Agenda of

Annual General Meeting of Shareholders

for the 19th Fiscal Year

Date: 
10:00 A.M. on Friday, March 17, 2006 (Korea Standard Time)
Place:
Lecture Hall of Human Resources Development Institute Center of KT&G Corporation located at 203-3, Pyeongchon-dong, Daedeok-gu, Daejeon
KT&G Corporation
Matters Requiring Resolution
I. Approval of Balance Sheet, Income Statement and Statement of Appropriation of Retained Earnings for the 19th Fiscal Year

II. Appointments of (Two) Independent Non-executive Directors
)
III. Appointments of (Four) Independent Non-executive Directors1) as Commissioners of the Audit Committee
IV. Approval of Cap on Remuneration of Directors

I. Agenda No. 1

Approval of Balance Sheet, Income Statement and Statement of Appropriation of Retained Earnings for the 19th Fiscal Year

Pursuant to Article 449 of the Korean Commercial Act and Article 41 of the Articles of Incorporation of the Company, the Financial Statements for the 19th Fiscal Year (2005. 1. 1 ~ 2005. 12. 31) are required to be approved
1. Balance Sheet

19th Fiscal Year: As of December 31, 2005
18th Fiscal Year: As of December 31, 2004

KT&G Corp. 


                                (Unit: million Won, %)

	
	19th Fiscal Year
	18th Fiscal Year
	Increase or Decrease

	
	
	
	Amount
	%

	1.  Current Assets

-          Quick Assets

-          Inventories
2.  Non-current Assets

-          Investment Assets

-          Tangible Assets

-          Intangible Assets


	2,032,898
907,107
1,125,791
1,931,515
692,363
1,236,695
2,457

	2,001,999

740,432

1,261,567

1,883,013

666,056

1,214,824

2,133


	30,899
166,675
∆135,776
48,502
26,307
21,871
324

	1.5
22.5
∆10.8
2.6
3.9
1.8
15.2


	Total Assets
	3,964,413
	3,885,012
	79,401
	2.0

	1.  Current Liabilities

2.  Long-term Liabilities
Total Liabilities

1.  Common stock

2.  Capital surplus

3.  Retained Earnings

4.  Capital Adjustment

Total Stockholders’ Equity

	301,061
215,312
516,373
954,959

300,043
2,519,322
∆326,284
3,448,040

	535,298

135,497
670,795
954,959

277,331

2,355,655

∆373,728
3,214,217

	∆234,237
79,815
∆154,422
0

22,712
 163,667
47,444
233,823

	∆43.8

58.9
∆23.0
0.00
8.2
6.9
∆12.7
7.3


	Total Liabilities and
Stockholders’ Equity
	3,964,413
	3,885,012
	79,401
	2.0


2. Income Statement

19th Fiscal Year: 2005. 1. 1. ~ 2005. 12. 31

18th Fiscal Year: 2004. 1. 1. ~ 2004. 12. 31
KT&G Corp.       


                       (Unit: million Won, %)

	
	19th Fiscal Year
	18th Fiscal Year
	Increase or Decrease

	
	
	
	Amount
	%

	1. Net Sales

2. Cost of Sales

3. Gross Profit

4. Selling General and Administrative  Expenses
	2,209,292
984,654
1,224,638
547,709
	2,653,385
1,105,231
1,548,154
526,578
	△444,093
△120,577
△323,516
21,131
	△16.7
△10.9
△20.9
4.0

	5. Operating Income
	676,929
	1,021,576
	△344,647
	△33.7

	6. Non-operating Income
	153,090
	169,715
	△16,625
	△9.8

	7. Non-operating Expenses
	121,185
	478,221
	△357,036
	△74.7

	8. Ordinary Income
	708,834
	713,070
	△4,236
	△0.6

	9. Extraordinary
Gain
	0
	0
	0
	-

	10.Extraordinary  

   Loss           
	0
	0
	0
	-

	11. Income Before Income Tax
	708,834
	713,070
	△4,236
	△0.6

	12. Income Taxes
	192,909
	240,770
	△47,861
	△19.9

	13. Net Income
	515,925
	472,300
	43,625
	9.2


3. Statement of Appropriation of Retained Earnings
19th Fiscal Year: 2005. 1. 1. ~ 2005. 12. 31.
18th Fiscal Year: 2004. 1. 1. ~ 2004. 12. 31.

Date of final decision of disposition: 2006. 3. 17.
Date of final decision of disposition: 2005. 3. 18.

KT&G Corp.                          

                  (Unit: million Won)

	
	19th Fiscal Year
	18th Fiscal Year

	
	Amount
	Amount

	1.  Retained earnings before appropriations

1)    Retained earnings carried from the previous fiscal year
2)   Retirement of treasury shares

3)    Net income for the Year
2.  Transfer from retained earnings

1)  Reserve for research and manpower development
2)  Reserve for overseas business losses

3)  Reserve for overseas market development

4)  Reserve for energy saving facilities
5)  Separate reserve
3.  Appropriations

1)    Dividends

(1)  Cash Dividends

Common stock 

    Current year: 1,700(34%)
Common stock 

     Previous year: 1,600 (32%)

2)   Reserve for research and manpower development
3)  Reserve for loss on disposition of treasury shares
4)  Separate reserve
4.   Retained earnings to be carried forward to next year
	3,811
∆114,999
515,925
6,269
0
249,703
249,703
158,000

	404,737
6,269
407,703
3,304
	230,219

∆412,160
472,300

12,038

10,320

237,260

237,260

45,000

26,646

	290,359

22,358

308,906

3,811


II. Agenda No. 2
Appointments of Independent Non-executive Directors
)
(II) Appointments of (Two) Independent Non-executive Directors1)
Pursuant to Article 191-16 of the Korean Securities and Exchange Act and Article 26, Paragraph (5) of the Articles of Incorporation of the Company, the Company intends to appoint (Two) Independent Non-executive Directors1) out of the following (Five) candidates :
	Name
	Date of Birth
	Nominator
	Term of Office
	Major Career

	An,

Yong
Chan
	Jan.
4, 1959
	Independent Non-executive Directors1) Nomination Committee
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	Permanent Member of Korea Chamber of Commerce & Industry
Steering Committee Member of the Federation of Korean Industries
July ‘95~Present : CEO of Aekyung Co. Ltd.


	Kim,

Byong

Kyun
	Oct. 22, 1946
	Independent Non-executive Directors1) Nomination Committee
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	Sep.‘98~Mar.‘01 : Chairman of Korea Technology Credit Guarantee Fund
Mar. ‘01~May ‘05 : CEO of Daehan Investment and Securities Co. Ltd.
Jan. ‘06~Present : A Counselor of Daehan Investment and Securities Co. Ltd.


	Warren

G.

Lichtenstein
	July.

21, 1965
	Proposed by Shareholders’ Proposal

(Steel Partners LP and Icahn Partners LP, etc.)
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	May. ‘01~Present : Chairman of the Board of United Industrial Corporation

June ‘05~Present : Director of BKF Capital Group Inc..

Currently : President, CEO and a director of Steel Partners Ltd.



	Howard

M.

Lorber
	Sept.  8, 1948
	Proposed by Shareholders’ Proposal

(Steel Partners LP and Icahn Partners LP, etc.)
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	‘84~Present : A shareholder and a registered representative of Aegis Capital Corp.

May. ‘91~Present : Director of United Capital Corp.

Currently : President, CEO and a director of Vector Group Ltd.



	Steven

Wolosky
	Nov.  9,
1955
	Proposed by Shareholders’ Proposal

(Steel Partners LP and Icahn Partners LP, etc.)
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	Currently : A member of the New York State Bar Association and the National Association of Corporate Directors; A Senior Partner with Olshan Grundman Frome Rosenzweig & Wolosky LLP




III. Agenda No. 3
Appointments of Independent Non-executive Directors
) as Commissioners of the Audit Committee
(III) Appointments of (Four) Independent Non-executive Directors1) as Commissioners of the Audit Committee
Pursuant to Article 191-17 of the Korean Securities and Exchange Act and Article 34-3 of the Articles of Incorporation of the Company, the Company intends to appoint (Four) Independent Non-executive Directors1) as Commissioners of the Audit Committee as follows :
	Name
	Date of Birth
	Nominator
	Term of Office
	Major Career

	Kim,

Jin

Hyun
	Jan.   2, 1936
	Independent
Non-executive Directors1) Nomination Committee
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	‘95~‘99 : President at University of Seoul
June ‘00~Mar. ‘01 : President of Munwha Ilbo
April ‘01~Present : Chief of Guest Researcher at Korea International Trade Association


	Lee,

Yoon
Jae
	Nov. 3, 1950
	Independent
Non-executive Directors1) Nomination Committee
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2009
	June ‘98~June ‘99 : A Secretary of Budgeting for the President’ s Chief Economic Advisor

Dec.‘99~July ‘03 : A Counselor at Law Firm, Kim & Chang
June‘01~Present : CEO of KorEI Co.


	Lee,

Chang
Woo
	Jan.   23, 1954
	Independent
Non-executive Directors
) Nomination Committee
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2008
	‘87~‘92 : Professor of School of Business at NYU
Jan.‘02~Jan. ‘05 : Deputy Dean of College of Business Administration at Seoul National University
‘92~Present : Professor of College of Business Administration at Seoul National University


	Soh,

Soon

Moo
	Mar. 23, 1951
	Independent
Non-executive Directors1) Nomination Committee
	The next day of ordinary general meeting of shareholders for 2006 ~
the closing date of ordinary general meeting of shareholders for 2007
	Mar. ‘93~Feb.‘98 : Researching Judge of Supreme Court of Korea

Mar. ‘98~Mar. ‘00 : Superintendent Judge at Seoul Central District Court
Mar. ‘00~Present : A Partner at Law Firm, Woo Yun Kang Jeong & Han.




IV. Agenda No. 4
Approval of Cap on Remuneration of Directors

Pursuant to Article 388 of the Korean Commercial Act and Article 30 of the Articles of Incorporation of the Company, we intend to obtain the approval of cap on remuneration to be paid to the President and Directors as follows.

	Cap on Remuneration

of Directors for FY2006

(Including Independent Non-executive Directors
))
	Cap on Remuneration

of Directors for FY2005
(Including Independent Non-executive Directors1))

	3,000 Million Won
	3,000 Million Won


※ Total of Remuneration for FY 2005 (Including the estimate amount of annual incentive of 2005 which will be paid around March of 2006)
- Independent Non-executive Directors1) (Incentive) : 497,156,000 Won
- Executive Directors (Salary and Incentive) : 1,526,366,000 Won
�)  According to Korean Securities and Exchange Act, an ‘Independent Non-executive Director’ is equivalent to an ‘Outside Director’


�)  According to Korean Securities and Exchange Act, an ‘Independent Non-executive Director’ is equivalent to an ‘Outside Director’


�)  According to Korean Securities and Exchange Act, an ‘Independent Non-executive Director’ is equivalent to an ‘Outside Director’
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