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Law to Amend Telecommunications
Business Law, NTT Law and Related
Laws Passed the Diet on June 15

Upon receipt of the First Report on Desirable Pro-competitive Policies in the Telecomt
munications Business Field for Promoting the IT Revolution compiled by Telecommunica-
tions Council, Ministry of Public Management, Home Affairs, Posts and Telecommunica-
tions submitted a bill to amend Telecommunications Business Law, NTT Law and relatec
laws to the Diet on April 10, 2001. The bill passed the Diet on June 15, and was promyl-
gated on June 22. The new law stipulates the following provisions as outlined below:

[.  Introduction of new asymmetric rier that possesses the Category|ll- equal treatment upon being entrusted
regulations designated telecommunications fa-  with various services) on telecom-

[I. Introduction of wholesale tele- cilities (mobile system) and thatis  munications carriers having special
communications service system designated by the Minister of Pul)-  relations therewith (designated among

[ll. Establishment of Telecommu- lic Management, Home Affairs parent companies, subsidiary com-
nications Business Dispute-settle Posts and Telecommunications ¢n  panies, and fellow subsidiaries by the
ment Commission account of the carrier’'s markdt  Minister of Public Management,

IV. Measures for ensuring the Rights- shares, the movement of its shafjes Home Affairs, Posts and Telecom-
of-Way (ROW) and other aspects.

V. Ensuring the provision of univer- | 3. Carriers falling under the preceding CONTENTS
sal service items 1) and 2) above, by clarifying

VI. Expansion of the business scopd three sets of prohibited behavior,[, Law to Amend Telecommunications )

of NTT East and NTT West namely, the abuse or provision 0f| Business Law, NTT Law and Related
VII. Relaxation of foreign capital own- proprietary information obtained from |  Laws Passed the Diet on June 15 --- 1
ership restriction of NTT and competitors through interconnectign| , "Study Group Concerning Policies for
other Issues for other purposes; unduly favorable| the Preparation of a Mobile Content
or unfavorable treatment of specific| Business Environment" Compiles a
[. Introduction of new asymmetric telecommunications carriers; angl,| Report 3
regulations undue compulsion or interventiof | « Advanced Use of PHS (Personal

1. In order to promote further competi-  upon other telecommunications cgr-|  Handyphone System) and Efficient Use of
tion in the Telecommunications Busj-  riers, manufacturers/suppliers of telp-| ~ Frequencies to Be Promoted -------------- 4
ness Field and eliminate anti-com- communication equipment or con- - g
petitive behavior of major telecom-  tent providers, effective measures(International Policy Division, )
munications carriers which are ag- (order to suspend/change behavigr) International Affairs Department,
sumed to have market power infa enabling quick correction of viola} |Ministry of Public Management, Home

. . h fwill be i d d und Affairs, Posts and Telecommunications
more transparent manner, fair com-  tion t ereof will be introduced under | 1.5 kasumigaseki 2-chome,
petition rules shall be strengthened. the revised laws. Chiyoda-ku, Tokyo 100-8926, Japan

2. Anti-competitive safeguards shall he4. Limited to telecommunications caf-

applied to the following two categg-  riers of item 1), the revised laws sgt

D
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ries of telecommunications carriers:  legal “firewall” restrictions (prohibi- Fax: +81-3-5253-5924
1) A Type | telecommunications caf-  tion of concurrency of board menj- | Tg|.: +81-3-5253-5920
rier that possesses the Category I- bers; ensuring equal treatment uppr Ve - O
designated telecommunications fa-  use of buildings/facilities and upoh . information Is avaiiabie at:
o . . . . . http://www.joho.soumu.go.jp/eng/
cilities (regional fixed system) provision of information necessary
2) A Type | telecommunications caf-  for interconnection; and ensuring \_ J
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munications). Effective measurgs
(non-penal fines or order of suspen-

sion/change of behavior) for rapidl|
correcting violation thereof and of-
dering carriers falling under item 1))

to annually report compliance therepf

will be established under the revised resentatives.
laws. 3) For conducting secretarial work, g
5. Formulating and changing tariffs, in- independent secretariat shall be
terconnection tariffs and facilities up under direct control of the com
sharing agreements of telecommpu- mission.
nications carriers falling under item 3. As choices of dispute settlement p
1) shall remain under the existing cedures for resolving various degr
approval system, but formulating and  of conflict, new procedures (medi
changing tariffs, interconnectiop tion/reconciliation) shall be esta
agreements and facilities sharing lished in addition to arbitration.
agreements among carriers excepd. The commission may recommend t
item 1) (current regulations remaiI) the Minister of Public Managemen
shall be relaxed from the approval Home Affairs, Posts and Teleco
process to the notification process munications take necessary acti
6. A Type | telecommunications carrigr  including improving competition

that possesses the Category Il-desgig-

nated telecommunications facilitigs
(mobile system) shall be obliged {o
establish, notify and disclose their
interconnection tariffs.

[I. Introduction of wholesale telecom-
munications service system

In order to improve effective use of
fiber-optic networks of local govern
ments, public utilities and other en
ties and improve network flexibility
of telecommunications carriers, reg
latory frameworks which enable flex
ible provision of wholesale telecon
munications services through ind
vidual contracts among business

1.

shall be introduced. V. Ensuring the provision of universal
2. All wholesale contracts shall suffice  service
under the notification system. 1. For ensuring the provision of unive
sal service (prescribed by the app
[ll. Establishment of Telecommunica- cable ordinance of the Ministry
tions Business Dispute-settlemen Public Management, Home Affairs
Commission Posts and Telecommunications),
1. A new administrative system for di$-  new system (Universal Service Fun
pute settlement shall be introduced|to  shall be introduced where telecon
ensure quick and effective dispute  munications carriers are required

resolution among telecommunica-

tions carriers.

Outline of the Telecommunicatiory

Business Dispute-settlement Co

mission

1) Dispute settlement organization i
dependent of the section in char

S

1

of permissions and authorizations those carriers.

shall be established based upon Ar- 2) ETCs may receive universal servi

ticle 8 of the National Governmerjt supports as a part of financial cor

Organization Law. pensation for the cost of univers
2) The commission shall comprise service provision.

five members (a maximum of 2 gf 3) In order to provide for the univer

J_

S

n- 1) Under the new system, telecomm|

je

them shall be full-time members
appointed by the Minister of Pub
lic Management, Home Affairs
Posts and Telecommunication

with the consent of the House ¢f

Councilors and the Houses of Re

)

S

p_

n3
set

ness field.

IV. Measures for ensuring the Rights-
of-Way (ROW)
The measures to be taken include
tablishing dispute settlement proc
dures for ROW conducted by the Tel

communications Business Disputé¢

settlement Commission and establishi
coordination procedures betwee
MPHPT and agencies involved in th
use of public land such as roads, lea
ing to smooth and quick use of utilit
poles, ducts, conduits and the like
telecommunications carriers.

shoulder the fair cost burden.
Designation of Eligible Telecommy
nications Carriers (ETCs)

2.

nications carriers providing univer
sal service may be designated
ETCs followed by application o

rules in the telecommunications busi
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VII.

2.

sal service support, telecommunica-
tions carriers interconnecting with
ETCs’ facilities for providing uni-
versal service shall be required to
shoulder reasonable contributions
for the provision of universal ser-
vice.
. Designation of Universal Service
Support Institution
1) A non-profit organization shall be
designated as Universal Service
Support Institution, which is envis-
aged to conduct activities such as
providing universal service support
to ETCs as well as collecting con-
tributions from other telecommu-
nications carriers.
Providing universal service support
and collecting contributions by the
Universal Service Support Institu-
tion requires authorization from the
Minister of Public Management,
Home Affairs, Posts and Telecom-
munications.

VI. Expansion of the business scope of

NTT East and NTT West

NTT East and NTT West shall be
allowed to conduct new telecommu-
nications services (so-called “utiliza-
tion service”) utilizing equipment,
technology and/or personnel the com-
panies possess for conducting regional
telecommunications services by ob-
taining authorization from the Minis-
ter of Public Management, Home
Affairs, Posts and Telecommunica-
tions under two conditions mentioned
below.
Clearly stipulated as two conditions
for the authorization are: i) no possi-
bility of existence of obstructions for
ensuring smooth operations of the
regional companies’ existing services
and ii) no possiblity of existence of
obstructions for ensuring fair compe-
tition of telecommunication business.

Relaxation of foreign capital own-
ership restriction on NTT and
other issues

. Foreign capital ownership restrictions
on NTT holding company shall be
relaxed from less than 20% to less
than 1/3.

Special measure shall be introduced
for allowing the NTT holding com-
pany to issue new shares by notifica-
tion until the number of the company’s
shares reaches a certain level speci-
fied in the applicable ministerial or-
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dinance of MPHPT for a period d
time.
. The authorization system for the NT|
holding company for sales of NT]
Communications Corp. shares he
by the holding company shall be abd
ished.

f VIII.
1.

T
:

Id
|-

Miscellaneous
Along with the series of regulator
reforms above, the Telecommunic
tions Business Law shall add “pro-
motion of fair competition in the fielg

of telecommunications business”
its purposes.

In the supplementary provisions
the amended law, comprehensive

>

e_

view of regulatory frameworks con-

cerning telecommunications shall be
provided, taking into account the

progress of Internet technology, con-
vergence of communications and
broadcasting, the situation of the en-
forcement of the revised laws and
other matters.

“Study Group Concerning Policies
for the Preparation of a Mobile
Content Business Environment”
Compiles a Report

With the rapid growth in the use of Internet access services using mobile telephones, the lack of specific
rules for regulating content and transactions from mobile terminals is noticeably emerging. Against these
backdrops, the Ministry of Posts and Telecommunications (now MPHPT) had, since November 2000, been
holding a “Study Group Concerning Policies for the Preparation of a Mobile Content Business Environment”
(Chair: Prof. Yasuo WSEBE, Graduate School of Law and Politics, the University of Tokyo) in order to foster

the mobile content business.

The group has been conducting stydevaluation system are as follows:
s1) Independence of the evaluation sy

ies on i) the current status of content
tribution over mobile communication

networks, ii) a mobile content businegs
environment necessary for fostering the sites equitably and explicitly.
mobile content business, iii) roles of the2) Fairness and transparency shall

g
De

private and public sectors in prepari
the environment, and iv) issues to
solved.

After a series of deliberations, th

1. Targets of the evaluation system

1) Facilitate development of content ap-
plications for individual and corpof

rate users under fair competitio
through expansion of the scope
user ID setting, offered exclusivel
by telecommunications carriers.

2) Facilitate configuration of develog
ment cost recovery models for su
porting high-quality content applica
tions.

3) Prepare an environment where p
sonal information would be ad
equately and effectively utilized in
well-balanced manner between “pr

mation.
4) Check socially unfavorable informa
tion distribution.
2. Pillars of the evaluation system

L

Pillars for effectively employing the

e
group compiled its findings as a repoi.

p-1) It is necessary that a provider who g

D-2) Where a corporation connects ug
tection” and “use” of personal infort

tem from the administration is nece
sary for evaluating content and we

ensured in rule making and change

rules.

3) Third-party examination and auditin
shall be introduced to ensure effe
tive observance of rules.

4) An incentive mechanism shall be i

corporated into the evaluation sy

tem, under which online content pr

3. Release of user IDs
Rules for user IDs are as follows:

released user IDs shall satisfy a se
rity requirement set by the provide
according to an operation guidelir
for dealing with personal proprietar
information of users.

accesses to the corporation’s da
base, a user ID would become a stra
tool for identifying the user. Thusg
more stringent handling shall be r
quired for providing the corporatio

bd.
of
1)

n viders (OCPs) would willingly beg
of  examined and audited (even if they
y  have to shoulder the costs).

re
CU-

< D =

er
a-

with user IDs. On the other han

3
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where a corporation without a data-
base utilizes user IDs only for “count-
ing” to charge and management of
“session,” simplified examination and
audit shall suffice in meeting the rules.
Content-fee billing commission ser-
vice*

Responsibilities accompanying the
content-fee billing commission ser-
vice shall be clarified among service
providers involved. Accordingly, the
rules concerning the content-fee bill-
ing commission service shall be for-
mulated in response to social con-
cerns about harmful content. Thus,
the evaluation system shall be de-
cided upon taking into consideration
the nature of responsibilities accom-
panying the content-fee billing com-
mission service.

Note: Content-fee billing commission ser-
vice: A billing system (mobile or
other Type |) telecommunications
carriers offer online content provid-
ers (OCPs), through which goods
(including information goods) and
services are ordered over IP (or
mobile) networks. Amounts of pay-
ment for the goods and services are
included in telephone [or mobile
phone] bills. OCPs are indirectly
paid from telecommunications car-
riers after deduction of commission.
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2) In consideration of the content-fé
billing commission service, conter
itself shall be selected carefully i
light of social order. Rules are to
introduced for excluding delict, harm
ful content counter to public policy
unfavorable influence on minors, et]

3) In addition to rules governing conter
rules ensuring eligibility of OCPs sha
be established. In other words, t
rules shall ensure stable managem
foundation of OCPs, exclude antis
cial groups, etc.

e sion service not to foster any illeg
t  and antisocial transactions.

N 5. Basic design of the evaluation sys}

e tem

, earliest possible stage

C.1) The evaluation system concerning u
t,
Il sion service is urged to be set up.
ne this end, it is important to draw up
ent  blueprint of the evaluation syste
D-  within FY2001.

Measures for starting the service at t

IDs and content-fee billing commis

=

he

el

o
a

2) At the beginning, the evaluation syp-

4) Sufficient consideration shall be p
for the content-fee billing commis

d

tem will be operated for evaluatin

user IDs and content-fee billing conn-

mission service, then the system will

be gradually, in two steps, expanded
into the final stage, with one eye

toward utilization of this system as

reasonable safeguards for protecting
proprietary information in the near

future.

- 3) The final model of the evaluation

system shall be, based on public opin-
ions in response to the report com-
piled by this study group, decided
upon at a forum for establishing a
“commission.”

Advanced Use of PHS (Personal
Handyphone System) and Efficient

Use of Frequencies to Be Promoted
-- Technical Requirements for Radio Facilities --

On June 25, 2001, MPHPT receivédinformation and communications tools Accordingly, introduction of new tech-

a report on “Technical Requirements f
Radio Facilities Necessary for Advanc
ment of PHS Coexisting with IMTH
2000” from the Telecommunication
Council (Chair: Mr. Yoshihisa
AKIYAMA , Chairman, Kansai Electri
Power Co., Inc.) .

[Backdrops of the Report]

Since the inauguration of PHS servi
in 1995, PHS have penetrated mair
into urban areas as simple and lo
priced mobile communications mean

ogy Council (July 1998), the quality

and level of convenience were improv
for PHS, resulting in increased da

lynet access.

now the systems, in parallel with celltr-access, as a result, data communicati

lar telephone systems, are very populawill lead to a sustainable traffic growth

Table Outline of technical requirements for advanced PHS

cecommunications traffic mainly for Inter

v- Use of PHS are thought to have €
s;panded as a means for mobile Intern

prclosely involved in national daily lives| nology, etc. toward further advancement
-|n response to a report “Measures fprof PHS service are needed to be studied
Introducing Technology Contributing to¢ for properly meeting various and en-

s Promotion of Advanced Use of PHS” hancing user demands. In addition, be-
from the Telecommunications Technal-cause frequencies allocated for PHS are

adjacent to those for the third-generation

speech upon moving and indoors, efc(3G) mobile communications systems

d(IMT-2000), in advancing PHS , mea-

asures for reducing interference are taken
into consideration.

x{Outline of Advancement]

et Technical requirements compiled this
prigme for advancement of PHS, based on
. a study into various measures for the ad-

Advanced PHS

Existing PHS

Modulation methods

Frequency bandwidth
Improvement of roll-off rate
Slot configuration

Packet communications
Error correction codes

Terminal-to-terminal communications

Path division multiple access (PDMA)

BPSK, Tt/4 shift QPSK, QPSK, 8PSK
12QAM, 16QAM, 24QAM, 32QAM (Adaptive
modulation methods)

288 kHz, 884 kHz

0.38, 0.5

Efficient slot configuration

Dormant function

Introduction of error correction codes

Abolition of communications time limitation

Introduction of PDMA

TU/4 shift QPSK

288 kHz
0.5

Communications time: 180 sec.
Number of slots: 2
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vancement of PHS coexisting with IMT-  Coexistence with IMT-2000 will bg nels for reducing guard bands currently
2000, will enable high-speed data trarsrealized through introduction of a filter in existence for IMT-2000 bands.
mission up to 1 Mbps.See Table on| for reducing adjacent carrier interferente MPHPT will, based on the report,
page 4) and gradual shift of PHS control chah-amend relevant ministerial ordinances.

Fig. 1 Introduction of the chnology for advanced PHS

Technical requirements compiled this time for advancement of PHS, based on a study into various measures for the advancement of PHS
coexisting with IMT-2000, will enable high-speed data transmission up to 1 Mbit/s through various combinations of those measures. (See
examples.)

Adoption of 16QAM: 2 times faster
Carrier frequency bands multiplied by 3, 3 times faster
and improvement of the roll-off rate:

- Number of slots per frame to 4: 2 times faster
- Efficient slot configuration: 1.2 times faster
Total: 16 times faster

Note: Existing PHS (64 kbps) = 1

Modulation n/4 shift
methods ‘ BPSK ‘ QPSK ‘ 8PSK ‘ 16QAM
Communications ensured Communications
reception environment a good reception
Ratio of dat environment
atio of data 05 : 1 .15 : 2

transmission volume

Change modulation
methods according to
reception environment

=

Reception
environment: Poor

E,

High-speed data:
up to 1Mbps

Reception
environment: Good

Fig. 2 Introduction of thechnology for coexistence of advanced PHS with IMT-2000

Dat:a«:“
128kbps

Coexistence with IMT-2000 will be realized through introduction of a filter for reducing adjacent carrier interference and
gradual shift of the PHS control channel for eliminating the guard band currently close to IMT-2000 bands.

Eliminate the guard band, by setting a new control channel and introducing a filter for eliminating adjacent carrier

interference. m
4 A N7 A A
1893.5 1919.6
1 I N
1920 1940 1960 1980

Set a new control channel, in addition to the
existing channel, and gradually shift to the new
control channel.

]

1893.5 1919.6

1920 1940 1960 1980

| Introduce a filter for reducing adjacent carrier interference. |
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