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Disclaimer

This material contains estimated information of unaudited non-consolidated preliminary financial and
operating data of KT Corporation (“KT” or “the company™) as of 2™ quarter 2002 and forward-looking
statements with respect to the financial condition, results of operations and business of KT management.
Statements that are not historical facts, including statements about KT’s beliefs and expectations, are
forward-looking statements. Such forward-looking statements involve known and unknown risks,
uncertainties and other future results or performance expressed or implied by such forward-looking
statements. Such forward-looking statements were based on current plan, estimates and perfections of
KT and the political and economic environment in which KT will operate in the future and therefore
you should not place undue reliance on them.

Therefore, KT does not make any representation or warranty, expressed or implied, as to the accuracy
or completeness of the unaudited financial and operating data contained in this matenal and such
information maybe materially different from the actual results or performance of KT. KT speaks only
as of the date it is made, and KT undertakes no obligation to update publicly any of them in light of new
information or future events.

Please note that the financial and operating data contained in this presentation have been rounded. Since
affiliated companies have not finished compilations of their financial results, our estimated figures were
used for the equity method gains/losses. KT’s official reviewed non-consolidated financial statements
as of and for the period of 2™ quarter 2002 will be filed with the Korea Financial Supervisory
Commission, the Korea Stock Exchange on August 15, 2002.

Please also note that the results of 1% quarter 2002 has been revised according to the actual figures after
the 1* quarter preliminary earnings commentary on April 30 and May 1. The main revisions are;

(KRW Billion)
1Q Preliminary 1Q Actual Difference
Revenue 2,918.9 ' 2,918.8 0.1
Operating Income 774.3 770.2 : 4.1
EBITDA Margin 1,374.6 ‘ 1,370.9 -3.7
Net Income 501.7 501.5 0.2

If you have any questions in connection with this presentation, please contact the Investor Relations
Department of KT Corp. ' '

KT Corporation
Investor Relations

Tel . 82-31-727-0941~6
Fax: 82-31-727-0939
E-mail: maestoso@kt.co.kr
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I Financial Highlights

EBIDA* 10639 1019 S 444 44% 13709 3070 . 224%
OEBIIDAMugin%) | 368%  354% 14%P  410%  -l02%P
Net Income 4796 390.0 435.5% 501.5 219 L 4.4%

(1) ERITDA = Operating Incomre + Depreciation

A. The revenue of 2Q of 2002 totaled W2,894.6 billion, which is W14.8 billion or 0.5%
growth compared to the same period of 2001. Revenue from Internet, Leased Line, and
Telephone shows a sound growth and offset the decrease in LM interconnection revenue

caused by LM tariff cut of 17.7%.

B. The operating income and EBITDA were improved significantly compared to 2Q of 2001
due to continuous efforts in cost savings. However, quarter on quarter basis, operational
profitability repeated a seasonal pattern. Due to the quarterly different schedule of
performance-based incentive payment and the payment of retroactive increase of 3.1% In
salary for the period of January thru May according to agreement made in May, W191.1
billion was increased in salary expense comparing to 1Q of 2002 and resulted in decrease in

operating income and EBITDA.

C. Net income increased by W390 billion year on year. In addition to improving operational
profitability, non-operating income such as W246 billion from the sale of SKT shares,
W98.3 billion FX net gain from the depreciation of dollar, and improvement of profitability

of subsidiaries contributed to the net income.
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II. Business Highlights

A. Completion of privatization in May and nomination of new CEO

(Mr. Lee, Yong-Kyung, current CEO of KTF)

In May 2002, KT completed to divest the government’s holding of 28.4% stakes in the
combihed form of equity sales 0f 20.83% and EB sales of 7.54%. As former CEO, Mr. Lee,
Sang-Chul was appointed as minister of MIC, Mr. Lee, Yong-Kyung, current CEO of KTF,
was nominated as the new CEO of KT Corp. through CEO nomination committee.

To enhance corporate governance structure, KT, as a fully privatized company, will
propose to increase the number of outside directors from 7 to 9, adopt cumulative voting
rights, and appoint new CEO at an extraordinary general-shareholders’ meeting (EGM) on
August 20™ 2002. We will provide more detailed information via public notice and IR

News as soon as the final agenda is determined.

B. Development of Broadband Business

During the 2Q of 2002, KT acquired net addition of 256,469 broadband subscribers,
reaching the total of 4,333,268 as of the end of June 2002. According to MIC statistics of 6
major broadband operators, this net addition represents 62.8% of total net addition during
2Q 2002. As a result, KT’s market share increased from 49.1% to 49.7%.

C. The MIC Announced New ML and LL Interconnection Rate on July 16, 2002,

Following the reduction of LM tariff and LM interconnection rate in April, MIC
announced adjusted ML and LL interconnection rate for 2002, 2003, which will

retroactively be applied from January of 2002. New rates are as follow:

The reason for the decline for subscriber line interconnection rate is because MIC believes
that a portion of subscriber access line cost is compensated by USOF, and monthly fixed -
charge is increasing. MIC also announced that it intends to apply LRIC (Long Run

Incremental Cost) method for 2004 interconnection rate calculation.
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e The impact of this change on KT is an increase in revenue by approximately W9 billion in
2002 and decrease of approximately W9 billion in 2003 comparing to revenue of W324
billion in 2001,

D. USO (Universal Service Obligation) Service Compensation Rate Increase

e The MIC announced on July 30" that it plans to increase the compensation rate from
10.9% (including KT’s contribution) in 2000 to 50% in 2002 (including KT’s contribution;
effective compensation rate is expected to be 46.2% because KT will not be compensated
for those service areas where the cost/revenue rate is below 110% in local and 130% in
public telephone, respectively). However, the compensation rate will be increased up

t0100% by 2005 as the long-run incremental cost scheme is adopted.

e The MIC also announced that the loss of local telephone service in the non-profit area,
previously excluded from the compensation scope due to the fact that local telephone
business as a whole make profit, will be compensated from 2002.

(KRW billion)

Total Loss 728.2 554.5 551.3 (Est.)

Total Compensation . - CEer Yy o e} e
(KT’s contribution included) 7.3 76.4 (Est) 2546 (Est)

Receipts from

Other Operators 50.3 50.3 (Bst) 167.5 (Est.)
July 2000/ July 2001/ August 2002 /

Pre-Settlement January 2001 January 2002 January 2003
Final Settlement July 2001 August 2002 (Est.) July 2003 (Est.)

e Although total loss for 2001 has been finalized, the amount to be compensated for 2001 &
2002 loss by other operators 1s not determined yet..

o The calculation of USO loss and compensation amount requires at least six month lag time;

so, it has a pre-settlement and final settlement procedure as follows:

- Because the final loss amount of 2001 is determined in July ~ August of 2002, the
. pre-settlement 1s made earlier. For an example of 2001, pre-settlement was made in
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July 2001 and January 2002 on the basis of the final compensation amount of W50.3
billion in 2000.
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ol Summary of Income Statement and Balance Sheet

A. Balance Sheet

- Accourt Receinbies 1781 14756 0 2425 0 164% | 1789 0 91 - 0%

- Qtters 292 269 77 6% 1 3079 886 1 -190%

199107 .
78169
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B. Income Statement

Nonoprating Incorre 3556 2546% 994 3959 . 3981%
O Gairs onDisp OF Inv, Asscts 2721 | 45864% 004 2779 6473475%

 B9&% 67 176 61%
£24% 15 27 1491.1%

O0thers
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C. Revenue

1. General Overview

OperatingRevenue

o Internet 474 | 105%

o LM interconnection

~ 0Leased Line

L 211%

o Wireless(PCS resale etc) 38% | 1679 =52 -3.1% |

o Satellite 18.5% 323
o Others

e Revenue from main business such as Internet, leased line and telephone service showed
solid increase of 33.5%, 5.5%, and 4.0% over 2Q 2001 respectively. However, mainly due
to the 17.7% LM rate reduction implemented from April 1, 2002, total revenue increased by
0.5% over 2Q 2001 and decreased by 0.8% over 1Q 2002.

2. Internet Revenue

Total Internet Revenue

_oBroadband 3858 2700 | 1158 . 429% | 3556 302 . 85%

o Others 42 2%

29.0%

- Bizmeka

........ -Others(Henmirete) 21 10 11 1054% 18 04 197%
Broadband Subscriber No.(000) - 4,333 39.8% 4077 6.3%
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Internet revenue, one of core growth business areas, increased by 33.5% over 2Q 2001 and
10.5% over 1Q of 2002. Most of this revenue growth was due to broadband revenue
increase supported by the strong increase in the number of broadband subscribers.

The number of broadband subscribers recorded 4,333,268 as of the end of June, a net
addition of 256,000 from 4,076,799 as of the end of March. Among these, muliti-ADSL
subscribers increased from 89,666 to 114,367. Due to such the increase in multi-ADSL
subscribers, the broadband ARPU has maintained a steady trend of W30,430 in April,
W30,561 in May, and W30,476 in June.

On the other hand, as of the end of June, KT has 8,124 W-LAN subscribers (service called
‘Nespot’) service, which has grown from 621 subscribers at the end of May. The revenue
from Nespot during 2Q was WO.8 billion, and the revenue is not included in broadband but
“other Internet revenues”.

Aside from the broadband service, the revenue from IDC increased by W10.8 billion,
Bizmeka, ASP service for SME, contributed W2.5 billion in revenue. Also, W1.0 billion
from wireless contents platform service, and 0.8 billion from W-LAN service generated
new revenue. As a result, Internet revenue under the “other” category increased by 42.2%
over 2Q of 2001.
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- 3. Telephone Revenue

Total Telephone Revenue
' Subscriber Connection

O Non-Refundable Deposits

O Basic Monthly Charge
O Installation

O Interconnection

124%
20% |

C Interconnection
O Others

| Others(Sales D/C, etc.)

e Overall telephone revenue increased by 4.0% compare to 2Q of 2001 totaling to W1,189.6

billion.

e This increase is mainly attributed to the increase in the total telephone subscribers from
21.75 million as of June 2001 to 22.02 million as of March 2002, and 22.11 million as of
June 2002. The revenue from installation fee and basic fee in line with increased telephone

subscribers surpassed the decrease in usage revenues.

e KT began to provide ‘HomePlus Phone’ service from July 1¥ in which present telephone
subscribers get additional telephone fine without installation charge to increase call volume..

10



KT

"The Value Networking Company”

4. LM (Land to Mobile) Interconnection Revenue

e In line with the LM tariff cut and 10-minute free call, LM interconnection revenue totaled
to W552.1 billion, a decrease of 22.4% over 2Q 2001. However, owing to active promotion
such as advertising cheaper usage charge than that of wireless, KT experienced 15.4%
decrease in LM interconnection revenue Over 1Q 2002, which is less than 17.7% reduction

in LM tariff.

5. Leased Line Revenue

(KRW billion)

02%

e Due to increased demand in broadcasting leased line during the 2002 World Cup
Korea/Japan period, the revenue from leased line grew by 5.5% over 2Q of 2001 and 5.6%
over 1Q of 2002 respectively.

6. Other Data Revenue

e Other data revenue amounted to W52.6 billion, a decrease of 21.1% over 2Q 2001 and
0.7% over 1Q 2002. Due t0 the substitution of dial-up service with broadband Internet,

11
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Internet Dial-UP (014XY) service revenue continued to decrease by W14 billion (21.1%)
over 2Q 2001, but the increase in revenue generated by EDI, ATM caused by increase of
data demand resulted in slight decrease of W0.4 billion (0.7%) in total other data revenue
over 1Q 2002.

7. Wireless Revenue

] PCS Resale 4.0%

......... OPCSServioe 1016 811 205  253% _ 932 83 9%
.OHandsetSales 608 = 751  -143 190% ' | |
O Other WirclessRevernue 0.3 -364% . 04

PCS Resale Expense 983 ©0.02% |

OCostofHandset 548 | 697  -149 @ -214% 837 . 289 . -346%
O Interconnection fee to KTF ~ 43.5 286 149 522%
Resale Subscribers('000) 1,366 | 1,131 235 i 208%

e Wireless revenue increased by W6 billion (3.8%) over 2Q 2001 but decreased by W5.2
billion (3.1%) over 1Q 2002. Main reasons for decrease over 1Q of 2002 are because of the
decline in handset sale as a result of less net addition in'2Q 2002. However, the other
revenue item, PCS service, which includes basic service charge and usage charge etc.

continued to grow by 25.3% and 8.9% respectively.

8. Satellite Revenue

Tow SacllicReveme 284 240 44 18% 323 39 A%
e Satellite revenues totaled to W28.4 billion during 2Q 2002, an increase of W4.4 billion
(18.5%) over 2Q 2001. However, it decreased by W3.9 billion (12.1%) over 1Q 2002 due

to large volume discount offered from 2Q 2002.

12
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9. Other Revenue

21.8

15.4

O SUNI Service Revenue
Other revenue, which include revenue from SI/NI, telephone directory, telegram service,
and others declined by W12.1 billion (21.4%) compared with 2Q of 2001 mainly due to
decline in SI/NI revenue. However, compared to 1Q of 2002, it grew by 5.3 (13.5%) over
1Q of 2002 due to rising SI/NI revenue and other miscellaneous services.

13
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D. Operating Expenses

1. Labor Expense

Total Labor Expense
O Salaries & Wages

e Labor expense increased by W191.1 billion (32.7%) from 1Q 2002, mounting to W774.6
billion in 2Q 2002. This is mainly because the performance-based bonus increased by
W186.9 billion over 1Q 2002 according to the bonus payment schedule (refer to the table
below for details). The performance-based bonus payment was 50% of the basic monthly

salary in 1Q whereas it was 250% of the basic monthly salary in 2Q. In addition, based
upon the salary increase of 3.1% agreement, retroactive salary to January 1% was paid in
June, which resulted in the salary expense increase of W207.3 billion (53.2%) over 1Q
2001. | R

e The reason for different payment of performance-based bonus is because the bonus rate is
determined at the AGM in March each year, and it is actually paid out afterward in 2Q,

causing concentrated labor expense in 2Q 2002.

e Employee benefits decreased by W45.2 billion (31.1%), and this is because Lunar New

Year bonus was paid in 1Q.

e The reason for lower provisions for retirement compared to 2Q 2001 is because of the one-
time payment of W74.3 billion in 2Q 2001 due to the early retirement of 1,300 employees
followed by the spin-off of 114 directory and collection agency in June of 2001. The
provisions for retirement in 2Q increased compared to 1Q because it is an allowance set

aside proportional to the increase in labor expense in 2Q 2002.

14
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o Details of salary agreement for 2002 are (1) increase of basic monthly salary by 3.1%, (2)
one time payment of W800,000 including W300,000 summer vacation bonus per employee,
and (3) PDA and telecommunication expense subsidy of W30,000 per month per employee.

o Annual Bonus Payment Schedule (100% equals to roughly one month’s basic salary)

1Q Performance-Based Bonus 50% Performance-Based Bonus  100%
Lunar New Year Bonus 100% | Lunar New Year Bonus 100%
2Q Performance-Based Bonus  250% Performance-Based Bonus 185%
3Q Performance-Based Bonus  100% | Performance-Based Bonus 100%
Lunar Thanksgiving Bonus  100% Lunar Thanksgiving Bonus  100%
40 Performance-Based Bonus  150% Performance-Based Bonus 100%

2. Depreciation

e Due to continued efforts to save capex through the investment coordination committee and
slow down in broadband subscriber growth, depreciation decreased by 14.1% over 2Q of
2001.

3. Commissions

e The reason for the increase in commissions over 2Q of 2001 is due to the increase in

outsourcing. The main examples of outsourcing are the spin-off of the 114 directory and
collection agency made in June of 2001 (KT holds 19% of total shares), and the expansion

of outsourcing of maintenance in public phone business.

15
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4. Sales Promotion

Sales Promotxon

e Sales promotions amounted to W40.6 billion, a decrease of W15.1 billion (27.1%) over 2Q
2001. However, due to strengthening marketing efforts for the broadband sector and

telephone revenue, it increased 6.2% over 1Q 2002.

5. Repairs & Maintenance

e Main reasons for the increase in repair & maintenance cost comes from changes in
accounting treatment. Until last year, KT recognized repairs and maintenance cost which is
the part of constructions-in- progress mostly in 4Q; however, from this year, KT started to
estimate repairs and maintenance cost of construction-in-progress quarterly in order to

reduce quarterly fluctuation. -

6. Cost of Goods Sold

e Cost of goods sold is mostly comprised of handset purchased for PCS resale and cost of
goods sold for the Internet shopping mall, BuynJoy (http://www.buynjoy.com). Cost of
goods sold decreased mainly due to decrease in a net addition of PCS resale subscribers.

16
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7. Cost of Service

- SINI Service Cost :
- PCS Resale Network Costto KTF

ettlement Cost
O LM Interconnection Cost -33.9%

¢ LM interconnection costs decreased by W154 8 billion (33. 9%) over 2Q 2001, recordmg
W301.6 billion for this quarter. However, due to free-call provision and active advertising

of inexpensive usage charge, LM call volume increased and, therefore, LM expense
increased by 3% compared to 1Q 2002,

e During 2002 World Cup Korea/Japan period, international call volume increased, and
pending international settlement cost due to the disagreement of international settlement
rate to several countries was remitted. As a result, the international settlement cost of 1H

. increased by 41.8% over 1Q 2002.

6. Non-Operating Income

e KT sold 1 million SKT shares (BV: W18,868) last April for W265,740/share and gained
W246 billion from disposal of invested assets. In addition, due to depreciation of US dollar
currency, KT experienced FX translation and FX transaction gain of W130.7 billion. As a
result, non-operating income increased by W355.6 billion over 2Q 2001 and W395.9 billion
over 1Q 2002 respectively.

17
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e The details of the FX translation and FX transaction gain/loss are as follows:

- 3717.2%

ONet FX Translation(a-b) 989 163 . 826  5062%  -27

OFX Transaction Gainc) 7.5 17§ 58  3299% 21 263.3%
OFX TransactionLoss(d | 80 | 44 | 37 83.7% 17 373.2%
ONetFXTramsaction(c-d) 05 26 21 -801% 04 -09 = 2418%
. OFXRelated Gaine)=(atc) = 1307 & 06 & 1300 204212% 61 @ 1246 . 20563%
OFXRelatedLoss()=(b+d) | 323 = -13.1 | 454  -3477% 84 239 | 2838%

ONet FXRelated Gain(e-f) : 983 . 137 | 847  6184% 24 - L4258.7%

e As of the end of June 2002, total foreign debt totaled W2.8 trillion ($2.2 billion). Among
these, EB issuance of W1.7 trillion ($1.3 billion) to foreign investors, however, was not re-
evaluated according to the Korean GAAP.

7. Non-Operating Expenses
¢ Total non-operating expense decreased by W45 .2 billion over 2Q of 2001 due to a decrease

in equity method loss owning to improvement of subsidiary’s profits.

e However, due to the increase in interest expense from issuance of EB & BW in the courée
of privatization, the rise in equity method loss resulted from decrease in subsidiaries’
profits in ZQ and the increase in loss from the disposal of tangible assets caused by
upgrading subscriber lines and backbone network, total non-operating expense increased by
W124.1 billion over 1Q of 2002.

18
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8. Net Income

e Effective tax rate of 26. 8% for 2Q of 2002 is lower than 28.1% of lQ due to hlgher tax
refund from increased spending in Capex. For the same reason, the effective tax rate for 2Q,

however, is higher than the same period of 2001.

19
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A. Balance Sheet Highlights

1. Assets

1. Current Assets

o Current assets increased by W481.9 billion from 2Q 2001 because of an increase in cash &
cash equivalents by W202 billion and an increase in account receivables by W242.5 billion
caused by the increase in the number of PCS resale subscribers.

e However, current assets decreased over 1Q 2002. The reason for the decline is due to the
subsidy of 5.7% ESOP purchase as a part of the domestic offering of the government-
owned shares last May.

e Total ambunt for ESOP subsidy was about W956.6 billion, which is to be subtracted from
monthly salary for seven years. Therefore, the collectable amount for 2002 of W68.3 billion

is recorded under short-term loan.

2. Fixed Assets

. The main reason for the increase in investments assets over 2Q of 2001 and 1Q of 2002 is
the loan to ESOP. The collectable amount from 2003 to 2008 of W876. 6 billion is recorded
under investments assets as long-terrm loan. -

e Tangible assets decline in line with continuous efforts for capex saving.

e Main reason for the increase in intangible assets over 2Q of 2001 is due to the fact that
development cost of ICIS (Integrated Customer Information System) and ERP (Enterprise
Resources Planning) occurred and subject to be amortized over six years.

3. Current Liabilities

o Current liabilities increased by W114.9 billion over 1Q of 2002, but total current liabilities
did not change because corporate tax and dividend payable were paid in 2Q 2002.

20
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. Fixed Liabilities

Local currency debts increased by W1.2418 trillion due to the issuance of EB in the course
of privatization in May. However, due to the decrease in installation deposit by W331.3
billion, total fixed liabilities increased by W879.9 billion over 1Q of 2002,

. Shareholders’ Equity

Retained earnings increased by W479. 6 billion over 1Q of 2002. However, as capital
adjustment decreased by W1.2601 trillion due- to the issuance of EB, and the unrealized
gains from investment decreased by W442.2 billion due to the disposal and share price drop
of SKT shares. As a result, total shareholders’ equity mounted to W9.2919 trillion, a
decrease of W1.24 trillion over 1Q 2002.

21
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