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CEO LETTER

You Are KAON's Competitive Power

0| BUSLICE SIUT MaHE ot =Ll A=

2018, the year of the dog, has dawned. In this hopeful New Year, | would like to wish
happiness and good health to all of our KAON employees, both at home and abroad.
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2017 has been a very eventful year. Our competitors have grown larger in scale, and the
market environment has undergone rapid change. In addition, as the price of memory
rose, we also experienced difficulties in making profits. However, thanks to a preemptive,
company-wide response to these developments, KAON has been able to overcome the
trend of stagnation in the global industry and recorded the largest sales and profits for the
fifth year in a row, a rare accomplishment for an IT company. Although it was certainly a
difficult challenge, we succeeded in maintaining growth thanks to the swift response and
enthusiastic dedication of our employees, whose efforts included reforming global markets
in places like Central and South America, as well as securing KAON’s overwhelmingly
excellent performance in the domestic market through our market-leading artificial
intelligence products and preemptive and continuous cost innovation. | would like to
extend my deepest appreciation once again to everyone at KAON for doing your utmost to

further the company’s growth and development.

KAON 2018 NEW YEAR



CEO LETTER

20182 Ol slECt= ZR5 it 2 A ZELICh A Ho|7e] Faf &l mz22|et =
2 BE 7129| F7t 4522 Sall £ = X7 ERASLICE 0[2{3H o=l &
M7| st KL=l HAlnt HEZ VIS T[22 TED MRl MIs Sl N HFYS 0
27|15 LI 20188 X M7 2ES 2ot HITS SRSIAt i

2018 will be a year that is more important for us than any other in the past. Securing
profitability will again be our ultimate task this year, as Chipset maker’s influence will
expand and the prices of memory and key parts will additionally increase. In order to
elbow through such difficulties and achieve qualitative growth, it will be necessary to
turn crisis into opportunity through continued innovation and change and strategically
approaching obstacles to our success. As such, | would like to stress my vision for

accomplishing this in 2018.
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First, we must strive to maintain sustainable businesses.

A one-off business cannot play a role in ensuring the sustainability of a company. The
key is to check the sustainability of the business and to organically evolve it, not only by
performing business activities according to the changing market and customer needs,
but also by analyzing and continuously checking the key causes behind these changes

through the research center.
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Second, we must endeavor to ensure KAON's sustainable growth.

| have experienced a number of ups and downs while managing the company over the
past 18 years. However, since 2011, KAON has been drawing a stable growth curve. |, as
the representative of the company, will do everything in my power to ensure KAON's
sustainable growth by taking preemptive actions to prevent our growth curve from

shifting downward.

For this, it is most important to continuously promote market development and strict
localization. Through more precise information access and targeting, we can ensure
successful key man management and budget planning, and thus, highly profitable
business undertakings.

| declare once again that KAONSOFT and our broadband network business, which
has completed preparations for improving market competitiveness, are KAON's new
growth engines. We must focus our full competencies on these two important axes
so that they can fulfill their critical roles of improving the value of KAON Group and its

status as a global enterprise.
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Third, we will establish a foundation for maximizing profitability.

To thrive in a competitive setting, we must continuously prepare a basis for growth
by securing qualitative profitability in addition to quantitative growth. This year, we
forecast a steeper increase than last year in the prices of memory and various raw
materials and parts. To overcome difficulties such as these, | would like for all of us,
including the members of the cost innovation TF, to come up with and implement

creative ideas and plans for reducing expenses.
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This year, the waves in the market will be all the stronger and fiercer. Nevertheless, we
must continue to move forward. We can do it! Let's make KAON a company with the
highest competitive edge, and the spirit to take on new challenges and foster a sense
of ownership.

Thank you. ®
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NEW YEAR'S DAY 2018

Lim Hwa-Seop, CEO and Founder of KAONMEDIA
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KAONSOFT unveiled “QuickOn™,” KAONMEDIA supplied KAON Middleware (MW) to Europe
a field operation management solution, at “IBC 2017”
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Started “Thank You Point,” an internal campaign to commend
“friendly KAON employees”
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KAONMEDIA was awarded the Grand prize at the “2017 KT Partner’s Day”
in the Technological Partners category
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KAONMEDIA was awarded a letter of commendation from the Gyeonggi
Provincial Governor for meritorious services in supporting children
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KAONMEDIA supplied the QuickOnTM solution for the first time to Africa
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2017 TTA AIZQIS CHAYOIM D444 A — AJRIZERION EEHIA 2017
Awarded the Excellence prize at the “2017 TTA Test Certification” for a
broadcasting receiver designed for people with visual and hearing impairments
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Blockchain Guide for You
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Blockchains are now emerging as a new issue that has
been generating a lot of talk. However, most of it is about
investments in cryptocurrencies, represented by Bitcoins.
People have less interest in blockchains themselves, which are
the basis for Bitcoins. There is a four-character idiom, “Gyeon Ji
Mang Wol (R$8= R)" It means that you do not see the moon,
but only my finger pointing at it. In the current situation, the
finger is Bitcoins, and the moon is blockchains.
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We should focus on the moon instead of the finger. With
that in mind, what exactly are blockchains? Blockchains are
a sort of a “trust protocol” They guarantee trust through
their mechanisms. Before blockchains appeared, we had
not been able to find the perfect way to guarantee trust
in a deal or a contract. We always needed a third party
to get that guarantee, an entity through which we could
exchange reliable information. As the third party had
to be able to be trusted by anyone, it was generally the
government, or a centralized organization authorized by
the government. Blockchains, however, eliminiate the need
for a third party. Therefore, we can make deals through
peer-to-peer networks (P2P).
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Let’s go back to Bitcoins. A Bitcoin is not a blockchain
itself, but rather a case where a blockchain is applied to a
financial transaction. Blockchain technology is applicable to
all fields where information requires trust to be exchanged
and transacted. Let’s talk about a couple of examples.
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For one, attempts to apply blockchains to media are
increasing. Civil is one of them. Civil is a project to protect
journalism from risks resulting from blockchain technology.
It is about to be officially launched. Using blockchain
technology, journalists and readers can meet in person
via P2P networks. They can be free from the influence
and censorship of advertisers, interest groups, and huge
technology platforms. Due to the characteristics of
blockchain technology, which cannot fake or falsify data, it
is able to resolve fake news issues.
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What if blockchains were applied to the energy industry?
Each household could produce electricity using solar
power and share the remaining energy with the rest of
the neighborhood. It would be the rise of the energy P2P
era. This system is called “energy prosumers.” In fact, this
idea is not new. We just needed the technology to realize
this system, and with blockchain technology, that is finally
possible. Blockchain startups such as EnergoLabs (China)

and Power Ledger (Australia) are now trying to occupy the

energy P2P platform.
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Blockchains are prevalent among the governments of
nations as well. The Government of the Estonia uses the
shareholder voting system based on blockchains. Since
2015, the United Kingdom has been considering the use
of blockchain technology in order to manage national
records transparently and accurately. The Government
of Dubai formed the “Global Blockchain Council” and
announced that blockchain programs would be applied to
seven services, including tourism, diamond trading, health
records, etc.
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Blockchain technology can be expanded to every field.
In other words, we have a lot of opportunities for new
businesses. Blockchains have just started to receive
attention. Now we should ponder over how we can
develop a better understanding of this new technology,
how we can adapt to change, and how we can lead such

change.®
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Kaon Widely Promotes its Technology at IBC Kaon Competes for the Best, Highest Position

The IBC 2017, Europe’s biggest international broadcasting convention, was held in Amsterdam, the Netherlands, from As this year marks the 50th anniversary of the IBC, more people visited the convention than the previous year
September 15 to 19. The IBC, which has been held since 1967, is an annual event for experts in video contents and : and participants introduced new technologies and items competitively. A great number of visitors gathered in
broadcasting entertainment from all around the world. Owing to its long history and reputation, over 1,700 experts the forum hall to hear the lectures from leading global IT companies such as Facebook, Google, HTC, and Dolby
submitted their works and over 58,000 people visited the convention. To participate in this influential event, Kaon had to : Laboratories.

devote the entire year to the IBC. As a result, we widely promoted and boasted our advanced technology in the IBC filled ' In 15 exhibition halls, participants introduced and showed off their new products competitively. Kaon and other
with all the new broadcasting trends. ! Korean companies flaunted 5G and Al technologies to allow watching sporting events more vividly during the

PyeongChang 2018. Our advanced technologies attracted the attention of people spanning the entire globe.

KAON Nuri 2018 NEW YEAR
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The trends of the IBC 2017 can be categorized into four areas:
A AndroidTV, AAl, AWi-Fi,and A4K UHD w/HDR & 8K. In STB,
AndroidTV and 4K UHD sticked out as future STB platforms. In
Broadband, Wi-Fi technologies, especially Wi-Fi Mesh and Wi-Fi
Management technologies, and Wi-Fi based connectivity came

into the spotlight.
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Kaon's Technology based on its Experience

At IBC 2017, Kaon introduced A STB (set-top box), A Solutions, A
Broadband CPE, and A Wi-Fi technologies. Our Industry leading
digital multimedia technologies have been developed and its
market position has been strengthening based on our experience
and technologies for a long period of time. However, Solutions,
our new technology, has been quickly attracting the attention of
participants from all over the world. Quick On Solution, which is
an OPEX solution for broadcasting and communications business
operators, is a FSM (Field Service Management) solution. This
solution provides a user application so that users can directly
solve problems of broadcasting and Internet equipment using
a QR code or a barcode. In addition, it minimizes customer
management costs by helping communications between the
customer service center and customers. During the convention,
Kaonsoft held a demonstration session for about 50 broadcasting
and communications business operators and partners from
30 countries. Many buyers showed their interest and asked for
solutions counseling.

In addition to its solutions, Kaonsoft introduced more advanced
and commercialized technologies including Al STB. We could

confirm our leading market position once again during the IBC.

20184, ojaf 7
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Design the Futurein 2018

IBC CEO Michael Crimp said, “At the 50th anniversary of the IBC, we recorded the largest number of visitors and all exhibition
halls were crowded with people engaging in the broadcasting and communications industries. The IBC strengthened its
position yet again as a leading conference!The IBC is not only a place to discuss quality but also a place for new, enlightening
businesses. The IBC is now preparing for 2018. As the IBC is growing each and every year, we should think about what we

need to change for Kaon. @

KAON 2018 NEW YEAR
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PEER RECOMMENDATION RELAY
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Hello, everyone. At the beginning of 2018, | went on a business trip for an inventory

investigation. So now, | can finally convey to you my New Year’s greetings in writing.

“Happy New Year!”

Last Time, Materials Team Leader Kim Do-hyeong complimented me through Kaon Nuri. He
said that | am a hard working person and a devoted father and husband to my distant family
living in Busan. In fact, this is one my primary responsibilities so I've never really given much
thought about it deeply. After | received the compliment, | was newly resolute that | would
become a better person in the New Year. | would like to appreciate Team Leader Kim Do-
hyeong once again for paying me a compliment.

Today, | would like to give an accolade to Purchasing Team Manager Kim Dong-gyu. | really respect
him for his “sense of ownership”. Of course, all Kaon employees are working hard with a sense
of ownership. However, Manager Kim Dong-gyu is someone who always does his best to seek
perfection in his job. Thanks to him, our production process always goes smoothly without any
problems. Because of his perfectionism, he often works overtime. In the New Year, | hope he focuses

more on his health so that we could work together for a long time to come. ®

Manufacturing Management Team Manager Min Dong-seon
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TO MY BELOVED FAMILY n
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