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Report on “Interconnection Rules in
the IT Age” Released

Since February 2002, MPHPT has been holding the “ Study Group on Interconnection Rulesin the IT Age”
(Chair: Prof. SAKAI Yoshinori, Graduate School of Science and Engineering, Tokyo Institute of Technology)
in order to deliberate upon the opening-up of Operations Support Systems (OSSs) and the relationship between
interconnection charges and user charges. After a series of meetings, the study group has compiled its out-

comes as a report.

[Stepsin the past]

In line with the “Second Report on
Desirable Pro-Competitive Policies in
the Telecommunications Business Field
for Promoting the IT Revolution,” stat-
ing that a study group shall be estab-
lished to investigate the opening up of
OSSs and the approach to proper rela-
tions between user charges and intercon-
nection charges (released by the Tele-
communications Council on February
13, 2002), the number of meetings of the
study group totaled to seven since its
first meeting held on February 21, 2002.

So as to ensure transparency of its de-
liberation process, in June 2002,
MPHPT made a draft report of the study
group open for perusal upon inviting
public comments. Thisreport was com-
piled while paying due respect to such
public comments.

[Outline of the report]
I. Opening up of OSSs

1. Mattersrelated to OSSs
With regard to DSL services, OSSs
with higher necessity to be opened are
asfollows:
1) Automatic notification systemfor the
conformity confirmation result
Where confirmation of conformity is
available through automatic matching, it
is adequate to shorten the time period for
reply through introduction of an auto-
matic notification system for the confor-

mity confirmation result.

Where confirmation of conformity is
not available through automatic match-
ing, it is adequate to shorten the time
period for reply through introduction of
afunction to automatically add informa:
tion on some services (which cannot be
shared; such as off-talk communications,
signal monitoring, etc.) to the notifica-
tion of the conformity confirmation re-
sult.

2) Automatic disclosure of subscriber’s
names

In cases where a subscriber’s name
does not match the name of principal, it
is appropriate for NTT East and NTT
West to reply by attaching the correct
name of said subscriber thereto, so that
interconnecting carriers can directly
verify identity of said subscriber.

However, in light of protection of pro-
prietary information, NTT East and NTT
West shall be required to set forth pro-
visions in their tariffs that information
on contractor’s names of telephone ser-
vices may be disclosed to interconnect-
ing carriers and to conduct public aware-
ness campaigns thereon. (In this case,
NTT East and NTT West shall ensure
methods for not disclose information on
users who explicitly state their will.)

2. Mattersrelated to optical services
With regard to optical services, OSSs

with higher necessity to be opened are

asfollows:

1) Disclosure of detailed information

on the schedule of additional interof-
fice transmission optical line facili-
ties construction
When expansion plans of optical line
facilities become clear, it is appropriate
that such plans be disclosed with de-
tailed schedules containing data on the
month and the year.
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2) Disclosureof information onthenum-
ber of interoffice transmission opti-
cal circuits to be interconnected in
waiting lists

Because such information is useful in
responding to users when said usersin-
quired rule-of-thumb dates when circuits
arein operation, it is appropriate to dis-
close the information.

3) Disclosure of information on a spe-
cific plan such as floor expansion of
buildings

With regard to vacancy information on
collocation, in addition to information
disclosure on the Internet at present,
when floor expansion of switch rooms,
etc. isunderway, it is appropriate to dis-
close information thereon.

4) Disclosure of information on esti-
mated due completion dates for con-
struction work of optical subscriber
local loop

NTT East shall construct an intracom-
pany OSS that provides estimated due
completion dates for construction work
of optical subscriber local loop within
designated buildings, areas, etc. for in-
quiry. Thus, it is appropriate that
equivalent information to such data shall
be disclosed to interconnecting carriers;
however, NTT West is, in response to
each inquiry from interconnecting car-
riers, making available the results of on-
site investigations.

5) Disclosureof information on progress
of construction work of optical sub-
scriber local loop

It is appropriate that NTT East and

NTT West shall disclose information
under control. (Specific matters of in-
formation to be disclosed are to be de-
cided through continuous negotiations
between NTT East/NTT West and inter-
connecting carriers.)

3. Underlying basisfor cost sharing
Upon opening up of OSSs, the under-
lying basisfor cost sharing is asfollows:
1) Principles
The beneficiary-payment principle
shall be applied to carriers including

NTT East and NTT.
2) Calculation methodsfor devel opment
costs, etc.

Upon construction of systems for
opening up OSSs, it is appropriate that
NTT East and NTT shall disclose infor-
mation on methods for selecting system
developers and for calculating develop-
ment costs, etc. to relevant parties.

[Price squeeze]

I1. Desirablerelations between inter-
connection charges and end user
fees

1. Casestudiesin foreign countries

1) Imputationrulesinthe U.S.

Theimputation rules stipul ate that that
total charges per basket of unbundled
network elements shall not exceed the
service charges as provided through use
of the basket of unbundled network ele-
ments in question.

2) Stack testsinthe U.K.

Oftel (the Office of Telecommunica-
tion of the U.K.) imposes ex-ante non-
discrimination tests, stack tests, on BT
(British Telecommunication plc) for
avoiding hindrance of competition by
setting a predatory pricing toward oppo-
nent carriers.

-- New tariffs> 1. retail costs + 2. in-
terconnection charges —

2. Deliberations at the study group
1) Necessity of verification

With regard to interconnection
charges, at present, the costs for inter-
connection are calculated by actual cost
methods based on interconnection ac-
counting results and a long-run incre-
mental cost (LRIC) method based on an
LRIC model. The actual cost methods
are based, however, many different
methods of calculation, for example, cal-
culation from accounting results of the
previous business year, calculation
through forecasts of demands and costs
during a given period of timein the fu-
ture, etc. Furthermore, upon calculation
of costs, the cost is allocated in accor-

dance with accounting assumptions or
premises.

Asshown above, thereisno singlejust
method for reasonably calculating the
costs. Thus, it is recommendable that
verification from various viewpoints
would lead to fairer methods for calcu-
|ating interconnection charges.

2) Object services

It is appropriate that verification shall
be conducted in accordance with an or-
der of priority based on analysis by mar-
ket on progress of competition and pos-
sibility of unfair price setting. Accord-
ingly, it is appropriate that object ser-
vices of verification upon authorization
of interconnection charges include, in
particular, Internet-related services such
as DSL services, etc. among leased and
data services.

3) Unit to be verified

It is appropriate that NTT East and
NTT West shall continue to conduct
verificationsto date. Asfor verifications
upon authorization of interconnection
charges in the days ahead, those verifi-
cations shall be conducted in line with
more detailed service-by-service units.
4) Timing of verification

In order to make cost calculation
fairer, it is appropriate that, upon autho-
rization of interconnection charges, veri-
fications on relationships with end-user
fees shall be conducted.

5) Methods for verification

It is appropriate that verifications on
whether operating costsof NTT East and
NTT West are appropriate shall be con-
ducted on a service-by-service basis.

6) Assessment for verification results

When implementing verifications,
there is a need to consider the status of
price competition in the market in ques-
tion and trends in market shares. Upon
compensating for variation in the veri-
fication, it is not arealistic idea to im-
pose an obligation to raise end-user
charges that directly affect consumers.
Thus, it is appropriate that interconnec-
tion charges shall, in principle, be low-
ered.
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Interim Report from the “Study Group
Concerning Satellite Broadcasting”

On July 19, 2002, an interim report
was compiled at the sixth meeting of the
“Study Group Concerning Satellite
Broadcasting” (Chair: Mr. TAGAYA
Kazuteru, Vice-President for Education,
Chiba University) that was established
in March 2002 for deliberating on future
directions of satellite broadcasting as
well as how to diffuse satellite broad-
casting servicesin theimmediate future.
Upon reception of the interim report,
MPHPT released this report to the pub-
lic. The study group will continue to
study related matters based upon the in-
terim report, then compile itsfindings as
afinal report in around December 2002.

In this interim report, the following
four points are compiled taking into con-
sideration new circumstances surround-
ing Japan’ s satellite broadcasting that are

Released

brought about by the commencement of

BS (broadcasting satellite) digital broad-

casting and the 110 degrees east longi-

tude CSdigital broadcasting, and the en-
forcement of the Law Concerning

Broadcast on Telecommunications Ser-

vice:

i) Statusof satellitebroadcasting asmass
media and the direction of its devel-
opment;

ii) Desirable promotion methods of sat-
ellite broadcasting as awhole;

iii) Desirable promotion methods of BS
digital broadcasting; and

iv) Desirable promotion methods of CS
digital broadcasting.

For details refer to the Japanese web
Site:
http://www.soumu.go.jp/s-news/2002/
020719_2.html

Interim Report of the “Study Group
Concerning Satellite Broadcasting”
(Summary)

1. Status of satellite broadcasting as
mass media and the direction of its
development

i) Statusof satellitebroadcasting asmass
media: Satellite broadcasting has dif-
ferent roles from those of terrestrial
broadcasting to some extent. Itsrela-
tionship with cable TV includestie-
ups and competition simultaneously.
Satellite broadcasting and broadband
media can yield synergy.

ii) Status of each satellite broadcasting:
It is necessary to widen the scope of
regulatory frameworks for facilitat-
ing operations of satellite broadcast-
ing. Integrated tuners for receiving
both the 110 degrees east longitude
CS digital broadcasting/BS digital
broadcasting shall be classified as
one category.

Direction of its development: Com-
mon recognition that all broadcasting
media will, basically, be digitalized
was established. The most essential
task isto diffuse digital broadcasting

in the field of satellite broadcasting.

2. Desirable promotion methods of
satellite broadcasting as a whole

i) Desirable methodsfor providing ser-
vices: The most basic service isto
provide acceptable service for view-
erdlisteners. Tothisend, itisvital to
air high-quality content, etc. and
smoothly offer new services.

ii) Desirable receivers and reception
environment: It is essential to lower
receiver/tuner prices and receivers/
tuners contributing to diffusion of
digital broadcasting. Furthermore, a
reception environment surrounding
condominiums, etc. shall be im-
proved.

iii) Desirable public relations activities
for viewerg/listeners: It isanticipated
that each broadcasters will make its
compliance program public and rel-
evant organizations shall provide
viewers/listeners with correct and
adequate information, etc.

iv) Desirable satellite operations: So as

3

to operate satellites on a stable basis,
itisnecessary to study desirable back-
up systems, etc. concerning the 110
degrees east longitude CS digital
broadcasting.

v) Desirable methodsfor providing con-

tent: It is effective to utilize killer
content, etc. It isalso advisable that
acopyright protection system be in-
troduced through methods for copy
control, etc.
Other tasks: It is vital to cope with
crosscutting problems in response to
environmental issues, an ongoing
aging society and internationaliza-
tion.

3. Dedirablepromotion methodsof BS
digital broadcasting

i) Assessment on the progress of diffu-
sion and desirable methods thereof
hereafter: Thereisaneed to improve
servicesincluding content, lower re-
ceiver/tuner prices and promote
awareness campaigns. Furthermore,
showing incomparabl e advantages of
the Hi-Vision broadcasting is needed.
It is vital for stakeholders to take
coordinated measuresfor raising pub-
lic awareness.

ii) Desirable BS analog broadcasting in
the future: With regard to the desir-
able termination of BS anal og broad-
casting and trends in the sense of
viewerg/listeners, it isvital that, tak-
ing into consideration the desirable
future satellite broadcasting as a
whole, after obtaining a conclusion
based upon deliberationsthereon, the
Japanese nationals shall be informed
of relevant measures to be taken.

iii) Desirable principle of excluding mul-
tiple ownership of mass mediain the
future: Relaxation of the principle of
excluding multiple ownership of mass
media shall be taken into consider-
ation in order to prepare an environ-
ment under which killer and popular
content can be provided.

Desirable provisioning of services:
The transmission capacity shall be
changed flexibly according to for-
mats and content of broadcast pro-
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gramming, so that advantages of digi-
tal broadcasting can be utilize to the
fullest while combined and multifac-
eted services can be provided.

4. Desirablepromotion methodsof CS
digital broadcasting

i) Assessment on the progress of diffu-
sion and desirable methods thereof
hereafter: It is necessary to elabo-
rately meet needs of viewers/listen-
ers, improve/increase diversified
broadcast programming incorporat-
ing advantages of digital broadcast-

ing and enhance picture quality
through use of broadband suitablefor
each broadcast program. In addition,
it isessential to promote diffusion of
the 110 degrees east longitude CS
satellite broadcasting and expand the
paid video distribution market as a
whole.

ii) Desirable provisioning of services:
Services utilizing advantages of digi-
tal broadcasting asfar as possible are
anticipated to be operational, thus,
with respect to the 110 degrees east

longitude CS satellite broadcasting,
the flexible review of regulatory
frameworks is recommended.
Desirable business operationsin CS
digital broadcasting: It is necessary
for each broadcaster to deliberate on
their roles to play including opera-
tions of platforms. In addition, col-
laboration and cooperation among
relevant broadcasters shall be con-
sidered.

“*Study Group on Network-human
Interface” Compiles Report

Human-network Inter-relationship -- Toward Prodigiously User-
friendly, Highly Satisfactory and Exciting Networked Society

With the advent of a society wherein-
formation and communications networks
surrounding people are expanding and I T
is used by anyone anywhere at anytime,
there is a need for viewpoints concern-
ing what kind of information and com-
munications networks are required by
consumers.

To this end, MPHPT has been hold-
ing the “ Study Group on Network-hu-
man Interface” (Chair: Prof.
HARASHIMA Hiroshi, Interfaculty Initia-
tive in Information Studies and Gradu-
ate School of Interdisciplinary Informa-
tion Studies, the University of Tokyo)
since March 2002 in order to study the
desirable next-generation “ network-hu-
man interface” which enables people to
enjoy the benefits of IT. The study
group compiled its outcomes as a report.

Taking into consideration future us-
age/images of information and commu-
nications networks based on the view-
points above, this report sees objectives
and functions of network-human inter-
face as:

* Realization of free and comfortable
daily-lives supported by information
and communi cations networks (real -
ization of a networked society in
which ordinary people can enjoy the
benefits of easy-to-use networks);

» Free from surrounding dangers and
anxieties (realization of anetworked
society in which anyone can enjoy
the benefits of networkswithout fear);
and

» Creation of new ways of enjoyment
through information and communi-
cations networks (realization of a

networked society in which every-
body can enjoy the benefits of excit-
ing networks).

The report proposes promotion mea-
sures, including interdisciplinary R&D
on network-human interface by gather-
ing expertsin diversified fields and veri-
fication experiments with public in-
volvement (in particular the residents),
toward the realization of network-human
interfaces.

MPHPT will, paying due respect to the
report, promote measures for realizing
the advanced information and telecom-
munications network society at an early
stage, under which the Japanese nation-
als can fully enjoy the benefits of IT in
atrue sense.

Results of the Second Meeting of “China-Japan-
Republic of Korea ICT Working Group at DG
Level” and “Japan-China Policy Dialogue on
Regulations and Pro-Competitive Policies”

I. Second Meeting of “ China-Japan-
Republic of Korea ICT Working
Group at DG Level”

This ICT Working Group was estab-

lished in response to a proposal made by
Mr. Zhu Rongji, Premier of the State
Council of the PRC at the ASEAN+3
Summit Meeting held in November

4

2000. Its first meeting was held in
Okayama Prefecture, Japan in Septem-
ber 2001. This time, the second meet-
ing of the group, was held in Kunming,
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China, for two days from July 23 to 24,
2002, with participation of representa-
tives from Japanese government, the
Communications Research Laboratory,
telecommunications carriers and com-
muni cations equipment manufacturers.
The outline of the meeting is as fol-
lows:
1. Participants (gover nment officials)
Japan: (MPHPT) Mr. NABEKUARA
Shinichi, Director-General, Telecommu-
nications Bureau; Mr. TANAKA, Direc-
tor, International Cooperation Division;
Mr. FURUICHI, Senior Advisor, Tele-
communications Policy Division; and
others
(METI) Mr. YOSHIKAI, Deputy Direc-
tor-General, Commerce and Information
Policy Bureau; and others
(MOFA) Regional Policy Division,
Asian and Oceanian Affairs Bureau
China: Ministry of Information Indus-
try (MI1): Mr. Qu, Deputy Director-Gen-
eral, Department of Foreign Affairs, Mr.
Chen, Deputy Director-General, Tele-
communications Administration Bureau;
and others
Korea: Ministry of Information and
Communication of Korea (MIC): Mr.
Y ang, Director-General, International
Cooperation; Mr. Jeong, Director, Mo-
bile Telecom Export Assistance Team;
and others
2. Mattersdiscussed
The Japanese, Chinese and Korean
sides introduced their policies and ex-
changed opinions on the following mat-
ters:
i) Regulatory policies
ii) Foreign investment control
iii) e-commerce/e-government
iv) The next-generation Internet (1Pv6)
and broadband I nternet
v) Thethird-generation mobile commu-
nications (3G)

vi) Information and network security
vii)Support for eeASEAN Initiative
Based upon deliberations at the opin-
ion exchange session, the three countries
agreed to proceed with concrete trilateral
cooperation by setting up the following
five sub-groups under the ICT Working
Group:
i) Regulatory policies
i) The next-generation Internet (1Pv6)
and broadband I nternet
iii) Thethird-generation mobile commu-
nications (3G)
iv) Information and network security
v) Support for eeASEAN Initiative
Then, the three delegates recognized
that concerted efforts to hold a China-
Japan-Republic of Korea information
and telecommunications ministers
meeting be made.
3. Futureschedule
From now on, the three decided to i)
appoint a liaison officer for each sub-
group from the three countries, ii) pro-
mote cooperative activities, and iii) re-
port the results of i) and ii) to the next
ICT Working Group.
4. Next ICT Working Group
An agreement was reached to hold the
third ICT Working Group in the Re-
public of Koreain 2003.

I1. Japan-China Telecommunications
Poalicy Dialogueon Regulationsand
Pro-CompetitivePolicies(Director -
General Level)

In line with the “Japan-China ICT
partnership” as concluded at the Japan-
China ICT Ministers’ meeting held in
January 2002, following the Japan-China
Telecommunications Policy Dialogue by
visits of officials of the Chinese Minis-
try of Information Industry (MI1) in
March and May 2002, the Policy Dia-
logue at Director-Genera level was held

on July 25, 2002, in Beijing, Chinain
order to promote cooperation in the field
of regulations and pro-competitive poli-
cies.

1. Participants

Japan: (MPHPT) Mr. NABEKURA
Shinichi, Director-General, Telecommu-
nications Bureau; Mr. TANAKA, Direc-
tor, International Cooperation Division;
Mr. FURUICHI, Senior Advisor, Tele-
communications Policy Division; and
others

China: Ministry of Information Indus-
try (MI1): Mr. Qu, Deputy Director-Gen-
eral, Department of Foreign Affairs;, Mr.
So, Director-General, Telecommunica-
tions Administration Bureau; and others
2. Mattersdiscussed

The Japanese and Chinese sidesintro-
duced their pro-competitive policies and
exchanged opinions. The Japanese side
explained the draft report of the Tele-
communications Council containing the
review of business classifications as new
efforts. The Chinese side introduced
pro-competitive policies taken after the
break-up of China Telecom, support
measures for telecommunications users,
etc.

With regard to regulations and pro-
competitive policies, the Japanese side
conveyed reguests from Japanese com-
panies to the Chinese party, including
publication of amanual for entry into the
Chinese telecommunications business,
advancement of implementation of Chi-
nese commitments at WTO, relaxation
of the ratio of foreign investment con-
trol.

3. Future cooperation

The both parties agreed to continue to
promote the Policy Dialogue on Regu-
lations and Pro-Competitive Policies by
government officials.

Regular Personnel Changes

* Deputy Director-General of the Information and Communi cations Policy
Bureau, concurrently Director-General of Commission’s Secretariat,
Telecommunications Business Dispute Settlement Commission:

On August 2, 2002, regular personnel
changes were made. In relation to the
information and communications field,
the following persons assumed new
posts:

TAKECH! Kenji

e Counselor of the Minister’s Secretariat: TERASAKI Akira
« Director-Genera of the International Affairs Department, Telecommu-

nications Bureau: MoRI Kiyoshi
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