing restoration support (unit: persons)
Year 2004 2005 2006
Artificial cochlea implants 10 40 20
Digital hearing aids 10 40 10

e Artificial cochlea implants: Surgery that involves the process of implanting an artificial cochlea,
which is an electronic device, to restore hearing abilities in people who have sensorineural hearing loss.

Support for disaster recovery

In case of a disaster, KT not only quickly restores telecommunications fa-
cilities and returns telecommunications service back to normal but also installs free tele-
phones and reduces or exempts telecommunications fees to ease the suffering of disaster-
stricken people. Also, KT Volunteers are dispatched to the stricken area to deliver relief
supplies and donations and engage in voluntary activities for disaster recovery.

Establishing sister village relationship

KT has established sister village relationship with about 200 farming and
fishing villages throughout the country and strengthened its ties with local residents by
helping outin the busy farming season, selling indigenous products and supporting IT edu-
cation. Exchange between the company and local residents under the sisterhood ties helps
KT to listen to the opinions of local communities and increasing mutual understanding.

Running a “Beautiful Store”

KT’s relationship with the Beautiful Store began with the holding of the
“Beautiful Store KT temporary branch” event in the basement of KT head office in Bundang
in December 2002. KT has since held the Beautiful Store event every year as part of its recy-
cling-related environmental movement. In March 2005, KT opened a “Beautiful Store with
KT”in the Imaedong area of Bundang, Gyeonggi Province. Proceeds from the store are used
to help neglected neighbors in the local community. Those who are provided with help are
chosen together with representatives of the residents.

In 2006, there was an event celebrating the one year anniversary of the
store. In addition, Bundang area citizens, companies and groups held around 140 special
donation events. Thanks to the active participation and interest by local residents, the
Imaedong store has fully established itself as the best store among roughly 70 Beautiful
Stores across the nation. It ranked first (annual 70 thousand items) in terms of goods donat-
ed by residents and recorded an annual sales volume of KRW 400 million. KT considered the
opinions of local residents of the Beautiful Store that there was insufficient storage space
and setup awarehousein the basement of the Bundang Regional Office in February 2007.
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KT creates a new environment where parents
can raise their children without worrying about
associated burdens and costs

:social contributions / KT 2007 corporate social responsibility report

Addressing the low birthrate

Bizmeka IcamKids

A service that feeds images of children
through CCTV cameras at daycare centers
to their parents by the Internet or mobile
phone in real time so that they can check
what their kids are doing

With rapid aging of our society, the low birthrate has emerged a serious
social issue. Any effort to solve this issue should start with creating an environment where
parents can raise their children without having to worry about related duties and costs.

KT is carrying out and plans to expand various activities to address the low
birthrate by supporting the care of children in the low-income bracket and dual-income
families and by offering discounts for families with several children.

Providing care and education for children in after school hours and on weekends

KT has led the effort to address the low birthrate by offering child care ser-
vice to the low-income and dual-income families and by running after-school classes. Since
September 2006, KT has established sisterhood ties with financially troubled organizations
that provide after-school care and classes in major cities across the country to provide IT
facilities, improve the learning environment and provide teachers. In addition, KT takes
children of such organizations to museums, broadcasting stations and local heritages on
Saturdays to provide hands-on experiences through the “Fun Weekend School.”

Support activities by KT after-school organizations in 2006
eUpgrading IT facilities at KT after-school organizations in 11 regions around the nation,
including the Seongnam Wish Tree Regional Center for Children
¢ (Opening three local KT after-school organizations including one in cooperation with a local children’s center in Seongnam
o After-school classes and Fun Weekend School activities: 60 cases
- Voluntary activities for Chuseok Lunar Thanksgiving Day at a school in Daegu
- Invitation to children from a local children’s center in Daejeon for a tour of KT facilities
- Hands-on experience of traditional Korean paper crafts for children from an after-school organization in Bucheon
- Voluntary activities for neighborly love to celebrate the year end at a local children’s center in Jeonju

Daycare center at the workplace

KT strives to relieve the burden of childrearing in double-income families as
well as the low birthrate by running KT daycare centers in the workplace. The KT daycare
centers take care of children until their parents finish their work for the day and enable
the parents to see their children at the daycare centers by mobile phone or the Internet
through the KT Bizmeka IcamKids service. Moreover educational content through Mega-
pass TV (KT’s IPTV service) enriches the environment for the care of children.

As of late 2006, four daycare centers were run at KT headquarters, the Bun-
dang Regional Office, Goyang Regional Office and Mokdong IT Center and three more will
be established across the nation in 2007 to gradually increase support for child care of local
residents as well as KT employees.
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KT Campus

A cyber education service that provides
educational content for

middle and high school students to help them
improve school grades and prepare for
college entrance examinations.

Status of KT daycare centers at the workplace (as of March 31, 2007)

Category Head office Bundang Regional Office Goyang Regional Office Mokdong IT Center
Opening date 2004.6.1. 1997.3.18. 2003.9.1. 2003.8.1.

No. of children accommodated 89 (persons) 23 (persons) 29 (persons) 45 (persons)

(KT employees/local residents) (89/0) (23/0) (12/17) (45/0)

Big Family Rate plan

To help alleviate the social issue of the low birthrate, the Big Family Rate
plan was introduced in December 2006. It offers discounts on high-speed Internet, tele-
phone and PCS fees for households with three and more children who are 20 years old or
younger.As of march 31,2007, 18,047 customers use this plan.

Big Family Rate

Eligible services Eligible fees Discount rates
High-speed Internet Megapass Service use fee 30%
NESPOT Additional service fee 30%
Telephone Plus phone Basic fee 50%
KT-PCS Let's 010 Basic fee 30%

Freeonline education service

One of the main reasons for the low birthrate in Korea is the burden of
private education expenses born by parents. To reduce this burden, KT has provided free
online educational content for the university entrance exam to around 100 teenagers of
the low-income families since 2005. In 2006, this number increased to 700. These students
have access to some 700 lectures available for free on the KT Campus (http://www.ktcam-
pus.com). Starting in 2007, the company plans to expand the scope to include elementary
school students so as to support low-income parents who avoid having a second child due
to private education expenses.

KT daycare center
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Life’s beautiful moments are shared
across the world
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Promoting culture,
education and sports

A sculpture “Spring”
to Cheonggyecheon Stream

Through proactive corporate mecenat activities such as running a complex
cultural space and inviting people from outside the mainstream to cultural events, KT has
continuously worked to enrich our society. Also KT has put much effort into education and
scholarships to youth and university students. In addition, KT brings energy to the society
by promoting amateur sports such as running women’s hockey and shooting teams. KT will
always endeavor to create a world filled with life’s beautiful moments.

A multi-faceted cultural space in downtown, the “KT Art Hall”

In June 2006, KT opened its multi-faceted cultural center, the T-Saem, in the
1,653 m2 area on the first floor of its Gwanghwamun Regional Office building located in
Sejongno,Jongno-gu, Seoul. The T-Saem is a multifaceted cultural space where KT plaza visi-
tors and the general public are given easy access to culture and arts performance for free.
In 2006, around 230 various arts performances and regular exhibitions were held, ranging
from classical to b-boy performances, allowing approximately 25,000 citizens to enjoy cul-
tureand arts free-of-charge.

After changing its name from T-Saem to the KT Art Hall in 2007, KT consider-
ably expanded available cultural content, such as the operation of a UCC studio; the hold-
ing of free cultural lectures and exhibitions by 100 young artists; and the establishment of a
performance hall for jazz. Proceeds from ticket sales of the Jazz concert “sharing one thou-
sand won”, which takes place from seven thirty to nine every evening are fully donated
under the name of the respective artist and used for the “restoring hearing for the hearing-
impaired people program.” Profits from the café located within the cultural center are used
for corporate Mecenat activities, such as inviting teenagers from remote islands and other
isolated regions of the country. The KT Art Hall is leading a new culture in which the value of
sharing is reflected and has become a treasured place where an average of 8,000 citizens a
monthis able to enjoy cultureand art.

Donation of asculpture “Spring” to Cheonggyecheon Stream

KT donated “Spring” a symbolic sculpture by Claes Oldenburg that prays for
the successful development of Cheonggyecheon, a downtown ecological stream, in Octo-
ber2006.

This soaring, spiral-shaped sculpture symbolizes “Dynamic Seoul” and adds
to the street culture of the Gwanghwamun and Cheonggyecheon areas in conjunction with
KT Art Hall.
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Protectors of cultural properties

Cultural assets under the “One protector for One

Cultural Asset” agreement

¢ 11 tangible cultural assets:
Deoksugung Palace, Heonilleung Royal Tomb,
Seosamneung Royal Tomb, Dongnaehyanggyo
Confucian Temple and School, Bingwoldang Ancestral
Shrine, Hayanghyanggyo, Yuhoedang, Jeonjuhyanggyo,
Pojeongnu, Sinhangseowon, Jejuhyanggyo

¢ One natural treasure:
Dokdo Island Nature Protection Zone

Prize-winning record of the shooting team 2006:

One silver medal from the World Shooting Championship,

as well as one gold medal, four silver medals and two
bronze medals from the Asian Games

Sharing cultural experience

KT has provided youth with various cultural benefits every year since 2004
so that no youth is left behind from experiensing culture and art. Youth are invited to
culture and art performances including music, art, dance, plays, movies, Korean classical
music as well as hands-on experiential events. Sharing cultural experience will be continu-
ously carried out to help the youth recognize the value of culture and arts.

Protectors of cultural properties

KT concluded the “One Protector for One Cultural Asset” agreement with
the Cultural Heritage Administration to care for, enjoy, preserve and leave to the next gen-
eration Korea’s precious cultural properties. KT participates in voluntary activities every
month to preserve 12 cultural assets located across the nation including Dokdo Island and
Deoksugung Palace. In addition, KT changed 30 public phone booths located in five royal
palaces and royal tombsin downtown Seoul into traditional looking booths.

Junior Achievement Program

About 100 KT employees have voluntarily participated in Junior Achieve-
ment (JA) programs to provide practical economic knowledge to elementary, middle and
high school students since 2004. As such, KT will continuously make investments in raising
future humanresources by utilizing knowledge retained by its employees.

IT Master Scholarship

To nurture excellent IT human resources into the future leaders of the in-
formation and telecommunication industry in Korea, KT has implemented an “IT Master
Scholarship” and awarded scholarships of about KRW 0.7 billion to students studying infor-
mation and telecommunication at four-year universities from 1998 to 2006.

Status on providing IT Master Scholarships

Year 2004 2005 2006
No. of recipients (unit: persons) 235 266 243
Supported amount (KRW Million) 805 992 742

Promoting amateur sports

To promote unpopular sports, KT founded women’s hockey and shooting
teams and spread no effort to identify and nurture up-and-coming athletes. In particular,
the KT shooting team achieved remarkable results in the World Shooting Championship
and the 2006 Asian Games.
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environmental management
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il KT produces environmentally harmful elements of various forms from its business op-
eration including vibrations and noise from construction sites, base stations and steel towers
used for communication. However, the priority should be placed on addressing the problem
of “buildings that consume a considerable amount of energy” since they have an enormous
social and economic impact. KT currently owns roughly 470 buildings and the amount of en-
ergy consumed by these buildings is tremendous. As a response, KT has continuously estab-
lished and implemented energy-saving measures such as designing energy-saving buildings
to reduce energy usage and adopting a more rigorous maintenance program for high energy-
use buildings.

2. KT recognizes the seriousness of global warming and has initially launched an envi-
ronmental preservation action - the “minimization of greenhouse gas emissions” In 2005, KT
reached the “Voluntary Agreement on Saving Energy and Reducing Greenhouse Gas Emis-
sions” with the Ministry of Commerce, Industry and Energy. Detailed examples of KT’s fulfill-
ment of this agreement are the adoption of waste heat recovery system and small cogenera-
tion systems; the operation of the “Halon fire-extinguishing material bank system”; and their
replacement with clean fire-extinguishing materials.

In addition, KT provides personnel and material support for Asian nations, such as Indonesia,

Thailand, Pakistan and other nations that have suffered damage by climate change. In the
future, KT will seek ways to contribute to international environmental issues such as yellow
dust and forest protection.

Hwang Ouk-Jung. The head of Real Assets Management Office




Taking the lead in creating a clean environment
for future generations
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s i EUE

The clean up activities

Key tasks to fulfill social responsibilities

Based on the survey of stakeholder opinion on environmental manage-
ment, KT chose resource conservation and recycling, energy conservation and environmen-
tal preservation activities as its key tasks. Given the low awareness on KT’s environmental
management efforts, KT has focused more on PR efforts forits environmental management
solutions using information technology; applying environmental management to overall
management practices; and boosting environmental awareness among its employees.

Resource conservation
and recycling
Efficient use of resources
as a shared asset of mankind

Preserve Use information
the environment technologies
Various environmental Support environmental
preservation activities management of customers
with voluntary employee by using cutting-edge
participation information technology
Respond to
climate changes
Protect the blue and
clean earth

Key results of activities in 2006
Item Key results
Recycling resources e|ncreased the number of email bills: Cut down costs by KRW 6.3 billion
ePercentage of reuse of internet modems : 69%
ePercentage of reuse of used mobile phones: 56%
Saving energy eParticipated in the Voluntary Agreement: Applied to 24 buildings and saved costs by KRW 1.05 billion
*Key energy usage level - Electricity: 1,331 GWh; fuel for air-conditioning
and heating: 20,807 TOE; tap water: 2.73 million tons
*Received the Bronze Tower Order of Industrial Service Merit
at the 28th Energy-saving Promotion Tournament
Preventing e Total volume of COz emissions: 693 thousand tons
global warming
Preserving e Strengthened green purchasing: A total of 1,974 environmentally-friendly products
environment the were registered on the e-purchasing system
eIncreased the number of environmentally-friendly radio stations: 215 (in 2005) — 1,678 (in 2006)
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Establish an environmentally-
friendly corporate culture

eEstablish an environmental
management scheme

e Establish internal environmental
policies and standards

o Actively participate
in government policies

Objective and direction

KT believes that environmental managementis a prerequisite to the growth
and survival of every company as well as a responsibility and obligation of a company to be
fulfilled for the sustainable future of mankind. Based on this belief, KT is determined to be-
come an “Eco-Partner” -a company that pursues harmony between social responsibilities
and financial profits.

The implementation directions for KT’s environmental management are
an environmentally friendly corporate culture; boosting efficiency in environmental re-
sources; creating a pleasant work environment; and developing environmentally-friendly
technologies. The company will accordingly examine and overhaul various environmental
activities from the perspectives of environmental management.

Moving forward, KT will reassess its various environmental activities from
an environmental management point of view and systemize such activities. The company
will also formulate environmental management strategies and implementation ap-
proaches to boost environmental activities and incorporate them into its general business
processes. KT will go further by regularly measuring and monitoring the results of its en-
vironmental protection activities, thereby enhancing the company’s image as an environ-
mentally-friendly corporation. Through such means, KT will make every effort to preserve
the environment, develop the economy and boost corporate competitiveness.

Mid-to long-term objective of environmental management

Ensure efficiency in
environmental resources

e Efficiently use energy

o Strengthen environmentally-
friendly material management
and disposal

Provide a pleasant work
environment

*Build an e-Office environment

o Strengthen the safe treatment of
wastes and the process of
reducing them

Develop environmentally-friendly
technologies

*Develop and spread energy-
saving technologies

*Build an environmentally-friendly
telecommunications infrastructure

*Develop environmentally-friendly
businesses using information
technologies

Received the Bronze Tower Order of Industrial Service Merit during the 28th energy-saving promotion tournament
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Efficient use of resources
-a common asset of mankind

:environmental management / KT 2007 corporate social responsibility report

Savingand recycling limited resources leads to environmental preservation
and economic efficiency as well as the protection of precious assets that are required for
the future of mankind. KT is reduces human and material wastes by building an e-Office
environment, replacing paper bills with email bills and recycling modems, thereby cutting
down costs and resources. These efforts are based on close cooperation with the custom-
ersand are spreading across the local community through the “Beautiful Store, together
with KT” program.

Building an e-Office environment

KT has established e-Offices at a corporate level since 2002 to provide an op-
timal working environment. The establishment of an e-Office, which refers to a digitalized
working environment, removes human and material waste factors and minimizes its envi-
ronmental impact. It also leads to an improvementin work productivity such as the sharing
of knowledge and information as well as an improvement in work skills, processes and the
office environment.

In connection with building an e-Office environment, KT conducts “paper-
less” activities. The company’s previous process of receiving manager signatures on paper
was replaced with an electronic document approval system. Also, e-Cabinet was built to
manage various documents in electronic form encouraging employees to save paper while
conducting everyday work activities.

e-Office objectives

Improve the office environment Improve business processes Share information

*Reduce the number of cabinets o Streamline approval processes *Promote knowledge management
by introducing e-Cabinet and make them electronic *Connect work with computer

o Supply wireless LAN *Build groupware systems
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Cost saving with e-billing

Results of paperless activities

Year 2004 2005 2006 Annual increase
Electronic approval rate (%) 7.5 925 99.5 6.9%
Volume of paper purchased 515 384 276 A28.1%

per month per person (sheet)

e-Billing

The number of paper bills mailed by KT totals roughly 250 million per year.
To cut down the volume of paper used, KT has operated the “Bill Plaza Service” since 2001,
which enables customers to view and make payments for various bills online. It has con-
ducted other activities as well to replace paper bills with email bills. In 2006, around 10.2%
of paper bills were replaced by email bills, enabling the company to achieve cost reduc-
tions of around KRW 6.3 billion and save around 25 million sheets of paper.

Number of paper bills sent Number of email bills sent Unit price for sending paper bills Cost Saving
259,816 thousand 23,694 thousand KRW 210 KRW 4.98 billion
250,870 thousand 25,538 thousand KRW 247 KRW 6.33 billion

Reclaiming Internet modems

When customers subscribe to high-speed Internet services, KT rents mo-
dems and then takes them back when customers cancel services. Internet modems are an
asset and thus are managed online from when they are purchased to when they are dis-
posed of, according to terminal management guidelines. Returned modems go through an
internal quality performance test process. Modems that are reusable are repaired, cleaned
and recycled. Modems that have a low performance rating or cannot be reused are sent to
the logistics center and then disposed of each month. In 2006 alone, KT collected 815 thou-
sand modems from around 74% of customers who cancelled services. Among the collected
modems, 31% of the modems were non-recyclable and thus were discarded, while 69% of
the modems were recycled, resulting in cost savings of around KRW 12.6 billion.

Recycling used mobile phones

Since the implementation of the “mobile number portability system” there
has been anincrease in the number of used mobile phones collected every year. The han-
dling of collected phones has recently become a social issue. In 2006, KT collected a total of
124,035 used mobile phones,among which 69,713 phones (around 56%) were categorized as
reusable afteraperformance test.

Reusable phones were named “Good Time Thank You Phones” and were
rented out to customers who lost their phones. Non-recyclable phones were sold to waste
mobile phone recycling companies for disposal.

In 2006, the percentage of used phones that were collected remained at
around 50 percent, resulting from a smaller number of customers returning their phones
because of areduction in the trade-in value of used phones. However, KT will make efforts
toincrease this figure to at least 60 percent in 2007 by improving the used phone returning
processand strengthening support for used phone collecting companies.
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Number of used mobile phones recycled

Category 2005 2006
Collected used phones 72,000 124.035
Recycled phones 19,000 69,713

o The performance above is based on KT mobile phones (excludes mobile phones of other companies)

Disposal of disused mat