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Minister TAKENAKA
Delivers Speeches at
World Economic Forum in Davos

Dr. TAKENAKA Heizo on January 28, 2006, participated in
the “World EconomicForum Annual Meeting” held in
Davos, Switzerland and discussed the worldeconomy with
opinion leaders, including ministers from major countries.
Duringthe five-day Forum, held from January 25 through
29, 2006, various sessionswere convened.

Minister TAKENAKA participa-
ted in two sessions, “Finding Bal-
ance in the GlobalEconomy” and
“The Quiet Revolution of Jun'ichiro
KOIZUMI.” At these sessions,the
Minister delivered speeches on the
role of Japan in the global economy
andon the structural reforms of the
KOIZUMI Cabinet including the pri-
vatization ofpostal services in Ja-
pan. Through the Forum, the Minis-
ter increased thepresence of Japan
among the international community.
The outline of the Forum is as fol-
lows:

Date and venue

January 27 through 29, 2006,
in Davos

Minister TAKENAKA participa-
ted in the forum on January 28.

Participants and

attendees of the forum
Governments, international

organizations, research institutes,

privatecorporations from all over
the world

Ministers and representatives
from Japan other than Minister
TAKENAKA:

Mr. Shoichi NAKAGAWA, Min-
ister of Agriculture, Forestry and
Fisheries, Mr.Toshihiro NIKAI, Min-
ister of Economy, Trade and Indus-
try, Rep. NAKAGAWA Hidenao,
Chairman, Policy Research Coun-
cil, LiberalDemocratic Party, House
of Representatives

Panelists of the

two sessions

Finding Balance in the Global

Economy

- Palaniappan Chidambaram,
Minister of Finance of India

- Lawrence H. Summers, President,
Harvard University, USA; Co-Chair
of theAnnual Meeting 2006

- Heizo Takenaka, Minister for
Internal Affairs and Communica-
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tions and for the Privatization of
Postal Services of Japan

- John A. Thain, Chief Executive
Officer, New York Stock Ex-
change, USA

- Jean-Claude Trichet, President,
European Central Bank, Frankfurt

Chaired by Martin Wolf, Asso-
ciate Editor and Chief Economics
Commentator,Financial Times, Uni-
ted Kingdom

The Quiet Revolution of Juni-

chiro Koizumi

- Donald P. Kanak, Executive
Vice-Chairman and Chief Operat-
ing Officer,American International
Group (AIG), USA

- Robert M. Kimmitt, US Deputy
Secretary of the Treasury

- Kakutaro Kitashiro, Chairman,
Keizai Doyukai (Japan Association
of CorporateExecutives), Japan

- Hidenao Nakagawa, Chairman,
Policy Research Council, Liberal
DemocraticParty, House of Repre-

sentatives, Japan

- Heizo Takenaka, Minister for
Internal Affairs and Communica-
tions and for thePrivatization of
Postal Services of Japan

- No-rio Yamanoi, Editorial
Cartoonist, Japan (Special guest)

Moderated by Hidetoshi Fuiji-
sawa, Director-General, General
Bureau for theAmericas, NHK Ja-
pan Broadcasting Corporation,
USA

Summary of the

Minister’s speeches

- The privatization of postal
services (Japan Post) would en-
courage the flow ofmoney in the
postal savings from the public
sector to the marketplace.
Fromthe viewpoint of a balance
between savings and investments,
it is a significantstep.

- The KOIZUMI Cabinet has been
pursuing proactive reforms such
as theprivatization of postal servi-

ces, and reactive reforms such as
disposal of massiveamount of
non-performing loans.

- Under such circumstances as the
lowering of the savings ratio due
to thedecline in and aging of the
Japanese population, it is neces-
sary to make thegovernment
smaller.

- Henceforth, the structural reforms
shall be accelerated, as has been
the casein the recent past, such
as rationalization of government-
affiliated financialinstitutions and
sale of state-owned assets.

- The Japanese economy could
grow by approximately 2% on an
annual realgrowth rate basis, or
5% on a nominal basis.

Web pages for further
reference
World Economic Forum Website

Session Summaries of the Forum in Davos
(World Economic Forum Website)

Statistical Outlook of the

Internet in Japan (2005)

— Current status of the Internet
as seen through 11 statistics

Introduction

The Institute for Information
and Communications Policy (IICP)
is a research arm of MIC, specializ-
ing in comprehensive survey and
research concerning information
and communications policy. Since
2004, IICP has been successively
collecting useful statistics related to
the Internet and compiled the

“Statistical Outlook of the Internet
of Japan” in order to understand the
current status of the Internet, which
has been becoming a social infra-
structure, and recognize the devel-
opment of and the trends in the In-
ternet. It categorizes the features of
the Internet into three fields, name-
ly “Governance,” “Network Infra-
structure” and “Security” in order to

make the entire picture of the Inter-
net easier to grasp (see graph 1).

With the latest data collected
in 2005, IICP has just revised and
publicized the “Statistical Outlook of
the Internet in Japan (Full version)”
as well as the “Overview of the In-
ternet in Japan (Summary version
of the Outlook). ”


http://www.weforum.org/
http://www.weforum.org/site/homepublic.nsf/Content/Annual+Meeting+2006
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Graph 1. List of statistical outlook of the Internet in Japan
Category Outline headings Outline statistic headings
Governance 1 | The extent of Internet-related R&D in Japan. State of investment in R&D
2 | Japan’s technical strength relating to the Internet, State of patent registration
and the extent of its contributions
3 | The extent of Japan’s contribution to the administration Japan'’s level of contribution to
and operation of the Internet standardization (number of Japanese
authors in RFC for IETF and W3C)
4 | Number of assigned IP addresses to Japan and its usage | State of IP address assignment
Network 5 | Number of Internet users and usage status in Japan Internet usage state
Infrastructure X X
6 | The scale of networks in Japan Traffic
7 | The state of information flow between Japan and other International traffic
countries
8 | Volume of the contents available on Japan’s networks Content volume (Total volume of
data stored on the web)
9 | Digital divide in usage Internet usage gaps
Security 10| The degree of damage/disadvantage is caused through State of nuisance communications
malicious or unwanted communications through the Internet
11| The ratio of Internet users adopting necessary prevention | State of user vulnerability
measures against attacks from outside

Overview of the Internet

in Japan

The “Overviews of the Internet
in Japan” has illustrated the fea-
tures of Japanese Internet in terms
fields,
Network Infrastruc-
ture” and “Security” with the data of
eleven statistics (see graph 2).

of three

” o«

“Governance”,

numbers are also
steadily.

increasing

Network Infrastructure

Even though there still re-
mains a “digital divide” between
age groups as well as geographical
areas, the total number of users
continues to increase.

namely

Security

The number of reported
events that victimize users by nuis-
ance communications increase. Ac-
cordingly, security measures
against such communications are
being adopted by businesses.

On the other hand, such
measures are not being undertaken

Looking through these latest
data, the current status of the Inter-
net in Japan is as follows.

Governance
The fundamental approach in
areas such as R&D grows steadily.

- R&D expenditure relating to the
Internet accounts for 2.6 ftrillion
yen, 15.3% of the total (an in-
crease of 0.5% year on year)

- Registration of related patents
reached 18,550 (an increase of
847 year on year. This is about
56% of the USA figure, and
more than three times that for
Europe.)

- IPv4 and IPv6 assignment

- The number of users has
reached 79.4 million. This ac-
counts for 69.4% of the population
over 6 years of age.

- 90.5% of those in their 30s are
users. On the other hand, people
over 60 make up 26.0% of users.

The volume of data communi-
cations is exploding.

- The total volume of broadband
traffic has increased 1.5 fold in
half a year.

- The data volume on the Web
servers with JP domains stands at
13 terabytes, approximately equiv-
alent to the information contained
in four public libraries.

enough especially among house-

holds.

- Among PC users, 22.6% have
received nuisance mail (SPAM)
(up 3.5% year on year), and
28.1% have experienced viruses
(up 6.6% year on year).

- 35.9% of households use virus
checking software (up 3.9% vyear
on year), and 81.0% of corpora-
tions do so (up 8.3% year on
year).
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NB: The “Statistical Outlook of the the Institute for
Internet in Japan” and the

“Overview of the Internet in Japan”

Information and
Communications Policy at:
http://www.soumu.go.jp/iicp/

can be obtained from the website of

chousakenkyu/seika/houkoku.html

Graph 2

Overview of the Internet in Japan
—The Internet as seen through 11 statistics—

(11) state of user vulnerability

‘q/\/\/\/\/

(10) State of nuisance communications

Security

Introduction of virus checking software

Experience of receiving SPAM (2003-2004) na:6

(2003-2004) NB: 6
Households : 32.0% = 35.9%

PCs:

19.1% —> 22.6% Mobile phones: 64.3% —> 48.9%
Experience of virus infection (2003-2004) na:6

Corporations : 72.7% —> 81.0%

— "

PCs: 21.5% —> 28.1% Mobile phones: 0.9% —> 0.9%

—-—

T

(7) International traffic

(5) Internet usage state

(8) Content volume

Traffic exchange with overseas (May 2005) na:8
The trend is towards greater traffic flow from overseas
into Japan than from Japan into foreign countries

Internet users
(2003 -2004) NB:6
77.30 million = 79.48 million
[69.4% of population over 6 years old]
(About 2.9 times in 5 years)

Web data volume for JP domains (Feb. 2005) na: 9
13,609 GB

[Equal to the contents of about 4 public libraries]

<About 6.1 times in 4 years>

(9) Internet usage gaps

— — (6) Traffic
Overall volume of broadband traffic
Network (Nov. 2004 -May 2005) ne: 7
324Gbps - 472GBPS
InfraStrUCture <About 1.5 times in half a year>

(1) State of investment in R&D
R&D costs in the IT field (FY 2003-FY 2004) ng:1
2.49 trillion yen —=> 2.59 trillion yen
[Percentage of overall R&D expenditure: 14.8% = 15.3%)
<About 1.5 times in 5 years>

(2) State of patent registration
Number of patents registered in IT field (2003 -2004) ng:2

' (4) State of IP address assignment

(3) Japan’s level of contribution to standardization

Usage by age group (2003 -2004) Ng:6
30s:90.4% — 90.5% Over 60: 21.6% — 26.0%
Usage rate by scale of town nB:s
Special Zones, etc.: 75.6% = 78.2%
Small towns & villages: 58.0% = 56.9%

IPv4 assignment (Dec. 2005) NB:4
Japan: 6.43% USA: 59.50%
IPv6 assignment (June 2005) NB:5
Japan: 78 USA: 141

Japan: 17,703 = 18,550

Proportion of Japanese authors (as of Nov. 2005) ng:3

USA: 39,541 - 33,056
Europe: 8,103 = 5,666

IETF'sRFC: 1.9%
W3C Recommendations: 2.7%

NB 1: The Survey of Research and Development in Science and Technology

NB 2: State of patent applications in 8 priority areas

NB 3: The survey of research by Institute for Information and Communications Policy
NB 4: BGP Routing Table Analysis Reports

Governance

NB 5: Compiled by MIC from RIPE/NCC

NB 6: Study on Communication Usage Trend Survey

NB 7&8: MIC documentation

NB 9: Study by Institute for Information and Communications Policy



http://www.soumu.go.jp/iicp/chousakenkyu/seika/houkoku.html
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Usage Trends of
Telecommunications in Traffic
—FY2004 Reports on
Traffic Data from
Telecommunications Carriers

Based on the Rules for Reporting on Telecommunications
Business (Ministerial Ordinance of MPT No. 46 of 1988),
MIC requires telecommunications carriers to submit
information concerning voice traffic data pertaining to
telecommunications services. MIC has recently compiled
the FY2004 voice traffic data and is now announcing it.

Details

Based on the Regulations for
Reporting  Telecommunications
Business (MPT Ministerial ordi-
nance No. 46, 1983), MIC requires
telecommunications carriers to sub-
mit information concerning voice
traffic data pertaining to telecom-
munications services. MIC has re-
cently compiled the FY2004 voice
traffic data and is now announcing

it.

Purpose

In order to investigate through
this study a framework for telecom-
munications services which are a
vital part both of people’s lives and
socio-economic activities, it is es-
sential to grasp usage trends based
on data that is objective and reli-
able, and to announce this data, so
as to deepen the understanding of
telecommunications services

among the country’s users.

Outline

These materials comprise the
compilation and analysis of usage
status information for FY2004 (April
1, 2004, to March 31, 2005) on
fixed line telephones, ISDN, cellular
phones, PHS, IP telephony sub-
scriptions and international commu-
nications as submitted by the old
Type | telecommunications carriers
based on the Rules for Reporting
on Telecommunications Business.

Introduction
Purpose of statistics

In order to investigate a fra-
mework for telecommunications
services which are a vital part both
of people’s lives and socio-econom-
ic activities, it is essential to grasp
usage trends based on data that is
objective and reliable.

Based on this point of views,
MIC laid down the Rules for Re-
porting on Telecommunications
Business (Ministerial Ordinance of
MPT No. 46 of 1988) in 1988, and
has required telecommunications
carriers to submit information con-
cerning voice traffic data, which

uses for purposes such as formu-
lating telecommunications strategy.
Also, the fact of releasing this data
to users across the country contri-
butes to deepening understanding
of telecommunications services.

Carriers required to contribute

Information is compiled from
the telecommunications carriers (85
companies) specified in the regula-
tions in the ministerial announce-
ment. In terms of breakdown, the
figures are as shown below and in-
clude carriers active in more than
one business.

- Domestic fixed line carriers:
38 companies

- Mobile (cellular) carriers:
23 companies

- IP telephony carriers:
28 companies

- International communications
carriers: 17 companies

Concerning the partial change
in compilation standards

In conjunction with the April
2004 amendment in the Rules for
Reporting on Telecommunications
Business, the following two chan-
ges have been made.

i) Addition of information concern-
ing IP telephony

The number of subscriptions
and traffic for IP telephony has
been added. IP telephony can be
classified as being part of fixed
line voice communications, but in
order to secure the continuity of
data, it has been put in a sepa-
rate category from fixed line
phones. Furthermore, FY2003
data for IP telephony has not
been included as it was based on
a survey that did not conform with
the rules for reporting.

i) Expansion of scale of compilation
for international communications
traffic

With regard to international
communications traffic, Type | tel-
ecommunications carriers that set
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international phone rates have
fulfilled their duty to report, but
from now on, carriers that have
put in place facilities and set up
an interconnection agreement
with foreign carriers have under-
taken to report on traffic. As a re-
sult, traffic from the old Special
Type |l telecommunications carri-
ers which had not been compiled
in the past have been added.
Since it is confusing to single out
this traffic, there is a lack of con-
tinuity in the data.

Overall Trends

Number of subscriptions

i) Fixed lines (subscriber lines and
ISDN) continue to be on a down-
ward trend (down 1.0% year on
year).

ii) Mobiles (cellular phones, PHS)
shows a slowdown in the rate of
increase in subscriber numbers,
but numbers are still up (up 5.6%
year on year).

iii) IP telephony which was included
for the first time this year totaled
8.3 million subscribers, account-
ing for 14% of fixed lines.

Trends in outgoing traffic

i) Looking at overall domestic voice
services, the number of commu-
nications was down 2.7% year on
year, and the number of commu-
nications hours was down 10.1%.

ii) From fixed lines, the number of
communications was down 9.1%,
and the number of communica-
tions hours showed a major drop
of 19.3%.

iii) From mobiles, the number of
communications was up 1.6% but
the number of communications
hours was down 3.1%.

iv) Calls from IP telephony

accounted for 2.1% of all com-
munications, and 3.7%
of total communications hours.

Comparison of NTT Group and
NCC (New Common Carriers)
i) On the fixed line side, both the

NTT Group and NCCs have seen
a drop in traffic, but the share of
NTT Group, which has seen the
greater fall, has declined (to
61.8% of communications num-
bers and 65.5% of communica-
tions hours)

i) If IP telephony is added to fixed
lines, NTT’s share drops to 60.1%
for communications numbers and
62.3% of communications hours.

iii) For mobile phones, NTT
DoCoMo has maintained its
standing for the number of com-
munications hours but has seen a
drop in communications numbers
whereas NCCs have seen an in-
crease in both communications
numbers and hours. NTT DoCo-
Mo’s share has fallen slightly
(62.2% of communications num-
bers and 62.0% of communica-
tions hours)

NB: NTT Group refers to NTT East
and West as well as NTT Commu-
nications.

Trends in Subscription Num-

bers

i) Fixed lines (subscriber lines and
ISDN) overall saw a 1.0% drop
year on year in the number of
subscribers to 59.61 million. Sub-
scriber lines were almost flat at
51.63 million, but ISDN saw a
7.5% drop to 7.98 million.

ii) Mobiles (cellular phones and

PHS) overall saw a 5.6% increase
year on year.
Of this, cellular phones saw a
slowdown in the rate of increase
to 6.7% at 87.0 million units, but
PHS saw a 12.8% drop to 4.48
million.

iii) IP telephony totaled 8.3 million
units, which accounts for 14% of
the fixed-line total.

Number of Domestic Communi-

cations

i) The overall number of
communications totaled 126.5 bil-
lion calls, a drop of 2.7% year on

year.

ii) Calls from fixed lines were down
9.1% whereas calls from mobiles
were up 1.6%. Within the mobiles,
calls from cellular phones were
up 2.5% and those from PHS
were down 19.0%.

iii) The breakdown of calls from

fixed lines, mobiles and IP tele-
phony was 55.6%, 42.3% and
2.1% respectively.
iv) Calls from fixed lines to fixed
lines accounted for 48.7% of the
total. Calls from mobiles to mo-
biles accounted for 29.7%, and
those from IP telephony to IP tel-
ephony for 0.3%.

Communications Hours for Do-

mestic Communications

i) Total communications hours
totaled 4,673 million hours, a drop
of 10.1% year on year.

ii) Calls from fixed phones were
down 19.3%; those from mobiles
were down 3.1%. Within mobiles,
calls from cellular phones were
up 0.8% and those from PHS
were down 31.7%.

iii) The breakdown of calls from
fixed lines, mobiles and IP tele-
phony was 57.2%, 39.1% and
3.7% respectively.

iv) Calls from fixed lines to fixed
lines accounted for 51.9% of the
total. Calls from mobiles to mo-
biles accounted for 28.3%, and
those from IP telephony to IP tel-
ephony for 0.7%.

International Communications

Traffic

i) The total of outgoing and
incoming calls was 1,104 million
calls, with 5,546 communications
hours.

ii) Separating outgoing and
incoming, outgoing calls totaled
627 million, with 3,425 million
communications hours, whereas
incoming calls totaled 477 million,
with 2,121 million communica-
tions hours.

NB: Starting from FY2004 and in

conjunction with the elimination of

business partition for telecommuni-
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cations carriers, the scope of carriers
liable for reporting on international
communications increased, making
simple comparison with data from
previous years impossible.

Traffic Share by Carrier

i) For domestic fixed lines
(subscriber lines and ISDN),
NTT’s share, both for communica-
tions numbers and hours, has fall-
en across the board except for in-

ter- prefectural communications
hours. The share is 61.9% of total
communications numbers and
65.5% of total communications
hours.

ii) For cellular phones, NTT DoCo-
Mo’s share is more or less flat
both in the number of outgoing
and incoming calls, and the num-
ber of hours.

iii) For international communica-
tions, KDDI's share has fallen

both for the number of outgoing
calls and outgoing hours.

NB: NTT as referred to above in-
cludes NTT East and West, and
NTT Communications, whereas
NCCs are all carriers other than
NTT. For cellular phones, NCCs are
companies other than the nine NTT
DoCoMo companies, and for inter-
national communications, NCCs
are carriers other than KDDI.

Rulemaking on Provisions for

Ensuring Effectiveness of Foreign

Capital Restrictions on Broadcasting

—"Draft MIC Ordinance to Amend
Part of ‘Regulations for Procedure
for Obtaining a Radio Station

N

License

Upon enforcement of the “Law to Amend Part of the Radio
Law and the Broadcast Law” (Law No. 107 of 2005), in
order to ensure effectiveness of foreign capital restrictions
on broadcasting, MIC developed a “Draft MIC Ordinance to
Amend Part of ‘Regulations for Procedure for Obtaining a
Radio Station License” and invited public comments
thereon during the period from December 27, 2005,
through January 31, 2006. During the period, MIC received
one comment. The comment and MIC's opinion thereto are
available at the MIC website (using the Japanese language
only). MIC will, taking the public comment into account,

On “MIC Ordinance to
Amend Part of the
Regulations for
Enforcement of the
Radio Law” and “MIC
Ordinance to Amend
Part of the Regula-
tions for Enforcement
of the Broadcast Law”

[In Relation to the “Law to
Amend Part of the Radio Law
and the Broadcast Law” (Law
No. 107 of 2005)]

Necessity

In line with the “Law to
Amend Part of the Radio Law and
the Broadcast Law” (Law No. 107
of 2005), MIC will add the provi-
sions concerning foreign capital
restrictions to causes of disqualifi-
cation for radio station licenses as
to terrestrial broadcasting sta-
tions. Under the Law No. 107, the
scope of indirect foreign capital is
to be specified by the applicable
MIC ordinance.

Thus, in accordance with
the revised Radio Law and the re-
vised Broadcast Law, MIC has to
establish i) an “MIC Ordinance to
Amend Part of the Regulations for
Enforcement of the Radio Law”
and ii) an “MIC Ordinance to
Amend Part of the Regulations for
Enforcement of the Broadcast
Law,” respectively.
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Outline of MIC Ordinances
“MIC Ordinance to Amend Part of
the Regulations for Enforcement
of the Radio Law” (MIC Ordinance
No. 16 of 2006)
i) Ratio of voting rights to be speci-
fied by the applicable MIC ordi-
nance, as indirect voting rights (Arti-
cle 5 paragraph (4) item iii) of the
Radio Law)

In accordance with the provi-
sions of Article 5 paragraph (4)
item iii) of the Radio Law, in addi- |
tion to the ratio of direct voting
rights possessed by a juridical per-
son or organization, this MIC Ordi-
nance is to specify the ratio of indir-
ect voting rights to be calculated as
the ratio of foreign capital. Specifi-
cally, as follows:

[Reference]

: a person who possesses one-tenth
or more voting rights under Article 5
paragraph (4) item iii) a) of the
Radio Law

| One foreign juridical person, etc. |

| Ratio B (one-tenth or more voting rights)

. a person who possesses one-tenth
or more voting rights under Article
5 paragraph (4) item iii) b) of the
Radio Law

l Ratio A (one-tenth or more voting rights)

A foreign-affiliated juridical person
under the Japanese Corporate Law

Licensee

b) Exemption 1 [Article 6-3-2
paragraph (3) of the Regulations
for Enforcement of the Radio

censee. In order to prevent such
cases, in cases where one for-
eign juridical person, etc. pos-

a) Principle [Article 6-3-2 para-
graphs (1) and (2) of the Regula-
tions for Enforcement of the Ra-
dio Law]

Where both of a “Ratio of
‘voting rights of a person (a for-
eign-affiliated juridical person un-
der the Japanese Corporate
Law) listed under Article 5 para-
graph (4) item iii) a) of the Radio
Law who occupies one-tenth or
higher of voting rights of a licens-
ee’ to ‘voting rights of a licensee”
(=A) and a “Ratio of 'voting rights
of a foreign juridical person, etc!
to ‘voting rights of said foreign-af-
filiated juridical person™ (=B) are
one-tenth or higher, the ratio of
indirect voting rights shall be A x
B. However, where ratio B is high-
er than half the total voting rights,
the ratio of indirect voting rights
shall be ratio A.

Note: Where there are one A and
plural Bs, and where one of Bs
exceeds half the total voting
rights, there is no need to calcu-
late the rest of Bs.

Law] (exemption in case of vot-
ing rights lower than one-tenth)
If Ratio A or Ratio B is low-
er than one-tenth, in the cases
where there are plural Ratio As
between both ends of Ratio A or
Ratio B, a foreign juridical per-
son, etc. can virtually control a li-

sesses voting rights of two or
more juridical persons and/or or-
ganizations, when the calcula-
tion described in the preceding
a) results in one-tenth or higher,
the result shall be calculated in
accordance with the calculation
method in the preceding a).

[Reference]

| One foreign juridical person, etc. |

voting rights )

l Ratio B1 l Ratio B2 ( lower than one-tenth

|Juridical person or organization | | Juridical person or organization |

voting rights

l Ratio A1 l Ratio A2 ( lower than one-tenth ) -> Exemption

| Licensee |

Note: In this case, even if Ratio A1 and Ratio A2 are lower than one-tenth, respectively, when
A1 x B1 + A2x B2 equals one-tenth or higher (*), the result shall be calculated in accordance
with the calculation method in the preceding a). Upon calculation of said (*), other ratios
(ratios of direct voting rights and voting rights of one-tenth x one-tenth) possessed by said
one foreign juridical person, etc. shall not be added.

c) Exemption 2 [Article 6-3-2
paragraph (4) of the Regulations
for Enforcement of the Radio
Law] (Exemption in case of ac-
tual control)

Even if one foreign juridical
person, etc. does not directly
possess voting rights of a for-

eign-affiliated juridical person
under the Japanese Corporate
Law, the foreign juridical person,
etc. can virtually control a licens-
ee by indirectly possessing vot-
ing rights of the licensee. In or-
der to prevent such cases, with
respect to a juridical person or
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organization, voting rights of
which one foreign juridical per-
son, etc. possesses exceed one
half of the total voting rights,
when the calculation described
in the preceding a) results in

one-tenth or higher, upon calcu-
lation of the preceding a) and b)
such a juridical person or organi-
zation shall be dealt with as a
foreign juridical person.

[Reference]
\
| One foreign juridical person, eth___

| When surpassing one half,

!

| Juridical person or organization |

\JV

| RatioB (voting rights higher than one-tenth)j

| Juridical person or organization |

l Ratio A (voting rights higher than one-tenth)

| Licensee |

Juridical person or organization
shall beregarded as one foreign
juridical person,etc.

[Reference]

| One foreign juridical perso%./lfgJ WIREID SUEERIg e iE

| — 1/7

Juridical person
or organization

Juridical person

(voting rights higher) l l (voting rights higher)
than one-tenth than one-tenth J

| Juridical person or organization |

| Ratio A

| Licensee |

or organization e shall be regarded as one fore

- =

Juridical person or organization

ijuridical person, etc. and calculate
with the method of a)

- -

If the result surpasses one-tenth,
the ratio of voting rights ofthe
juridical person or organization
shall be calculated withthe
method of a).

d) Exemption 3 [Article 6-3-2
paragraph (5) of the Regulations
for Enforcement of the Radio
Law] (Exemption in case of inqui-
ry)

Upon calculation of a ratio
of indirect voting rights pertain-
ing to shareholders of a licens-
ee, the cooperation from said
shareholders is required. How-
ever, said shareholders have no
legal obligation to report the

“ratio of voting rights of foreign
juridical person, etc. to all of their
voting rights” to the licensee.
Where the licensee cannot ob-
tain cooperation from sharehold-
ers, the licensee cannot calcu-
late the ratio of indirect voting
rights. In such a case, the licens-
ee cannot judge whether share
transfer shall be made or not,
nor specify limited voting stocks.

Thus, when the licensee, in

accordance with the principle of
the preceding a), request share
transfer and specify limited vot-
ing stocks, the licensee inquires
in writing or via e-mails of share-
holders, who may be objects
(juridical persons or organiza-
tions possessing one-tenth or
more voting rights of the licens-
ee) of indirect voting rights cal-
culation, about the ratio of for-
eign juridical person, etc. In spite
of such efforts, when the licens-
ee cannot calculate the ratio of
indirect voting rights due to no
reply from such shareholders,
the licensee shall regard all vot-
ing rights of said shareholders
as the ratio of indirect voting
rights and calculate the ratio in
accordance with the method of
a).
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[Reference]

| One foreign juridical person, etc.

| Ratio B

Juridical person or organization

limited to those possessing
one-tenth or more voting rights )
of the licensee

| Ratio A /

| Licensee

After sending inquiry concerning
Ratio B to a juridical person or

organization, in case of where the
licensee could not receive a reply

-,

The licensee shall regard Ratio A

(all voting rights of said shareholders)

as the ratio of indirect voting rights and
calculate the ratio in accordance with
the method of a).

e) Note for Exemptions 1 and 2
[Article 6-3-2 paragraph (6) of
the Regulations for Enforcement
of the Radio Law]

Since the licensee, in fact,
cannot grasp the real situation of
Exemptions 1 and 2 as needed
(or upon stock transfer), upon
calculation (=upon stock each
transfer of shareholders' list and
actual shareholders’ list) of the
ratio of indirect voting rights, in
usual, the licensee may not cal-
culate indirect voting rights
based upon the methods of Ex-
emptions 1 and 2. With regard to
those calculations, when the li-
censee comes to know thefact
that can be used for calculation
based upon the methods of Ex-
emptions 1 and 2, the licensee
shall report the results of such
calculations to the Minister for In-
ternal Affairs and Communica-
tions. In this case, the date of the
report shall be regarded as
made on the day of the report.
Pursuant to the provisions of Ar-
ticle 52-8 paragraph (3) of the
Broadcast Law, surpassing vot-
ing rights as clarified by said cal-
culation shall be restricted.

ii) Ratio of “voting rights of foreign
juridical person, etc.” to a Japanese
juridical person or organization
whose voting rights shall be added

to the ratio of indirect voting rights
(Article 5 paragraph (4) item iii) b)
of the Radio Law)

[Article 6-3-3 of the Regulations for
Enforcement of the Radio Law]

This specifies the scope of
persons listed under Article 5 para-
graph (4) item iii) b) of the Radio
Law. As a matter of fact, since the
scope is specified in the preceding
article, the scope is to be specified
as in the preceding article.

"MIC Ordinance to Amend Part
of the Regulations for Enforce-
ment of the Broadcast Law"
(MIC Ordinance No. 17 of 2006)
i)Methods to enter or record share-
holders in an actual shareholders'
list (Article 52-8 paragraph (2) of
the Broadcast Law)

With respect to entering or re-
cording (stock transfer) in an actual
shareholders' list, where surpass-
ing the ratio of foreign capital if all
names of requested shares are
transferred, the licensee shall enter
or record shareholders in accor-
dance with the order of the follow-
ing a) through c). Basically, those
methods follow the cases of the
Nippon Telegraph and Telephone
Corporation Law. [Article 17-3-2

paragraph (1)]

a)With respect to shares
possessed by persons who

are not the targets for foreign
capital restrictions, all of such
shares shall be entered. Specifi-
cally, with regard to persons un-
der Article 5 paragraph (4) item
i) b) of the Radio Law possess-
ing less than one-tenth of voting
rights, all shares pertaining to
voting rights shall be entered or
recorded.However, in case
where Article 6-3-2 paragraph
(3) of the Regulations for En-
forcement of the Radio Law (Ex-
emption of less than one-tenth of
voting rights) applies, since even
a case of a ratio less than one-
tenth of voting rights is regarded
as a ratio of indirect voting rights,
such shares shall be excluded
from those shares to be entered
or recorded.

b)With respect to shares
possessed by persons
whose shares are regarded as
calculation targets of foreign
capital restrictions, the licensee
shall compare shares entered or
recorded in previously noticed
actual shareholders' list of the
previous business year and
shares as noticed, then enter or
record whichever is less shares
on a person-by-person basis.
Thereby, however, when sur-
passing the ratio of foreign capi-
tal restrictions, the licensee shall
enter or record such shares by
lottery on a per-share basis.

The term “foreigners, etc”
in Article 52-8 paragraph (1) of
the Broadcast Law refers to per-
sons under Article 5 paragraph
(1) item i) through item iii) of the
Radio Law and persons under
paragraph (4) item iii) of the
same article; and do not include
juridical persons or organizations
whose ratios of voting rights are
calculated as ratios of indirect
voting rights in accordance with
the Exemption (Exemption in
case of inquiry) under Article 6-
3-2 paragraph (5) of the Regula-
tions for Enforcement of the Ra-
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i) Shares to come to have voting
rights (Article 52-8 paragraph (3) of

dio Law among Exemptions of
ratios of indirect voting rights.
Thus, it is stipulated that
“foreigners, etc.” in this case in-
clude juridical persons or organi-
zations to whom the same para-
graph shall apply. The same
shall apply to the following rele-
vant provisions. c)After entering
or recording in accordance with
a) and b), when the ratio of for-
eigners, etc. does not reach one-
fifth after application of Article
17-3-3 paragraph (2) (recovery
of limited voting stocks), shares
that have not been entered or re-
corded shall be entered or recor-
ded. In this case, the licensee
shall enter or record such shares
by lottery on a per-share basis.

the Broadcast Law)

Pursuant to the provisions of Article
52-8 paragraph (3) of the Broad-
cast Law, voting rights are automat-
ically restricted. Said automatically
restricted shares are specified as
follows. [Article 17-3-3 paragraph

(1)]

a) When foreign juridical person,
etc. obtain anew or add voting
rights of a juridical person or or-
ganization who is being a share-
holder of the licensee, if the ratio
of the licensee exceeds the ratio
of foreign capital restrictions, a
portion of shares among said
shares newly obtained or added,
equivalent to voting rights ex-
ceeding the ratio of foreign capi-
tal restrictions, shall become lim-
ited voting stocks.

[Reference]

Foreign juridical person, etc.

In cases where foreign

]

. Juridical person or organization .,

juridical person,etc.
obtain anew or add
voting rights of a

“Foreign-affiliated juridical person

under Article 6-3-2 paragraph (1)
of the Regulations

under the Japanese Corporate Law”

juridical person or
organization, the
licensee falls under the

. for Enforcement of the Radio Law .

| cause for

Licensee

disqualification.

The number of shares to
be limited voting stocks is limited
to a portion equivalent to a ratio
of voting rights of said “foreign-
affiliated juridical person under
the Japanese Corporate Law”
possessed by foreign juridical
person, etc. Needless to say, lim-
ited voting stocks refer to a por-
tion of voting rights of shares ex-
ceeding the ratio of foreign
capital restrictions. Thus, this
MIC Ordinance has no stipula-
tion thereon.

b) After calculations under Arti-
cle 6-3-2 paragraph (6) of the
Regulations for Enforcement of
the Radio Law, namely after cal-
culations pursuant to Article 6-3-
2 paragraph (3) (Exemption of
voting rights less than one-
tenth) and Article 6-3-2 para-
graph (4) (Exemption in case of
actual control), in cases where
the ratio of voting rights of the li-
censee exceeds the ratio of for-
eign capital restrictions, a por-
tion of shares concerning said
calculations, equivalent to voting
rights exceeding the ratio of for-
eign capital restrictions, shall be-
come limited voting stocks. In ac-
cordance with the provisions of
Article 6-3-2 paragraph (6), cal-
culations under the provisions of
paragraphs (3) and (4) shall be
made not upon occurrence of
such circumstances (upon ob-
taining anew or adding shares)
falling under the provisions of Ar-
ticle 6-3-2 paragraph (6), but
when the licensee comes to
know such circumstances and
reports to the Minister for Inter-
nal Affairs and Communications
to that effect. Thus, such cases
shall be stipulated aside from the
preceding a). The calculation
under paragraph (5) of the same
article (Exemption in case of in-
quiry) shall be the case falling
under a).

iii) Cases where limited voting
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stocks come to have voting rights
[Article 17-3-3 paragraph (2)]

In the following cases, within
the scope where the ratio of foreign
juridical person, etc. does not ex-
ceed one-fifth of all voting rights,
shares whichever earlier become
limited voting stocks shall become
shares as having voting rights.

a) Cases where the ratio of for-
eign capital comes to less than
one-fifth after foreigners, etc. (re-
fer to i) a)) possessing voting
rights of the licensee whose
shares include limited voting
stocks transfer shares.

This refers to cases of the trans-
fer, etc. of shares relating to for-
eigners, etc. as entered or
recorded in a shareholders' list.

b) Cases where even after trans-
fer of names in an actual share-
holders’ list (after the procedures
under i) a) to b)), the ratio of
voting rights of foreign juridical
person, etc. does not exceed
one-fifth. The transfer of names
in an actual shareholders’ list
shall be made following i). After
entering or recording shares
whichever is less in comparison
with the current actual share-
holders' list and notified shares
prior to entering or recording all
persons regarded as possessing
notified shares, limited voting
stocks shall become shares as
having voting rights.

In these cases, this MIC
Ordinance has no specific provi-
sions on the relationship with
persons whose shares are re-
fused to transfer their names in
accordance with the provisions
of Article 52-8 paragraph (1) or
paragraph (2) of the Broadcast
Law. However, since the licens-
ee judges upon request without
making a list, etc. of sharehold-
ers who were refusedto be en-
tered or recorded, a concept of a
chronological order does not oc-
cur and an actual shareholders'

list is to be dealt with following
the procedures under i) c).
Thus, this MIC Ordinance has no
specific provisions.

iv) Revision of other provisions In
addition to the above, the following
rules will be revised:

a) Revising the article title of Ar-
ticle 17-3 [Article 17-3]

Along with changes in the
positions of the provisions of Ar-
ticle 17-3 paragraphs (2) and (3),
the article title of Article 17-3
shall be changed.

b) Notice on refusal of stock
transfer [Article 17-3-4]

Upon refusing transfer of
names in an actual shareholders'
list, when resulting in cases
where limited voting stocks occur
and where limited voting stocks
come to become shares as hav-
ing voting rights, the licensee
shall notify each shareholder,
etc. to that effect.

Supplementary provisions

i) Date of enforcement [Paragraph
(1) of the Supplementary Provi-
sions]

This MIC Ordinance shall
come into force on the day of en-
forcement the provisions listed un-
der Article 1 item ii) of the Supple-
mentary Provisions of the Law to
Amend Part of the Radio Law and
the Broadcast Law. (April 1, 2006)

ii) Limited voting stocks as of the
day of enforcement [Paragraph (2)
of the Supplementary Provisions]

In accordance with the provi-
sions of Article 5 of the Supplemen-
tary Provisions of the Law to
Amend Part of the Radio Law and
the Broadcast Law, Paragraph (2)
of the Supplementary Provisions
provides for the applicable MIC Or-
dinance pursuant to the provisions
to be read as otherwise, to which
the provisions of Article 52-8 para-
graph (3) of the Broadcast Law

shall be applied. Basically, upon
the day of enforcement, in cases
where the ratio of voting rights pos-
sessed by foreigners, etc. exceeds
one-fifth of voting rights of the li-
censee, a portion of shares equiva-
lent to those exceeding one-fifth
among shares possessed orregar-
ded as possessed by a foreign-af-
filiated juridical person under the
Japanese Corporate Law, etc. shall
be limited voting stocks. When two
or more persons fall under such ca-
ses, shares to become limited vot-
ing stocks shall be distributed pro-
portionally to them.

NB: Related documents below can
be obtained from the MIC website
(“Features”:
http://www.soumu.go.jp/joho_tsusin
/eng/features.html)

- On “MIC Ordinance to Amend
Part of the Regulations for En-
forcement of the Radio Law” —
Article 6-3-2 and Article 6-3-3 —
(Related to Article 5 paragraph
(4) of the Radio Law)Article 6-3-
2 and Article 6-3-3 —(Related to
Article 5 paragraph (4) of the Ra-
dio Law)

- On “MIC Ordinance to Amend
Part of the Regulations for En-
forcement of the Broadcast
Law”—from Article 17-3-2 and
thereafter (Related to Article 52-
8 paragraph (1)-(3) of the Broad-
cast Law)


http://www.soumu.go.jp/joho_tsusin/eng/features.html

