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Are you staying cool and healthy this summer? The weather is particularly hot and

humid this year. So, keeping in good condition is a lot more difficult. But in spite of this,

the first day of autumn according to the 24 divisions of the year (Aug. 7) will soon be

upon us and | look forward to the fresh autumnal breeze arriving in mid-August.
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I would like to extend my deepest gratitude to each and every one of you for working
in unanimity to secure profitability despite the difficult conditions in the first half of
the year, such as the continuously increasing price of memory and the policy change
by the system on chip (SoC) supplier. | believe, in the second half of 2017, we need to
make strategic preparations for success in 2018 and 2019. In this regard, | would like to

ask you a couple of things.
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First, | would like for us to focus on “aggressive market entry,” which is most important
in creating the future for our company. The Sales Division, Media Business Division and
regional PMs are asked to check the future platforms prepared by business operators
and ensure winning contracts on the basis of strategic preparations and value-added
differentiation achieved through the Research Center. Continuous market development
is the key to sustainable management. The IBC exhibition to be held in September this
year will be operated strategically to center on the conference, which is different from
the past. For this, we need to make thorough preparations. We also need to select key
business operators, secure main figures, coordinate opinions and promote sufficient

agreements in advance so that we can reach a conclusion at the IBC exhibition.
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Second, we must be reborn as a “company of global competitive power in the
broadband network field,” which is one of the future profit sources. In the video field,
the entry into the OTT market by Google, Amazon, Apple, Facebook and Netflix will
result in code cutting (paying TV subscribers cancelling subscriptions and shifting
to new platforms). Facing this risk, we will target the market with experience and
competitive power built in the broadband field over the past three years. In the second
half of this year, Kaonmedia will be able to yet again write a success story of growth
in the network field by winning large-scale contracts from South America, Japan and

Europe.

OX[fez “2F9| asl'E FRstuAt LCh SRl Ak Holnt XS|A/2AME 25t

ZHQJ Ol ArRIOl| CHaH AFKICHS ok
Olshet B& RE =ZLICE

Lastly, | would like to emphasize the importance of “operation internalization.” At
present, we are operating Kaonmedia as well as subsidiaries/ affiliates. | would like
for you to carefully analyze our operating performance in the first half of the year and
strive to surpass that point by strengthen our competitive power in the second half.
Also, in order to prevent losses through an “enterprise-level preemptive response,’
we will inspect and implement response plans concerning the responsibilities and
issues for all predictable losses on a weekly basis. For this, your understanding and

cooperation is requested.

ADIESHD FoMo = SHHV|E HH-OEM JIAIEQ! 02 E & BHE0| ZAICH
Let’s strive to make a visible future by spending the second half of the year smartly and

creativelyl @
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SUMMER OF 2017

Lim Hwa-Seop, CEO and Founder of KAONMEDIA
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Kaonmedia released ‘GiGA Genie,” an artificial intelligence (Al) set top box
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Kaonsoft selected for ‘Healthcare Digital Transformation’
success case by Microsoft (MS)
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Kaonmedia donated stationery to children of North Korean defectors in
Seongnam for the new school year
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Kaonmedia donated female hygiene products to teenage girls in Jungwon-gu,
Seongnam-si through the ‘Sharing Hope’ campaign
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Kaonsoft held a joint seminar in success with DOUZONE BizOn
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Kaonmedia entered the European market with its first VDSL-based CPE product
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Focusing on the Fourth Industrial Revolution
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Mankind is now being confronted with the Fourth
Industrial Revolution. The Industrial Revolutions were not
planned but they just emerged with the advent of certain
technology regardless of our intention. In other words, the
turning point in industrial paradigms resulting from the
advent of certain technology is an industrial revolution.
XIS7E] AHATES AHEHE MY XS LAs HHI 1R M
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The First Industrial Revolution began in the late 18th century. As
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machines began to be developed based on thermal energy, the
First Industrial Revolution emerged. One of the most notable
features of this period was that machines somewhat replaced
human labor. The Second Industrial Revolution emerged in
the late 19th century. With the invention of electricity, plants
introduced conveyor belts for production. This period featured
mass production. During the Third Industrial Revolution,
information began to be shared with the advent of the Internet.
The APARNET of the United States Department of Defense which

was established in 1969 is considered the first form of the Internet.
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Now, we are in the midst of being confronted with the Fourth
Industrial Revolution. The Fourth Industrial Revolution has
emerged with ICBM technology. ICBM refers to platform
technology encompassing loT, Cloud, Big Data, and Mobile.
The Internet of things (loT) is defined as sensor technology
that collects data. Information collected by IoT is saved in
the Cloud. Collected information is analyzed by big data
and analyzed information is then transmitted to mobile.
Mobile here refers to mobile devices such as smart phones,
automobiles, and robots.
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One of the biggest features of the Fourth Industrial Revolution
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is “Actionable Intelligence!” Due to the emergence of the
Internet during the Third Industrial Revolution, now everyone

produces information. As a result, we are surrounded by a
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What is QuickOn
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quickON is an app that allows dispatchers to manage their job from any mobile device,
assign tasks to technicians in real-time and monitor them via server. Dispatch Service
consists of a mobile app for customers & technicians and a web portal for office
supervisors to manage field operations efficiently. This app provides full accessibility to
information from back-end systems in any environment, offline and online, as well as

from mobile devices.
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KEMP™ Platform, Push Service, Dispatch Service

Once the service issue or technician visit request is activated
by the customer, the management server displays a list of the
requested issues to everyone. A manager can then assign the task
to an available technician and check on the progress. Also provides

system-wide and sub-group notification service.

Technician and Installer Apps

The technician can accept or reject the assigned task. They can
also report back to the management server any schedule changes,
problems with the STB, details of the visit and resolution of the

issues with the customer.
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Customer App

When a problem occurs with the STB, a QR Code automatically
appears on the TV screen. The customer will see detailed
instructions for each case and can also request a technician’s visit if

necessary.

ol
-

Helst @F x| Y2(OR TE)2 1 SHO| EXEHZE0| 7kssi, &

=0 FQ X2 Mat A J|EAte] YE 32 S0l= AYUCE 722

Benefits of QuickOn

Easy error detection (QR code) display to help customer-driven
troubleshooting Legitimacy validation and verification.Business
Intelligence and Analytics - statistics of symptoms, causes, and
resolution rate .About 35% or more improvement in the customer
satisfaction rate

The main purpose of the quickON solution is to reduce the number
of calls & Technician visits.Kaon is confident that operator can
reduce further OPEX of 58.1% with Further Consulting and Max
74.8% OPEX Reduction by fully utilizing the quickON solution. ®
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AlphaGo has retired with a record of 86 wins and 1 loss. People used to joke
that AlphaGo might be a name of a high school. This hilarious joke is not about
AlphaGo’s loss to South Korean professional Go player Lee Sedol. Today, I'm going
to talk about Artificial Intelligence (Al) which is emerging as a new topic in the
food and IT industries. In fact, AlphaGo’s victory in Go matches was just the start.
Its retirement from Go means that Al will be soon applied to a wide range of
industries and technologies such as energy reduction, new medical treatments,

industrial automation, and home automation.
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In 1956, the three technological elements of Al were first defined by John
McCarthy as algorithms, computing power, and data. An algorithm refers to
software teaching a machine, that is to say machine learning (one of Al research
fields and technology that gives computers the ability to learn as humans do). In
computing power, which is one of the necessary elements of machine learning,

fast learning requires high-performance hardware.
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Ironically, the reason why leading Al companies disclose
their machine learning algorithms is that they no
longer consider algorithms a key competitiveness of Al
technology. It is because data, the learning ingredients of
Al, is more important. Deep learning has rapidly advanced
as of late, which means that the learning ingredients of
Al have increased. About 8ZB (zettabyte, 80 billion TB) of
digital data is generated every day by PCs, smartphones,
SNSs, etc. Al has been improving based on algorithm

computing with plenty of learning ingredients.
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Smart home technology is one of the most notable

technologies among the various fields of Al. Numerous Al
devices have been recently launched in the Korean market.
In January, Kaonmedia launched the world’s first Al TV.
This product provides comprehensive Al agent services

in the areas of customized recommendations using voice

recognition, household appliance control, phonecall,
home security camera, weather, and transportation.
Recently, Al has been more widely applied to finance, smart

apartments, etc.
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Al services, cIoser related to the Fourth Industrial
Revolution, are expected to keep advancing and bring
forth new paradigms to the industrial and cultural fields.
However, there are both pros and cons. We should keep
our eye on Al. Elon Musk, the founder of Tesla, and Stephen
Hawking warn that Al could destroy humanity. It means
that we cannot predict what kinds of issues Al will bring
about if it gets out of control. Kaonmedia as well as Al

developers should always ponder over this matter. ®
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Same as the previous year, Kaonmedia was actively involved in a variety of social contribution projects in the
first half of 2017. What did employees of Kaon do for others this year?
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Weight of a compliment

| would like to compliment Min Dong-seon, the manager of the Manufacturing
Management Team. As withall Kaon people, Manager Min is responsible for
difficult tasks and performs overtime work frequently. What's more, his home
is in Busan. So, every weekend, hetravels a long distance between work and
home, which makes him very tired. In spite of this, Min always smiles and sets
an example by taking the initiative in solving various problems that occur in the
workplace. Duringthis quarter, especially, we experienced a number of difficult
situations and, as much as so, | would like to compliment Min for handling the
situations rationally by coordinatingthe opinions of various departments with a
positive attitude.

We started the second half of 2017 with sweltering heat and more difficulties
may await us. But, | am sure that Manager Min will wrap up the year successfully

with his positive mind and commendable communication skills. ®

Kim Do-hyeong, Material Team Manager
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TO MY BELOVED FAMILY
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TREND REVIEW
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Do not regret later but go on a vacation now!
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The summer vacation season has just kicked off, but it is not easy to have a good vacation.
You must decide where to go, how to go, and whether you go alone or with others.

It makes you distressed. Eventually, you may miss the summer vacation season.
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KAON RECIPE
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