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Valuation

Ex{o|71 BUY, 2EZ7} 36,000802 7tz|X| THA
CHEAE FFSE0| EH0l= SAY EEF7H= DCFE o183 A&, SAIY 7IRIE 8
7vet=El R88 A13#Ql 2008 7% EV/EBITDAE 6.6H] =0l 238 ER7} 7%
implied EV/EBITDAE 7.180). 2008 71Z& PER 16.181= AJATHH] ©F 60% PremiumoOl
FoE =F, ol SAS oFEE J72, AIZAE S 4o R Qe 502 o

2=

Earnings Forecasts (S N, 2, %, t)
a=AM7| 2006 2007 2008E 2009E 2010E 2011E 2012E
ER 1,118 1,213 1,305 1,411 1,531 1,657 1,756
Z7te (%) 10.9 8.5 7.6 8.1 8.5 8.2 6.0
a0l 112 161 199 227 272 309 330
B0 E(%) 10.0 13.3 15.3 16.1 178 187 18.8
EBITDA 251 303 364 426 499 563 609
EBITDAO| 2 S (%) 224 25.0 27.9 30.2 326 34.0 34.7
=09 75 116 139 161 195 224 240
EPS 1,010 1,562 1,867 2,166 2,623 3,004 3,221
DPS 400 780 780 780 780 780 780
PER 25.6 195 16.1 139 15 10.0 9.3
EV/EBITDA 8.0 7.8 6.6 5.6 47 40 36
PBR 47 50 4.2 35 29 2.4 20
ROE 19.2 24.0 24.4 24.3 24.9 23.9 216
HETAE 1.6 2.6 2.6 2.6 2.6 2.6 2.6
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. Valuation

SAFGolol 3l FAIA BUYSE EXF71 36,0008 AAIGHY AHTIRIE MAISHE 5357}
£ 4302 7R} 71810 & WE ALZ R W E0] 90%0] Bals SAIS oA E25ES 70 DCF
£ 0|88 AESIFHIE TEEE 3%, ROIC 2 WACC 95% 71HS).

20084 7|5 PERE 16.181 = KOSPIHH] €F 60%2] Premiumoll A A= 11 QT OJE Al SAlolA 7
o= ZnA e 1) SAHEE H2UA EFOR g5 oFEHQl §80] A£E ddoln (1A
3EZ CAGR 9%, 8% 3@t CAGR 8.3%), 2) B 50% D=9 MEH AlZ R0 A Hol= Al
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SHH, SAIY] A< Z7MZI7 EATEY O 40%E RIXIshe S HIS2d 89 HE0] EQB=
PERET} EBITDAY]E multipled] B f&8F BRol0]d X371 2 & QUi ol st AFo A SA
20084 EV/EBITDAE 6.68] S~Foll E1H5HH, 537} 71 implied EV/EBITDA 7.1H = 8% 3W 7t
EBITDA CAGRO| 15.6%Y € UHGHH @2 2% HHE T

(B 1) U UZ Key data comparison

SR AAA 48 KT&G 4 off A
(KS.021240) (KS.004170) (KS.023530) (KS.033780) (KS.004370)  (KS.012750)
Market Cap. (W bn) 2,237 9,543 8,786 11,822 1,308 2,221
Price (Won, July 11.08) 30,050 506,000 302,500 84,000 215,000 58,600
M/S 50% 38% 42% 70% 1% 60%
PER(x) 15.3 19.1 12.7 16.8 12.0 19.3
PBR(x) 41 2.9 1.1 3.5 1.2 4.2
EV/EBITDA(x) 6.5 14.5 8.7 9.4 39 7.7
OPM(%) 15.3 9.7 7.7 36 7.6 20.7
ROE(%) 25.5 16.4 8.9 25 10.5 24.7
xiz: SREXEH
(a2 1y 22 347 F7} Performance — AIEE 13%p OIRMME
115 [ (2008.4.11=100)
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(& 2) DCFO|| oI5t XX 2HZ7H= 36,000 (EERCER
Current Price 30,100 Terminal Growth 3.0%

DCF Model | Fiscal Year 2007 2008 2009 2010E 2011E 2012E  2013E 2014E 2015E 2016E  2017E  2018E  2019E
Sales 12,131 13,054 14,108 15,310 16,565 17,553 18,494 19,387 20,230 21,021 21,761 22,450 23,090
growth(%) 76% 81%  85% 82%  6.0% 54%  48%  43% 3.9% 35%  32%  2.9%
EBIT 1,613 1,992 2272 2,719 3,092 3304 3517 3,686 3,847 3952 4,091 4,176 4,295
growth(%) 235% 141% 19.7% 13.7%  6.9% 6.4% 48%  43% 2.7% 35%  21%  2.9%
Margin (%) 133% 153% 161% 17.8% 18.7% 18.8% 19.0% 19.0% 19.0% 18.8% 188% 18.6% 18.6%
* EBITDA 3029 3644 4257 4986 5625 6,085 6204 6504 6,786 7,007 7,254 7,438 7,650
* EBITDA margin(%) 25.0% 27.9% 302% 326% 34.0% 347% 335% 335% 335% 333% 33.3% 33.1% 33.1%
Tax rate(%) 253% 24.6% 242% 242% 242% 242% 242% 242% 242% 242% 242% 242% 24.2%
NOPLAT 1,205 1,501 1,722 2,061 2,344 2505 2,666 2,794 2916 2,996 3,101 3,165 3,255
Depr. & amort. 1,416 1653 1985 2266 2533 2,781 2,688 2817 2940 3,055 3162 3263 3,356
Gross Cash Flow 2,621 3,153 3,707 4,327 4,877 528 5353 5612 585 6,050 6,263 6,428 6,611
Net Working Capital inc(dec.) 189 52 130 138 144 12 -28 68 64 60 56 52 49
Capex 2282 2313 2654 280 3116 3302 3305 3118 3091 3,052 3000 2941 3,025
Investing Cash Flow 2,365 2,784 3,018 3,261 3414 3277 3,186 3,155 3,112 3,057 2,994 3,074
Free Cash Flow 788 923 1,310 1,616 1,872 2,076 2,425 2,700 2939 3,206 3,434 3,537
Cost of Equity 10.0%

Risk Free 5.0%

Beta 1.0

Risk Premium 5.0%

Cost of Debt 8.0%

WACC 9.0%

NPV of FCF 15,051

NPV of CV 12,068

NOPLAT 3,353

ROIC 9.5%

WACC 9.5%

Terminal Growth 3.0%

cv 35,483

Enterprize Value 27,119

Non—0Qperating Value 427

Cash & equivalent 285

Finacial Goods 0

Marketable securities 1

Investment securities 140

Debt 1,120

Net Enterprize Value 26,426

Market.cap —Preferred 0

Equity Value 26,426

No. of Shares(Common, thou.) 74,432

Fair Price -DCF 35,504
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(E5 012 &8 2 718 (] e JAIT, 9)
(Wbn) 2005 2006 2007 2008E 2009E 2010E 2011E 2012E
Eamings

= 1,008.1 11178 12131 1,305.4 1,4108  1,531.0 1,696.5  1,755.3
e 2 903.4 1,020.0 11020 1,174.9 12838  1,393.2 1,490.9  1,579.7
— Bl 813.0 935.3 986.2 1,044.0 1,130.7 1,215.1 1,288.1 1,359.1
— Bl 90.3 84.7 115.8 130.9 153.1 178.1 202.7 220.6
PN 45.4 51.8 54.9 65.3 70.5 76.5 82.8 91.3
TE 7.6 19.2 26.1 35.3 45.9 54.7 61.4

7|Ef 59.3 38.4 37.0 39.2 42.3 45.9 49.7 52.7
YoY Chg.

=l 21.8% 10.9% 8.5% 7.6% 8.1% 8.5% 8.2% 6.0%
e 2 26.1% 12.9% 8.0% 6.6% 9.3% 8.5% 7.0% 6.0%
- dg 26.1% 15.0% 5.4% 5.9% 8.3% 7.5% 6.0% 5.5%
- Mg 26.1% —6.2% 36.7% 13.0% 17.0% 16.3% 13.9% 8.8%
AANE 51.7% 14.2% 6.0% 18.9% 8.1% 8.5% 8.2% 10.2%
TE 152.6% 36.0% 35.1% 30.2% 19.0% 12.4%
7|Ef —27.3% —-35.3% -3.6% 5.9% 8.1% 8.5% 8.2% 6.0%
Assumptions

[Rental Accounts]

47| 1,627 1,730 1,856 1,962 2,058 2,170 2,263 2,360
37IHH 528 552 563 576 612 641 667 690
HIg| 704 819 849 881 942 996 1,060 1,110
AT 355 374 338 346 357 368 372 384
SAEHE 3 4 6 7 9 12 13 16
| 3,217 3,478 3,612 3,824 4,029 4,237 4,420 4,605
[Membership Accounts]

47 520 617 622 682 769 855 943 978
37IHE 4 7 18 20 24 31 38 4
Hld| 9 14 29 34 39 50 57 61
A7 17 20 42 47 52 59 66 70
SAEHE 0 0 0 0 0 0 0 0
Y 550 658 711 783 884 994 1,105 1,151
2] 3,767 4136 4,323 4,607 4913 5,231 5,524 5,756
N (EFE) - 976 1,030 1114 1,209 1,314 1,428 1,553 1,684
=4 516 373 261 196 153 125 113
T e 514 740 948 1,118 1,275 1,428 1,571
|z e 294 524 500 501 526 573 632
Mo g 63 168 175 180 195 212 240
WEEE]= 21.5% 32.1% 35.0% 36.0% 37.0% 37.0% 38.0%
a4 399 413 458 490 515 530 546 563
2ED HAS 0.99% 1.06% 1.07% 1.06% 1.04% 1.03% 1.02%
[ARPU/month]

g A 20 22 22

-y 19.5 21.5 22.1 23.4 24.0 24.5 24.8 25.1
— H 1.4 10.3 12.9 14.6 15.3 15.8 16.1 16.3
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CHAMCHZH LUAIALA
12844 (M) 2006A  2007A  2008F  2009F 2010F 1284 (M) 2006A  2007A  2008F  2009F 2010F
FERM 4059 3956 4217 4443 506.3 j s 1,117.8  1,213.1 1,305.4 14108 1,531.0
2R 39.0 28.7 4.3 456 884 S8 (%) 10.9 8.5 7.6 8.1 8.5
WEMA 1108 1179 1263  137.3 149.0 &z0[< 7374 8284 9138  994.6 1,085.4
T KA 80.4 57.8 61.0 66.3 71.9 HEZ0/AE (%) 66.0 68.3 70.0 705 709
HIF SR 4792 5405  691.0 7776 858.9 HHIfH| oF2talH| 625.1 667.1 7146 7674 8135
SXERRA 76.9 777 165.1 1718 1788 B8 (%) 14.2 6.7 7.1 7.4 6.0
FERM 3742 3887 4519  531.3 6054 Feio|e 1123 1613 1992 2272 2719
SRR 28.2 741 74.0 744 748 E7t8 (%) 15.9 437 235 141 197
KHASH 885.1 936.1 11127 1,221.8 1,365.3 EBITDA 250.8 3029 3644 4257 498.6
FEEA 4318 3930 4240 4294 4349 Et8 (%) 1.7 20.8 20.3 168 171
WIS 29.3 258 315 343 372 s feafelES] (9.9 (6.6 (147  (146) (14.4)
=PRI 101.7 920 1247 1247 1247 O Xt 1.9 1.6 2.1 1.7 18
FEEFIIRH 30.0 20.0 10.0 100  10.0 O[XHH| & 8.8 8.0 12.4 128 128
H| 7S 5A 14.6 14.5 77.4 78.1 78.9 Q| 5tat &0l 0.6 0.9 13 0.0 0.0
AR 7| AR 2 0.0 0.0 60.0 60.0  60.0 Np Pl (3.9 (4.1) 4.2) 42 (4.2
7|EHH| R S5 14.6 14.5 17.4 181 189 7| Efg el e &0l 0.4 4.0 (1.5) 0.8 0.8
S EA 4463 4076 5015 5075 513.8 MIEASAYG 22 1024 1557 1844 2126 2575
A= 39.3 39.3 39.3 39.3 393 HOIMH[E 275 39.4 455 515  62.3
Aoz 1138 1137 1136 1136 1136 FThAl0 0.0 0.0 0.0 0.0 0.0
HEEY 2.1 5.4 7.3 73 7.3 g7|&0/¢ 749 1163  139.0 1612 1952
INTE 0.0 0.0 0.0 0.0 0.0 Et8 (%) 231 55.2 19.5 160 211
ojoiz 2835 3701 4510 5541 691.3 Y7|=0|AUE (%) 6.7 96 10.6 14 128
KHEEH 4388 5285 6112 7143 8515 EPS 1000 1562 1,867 2166 2,623
A3 1317 1120 1947 1947 1947 Z7t8 (%) (8.4) 54.8 19.5 160 211
=ARI2 (=8 2) 928 834 1534 1491 106.3 24T 5| MEPS 1,867 2,166 2,623
NS 5178 5978 6655  760.3 850.5 EIt8 (%) 16.0  21.1
SIZSEH FQEXIX|E
12824 (A g) 2006A  2007A  2008F  2009F 2010F 1284 (MA ) 2006A  2007A  2008F  2009F 2010F
BUESHBSE 1837 2833 2637 3489 4102 FYURE(P)
g7|&0lY 749 1163 1390 1612 1952 EPS 1,000 1562 1,867 2166 2,623
FREX A2 1385 1416 1653 1985 2266 BPS 5,521 6,105 7,217 8597 10,435
JIEH[EZ LAY 861 77.7 216 22 22 DPS 400 780 780 780 780
RHREHE (1159) (522 (622  (13.00 (13.8) 2 Z0f0]-M (H, %)
WEHHAAEID)  (100.7)  (19.7) 9.7  (11.0 (11.7) PER 25.6 19.5 16.1 139 115
MO (BT (38.4) 22.0 (3.4) (6.3) (5.6 PBR 4.7 5.0 4.2 35 2.9
AP EIHEL) (3.3) (7.5) 5.7 2.8 2.9 PCR 6.4 6.8 6.9 6.2 5.3
7|Et 266  (47.00 (549 0.6 0.7 EV/ EBITDA 8.0 78 6.6 5.6 4.7
EXEEHEZEE (216.2) (220.0) (333.7) (286.6) (309.4) Hiolg 1.6 26 26 26 26
COIEXRMNE(FS)  (4.9) 0.0 (0.0 0.0 (0.0 4%3 (%)
WIENEHMEES) (15.5) 08  (88.1) 82 (84 doldlg 10.0 13.3 15.3 16.1 178
LN (208.6) (228.2)  (231.3)  (265.4) (288.0) EBITDAOI g 22.4 25.0 27.9 302 326
FERMME 221 9.8 26 0.0 0.0 =028 6.7 9.6 10.6 14 128
HRAABIH  (10.6) 4.7 (130  (13.00 (13.0 ROE 19.2 24.0 24 .4 243 249
XH“%%@%@% 485  (49.7) 82.7  (58.1) (58.1) ROIC 17.2 216 238 242 256
AAZETHAHR) 16.0  (19.7) 82.7 0.0 0.0 OFY4 (%, HH)
A2E7HLA) 325 (300 00  (58.1) (58.1) =X 2/R7| xHE 211 15.8 25.1 209 125
He=2x=2 24.4 29.8 0.0 581  58.1 ReHlg 940  100.6 99.4 1035 116.4
HZ9 BIHED) 15.9 (6.0) 12.7 43 4238 O|Xt2 At & 16.1 25.2 19.3 204 248
MES== 18.6 345 28.5 413 455 234 (3))
7|usg 345 28.5 413 455 883 NN PSESs 1.4 1.3 1.3 1.2 1.2
Gross cash flow 299.6 3355 3259 3619 4240 mEMHsHe 16.0 10.6 10.7 10.7 107
Gross investment 3278 2723 3958 2996 323.1 M DRME HE 18.2 17.6 22.0 22 22
Free cash flow (28.3) 63.3  (69.9 62.3 100.8 MU R Mg 36.1 441 456 429 428
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Compliance Notice

B A= At ZEL 71ECE AW 34 d 7 8 HY0"9] FHEE el golst Ho] gl

G AR e 28 @) “STIAol” Y FAS 1% o8 HFskal AR FSUTH

G ARE S ARE 7IAFATE EE A STl A A Al S Aol QIsUTh

ZARRMEEARE AIRAEY S & S5 BRG] A4 o3 HA 7 %FLIEF

S A=l AME WES2 ZARAEEA 29 9d g 6t Higstil I on, 9|79 REsh #olLt ZHdQlo] A-HASE

Selghch.
Z2EHBY EXIST

ol SEFAYAS EF 12447 FA71EY S7IH] FHEEY o 5150188 9nigh

A7) BEAFEES 20084 49 1QEE BZE 4828
HZAX
- STRONG BUY: £A7|EL E7IthE] +50%0] 4 -BUY 1 FR7IEL E7hoin) +25%0]4
- BUY: FA71EL S7HE] +15%01 4 ~ +50%m1] 2 - BUY 20 FA7IELY E7kH] +15%014 ~ +25%H0] 2
- HOLD: & 71EY Z7hH] +5%014 ~ +15%Mm] gt - HOLD: F&7IEY E7iohu] +5%014 ~ +15%m]¢
- REDUCE: & 71&L E7ithu] +5%Hm] 2 - REDUCE: A 71EY E7itha] +5%0]
5|2 oAz EXtolH Y 2EF} #Y
AR} INERR S=d SEEE EXtolH SEZL Xt
2008.07.15 7|HEN ST 0] 021240 BUY 36,000 ekl
Az RTEXSH
2|2 297 SRFT} HAZO|
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Xt fRUEXEH

S Mg FAREY FAtgdl 217t He BE AZE BHOE EE e ARYULL B AR =58 W82 BAI RARRAEE
AZHARE T Al 2 gHE HBOR Mgt 245 230}, 1 gsrEolut i de AT 5 QlsUnh IEtA S Ates
SIS 77t 5 A 23l oS fA AYANE A 218 SEARRE AFgE & o, BAY 2E 282 FAME AHIY
THOE SV iU & Atae B A AZEEA BE A& Made Al 7155, BAY 59 o] B4, B, d&, Ue,
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