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ABSTRACT

Receiving attention from Bitcoin, the Blockchain technology has demonstrated the potential
of a new financial market due to the decentralization that Bitcoin has shown to the market,
and this has confirmed the existence of new values.

Successful cases of decentralization as the core value of Blockchain have already been
identified through the market activities of many coins including Bitcoin, Ethereum and others,
and there have been many attempts to create this new ecosystem. However, there are still
many problems to solve in the transition represented with the growth of Blockchain
technology.

As it was feasible to identify values we seek for through the decentralization suggested by the
Bitcoin in the financial market, it is intended to discuss new markets and values that can be
given to the entertainment market through Blockchain in this paper.

Kuky Coin is developed to be used as a basic coin that can be utilized for the entire
entertainment market in a range from decentralized resources as the core value of Blockchain
to production and distribution of cultural contents. The purpose of this is to provide broader
diversity to the biased cultural contents market leading only to the development of the
commercial culture that has been overemphasized predominantly due to the centralized
market.

Contents Creator, Investor, Distributor, Media, User (Fan) and Payment Gateway are main
factors in the diffusion of cultural contents. Seen in this perspective, it is our intention to
demonstrate how it is possible to change these elements through 'decentralized' solutions
and Kuky Coin in this entertainment market and contribute to the market through the
changed distribution process.
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INTRODUCTION

According to statistics collected in 2017, about 48% of the world content market was
occupied by the advertising and knowledge information market that grew more than 6% in
2016 recording the 2.81 trillion dollar that increased by 5.5% compared to the last year. In
the future, the world contents market is expected to represent an increasing trend in all the
industries except publication and comics where the printing sector is continuing to decline. In
particular, the game market is expected to grow at a CAGR of over 10% until 2021. The
global content market is expected to grow at an average annual rate of 4.2% over the next
five years and will reach 2.561 trillion dollar.

Current Status of Foreign Contents Market and Prospect, 2018
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At the center of such a huge market, there is the rapid spread of digital contents and the
production of cultural contents that incorporate rapidly developing IT technologies. However,
consumers are able to consume contents only through limited media because of the
centralized social system. Furthermore, many of the IT producers are not able to secure
resources due to the IT technologies that are easy to copy and distribute. In addition,
technological advances made the market size increase, but the growth rate of the
entertainment industry ecosystem has not changed making it not unavailable to predict
explosive growth rate.

[ Source : PwC: Global entertainment and media outlook 2017-2021 ]
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However, the trend of global contents market has recently been changing. Compared to how
the creator or artist was at the center of the industry in the past, the content market is
gradually changing as a fan-based industry. This is caused by changes in the media
environment and the content consumption environment, and the importance of them is
gradually increasing.

In the content industry, fans have been recognized as an important factor in the success of
content, artists, and producers based on the music market in the past. Due to the recent
media environment and the development of business model, the meaning of fans has
become an essential element in most of the content areas beyond the music market.

Many of the factors have complexly influenced on how the meaning of fans was highlighted
in the contents industry. Among them, changes in media environment are of the top priority.
Unlike the situation where there was only a limited amount of available channels for contents,
users' choice has now become important factor as contents could be utilized through various
channels. In addition, the absolute amount of content has increased with the diversification of
channels, and the importance of marketing for receiving user's choice has increased.

Fans of specific artists, producers, and content are not only highly loyal to their favorite
subjects but also play an important role in terms of revenue such as content consumption
and purchase of additional products. Fans also play a role of voluntarily promoting their
favorite contents making marketing strategy targeted on fans increase.

One of the reasons for the reorganization of the content industry oriented towards the fan-
based industry is the 'longtail trend' of the content industry. The content industry basically
has an industrial nature to score high profit in the compensation of high risk. As a result,
content that earns huge profits through successes accounted for the majority of the market,
and it became the main background of concern about the tendency of the content industry
to exclusively win the competition. However, not only contents that constitute major part of
the market due to the emergence of new types of content and business models but also
other types contents are attracting attention from the public.

VO0.9.1EN -5- www.KUKY.io
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The phenomenon called longtail principles is to focus on the remaining 80% over the top
20% of the hits. In the content industry, the diffusion of content targeting the distinct group
of users in the niche market over an unspecified number of the general public is now leading
such a phenomenon. Competition within the industry has been intensified due to the increase
of channel and content that users can select, thereby increasing the likelihood of success by
targeting specific users on relevant content genres and characteristics over an unspecified
number of the general public.

As it is a niche market that might be in a smaller scale compared to the markets that target
the entire users, such contents are combined representing a new possibility. Many of the
fields such as broadcasting, game, fashion, and advertisement are adopting such strategies,
and this has created an environment to focus on fans in the contents industry.

Therefore, we intend to examine what kind of changes are expected to existing
entertainment & contents industry ecosystem through the blockchain as a time-specific and
technical outcome, and fan-based culture, and to evaluate whether it is feasible to create
more diverse industrial ecosystem .

[Source: 2017 Investigation of the trend of foreign contents market Kocca 2018.01]
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SOCIAL BACKGROUND AND ISSUE

At the heart of the rapidly growing world content market, there is the development of

technology by IT technologies as well as distribution technology. However, there are

disadvantages as well as advantages of these IT technologies, and various measures have

been attempted to overcome these disadvantages.

However, a small number of traditional media or agencies are at the center of enormous

wealth and rights holding the "risk" as a fundamental issue in the current ecosystem, in other

words; "rights" of content granted in exchange for a huge amount of investment and

distribution.

O Traditional Entertainment Ecosystem

Contents
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[Fig.1] Current Entertainment Ecosystem

Issues pointed out as weakening factors for hindering the market development are as

follows. .

1. Establish poor environment for the resources

2. Unfair contract concluded by content manufacturers and investors or non-

implementation of the contract

VO0.9.1EN
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3. Poor communication with customers
lllegal copy or distribution of contents

5. Non-payment of copyright fees due to an issue of illegal distribution and embezzlement of
distributors

These problems have created a 'centralized' ecosystem through a small number of large
agencies or Media, and this has resulted in an environment where even the most competent
producers are not given equal opportunities. This is because there is a 'risk’ requiring a great
deal of resources to create contents while depending on the competitive ecosystem of large
corporations without capability of dealing with such high 'risk'. In addition, Traditional Media
companies have confirmed the existence of the Individual Market due to the personal devices
that have been spread through IT technology innovation, and have produced many content
programs such as '‘American Idol' in the background of these social issues receiving much
attention from the society. At the same time, media in all over the world are producing similar
programs.

On the other hand, 'Blockchain' in the field of IT has recently caused a new resonance in
society. At the heart of Blockchain, there is the technological implication of the core function
in the name of decentralization, and this proves that the system itself can create 'trust’ rather
than 'centralized control’.

Finally, it is our intention to mention the most important elements in this environment.

The most important factor in the Entertainment & Contents market has been the 'customer’
or 'fans’ who enjoy and support these contents so far. However, there is no system centered
on the role of these 'fans' in any social system to date, and there are cases where some of the
fans are regarded as an illegal distributor in some of the 'centralized' societies.

This is an issue requiring us to re-consider if there has not been a system to lead correct fan’
activities in our society.

VO0.9.1EN -8- www.KUKY.io
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In addition, personal broadcasting through media such as Youtube, namely; the MCN
industry, is spreading throughout the society, making the activity area of the artists expand.
At the same time, the activities of the fans have been increasing through this one-person
media along with an increasing role of them. Fans act as the most important consumers of
their favorite artists, but they tend to become as new artists through the use of the works of
the artists, and these secondary works also contribute to the active promotion of the original
works of artists. In this phenomenon, there is something we need to pay attention to. There is
a need to consider whether all the resources created while fans enjoy their favorite contents
and voluntarily participate in advertisement have created an ecosystem to contribute to
activities producers and also fans who maintain close relationship with them.
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MARKET NEEDS

According to the problems in the Entertainment & Contents market mentioned above, it is
difficult to create a fair circulation ecosystem for anyone with a competent capacity due to
poor resource creation environment and illegal circulation of contents. However, through
Traditional Media, we were able to identify a number of competent entertainers through
traditional media, and were touched and enthusiastic about them with their capabilities and
reacted with them. Therefore, followings are what we identified to be needed in the current
market.

1. Create manufacturing resource environment that is equal to everyone
Fair system for the contract payment and implementation
Quantifying system to promote and cultivate activities of fans
Restrictive system on illegal distribution

CARE I

Protection of copyright

Based on these factors, there have recently been more attempts to change the market
through the Blockchain System based on securing 'reliability’.

Kuky Star is intended to use this blockchain technology to present a new ecosystem based on
trust' to both 'fan" and 'creator’.
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[Fig. 2] Blockchain entertainment ecosystem

[Fig. 2] Blockchain entertainment ecosystem
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The ERC20-based Kuky Star Blockchain is centered on converting all Entertainment &

Contents market activities into quantitative activities and using the resulting coins as a tool for

virtuous cycle in the market. This implies not only 'content creation activities' that have been

limited to the rights of content creators but also the activities of all direct and indirect

participants in the ecosystem such as 'fan activities' and contents derived from them.
The total amount of Kuky Star Coin issued is 1 billion based on the following system

configuration.
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1. SELECT TO PARTICIPATE IN THE ECOSYSTEM
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[ Fig 4. KUKY STAR PLATFORM ]

Creator: Disclose the content planning intent to be produced to the Kuky Star
Service Platform and start Crowd Funding within a certain period. At this time,
the creator informs the producing schedules, funding amount, and consumer
benefits from the amount and setup the grade accordingly.
Ex) Gradel: Readable in Private Channel / Grade2: Readable / Writable in
Private Channel / Grade3: Free of viewing the produced content.

Fans: Own a Private Account to sponsor the producer and enter the Private
Channel, and set the scope of activities according to the grade. At the same

time, they are entitled to participate in the rewards program for all activities
that occur after entering the Private Channel.

[ Fig 4. KUKY STAR PLATFORM ]
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2. PRIVATE CHANNEL

@ Private Channel

a5 > X & OB

Community Chatting Video Clip Share Photo Save

[ Fig 5. Private Channel ]

Only the creators and fans are eligible to enter the private channel, and the
fans are allowed to pay resources according to the production schedule. This
is implemented in the Service Platform to quantify the mining behavior, or
interaction, for Reward.

Quantify bi-directional communication between creators and fans or between
fans or specific activities as contributions. Communication or activities that are
not bi-directional are not considered with contributions

3. PUBLIC BLOCKCHAIN / PROOF-OF-STAKE

The Entertainment & Contents ecosystem based on Kuky Star Blockchain is
created by all creators and consumers, and everyone can participate in them.

Quantify the contribution by Interaction according to the rule set in the Client
and authenticate them in the system.

50% of the Kuky Star Coin, or 500 million coins, are considered to be mined
and distributed to Reward according to the contribution of all participants in
the ecosystem.

Reward is distributed according to the activity of the ecosystem participants
based on the rate set by the client, and the distribution rate and policy are
subject to the platform service policy in the future.

[ Fig 5. Private Channel ]
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[ Fig 6. Proof-of-Stake ]

4. CONTRIBUTOR CHECKING CLIENT

= Contribution serves as a role of quantifying interactions between participants
in the Kuky Star ecosystem into numerical values. (Example of behavior and
calculation method therefor)

* Quantification of contribution and interaction is defined by the Client, while
gradually recognizing the wider activities with update

» Abolition of abusing actions such as repetitive acts or repetitive acts with the
same person is automatically excluded from the Client.

* Example of interaction action
a. Sponsorship of creators

b. Communication between producers and consumers or consumers and

consumers

. Promote content among consumers and participate in ecosystem

[ Fig 6. Proof-of-Stake |
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5. SERVICE PLATFORM

* |tis a platform to provide and operate a platform that can disclose and share
information among ecosystem participants and actually participate in content
creation and consumption activities.

9:00 AM

KUKY STAR CARD - K pop

BLACK PINK

BLACK PINK

[ Fig 7. KUKY STAR MOBILE ]

6. NETWORK

* Notify all nodes of new transaction history (including compensation for
content purchase and interaction)

e All nodes record new transactions on the block

*  Send records of successful nodes to all nodes

[ Fig 7. KUKY STAR MOBILE ]
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7. REWARD

50% of the total 1 billion coins are compensated by activities of ecosystem
participants, in other words; mining activities.

« Contribution is quantified by interactions among contributors participating in
all ecosystems, including creators, and coins are distributed at a certain rate
among creators, platforms, and fans.

* Ratio is subject to according to specific conditions, but basically is jointly
owned or distributed as 10% for creators in the private channel: 10% for
Platform Service: 80% of the consumers.

* Therefore, the more creators interact with many fans, the more coins they
receive. At the same time, fans participating in the ecosystem are
compensated on all the activities sponsoring creators.

Investor
Ecosystem Contributor

@
80% K Fan Contents Consumer

10% m Artist Contents Creator

Contents Provider
Ecosystem Contributor

System Developer
Ecosystem Contributor

Service
o)
10% E Plarform

[ Fig 8. KUKY STAR REWARD ]

[ Fig 8. KUKY STAR REWARD ]
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8. COIN DISTRIBUTION

* The total issue volume of Kuky Coin is 1 billion, and it is used by the ratio
given below.

* 1% for KUKY STAR shareholder

* 1% for founder

* 1% for advisor

* 3% for employee ownership

* 5% for sales in Korea

*  15% for sales for Global

e 7% forICO

* 12% for provision

* 50% for KUKY STAR platform business and mining

m KUKY STAR shareholder
m Founder

m Advisor

m Employee ownership

m Sales in Korea

m Sales for Global

m|CO

= provision

12% 7% = KUKY STAR platform business and mining

[ Fig 9. KUKY STAR COIN Distribution ]

[ Fig 9. KUKY STAR COIN Distribution ]
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EXAMPLES OF APPLIED SERVICE

1. KUKY STAR CARD

e —
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[ Fig 10. KUKY STAR CARD ]

* Blockchain technology is applied on a photo of celebrities that the photo
becomes an asset as a registration certificate or membership.

[ Fig 3. KUKY STAR CARD ]
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2. KUKY STAR COMMUNITY

3811 olpiare 1 ol | P | SEATE | Larousge

IKUKY

X [omel sHmjAE 2018]

KUKY
sy

EES 12282 13 Hgcnag
712t 2018.11.13 ~ 2019.02.10 |

£yl UMY, BT, TR, U 2R WSS HER, AR reen

SaEE

As
b5
C

- SN [l SIIAL 2018]
4 sl Bt CEENAN 1 uuenan
[8.8,C 53] - R4 Elt A s o
BN 1

[A.,8 58] - Hoiloq @ RN du, F2 HHo2 Hol
- EAEE

L= - 2loj=#e : PEFAA, Y% or 57 o|2A

[ Fig 4 . KUKY STAR PLATFORM ]

*  Provide communicate with their own celebrities and interact with them in it

3. KUKY STAR CONTENTS

KUKY STAR
TGS
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[ Fig 7. KUKY STAR MOBILE ] [ Fig 11. KUKY STAR MEMBERSHIP ]

[ Fig 4. KUKY STAR PLATFORM ]
[ Fig 7. KUKY STAR MOBILE ]
[ Fig 11. KUKY STAR MEMBERSHIP |
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*  Premium membership

*  Crowd Funding / Sponsorship / Donation

» Ticket / coupon / fan meeting invitation ticket

* Unpublished pictorial / video / audio ticket voucher

* Planning service for producers & fans only

* Available to register various services through the service area at the bottom

» Verify all service usage authentication by Kuky Blockchain

4. KUKY STAR CONCERTS

18
e 1)
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[ Fig 12 . Peace Concert for denuclearization of the Korean Peninsula |

» Cultivate high quality contents from profit of Kuky Star

» Cultivate talents through donation for Kuky Star

[ Fig 12 . Peace Concert for denuclearization of the Korean Peninsula ]
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5. KUKY STAR GOODS

[ Fig 13 . KUKY STAR GOODS ]

*  Sell Kuky Star Goods
*  Produce and sponsor goods only for Artist & Fans

[ Fig 13 . KUKY STAR GOODS]
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CONCLUSION

Many creators in the world are still making an effort to present their work, and among them,
there are many of the talented creators. However, the only option as of now for a small
number of traditional media is to selectively adopt them. Kuky Star is intended to create a
new ecosystem that allows them to create fair opportunities for all the creators in the world
and participants, in other words; fans, who support and sponsor them through harmonization
and establish a new ecosystem to promote their activities. Since such an ecosystem shall not
be 'centralized' by a third party, it is our intention to build the ecosystem with Blockchain
technology exclusively owned by Kuky Star as a system that secures 'trust'.
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ROADMAP & DEVELOPMENT

STEP 01 : 2018. Nov

O

Release exclusive KUKY wallet (AQS / iOS) >

< Simple login, support OTP

Deposit/withdrawal of coins >

STEP 02 : 2019.1Q

O

< Open Beta, KUKY Star service platform

Sell performance and other content products > :

< Support fandom and community service

Support card exchange > :

< digital card

STEP 03 : 2019. 4Q

O

Advance the functions of KUY wallet >

< Support internal exchange

Add functions for swapping other coins
and transactions among coins

< Support ICO functions
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