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“Competition Review in the Telecommunications Business Field of FY 2009
Summary of Assessment Results and Future Prospects

1. Purpose and Significance

The Ministry of Internal Affairs and Communications commenced upon a “Competition
Review in the Telecommunications Business Field” (hereinafter referred to as the “Competition
Review”) in FY 2003 in assessing/analysing the status with competition in the communications
market and for reflection in policy developments. In the Competition Review information was
collected from both the demand side and the supply side with consideration given to the “Basic
Policies” that include medium-term assessment principles and “Implementation Details”, a
“market delimitation” implemented in determining the scope of the markets to be included as
subjects of an assessment based on that information, and then the status with competition in the
market analyzed in preparing assessment results on those markets, including identifying any
business operators with market dominance, etc.

In addition, four domains were selected as subjects of a “fixed point assessment”, namely
“Fixed telephones”, “mobile communications”, “internet connections”, and “corporate network
services”, in an annual fixed point observation that has taken place since FY 2006, with a
“strategic assessment” that will be newly created in analysis with attention paid to themes of great

political need or concern.

The “Competition Review in the Telecommunications Business Field of FY 2009 (hereinafter
referred to as the “Competition Review 2009”) featured “quantitative analysis of the economic
impact of past competition policies concerning the dissemination of mobile and broadband
services” and “sequential analysis of changes in consumer preferences with telecommunications
services” as strategic assessments in view of summarizing the efforts of the Competition Review
made to date and reflecting them in strategic assessments to be made next fiscal year after taking
into consideration that six years has passed since a Competition Review was conducted and that
the major themes had already been addressed and a certain amount of data collected, etc.

2. Points of the Report

Chapter | through Chapter IV of this report concerns fixed point observation analysis on the
subjects of fixed point assessments, namely fixed telephones, mobile communications, internet
connections, and corporate network services, and an assessment of market dominance that was
conducted in revealing the status with competition in the respective markets. Chapter V through VI
summarizes the strategic assessments.

The results of the fixed point assessments and strategic assessment of Competition Review
2009 are summarized below.



2.1. Points of Fixed Point Assessments
(1) Market concentration and share

Figure 1 shows the Herfindahl-Hirschman Index (HHI) * that indicates the market
concentration and share of the NTT Group in major markets within the four domains which are the
subjects of the fixed point assessments. The national level HHI was calculated by adding up the
shares of the multiple business operators when necessary, including regarding NTT East and West
as one company.

[Figure 1 Market concentration and share of NTT Group in major markets within four
domains subject to fixed point assessment]

. I Review results of FY 2009
Domain I\/_Iajor Qellmlted LGS Market concentration
(including sub-markets) (HHI) Share of NTT Group
Fixed telephones
(NTT subscriber telephones,
direct access telephones, CATV 6,951 | 82.9% |
telephones, 0ABJ-I1P
telephones)
Fixed telephones Local 2,433 | | Local 75.3% —
In-prefecture In-prefecture
Relay telephones long distance 2,301 long distance 73.5% —
Out-of-prefecture 3,574 | | Out-of-prefecture 72.5% —
International 2,870 | | International 66.4% 1
050-IP telephones 3,168 — 35.1% 1
Moplle . Mobile phones/PHS 3461 — 48.2% —
communications
Broadband 3,048 1 527% 1
Internet ADSL 3,263 1 34.8% —
connections FTTH 5836 1 74.4% —
Cable internet 1,483 1 -
ISP 1557 — 31.9% —
Corporate WAN services 2,173 — 67.5% |
network services Leased circuit services 8,354 — 94.6% —

(Note 1) In calculating the “market concentration (HHI)” at the national level NTT East and West were regarded
as one company while other companies of the NTT Group were regarded as different companies (SoftBank
Group, J:COM Group, JCN Group, and electrical power-related business operators of broadband/ISP, J:COM
Group and JCN Group with CATV internet, and electrical power-related business operators of FTTH were
regarded as one company, respectively). With the “share of NTT Group” the share of 050-1P telephones is that of
NTT Communications while the share of ADSL/FTTH is that of NTT East and West. The figures for fixed
telephones, mobile communications, internet connections, and WAN services are as of March 2010 and the
figures for leased circuit services as of March 2009.

Y HHI (Herfindahl-Hirschman Index) is an index used to measure market dominance that is calculated by
adding the square of the share of each business operator in the market. HHI totals the squares of each
individual market share, and hence changes in the share of business operators with large shares have a
greater impact. Conversely the impact of changes in the share of business operators with a small share is
limited. A characteristic of HHI is that a lack of information on small-scale business operators does not
significantly affect the effectiveness of the index.
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(Note 2) The arrows (|, 1, —) in the table indicate ups and downs from the “Competition Review 2008” by100
or more for HHI and 1 point or more for the share.

HHI values vary from 0 (perfect competition) to 10,000 (perfect dominance), with values close
to 10,000 indicating a higher market concentration. With evaluations made using the index an HHI
of less than 1,000 is deemed acceptable for mergers by the EU Directorate General for
Competition. In addition, the US Department of Justice and Federal Trade Commission set the
standard of regarding a post-merger HHI of [1] less than 1,000 as no concentration, [2] between
1,000 to 1,800 as a medium concentration, and [3] over 1,800 a high concentration.

However, the “Guidelines on Application of the Antimonopoly Act Concerning Review of
Business Combinations” (revised in January 2010) published by the Japan Fair Trade Commission
provides for post-merger shares being less than 10% or an HHI of 2,500 or less (and a share of 25%
or less) as “usually not considered substantial enough to restrain competition” and an HHI of 2,500
(and a market share of 35% or less) as “the possibility of being a restraint to competition is usually
considered low”?. An HHI or market share of no more than a certain level merely indicates the
possibility of a restraint on competition being low and that of a certain level or higher does not
necessarily mean it is a restraint to competition. It should be determined on a case-by-case basis
with consideration also given to the advantage of scale, etc.

Using these values as reference reveals the majority of the communications market to be
oligopolistic. With the fixed telephone, 050-IP telephone, mobile communication, ADSL, FTTH,
and leased circuit service markets the HHI exceeds 3,000 and the concentration considered
extremely high. The FTTH market growing and at the same time the concentration being on an
upward trend is particularly characteristic.

The share of the NTT Group exceeds 50% in every market, excluding 050-IP telephones®,
mobile communications, ADSL, and ISP. In addition, the share of the NTT Group tends to be high
in many of the markets with a high market concentration.

(2) Existence and exercising of market dominance

Figure 2 shows the results of assessing market dominance from two points of view, the
existence of market dominance and the exercising of market dominance in major markets within
the four domains subject to the fixed point assessment®.

2 The standard used for horizontal mergers differs from the cited standard used for vertical mergers.
% 050-IP telephones refer to IP telephones that are assigned 050 numbers that have no relevance to
geographical attributes. The quality of 050-IP telephones is not as high as that of 0ABJ-IP telephones, but
they are mainly provided at a low price as a service available with an internet connection.
* In the Competition Review it is deemed that “market dominance exists” if there is a possibility of one or
more business operators existing that are in the position of being capable of exercising market dominance
with consideration given to quantitative/qualitative analysis of the market structure and the status with
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[Figure 2 Summary of results of assessment of market dominance]

Major delimited

Review results of FY 2009

Domain markets (including Existence of market Exercising of market
sub-markets) dominance dominance
A
q [ J -
Fixed telephones . concern over leveragin
P (independent) ( broadband) ging
Fixed telephones o X
Rk talnees (independent/cooperative) (low)
A X
D Pl s (cooperative only) (low)
X

Mobile
communications

Mabile phones/PHS

O
(independent/cooperative)

(observe securement of price
transparency, platform
interoperability)

Internet
connections

A

Broadband ind q tO/ " (observe compliance status of
(independent/cooperative) competition rules)
o X
ADSL (independent/cooperative) (low)
A
FTTH © (concern over leveraging

(independent/cooperative)

fixed telephones)

. X -
Cable internet (independent/cooperative) (non-existent)
ISP . X . y
(independent/cooperative) (non-existent)
. A X
WAN services -
Corporate network (cooperative only) (low)
services - . ° X
Leased circuit services .
ITCUIL SeTvi (independent) (low)

(Note) @ indicates “strongly exists”, o “exists”, A “cooperative only” or “with some concerns”, and x “low

possibility”.

With regard to the existence of market dominance it was deemed that some business operators
with market dominance were either independent or cooperative in markets excluding cable
internet and ISP as a result of comprehensive consideration given to various factors, including
market share/market concentration of respective markets, number of business operators, and
changes in prices, etc. (dominance in markets of both 050-1P telephones and WAN services is by

competition between business operators. Whether the possibility of market dominance actually being
exercised exists or not is then analyzed, and if there is a possibility it is deemed that “market dominance
may possibly be exercised”. It differs from the approach of the Antimonopoly Act in that normative
assessment of the existence of market dominance is made. It aims to deepen understanding of the market’s
structure that could be the source of market dominance, political measures against it, and the relationship
with the status with actual competition and contribute to regular market analysis and policy making. Refer
to page 24 of the “Basic Policies on Competition Review in the Telecommunications Business Field”
(published in December 2009).
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cooperative multiple business operators only)

Exercising of market dominance was deemed to be restrained in each market due to the
existence of regulations, etc.

In the mobile communications market, however, securing price transparency and the
interoperability of platform functions were pointed out as issues in consideration of the point of
view of the benefit of consumers. In addition, the ADSL market is shrinking and migration to
FTTH progressing, although now both somewhat slowly. There is a possibility therefore that
market dominance of the fixed telephone market could be used as a “lever” in impacting adjacent
markets, including the FTTH market, etc. A concern over leveraging was therefore pointed out in
the relevant markets (fixed telephone market, broadband market, and FTTH market), as in 2008.

In addition, an order to improve their business activities was issued to NTT West for the
handling of information obtained from other telecommunications carriers as part of its business
connected to telecommunications facilities in February 2010. It was therefore pointed out that the
status with compliance of competition rules will need to be more closely observed in the future.

(3) Summary of results of analysis in respective domains
I. Market Analysis in Fixed Telephone Domain
1) Fixed telephone market

The number of subscriptions within the overall fixed telephone market has been decreasing and
was 57.87 million as of March 2010. The number of NTT East and West subscribers has been
decreasing while that of OABJ-IP telephones is increasing. The share of NTT East and West in the
fixed telephone market (total of subscriber telephones and 0ABJ-IP telephones) was 82.9% as of
the end of March 2010. And although that share is on a downward trend it still remains at a high
level.

With the regard to market dominance, NTT East and West control bottleneck facilities and are
thus in the position of being able to independently exercise market dominance. However, the
possibility of market dominance actually being exercised is low because of the existence of
regulations concerning type 1 designated telecommunications facilities and competition rules.

The significant growth of 0ABJ-IP telephones, however, gives rise to the concern that market
dominance in the fixed telephone market could be used in leveraging an impact on adjacent
markets (especially the broadband markets, although mainly FTTH) and hence close observation
is needed.

2) Relay telephone market (sub-market)



Although the HHI is on a downward trend the share of the NTT Group has remained at the
same level of 75.3% for local calls, 73.5% for in-prefecture calls, and 72.5% for out-of-prefecture
calls, while that of international calls is on an upward trend at 66.4%. Taking its share and other
determining factors into account however reveals that although the NTT Group is in the position of
being able to exercise market dominance independently or cooperatively at present the possibility
of it actually dominating the market dominance is considered quite low.

3) 050-1P telephone market (sub-market)

The shares of highly ranked business operators are basically the same and it is deemed that new
entries can be easily made. No business operator has any independent market dominance but the
market concentration is high as the share of the top three business operators was 84.3% as of the
end of March 2010. The possibility does exist that multiple business operators could exercise
market dominance through cooperating with each other. However, 050-IP telephones being
provided as an additional service to broadband at a discount price, including free calls between
subscribers, etc., have been established, thus making the possibility of market dominance actually
being exercised low.

I1. Market Analysis in Mobile Communications Domain

The share of NTT DOCOMO was 48.2% as of the end of March 2010 and the diversity of the
share of NTT DOCOMO and other competing business operators of the market still quite large.
Because of the oligopolistic market structure NTT DOCOMO is in the position, however, of being
able to exercise market dominance. In addition, although no significant changes can be seen in the
shares of the business operators, the share of the top three business operators was extremely high at
94.4%, and thus multiple business operators are in the position of being able to exercise market
dominance through cooperating with each other.

However, the possibility of market dominance actually being exercised either independently or
cooperatively is low because of the existence of regulations concerning type 2 designated
telecommunications facilities and competition rules.

In addition, new developments, including market creation by MVVNO, diverse services,
commencement of LTE services, and dissemination of smart phone handsets, may have a large
impact on the market. Future market trends therefore need to be closely observed.

I11. Market Analysis in Internet Connection Domain

1) Broadband market

In the broadband market the number of subscribers of broadband services was 31.88 million as

of the end of March 2010, and is still increasing.
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The share of NTT East and West of the number of subscribers in the broadband market was
52.2% as of the end of March 2010, and is still rising. In addition, and with regard to the
infrastructure, the share of NTT East and West of total subscriber networks® was also high at
87.9%. NTT East and West can therefore deemed to be in a position of being able to independently
exercise market dominance.

Although measures to restrain/check any exercising of market dominance, including
regulations on connections, actions, and services in accordance with the type 1 designated
telecommunications facility system, are in place, an order to improve their business activities was
issued to NTT West on the handling of information obtained from other telecommunications
carriers as part of its business in connection to telecommunications facilities in February 2010.
The status with compliance of competition rules therefore will need to be closely observed in the
future.

In addition, it was pointed out that impact of the dissemination of new services, including
wireless broadband such as NGN and BWA, etc., on the broadband market, etc. would also need to
be closely observed.

2) ADSL market

The ADSL market has shrunk by more than 30% when compared to March 2006 when the
number of subscription was the largest. As of the end of March 2010 SoftBank had the highest
share at 38.7%, followed by NTT East and West at 34.8%. The difference increased when
compared to that of at the end of March 2009.

The provision of ADSL services by competing business operators largely depends on open
access to the subscriber networks of NTT East and West, and hence even SoftBank, the business
operator with the top share, would find it difficult to provide consistent services without certain
competition rules.

With the subscriber network share® (metal cables only) NTT East and West had a share of
99.9% as of the end of March 2010, and also control bottleneck facilities. NTT East and West are
therefore deemed to be in the position of being capable of exercising market dominance.

However, the possibility of market dominance actually being exercised is low because of the
implementation of regulations concerning type 1 designated telecommunications facilities, etc. In
consideration of the shrinkage of ADSL market, however, the possibility of future cooperation

> Subscriber networks here include not only those used for broadband services but also those used for PSTN
(Public Switched Telephone Networks) and corporation networks, etc. For the sake of reference the share
was 90.0% (total of optical fiber and metal cables) as of the end of March 2009.
® Refer to footnote 5. For the sake of reference the share was 99.8% (metal cables only) as of the end of
March 2009.
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between business operators should continue to be closely observed.

3) FTTH market

With the FTTH market the share of NTT East and West of the number of subscriptions was
74.4% as of the end of March 2010. In addition, their share of optical fiber networks’ also
remained at the high level at 77.3%. NTT East and West are therefore deemed to be in the position
of being capable of exercising market dominance.

Although the open access obligation, etc. in accordance with the type 1 designated
telecommunications facility system is restraining market dominance from being exercised an order
to improve their business activities was issued to NTT West on handling of information obtained
from other telecommunications carriers as part of their business in connection to
telecommunications facilities in February 2010. The status of compliance with competition rules
therefore needs to be closely observed in the future with consideration given to the prospect that
FTTH will be the main broadband service in the future.

However, the possibility of market dominance actually being exercised is quite low because of
the existence of competition pressure from cable internet.

In addition, a concern that NTT East and West may leverage their dominance in the fixed
telephone market in increasing their dominance in the FTTH market and the impact of
dissemination of NGN on the market, etc. were pointed out as issues that will need to continue to
be closely observed.

4) Cable internet market

With the cable internet market the number of subscriptions is still on an increasing trend. The
share of the top three business operators in cable internet market rose to 49.4% as of the end of
March 2010 due to mergers, etc.

No business operator is deemed to have any market dominance either independently or
cooperatively because of the existence of competition pressure from FTTH, etc. and the share and
HHI of the top three business operators not being very high when compared to other services,
including FTTH and ADSL. It should be noted, however, that cable internet has the characteristic
of regional dominance and the competition environment varying depending on the geographical
conditions, for example different business operators providing services in different regions, etc.

In addition, a memorandum concerning discussion of a business alliance between J:COM,

" Refer to footnote 5. For the sake of reference the share was 78.8% (optical fiber only) as of the end of
March 2009.
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Sumitomo Corporation, and KDDI was concluded in June 2010 and is being held on cooperation
in the cable television market between J:COM and JCN, a subsidiary of KDDI, and will include
capital tie-up. These developments in the cable internet market will therefore need to be closely
observed in the future.

IV. Market Analysis in Corporate Network Services Domain

In the corporation network service market the percentage of conventional services, including
leased circuit services, etc., declined whereas the number of WAN line services has been on an
increasing trend.

With the leased circuit service market the number of lines for all leased circuit services
remained at the same level, but the decrease in the number of lines for leased circuit services
excluding leased lines for connection was remarkable. The share of NTT East and West of the
leased circuit service market was 91.3% as of the end of March 2009, thus indicating market
dominance. Their share excluding leased lines for connection, however, was 54.6% as of the end
of March 2009. Considering the competitive pressure of WAN services the possibility of market
dominance being exercised is considered low.

The share of the NTT Group of WAN services was 67.5% as of the end of March 2010, thus
indicating that the NTT Group is in the position of being capable of exercising market dominance.
However, the possibility of market dominance actually being exercised is considered low because
of the existence of fire wall regulations, regulations on interconnection charges of dark fiber used
for access networks, and active WAN service competition, including internet VPN.

2.2. Points of Strategic Assessment

V. Sequential Analysis of Changes in Consumer Preferences with Telecommunications
Services

As part of the Competition Review an annual Web questionnaire survey is conducted in
amassing information on user preferences. The data is conventionally mainly used in the analysis
of the specific theme of the respective year. There are quite few items, however, that are common
to the surveys, although the theme differs every year. In the assessment, therefore, the results of the
Web questionnaire surveys were sequentially analyzed to identify how user preferences have
changed over the years.

The results of the Web questionnaire surveys revealed that the percentage of 0ABJ-IP
telephone users had risen while the percentage of users of NTT East and West fixed telephones had
declined, and the percentage of users of FTTH had risen while the percentage of NTT East and
West broadband service users rose. In addition, a rise in the percentage of users of 3G mobile
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phones was also revealed with mobile communications.

The Web questionnaire surveys provide data from the user-side, but the results of that data
generally match the results of sequential analysis conducted on data from the provider-side.

V1. Quantitative Analysis of Economic Impact of Past Competition Policies concerning
Dissemination of Mobile and Broadband Services

In this assessment how and what impact the various competition policies together have on the
social and economic situation with expansion of the mobile and broadband markets was
quantitatively analyzed from the point of view of their economic impact. In quantitatively
identifying the economic impact direct impact of competition policies was calculated via
consumer surplus analysis and AHP analysis, and then the spread impact on other industries
calculated via an inter-industry relations table.

In mobile phone market the consumer surplus increased by approximately 685 billion yen over
three years and three months, or from September 2006 through to December 2009, the period
following the introduction of the number portability system, etc. Of this the direct impact of
competition policies was calculated to be approximately 67 billion yen (the percentage of
contribution of competition policies to the increase in customer surplus being 9.8%). In addition,
the spread impact from the mobile phone market to other industries was calculated to be
approximately 856 billion yen.

With the ADSL broadband market the consumer surplus increased by approximately 412
billion yen over five years and three months, or from March 2001 through to June 2006, the period
following the introduction and dissemination of the unbundling functions, etc. Of this the direct
impact of competition policies was calculated to be approximately 147 billion yen (the percentage
of contribution of competition policies to the increase in customer surplus being 35.6%). In
addition, the spread impact from the ADSL market to other industries was calculated to be
approximately 207 billion yen.

With the FTTH broadband market the consumer surplus increased by approximately 131
billion yen over eight years and nine months, or from 2001 through to December 2009, the period
following the introduction of the unbundling functions, etc. Of this the direct impact of
competition policies was calculated to be approximately 13 billion yen (the percentage of
contribution of competition policies to the increase in customer surplus being 9.9%). In addition,
the spread impact from the FTTH market to other industries was calculated to be approximately
1,724 billion yen.

3. Competition Review of FY 2010 and onwards
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(1) Ideal future assessment
1) Review of market delimitation

In conducting Competition Reviews delimiting markets in determining the subjects of
assessment is very important. At present, however, assessments have only been conducted on
markets delimited during the period of FY 2003 to FY 2006.

A considerable period of time has passed since the last market delimitation took place and
therefore a separation between the delimited markets and the actual situation with markets may
possibly be occurring due to technological innovations and the emergence of new services, etc. For
example, the number of subscriptions of both mobile market MVNO and wireless broadband,
including BWA, etc., within the broadband market is rapidly increasing. However, at present
markets that are delimited as sub-markets of corporation services include those that are shrinking
due to a decrease in number of users.

This situation gives rise to market delimitation needing to be appropriately reviewed with
consideration given to the opinions of the relevant parties.

2) Comprehensive business capabilities of business operators

The “Basic Policies” (published in December 2009) provided the determining factors of not
only including the market share and market concentration, etc. but also the comprehensive
business capabilities of business operators, including technologies and capital tie-ups, etc., and for
assessments to then be conducted through selectively combining those factors.

In view of making a comprehensive verification of business capabilities through capital tie-ups,
etc., for example, the HHI was calculated by adding the shares of multiple business operators when
necessary. Attention being paid to group dominance and discussing its ideal assessment is
considered necessary.

3) Analysis of transactions between business operators

In Competition Reviews in Japan transactions between business operators were assessed as the
theme in the strategic assessments of “Competition Review 2006 and “Competition Review
2007, but the primary subjects of that analysis/assessment included end-user services only.

In the EU, however, review of the “Recommendation on Relevant Markets” that took place in
December 2007 adopted the policy of focusing on wholesale markets, for example by significantly
reducing the scope of retail markets included as subjects of the Competition Review, and based on
the judgment that regulation of the retail market is insignificant if sufficient competition is
maintained in the wholesale market.

11



In view of conforming to international assessments in Japan, enhancing the analysis of
transactions between business operators will need to be discussed according to changes in the
market environment and with attention paid to trends in foreign countries.

4) Trends in new technologies and services

Trends in demand and technological innovations are also important determining factors in the
analysis of Competition Reviews. “Guidelines for Unlocking SIM Cards” were published in June
2010 and provided for SIM cards being unlocked when possible of new handsets that will be on
sale from FY 2011 on®. What impact this has on the mobile communications markets in the future
will need to be closely observed.

In addition, developing collaboration/integration of services, including bundle functions, etc.,
is accelerating, with business models that integrate the upper and lower layers of communications
services, including content, applications, and handsets, etc., now emerging. Moreover, the
dissemination of wireless broadband, including LTE and BWA, etc., for which the commencement
of commercial services is being planned, may possibly have a large impact on the status of
competition.

Future assessment of possibility of the existence and exercising of market dominance will
comprehensively take place with consideration given to the market environment of the upper and
lower layers, trends in technological innovations, and the demand of users, etc. as necessary.

(2) Others

Review of the Competition Review was mentioned in the “Toward Realization of the “New
Broadband Super Highway (Hikari no Michi)” plan — Basic Directions —° that was published in
May 2010, and hence an ideal competition assessment system will need discussing in the future.

® NTT DOCOMO announced in July 2010 its intention to unlock the SIM cards of all mobile phones
shipped from April 2011 on.
% “Toward Realization of the “New Broadband Super Highway (Hikari no Michi)” Plan — Basic Directions
=" (excerpt)
4. Ideas for Improving the Usage Rate (from 30% to 100%)
(2) Development of services/lower prices through competition policies
c. Ideal dominant regulation with attention paid to market dominance
Immediately commencing discussion of the introduction of a dominant regulation with attention paid to
total market dominance is considered appropriate in light of its general adoption in foreign countries and
the possibility of then being able to respond to factors other than bottlenecks that interfere with fair
competition. In doing so, re-discussing the competition safe guard system that is currently implemented by
the Ministry of Internal Affairs and Communications and an ideal competition assessment system is
considered desirable.
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Chapter 1 Market Delimitation within Fixed Telephone Domain

This chapter outlines market delimitation within the fixed telephone domain.

1. Delimitation of service markets

The delimitation of service marketsinvolved the subscriber telephones of NTT East and West,
direct access telephones, CATV telephones, and 0ABJ-IP telephones all being delimited as the
fixed subscription service telephone market. Relay telephones and 050-1P telephones will
therefore be respectively analyzed as sub-markets.

In actuality, if users select adirect access telephone, CATV telephone, or OABJ-1Ptelephone as
a subscription service they generaly cannot select telephone call services. In addition, no market
delimitation has been made for softphones due to the unavailability of data.

[Figurel-1 Market delimitation within fixed telephone domain]

[Fixed telephone domain]

Subscriber telephones of NTT East and West

Direct access telephones

(o)dew-qng) (3o)4ew auoydajey paxid)

CATV telephones
0ABJ-IP telephones
L ______ Relaytelephones ]
" 050-Ptelephones |

! Collectively refers to subscriber telephone services provided by telecommunications carriers other than
NTT East and West, namely direct subscriber telephones, direct subscriber ISDN, new direct access
telephones, and new direct access ISDN. Where [1] direct subscription telephones refer to analogue
telephone services provided viatelephone lines directly into offices, etc., [2] direct subscription ISDN
refersto digital telephone services provided via telephone lines directly into offices, etc., [3] new direct
access telephones refer to anal ogue telephone services viathe dry copper (meta cables) of NTT East and
West, and [4] new direct access ISDN refers to digital telephone services viathe dry copper of NTT East
and West.
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2. Delimitation of geographical markets

In this delimitation the,
[1] Availability of data
[2] Existence of alternative services
[3] Areas in which the services of respective business operators were provided, etc.
werefirst considered and then two regions, namely Eastern Japan and Western Japan, delimited as
geographical markets. The two regions are as follows.

(i) Eastern Japan region
Hokkaido, Aomori, lwate, Miyagi, Akita, Yamagata, Fukushima, Ibaraki, Tochigi, Gunma,
Saitama, Chiba, Tokyo, Kanagawa, Niigata, Yamanashi, and Nagano

(if) Western Japan region
Shizuoka, Aichi, Mie, Gifu, Toyama, Ishikawa, Fukui, Shiga, Kyoto, Osaka, Hyogo, Nara,
Wakayama, Tottori, Okayama, Hiroshima, Yamaguchi, Tokushima, Kagawa, Ehime, Kochi,
Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Kagoshima, and Okinawa

[Figurel-2 Geographical segmentation into 2 regions. Eastern Japan and Western Japan]




In addition, assessments are to be conducted on the 10 following blocks (business zones of
electrical power-related business operators?) nationwide.
(i) Hokkaido block:  Hokkaido
(i) Tohoku block: Aomori, lwate, Akita, Miyagi, Yamagata, Fukushima, Niigata

(i) Kanto block: Ibaraki, Tochigi, Gunma, Saitama, Chiba, Tokyo, Kanagawa, Yamanashi,
Shizuoka® (east of Fuji River)
(iv) Tokai block: Nagano®, Gifu, Shizuoka (west of Fuji River), Aichi, Mie

(v) Hokuriku block:  Toyama, Ishikawa, Fukui

(vi) Kinki block: Shiga, Kyoto, Osaka, Hyogo, Nara, Wakayama

(vii) Chugoku block: Tottori, Shimane, Okayama, Hiroshima, Yamaguchi

(vii) Shikoku block:  Kagawa, Tokushima, Ehime, Kochi

(ix) Kyushu block:  Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Kagoshima
(x) Okinawablock:  Okinawa

[Figurel-3 Geographical segmentation into 10 blocks nationwide]

Okinawa block

'

Tohoku block

Kanto block

% Tokai block
. . Kinki block
. Shikoku block

% Electrical power-related business operators refer to Hokkaido Telecommunication Network, Tohoku
Intelligent Telecommunication, Family Net Japan, Hokuriku Telecommunication Network, K-Opticom,
Energia Communications, STNet, Kyushu Telecommunication Network, and Okinawa Tel ecommunication
Network.
® Figures for Shizuoka prefecture were proportionaly distributed into two blocks according to the ratio of
households with the Fuji River used as a borderline and calculated based on the “ Population Summary of
the Basic Resident Registers’ (March 2009). Although Shizuoka prefecture lies within the business zone of
NTT West the figures for the regions west of the Fuji River were added to the Tokai block and those of the
regions east of the Fuji River to the Kanto block when cal culating the number of subscriptions for the 10
blocks. Therefore, although the Kanto block is basically included in the business zone of NTT East the
number of subscriptionsin the Kanto block includes the Shizuoka prefecture (east of Fuji River)
subscriptions that are not included in the business zone of NTT East.
* Although Nagano prefecture lies within the business zone of NTT East it was included in the Tokai block
in this geographica market delimitation. Therefore, although the Tokai block is basically included in the
business zone of NTT West the number of subscriptionsin the Kanto block includes the Nagano prefecture
subscriptions that are not included in the business zone of NTT West.
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Chapter 2 Analysis of Major Indices in Fixed Telephone Domain

This chapter analyzes the major indices in the fixed tel ephone domain.

1. Market size

(1) Number of subscriptionsin fixed telephone market

The number of subscriptionsin the entire fixed telephone market has been decreasing and was
57.87 million as of the end of March 2010. The percentage distribution of the entire fixed
telephone market as of the end of March 2010 was

[1] 65.5% for subscriber telephones of NTT East and West (including ISDN),

[2] 25.1% for OABJ-IP telephones,
[3] 7.7% for direct access telephones, and
[4] 1.6% for CATV telephones,
with the rate of increase being high with OABJ-1P telephones.

[Figurel-4 Changesin number of subscriptions of fixed telephones]
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(Note 1) The figures for fixed telephones are the total subscriber telephones of NTT East and West (including
ISDN), OABJ-IP telephones, CATV telephone, and direct access telephones (total of direct subscriber

telephones, new direct access telephones, and direct subscriber ISDN).

(Note 2) The figures for 0ABJ-IP telephones indicate the number of users and number of user numbers as of the
end of March 2003 whereas the end of March 2004 was based on the questionnaire survey of business
operators.

(Note 3) Total may not add up to 100% due to rounding, etc., with hereinafter the same applying.

(Source) Ministry of Internal Affairs and Communications
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1) Number of subscriptions of subscriber telephones of NTT East and West

The number of subscriptions of subscriber telephones of NTT East and West has continued to
decrease and was 37.93 million as of the end of March 2010. The reasons for that decrease is
considered to be a migration to other fixed telephone services, including new direct access
telephones® and OABJ-IP telephones, and the use of alternative services to fixed telephones
provided by mobile communications.

[Figurel-5 Changesin number of subscriptions of subscriber telephonesof NTT East and
West]

7000 - (10 thousand subscriptions)

6,000

5,000

4,000

3.000

Subscriber telephones
1,684

2,000

NTT East /

z 2.508 2526 2492 l l
1,000 E
1,720 1 882 Subscriber telephones
1,639

01.3 023 033 043 053 06.3 073 083 093 096 099 09.12 103

(Source) Ministry of Internal Affairsand Communications

® Refer to footnote 1 for information on new direct access telephones,
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2) Number of subscriptions of direct accesstelephones

The number of subscriptions of direct access tel ephones has increased as aresult of the
provision of new direct access telephones® that commenced during the period of 2003 and 2005,
with new direct access tel ephones accounting for 82.9% of all direct access telephones as of the
end of March 2010. The number of subscriptions of al direct access telephones, including
conventional direct access telephones, was 4.47 million as of the end of march 2010 but has been
on adecreasing trend over the last year.

[Figurel-6 Changesin number of subscriptionsof direct access telephones)

(10 thousand subscriptions) |lDirectaccess{telephones+ISDN) O New direct access ISDN B New direct access telephones
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1
1
550 :
1
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466 469 1 465 460 454
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450 | LSO | .—1—'5“-,0"’ 541.0% — 51,0 —pm 51 01

405 52(1L1%) 5““3-5'“]: 66(14.1%)

6(1.6%)
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. 1
68(14.8%) 70(15.4%) 7201608

400

350

282
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300

250

200

150

100

10 10 10 10
50 = = Eas c='s

10(100%) 10(100%) 10{100%) 10(98.2%)

0

01.3 02.3 03.3 04.3 05.3 06.3 07.3 08.3 09.3 09.6 09.9 09.12 10.3

(Source) Ministry of Internal Affairs and Communications

® Provision of new direct access telephones was commenced upon by Heisei Denden in July 2003,
SoftBank Telecom (former Japan Telecom) in December 2004, and KDDI in February 2005.
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3) Number of subscriptions of CATV telephones

The number of subscriptions of CATV telephones was on an increasing trend until the end of
March 2007, turned to a decreasing trend after June 2007, and then levelled off after the end of
March 2009. It was 0.93 million as of the end of March 2010.

CATV telephones are not available in every prefecture and are instead limited to Hokkaido,
Kanto, Kinki, Chugoku, and part of Kyushu. Use of them therefore has not been disseminated
nationwide as an alternative service to the subscriber telephones of NTT East and West.

In addition, the J;COM Group is the only provider of that servicein al regions.

[Figurel-7 Changesin number of subscriptionsof CATV telephones]

(10 thousan d subscriptions)
120
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(Source) Ministry of Internal Affairs and Communications



[Figurel-8 Areasof provision of CATV telephones]




4) Number of subscriptions of 0ABJ-IPtelephones

The number of subscriptions of 0ABJ-IP telephones’ has remained on an increasing trend,
reflecting the increase in number of FTTH subscriptions, and was 14.53 million as of the end of
March 2010. The number increased by approximately 1.3 times that of the same period last year
due to dissemination of FTTH and has continued to be on an increasing trend.

[Figurel-9 Changesin number of subscriptions of OABJ-I P telephones)

(ten thousand)
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(Source) Ministry of Internal Affairsand Communications

" Fixed telephone services mainly provided as an additional serviceto FTTH internet connections. In some
cases, however, 0ABJ-IP tel ephones can be provided via the HFC method (a combination optical fiber and
coaxial cables; utilizes optical fiber asthe core but coaxia cables as the linesinto users’ homes with
optical-electrical conversion devicesin between). (For example: “Primary Telephone Service” provided by
Technology Networks Inc. and “Cable Plus Telephone’ by KDDI)
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(2) Number of subscriptionsin sub-markets
1) Number of subscriptions of relay telephones

The number of subscriptions of relay telephones (MyLine and MyLine Plus)® was 120.26
million as of the end of March 2010 but has been decreasing due to the decrease in number of
subscriptions for the subscriber telephones of NTT East and West, etc.

[Figurel-10 Changesin number (total) of subscriptions of relay telephones (MyLine and
MyLine Plus)]

(10 thousand subscriptions)

20,000
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3,472
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4,000
2,000 3,458
0 A T T T T
02.3 03.3 04.3 05.3 06.3 07.3 09.3

(Source) Ministry of Internal Affairs and Communications, MyLine Council

® Excludes those that have not registered for the service. Those that have not registered for the service were
however assumed to have registered local and in-prefecture calls with NTT East and West and
out-of -prefecture calls with NTT Communications.
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2) Number of subscriptions of 050-1 P telephones
The number of subscriptions of 050-1P telephones was 8.62 million as of the end of March

2010 but has been on a decreasing trend since the end of June 2007.

[Figurel-11 Changesin number of subscriptions of 050-1 P telephones]
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(Note) Figuresfor 03.3 and 04.3 are based on the questionnaire survey of business operators whilethe figuresfor
the following periods were those reported in accordance with Article 2 of the Rules for Reports from the
Telecommunications Business.

(Source) Ministry of Internal Affairs and Communications
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(3) Softphones

Although the market size of softphones® cannot be directly shown due to the unavailability of
data the awareness of the existence of softphones was examined for use as an index that would
indirectly show its potential market size. That awareness was still as low as approximately 50%
not being aware of the existence of softphones and over 70% not being aware of their service
content. This resulted in the usage rate of those services only being approximately 2.7%. Changes
in awareness and the usage rate from the last year were also both rather small.

[Figurel-12 Awareness and usagerate of softphones)

Awareness of softphones [Telephone services in use (multiple choice)]
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5 52.3% 15.2% MyLine/MyLine Plus — 249
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22.2% Others . 30

'
-
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(Source) “FY 2008 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey”

° Abbreviation for software phones, which is amethod of communication through the internet using
software such as Skype, €tc.
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2. Analysis of status with competition
(1) Fees
1) Typeof user fees

The fee structure of fixed telephones mainly uses the two-part fee system of a“basic charge”
(fixed amount fee paid regularly (monthly, etc.) regardless of the volume of telephone calls made)
and a“call charge” (usage-based fee paid according to the volume of telephone calls made). Use of
the subscriber telephones of NTT East and West as an exampl e provides fees corresponding to the
expenses shown in the following figure. With the “subscription fee” conventionally required for
using the subscriber telephones of NTT East and West a Lite Plan that adds afixed amount to the
basic chargeis aso now available.

[Figurel-13 Main fee structure of subscriber telephonesof NTT East and West]

Relay switch
Call charges (interconnection charges)

+ Expenses required for switch network equipment

Subscriber switch +* Traffic management expenses involved with
— telephone calls, etc.

Basic charges ~
» Maintenance expense of subscriber line
w
» Billing expense, etc. 5
J | 8
Subscription fee ~ > g
=
* Expenses required for newly installing a o
subscriber line
» No refund even upon termination of
subscriber telephone contract Y,

Subscribers’ home

2) Changesin user fees
[1] Basic charges

Basic charges were reduced in 2005 in response to the provision of fixed tel ephone services
other than those provided by NTT East and West such as new direct access telephones and
OABJ-IP telephones, and then remained the same.
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[Figurel-14 Changesin basic charges of fixed telephones (residential use)™]
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(Source) Websites of respective business operators
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[Figurel-15 Comparison of fees between subscriber telephonesof NTT East and West and

new direct access telephones)

NTT East and West
. SoftBank
Subscriber f;gpsf]ggi Telecom M eth-Dpll us)
telephones Lite Plan (Otoku Line)
Subscription fee 36,000 yen
Telephone installation charge 2,000 yen 10?&’;?% 60 100 yen x 60 months
Class 3
Service Area 1,700 yen 1,950 yen 1,500 yen Bank transfer:
Residential Class 2 1550yen | 1,800 yen 1,400 yen
use ServiceArea | (1,600 yen) (1,850 yen) 1,350 yen Over-the-counter
Class 1 1450 yen 1,700 yen payment: 1,500 yen
Basic ServiceArea | (1,600yen) | (1,850 yen) ’
charge Class 3
Service Area 2,500 yen 2,750 yen 2,350 yen Bank transfer:
Business Class 2 2,350yen | 2,600 yen 5 200 ven 2,100yen
use ServiceArea | (2,400 yen) (2,850 yen) s Over-the-counter
Class1 2,300 yen 2,550 yen ment: 2.400 ven
SeviceArea | (2.400yen) | (2800yen) | 20%0ven | PAYmen-&ATly

* Classes of Service Areainclude Class 3: large-scale, Class 2: medium-scale

* Figuresin parenthesis are for basic touch-tone charge

* Telephone installation charges for the subscriber telephones of NTT East and West indicate the installation
charge in the case of existing internal wiring being available for use

(Source) Websites of respective business operators

1% Figures indicate the basic charges (residential use) (excluding tax) in the “ Class 3 Service Area’,

including metropolitan areas, where the basic charges are the highest.
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[2] Call charges

No significant changes have been observed in call charges since FY 2005. Examining changes
in long distance call charges of relay telephones, for example, reveals there have been no
noticeable changes in recent years since the provision of the “Platinum Line™” servicesby NTT
Communications.

[Figurel-16 Changesin call charges of relay telephones (long distance)]
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(Source) Websites of respective business operators

1 A discount servicein call chargesif all four MyLine Plus call categories (local, in-prefecture long
distance, out-of -prefecture, and international) are registered for with NTT Communications.
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[Figurel-17 Changesin call charges of relay telephones (medium distance)]
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[Figurel-18 Changesin call charges of relay telephones (local)]
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(Source) Websites of respective business operators, Telecommunications Carriers Association
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[3] Level of fixed telephone fees

Levels of user fee vary depending on the business operator and plan, etc. However, for use as
an index to analyze them at asingle price level the changes in the Consumer Price Index (CPI),
which measures changes over timein the price level of consumer goods and services purchased by
households nationwide, were also considered beneficial.

12

Examining changes in 2005-base “tel ephone charges™” reveals a decreasing trend until 2005

but which then levelled off, similar to changes in the above mentioned basic and call charges.

[Figurel-19 Changesin Consumer Price I ndex (2005-base) of fixed telephones]
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(Source) Ministry of Internal Affairs and Communications

12 Computing the price index of “telephone charges’ (item code 7410) involved a monthly price index
being calculated using a specific formula. More concretely, the price was calculated by [1] selecting
multiple business operators with a high traffic share, [2] adding up the basic charges (sum of weighted
average call charges by line type, touch-tone line or rotary-dial line, and line service charges) and call
charges (monthly average call charges estimated from the Family Income and Expenditure Survey and
corrected by distance, time of day, and communication volume, etc.) of the fixed subscriber tel ephones of
NTT East and West, [3] adding up basic charges (sum of basic service charge and telephone installation
charge) and call charges (monthly average call charges estimated from the Family Income and Expenditure
Survey and corrected by distance and communication volume, etc.) of direct access telephones, and [4]
cal culating the weighted average of the price of the subscriber telephones of NTT East and West and direct
access telephones by number of subscribers by business operator/plan. The price was then used as the base
price index (base year=100).
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[4] Interconnection charges

The provision of subscriber telephone services requires network connections through the GC*
or ZC* of NTT East and West and business operators (including the sectors of NTT East and West
that use these facilities) and involves an interconnection charge being paid to the management
sectorsof NTT East and West. Examining changes in the interconnection charges reveals them to
have been on a decreasing trend from FY 2005, when the model was reviewed™ with
consideration given to changes in the environment, including restrained new investment, etc., but
which then turned to an increasing trend in FY 2010.

[Figurel-20 Changesin GC and ZC]
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(Source) Ministry of Internal Affairsand Communications

13 Group Center refers to subscriber exchange stations that unite subscriber lines within the regions.
4 Zone Center refers to relay exchange stations that unite lines from GC and relay to other stations.
> The “MIC Ordinance to Amend Part of the Rules for Interconnection Charges’ (MIC Ordinance No. 14
of 2005) provided for the NTS (Non-Traffic Sensitive) costs (cost of switching nodes, etc. that depend on
the number of calls but not the communication volume) to be gradually deducted from interconnection
charges and for the interconnect chargesto be calculated annually using the (estimated) amount of trafficin
the second half of the previous fiscal year and the first half of the fiscal year in concern. In addition, the
“MIC Ordinance to Partially Amend the MIC Ordinance to Amend Part of the Rules for Interconnection
Charges’ (MIC Ordinance No. 10 of 2008) provided for the cost of transmission between RTs (Remote
Terminal: a unit established between subscribers’ homes and switching stations where subscriber switches
are installed which can reduce terminal cable maintenance cost by accommodating multiple metal cables
and then transmit viaoptical fiber) and GCsthat is not practically included in the subjects for compensation
for universal servicesto be gradually included in the interconnection costs.
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Provision of new direct access tel ephone services require the use of the metal subscriber lines
(so-called dry copper) of NTT East and West that are available with competing business operators
then paying an interconnection charge for use of them to NTT East and West. With some other
forms of that interconnection the optical fiber (so-called dark fiber) of NTT East and West that is
availableis used to provide OABJ-1Ptelephones. In this case, competing business operators pay an
interconnection charge for use of the dark fiber to NTT East and West.

Examining changes in interconnection charges for dry copper in the forecast of the former new
direct access telephones as a representative example reveal s interconnection charges to have been
on an increasing trend over the last few years.

[Figurel-21 Changesin interconnection chargesfor dry copper]

Date of approval NTT East NTT West

1,905 yen 1,905 yen
Dec. 15, 2000 Line management/ 1line 157 yen 157 yen
operational costs 1 bill 128 yen 128 yen
1,790 yen 1,790 yen
Jan. 31, 2002 Line management/ 1line 143 yen 143 yen
operational costs 1 bill 126 yen 126 yen
1,690 yen 1,803 yen
Feb. 14, 2003 Line management/ 1line 139 yen 147 yen
operational costs 1 bill 125 yen 125 yen
1,290 yen 1,390 yen
Oct. 29, 2003 Line management/ 1line 139 yen 147 yen
operational costs 1 bill 125 yen 125 yen
1,256 yen 1,318 yen
Feb. 17, 2004 Line management/ 1line 129 yen 135 yen
operational costs 1 bill 130 yen 134 yen
1,248 yen 1,256 yen
Mar. 1, 2005 téﬁggggggg‘;gt/ 1line 118 yen 112 yen
1,205 yen 1,241 yen
Mar. 3, 2006 tér:ai?ggggg?;gt/ 1lline 129 yen 164 yen
1,204 yen 1,254 yen
Feb. 26, 2007 téﬁggggggg‘;gt/ 1line 107 yen 139 yen
1,216 yen 1,294 yen

Mar. 27, 2008 Line management/ .
operati onZIgcosts Lline 69 yen 89 yen
1,261 yen 1,300 yen

Feb. 24, 2009 Line management/ .
opera onZIgco s 1line 62 yen 78 yen
1,353 yen 1,333 yen

Mar. 1, 2010 Line management/ .
operati on:Igco s 1lline 41 yen 58 yen

(Note) Monthly charge per line that competing business operators pay to NTT East and West are the sum of the
respective costs for the respective fiscal year.

(Example: In the case of approval in Mar. 1, 2010 by NTT East the monthly charge per line would be
1,353 + 41 = 1,394 (yen))

(Source) Ministry of Internal Affairsand Communications
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(2) Market concentration
1) Fixed telephone mar ket

The share of NTT East and West of the number of subscriptions in the fixed telephone market
(subscriber telephones of NTT East and West and OABJ-1P telephones) has been on a downward
trend due to the dissemination of new direct access telephones, but was still at the extremely high
level of 82.9% as of the end of March 2010. In addition, the HHI also remained at the extremely
high level of 6,951 as of the end of March 2010, although it has been gradually declining.

[Figurel-22 Changesin shareand HHI of NTT East and West in number of subscriptionsin
fixed telephone market]
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(Note 1) The share of NTT East and West includes both the fixed telephones of NTT East and West (including
ISDN) and 0ABJ-IP telephones (number of user numbers).

(Note 2) HHI was calculated by regarding NTT East and West as one company.

In addition to nationwide figures the number of subscriptions, HHI, and share of the top three
business operators being examined by geographical market revealed the share of the top three
business operators to exceed 90% of the nationwide, Eastern Japan, and Western Japan markets.
The HHI was a'so around 7,000, thus indicating an extremely high market concentration.
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[Figurel-23 Changesin shareand HHI of top three business operator s of number of
subscriptionsin fixed telephone market]

Category Nationwide Eastern Japan Western Japan
(as of March 2010) (as of March 2010) (as of March 2010)
Number of subscriptions 57.86 million 29.10 million 28.76 million
HHI 6,951 7,622 7,554
Share of top three 94.4% 96.4% 92.4%
business operators
Top three business NTT East and West NTT East NTT West
operators KDDI KDDI KDDI
SoftBank Telecom SoftBank Telecom K-Opticom

(Note 1) The nationwide HHI and share of the top three business operators were calculated regarding NTT East
and West as one company.

(Note 2) The estimated figures for 0ABJ-IP telephones (number of user numbers) was cal culated using the
percentage of individual business operators to the number of user numbers by prefecture as of the end
of September 2009 (and part of the end of September 2008).

(Source) Ministry of Internal Affairsand Communications

2) Relay telephone market (sub-market)

The market share of relay telephones was cal culated by adding the number of registrations in
thefour MyLine/MyLine Pluscall categories (local, in-prefecture long distance, out-of-prefecture,
and international) to the number of subscriptions of direct access telephones, CATV telephones,
and OABJ-1P telephones (number of user numbers) for each call category . The share of the NTT
Group as of the end of March 2010 was 75.3% for local calls, 73.5% for in-prefecture long
distance calls, 72.5% for out-of-prefecture calls, and over 66.4% for international calls. NTT
Group has a share of over 70% of domestic calls and over 60% of international calls. In addition,
changesin the HHI revealed the shares to be on a downward trend in each call category.
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[Figurel-24 Changesin share of subscriptionsof relay telephones (local calls/nationwide)]
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(Note) The number of user numbers of OABJ-IP telephones as of the end of March 2003 and of the end of March
2004 was based on the questionnaire survey of business operators.
(Source) Ministry of Internal Affairs and Communications, MyLine Council

[Figurel-25 Changesin share of subscriptionsof relay telephones (in-prefecture long
distance calls/nationwide)]
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(Note) The number of user numbers of OABJ-IP telephones as of the end of March 2003 and of the end of March
2004 was based on the questionnaire survey of business operators.
(Source) Ministry of Internal Affairs and Communications, MyLine Council
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[Figurel-26 Changesin share of subscriptions of relay telephones (out-of-prefecture

calls/nationwide)]
100% 6000
90% [—|[eor 2408 L= — —
734 5259 : 7.5
@— 59 sioe]_ @- | s00c
137% —
80% 138% 14.1% 12.9%
70% 004
1 4000
60%
50% 3000
40%
7204 7084 - | 200
30% . 58.8%
20%
1 100Q
10%
0% . - 0
02.3 03.3 04.3 05.3 06.3 07.3 08.3 09.3 103

X cothers EscftBank Telecom CAKODI EENTT Eastand West (JAELIF telephones) B T Communications (including DAB-IP telephanes) == -]
(Mar. 2004 on)

(Note) The number of user numbers of OABJ-IP telephones as of the end of March 2003 and of the end of March
2004 was based on the questionnaire survey of business operators.
(Source) Ministry of Internal Affairs and Communications, MyLine Council

[Figurel-27 Changesin share of subscriptionsof relay telephones (international

callg/nationwide)]
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(Note) The number of user numbers of 0ABJ-IP telephones as of the end of March 2003 and of the end of March
2004 was based on the questionnaire survey of business operators.
(Source) Ministry of Internal Affairs and Communications, MyLine Council
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In addition to the share of business operators of the number of subscriptions their share of the
communication volume (number of calls and communication time) can also be identified for relay
telephones. Examining changesin the share of NTT East and West and NTT Communi cations of
the communication volume for local, in-prefecture long distance, and out-of-prefecture calls by
number of calls and communication time reveaed the share of NTT East and West to be 51.6%
(number of calls) and 53.9% (communication time) of local cals, 34.9% (number of calls) and
38.6% (communication time) of in-prefecture long distance calls, and the share of NTT
Communications 50.7% (number of calls) and 51.6% (communication time) of out-of-prefecture
cals as of the end of March 2009.

Examining changesin the share of KDDI of the communication volume with international calls
by number of calls*® and communication time revealed them to be 25.1% (number of calls) and
28.3% (communication time) as of the end of March 2009.

The share of the NTT Group islow with in-prefecture long distance and out-of -prefecture calls

when compared to the share of number of subscriptions.

[Figurel-28 Changesin shareof NTT of communication volume (number of
calls’‘communication time) (local calls)]

{millign howrs)

03.03 04.03 0503 06.03 07.03 08.03 09.03 0303 04.03 0503 06.03 07.03 08.03 09.03
BNTT East and West BNTTC BKDDI = Telecom B Others BNTT East and West BNTT Communica tions BKDDI B SoftBank Telecom DOthers

(Source) Ministry of Internal Affairs and Communications

1% Aggregation of the communication volume takes time and hence the latest datawas for FY 2008. Dueto
the limited data the traffic of OABJ-IP tel ephones and 050-1P tel ephones were not included in the
communication volume data.
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[Figurel-29 Changesin shareof NTT of communication volume (number of
calls’‘communication time) (in-prefecture long distance calls)]
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(Source) Ministry of Internal Affairs and Communications

[Figurel-30 Changesin shareof NTT of communication volume (number of
calls’communication time) (out-of-prefecture calls)]
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(Source) Ministry of Internal Affairs and Communications

[Figurel-31 Changesin share of KDDI of communication volume (number of
calls’communication time) (international calls)]
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(Note) The scope of business operators subject to making reports was expanded in March 2005 and thus the

figures cannot simply be compared.
(Source) Ministry of Internal Affairs and Communications
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3) 050-1 Ptelephone market (sub-market)

The share of the top three business operators of 050-1P tel ephones hasremained basically at the
same level since 2007 and was 84.3% as of the end of March 2010. The HHI has aso not
significantly changed since 2006 and was 3,168 as of the end of 2009.

It should be noted, however, that the existence of business operators that are providing retail
services along with wholesale services provided by business operators to whom the number is
allocated is not reflected in the share of number of user numbers.

[Figurel-32 Changesin share of top three business operators of 050-1P telephones]
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(Source) Ministry of Internal Affairsand Communications
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3. Analysis of geographical markets

When analyzing geographical marketsin fixed telephone domains the markets, in principle, get
delimited into the two regions of Eastern Japan and Western Japan, as with the business zones of
NTT East and West. Because of the development of OABJ-1P telephones electrical power-related
business operators entering the market, however, analysis was also conducted on 10 regiona
blocks nationwide as necessary in consideration of the business zones of the electrical
power-related business operators. The analysis here, therefore, involves 10 regional blocks
nationwide.

Examining the number of subscriptionsin fixed telephone domains by regional block reveal ed
the number for Kanto to account for 36.4% the of total (nationwide), Kanto and Kinki over 50%,
and Kanto, Kinki, and Tokai 65%. Due to the limitation of available data, however, the number of
user numbers of 0ABJ-1P telephones was determined by allocating the number of user numbers as
of the end of March 2010 according to the share as of September 2009 or September 2008.

[Figurel-33 Number of subscriptionsfor 10 regional blocksand percentageto national total
(March 2010)]

Category Hokkaido Tohoku Kanto Tokal Hokuriku

Number of 2.60 million 4.81 million 20.90 million 6.84 million 1.26 million
subscriptions

Percentage 4.5% 8.4% 36.4% 11.9% 2.2%

Category Kinki Chugoku Shikoku Kyushu Okinawa

Number of 976million | 336million | 178million | 563million | 0.49 million
subscriptions

Percentage 17.0% 5.8% 3.1% 9.8% 0.9%

(Note) Thefiguresfor the Tokai blockswere calculated by combining the regionswhereboth NTT East and NTT
West are providing services and regarding NTT East and West as one company.

(Source) Ministry of Internal Affairsand Communications
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4. Analysis of IP telephone market

Many users do not recognize the difference between a 050-1P tel ephone and a 0ABJ-IP
telephone and hence they are also generally combined when collecting/adjusting various statistical
data. 050-1P telephones and OABJ-1P tel ephones were therefore combined as being part of the “1P
telephone market” and then analyzed as such.

The number of user numbersof all IPtelephones was 23.15 million as of the end of March 2010
and the percentage of OABJ-1P telephones has been rapidly rising. The percentage of 050-1P
telephonesto overall 1P telephones was 44.8% and that of 0ABJ-1P telephones 55.2% as of the end
of 2009, and that of 050-1P telephones 37.2% and that of OABJ-1P telephones 62.8% as of the end
of march 2010, thus indicating that the difference is increasing.

[Figurel-34 Changesin number of user numbersof | Ptelephones]
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(Note) Figures are taken from those reported in accordance with Article 2 of the Rules for Report from
Telecommunications Business.
(Source) Ministry of Internal Affairsand Communications

28



5. Assessment of status with competition
(1) Trendsin FY 2009
1) Trendsin shareof NTT East and West

The number of subscriptions of all fixed telephones has been decreasing every year and was
57.87 million as of the end of March 2010. And although the share of NTT East and West
(subscriber telephones of NTT East and West and OABJ-IP telephones) has been gradually
declining, it continued to remain at the high level of 82.7% as of the end of March 2010.

In addition, direct access telephones turned to adecreasing trend while CATV telephones have
been levelling off.
2) Expansion of | Ptelephone market

With further the dissemination of FTTH the number OABJ-1P tel ephones has been increasing,
with the number of user numbers having reached 14.53 million as of the end of March 2010.
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(2) Examination from users point of view

Users' intentions in the fixed telephone domain are considered here with regard to the major
items from the results of the “FY 2009 Results of the First Telecommunications Service Monitor

Questionnaire Survey” .

First, of those that responded that they do not use fixed tel ephone services 83.3% gave the
reason as “using mobile phones’. Rather than the changing handset according to the situation with
fixed telephones and mobile communications, therefore, use of a single tel ephone service handset
instead is considered to be a growing trend.

[Figurel-35 Reasonsfor not subscribing to fixed telephone service (up to two choices)]

o 10 20 30 40 50 60 70 80 20
20.0
1. Expensive usage fee 231
10.7
18.6
2. Initial cost (subscription fee, etc.) too expensive 12.3

3. Not at home very much

4. Use a mobile phone 75.4

83.3

5. Use PHS 15
1.2

24.3
6. Don't use telephones very much 23.1

155
(2009) n=84

4.3 _
7. Others 7.7 (2008) n=65
14.3 (2007) n=70

m 2007 m 2008 = 2009

(Source) Ministry of Internal Affairsand Communications
“FY 2007 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2008 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey”

Next, with regard to the reason of those subscribing to fixed telephone services for selecting
those services, “have used the services for along time” was the highest percentage at 44.5%,
followed by reasons concerning the price and reliability of the providers. No significant change
can be observed, in general, except that the number of responses regarding the “ availability of aset
discount with mobile phones or the internet, etc.” increased.

7 Published May 19, 2010. Refer to
http://www.soumu.go.jp/menu_news/s-news/02kiban08_02000040.html.
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[Figurel-36 Reasonsfor selecting the fixed telephone service subscribed to (up to two
choices)]
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(Source) Ministry of Internal Affairsand Communications
“FY 2007 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2008 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey”

With regard to the fixed tel ephone services subscribed to the aggregation was made separately
for those that had changed from other fixed telephone services to the services that they are
currently using and for those who have been using their current service without having changed.

Many responded with price-related reasons for changing services, athough the percentage had
declined from the previous year, with the highest percentage being “availability of a set discount
with mobile phones or the internet, etc.” at 43.6%, followed by “inexpensive fees of fixed
telephone service subscribed to” at 42.5%.

In contrast “superior brand and reliability of the business operator” was the highest percentage
at 41.6% for the reason of those who had not changed services. In addition, a certain percentage
responded with reasons concerning inexpensive fees and a set discount for the fixed telephone
subscribed to.
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[Figurel-37 Reasonsfor changing to fixed telephone service currently subscribed to (up to

two choices)]
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(Source) Ministry of Internal Affairs and Communications
“FY 2007 Results of the First Telecommunications Service Monitor Questionnaire Survey”

“FY 2008 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey”
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[Figurel-38 Reasonsfor not changing fixed telephone service currently subscribed to (up to
two choices)]
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(Source) Ministry of Internal Affairs and Communications
“FY 2007 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2008 Results of the First Telecommunications Service Monitor Questionnaire Survey”
“FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey”

Considering the increase in the number of people responding they regularly use mobile phones
and the number that attach greater importance to the price level, including a set discount with other
services, other services, including the provision of fixed tel ephones and mobile tel ephones/internet
connection services in sets, may have an impact on the share of the fixed telephone market. This
survey was merely a monitor survey, and thus it should be noted that the following examination
may not necessarily match the opinions of the overall or representative users.
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(3) Market dominance
1) Fixed telephone mar ket
[1] Existence of market dominance

After taking into general consideration the following determining factors, etc., NTT East and
West were deemed to be in a position of being capable of independently exercising market
dominance. The current market structure and status with competition between business operators
makes the probability of NTT East and West, having the top share in the market, being in the
position to be able to control the price and other conditions quite high.

a) Quantitativecriteria

The share of NTT East and West of the fixed tel ephone market is on a downward trend but was
still much higher than that of other competing business operators at 82.7% as of the end of March
2010. NTT East and West continue to be in a dominant position in the market.

b) Other major determining factors

NTT East and West not only have the largest share of the number of subscriptionsin the market
but also continue to have alarge share of the pertinent facilities. As of March 2010 their share of
the number of subscriber lines, including both metal cables and optical fiber, was 87.9%, and that
of optical fiber alone 77.3%".

Competing business operators therefore need to rent facilitiesfrom NTT East and West in order
to provide their own services. NTT East and West can then impose on competing business
operators through various procedures, etc. involved in the use of those facilities *°.

Because of the exclusiveness of the market cooperative dominance was not examined.

[2] Exercise of market dominance

After taking into general consideration the following determining factors, etc. the possibility of
NTT East and West independently exercising market dominance is considered low with current
regulations and the market environment.

Measures to restrain/check any exercising of market dominance, including a connection
regulation, action regulation, and price cap in accordance with the type 1 designated

'8 This includes those used not only for networks for fixed telephones but also networks used for internet
connections and corporate networks, etc.
19 For example, a new direct access telephone service may be provided through utilizing the dry copper of
NTT East and West.
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telecommunications facility system, have been taken with NTT East and West. The Ministry of
Internal Affairs and Communications has been operating a“ competition safe guard system” since
FY 2007 with the aim of regularly verifying the scope of designated telecommunicationsfacilities
and the effectiveness of successive fair competition requirements on the NTT Group and has been
securing the effectiveness of these measures through that.

In addition, price/service competition has been developed by other business operators
competing with NTT East and West, for example through the provision of new direct access
telephones and OABJ-IP tel ephones, with the use of latter OABJ-IP telephones in particular being
expected to grow even further in thefuture. It istherefore deemed unlikely that NTT East and West
will have any incentive to raise the price of fixed telephones.

Considering the results of the monitor questionnaire survey, however, users selecting fixed
telephone services may be connected to their provision in sets with services in other domains. For
example, provision in sets with 0ABJ-IP telephones may have contributed to the increasein the
share of NTT East and West of the FTTH market (74.4% as of the end of March 2010).

Although measuresto restrain/check any exercising of market dominance, including regulation
on connections, actions, and services in accordance with the type 1 designated
telecommunications facility system, have been taken with NTT East and West an order to improve
their business activities was issued to NTT West on the handling of information obtained from
other telecommunications carriers as part of its business in connection to telecommunications
facilitiesin February 2010. The status with compliance of the competition rules therefore needsto
continue to be closely observed in the future.

2) Relay telephone market (sub-market)
[1] Existence of market dominance

After taking into general consideration the following determining factors, etc. the NTT Group
was deemed to be in a position of being capable of exercising market dominance both
independently and cooperatively.

a) Quantitativecriteria

The NTT Group has the top share of the relay telephone market. As of the end of March 2010
its share of local calls was 75.3%, in-prefecture long distance calls 73.5%, out-prefecture calls
72.5%, and international calls 66.4%. The difference with that of competing business operators
remains large and their share stable. In addition, the share of NTT East and West with
communication volume was 51.6% (number of calls) and 53.9% (communication time) for local
calls, and 34.9% (time of calls) and 38.6% (communication time) for in-prefecture long distance
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cdls.

b) Other major determining factors

MyLine and MyLine Plus with relay telephones require usersto pay “MyLine registration fees
(840 yen, including tax)” per tel ephone number when they change service providers, thus acertain
switching cost arises when the various procedures are included.

In addition, NTT Communicationsis not directly competing in the direct access telephone
market but instead competing with relay telephones through provision of the Platinum Line at low
call charges. NTT East and West and NTT Communications have capital ties through a holding
company, thus a certain connection exists between them, and that could possibly be afactor in
cooperation. Conversely however, cooperation between the NTT Group, KDDI, and SoftBank
Telecom is deemed very unlikely.

In addition, call services with fixed telephones are homogeneous and the market is considered
mature.
[2] Exercise of market dominance

The increase in percentage of 0ABJ-1P telephones in the fixed tel ephone market |eads to the
possibility of market dominance of NTT East and West based on MyLine and MyLine Plus being
exercised on call services in the mature fixed telephone market being considered low.

3) 050-1 Ptelephone market (sub-market)
[1] Existence of market dominance

a) Independent market dominance

After taking into general consideration the following determining factors, etc. no business
operator is considered to bein a position of being capable of independently exercising market
dominance.

i) Quantitativecriteria

As of the end of March 2010 SoftBank BB had the highest share of 42.6% of the 050-IP
telephone market, followed by NTT Communications at 34.8%. The share of SoftBank BB,
however, has been on adeclining trend and that of NTT Communications on an upward trend, thus
their shares are getting close.

ii) Other major determining factors

36



Entering the 050-1P telephone market is not very difficult when compared to other fixed
telephone services, and active price/service competition is considered to be taking place among the
many business operators in the market.

b) Cooperative Market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. multiple
business operators were deemed to be in the position of being capable of exercising cooperative
market dominance.

i) Quantitativecriteria

Thetotal share of the top three business operators of the 050-1P tel ephone market was 84.3%
and their HHI 3,168 as of the end of March 2010, thus indicating that the market is overly
oligopolistic. In addition, their share has been levelling off since 2007.

ii) Other major determining factors

With 050-1P tel ephones a certain homogeneity in terms of the service content, price system,
and quality, etc. is considered to tend to occur in the services of the individual business operators,
including discount price such as free calls between subscribers of the same services.

In addition, the 050-1P telephone market is considered to be maturing because of the gradual
decrease in the number of user numbers, and thus competition for market share through acquisition
of new usersis considered unlikely.

[2] Exercise of market dominance

After taking into general consideration the following determining factors, etc. the possibility
that multiple business operators with the top shares exercising cooperative market dominanceis
considered low.

050-1Ptelephones are positioned as additional servicesto broadband services, including ADSL,
etc., and their importance liesin their ability to easily realize voice communications. In addition,
discount prices, including free calls between subscribers of the same voice services, etc., have
been established and are already known by users. It is therefore deemed unlikely that they would
have the incentive to raise the price of fixed telephones.

(4) Mattersrequiring close observation in the future

Matters requiring close observation in the future with consideration given to the results of the

above assessments are as follows.
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Trendsin the provision of servicesin setswith servicesin other domains need to continue to be
closely observed. With regard to concern over market dominance being leveraged by NTT East
and West in the fixed telephone market into adjacent markets, the share of NTT East and West in
the overall fixed telephone market is declining but dissemination of FTTH and therise in the share
of NTT East and West of the FTTH market could result in the rise of the share of NTT East and
West in OABJ-IP telephones that are provided in setswith FTTH.

Although measures to restrain/check any exercising of market dominance, including
regulations on connections, actions, and services in accordance with the type 1 designated
telecommunications facility system, have been taken with NTT East and West an order to improve
their business activities was issued to NTT West on the handling of information obtained from
other telecommunications carriers as part of its business in connection to telecommunications
facilitiesin February 2010. In consideration of that the existence of market dominancein the fixed
telephone market being leveraged into adjacent markets needs to continue to be closely observed.

Other than that the status with competition within the fixed telephone domains and
development of bundled services, including integration of fixed/mobile telephones with the
development of FMC, will need to continue to be closely observed.
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[Reference] Charges of major services of fixed telephones (as of the end of March
2010)

(1) Charges of subscriber telephonesof NTT East and West, direct accesstelephones, and
CATYV telephones

Basic charges Call charges (per 3 minutes, 8:00-19:00 Others
Residential use In-prefecture long distance
SUEE Out-of-
Business oper ator Class3 | Class2 | Class1 Mz prefecture|  Call to mobile CalltolP
Local ithi
Service | Service | Service |1SDN 64 Within 20 kmbut | Over 60 | over 100|  telephones telephones
km within 60 km K
Area | Area | Area m
km
« If both local and in-prefecture long distance
calls are registered with NTT East in MyLine
* Charges vary Pluswhen using FLET'SISDL or FLET'S
depending on " Chargesvary |\ g 21006 discount appliesto the monthl
Subscriber [\ 1,700 | 1,600 | 1600 | 2780 | 85 20 30 40 B meé’b”e ) agephone depeningon P |0 2D an Y
telephones (1,785) | (1,680) | (1,680) | (2,919) | (8.925) (21) (31L5) (42) business operator ;d?;(;?e business |, Excluding FLET'S ADSL Entry Type
(using 0036) P « In addition to the charges in the left columns a
universal service charge of 8 yen (8.4 yen) per
month is required for each telephone number
SoftBank Telecom 149 100
7.89 : ! 1 . i tonei
(former Japan 1500 | 1350 | 1,350 | 2,580 (02845 (15.645) 25/min. - C(;fgf o |- ggﬂﬂ‘g?&iﬁ?gﬁ“w tonein case of
Telecom) (1,575) [(1,417.5)|(1,417.5)| (2,709) L (Simple (26.25/min.) P
/ (Simple Plan) numbers
(Otoku Line) Plan) .
(Simple Plan)
+ Charges for calls from au mobile phones to
30(31.5) fixed phones at home have a 50% discount with
(call to mobile “au -> My Home Discount” (same for Hikari
New direct phone other than one phone, au one net ADSL, 050 number
access 1,400 (1,470) SoftBank) Srvp&s cei)leplus Dhong and for registering
telephones +In case of payment through bank N Vf i 100 MlengHuSW|th KDDI in three or more
KDl transfer or credit card 85 2 30 40 g "lgoiaTs’efG 4‘587‘2g 109 « Dia [:? Metal-plus telephone course of au one
. n i g . . R ¥
(Metal-plus) 1500 (1,575) in case of over-the- (8.925) (21) (3L5) (42) (84) yen/minute for calls In case of 050 net offers full time connection with monthl
counter payment numbers
+ ISDN for persondl use not available to au mobile phones| fixed charge of 945 yen (free of communication
(au discount) and charges)
17.325 yen/minute « 105 yen is deducted from monthly charges if
(including tax) the au bill and the bill of KDDI Metal-plus
otherwise telephones, ADSL one, Hikari one (au one net)
au one net, or MyL ine are consolidated.
[Heavy user discount]
The following discount appliesto call charges
« 8,000 yen or more but less than 40,000 yen:
79 255 68.0 525 8% discount
® 2'95) @6 7'75) (71‘4) (85.125) + 40,000 yen or more: 10% discount
- - : (DOCOMO) 29 [Toku Toku Talk (monthly fixed charge of 250
(10.395) yen)]
Jupiter *5.0 *15.0 *40.0 54 .
— 1,330 *
CATV T eecommunications (65250 | (1575 (42.0) (56.7) Universal charges| (263 yen) : )
telephones N (1,397) across all business |Universal charges for in-prefecture long distance
(J:COM PHONE) between | between between (au, SoftBank)
N N N operators to which |calls and out-of-prefecture calls
JCOM JCOM +COM calsaremade |In-prefecture long distance: 7.9 yen (8.3 yen) /3
PHONE | PHONE PHONE 585 - 9 - (9yen(85y,
i i i 61.425) )
subscribers) subscribers subscribers (E(M OBILE) Out-of-prefecture: 14.8 yen (15.5 yen) / 3min.
Free call charges of 10,000 yen (10,500 yen) for
calls to specific destinations (J:COM PHONE,
JCOM MOBILE)
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(2) Relay telephone char ges

Basic charges Call charges (per 3 minutes, 8:00-19:00)
Residential use In- Out-of- call to
Businessoperator ["~5s3 | Class2 | Class 1 Local prefecture, | prefecture, mobile CalltoIP
Service | Service | Service | ISDN 64 within | 100 km or telephones telephones
Area Area Area 60km over
48.0
NTT
_ 8.0 15 (50.4)
Communications
(Platinum Line) 84) (1575)
(using 0033)
SoftBank Telecom 85 30 80 54
(MyLine Plus) (8.925) (31.5) (84) (56.7)
49.5
51.975
KDDI 8.5 30 80 ( )
MyLine Plus) 8.925 315 84
(My ) (8925 | (315 @) | ncaseof
calstoau
(3) OABJ-1Ptelephone charges
Monthly service Call charges
charge (service
chargeincludes
. adapter usage fees, .
c?;esrgifrs Service etc., and access SEEs C:” to f')f(edh Call to mobile ot Note
network feesand subscribers tbelep ones of other telephones Call to the USA|
provider chargesare USINEss operator's
also additionally
necessary)
[1] 16 yen/ min.
(16.8 yen) : Call charge to | P telephones (050
[2] 17.5yen/ min. numbers) vary between 10.4 yen
1,500 yen (1,525 yen) (18.375 yen) ary between 10.2 Y
o : and 10.8 yen depending on the
- * Hikari Denwa A ) ) [3] 10.8 yen/ 3 min. .
Hikari . 8yen/3min. 8yen/3min. ) business operator of the IP
NTT East includes free call (11.34 yen) 9yen/ min. ;
Denwa charge of 480 yen (504 (8.4 yen) (8.4 yen) * [1]-[3] charges telephone (3 min.)
9 - Additional channels or numbers
yen) vary depending on ;
: areaso available.
the business operator
to which the
connection is made
50% discount for calls from au
mobile phones with “au -> My
Home Discount”.
au: 15.5yen/ min. Free calls from au mobile phones
- ! ! (16.275 yen) to home if au Home Phone used at
KDDI Hr:ﬁiz o | 5o0yen(525yen) | © 32‘;”4/ 3(9:;' n| 8 32:”4/ 3;3' n 9yen/min. [home.
P 4y 4y Others: 16 yen/ callsto KDDI-IP telephones (050
min. (16.8 yen) numbers) and | P telephones of
affiliate 1SPs are free of charge
with optional 050 number services|
(KDDI-IP telephones).
6 prefecturesin
Kinki block: 7.4 yen
At eo Hikari 286 yen /3min. (7.77 yen) | 18 yen/ min. (18.9 ) Calls to 050-1P telephones of
K-Opticom Denwa (300 yen) Oyen yen) 6yen/min. affiliate |SPs are free of charge.
Others: 8yen/3
min. (8.4 yen)
. Call charges to 050-1P telephones
0 ven 2r151|}r/1622(g?,5“ m;))/ of affiliate |SPs are the same as
SoftBank  |Hikari BB Y 7.99 yen/ 3 min. He0.eoy 7.99yen/3 |domestic call charges.
1,550 yen (1,627 yen) | (including BB .
Telecom  |Phone (8.3895 yen) I min. Callsto some BB Phones may not
Phones) 20 yen (nighttime) /
min. (21 yen) be free of charge unless 050
’ number is used.
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(4) 050-1 P telephone charges

. Call charges I P networ k
Service Between . M obile wholesale Note
charges :
g subscribers Domestic phones USA suppliers
9yen/min. ) I
) ! ) Can be used with “Hikari
OCN.Phone Oyen Oyen 8yen/3min. | 16yen/min. | (excluding INTT 500 66N Phone has the
(8.4 yen) (16.8 yen) Guamand |[Communications |~ . )
’ priority when making calls.
Saipan)
Oyen au: 15.5yen/ Low price type ADSL plans
(150 yen (157 | min. (16.275 include a plan with I P telephones
KDDI-IP ; 8yen/3min. yen) ; .
Oyen yen) in case of 9yen/ min. |KDDI and a plan without | P telephones,
telephones S (8.4 yen) . .
Hikari one/ADSL Others: 16 yen with theforma being 294 yen
one) / min. (16.8 more expensive.
nifty Phone-C:
L Oyen @nifty Free calls between @nifty
(limited to calls Type F NTT
" Phone-C and F
between the same| 2.5yen/ min Communications 8 )
) ) ) g g @nifty Phone-C, F and @nifty
@nifty Phone type or to 8yen/3min.| 18yen/min. ) .
Oyen S Type C. K |@nifty Phone-F:  |Phone-K uses IP network of a
(CFK) destinations (8.4 yen) (18.9 yen) ype: €, )
) 9ven/ min. |PldaNetworks [different group and thus calls
subject to free Y 4 .
calls of respectivel ) | between different typesresuit in
€sp @nifty Phone-K: acal charge.
type) KDDI
(5) Chargesfor triple play services
Business Telephone Internet connection Television service Integrated charges
oper ator
KDDI 8.4yen/3min. (OAB-J) |100 M at maximum Multi-channel broadcasts (50 9.660 yen (Hikari one Home)
(Hikari one) * 050 IPtelephonesare  [(Hikari one network  [ch.) 6,615 yen (Hikari one Mansion type E
also available as an option |service) VOD (approx. 5,000 videos) (Ethernet))
Multi-channel broadcasts 8,966 yen (Y ahoo! BB Hikari TV package
SoftBank BB ) . (Channel service: 35 ch.) A
(Yahoo! BB 8.3895 yen/ 3 min. 100 M at maximum VOD (Home) + BB Phone Hikari)
L (OAB-J) (Yahoo! BB Hikari) L . 14,766 yen (Yahoo! BB Hikari TV package
Hikari) (Electronic video rental service: . o
. (Mansion) + BB Phone Hikari)
approx. 5,000 videos)
* * *
Multi-channel broadcasts (basic 9’975 yen (*1,%2,*3) .
NTT East, . - ) (For independent houses (Home type):
8.4yen/3min. . service: 10 ch., premium AN )
Plaa 100 M at maximum ] Plala Hikari Triple Pack/discount plan)
(050/Plala Phone) \ channels: 20 ch. or more, total
Networks, . (BFLET'S) . 7,139yen (*1,*3,*4)
(OABJ-IP/Hikari Denwa) channels: 70 ch. or more) - . .
|-Cast VOD (approx. 10,000 videos) (For apartment buildings (Mansion type):
approx. 25, Plala Hikari Triple Pack/discount plan)
8.295yen/ 3 min. 40 M &t maximum Multi-channel broadcasts (100 [8.800 yen (Otoku Plan 40: J:COM NET
JCOM Tokvo (OAB-J) (3:COM NET 40M ch. or moreincluding terrestrial |40M Course + J:COM TV Digital +
' Y (Between J:COM 3.5yen/ Cc.>urse) broadcasting, BS, and CS) J:COM PHONE)
3min.) VOD (approx. 13,000 videos)  [* Regular pack price 10,815 yen
7.77yen/ 3 min. Multi-channel broadcasts 8._700_yen (€0 Hikari TV Basc HD + o
P . Hikari Denwa + eo Hikari Net (Home
(6 prefecturesin Kinki 100 M & maximum (Compact 31 ch., Basic HD 67 type) 100M Course)
K-Opticom block) ch, Premium HD 83 ch., P

8.4 yen/ 3 min. (others)
(0AB-J)

(eo Hikari Net)

including terrestrial
broadcasting, BS, and CS)

8.025 yen (K-CAT eo Hikari TV Basic HD
+ eo Hikari Denwa + eo Hikari Net
(Mansion type)

*1 - Internet connection service and video distribution service “Hikari TV” support NGN (FLET’ SHikari Next).

*2 - Incaseof using B FLET’ SHyper Family Type of NTT East. Including equipment usage fee, tuner rental fee,
and interior wiring installation charge, etc.

*3 - Not included in monthly basic charge of Hikari Denwaof NTT East.

*4 - |n case of using B FLET’ S Mansion Type Plan 2 of NTT East. Including equipment usage fee and tuner
rental fee, etc.

(Source) Websites of respective business operators
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Chapter 1 Market Delimitation within Mobile Communications Domain

This chapter outlines market delimitation within the mobile communications domain.

1. Delimitation of service markets

The conventional idea of regarding voice and packet communications, and mobile phones and
PHS as one market has been adopted in the delimitation of service markets. In addition, mobile
phones and PHS were regarded as being sub-markets.

Public wireless LAN market delimitation could not take place due to the unavailability of any
detailed data.

[Figurell-1 Delimitation of service marketsin mobile communications domain]
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2. Delimitation of geographical markets

In the geographical market delimitation attention was paid to
[1] Regions where the number of service providers differs and
[2] Regions where service providers differ even if the number of them was the same,
with the mobile phone market being delimited into two regional markets nationwide (Okinawa
prefecture and others) and the PHS market as one nationwide market. The number of subscriptions
of mobile phones in the overall mobile communications markets being overwhelmingly large
resulted in analysis of the mobile phone market being made with necessary modifications where

appropriate.



[Figurell-2 Delimitation of geographical marketsin mobile communications domain]
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3. Markets subjected to assessment/analysis

The percentage of PHS within the overall mobile communications market with regard to the
number of subscriptionsis extremely small (approximately 3.5% of the overall mobile
communications markets (as of the end of March 2010)) and hence the PHS market was not
subjected to the assessment/analysis as it was in the case of Competition Review 2008.



Chapter 2 Analysis of Major Indices in Mobile Communications
Domain

This chapter analyzes the major indices in the mobile communications domain.

1. Market size
(1) Number of subscriptions of mobile communications services

The number of mobile communications service subscriptions has exceeded 100 million and is
still on an increasing trend, although the rate of increase is slowing down. The number of mobile
phone subscriptions has been increasing whereas that of PHS has been on a decreasing trend.

[Figurell-3 Changesin number of subscriptions of mobile telecommunications services)
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(Note) The number of mobile phone subscriptions is the total number of NTT DOCOMO, KDDI (including
Okinawa Cellular), SoftBank Mobile, and EMOBILE subscriptions. The number of PHS subscriptionsis
that of WILLCOM only and does include that of K-Opticom asit only provides data communication
services.

(Source) Telecommunications Carriers Association, Ministry of Internal Affairs and Communications

The migration from 2G to 3G is steadily progressing with mobile phones, with the percentage
of 3G to number of mobile phone subscriptions having reached 97.2% as of the end of March 2010.
In addition, al business operators have either stopped providing 2G services or accepting new
subscriptions.



[Figurell-4 Changesin number of subscriptions of mobile phones]
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(Source) Telecommunications Carriers Association, Ministry of Internal Affairs and Communications

[Figurell-5 Changesin number of subscriptions by business operator]
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(Source) Telecommunications Carriers Association, Ministry of Internal Affairs and Communications
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With WILLCOM the number of PHS subscriptions steadily increased from the end of June
2005, basically levelled off at the end of June 2007, and then started decreasing from the end of
March 2008.

(2) Net increase in number of subscriptions of mobile communications services

The net increase in number and share of NTT DOCOMO mobile phone subscriptions was
decreasing but recently turned to an increasing trend. In addition, the net increase in the share of
SoftBank Mobile has remained at a high level since 2007.

[Figurell-6 Changesin net increasein number of subscription of maobile
telecommunications ser vices]

(Unit: 10 thousand subscriptions)
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(Source) Telecommunications Carriers Association



[Figurell-7 Changesin net increase in share of number of subscription of mobile
telecommunications ser vices)
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(3) Number of subscriptions of various services

1) Browser phone services

The number of subscriptions of browser phone services for mobile phones accounted for
83.1% of al maobile phone subscriptions of mobile phones as of the end of March 2010 and has
been increasing at almost the same rate as the number of mobile phone subscriptions.

[Figurell-8 Changesin number of subscriptions of browser phone services for mobile

phones]

(Unit: 10 thousand subscriptions)
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(Source) Telecommunications Carriers Association, Ministry of Internal Affairs and Communications



2) Flat rate services

The number of flat rate mobile phone service subscriptions has been increasing and was 47.46
million as of the end of September 2009; thus indicating a share of 42.3% of all mobile phone
service subscriptions.

[Figurell-9 Changesin number of subscriptions of flat rate servicesfor mobile phones)

{Unit: 10 thousand subscriptions)
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4,000
3,70
3,553
3,500 3,401
3,16
3,056
3,000 78
2,53
2,500
2,19

2,000 8
1.V

1,500 7

1,000 1,081

747
528 636

500

4 30 35

03.12 043 046 049 04.12 053 056 059 05.12 06.3 06.6 06.9 06.12 07.3 07.6 07.9 07.12 083 086 089 08.12 09.3 09.6 09.9

(Source) Ministry of Internal Affairsand Communications



3) Number of official websites

The number of official mobile phone/PHS websites has been increasing with most business
operators. By category the trend is for official game and music distribution, etc. websites to
commonly account for a high percentage of them.

[Figurell-10 Changesin number of official websitesfor browser phone services)
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(Source) Ministry of Internal Affairs and Communications

[Figurell-11 Number of official websites by category] (as of the end of September 2009)
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(Source) Ministry of Internal Affairsand Communications
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2. Analysis of status with competition
(1) Number of business operators

At present mobile phone services are being provided by four MNOs (Mobile Network
Operators), namely NTT DOCOMO, KDDI (including Okinawa Cellular), SoftBank Mobile, and
EMOBILE.

PHS services are only being provided by two business operators *, namely WILLCOM and
K-Opticom, the latter which only provides data communication services.

In addition, MVNOs (Mobile Virtual Network Operators) that provide mobile communications
services as their own brand but using networks provided by MNOs are starting to emerge®”.

1 WILLCOM Okinawais not included because it only involves the resale of WILLCOM services.

2 Guidelines concerning Application of the Telecommunications Business, Law and the Radio Law

pertaining to MVNOs’ formulated by the Ministry of Internal Affairs and Communications define MNOs

and MV NOsto be asfollows.

¢ AnMNO isdefined as being a business operator that engages in the telecommuni cations business
which provides mobile communications services as telecommunications services (hereinafter simply
referred to as “ mobile communications business’) and establishes by itself (including acquisition of
licensee’s position, etc. for established radio stations; hereinafter the same) or operatesratio stationsfor
the said mobile communi cations services.

e AnMVNO isdefined as being a business operator that [1] provides mobile communications services
by using or connecting to mobile telecommunications services provided by an MNO and [2] does not
establish by itself or operate radio stations for the said mobile communications services.

10



[Figurell-12 Changesin number of business operator s]

35
=& Mobile phones
—8—-PHS
30 30 30 30 30
30
Integration of DDI Pocket
Regional split-up of NTT Telephone regional companies
mobile communication 28 28 928 28 (into 9 companies)
network (into 9 companies)
25
Withdrawal of former
ASTEL Group
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20 r
16
15 .
Entry of Digital Phone
and TU-KA Group
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as J-Phone
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5 -
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NTT DOCOMO 5
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0 r r T .
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(Note) *1 - Figures indicate the number of business operators as of the end of the respective fiscal year.
*2 - Companies within a group are regarded as one company.
*3-WILLCOM and WILLCOM Okinawa are regarded as one company.
*4 - Okinawa Cellular and KDDI are regarded as one company.
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(2) Fees
1) Fees

[1] Basic charges

Basic charges for mobile phones are becoming more diverse as fee plans with an amount

equivaent to the sales incentive deducted are being introduced.

[Figurell-13 Changesin basic chargefor 3G mobile phones]|

NTT DOCOMO “Type S8
From Nev. 2005, 3,600 yen . i
(with free commanications worth 1,000 yen) v “Flan S5
From Nov. 2007, 3.600 yen (with free calls worth 1,000 yen)

NTT DOCOMO "FOMA 387 “Plan S§°
From Ot 7001, 3,890 yan iwnnuwmmnmf!;:u?r_n,_u_n_m_@rl-_ — ) ::‘cm':";:"ém& 3600 yen
au Plan S8 L/ {with free calls worth 1,000 ven)
Froen Now. 2003, 3.900 yen twilh free cals worth 1,000 yer) BE—=—=—=r=r=r === === e e e e e e e e e e e
Wodafone “Light Call Pack™ (Fram Moy, 2005 with free // SoftBank Mobile "Orange Plan®
From Dac. 2002, 3,500 yen communications worth 1,000 yer) From Gt 2008, 3,400 yen
(with free communications worth 600 yen) {with free communications worth 1,000 yen)  From Awg, 2007, “Orange Plan (WX} Plan $5°
SoftBank Mobile “Blue Plan Value 55° From Dec. 2007, 1,800 yen (with free communications with 1,000 yen), From July 2008, 1,864 yen (with free commurications worth 1,000 yen)
NTT DOCOMO "Type 55 Value From Nov. 2007, 2000 yen {with free communications worth 1,000 yen) —— 5,
au “Simple Plan 57 (Simple Course) From Now, 2007, 1,000 yen ——— 4, f NTT DOCOMO “Type Simrple” From Feb. 2009, 1,483 yer
au “Flan 58 Simple” From June 2008, 1.864 yen (with free communicabors worth 1,000 yen)
SoftBank Mabde “White Flan™ From Jan 2007, 934 yen (free calls within SoftBank networs)
SofiBank Motxle “Simple Grange 5° From Nov. 2007, 310 yen
[
o4 074 034 D44 05 4 (EET T 0610 071 0R1 X 01

(Note 1) Basic charges for light users of respective business operators are compared here.
(Note 2) Excluding various discount services.

(Note 3) Fee structures of FOMA and mova of NTT DOCOMO were integrated in November 2005 , excluding

packet communication charges.
(Source) Brochures and websites of respective business operators

[Figurell-14 Basic chargesfor NTT DOCOMO (3G, excluding tax)]

(yen)
15.000p— 1
1‘ (15,000 yen with free communications warth 11,650 yen)  anooyenwmnt " p—
: en Tee communications wos k n
Oct, 2001, “FOMA Plan 150° ¥ e
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10,000/ _ . 1
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Oct. 2001, "FOMA Plan 100° f (9,600 yen with free communications worlh 6,000 yen)
g d Mov. 2005, revision of basic charge (plan name also changed to “Type L")
B.000—
(8,000 yen with free communications worth 6,000 yen)
Mow. 2007, newly created “Type L Value™ plan
(6,700 yen with free communications worth 4,050 yen) & B00 yen with free communications worth 4,000 ver!
s 000— Oct. 2001, “FOMA Plan 67" aiaad 000 yert
1 Nov. 2005, revision of basic charge (plan name also changed to “Type M7}
Mow. 2007, newly created “Type M Value™ plan
5,000 yen with free communications worth 4,000 yen
f (4,900 yen with free communications worth 2,050 yen) {4,500 yen with free communications worth 2,000 yen)
. . | wi wnicati 000 y
4,000 Oct. 2001, "FOMA Plan 49 Mow. 2005, revision of basic charge (plan name also changed to “Type 57)
f {3,900 yen with free communications worth 750 yen) é _— —
Oct. 2001, “FOMA Plan 38° (3,600 yen with free communications worth 1,000 yen)
Mo, 2005, revision of basic charge (plan name also changed to “Type S57) 1
(3,000 yen with free communications worth 2,000 yen)
Mov. 2007, newly created “Type S Value™ plan
2,000 t
(2,000 yen with free communications worth 1,000 yen) (1,884 yen with free communications
Nov. 2007, newly created “Type SS Value” plan  worth 1,000 yen)
July 2008, reduced basic charge Feb. 2009, newly created
X ! A \ A \ aof 'Typle 55 Value™ plan |

“Type Simple™ pjan (1 483 yen]

o ’ 0z . 03 ’ 04 . 05 ’ 06 : o ) 08 : 1] FY)

(Source) Brochures and websites of respective business operators
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[Figurell-15 Basic charges of KDDI (including Okinawa Cédllular) (3G, excluding tax)]
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From sune 2008 T (7.900 yen wath frea calls worth 6,300 yen)
Newly created “Plan L Simple™

1‘ {5,900 yen with free calls worth 4,200 yen} !
Nov, 2003, COMA 1X WIN “Plan M ' (6,600 yen with free calls worth 4,050 yen) ’me MNov. 2007
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(Source) Brochures and websites of respective business operators

[Figurell-16 Basic charges of SoftBank Mobile (3G, excluding tax)]
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J 95t 2006, “Orange Plan () Econceny” (3,780 yen with frae communications warth 2,000 ven)
S —

fec 2002, Vodafone "Value Pack”
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(Source) Brochures and websites of respective business operators
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[Figurell-17 Changesin basic chargesfor PHS]

(Manthly charges: yen/month {excluding tax))

WILLCOM Super Pack LL
From Apr. 2001, 12,000 yen (with free calls worth 10,000 yen)

10,000
WILLCOM Super Pack L
5.000 —
NTT DOCOMO Ohanashi Plus L {Jan .2008, termination of service) L

—
WILLCOM Suger Pack 5
From June 1999, 3300 yen [with free communications worth 1,200 yen)

—] WILLCOM Flat Rate Plan  (Jan 2008, termination of service)

NTT DOCOMO Plan 270

From Dec_ 1998, 2700 yen

From May 2005, 2782 yen |
Y
WILLCOM Standard Course

2,000 l (Jan 2008, terminafion of service)

NTT DOCOMO Plan 198
Ohanashi Plus (with free calls worth 1,000 yen)

From Oct 2006, fre calls appicatie 1o all 070 numbers  WILLCOM Business Time Flat Rate Triple Plan

WILLCOM New Flat Rate Flan $
WILLCOM MNew Flat Rate Flan G
Dec. 2009, 1,381 yen

B CE] CLX] KEE) K] K] X (R 14 iEE TE0 5o 0504 (I

— ) WILLCOM Okiraku Course
From Oct. 1988 to July 2010, 1.350 yen

(Source) Brochures and websites of respective business operators

[2] Call charges

WILLCOM New Flat Rate Plan from Feb, 2009, 2,762 yen

No significant change was observed in the level of call charges after they were revised as part
of the revision of basic charges that took place in November 2005 when local calls to subscriber
telephones on weekdays in the daytime are compared. However, more discount services have been

provided as described below, including free calls between subscribers of the same business

operators and free calls between family members.

[Figurell-18 Call chargesfor mobile phones (local call to subscriber telephoneson
weekdays in daytime for 3 minutes, excluding tax)]

3G call charges

(yen)
250—
200—
Oct. 2006, SoftiBank Mobile “Gold Plan”
("Orange Plan (W) S57) => From Aug. 2007, “Orange Plan (WX)"
150 yen,
150— {150 yeny |
Dec. 2002, Vodaione “Light Call Packy ! Jan, 2007, “White Plan™
1
(120 yen) (120 yen)
{120 yen)
100 — Mov. 2003, au COMA 1X WIN “Flan 55° Mov. 2005, newly created “Type S5° plan Ney 2007, “Plan 55"
(80 yen)
§ (2ayen
Qe 2001, NTT DOCOMO “FOMA Plan 38°
New. 2007, “Simple Plan $° (Simple Course)
50—
| | | | | 1 1

o ’ 0 : 0 . 04

05 . 06 . o7 : [}

(Source) Brochures and websites of respective business operators
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[Figurell-19 Call chargesof PHS (local call to subscriber telephones on weekdaysin
daytimefor 3 minutes, excluding tax)]

{Unit: yen, excluding tax)

120
NTT DOCOMO Ohanashi Plus (between PHS)
100 B Ol e et et re e ettt ee e e e
(Jan .2008, termination of service) T
80
— 60 WILLCOM Super Pack S {between PHS)
48 yen
NTT DOCOMO Plan 270, Ohanashi Plus L (between PHS) {Jan 2008, termination of service) l
40 40 yen _. o
WILLCOM Standard Course (between PHS)
20 WILLCOM Super Pack L (between WILCOM subscribers), 36 yen
Super Pack LL (between WILCOM subscribers), from Apr. 2001, 36 yen
0
95 98 99 oo 01 oz 03 04 05 06 o7 08 09 10

* Call charges to respective destinations for 3 minutes

(Source) Brochures and websites of respective business operators

[3] Discount services

Various discount services have continued to be provided by the different business operators but
they have tended to be very similar.
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[Figurell-20 Major discount services)
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A spesific ciscount on besic cherge,cal charge, @ wser ornew Super a per Bonus specil price In
method within 2 years. month 16,800 yen, 13th month o 16th month 12,600 Yen, | 1ticn, cancelation fees for long-term subscription cliscounts, etc ae exempt
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for cther then zbove
mal Compliance with the selecte pecket discourt Freecf Freeof
commurication 2P P | Compliance with the seected plan c the selected plan c
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Family discount (1): Family

Discount
Family discount (2): Family

Femily discount (1): Fami
Discount

Femily disoount (2): Combining

|ong-term subscription di

ily
Family discount (1): Family
Discount

iscount (2)

Discount MAXS0 Discount MAXS0 iy cisoount (1)
1. 1 1. 1. 1478 tax)
(¢ Farmi-wari Wide) (- Wide Support, COMA 1X only) (¢ Kids & Senior Discount) (* Kids & Senior Discount) (* Kids& Senior Discount)

P ( high school studentsor ¢ 1 |m 1|
(10 Basic charges ((* Fami-wari Wide Value) Vounger and those age 60 orolder when Everybody |Year Discount end Faily Disoount{Y er Discount an Family Discourt|Yearly Discount and Family |- k
(The above price applies when combined with [Discount (or One Year and igh school 1o jurior high sthool [ Discount
family discount tojunior high school siucents [Family Discount are combiner) students or younger and those aged |students or younger and those agedt [ igh school studentsor younger and|
or younger, older) August 9, 2009) 60 or older) 60 o olcer) those agee 60 orolcr)
500 discount
0% discount
(Basic charge, call charges (to Free o char
(Baxsic charge, call charges (to subscribers of ), C-mail) (mmmf by w;’;‘ ¢ (Emm’;: R
205 discount b
Sudent discount | Detals E - E 20% discoun t o Bank mobile phones)
f,ciﬁ:g:gﬁﬁmmm other businessopertors)) (Cal charges (to subscribers of (- White Plan Student Discount)
(Nonew acceptences atter August 9, 2009) i)
50% discount call charges (o cal charges (to
Discount for 60% discount a), Cmail) ), emai) ), emai)
parsonswith | Detals additional Freeof charge b
aisabilities (- Heary Discount) cal other (- (cal (cal
( Smile-heart Discount) (+ Heert frend Discouny ther ther
( Heartfriend Discour) (- Heat friend Discour)
Es 30% 20%
fﬁ:’:‘:::jgg"”%"o‘:‘[‘;m‘a 50% discount iternetional callsusing SoftBank |intermationd cals using SoftBank
e " (Call cherges, Video Phone call charges (excluding group Inteetional Call Service) ternational Call Service) 0% 00
Desi Discountrateol (70 o v bsiness V100 Phonecalls) 10% c: a,alis | c aucalls |
rumber discountcall cherges R Te (Callsto mobile phones of au, callsto fixed telephones) (G other
Operetors, callsto flxed telephones) ( 3 numbers at maximum) callsto fixed callstofixed |(* 3 numbers a maximum) (* 3 numbers a maximum)
(¢ 5 domestic rumbarsand 2intemtiond . 4 pesignation Discount) lephones) teephones)
numbers at maximum) 2 i B ©

(*Yu Yu Call Discount)

international numbers at maximum)

intemnational numbers at maximun)

Others (major discount)

- Carry over: no expiration (maximum amount limited by

individual plan)

2 -> My Home Discount: 50% discount for calls from au|
. 50%

[+ Canry over: Upto
communication and free packet portions of the|

scriber's
aiscount for calls from au mobile phones to home via
DI fixed

charge plan,
acceptance), unused portion remaining after 2
months can also be shared with family
members it *Family Discount” applicable)

[ Keke hoda: Unlimited use of PushTalk

HIKARI one phone, KDDI-IP phone, or Cablesplus phone,

+ Carry over: upto 2 monihs.
limited by free

[+ Carry over: upto 2 months

limited by free

or three.

MyLi &g
KDDI) with a1 one net ADSL at home. With au Home

w

totwo months), to two months)

communication at amonthly charge of 1,000
en (1,050 yen with tax included)

free 24 hours aday.

[ Talk & Discount: If monihy call charges exceed 10,000
yen an automatic discount is applicable (up to 32%
discount of call chargesif au long-term discount services
realso applicable)

uw

+ Carry over: no expiration

L
[ Long:Term Discount: 5% (2nd
year) to 15% (5th yeer on) discount

on basic charge. No appli
required.

+ Calling Home Discount: 50%

discount on calls to*BB
“Otoku Line" at home:

[+ Calling Home Discount: 50%
discount on callsto *BB phone” or |-
- Otoku Line’ a home.

ication

phone’ or

* Double White: 505 discount on
[White Pran cail charges on callsto
[mobile phones o other business
operators and callsto SoftBank
[mobile phones between 21:00 and
1.00.

 White Ftan Femily Discount 24:
free callsto family members 24
hours a

| White Ptan Student & Family
Discount:free domestc calls
betwean 1:00 and 21:00 and freee-
[mail 24 hours a day to SoftBank
[mobile phones.

[ White Call 24: free domestic cals|
trom SoftBank mobile phones with
White Plan subscriptionsto 1P
telephone services provided by
softBank BB, etc

(Note) As of the end of May 2010
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[4] Packet charges

No significant change has been observed in the structure and level of packet fees.

[Figurell-21 Packet charges of respective business operators (3G mobile phones)]

Plan NTT DOCOMO au SoftBank Mobile

0.2 yen/packet (* Blue/Gold/White)
Packet charges| FOMA 0.2 yen/packet| CDMA 1X WIN 0.2 yen/packet 0.1 yen/packet (* Orange)

* Packet charges with basic charge plan for voice calls.
(Source) Brochures and websites of respective business operators
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[Figurell-22 Major packet charge discount services (3G mobile phones)]

Business oper ator Flat rate plan Monthly charge Details
Packet Pack 10 (1,000 yen) 0.1 yen/packet
Packet Pack 30 (3,000 yen) 0.05 yen/packet
Packet Pack t
(no new acceptances) Packet Pack 60 (6,000 yen) 0.02 yen/packet
Packet Pack 90 (9,000 yen) 0.015 yen/packet
Pake-hodai 3,900 yen (flat rate) Unlimited i-mode usage, 0.02 yen/packet for others
NTT DOCOMO Pake-hodai double 5,700 yen (flat rate) i-mode Full Browser flat rate service
Pake-hodai simple 5,700 yen (flat rate) i-mode Full Browser flat rate service
Biz-hodai 5,700 yen (flat rate) FOMA packet communications other than i-mode free of charge
Free use of “Push Talk”, which enables single-direction voice
Push Talk flat rate (Kake-Hodai) 1,000 yen (flat rate) communications between multiple persons using FOMA packet
communications network.
[Upper limit]
« i-mode: 4,200 yen/month
_ « i-mode Full Browser: 5,700 yen/month
Pake-hodai double 872 yen/_mor_nh (flat rate charge = free « Packet communications with connection to PC/PDA: 13,000 yen/month
communications)
[Packet charges]
« 0.08 yen/packet up to 5,700 yen
« 0.02 yen/packet for over 5,700 yen
[Upper limit]
NTT DOCOMO . E?inz{hodai flat rate support: 5,700 yen/month for communications via access
points
Biz-hodai double 372 yen/month (flat rate charge = free « i-mode, i-mode Full Browser, communication via connection to PCs and
communications) other external devices: 13,000 yen/month
[Packet charges]
« 0.08 yen/packet up to 5,700 yen
« 0.02 yen/packet for over 5,700 yen
Push Talk flat rat “ ", whi i irecti i
( e 1,000 yen (flat rate) Free use»of »FMsh Tak”, Whlch enables sngle_ndlrectlon voice
« Kake-hodai 2,000 yen (flat rate) communications between multiple persons using FOMA packet
« Push Talk plus 00y communications network.
. ) . Packet communication charges: 0.08 yen/packet
Double-Teigaku-Light 1,000 yen (used for free communications) Maximum charge for EZweb and e-mil: 4,200 yen
. _— Packet communication charges: 0.05 yen/packet
Double-Teigaku 2,000 yen (used for free communications) Maximum charge for EZweb and e-mail: 4,200 yen
au
. . .- Packet communication charges: 0.025 yen/packet
Packet Discount WIN Middle 4,000 yen (used for free communications) Maximum charge for EZweb and e-mal: 4,200 yen
. i Packet communication charges: 0.015 yen/packet
Packet Discount WIN Super 7,500 yen (used for free communications) Maximum charge for EZweb and e-mail: 4,200 yen
Packet communication charges: 0.1 yen/packet
Maximum charge for EZweb and e-mail: 4,200 yen/month
Double-Teigaku-Super Light 372 yen/month (used for free communications) Maximum charge for PC Site Viewer, EZweb, and e-mail: 5,700 yen/month
Maximum charge for connection to mobile PCs, PDAS, or car navigation
systems, PC Site Viewer, EZweb, and e-mail: 13,650 yen/month
Packet communication charges: 0.08 yen/packet
Maximum charge for EZweb and e-mail: 4,200 yen/month
Double-Teigaku-Light 1,000 yen/month (used for free communications) |Maximum charge for PC Site Viewer, EZweb, and e-mail: 5,700 yen/month
au Maximum charge for connection to mobile PCs, PDAs, or car navigation

systems, PC Site Viewer, EZweb, and e-mail: 13,650 yen/month

Packet communication charges: 0.05 yen/packet
Maximum charge for EZweb and e-mail: 4,200 yen/month

SoftBank Mobile

Double-Teigaku 2,000 yen/month (used for free communications) |Maximum charge for PC Site Viewer, EZweb, and e-mail: 5,700 yen/month
Maximum charge for connection to mobile PCs, PDAs, or car navigation
systems, PC Site Viewer, EZweb, and e-mail: 13,650 yen/month

. . The flat rate includes full use free of communication charges.
Packet Di it -
iscount 1,000 yen/month (used for free communications) Packet communication charges 0.1 yen/packet all day.
. . Packet communication charges: 0.08 yen/packet
E-mail, Web use 980 yen (used for free communications) Maximum charge for e-mail and Y ahoo! Keitai: 4,200 yen
Unlimited Packet Discount| PC Site Browser/PC Mail |980 yen (used for free communications) Ma.x|r.num chargg fpr email, Yahoo! Keitd, viewing PC websites: 5,700 yen
* Limited to specific handsets
PC Site Direct 980 yen (used for free communications) Maximum charge for e-mail and viewing PC websites: 9,334 yen

* Limited to specific handsets

Others: Packet Flat-rate (Blue Plan)
Packet Flat-rate Full (Blue Plan)
Packet Flat-rate Biz (Blue Plan)
Packet Discount (Blue Plan)
Packet Flat-rate (Orange Plan (WX))
Packet Flat-rate Light (Orange Plan (WX))

« “Packet Flat-rate”, “Packet Flat-rate Full”, “ Packet Flat-rate Biz’, and “Packet Discount” in Blue Plan: same rate and content ag
“Pake-hodai”, “Pake-hodai full”, “Biz-hodai”, and “ Packet Pack” of NTT DOCOMO

* No new acceptances for “Packet Flat-rate Full” and “Packet Flat-rate Biz" after March 31, 2008.

« “Packet Flat-rate” and “Packet Flat-rate Light” in Orange Plan: same rate and content as “Double-Teigaku” and “Double-

Teigaku-Light” of au

SoftBank Mobile

Unlimited Packet Discount

980 yen/month (used for free communications)

Packet communication charges: 0.08 yen/packet

Maximum charge for regular use: 4,200 yen

Maximum charge for PC Site Viewer: 5,700 yen

* Limited to specific handsets (3G users (excluding X Series))

Unlimited Packet Discount S

372 yen/month (used for free communications)

Packet communication charges: 0.1 yen/packet

Maximum charge for regular use: 4,200 yen

Maximum charge for PC Site Viewer: 5,700 yen

* Limited to specific handsets (3G users (excluding X Series))

Unlimited Packet Discount for SMARTPHONE

980 yen/month (used for free communications)

Packet communication charges: 0.08 yen/packet
Maximum charges: 5,700 yen
* Limited to specific handsets (X Series and iPhone users)

Unlimited Packet Discount Flat

4,200 yen/month (flat rate)

PC Site Viewer: 5,700 yen/month

(Source) Brochures and websites of respective business operators
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[5] Changesin Consumer Price Index (CPI)

The Consumer Price Index (2005-base) of mobile phone communication charges® has been on
adownward trend. Respective business operators offer various charge plans but overall mobile
communications service fees can be considered to have been generally decreasing.

[Figurell-23 Changesin Consumer Price Index (2005-base) of maobile phone
communication charges|

110.0
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101.0 100.8
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85.0

80.0
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(Source) Ministry of Internal Affairs and Communications

2) Data communication services using data communication cards

Increased use of wireless internet connections has led to the number of subscriptions of data
communication services using data communications cards having significantly increased to
approximately 3.13 million® including those provided by MVNOs as of the end of September
20009.

% Calculated asthe weighted average of communication charges of the top three business operators with the
largest number of subscriptions (NTT DOCOMO, KDDI, and SoftBank Mohile) by the number of
subscriptions for respective business operators/'systems (2G and 3G). Refer to the website of Statistics
Bureau, Ministry of Internal Affairs and Communications (http://www.stat.go.j p/data/cpi/4.htm) for more
details.
* Based on a provider-side survey of the Competition Review.
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[Figurell-24 Outline of major data communication services provided by mobile phone

Digitd
. I Packet communication
Maximum speed (1) Plan (+2) =8 cﬁiﬁ‘e((j’;d g ||RE2 °°"""“?Lf)”°"5’pa°kas communication | charges (64K data Note
charges communications,
video phones, etc.)
DataPlan SS 1,800 yen None 0.1 yen/packet
Equivalent to
DataPlan S Packet Plus 2,900 yen 5,000 yen/100,000 packets 0.05 yen/packet
Equivalent to
DataPlan M Packet Plus 5,200 yen 9,000 yen/450,000 packets 0.02 yen/packet
Equivalent to
Data Plan L Packet Plus 7,400 yen 0.015 yen/packet
'+ Packet communications: Y 18,000 yen/1,200,000 packets yenp:
Recalving: upt0 72MBPS | 1y by | | packet Plus 13,900 yen Equivalent to 0,012 yervpacket
Sending: up to 5.7 Mbps 30,000 yen/2,500,000 packets . : . " .
30yen/30 sec.  |25% discount on basic charge if Family Discount applicable
+ 64K data DataPlan SSValue 1,100 yen None 0.1 yen/packet
communications: Equivalent to
Upto 64 kbps DataPlan SValue 2200yen 5,000 yen/100,000 packets
Equivaent to
DataPlan M Vaue 4,500 yen 9,000 yen/450,000 packets
NTT Equivalent to
DOCOMO DataPlan L Value 6,700yen 18,000 yen/1,200,000 packets
Equivalent to
DataPlanLL Vaue 13,200 yen 30,000 yen/2,500,000 packels
Kse;p‘ing”mv' NG:UPLOBA 1 rate Data Plan 64K 4,000 yen - 0.02 yen/packet
Flat-rate Data Plan Monthly usage charge after application of “Flat-rate Data
Receiving: up to 7.2 Mbps Standard 27351010500 yen 0.042 yen/packet Standard discount”: 1,735 to 6,720 yen
Sending: upto 5.7 Mbps | Flat-rate Data Plan HIGH- Monthly usage charge after application of “Flat-rate Data
SPEED 400010 10,000 yen 0.012 yen/packet discount’: 4,000 10 6,400 yen
Sending/receiving: up to 64| Flat-rate Data Plan 64K i
Kbps vaue 3,300 yen 0.02 yen/packet
L Flat-rate Data Plan Monthly usage charge after application of “Flat-rate Data
zz; s ”&‘g ;;"b" bps Standard Value 2000109,765 yen 0.042 yen/packet Standard discount”: 1,000 to 5,985 yen
9 Up10°S. PS  Hatrate DataPlan HIGH- 2,300 10 9,300 ven 0,012 yervpacket Monthly usage charge after application of “Flat-rate Data
SPEED Value g 300y 012 yenlp discount”: 330 10 5,700 yen
WIN Single SS 1,500 yen 0.1 yen/packet
WIN Single S 2,500 yen 1,000 yen/12,500 packets 0.08 yen/packet Upt 0% i t on basic ch ith “Set Di -
- Packet communications: WIN Single M 5,500 yen 11,250 yen/450,000 packets | 0.025 yen/packet o over 5076 diScounit on BaSIC charge wi scoun
Receiving: up to 2.4 Mbps - \when used in combination with an au phone.
Sending: 144 kbps WIN Single L 8,000 yen 18,000 yen/1,200,000 packets| 0.015 yen/packet
. 64 K data WIN Single LL 11,800 yen 24,000 yen/2,000,000 packets| 0.012 yen/packet
communications: With the 1x Module Plan M and WIN Module Plan SM a
al Up to 65 kbps WIN Module Ptan S 800yen 120yen/800 packets 015 yen/packet discount service for the basic charge according to the number
of contracted lines under acomprehensive line group and the
WIN Module Plan M 1,600 yen 960 yen/8,000 packets 0.12 yen/packet term of service agreed on beforehand is available.
'+ Packet communications: WIN S"‘,'gl eTeigaku 2,100 yen 0.05 yen/packet
L (Simple) 1,800 to 5,700 yen* . . "
Receiving: up to 3.1 Mbps WIN Sngle-Teigaku (Fall 270010 6,600 yen* * After application of WIN Single Set Discount
Sending: 1.8 Mbps ndle-Teigaku (Fu 3,000 yen 0.05 yervpacket |~ o0V
Support)
* Packet communications 15% discount with application of “Yearly Discount” for Value
3 Data Value Pack Regular 5,800 yen 8,000 yen/320,000 packets | 0.026 yen/packet coyen/min ¢ Pack and 25% discount with application of * Two-year
SoftBank  [Receiving: up to 3.6 Mbps . Discount”.
Mobile Sending: up to 384 kbps DataValue Pack Middle 8,000yen 22,500 yen/1,500,000 packets | 0.016 yen/packet % y; ; 2:: * Charges for connection to Access Internet (Access Point
+ 64 K data y " [*7300) using 64K Digital Data Communication Service are 1.8
communications: Data Value Pack Super 10,600 yen 42,000 yen/3,500,000 packets [ 0.013 yen/packet times the charges on the left
Super Light DataPlan | 1,905 yen (5,695 yen) *7 952 yen/23,825 packets 0.04 yen/packet
. Packet communications: Light DataPlan*8 | 2,838yen (6,171yen) *7 | 934 yen/93.400 packets | 0.01 yervpacket . ggg‘“ char 9‘?‘3{"“ ‘A”'l‘“a' 5'5’3‘:;‘""3:“ hg"” N'“e':h f:’;
Receiving: up to 7.2 Mbps Value Data Plan 3,790 yen (6,648 yen) *7 | 24,575 yen/2,457,600 packets| 0.01 yervpacket (‘:Basfn;q'gf;ir']g‘-j,,;’” essthan the basic charges on the
Sending: up to 384 kbps GigaData Plan 4,743 yen (10,457 yen) *7 | 83,887 yen/8,388,700 packets| 0.01 yer/packet Figures in parenthesis indicate maximum charge.
EMOBILE (*7) Data Plan 5,696 yen *7 Unlimited use
y Super Light DataPlan 21 | 1,905 yen (6,648 yen) *7 952 yen/23,825 packets 0.04 yen/packet
'+ Packet communications: -
Receiving: up to 7.2 Mbps Vélue DataPlan 21 4743 yen (7,600 yen) *7 | 24,575 yenv2,457,600 packets| 0.01 yen/packet Figure in parenthesis indicate maximum charge
Sending; up to 384 kbps GigaDataPlan 21 5,695 yen (7,600 yen) *7 | 83,887 yen/8,388,700 packets| 0.01 yen/packet
DataPlan 21 6648 yen *7 Unlimited use

*1 The above data is based on best effort method

*2 Charge plansfor NTT DOCOMO are for both voice handsets and data communications cards whereas the
charge plansfor au, SoftBank Mobile, and EMOBILE are for data communications cards

*3 When the 3G data communications card CO1SI (Compact Flash type data communications card by SoftBank
Mobile) is used

*4 Charges before application of various discounts

*5 Free calls apply to packet-based communications only

*6 Hat rate plans of NTT DOCOMO are limited to sending/receiving e-mails and viewing text/till images on
websites.

*7 Charges of EMOBILE are rounded off to the nearest yen

*8 No new acceptances of Light Data Plan of EMOBILE after January 2010
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[Figurell-25 Outline of major data communication services provided by PHS business

operators|
Basicchange Free communications, etc. Communication
) " " )
Maximum speed (*1) Plan (exclu((ilzr;g tax) *3) charges (*4) Note
Unlimited Access [PRO]|12,300 yen Flat rate
Packet communications: receiving up
t0 256 kbps (408 kbps *5 *6) Flat rate appliesto first 25
Net 25 [PRO] 6,900 yen hours. Volume charges apply |10 yen/60 sec.
with over 25 hours.
T - Flat rate appliesto first 25
Packet communications: receiving up Net 25 5,400 yen hours. Volume charges apply |10 yen/60 sec.
to 128 kbps (204 kbps *5) X
with over 25 hours.
Packet communications: receiving up -
{0 128 kbps (204 kbps*5) Unlimited Access[4x] 9,300 yen Flat rate Yearly subscription discount available
Packet communications: receiving up S
\WILLCOM {0 64 Kbps (102 kbps *5) Unlimited Access 5,800 yen Flat rate
Packet communications: receiving up . Free of charge up to 200,000
{0 128 Kbps (204 kbps *5) Pakekomi Net 4,700 yen packes 0.03 yen/packet
Circuit switching method: receiving Free communications 1,200
up to 64 kbps (102 kbps *5) Data Pack 3,000yen yen/ up to 140 min. 10yen/70 sec.
Circuit switching method: receiving - Free communications 1,000
up t0 64 kbps (102 kbps *4) Data Pack mini 1,980 yen ven/ up to 77 min. 15.75 yen/70 sec.
Pecket commurnications: receiving up Condition of for atwo year contract, with the
0 256 kbps (408 kbps *5*6) New Unlimited Access |3,695 yen Flat rate Free of charge 5062:?01 being automatically renewed every two
* PIAFS communication charges (packet
. *
PIAFS method: up to 64 kbps Two LINK DATA 980 yen 10.5 yen/70 sec: communications cennot be used)
. Circuit switching method: receiving  [Full Course 3,000 yen Flat rate Maximum charges of Petit Course: 4,000 yen
K-Opticom )
up to 64 kbps - (excluding tax)
Petit Course 500 yen 5 yen/60 sec.
Energia Circuit switching method: receiving MEGA EGG64 3,000 yen Flat rate « No new acceptances after February 28, 2007

Communications

up to 64 kbps

« Service ended September 30, 2007

*1 The above data is based on best effort method
*2 Charges before application of various discounts
*3 With packet communications plans free communications apply to packet-based communications only
*4 With packet communications plans communication charges apply to packet-based communications only
*5W-OAM compatible terminals
*6 Up to 512 kbps for W-OAM type G compatible terminals (up to 800 kbpsin areas with optical IP networks
installed at base stations)
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3) Chargelevel of callsfrom fixed telephonesto mobile phones

Call chargesfor calls from fixed telephones to mobile phones (hereinafter referred to as
“fixed-to-mobile calls’) were conventionally only set by mobile phone business operators®. From
April 2004 on®, however, fixed telephone business operators could also set call charges for users
dialling business operator recognition numbers.

Call charges set by mobile phones business operators remain higher than those set by fixed

telephone business operators, with no change being observed in that trend.

[Figurell-26 Sructure of fixed-to-mobile call charges (calls from subscriber telephones of
NTT East and West)]

Call charges set by mobile phone business operators Call charges set by relay business operators
Charges are collected from users by mobile phone business cperators Charges are collected from users by relay business operators
X yen y yen

T _ _ e -

Revenue of mobile phone Revenue of relay
business operators

(y — (a+c)) yen

business operators
(x — (a+b)) yen

1 ™, 1 .
Interconneclion charge Charge collection fee Interconnection charge Interconnection charge
paid to NTT East and West paid to NTT East and West paid to NTT East and West paid to mobile phone business operators

[Figurell-27 Major fixed-to-mobile call charges (set by fixed telephonebusiness operators)]
As of the end of March 2010 (Unit: yen, excluding tax)

Fixed telephones NTT SoftBank Fusion
NTT East Communications KDDI Telecom Communications
Mabile phones (0036) (0033) (0077) (0088) (0038)
NTT DOCOMO 48
KDDI (including Okinawa Cellular) 52.5
SoftBank Mobile 52.5 495 495 4 4
EMOBILE 48

In-prefecture call for 3 minutes on weekdays in daytime
Note: Not including direct access telephones.

[Figurell-28 Major fixed-to-mobile call charges (set by maobile phone business operators)]
(Unit: yen, excluding tax)

Mar. 2000|Mar. 2001|Mar. 2002| Mar. 2003| Mar. 2004| Mar. 2005|Mar. 2006| Mar. 2007| Mar. 2008| Mar. 2009| M ar. 2010
NTT DOCOMO 110 80 80 80 70 70 70 70 70 70 70
KDDI (including Okinawa Cellular) 170 170 120 120 90 90 90 90 90 90 90
SoftBank Mobile 150 150 120 120 120 120 120 120 120 120 120
EMOBILE - - - - - - - - 90 90 90

In-prefecture call for 3 minutes on weekdays in daytime

> Charges for calls from subscriber telephones of NTT East and West are collected on their behalf.
® Some business operators commenced services in November 2003.
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4) Transactions between business oper ator s (I nterconnection charges of mobile phones)

Interconnection charges for mobile phones are basi cally negotiated between business operators.
NTT DOCOMO, KDDI and Okinawa Cellular’, however, are obliged to report/publish their
interconnection provisionsin accordance with the type 2 designated telecommunications facility
system, and the interconnection charges of these business operators have been dropping every year.
Interconnection charges for fixed telephones and mobiles phones cannot simply be compared due
to the difference in cost, etc., but they do differ by approximately 5 times.

Guidelines such as “ Guidelines on Handling of Sales Incentives in Telecommunications
Business’ (April 2008) and “Guidelines on Operation of Type 2 Designated Telecommunications
Facility System” (March 2010) were formulated for the interconnection charges of fixed
telephones. Whether these guidelines effectively function or not aso needs to be considered when
ng interconnection charges.

[Figurel1-29 Changesin interconnection charges of mobile phone business operator s®
(NTT DOCOMO)]

Interconnection charges
(yen/3 minutes)

16 yen

14 yen [Motified in March 2010 (retroactively applicable from April 2009)]
Interconnection charge within the area: 8.10 yen (0.135 yen/sec.)
Interconnection charge outside the area: 9.36 yen (0.156 yen/sec.)

€-=-=== |
12 yen :
1
1
1
1
1
10 yen :
I —
1
I
1
1
8 yen |
1
III|IIIIIIIIIII|IIIIIIIIIII|IIIIIIIIIII|IIIIIIIIIIIIIIIIIIIIIIII|IIIIIIIIIII|IIIIIIIIlII|IIIIIIIIIII|II|IIIIIIII
2002 2003 2004 2005 2006 2007 2008 2009 2010

(Source) Ministry of Internal Affairs and Communications based on an announcement madeby NTT DOCOMO

" KDDI and Okinawa Cellular have certain capital ties and hence are regarded as one company when
calculating the share of number of subscriptions, etc. in the Competition Review. With the type 2 designated
telecommunications facility system, however, they are regarded as separate companies.
8 Interconnection charges vary depending on where the interconnections with networks of other business
operators are located within the networks of the business operators of the receiving mobile phones. With
NTT DOCOM O branch office mobile phones the interconnections are regarded to be “within the area’ if
the point of interconnection islocated within the network of the branch office and “outside the area” if
located outside the network.
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[Figurell-30 Interconnection charges of fixed telephones and mobile phones)

A 3 minute call A 30 second call
Fixed telephones GC connection 4.52 yen 0.75 yen
IC (ZC) connection 6.38 yen 1.07 yen
Mobile phones Within the area 24.3 yen 4.05 yen
Outside the area 28.1yen 4.68 yen

* |nterconnection charges of fixed telephones are cal culated using the interconnection charges of NTT East and
West (apply to FY 2009) and that of maobile phones using the interconnection charges of NTT DOCOMO

(apply to FY 2009).

* |nterconnection charges of “GC connection” apply to connections made at subscriber switches, “ZC
connection” to connections made at relay switches, “within the ared’ to “calls within the service area’, and

“outside the area” to “calls outside the service area’.

(Source) Websites of respective business operators
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(3) Changesin ARPU of mobile phone business operators

The ARPU® (voice + data) of mobile phone business operators has generally been on a
downward trend over the long-term, although some business operators did have aslight increasein
ARPU in FY 2009. The ARPU of voice services has been on a downward trend for all business
operators. Dissemination of various types of discounts, including flat rates and family discounts,
etc., is considered to be the background cause of that trend.

The ARPU of data services has been on a dlightly upward trend. The ARPU for data services
slightly exceedsthat for voice services for some business operators, but that rate of increaseis slow,
and does not cover the declinein ARPU for voice services.

[Figurell-31 Changesin ARPU of NTT DOCOMO]

(yen/month/subscription)
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(Source) Accounting dataof NTT DOCOMO

® Average Revenue Per User. Comparing business operators after making adjustments for common factors
isthe most appropriate here. However, they are still important management indicators and making
adjustments is extremely difficult. The ARPUSs published by respective business operators are therefore
used as an indicator to view any changes, as has been done in the past.
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[Figurell-32 Changesin ARPU of KDDI (including Okinawa Cellular)]

(yen/month/subscription)
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(Source) Accounting data of KDDI
* Dataon the ARPU of WIN only was not published after 2009 and thus the figures only provide data up to 2009.

[Figurell-33 Changesin ARPU of SoftBank Mobile]

(yen/month/subscription)
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(4) Market concentration

The share of the top three business operators (NTT DOCOMO, KDDI (including Okinawa
Cédlular), and SoftBank Moabile) of the overall mobile communications market was 94.4% as of
the end of March 2010, with an HHI of 3,461. Although they are on a slight downward trend, they
still remained at high level and the market is oligopolistic.

The share of NTT DOCOMO has remained at basically the same level over the past year and
was 48.2% as of the end of March 2010. However, they still have ashare of alittle lessthan 50% of
the total market.

[Figurell-34 Changesin shareand HHI of top three business operatorsin overall mobile
communications market]
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3. Analysis of geographical markets

The number of subscriptions and share of business operatorsin geographical markets'®, as

delimited in Chapter 1, of the overall mobile communications market and mobile phone market are

asfollows.

[Figurell-35 Current situation with geographical marketsin the overall mobile

communications market]

[Region 1] Other than Okinawa prefecture

Others
6.42 million, 5.6%

SoftBank Mobile NTT DOCOMO
21.73 million, 18.9%| 55.66 million, 48.3%

Mumber of subscriptions
116.30 million
(as of the end of March 2010)

KDDI
31.37 million, 27 2%

[Region II] Okinawa prefecture

Others
0.04 million, 3.9% |

SoftBank Mobile
0.15 million, 13.2%

NTT DOCOMO
0.43 million, 38.1%
Mumber of subscriptions
1.12 million
(as of the end of March 2010}

Okinawa Cellular
0.50 million, 44.9%

(Note) The number of PHS subscriptions does not include those of business operators that only provide data

communication services.

(Source) Ministry of Internal Affairs and Communications and Tel ecommunications Carriers Association

[Figurell-36 Current situation with geographical marketsin mobile phone market]

[Region I] Other than Okinawa prefecture

EMOEILE
2.35 million, 2.1%

SoftBank Mobile
21.73 million, 19.6%

NTT DOCOMO
55.66 million, 50.1%

Mumber of subscriptions
111.10 million
(as of the end of March 2010)

KDDI
31.37 million, 28.2%

[Region 1] Okinawa prefecture

EMOEBILE
0.05 million, 0.5%

SoftBank Mobile
0.15 millien, 13.7%

NTT DOCOMO
0.43 million, 39.4%
Numberhscriplinns
1.08 mill
(as of the end of March 2010)
Okinawa Cellular
0.50 million, 46.4%

(Source) Ministry of Internal Affairs and Communications and Telecommunications Carriers Association

19 The overall mobile communications market and mobile phone market were delimited into the two
geographical markets of Okinawa prefecture (Region I1) and others (Region 1).



4. Assessment of status with competition
(1) Trendsin FY 2009
1) Trendsin the overall mobile communications mar ket

M obile communications services have now become essential toolsin people’'slives. The
introduction of the number portability system in October 2006 resulted in more competition
between business operators with respect to retaining/acquiring users.

Dissemination of new technologies, including LTE™, etc., and smart phones, as represented by
the iPhone, etc., could result in even more drastic changes in competition environment of mobile
communications markets in the future, thus making close observation of those trends necessary.

2) MVNO trends

Following clarification of MVNO (Mobile Virtual Network Operator) rulesin adecision on the
MV NO business made by the Minister for Internal Affairs and Communications in November
2007 and a series of “ Guidelines concerning Application of the Telecommunications Business,
Law and the Radio Law pertainingto MVNQ” revisionsentriesinto the MV NO business, inwhich
business operators that do not own networks provide wireless services as their own brands using
the networks of other business operators, have been increasing.

A number of data communication services using the networks of NTT DOCOMO and
EMOBILE have now commenced. In March 2009 SoftBank Mobile too commenced high-speed
mobile data communication services using the networks of EMOBILE.

Dataon the number of subscriptions has been collected since December 2009, and was 267,700
as of the end of March 2010, and had the rapid increase of 8.7% over the quarter period of
December 2009.

More diverse services can be expected in the future that will facilitate even more competitionin
the mobile communications market.

1| ong Term Evolution. Advanced 3rd generation mobile phones (3G) that enable high-speed data
communications equivalent to the level of optical fiber (transmission speed of approximately 100 Mbps
(downstream)). A mobile communications standard called “3.9G” that will succeed W-CDMA and HSPA
standards.
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[Figurell-37 Major entriesto MVNO business]

MNO MVNO (service) Qutline of service (business commencement date)
Zojirushi Corporation (Mimarmori Hotling) Installation of wireless mobile communication devicesin potsin
! P making information available for checking from mobile phones and
o . High-speed data communication up to 7.2 Mbps downstream usin
Internet Initiative Japan (11J Mobile/Type D) 3.59(3 (SSSDPA) for corporate Use (gan. 2008) P 9
. High-speed data communication up to 7.2 Mbps downstream using
ACCA Networks (ACCA mobile (D)) 3.5G (HSDPA) for corporate use (June 2008)
NTT Communications (Mobile/ Remote High-speed data communication up to 7.2 Mbps downstream using
Access DoCoMo model) 3.5G (HSDPA) for corporate use (July 2008)
NTT DOCOMO High-speed data communication up to 3.6 Mbps downstream using
Japan Communications (b-mobile3G) 3.5G (HSDPA). Data communication terminals sold at prices
including communication charges for 150 hours (Aug. 2008).
:eZIrZ?;T?OT:g;gg\S/i% gbe;: Sn(;t’:l cI)En High-speed data communication up to 7.2 Mbps downstream using
FOMA data plan) 3.5G (HSDPA) for corporate use (Oct. 2008)
High-speed data communication up to 7.2 Mbps downstream using
Starnet (STAR RemoteSG) 3.5G (HSDPA) for corporate use (Feb. 2009)
High-speed data communication up to 7.2 Mbps downstream using
WILLCOM (WILLCOM CORE 3G) 3.5G (HSDPA) for corporate use (Mar. 2009)
. . . ) Collect, analyze, and provide vehicle operational datain enabling an
Isuzu Motors (Mimamori-kun Online Service) up to 40% reduction in fuel costs and safer operation.
Japan Mayday Service (HELPNET) dSiends location information of vehiclesin case of accidents or acute
KDDI (a) SECOM (COCO-SECOM) Location information of lost children, elderly persons, and vehicles

through utilizing base station information and GPS functions

Toyota Motor Corporation (G-BOOK)

[1] Sendslocation information of vehiclesin case of accidents or
acute diseases, [2] destination search by operators, and [3] hands free
telephones, etc.

Kyosera Communication Systems (KWINS

Data communications using special cards

SoftBank Mobile

Walt Disney Japan (Disney Mobile)

Mobile phones services utilizing Disney brand names and content
(Mar. 2008)

Wire and Wireless (Wi2 Mobile)

Conference room solution for corporate use (Mar. 2009)

(3:COM MOBILE)

MNO MVNO (service) Outline of service (business commencement date)
NEC BIGLOBE (BIGLOBE High-Speed High-speed data communication up to 7.2 Mbps downstream (from
Mobile) Mar. 2008) using 3.5G (HSDPA) (Dec. 2007)
. . . High-speed data communication up to 7.2 Mbps downstream (from
NIFTY Corporation (@nifty Mobile BB) Mar. 2008) using 3.5G (HSDPA) (Dec. 2007)
) High-speed data communication up to 7.2 Mbps downstream using
So-net (bitWarp(EM)) 3.5G (HSDPA) (Feb. 2008)
N . High-speed data communication up to 7.2 Mbps downstream using
Internet Initiative Japan (113 Mobile/Type E) 3.5G (HSDPA) for corporate use (Mar. 2008)
e ! High-speed data communication up to 7.2 Mbps downstream using
ASAHI Net (Neo-Discount Mobile) 35G (HSDPA) (Mar. 2008)
High-speed data communication up to 7.2 Mbps downstream using
EMOBILE |UNIADEX (JetSURF) 3.5G (HSDPA) (Mar. 2008)
) High-speed data communication up to 7.2 Mbps downstream using
ACCA Networks (ACCA mobile (E)) 3.5G (HSDPA) (June 2008)
’ : ) High-speed data communication up to 7.2 Mbps downstream using
NTT Plala (high-speed mobile options (EM)) 3.5G (HSDPA) (July 2008)
NTT Communications (OCN Kousoku MobilelHigh-speed data communication up to 7.2 Mbps downstream using
EM) 3.5G (HSDPA) (Aug. 2008)
" . High-speed data communication up to 7.2 Mbps downstream using
K-Opticom (eo mobile) 35G (HSDPA) (Sep. 2008)
. y High-speed data communication up to 7.2 Mbps downstream using
SoftBank Mobile (Flat-rate Data Bonus Pack) 3.5G (HSDPA) (Mar. 2009)
Japan Communications (b-mobile), _— . .
NIFTY Corporation (@nifty Mobile P), etc. Data communication using special PHS cards, etc.
Cyber Space Communications (My Access) Data collection and remote operation built into surveillance cameras,
toys, and sensors.
WILLCOM [JUpiter Telecommunications Resale of “WILLCOM Flat Rate Plan”

Ubgtus Corporation (Doko-Iruka),
KATO-DENKI (Irukana)

Location information of children

Rakuten/Fusion Communications (Rakuten

Mobile for Business)

PHS business for corporate use (April 2009)

(Source) Ministry of Internal Affairs and Communications based on websites of respective business operators, etc.
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[Figure 11-38 Example MVNO charges (mobile phones)]

Communication

Business oper ator Service method/speed Char ges (excluding tax) Details
First year with anew car: free of charge |Installation of Data Communication Modules (DCMs)
Toyota Motor G-BOOK mX Pro/ CDMA 2000 1xEV-DO Second year on, new contract: 12,000 in vehicles.

Corporation ALPHA Pro Up to 2.4 Mbps downstream |yen/year Sends |ocation and route information, and plays music
(Unlimited packet use) on demand, etc.
’ HSDPA 39,900 yen (150 hours) ’ _—
Japan b-mobile 3G Up to 3.6 Mbps downstream |99,800 yen (500 hours) Prepaid type data communication package
Communications i
Connect Mail FOMA 4,572 yenlyear (equivalent to 381 Sends/receives PC mail via FOMA
yen/month)
Initial contract charge: 5,250 yen When a person uses an electric pot with a built-in
Zojirushi . . . (including tax) wireless communication device their family members
Corporation Mimamori Hotline FOMA Monthly basic charge: 3,150 yen living in distant areas are notified of that information
(including tax) viatheinternet
Dream Train DTI high-speed mobile [HSDPA ] Provides MVNO-type high-speed internet connection
Monthly charges: 790 yen to 4,770 yen |services using data communication services provided
Internet plan Up to 7.2 Mbps downstream
by EMOBILE
Location search and emergency personnel dispatch
SECOM COCO-SECOM Monthly charges: from 500 yen services via use of mobile phones, PC browsers, and
on-call support assistance
Monthly charge: 1,000 yen to 4,680 yen
(upper limit)
K-Onticom o mobile HSDPA 2$E§;ar%ikttogc?n¥r::$;:2n charge High-speed mobile communications services of up to
P Up to 7.2 Mbps downstream p ® 172 Mbps downstream speed using HSDPA
of 1,000 yen)
Packet communications charge: 0.042
yen/packet (usage-based)

Internet Initiative
Japan

113 Mobile/Type D

FOMA high-speed networks

Monthly charges: 8,500 yen/line
(example flat rate plan)

For corporate use, uses NTT DOCOMO network

11JMobile/Type DS

FOMA high-speed networks

Monthly charge: 19,500 yen/line

For corporate use, uses NTT DOCOMO network, fixed|
IP

) HSDPA Monthly charge: 5,600 yer/line (example
11JMobile/Type E Up to 7.2 Mbps downstream |flat rate plan) For corporate use, uses EMOBILE network
Flat fixed amount plan (Standard, 1 year contract, 2
ACCA mobile (D) HSDPA Monthly charges: 4,500 yen to 8,000 yen |year contract)
ACCA N K Up to 7.2 Mbps downstream |(excluding tax) Group Packet Share Plan (Standard, 1 year contract, 2
etworks year contract)
. HSDPA Monthly charges: 743 yen to 6,458 yen .
ACCA mobile (E) Up to 7.2 Mbps downstream |(excluding tax) Step fixed amount plan (Standard, 1 year contract)

Walt Disney Japan

Basic charge plan and the only service plan available

White Plan (D) - Monthly charge: 980 yen for Disney Mobile.

Double White (D) - Monthly charge: 980 yen Call charge discount services.

Whlte Plan Corporate |- Monthly charge: 924 yenvline I?|scoum services for corporate group contracts of 11
Discount 24+ (D) lines or more

Unlimited Packet . i

Discount (D) - Monthly charges: 1,029 yen to 4,410 yen |Flat rate packet service

Monthly Discounts (D)

Set according to handset

Fixed monthly discount on communication charges
based on handset

Disney basic option
pack

Monthly charge: 498 yen

Provide lost handset |ocation service, safety remote
locking, address book backup, and call-waiting
function, etc.

Disney Backup Service |-

Package

Monthly charge: 498 yen/month

Damage/water damage repair and servicesto allow
repurchase of lost handset at discount price
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Communication

Business oper ator Service method/speed Char ges (excluding tax) Details
] HSDPA . High-speed mobile internet connection services. Resale|
USEN Mobile access type EM Up to 7.2 Mbps downstream Monthly charges: from 4,980 yen of EMOBILE services.
: HSDPA ! High-speed mobile internet connection services
Mobile access type AJ Up to 7.2 Mbps downstream Monthly charge: 10,500 yen dedicated to office use. Resale of 11J services.
Two step flat rate plan HSDPA Monthly charges: 2,480 yen to 6,300 yen Usage based charge wslem gccordl ng to the number of
GMO Internet Up to 7.2 Mbps downstream packets used with upper limit.
HSDPA § Flat rate charge system regardless of number of packetg
Complete flat rate plan Up to 7.2 Mbps downstream Monthly charge: 5,775 yen used.
“BIGLOBE High- HSDPA Services for BIGLOBE connection service users.
Speed Mobile” flat rate Monthly charge: 4,883 yen * Additional handset rental fees (735 yen/month)
Up to 7.2 Mbps downstream R
plan required.
NEC BIGLOBE imit:
“BIGLOBE High- Lower [imit: 1,985 yen/month (up to Services for BIGLOBE connection service users.
. HSDPA approx. 90,000 packets/11 MB) .
Speed Mobile” two step o * Additional handset rental fees (735 yen/month)
flat rate plan Up to 7.2 Mbps downstream |Upper limit: 5,492 yen/month (over required
P approx. 420,000 packets/52 MB) equired.
Initial administrative charge: 2,835 yen
(including tax) High-speed mobile internet connection services.
NTT Plaa Plala high-speed mobile|HSDPA Monthly basic charge: 5,365 yen Monthly flat rate charge system (flat rate regardless of
options (EM) Up to 7.2 Mbps downstream |(including tax) volume of communication data).
=>(“flat rate plan basic charge” + “data |Data communication cards rented.
terminal rental fee")
Initial administrative charge: 2,835 yen
. ] HSDPA Monthly charge: 5,712 yen (USB/PC High-speed data communication services using mobile
NIFTY @nifty Mobile BB Up to 7.2 Mbps downstream |card type device), 5,817 yen (Express  |phone data communication cards.
Card type device)
So-net . HSDPA Initial charge: 2,835 yen (including tax) |, ,. - . .
Entertainment bitwarp (EM) Up to 7.2 Mbps downstream |Monthly charges: 1,155 yen to 5,355 yen High-speed mobile internet connection services.
CDMA 1X WIN
Kyosera Up to 3.1 Mbps downstream |Monthly charges: from 4,700 yen
Communication KWINS 3G plan p ’ ! High-speed mobile internet connection services.
Systems CDMA 1X (Packet step)
Up to 144 kbps downstream
OCN Kousoku Mobile |HSDPA . . - . .
EM (EM plan) Up to 7.2 Mbps downstream Monthly charge: 5,820.15 yen High-speed mobile internet connection services.
High-speed mobile internet connection services.
OCN Kousoku Mobile |HSDPA : Optional services that can be used in combination with
NTT - EM (EM option) Up to 7.2 Mbps downstream Monthly charge: 5,610.15 yen other OCN connection plans, including optical fiber
Communications
and ADSL.
HSDPA Flat rate closed user group services for connection with
DOCOMO model Up to 7.2 Mbps downstream Monthly charge: 7,140 yen enterprise VPN using FOMA high-speed packet

communication (FOMA HIGH-SPEED).

Initial administrative charge: 2,835 yen

Users can use the same service area/discount services
asau and earn JAL miles according to monthly usage

Inphonix JAL MILE PHONE (i n_cl uding tax) . . chares, au charge plan “Everybody Discount”
Price of purchasing mobile phone - -
automatically applies.
) e Initial administrative charge: 2,835 yen Users can use the Same sarvice a.realdlscount SCIVICeS
Inohonix Tigers-Keitai, (indluding tax) asau and earn JAL miles according to monthly usage
P GIANTS-Keitai 9 chares. au charge plan “Everybody Discount”

Price of purchasing mobile phone

automatically applies.
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[Example MVNO charges (PHS)]

Communication

Business operator Service method/speed Charges (excluding tax) Details
Initial charge: card purchase price 0 yen, _— .
s Data communication services up
. ) Packet-based administrative charge 1,050 yen .
NIFTY @rifty Mobile P Up to 128 kbps downstream |Monthly charges: 3,990 yen (64 kbps), L%fr:ui?gjﬂ‘:;"é’ams data
6,825 yen (128 kbps) )
Services that provides location
Human location search service Packet-based Monthly charges: from 525 yen information viasmall terminals
over PHSines.
KATO-DENKI Servicesthat provide location
. . . . information when vehicles are
Vehicle location search service Packet-based Monthly charges: from 1,029 yen stolen viaterminals installed in
vehicles.
Initial charges:
mobile+PHS user ID initial charges
3,000 yen/ID
(initial contract of 10 IDs or more)
Packet-based mobile+PHS cards (MC-C450) Remote access lines for corporate
Fujitsu mobile+PHS Up to 32 kbps, 128 kbps 26,000 yen/card 1P networks secured by MPLS.
downstream Monthly charges:
mobile+PHS 32 kbps user ID usage
charges 5,000 yen/ID
mobile+PHS 128 kbps user ID
usage charges 8,500 yen/ID
So-net bitWarp (W) EZCES _sbtiszdm Kbos Initial charges (device fees): 15,540 yen |High-speed mobile
Entertainment P p P Monthly charges: 2,108 yen to 5,258 yen [communication services.
downstream
Kyosera KWINS 4x / KWINS 8x plan: persondl use |Packet-based Monthly charges: 11,550 yen to 119,800
o yen (Licensed for 6 or 12 months)
Communication Monthly charges: from 2,100 yen
stems : | . '
Sy KWINS 4x / KWINS 8x plan: corporate use |Packet-based (Packe flat-rate/Packet step)
NTT Packet-based : Corporate data oriented mobile
Communications NTT Com type 32k plan Up to 32 kbps downstream Monthly charge: 4,095 yen solution using wireless |IP
Packet-based ) connection servicesMVNO
NTT Com type 128k plan Up to 128 kbps downstream Monthly charge: 6,825 yen methods.
WILLCOM model integrated VPN New §
WILLCOM Unlimited Access course Monthly charge: 3,880 yen
WILLCOM model integrated VPN :
Unlimited Access (ultra-high-speed) course Monthly charge: 12,705 yen
e e
L 2 Packet-based

WILLCOM model integrated VPN
Unlimited Access (standard) course

WILLCOM model integrated VPN 25 hour
connection (ultra-high-speed) course

WILLCOM model integrated VPN 25 hour
connection (high-speed) course

Monthly charge: 5,880 yen

Monthly charge: 7,035 yen

Monthly charge: 5,460 yen

WILLCOM model MOVE light connection
pack course

WILLCOM model MOVE light connection
pack mini course

WILLCOM model MOVE light connection
limited course

Circuit switching-based

Monthly charge: 2,940 yen

Monthly charge: 1,869 yen

Monthly charge: 819 yen

Corporate data oriented mobile
solution. In addition to data cards
smart phone W-ZERO3 can also
be used.

.Phone Ubiquitous course

Monthly charge: 2,200.8 yen

050 mobile | P telephone services
for making calls to offices free of
charge.
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(2) Examination from users point of view

The"“FY 2009 Results of the First Telecommunications Service Monitor Questionnaire
Survey”*? conducted by the Ministry of Internal Affairs and Communications revealed the number
of users dissatisfied with the “call (communication) area’ to have decreased while that of those
dissatisfied with “charge levels’ and “charge system” to have increased, thus indicating charge
related matters are of great interest of users.

Of opinionsrelated to charges, “charge systems are too complex to understand” was the largest
in number, and then followed by “flat rate communication charges are too expensive’. Thosetypes
of trends of being interested in charge related matters have consistently been observed over the last
few years.

12 Published on May 19, 2010. Refer to
http://www.soumu.go.jp/menu_news/s-news/02kiban08_02000040.html.
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[Figurell-39 Dissatisfaction points with mobile communication terminals used (up to two
choices)]

0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

3. Charge level
(charges too expensive or inexpensive) 38.4%

4. Charge system

(charge plan and discount options) 29.7%
2. Call (communication) area F
9. Operability 9.0%
8. Functions 8.2%

7. Communication speed

10. Customer support/aftercare

4.0%
5. Quality (voice) 329
B 19%
6. Quality (data communications) 11%
. o

2009 (n=836)
5.7% 2008 (n=844)

11. Other

1. Not particularly dissatisfied 28.4%

(Source) “FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey” by the
Ministry of Internal Affairs and Communications



[Figurell-40 Opinions of charge systems (charge plans and charge options) (up to three

choices)]
2009 (n=789) 2008 (n=849)

47.4% 13.1% 10.5%| 43.5% 140% 6.8%

Charge system too 2009 ”f/
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. 2000 [/ :
4 Flat rate communication 72 20.5%| 22.4% 95% 19.3% 20.1% 9.4%
charges too expensive 2008

Cannot use all free calls/ 2009 m

. 85% 13.2% 53%| 101% 112% 54%
communications every month 2008

2009 :
7 Discount rate too low - V 3.2% 89% 14.7% 53% 82% 12.7%
2009
o No charge plan that suits W/ 6.6%| 11.9% 7.9% 7.5%| 107%| 9.8%
own needs 2008
. 2009
5 Notenough flat rate service Vil 18% 65% 68% 17% 58% 6.7%
types 2008
. E 2009%
g Not enough discount option 11% 32% 85% 1.1%| 59%| 82%
types 2008
2000 G
8 Other 2008 1st choice 22%| 1.8% 1.8% 1.2%| 2.1%| 1.8%
- # 2nd choice
2009 .’~ i 3rd choice
g Not particularly dissatisfied 8.7% 13% 25% 104%| 1.2% 1.6%

0.0% 200% 40.0% 60.0% 80.0% - MNumber of valid answers used as the denominator in
“2nd choices” and “3rd choices”

(Source) “FY 2009 Results of the First Telecommunications Service Monitor Questionnaire Survey” made by
the Ministry of Internal Affairs and Communications

Charge systems of mobile communications services are becoming more diverse and complex
due to the increase in number of various discounts resulting from competition between business
operators, etc., introduction of charge plans after review of the sales incentive system, and
instalment terminal salesplans, etc. Thiswill increase the range of available options from the point
of view of users, but it will also make understanding charge levels and comparing business
operators difficult, and thus may not actually benefit users.

Asobserved in 2 (2) 1) no significant structural changes can be seen in the charge level other
than the introduction of new charge plansin FY 2007. After taking the increase in number of flat
rate systems and various discounts into account, however, the charge level can be considered to be
in general on adownward trend. Comparing the charge level of mobiles phones with other
countries using the “FY 2008 Survey on Price Variances between Domestic and Overseas
Telecommunications Services’** reveal ed the charge level is Japan to be at about average.
Comparison with consideration given to the average number of minutes used in respective
countries, however, revealed the per minute charge in Japan to be at ahigh level.

3 Published on August 11, 2009. Refer to
http://www.soumu.go.jp/menu_news/'s-news/02kiban03_000015.html.
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[Figurell-41 International comparison of chargelevel of maobile phones)

Use of voice calls and e-mail (medium use: 95 minutes voice calls, 385 e-mails
(of which 140 e-mails are outgoing), and 16,000 packets data communications per month)
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Note 1) A charge comparison model was also set by OECD but the Tokyo model established based on the actual
situation with the use of mobile phones in Japan was adopted in being a more appropriate reflection of the
actual situation with usage in Japan and used in comparing charges for the use of voice calls, email, and
internet connections.

2) All figures are chargesfor general consumers. Call plansthat do not limit usage, including the area, destination,
and subscriber’s age, etc. were selected for comparison, except for prepaid mobile phones, and excluding
discounts for online application/billing, etc. (Sending bills cots an additional 19 kronas in Stockholm)

3) With voice callsthe lowest charge required for the use of a mobile phone determined in accordance with the
usage status based on the actual situation with the average use of mobile phones by distance, time of day, and
destination in Japan in FY 2007 was used in the comparison.

4) With e-mail the lowest charge was compared by assuming use of a mobile phone and common usage method
of each city, which resulted in i-mode mail (text only, e-mail with photographs or videos attached excluded)
being assumed for Tokyo and short messages (SMS) for other cities.

5) With e-mail average use was assumed and the number of e-mails (medium use) set beto the average number of
e-mails calculated by adjusting the results of the research involved in the “K-tai white paper 2009” (Impress
R&D, Mobile Content Forum, December 2008) using the “FY 2008 Results of the First Telecommunications
Service Monitor Questionnaire Survey” (Ministry of Internal Affairs and Communications, April 2009).

6) Receiving e-mail isfree of charge except in Tokyo and New York.

7) The number of packets used by the average user was assumed to be 16,000 packets/month (average number of
packets used excluding users whose data usage was extremely large; including number of packets used for
e-mail) based on the web questionnaire survey made by the Ministry of Internal Affairsand Communications.

8) Only data usage by mabile phones counted and that via PDA or PC connectionsignored. Data
viewing/download use was assumed in calculating the chargesin principle (the use of VOD, etc. requires
additional chargesin some cities with the charges differing from the above in that case).

In addition, the charges may include communication charges, content charges, or flat rate charges asthey can
apply with certain websites in some cases, with the charges differing from the above in those cases.

9) In Seoul the usage based charges differ depending on the type of data downloaded (VOD, etc.) but flat rate
plans were assumed as the average use.

10) The charges for using voice calls only indicate the most inexpensive plans. In London the chargesinclude free
use of SMSin addition to voice calls.

11) Refer to the “FY 2008 Survey on Price Variances between Domestic and Overseas Telecommunications
Services’ for the charge plans in the respective cities.

(Source) “FY 2008 Survey on Price Variances between Domestic and Overseas Telecommunications Services’ made
by the Ministry of Internal Affairs and Communications
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[Figurell-42 Comparison of charges based on average number of minutes used in
respective countries)
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Note 1) The use of a specific model enables comparison of chargesincurred for the same number of minutes
used, but the charges cal culated using that model could be separated from the average chargefor usersin
the respective cities as the number of minutes mobile phones are used for significantly differ in those
cities. In order to compare the charge level for the average user in the respective city, therefore, the most
inexpensive charges for the monthly average number of minutes used per contract in that country were
used in the comparison.

2) The charges for using voice calls only were used in the comparison.

3) The monthly average number of minutes used per contract in the respective countries indicates the
number of minutes mobile phones were used for making callsin the respective cities, excluding New
York. In New York 1/2 the sum of the number of minutes mobile phones were used for making calls and
that for receiving calls were used.

4) Refer to the“FY 2008 Survey on Price Variances between Domestic and Overseas Telecommunications
Services” for the charge plansin the respective cities and the monthly average number of minutes used
per contract in them.

(Source) “FY 2008 Survey on Price Variances between Domestic and Overseas Telecommunications Services’
made by the Ministry of Internal Affairs and Communications

The above makes the development of an environment in which users can select the appropriate
charge plan according to their respective usage status important. The situation with the charge
level could change due to the development of new charge plans, etc. in the future, however, and
thus continuing to observe those trends for a specific period would be considered appropriate.

In addition, an increase in the use of data communications rather than voice calls can be
expected, and thus trends in the charge plans of respective mobile phone business operators will
need to be closely observed in the future.
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(3) Market dominance
1) Existence of market dominance
[1] Independent market dominance

After taking into general consideration the following determining factors, etc. NTT DOCOMO
was deemed to be in a position of being capable of independently exercising market dominance.
The current market structure and status with competition between business operators makes the
probability of NTT DOCOMO, having the top share of the market, being in the position of being
ableto control the price and other conditions quite high.

a) Quantitativecriteria

The share of NTT DOCOMO of the number of subscriptionsin the overall mobile
communications market has been on adownward trend but was still much higher than that of other
competing business operators at 48.2% as of the end of March 2010. NTT DOCOM O continuesto
be in a dominant position in the market.

b) Other major determining factors

The structure of the mobile communications market tends to be oligopolistic due to the
existence of barriersto entry, including scarcity of frequencies, the existence of hidden costs, and
economy of scale, etc.

In addition, although the introduction of the number portability system lowered switching costs
for users to a certain extent™ they are still considered to exist, including the existence of contract
cancellation charges and long-term discount services, inability to transfer content such as music
and games, etc., and unavailability of portable e-mail addresses, etc., as analyzed in the
Competition Review 2007%.

The charge systems are also becoming more diverse and complex and thus making
understanding of charge levels and comparisons between business operators difficult. And hence
even if the difference actually exists, for example, it may not necessarily immediately lead to users
switching business operators.

In consideration of the above the influence of NTT DOCOMO, an existing business operator
with alarge share, on the mobile communications market is considered quite large.

! Refer to “ Chapter 8 Analysis on changesin competition status due to the introduction of number
portability system of mobile phones* of the “Competition Review in the Telecommunications Business
Field of FY 2006".
> Refer to“V Analysis on Impact of Platform Functions on Competition” of the “Competition Review in
the Telecommunications Business Field of FY 2007” for the impact of these platform functions.
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However, the dissemination of new smart phones in the future, etc. could have a significant
impact on and result in changes in the mobile communications market, including the share of the
different business operators. Close observation of future market trends is therefore considered
necessary.

[2] Cooperative Market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. multiple
business operators with the top share were deemed to be in the position of cooperatively being
capable of exercising market dominance.

a) Quantitativecriteria

The share of the top three business operators (NTT DOCOMO, KDDI (including Okinawa
Cdlular), and SoftBank Mobile) in mobile communications market was 94.4% as of the end of
March 2010 and the HHI was 3,461, thus indicating the market to be oligopolistic.

b) Other major determining factors

In additionsto the factors listed in [1] b) attention should also be paid to the fact that increases
in the number of subscriptionsis slowing down and the market is changing from being in a period
of expansion to reaching maturity. In addition, the emergence of smart phones has brought about
some changes but the business strategies and business models of al the respective business
operators are very similar as they al basically adopted business models that are based on vertical
integration. Thisthen leadsto it being deemed that the business operators with the top share could
possibly have the incentive to cooperate in dominating the market.

2) Exercise of market dominance
[1] Independent market dominance

After taking into general consideration the following determining factors, etc. the possibility of
NTT DOCOM O independently exercising market dominance can be considered to be low because
of the current regulations that are in place and the market environment.

The provisions for reporting interconnection provisions and action regulations, including
prohibition of any unreasonable discriminatory treatment, etc., in accordance with the type 2
designated telecommunications facility system of the Telecommunications Business Act already
apply to NTT DOCOMO. In addition, “Guidelines on Operation of Type 2 Designated
Telecommunications Facility System” were formulated in March 2010 to clarify the idea behind
the establishment of interconnection charge cal cul ation methods and standard connection
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locations, etc. It istherefore considered that any exercising of market dominance by NTT
DOCOMO can be restrained.

Active competition already exists between business operators in the mobile communications
market, including an improved variety of discount services and the introduction of new
functions/services, etc. Thisthen leadsto NTT DOCOMO, because of its declining share, is
considered to be acting toward securing profits by retaining/expanding their share of the market
through competition rather than to secure a profit through exercising any influence on prices, etc.

Asdescribed in 1), however, the situation with the complexity of the charge systems and
platform functions could have an impact on competition and thus attention needs to continue to be
paid to the market situation.

[2] Cooperative Market dominance between multiple business operators

Thefollowing determining factors, etc. lead to the possibility of the multiple business operators
with the top shares exercising cooperative market dominance being considered to be low.

The introduction of the number portability system resulted in extremely active competition
with regard to acquiring new customers and retaining existing customers due to an increase in the
availability flat rate systems and various discount services, etc. The available discount services,
however, tend to be very similar. The introduction of improved services by business operators
could therefore contribute to improved user benefits. Attention also needsto be paid to the fact that
new types of competition actions could lead to mutual restraint.

In addition, NTT DOCOMO and KDDI, etc. are obliged to report/publish their interconnection
provisions that specify conditions for interconnections, including interconnection charges, etc., in
accordance with the type 2 designated telecommunications facility system.

Similarly to the discussion above in [1], however, the situation with the complexity of the
charge systems and platform functions could have a negative impact on competition, and thus
attention continues to be needed to be paid to the situation.

(4) Mattersrequiring close observation in the future

External factors, including the introduction of new services through technological innovations,
are having the biggest impact on market competition in the mobile communications market.
Matters requiring close observation in the future in consideration of this situation include the
following.

1) Impact through technological innovations, etc.
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Technological innovations develop very rapidly in the mobile communications market. The
combination of the commencement of provision of LTE (Long Term Evolution) services, known
as 3.9G, and the future dissemination of new smart phones, etc. could have a significant impact on
user mobile communications service needs. Introduction of new technologies and market trends
associated with it will continue to require close observation.

In addition, the establishment of femtocell ultra-small base stations that connect broadband
networks is expected to proceed in the future and thus the status with competition in adjacent
markets could have an effect on competition in the mobile communications market. Trends with
the service provision, etc. will therefore need to be closely observed.

2) Securing users' benefits

The charge systems of mobile communications services have become extremely complex and
diverse, thus making understanding charge levels and comparing business operators difficult,
which could have a negative impact on users’ benefits.

Ideal charge systems and results of these measures, etc. will aso continue to require close
observation in the future.

3) Trendsin MVNO business

Entries to the MV NO business have been increasing in the mobile communications market,
which can be expected to contribute to further revitalization of the market viathe creation of new
markets and provision of diverse services. The status with entries to the MVNO business and the
existence of any factors obstructing new entries will therefore continue to require close
observation.

4) Unlocking SIM cards

At present the magjority of mobile phones are sold with aso-called SIM (Subscriber Identity
Module) lock place in Japan that blocks them from being used with the SIM cards of other
telecommuni cations business operators.

The Ministry of Internal Affairs and Communications held hearings with mobile phone
business operatorsin April 2010 and obtained a certain consensus for the policy that business
operators would voluntarily unlock the SIM card blocking because of the assumption of users
requesting them to do so. This then resulted in the “Guidelines for Unlocking SIM Cards’*° being
formulated and published at the end of June 2010.

'® published June 30, 2010. Refer to
http://www.soumu.go.jp/menu_news/s-news/02kiban02_02000046.html.
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The guidelines apply to mobile phone handsets sold from FY 2011 on. The impact that efforts
being made by the respective business operators will have on mobile phone/PHS marketsin the
future because of that is considered to require close observation.



[Reference] Changes in Number of Public Wireless LAN Subscriptions
and Outline of Business

[Figurell-43 Changesin number of public wireless L AN subscriptions (Note)]

000 (Unit: 10 thousand subscriptions)

06.3 06.6 06.9 06.12 07.3 07.6 07.907.1208.3 08.6 08.9 08.12 09.3 09.6 09.9 08.12 10. 3

(Note) The above figures concern data reported in accordance with the Rules for Reports from the
Telecommunications Business. In the current report on public wireless LAN access service subscriptions,
etc., however, the inclusion of the number of end users of wholesale servicesis voluntary when other
business operators are provided with wholesal e telecommunications services. Attention therefore needs
to be paid to data consistency and continuity not necessarily being secured and reality of the figuresbeing
limited.

(Source) Ministry of Internal Affairs and Communications



[Figurell-44 Outline of major public wireless L AN service business operators*]

Charges (as of the end of May

All areas

Business oper ator Service Chargeplan 2010, excluding tax) Note
Course 1: )
Casual areas 1,500 yen/month McDonald's, etc.
Course 2 N700 series trains and waiting rooms and concourses
HOTSPOT : 780 yen/month in 17 Tokaido Shinkansen stations (between Tokyo
NTT Express areas and Shin-Osaka)
Communications -
Course 3: (monthly flat rate) 1,600 yervmonth All domestic HOTSPOT areas (approx. 8,000 access

points nationwide)

1 DAY PASSPORT |Standard areas, express areas|

500 yen/day (24H, including tax)
* Per single 1D

Standard areas; MOS BURGER, TULLY'S COFFEE,
PRONT, airports, and subway stationsin Tokyo, etc.

Mzone Monthly charge plan 1,500 yen/month Approx. 6,800 access points nationwide
NTT DOCOMO Daily charge plan 500 yen/day
Group moperaU (U *Publicl. o 1o \wirelessLane |80 yervmonth FOMA subscribers
WirelessLAN course + U Standard Plan (Total of U Standard Man and U Access points shared with Mzone
course) “Public WirelessLAN" course)
900 yen/month Approx. 9,000 access points nationwide (total of NTT
NTT East/West FLET'SSPOT (800 yen/month for subscribers of |East and West)
FLET'S Access services) * Asof February 1, 2010
Approx. 4,000 access points nationwide
« McDonald's nationwide: approx. 3,400 stores * As
of May 18, 2010
SoftBank Telecom |BB Mobile Point ?ggﬂgﬁlm membersy |7 TOKeido Shirkansen (between Tokyo and i
’ Osaka): N700 series trains and 17 stations
« New Narita Express (E259 series): inside trains
Charges differ depending on ISP
304 yen/month (including tax)
SoftBank BB Odekake Access (public wireless LAN service) (Yahoo! BB option) Roaming with BB mobile points
1 free ID with subscription to
wireless LAN pack (rental)
500 yen/month
Y ahoo! Y ahoo! Wireless LAN Spot (200 yen/month for Y ahoo! Roaming with BB mobile points
Premium members)
Mainly in Tokyo but expanding to Chiba, Kanagawa,
livedoor livedoor Wireless 500 yen/month and Saitama areas 2,200 access points at coffee shops,

restaurants, large-scale commercial facilities, and
large-scale home appliance stores, etc.

(Source) Ministry of Internal Affairs and Communications and websites of respective business operators

7 With some business operators roaming services are available at an additional charge that enables the use
of the wireless LAN services of affiliate business operators.
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Chapter 1 Market Delimitation within the Internet Connection Domain

This chapter concerns delimitation of the internet connection domain market.

1. Delimitation of service markets
Conventional delimitation was adopted for use in service markets.

Access network services were first delimited into the narrowband market, consisting of Dial
Up (DU) and full-time ISDN (ISDN) connection services, and the broadband market, consisting of
ADSL, FTTH, and CATYV internet (CATV) services. Those five services were then also delimited
into respective sub-markets. FTTH was further delimited into a sub-market of independent houses
+ business offices and a sub-market of apartment buildings. Thereason for that FTTH delimitation
isthe different situation with the way the services are provided. The business operator and access
speed can be selected as the residents’ own decision with independent houses + business offices
while physical limitations such as an agreement or permission from the other residents or
management companies exist with apartment buildings.

The overal internet connection service market was then delimited into a single ISP market.

Wireless broadband services are at present not subjected to any market delimitation asthey are
considered to be relatively new servicesthat are still in their infancy, etc.

Figure I11-1 illustrates the market delimitation of the above service markets.

[Figurelll-1 Market delimitation within internet connection domain]
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2. Delimitation of geographical markets
The market delimitation made in FY 2006 was adopted for geographical markets.

The narrowband market, cable internet market, and ISP market of the broadband market were
first delimited as a nationwide market. The reason cable internet services were geographically
delimited into a nationwide market is that although in actuality CATV business operators
exclusively provide services in municipalities, recent alliances of CATV business operators, the
emergence of Multiple System Operators (M SO) that own/operate broadcast facilities in multiple
regions, and increased alternative useto FTTH, etc. within the broadband market, etc. needed to be
taken into consideration.

The ADSL market, asub-market of the broadband market, was then delimited into two regions,
namely Eastern Japan and Western Japan, or the business zonesof NTT East and West. FigureI11-2
illustrates the segmentation of these two regions.

(i) Eastern Japan region
Hokkaido, Aomori, Iwate, Miyagi, Akita, Yamagata, Fukushima, Ibaraki, Tochigi, Gunma,
Saitama, Chiba, Tokyo, Kanagawa, Niigata, Yamanashi, and Nagano

(if) Western Japan region
Shizuoka, Aichi, Mie, Gifu, Toyama, Ishikawa, Fukui, Shiga, Kyoto, Osaka, Hyogo, Nara,
Wakayama, Tottori, Okayama, Hiroshima, Yamaguchi, Tokushima, Kagawa, Ehime, Kochi,
Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Kagoshima, and Okinawa

[Figurelll-2 Geographical segmentation of ADSL market]

To ensure appropriate identification/analysis of the status with competition the overall
broadband market and FTTH sub-market were delimited into geographical markets that instead of
being based on the business zones of NTT East and West were based on the business zones of



electrical power-related business operators *. More concretely, the delimitation took placeinto the
10 following blocks of Hokkaido, Tohoku, Kanto, Tokai, Hokuriku, Kinki, Chugoku, Shikoku,
Kyushu, and Okinawa based on the business zone of the el ectricity business of the parent electrical
power-related business operator (or relevant business operator if they also engaged in the
telecommunications business). Figure 111-3 illustrates those 10 blocks.

(1) Hokkaido block: Hokkaido
(i) Tohoku block: ~ Aomori, Iwate, Akita, Miyagi, Yamagata, Fukushima, Niigata

@ity  Kanto block: Ibaraki, Tochigi, Gunma, Saitama, Chiba, Tokyo, Kanagawa,
Yamanashi, Shizuoka’ (east of Fuji River)

(iv)  Toka block: Nagano®, Gifu, Shizuoka (west of Fuji River), Aichi, Mie

(v) Hokuriku block: Toyama, Ishikawa, Fukui

(vi)  Kinki block: Shiga, Kyoto, Osaka, Hyogo, Nara, Wakayama

(vii)  Chugoku block:  Tottori, Shimane, Okayama, Hiroshima, Yamaguchi

(viii) Shikoku block:  Kagawa, Tokushima, Ehime, Kochi

(ix)  Kyushu block: Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Kagoshima
x) Okinawablock: Okinawa

! Electrical power-related business operators refer to Hokkaido Telecommunication Network, Tohoku
Intelligent Telecommunication, Family Net Japan, Hokuriku Telecommunication Network, K-Opticom,
Energia Communications, STNet, Kyushu Telecommunication Network, and Okinawa Tel ecommunication
Network. The mansion ISP business of TEPCO Systems was succeeded by Family Net Japan in January
2009. With the aggregation of market share, etc. the figures of Chubu Tel ecommuni cations were counted as
being for KDDI because of a partial assignment of stock that took place in April 2008.
% The figures for Shizuoka prefecture were proportionally distributed into two blocks according to the ratio
of households with the Fuji River used as a borderline, and cal culated based on the “Popul ation Summary
of Basic Resident Registers’ (March 2009). Although Shizuoka prefecture lays within the business zone of
NTT West the figuresfor regionswest of the Fuji River were added to the Tokai block whereas those east of
the Fuji River to the Kanto block when cal cul ating the number of subscriptionsfor the 10 blocks. Therefore,
although the Kanto block is basicaly included in the business zone of NTT East the number of
subscriptionsin the Kanto block includes the Shizuoka prefecture (east of Fuji River) subscriptionsthat are
not included in the business zone of NTT East.
% Although Nagano prefecture lies within the business zone of NTT East it was included in the Tokai block
in this geographical market delimitation. Therefore, although the Tokai block is basically included in the
business zone of NTT West the number of subscriptionsin the Kanto block includes the Nagano prefecture
subscriptions that are not included in the business zone of NTT West.
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[Figurelll-3 Geographical segmentation of overall broadband market and FTTH market]
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3. Markets subjected to assessment/analysis

All delimited markets were subjected to analysis apart from the narrowband market. The
narrowband market was not subjected to any assessments or analysis because the status with
competition is basically the same as with the fixed telephone market and its importance has been
decreasing because of the development of broadband services.

4. Structure of assessment and analysis

With the internet connection network services the assessment and analysis first took place of
the overall broadband market and then on the sub-markets of ADSL, FTTH, and cable internet.
Assessment and analysis also took place on the ISP market with regard to internet connection
Sservices.

5. Treatment of business operator data
(1) Overall broadband market

NTT East and NTT West were treated as being one company, namely NTT East and West, in
the nationwide assessment/analysis. Electrical power-related business operators were al so treated
as one company, collectively “electrical power-related business operators’, after having totalled
the data of the respective business operators.

Thereason NTT East and West and electrical power-related business operators were
respectively treated as one company is as follows. At present NTT East and West provide separate
services in Eastern Japan and Western Japan, respectively, and electrical power-related business
operators in respective regiona blocks. Because of this a single nationwide geographica market

being analysed would result in NTT East and NTT West, whose business zones do not overlap,
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being regarded as having a competitive relationship, along with the respective electrical
power-related business operators too. Electrical power-related business operators do not have
mutual capital ties, and thus treating them as one company leaves more room for discussion. From
the users’ point of view, however, the services of electrical power-related business operatorsin
other regions cannot be selected as an alternative, and hencethey arein the same situation asNTT
East and West. They were therefore treated as one company when cal cul ating the indices.

In addition, if multiple CATV business operators were deemed to be operating under the same
M SO they were treated as a single group company when cal cul ating the share and HHI of the
number of subscriptions, etc. and when the numbers of subscriptions of those business operators
were totalled.

(2) ADSL market

Aswith the overall broadband market NTT East and NTT West were treated as one company,
namely NTT East and West, in the nationwide assessment/analysis.

(3) FTTH market

Aswith the overall broadband market NTT East and NTT West were treated as one company,
namely NTT East and West, in the nationwide assessment/analysis, and electrical power-related
business operators also as one company, namely “electrical power-related business operators’,
when totalling the data of the respective business operators.

(4) Cableinternet market

If multiple business operatorsin the cable internet market were deemed to be operating under
the same M SO they were treated as a single group company when cal cul ating the share and HHI of
the number of subscriptions, etc. and when the numbers of subscriptions of those business
operators were totalled.



Chapter 2 Analysis of Major Indices in Broadband Market
This chapter analyzes major indices in the overall broadband the internet connection domain
market.
1. Market size
(1) Changesin number of subscriptions

The number of subscriptions in the overall broadband market was 31.877 million and is
increasing, although the rate of increase has been declining. By service the FTTH market has been
increasing while the ADSL market started decreasing in March 2006.

[Figurelll-4 Changesin number of subscriptionsin broadband market]
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(2) Penetration rate with number of subscriptions by prefecture

Comparing the penetration rate by prefecture in the broadband market in December 2008 and
also December 2009 reveal ed the penetration rate of FTTH to be increasing in every prefecture.
Conversely, however, the penetration rate of ADSL has been decreasing in every prefecture. In
addition, prefectures with high FTTH penetration rates are concentrated in the Kanto and Kinki
areas where competition is considered to be relatively good. The penetration rate of broadband
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overal isalso relatively high in those regions.

Examining the difference between the rate of present increase with that of the previous term
(hereinafter referred to as the * penetration increase rate” and “ penetration decreaserate”) revealed
prefectures with high FTTH penetration increase rates tended to have high ADSL penetration
decrease rates while prefectures with low FTTH penetration increase rates tended to have low
ADSL penetration decrease rates. This indicates that a migration from ADSL is actively taking
place in regions where the penetration of FTTH is progressing while the contract cancellation rate
of ADSL islow in regions where penetration of FTTH is not progressing very fast.

[Figurelll-5 Penetration ratein number of subscriptionsin broadband market by
prefecture]
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[Figurelll-6 Penetration increaseratein number of subscriptionsin broadband market by
prefecture]
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2. Analysis of status with competition
(1) Share of business operators of number of subscriptions

Examining the share of business operators of number of subscriptions in the broadband market
revealed the share of NTT East and West to be 52.2% as of the end of March 2010. The share of
NTT East and West has been consistently increasing since March 2004, in contrast to other major
business operators whose share has been declining. Therisein the share of NTT East and West
with FTTH is considered to be adirect result of an increase in the percentage of FTTH
subscriptions, which will be discussed in more detail in Chapter 4.



[Figurelll-7 Share of business operatorsof number of subscriptionsin broadband market
(asof theend of March 2010)]
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[Figurelll-8 Changesin share of business operators of number of subscriptionsin
broadband market]
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(2) Changesin market concentration (shareand HHI of top three business operators)

Thetota share of the top three business operators (NTT Group, SoftBank Group, and eAccess)
of the number of subscriptionsin the broadband market was 71.9% as of the end of March 2010.
Their share has remained at about 70% since June 2004, and hence can be seen to have only
dlightly risen.

The HHI of the number of subscriptions in the broadband market was 3,048 as of the end of

March 2010 and continues to be on an upward trend.

[Figurelll-9 Changesin shareand HHI of top three business operator s of number of
subscriptionsin broadband market]
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3. Analysis of indices by geographical market
(1) Number of subscriptions by regional block

Examining the number of subscriptions by regional block reveal ed the number to be the largest
in Kanto with 13.047 million as of the end of March 2010, followed by Kinki with 5.642 million,
and Tokai with 3.883 million, thus indicating large numbers of subscriptions tending to be
concentrated in the greater metropolitan regions.

Examining broadband methods by regional block revealed ADSL to have arelatively high
percentage in Tohoku (41.7%), FTTH relatively high in Kinki (61.0%), and cable internet
relatively high in Hokuriku (28.1%).

[Figurelll-10 Number of subscriptionsin broadband market by regional block (as of the
end of March 2010)]
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[Figurelll-11 Percentage distribution of number of subscriptionsin broadband market by
regional block (as of theend of March 2010)]
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(2) Market concentration by regional block (shareand HHI of top three business operators)

By regional block the share of the top three business operators of the number of subscriptions
was at least 60% in every regional block and exceeded 90% in Tohoku and Okinawa, in particular.

TheHHI, however, varieswith theregion. It wasrelatively low in Kanto (3,037), Tokai (2,625),
and Kinki (2,518), thusindicating the high level of competition in those blocks when compared to
other regions. After taking into considering the overall high level of the share of the top three
business operators, however, the market can basically be considered to be oligopolistic in every
regional block.
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[Figurelll-12 Shareand HHI of top three business operators of number of subscriptionsin
broadband market by regional block]
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4. Assessment of status with competition
(1) Trendsin FY 2009
1) Number of subscriptions

The number of subscriptions continues to increase in the broadband market, although the rate
of increase is on a declining trend. Examining the percentage of respective servicesrevealsthe
percentage of ADSL to be decreasing while that of FTTH to be on an upward trend.

2) Share

Because of therise in percentage of FTTH in the broadband market NTT East and West also
had asincrease in their share of the number of subscriptions of FTTH which then lead to their
share of the overall broadband market rising (52.2% as of the end of March 2010).

SoftBank Group and eAccess, with certain shares of the number of ADSL subscriptions, have
the second and third share, respectively, after NTT East and West of the overall broadband market.
With the net decreasein total number of ADSL subscriptions, however, their shares have both been
on adeclining trend.

3) Dissemination of servicesusing NGN by NTT East and West

NTT East and West commenced services (“FLET’ S Hikari Next”) using the Next Generation
Network (NGN), which enables Hi-Vision equivalent video phone services and video picture
distribution services with QoS (Quality of Service), to be provided in March 2008, and have been
providing the services nationwide, although mainly in metropolitan areas.

Telecommunications business operators that provide broadband network services using NGN
and content providersthat provide video picture distribution servicesusing “FLET’ S Hikari Next”
entering the market can be expected to further revitalize the market, although mainly FTTH, in the
future.

(2) Market dominance
1) Existence of market dominance

[1] Independent market dominance

After taking into general consideration the following determining factors, etc., NTT East and
West were deemed to be in a position of being capable of independently exercising market
dominance. The current market structure and status with competition between business operators
makes the probability of NTT East and West, with the top share of the number of subscriptionsin
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the market, being in a position of being capable of controlling the price and other relevant
conditions quite high.

a) Quantitative criteria

The share of NTT East and West of the number of subscriptionsin the broadband market has
been consistently increasing with the migration from high-speed broadband to ultra-high-speed
broadband, represented by FTTH, that has been taking place, being 52.2% as of the end of March
2010, while the difference with the shares of the other business operators (12.0% for SoftBank
Group and 7.2% for eAccess) has been increasing.

b) Other major deter mining factors

The share of NTT East and West of overall subscriber lines (total of metal lines and optical
fiber lines) was 87.9% as of the end of March 2010.

ADSL and FTTH services being provided by competing business operators largely depends on
open access to the subscriber lines of NTT East and West. NTT East and West can, therefore,
impose on competing business operators via the various procedures, etc. involved in the use of
those facilities.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. business
operators with the top share were deemed to be in the position of being capable of cooperatively
exercising market dominance.

a) Quantitative criteria

The share of the top three business operators of broadband market was 71.9% as of the end of
March 2010, thus indicating the market to be oligopolistic. In addition, the share of the top three
business operators has been levelling off since the end of June 2004, although it had slightly risen
as of the end of March 2010. The HHI, however, was 3,048 as of the end of March 2010 and
continues to be on an upward trend.

b) Other major deter mining factors

A certain homogeneity in the terms of the service content and flat rate charge systems, €tc. is
considered to have tended to have occurred with the broadband services provided by individual
business operators.
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2) Exercise of market dominance
[1] Independent market dominance

Measures to restrain/check any exercising of market dominance have been taken with NTT
East and West through application of regulations on connections, actions, and servicesin
accordance with the type 1 designated telecommunications facility system.

Theincrease in the share of NTT East and West of the growing FTTH market along with the
decrease in total number of ADSL subscriptions has resulted in the share of NTT East and West of
the overall broadband market exceeding 50%.

After taking into consideration these factors, etc., and although to a certain extent measures to
restrain any exercising of market dominance have been taken, the possibility of NTT East and
West independently exercising market dominance cannot be denied and concerns over leveraging
fixed telephones, etc. are considered to exist.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. the possibility of
the multiple business operators with the top shares exercising cooperative market dominanceis
considered low.

The broadband market is gradually expanding and competition for market share is expected to
continue between business operators while the difference between the largest share and the second
largest share is also increasing, thus making cooperation between multiple business operators
being deemed unlikely.

However, competition for market share may change in the future and hence close observation
of market trends is still necessary. It should be noted in particular that the total number of ADSL
subscriptionsis on adecreasing trend and the possibility of cooperation between business
operators is considered to be relatively high.

(3) Examination from users point of view

User intentions with respect to the internet connection domain are considered here based on the
results of the*FY 2009 Results of the Second Tel ecommuni cations Service Monitor Questionnaire

Survey”*.

Theresults of the survey shown in Figure 111-13 reveal the top reasons for selecting an internet

* Published June 30, 2010. Refer to
http://www.soumu.go.jp/menu_news/s-news/02kiban08_02000044.html.
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connection network service to be the service conditions, including full-time connection, usage
charges, and connection speed. In addition, the number of those listing ease of introduction,
including construction work and procedures, as second and third choiceswas aso relatively large.
Furthermore, the results of the survey shown in Figure I11-14 reveal that many listed usage charges
astheir first reason for selecting a business operator and many listed the ease of introduction,
including construction work and procedures, as their second and third reasons.

[Figurelll-13 Reasonsfor selecting internet connection networks currently subscribed to]
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[Figurelll-14 Reasonsfor selecting internet connection business operators currently
subscribed to]
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(4) Mattersrequiring close observation in the future

Although measuresto restrain/check any exercising of market dominance, including regulation
on connections, actions, and services in accordance with the type 1 designated
telecommunicationsfacility system, have been taken with NTT East and West an order to improve
their business activities was issued to NTT West regarding the handling of information obtained
from other telecommunications carriers as part of its businessin connection to
telecommunications facilities in February 2010. The status with compliance of the competition
rules therefore needs to continue to be closely observed in the future.

In addition, the share of NTT East and West of the broadband market has been on an upward
trend with arisein their share of the FTTH market and thus analysis of changesin competition
trends in the market will aso be important.

Furthermore, attention should also be paid to the impact that the dissemination of the“FLET’S
Hikari Next” services of NTT East and West using NGN will have on the broadband market. The
use of these servicesis expected to increase with the expansion of the areas they are provided in
the future, and hence the possibility of leveraging fixed telephones, etc. should continue to be
closely observed.

In addition, wireless broadband services, including BWA, etc., are being disseminated and the
impact these new services will have on the broadband market, etc. will also need to be closely
observed.
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[Referencelll-1 Major indices by regional block (broadband market, as of the end of
March 2010)]
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10. Okinawa
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(Source) Ministry of Internal Affairsand Communications
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Chapter 3 Analysis of Major Indices in ADSL Sub-Market
This chapter involves the analysis of major indices in the ADSL sub-market with the internet
connection domain.
1. Market size
(1) Changesin number of subscriptions
The number of subscriptionsin the overall ADSL market has continued to decrease and was

9.735 million as of the end of March 2010.

[Figurelll-15 Changesin number of subscriptionsin ADSL market]
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2. Analysis of status with competition
(1) Statuswith charges
1) Changesin chargelevel
Figure 111-16 illustrates changes in charges of major business operators.
No improvement in transmission speed has been observed since 2006 and charges have also

reached their lowest.

[Figurelll-16 Changesin ADSL charges]
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[3. Yahoo! BB (SoftBank BB), @nifty + afccess
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4]u squivalant. from Feb. 2004. 2880 yen (Changed to S50M squival dant from Maov, 1004)
‘Yahoo! B8 SOM (from Jan. 2004, 2,780 yen) @nifty Acoess SOM course
(Changed from 45M 1o SOM in Sep. 2004, 50M Revo commenced in Feb. 2008) from Aug. 2008, 2,880 yen \
(from Nov. 2001, 2980 yen]
.
@ity eAcoess SM/12M course. from July 2003, Standard course
(5M aquivalant, from Mav. 2001, 3,280 yen; 12M equivalent Yahoo! BB 26M (from July 2003, 2 680 yen)
from Oct. 2002, 3,380 yar. f10m July 2003, 32800000 o o e o o o o e e e
ahoo! BB 12M {from Aug, 2002, 2,480 yen) g"r;;\.:u;c?n;mzs?mvmuz:
2.0 Yahoo! B8 &M (fom Sep. 2001, 2.280 yen)
sty ahccass Light coursy /' - T
1M (o May 2003) / 3M (from Ape. 2005) / ! ND accapt !ﬂg( A 2 2008
10 M {from June 2008] equivalent, 2,600 yen) @rety siccass Enty cou @ e asmepRances 4 e
{560k equivalent, from July 2005, 1,760 yen) @ity sAccess 12M couwse
@ty eAccess Value course from Aug. 2008, 1.880 yen
{12M aqunalent. from Oct. 2006, 1,830 yen)
o * Light conatus priidin tushte eActes aiea
o4 0110 024 0210 034 0310 044 0400 05.4 05.705.10 064 0610 0713 07.10 083 0810 9.3 0910 0.3
[{Note) Charges for shared use with telephone. Includes ISP charge. Monthly basic charges for of NTT East and Wes! and rental charges for ADSL modems not included

(Source) Websites of respective business operators.

(2) Share of business operators of number of subscriptions

Examining the share of business operators with regard to their number of subscriptionsin the
ADSL market reveals SoftBank BB to have the largest nationwide share and the difference with

NTT East and West, who have the second largest share, to be increasing.

By region the decreasein the share of NTT East and West is common to both Eastern Japan and

Western Japan.
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[Figurelll-17 Changesin share of business operatorsof number of subscriptionsin ADSL
market (nationwide)]
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(Source) Ministry of Internal Affairs and Communications

[Figurelll-18 Changesin share of business operatorsof number of subscriptionsin ADSL
market (Easter n/Western Japan)]
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(Source) Ministry of Internal Affairs and Communications
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(3) Changesin market concentration (shareand HHI of top three business operators)

1) Changesin share of top three business operators

The share of the top three business operators (SoftBank BB, NTT East and West, and eAccess)
of the number of subscriptionsin the ADSL market was 97.0% nationwide as of the end of March

2010, that in Eastern Japan 97.6%, and Western Japan 96.2%. In June 2009 eAccess took over
ACCA Networks.

[Figurelll-19 Changesin share of top three business operators of number of subscriptions

in ADSL market]
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(Source) Ministry of Internal Affairs and Communications
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2) Changesin HHI
The HHI with the number of subscriptionsin ADSL market was 3,263 nationwide as of the end
of March 2010, that of Eastern Japan 3,221, and Western Japan 3,375.

[Figurelll-20 Changesin HHI with number of subscriptionsin ADSL market]

3,500
3.400 | 3375
3,300 3217 3257 3263
3216 3247 !
3.200 1 3149
3,100 + 3044 305
3,000 r
2896
2900 r - 2909
2,800
2,700 r
2,600
2,500
04.3 05.3 06.3 07.3 08.3 09.3 10.3
| =4#=HHI (nationwide) =#—HHI (Eastern Japan) HHI (Western Japan) |

(Note) NTT East and West are regarded as one company when calculating share.
(Source) Ministry of Internal Affairs and Communications
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3. Assessment of status with competition
(1) Trendsin FY 2009
1) Number of subscriptions

The number of subscriptions in the ADSL market was 9.735 million as of the end of March
2010. It has been decreasing since June 2006 and has fallen below 10 million.

2) Share

SoftBank continues to have the largest share nationwide. The future migration from ADSL to
FTTH and dissemination of wireless broadband services, including BWA, etc., in however, could
significantly impact the competitive structure of the ADSL market.

(2) Market dominance
1) Existence of market dominance

[1] Independent market dominance

After taking into general consideration the following determining factors, etc. SoftBank BB
was deemed to be not in a position of being capable of independently exercising market
dominance whereas NTT East and West were.

a) Quantitative criteria

SoftBank has the largest share (38.7%) of the number of subscriptionsin ADSL market as of
the end of March 2010, followed by NTT East and West (34.8%).

b) Other major deter mining factors

With subscriber [inesNTT East and West have a share of 99.9% (as of the end of March 2010)
of the metal lines used for ADSL.

The provision of ADSL services by competing business operators largely depends on open
access to the subscriber lines of NTT East and West. NTT East and West can therefore impose on
competing business operators through various procedures, etc. involved in the use of those
facilities.

Subscriber access to networksinvolving metal linesowned by NTT East and West® isexclusive
and even SoftBank BB, the business operator with the top share of number of subscriptions, could

® Networks here include not only those used for broadband services but also PSTN (Public Switched
Telephone Networks) and corporation networks, etc.
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face difficulty in consistently providing services without certain competition rules being in place.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. business
operators with the top share were deemed to be in the position of being capable of exercising
cooperative market dominance.

a) Quantitativecriteria

The share and HHI of the top three business operators in the ADSL market were 71.9% and
3,263 as of the end of March 2010, thus indicating the market to be oligopolistic.

b) Other major determining factors

The market has already in matured as the number of subscriptions has continued to decrease
and the number of business operators entering the market has been on a declining trend. With the
progress of the migration to FTTH, however, business operators may shift from competing to
cooperating in order to survive in the ADSL market.

2) Exercise of market dominance
[1] Independent market dominance

After taking into general consideration the following factors, etc. the possibility of NTT East
and West independently exercising market dominance is considered low because of current
regulations and the market environment.

M easuresto restrain/check any exercising of market dominanceto a certain extent have aready
been taken with NTT East and West through application of regulations on connections, actions,
and services in accordance with the type 1 designated telecommunications facility system.

Thishasresulted in powerful business operators that can compete with them already existingin
the ADSL service market as SoftBank BB maintains the largest share of number of subscriptions
and eAccess, with the third largest share, took over ACCA Networks in June 20009.

In addition, competition pressure from FTTH and cable internet is also considered to make
raising the price difficult.
[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. the possibility of
multiple business operators with the top shares exercising cooperative market dominanceis
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considered low.

Active competition in acquiring new customers has to date already taken place in the SDAL
market, including active campaigning for new subscriptions, substantially lowering charges but
improving speeds, and collaboration services concerning fixed telephones and mobile phones, and
thus the possibility of cooperation is considered low.

In addition, regulations on connections, actions, and services in accordance with the type 1
designated telecommunicationsfacility system apply to NTT East and West, and thus the barrier to
entry is not considered to be very high. The past status with competition makes cooperation
between multiple business operators very unlikely.

(3) Mattersrequiring close observation in the future

The possibility of afurther increase in the share of certain highly competitive business
operators and of implicit cooperation between multiple business operators with the price in the
mature market, etc. will need to be continued to be closely observed in the future. In addition, the
possibility of NTT East and West |everaging their dominance in the fixed telephone market in
increasing their dominancein the ADSL market al so needs to be continued to be closely observed.
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Chapter 4 Analysis of Major Indices in FTTH Sub-Market

This chapter involves analysis of major indices in the FTTH sub-market of the internet
connection domain.

1. Market size
(1) Changesin number of subscriptions

The number of subscriptionsin the overall FTTH market has continued to increase and was
17.789 million as of the end of March 2010. Therate of increase, however, ison adownward trend,
being just 3.4% from December 2009 to March 2010.

By sub-market the number of subscriptionsin the sub-market of independent houses + business
offices exceeds that of the sub-market of apartment buildings (the percentage of the sub-market of
independent houses + business offices within the overall FTTH market was 40.6% and that of the
sub-market of apartment buildings 59.4%).

[Figurelll-21 Changesin number of subscriptionsin FTTH market]
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(Note) Figures before June 2004 partly include estimates.
(Source) Ministry of Internal Affairs and Communications
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2. Analysis of status with competition (overall FTTH market)
(1) Statuswith charges

Figure I11-22 illustrates changes in the charges of major business operators. In addition, Figure
I11-31 compares the charges for the major services of major business operators.

Each business operator steadily increased their charges from 2001 on but they have remained at
basically the same level since 2005.

[Figurelll-22 Changesin chargesfor major FTTH services|

1. NTT East
(Monthly charge: yen/menth (excluding tax))

40,000] B FLET'S Business Type (from Nov. 2001, 40,000 yen

/ /

FLET'S Hikari Next Business Type B FLET'S Business Type
10,0004 (from Oct. 2008, 40,000 yen) FLET'S Hikari Next Business Type
(from Oct. 2006, 39,200 yen)

B FLETS Basic Type (from Awg. 2001, 9,000 yen)

B FLET'S Buikiing Type (Plan 1) /
(from Nov. 2003, 4,500 yen)
B FLET'S Basic Type

B FLET'S Hyper Family Type (from Oct. 2009, 8,200 yen)

B FLET'S New Family Type

{from Nov, 2004, 4,500 yen)
{from June 2002, 5,800 yan)) (from Feb. 2008, 4,100 yen) FLET'S Hixari Next Family Type
BFLET'S Family Type 4,
) ) (from Oct. 2008, 4,100 yen)
50001  (from Aug, 2001, 5,000 yen) ____ - {from Apr. 2003, BFLET'S Mansion Tyge Mini
| from Apr. 2006, 3,500 yen!
4,500 yan) ( pr. 3 yen)
B FLET'S Mansion Type (Plan 1) 7 N
(from Aug. 2001, 3,800 yan) /

T\ Ufrem Dec. 2001, !.m:ani

o

Pl E
7 |utrom See 2004 2 900 yen) ——nd
from July 2003, 2 850 yen]
/ 1

BFLET'S Ma: T Plan 2
msion Type (Plan 2) (from Sep. 2004, 2,500 yen) — 7 ~—
B FLET'S Builfing Type (Plan 2) B FLET'S Mansion Type (Plan 2 Hyper) FLET'S Hikari Next  FLET'S Hikari Next FLET'S Hikari Next
{from Nov. 2003, 3,850 yen) (frem Apr. 2006, 2,500 yen)) Mansion Type Mini Mansion Type Plan 1 Mansion Type Plan 2
(from Oct. 2008, 3,500 yen)  (from Oct. 2008, 2.900 yen) (from Oct. 2008, 2,500 yen)

0110 024 (PR 034 0310 044 04,10 054 064 08.10 073 07.10 083 0810 083 08.10 103

Mote) Excludes ISP charge. additional function usage fee_interior wiring installation charge, and optical network unit installation charge.

(2 NTT West
(Monthly charge: yenimenth {excluding tax))

A0, B FLET'S Business Type [rom Now. 2001, 40,000 yen)

FLET'S Hikari Next Business ryne/'
{irom Gct. 2008, 40,000 yen)
FLET'S Mikani Premium Enerprise Type
{from Aug. 2008, 19,000 yen)

B FLET'S Basic Type (fom Aug. 2001, 9,000 yen)

FLET'S Hikari Premium Family Type

B FLET'S Famdy Type {from Mar. 2008, 4,300 yen FLET'S Mikan Next Famiy T
N B FLET'S Famiy 100 Type yen] i amity Type
e mmanamas 00 T | fhomoe 8 430000
1 .
8 FLET'S Marsion Type Blan 1 i
oo s 200 8 5 I" [from Sep. 2002, 4,300 yen)
! ven B FLET'S VWireless Type Plan 1 FLET'S Hikan Preenien FLET'S Hikan Pramium
o et 2003, 3,500 yen) Marsian Type Plan 1 Marsion Type Pran Mni FLETS Fikan Next Marsion Type M
{from Ape. 2005, 3,100 yari) {from Sep, 2007, 3900 yen)  (iom Ot 2008, 3,500 yen)
{from Dec. 2001, 3,500 yen) 1
|irom Sep 2004 %100 yen)
-z
B FLET'S Mansion Type Pian 2 | fr 2004, 2800 yan) //_
from Dec. 2001, 3,000
! e B FLET'S Wireless Typo Plan 2 FLETS rkan et # X
fvom Decx. 2003, 3,000 yer) "wion Type Plan FLET'S Hikarl Newt
FLET'S Hikar Pramium Marsion Type Plan 2 (om Oct 2008, 3100 yen)  Mansion Type Pan 2
« frem Age. 2004) {from Apr. 2005, 2.600 yan) {from Dt 2008, 2,800 yen)
Commencement of
FLET'S Zutio (cominuous) Discount” and
FLET'S Ao (amazing) Discoust” * {irom Jure 2008)
Commencement of “Hikan Guno Discount”
o — — — —
110 (7T 210 034 (FAT (7T (XD 54 (7T 0610 (7] (TRT T (CECINTE) a0 103

Mate1) Excludes ISP charge. additonal function usage fee. and optical network unit installation charge.
(Note 2) *FLET'S Atto (amazing) Discount™: 10% discount on usage charges on tha condition of continued use for two years (needs 1o be applied for). <Examgle= In the case of FLET'S Hikari Premsum Famdy Type: 3.870 yen
(Note 3) "FLETS Zutto (continuous) Discount™: Regular charges for the first year, 5% discount for the second year, 10°% discount for the third year an (auiomatically applicabia).
<Exampie> In the case of FLET'S Hikari Premium Family Type: 4,300 yen for the first year, 4,085 yen for the second year, 3,870 yen for the third year an
{(Mote 4) “Hikari Gutto Discownt™ 3,000 yen for the first year with FLET'S Hikari Premium Farnily Type (limited to certain regions and implemented only for the campaign peiod)
licable regions: Shizuoka, Aichi, Kyoto, Osaka, Hyogo, Hiroshima, and Fukuoka
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3. K-Opticom, TEPCO/KDDI (+ NIFTY}
(Monthly charge: yenimonth (excluding tax))

K-Opticom: Insemet Office (16 fixed global I addresses) {from Oct. 2003, 54,800 yen)

K-Opticom: Internet Office (8 fued global IP addresses) (fom Oct. 2002, 39,800 yen)

| (from Oct. 2003, 34,800 yen)

K-Opticom. 1 fixed global 1P Oct 2002, 31,290 yen)
| ifroen Oct. 2003, 24,800 yen)
K-Opticam. 1 dyt global IP adds from Oct. 2003, 16,800 yen)
TEPCOMNIFTY. TEPCO Hikari Home Type (from Ape. 2002, 9,500 yen) 0 Hikari Net (Home type)
- - 1G cowrse (Fom July 2005, 8,381 yen )

1
1 from Dec. 2002, 7,800 yen)

0
LI AN 2000 e

K-Dpticor 0o Home Fler (free Ape. 2002 8,000)

@0 Hikari Nt (Homa type) 100M Premium course {rom July 2005, 5.238 yen ") (from July 2008, 200M cowrse)

{from Jene 2001, 3,680 yen)

@ity Hixari one Mansion VB (from July 2006, 4,100 yen} — plan name changed 1o @nifty au Hikar

5,000} {from July 2005, ea Hikan Met H T 2008, 5,200
rom Sop. 2004, 4,762 yeril Me) 100 cores) - @ity Hixari one Giga-Toku plan (rom Oct 2008, 5,200 yen)
K-Opti Cyberpon: &5 Maga Fiber VD5L TOPCOMNIFTY. TOPCO Hikari Mansion V' (fom May 2004, 4,300 yen)
1"

theem M 2005, 3050 v
Marsion E (from Sep. 2004, 3700 yen) =

TOPCOMIFTY: TOPCO H

(irom Dec. 2002, 3480 yen)

K-Opti Cybarport: 0 Mega Fiber Esner
{from June 2001, 3,480 yen) ™

[from D 2002, 2.500 yan)
VDSL-S, 3,505 yen) "

(IET] 24 210 Tas a0 D4 [IXCITE]
{Note 1) Includes ISP charge. Additional function usage fee and discount services, eic. not considared.
(Mote 2) Includes optical network uni instaliaton charge and modem usage fee (excludes senvices indicated with ™).
{Note 3) Networks for “TEPCO" services for which NIFTY set the charge were provided by TEPCO from Apeil 2002 to December 2008 and by KDDA from January 2007 on
4. USEN
{Monthiy charge: yen/month {exchuding tax))
AKSEN: BROND GATE 02 Ogtical Gigahit Acoess (om Jung 2003, 480,000 yen)
USEN: BROAD-GATE 02 Optical Multi Access 500 (from Sep 2006, 340,000 yen)
USEN: BROAD-GATE 02 Optical Multi Access 200 {from Sep. 2006, 260,000 yen)
USEN: BROND GATE 02 Oglical Busingss Access P32 firom Dec. 2002, 180,000 yen)
USEN: BROAD-GATE 02 Optical Business Access IP16 {from Juns 2002, 52,000 yen)
Sarvica terminaled in October 2007
USEN: BROAD-GATE 02 Service Pack IP8 (from June 2002, 38,000 yen) Onlegraler into "Dptical Business Accsss IPE)
LSEN: BROAD GATE 02 Optical Busingss Access 1P (from Jung 2002, 32,000 yen,
USEN: BROAD.GATE 02 Oplical Business Access IP1 (from June 2002, 22,000 yen)
USEN: BROADGATE 01 HOME100 (from Ape. 2001, 6,100 yen)
SEN; BROAD.GATE 01 Home Type ifrom Oct, 2002 yen)
Plan name changed 1o "Gyad HIKARI Home Type®
—= USEN: BROAD.GATE 01 LAN Type (fom Oct. 2002, 4 800 yen) "7
“Ciyal) HIKARI Mansion LAN Type®
EROAD-GATE 01 Typa V L ] itrom Sep. 2007, 3.314 yen)
(from Oct. 2002, 3,900 yen) (o Mar. 2003, 3,300 yen) (froen July 2004.2,838 yen) “Gyad HIKARI Mansion VOSL 100 Type”
of
01,10 24 210 A w0 044 04,10 054 05.10 064 610 013 AT 0810 083 Tet0 103

Hote 1) Includes 15P charge and optical network unit installation charge.
{Note 2) Charges with application of "Mansion Discount Plan” are as follows,
[1] Discount Plan 8 (8 to 15 houses in a building) 4,300 yen

[2] Discount Plan 16 (16 to 29 houses in a building) 4,100 yen

13] Discount Plan 30 (30 or mare houses in a building) 3 800 yen

(Source) Websites of respective business operators.
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[Figurelll-23 Comparison of chargesfor major FTTH services (as of April 2010)]

Providers

Service

Charges
(excluding tax)

Note

« Includes interior wiring installation charge and optical

B FLET’ S Hyper Family Type 5,200 yen network unit installation charge
* Excludes ISP charge
B FLET'SMansion Type
LAN Wiring System, up to 100 M bps upstream/downstream 2,900 yen
Plan 1 (with subscription of 8 houses or more)
B FLET'S Mansion Type Excludes ISP charge
NTT East |LAN Wiring System, up to 1 Gbps upstream/downstream 2,500 yen
Plan 2 Hyper (with subscription of 16 houses or more)
B FLET’S Mansion Type
VDSL System, up to 100 Mbps upstream/downstream 3,250 yen
Plan 1 (with subscription of 8 houses or more) « Includes optical network unit installation charge
B FLET'SMansion Type « Excludes ISP charge
VDSL System, up to 1 Gbps upstream/downstream * 1 2,850 yen
Plan 2 Hyper (with subscription of 16 houses or more)
5,400 yen « Includes interior wiring installation charge and optical
FLET’ SHikari Premium *2 Family Type @ 9’70 yen*3) network unit installation charge
' * Excludes ISP charge
FLET’ S Hikari Premium Mansion Type 3,500 yen
LAN Wiring System, up to 100 Mbps upstream/downstream *4 @ 1’90 yen*3)
Plan 1 (with subscription of 8 houses or more) '
FLET’ S Hikari Premium Mansion Type 3,000 yen
LAN Wiring System, up to 100 Mbps upstream/downstream *4 (2,740 yen *3)
Plan 2 (with subscription of 16 houses or more)
FLET’ SHikari Premium Mansion Type 4,500 yen
VDSL System, up to 100 Mbps upstream/downstream *4 ’
AR .. (4,110 yen *3)
NTT West Plan Mini (with subscription of 6 houses or more)
FLET’ S Hikari Premium Mansion Type 3,700 yen
VDSL System, up to 100 Mbps upstream/downstream *4 @ 3’90 yen*3)
Plan 1 (with subscription of 8 houses or more) !
FLET’ S Hikari Premium Mansion Type 3,200 yen
VDSL System, up to 100 Mbps upstream/downstream *4 @ 9 40 yen *3)
Plan 2 (with subscription of 16 houses or more) '
FLET’ S Hikari Premium Mansion Type 4,000 yen
Optical Wiring System, up to 100 Mbps upstream/downstream *4 @ 6’90 yen*3)
Plan 1 (with subscription of 8 houses or more) '
gl' tI:'_;ISV}\—/"i kari Prznium Mtanic)? '\'/Il')tl)pe stream/downst %4 3,500 yen « Includes equipment usage fee
pu iring System, up to S UpStr ownstream (3,240 yen*3) [+ Excludes ISP charge

Plan 2 (with subscription of 16 houses or more)
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Providers Service Charges Note
(excluding tax)
« Includes ISP charge and ONU/HGW rental charge
« With application of “bank transfer/credit card
au Hikari (au one net) 6,300 yen discount” areduction of 100 yen
Home Type (1 Gbps) ' « With application of “KDDI Collective Discount
Service” areduction of 100 yen
« With Giga-Toku plan areduction of 1,100 yen
« Includes ISP charge and VDSL/HGW rental charge
au Hikari (au one net) . With aE)pIication_of “bank transfer/credit card
Mansion Type V, 8 subscriptions or more 4,100 yen dlsc_ount a_red_u ct|0n“of 100 yen . .
« With application of “KDDI Collective Discount
Service” areduction of 100 yen
« Includes ISP charge and VDSL/HGW rental charge
au Hikari (au one net) . With a?plication_of “bank transfer/credit card
Mansion Type V, 16 subscriptions or more 3,800yen dlsc_ount a_red_u ction of 100 yen . .
! » With application of “KDDI Collective Discount
KDDI Service” areduction of 100 yen
* Includes ISP charge and HGW rental charge
au Hikari (au one net) . With a?plicaii on'of “bank transfer/credit card
Mansion Type E, 8 subscriptions or more 3,700yen d sc_ount a_red_u ct|on“of 100 yen . .
» With application of “KDDI Collective Discount
Service” areduction of 100 yen
* Includes ISP charge and HGW rental charge
au Hikari (au one net) . With a;:plicaii on_of “bank transfer/credit card
Mansion Type E, 16 subscriptions or more 3,400 yen discount” areduction of 100 yen
’ * With application of “KDDI Collective Discount
Service” areduction of 100 yen
* Includes ISP charge and ONU/HGW rental charge
au Hikari (au one net) . With a;")plicaii on of “bank transfer/credit card
Mansion Type F 3,800 yen di scpunt a'red'uctl on“of 100 yen . '
* With application of “KDDI Collective Discount
Service” areduction of 100 yen
eo Hikari Net (Home type) 8,381 yen Includes ISP charge and optical network unit installation|
1G course *6 (8,286 yen*7) |[charge
eo Hikari Net (Home type) 5,239 yen Includes ISP charge and optical network unit installation|
100M Premium course *8 (5,143 yen*7) |[charge
K-Opticom eo Hikari Net (Home type) 5,333 yen Includes ISP charge and optical network unit installation|
200M course (5,238yen) |charge
eo Hikari Net (Home type) 4,762 yen Includes ISP charge and optical network unit installation|
100M course (4,667 yen*7) |charge
30 Dl—gtasr;/g:n(*Mgans ontype) 3,124 yen Includes ISP charge

*1 —Up to 100 Mbps communication speed inside the houses.
*2—"B FLET'S’ plans are omitted because they have the same charges as“FLET’ S Hikari Premium” plans.
*3 — Charges with “FLET'S Atto (amazing) Discount” applicable (10% discount on usage charges on the

condition of continued use for two years).

The subscription remaining in force after the two yearsresultsin the “FLET’ S Zutto (continuous)
Discount” being automatically applicable and a 10% discount continuing to be granted.
*4 — Technical specification of optical network unitsinstalled inside the housesis up to 100 Mbps.

*5 — FTTH services provided by SoftBank Telecom.

*6 — Communication speed of up to 1 Gbps (best effort method) to PC interfaces.
*7 — Charges with the “ Sokuwari” discount applicable (discount on the condition of continued use for at least

two years).

*8 — Communication speed of up to 1Gbpsto optical network units and 100 Mbps from optical network unitsto

PC interfaces.

*9 — Provided by K-Opti Cyberport.

(Source) Websites of respective business operators.




(2) Share of business operators of number of subscriptions

Examining the share of business operators of the number of subscriptionsin the FTTH market
revealsthe share of NTT East and West to be 74.4% as of the end of March 2010. The share of
NTT West has decreased from March 2009, but remains at a high level.

[Figurelll-24 Changesin share of business operatorsof number of subscriptionsin FTTH
market (nationwide)]
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(Note 1) FTTH business of TEPCO was succeeded to by KDDI in January 2007 and thus subscriptions of former
TEPCO from March 2007 on count for KDDI.
(Note 2) The shares of Family Net Japan were transferred from Daikyo to TEPCO Systems and PoweredCom in
April 2008. The category in which figures of Family Net Japan were included was changed from

“others’ to “electrical power-related business operators’ from the end of September 2004 on.
(Source) Ministry of Internal Affairsand Communications

(3) Changesin market concentration (shareand HHI of top three business operators)
1) Changesin share of top three business operators

The share of the top three business operators (NTT East and West, electrical power-related
business operators, and KDDI) of the number of subscriptionsin the overall FTTH market was
91.7% as of the end of March 2010 and is increasing.

Therise in the share of the top three business operators in the independent house market
contributed to therise in their share of number of subscriptionsin the FTTH market. The share of
the major telecommunications carriers, and NTT East and West in particular, of services provided
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at independent houses has been rising, thus resulting in the rise of the share of the top three
business operators.

The share of the top three business operators in the independent house + business office market,

however, has remained at the high level of close to 100%.

[Figurelll-25 Changesin share of top three business operators of number of subscriptions
in FTTH market]
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(Note) NTT East and West and electrical power-related business operators were regarded as one company when
calculating the shares.
(Source) Ministry of Internal Affairsand Communications

2) Changesin HHI

The HHI with the number of subscriptionsinthe FTTH market was 5,836 for the overall FTTH
market as of the end of March 2010 and 6,215 for the independent house + business office market.
In the overal FTTH market it has been declining since September 2003 but then turned to an
upward trend in 2005.

By sub-market the rise in HHI in the independent house market is remarkable.
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[Figurelll-26 Changesin HHI with number of subscriptionsin FTTH market]
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(Note) NTT East and West and electrical power-related business operators were regarded as one company when
calculating the shares.
(Source) Ministry of Internal Affairs and Communications
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3. Analysis of status with competition (in sub-market of apartment buildings)
(2) Changesin number of subscriptions

The number of subscriptions in the apartment building market was 7.215 million as of the end
of March 2010 and has been on an increasing trend. The rate of increase in number of
subscriptions (quarterly), however, has been on a downward trend, and was 2.3% as of the end of
March 2010.

[Figurelll-27 Changesin number of subscriptionsin apartment building market]
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(Note) Figures before June 2004 partly include estimates.
(Source) Ministry of Internal Affairs and Communications

(2) Satuswith charges

No significant change has been observed in charges for services for apartment buildings, as
revealed in Figure 111-22.

The cost of introducing FTTH tends to be higher than that for ADSL because FTTH services
generally require optical fiber to be newly supplied to individua buildings. FTTH services for
apartment buildings, however, can be provided at a charge that is competitive with ADSL to the
residents of apartment buildings through utilization of VDSL, etc.
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(3) Share of business operators of number of subscriptions

No significant change has been observed in the share of business operators of the number of
subscriptions in the apartment building market. The share of NTT East and West, however, was
particularly large at 70.1% as of the end of March 2010, and has been increasing.

[Figurelll-28 Changesin share of business operator s of number of subscriptionsin
apartment building market (nationwide)]
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(Note 1) Figures before June 2004 partly include estimates.

(Note 2) FTTH business of TEPCO was succeeded to by KDDI in January 2007 and thus subscriptions of former
TEPCO from March 2007 count for KDDI.

(Note 3) The share of Family Net Japan was transferred from Daikyo to TEPCO Systems and PoweredCom in
April 2008. The category in which figures of Family Net Japan were included was changed from
“others’ to “electrical power-related business operators’ from the end of September 2004 on.

(Source) Ministry of Internal Affairsand Communications

(4) Changesin market concentration (shareand HHI of top three business operators)
1) Changesin share of top three business operators

The share of the top three business operators (NTT East and West, KDDI, and USEN) of the
number of subscriptionsin the apartment building market was 84.8% as of the end of March 2010
and has been on an upward trend. Thisislargely due to therisein the share of NTT East and West
of the number of subscriptions.
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2) Changesin HHI
The HHI with the number of subscriptionsin the apartment building market was 5,347 as of the

end of March 2010 and has been on an upward trend.

[Figurelll-29 Changesin shareand HHI of top three business operators of number of
subscriptionsin apartment building market (nationwide)]
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(Note) NTT East and West were regarded as one company when cal culating the shares.
(Source) Ministry of Internal Affairsand Communications
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4. Analysis of status with competition (in sub-market of independent houses +
business offices)

(1) Treatment of major indices

The number of subscriptions in the independent house + business office market was
approximated using the total number of subscriptions of menus other than for services provided to
residents of apartment buildings.

(2) Changesin number of subscriptions

The number of subscriptions in the independent house + business office market was 7.215
million as of the end of March 2010 and has been on an increasing trend. The rate of increasein
number of subscriptions (quarterly), however, has been on a downward trend and was 4.3% as of
the end of March 2010.

[Figurelll-30 Changesin number of subscriptionsin independent house + business office
mar ket]
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(Source) Ministry of Internal Affairsand Communications
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(3) Satuswith charges

No significant change has been observed in charges for services provided to independent
houses + business offices, asrevealed in Figure I11-22. The charges are, however, generally higher
thanfor ADSL.

(4) Share of business operators of number of subscriptions

Examining the share of business operators of the number of subscriptions in the independent
house + business office market reveal sthat of the top three business operators, NTT East and West,
electrical power-related business operators, and KDDI, to be over 95%.

The shareof NTT East and West of the number of subscriptionswas on adownward trend until
2005 but then turned to an upward trend in 2006, and has remained at the latter half of 70% since
2007.

[Figurelll-31 Changesin share of business operators of number of subscriptionsin
independent house + business office market (nationwide)]
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(Note) The FTTH business of TEPCO was succeeded to by KDDI in January 2007. With regard to the figures
from October 2006 on, therefore, the net increase of KDDI was excluded from “others’ and instead
included in the newly added “KDDI”, while the net increase of the former TEPCO was excluded from
“electrical power-related business operators’ and instead included in “KDDI”.

(Source) Ministry of Internal Affairsand Communications
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(5) Changesin market concentration (shareand HHI of top three business operators)
1) Changesin share of top three business operators

The share of the top three business operators (NTT East and West, electrical power-related
business operators, and KDDI) of the number of subscriptionsin the independent house + business
office market was high at 97.1% as of the end of March 2010.

2) Changesin HHI

The HHI with the number of subscriptions in the independent house + business office market
was 6,215 as of the end of March 2010.

[Figurelll-32 Changesin shareand HHI of top three business operators of number of
subscriptionsin apartment building market (nationwide)]
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5. Analysis of indices by geographical market
(1) Overall FTTH market
1) Number of subscriptions

Examining changes in and the distribution of the number of subscriptionsin the overall FTTH
market by regional block revealsthe number of subscriptionsto beincreasingin all theblocks. The
increase has been particularly remarkable in the Kanto and Kinki blocks. The total share of the
Kanto and Kinki blocks of the number of subscriptions was 62.7%, thus indicating concentrated
FTTH use in metropolitan areas.

[Figurelll1-33 Changesin and distribution of number of subscriptionsin FTTH market by
regional block]
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[Figurelll-34 Changesin share of number of subscriptionsin FTTH market by regional
block]
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2) Share of top three business operators

Examining changes in the share of the top three business operatorsin the FTTH market by
regiona block revealsit to be 90% or morein al blocks except for the Kanto and Kinki blocks,
thus indicating the market to be overly oligopolistic.

[Figurelll-35 Changesin shareof top threebusinessoperatorsin FTTH market by regional
block]
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3) HHI

Examining changesin the HHI in the FTTH market by regional block revealsit to be the
highest in the Hokuriku block at 9,380 as of the end of March 2010.

The HHI was the lowest in the Kinki block at 4,540 as of the end of March 2010, followed by
the Shikoku block at 5,756.

[Figurelll-36 Changesin HHI in FTTH market by regional block]
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(2) Markets of apartment buildings and independent houses + business offices
1) Number of subscriptions

Examining changes in and the distribution of the number of subscriptionsin the apartment
building and independent house + business office markets by regional block reveals the number of
subscriptions to be on an increasing trend in all blocks in both markets.

[Figurelll-37 Changesin and distribution of number of subscriptionsin apartment
building and independent house + business office markets by regional block]
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2) Share of top three business operators

Examining changes in the share of the top three business operators in the apartment building
and independent house + business office markets by regional block revealsthe share in the market
of apartment buildings to be below 80% only in the Kinki block as of the end of March 2010, thus
indicating a overly oligopolistic trend overall in general.

In the independent house + business office market the share exceeded 95% in all blocks as of

the end of March 2010, thus indicating a overly oligopolistic trend.

[Figurelll-38 Changesin share of top three business operatorsin number of subscriptions
in apartment building and independent house + business office markets by regional block]
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3) HHI

Examining changes in the HHI with the apartment building and independent house + business
office markets by regional block revealsit to be 4,000 or higher for the apartment building market
in al blocks as of the end of March 2010, thus indicating a overly oligopolistic trend in general.
With the independent house + business office market the HHI was the lowest in the Kinki block,
although still high at 4,806, as of the end of March 2010, while exceeding 9,000 in the Tohoku,

Hokuriku, and Okinawa blocks, thus indicating a overly oligopolistic trend.

[Figurelll-39 Changesin HHI in apartment building and independent house + business
office markets by regional block]
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6. Assessment of status with competition
(1) Trendsin FY 2009
1) Number of subscriptions

The number of subscriptionsin the FTTH market was 17.789 million as of the end of March
2010. It has been increasing with the progress made in the migration from ADSL to FTTH, but the
rate of increase is on adownward trend.

2) Share

The oligopolistic trend is growing stronger in the FTTH market. The share of NTT East and
West, the business operator with the top share, of the number of subscriptions has been increasing
since the end of March 2005, and was 74.4% as of the end of March 2009. In addition, the share
and HHI of the top three business operators have both been increasing.

3) Diverse services

FTTH charges have decreased within the apartment building market, in particular, to basically
the same level asfor ADSL and cable internet.

In addition, the respective business operators providing FTTH services are more actively
providing sets incorporating OABJ-1P tel ephone services that are less expensive than the
subscription telephones of NTT and video picture services (triple play services), which are also
becoming afactor in the migration to FTTH.

(2) Market dominance
1) Existence of market dominance
[1] Independent market dominance

After taking into general consideration the following determining factors, etc., NTT East and
West were deemed to be in a position of being capable of independently exercising market
dominance.

a) Quantitativecriteria

The share of NTT East and West of the number of subscriptions in the overall FTTH market
was 74.4% as of the end of March 2010, in the apartment building market 70.1%, and independent
house + business office markets 77.5%. In addition, their share of the overall FTTH market and
apartment building market has been on an upward trend. Conversely, the share of electrical
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power-related business operators has been on a downward trend while the difference with the
share of NTT East and West has been increasing.

b) Other major determining factors

With subscriber networks the share of NTT East and West of the optical fiber used for FTTH
was 77.3% (as of the end of March 2010).

The provision of FTTH services by competing business operators largel y depends on open
access to the subscriber lines of NTT East and West. NTT East and West is thus considered to be
capable of imposing on competing business operators through the various procedures, etc.
involved in the use of those facilities.

The regional market reveals competition between NTT East and West and electrical
power-related business operators to be observable in the Kanto, Kinki, Shikoku, and Kyushu
blocks whereas el ectrical power-related business operators are yet to enter the FTTH market in the
Tohoku and Hokuriku blocks. This has resulted in the share of NTT East and West of the number
of subscriptions remaining at around 90% in some regions.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. business
operators with the top share were deemed to be in the position of being capable of cooperatively
exercising market dominance.

a) Quantitative criteria

The share of the top three business operators of the overall FTTH market was 91.7% as of the
end of March 2010, of the apartment building market 84.8%, and the independent house +
business office markets 97.1%. The HHI in the overal FTTH market was 5,836, the apartment
building market 5,347, and the independent house + business office market 6,215, thus indicating
the market to be overly oligopolistic. In addition, the share and HHI of the top three business
operators of the overall FTTH market and the apartment building market are increasing and the
market concentration rising every year.

b) Other major deter mining factors

Considering that expansion of the FTTH market is slowing down the possibility of business
operators turning from competing to cooperating to survive cannot be denied.
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2) Exercise of market dominance
[1] Independent market dominance

After taking into general consideration the following factors, etc. the possibility of NTT East
and West independently exercising market dominance is considered low with current regulations
and the market environment. Concerns over leveraging fixed telephones, etc., however, are
considered to exist.

Measures to restrain/check any exercising of market dominance to a certain extent have been
aready taken with NTT East and West through application of regulations on connections, actions,
and services in accordance with the type 1 designated telecommunications facility system.

In addition, competitive pressure from cable internet exists within the current market
environment.

However, NTT East and West may have an advantage over competing business operatorsin
business terms, etc. because they have customer information from the subscriber telephones of
NTT. Concernover NTT East and West exercising market dominance through leveraging the fixed
telephone market into FTTH market, etc., including the set provision of OABJ-IP telephones, and
business activities using customer information from the subscription telephones of NTT, therefore
exists.

[2] Cooper ative market dominance between multiple business operators

Competition for market share continues to exist in the FTTH market. In addition, after taking
into considering the status of past competition and that the share of business operators with the
second largest share or less is declining, cooperation between multiple business operatorsis
deemed very unlikely. Taking into general consideration these factors, therefore, leads to the
possibility of the multiple business operators with the top shares exercising cooperative market
dominance being considered low.

(3) Mattersrequiring close observation in the future

The importance of the FTTH market within the broadband market makes detailed analysis
needing to be continued to be conducted. FTTH is still in aperiod of expansion and the number of
subscriptions is expected to increase in the future. However, the net increase is slowing down and
the difference in share between NTT East and West and other competing business operatorsis
increasing. In consideration of that, therefore, the status with competition, including market share,
etc., will need to be continued to be identified in detail.

In addition, the dissemination of FTTH is progressing in close relationship with the fixed
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telephone market partly through sets of FTTH services being provided with OABJ-1P telephones,
etc. Concern over NTT East and West increasing their dominance in the FTTH market through
leveraging the fixed telephone market, etc. will therefore continue to need to be closely observed.

Furthermore, an order to improve their business activities was issued to NTT West on the
handling of information obtained from other telecommunications carriers as part of its businessin
connection to telecommunications facilities in February 2010. The status with compliance of
competition rules will, therefore, need to be more closely observed.

In addition, attention will also need to be paid to the impact that the dissemination of “FLET'S
Hikari Next” services of NTT East and West using NGN will have on the FTTH market®. The
demand for setsincorporating internet connections, OABJ-1Ptelephones, and “triple play services’,
which in addition include video picture services, may have a significant impact onthe FTTH
market, thereby requiring attention to be paid to it in the future.

® NTT East and West commenced services (“ FLET’ SHikari Next”) using Next Generation Network (NGN)
that enable the provision of Hi-Vision equivalent video phone services and video picture distribution
services with QoS (Quality of Service) in March 2008, and has since been expanding the service areasin a
stepwise manner.
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[Referencelll-2 Major indices by regional block (FTTH market, as of theend of March

2010)]
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Share of top three business 96.8% (96.2%) 96.3% (95.0%) 98.6% (98.2%)
operators
2. Tohoku

[Overall FTTH market]

Number of subscriptions
1.138 million
{as of the end of March 2010}

NTT East
95.5%

KOOI ‘
32%

NTT East

[Market of apartment buildings]

Mumber of subseriptons
0.304 million
as of the end of March 2010

[Market of independent houses
+ business offices]

Number of subscriplions
0.834 million
as of the end of March 2010/

NTT East
97.9%

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([1]+[2]) buildings houses + business offices
HHI 9,152 (9,123) 8,049 (7,775) 9,577 (9,703)
Share of top three business 97.7% (97.2%) 93.6% (93.8%) 98.9% (99.0%)
operators
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3. Kanto

[Overall FTTH market]

Mumber of subscriptions
7.505 millien
as of the end of March 2010

NTT East
74.8%

[Market of apartment buildings]

Mumber of subscriptions
3.793 million

USEN
as of the end of March 2010/

[Market of independent houses
+ business offices]

Number of subscriptions
3.712 million
(as of the end of March 2010)

NTT East

Mar. 2010 (Dec. 2008) Total ([1]+[2])

[1] Market of apartment

[2] Market of independent

buildings houses + business offices
HHI 6,093 (5,270) 5,057 (4,589) 7,072 (7,195)
Share of top three business 89.1% (91.4%) 80.7% (85.2%) 95.4% (98.0%)
operators

4. Tokai

[Overall FTTH market]

[Market of apartment buildings]

Others
21.5%

Number of subscriptions
0.585 million

a5 of the end of March 2010]

Number of subscriptions
1.887 million
as of the end of March 2010]

[Market of independent houses

+ business offices]

Mar. 2010 (Dec. 2008) Total ([1]+[2])

[1] Market of apartment

[2] Market of independent

buildings houses + business offices
HHI 5,887 (6,133) 5,547 (5,320) 6,046 (6,554)
Share of top three business 90.8% (92.5%) 80.7% (84.2%) 95.0% (98.3%)
operators
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5. Hokuriku

[Overall FTTH market]

Others

4.0%

Number of subscriptions

0.288 million
as of the end of March 2010

[Market of apartment buildings]
Others
52%

Number of subscriptions
0.046 million

as of the end of March 2010

NTT West
B4.8%

[Market of independent houses
+ business offices] -
Others

37%
Number of subscriptions.
0242 millien

a3 of the end of March 2010)

NTT West
96.3%

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([11+[2]) buildings houses + business offices
HHI 9,380 (9,260) 9,160 (9,115) 9,423 (9,286)
Share of top three business 97.8% (97.9%) 97.2% (98.1%) 98.3% (98.4%)
operators

6. Kinki

[Overall FTTH market]

Others
10.4%

Number of subscriptions
3.445 million

(as of the end of March 2010)

[Market of apartment buildings]

Others
21.9%
USEN 52.3%

5.8%
Number of subscriptions

1.405 million
K-Opticom
| (as of the end of March 2010)

[Market of independent houses
+ business offices]

MNumber of subscriptions
2.039 millicn
(as of the end of March 2010)

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([1]+[2]) buildings houses + business offices
HHI 4,540 (4,178) 4,889 (3,911) 4,806 (4,878)
Share of top three business 89.8% (89.6%) 79.2% (77.9%) 98.6% (98.8%)
operators
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7. Chugoku

[Overall FTTH market]

USEN
0.8%

Energia Communications

14.4%

Number of subscriptions

0.839 million

(as of the end of March 2010)

NTT West
78.7%

0,202 millicn
a5 of the end of March 2010;

[Market of independent houses
+ business offices]

i
{as of the end of March 2010)

NTT Wiest
79T

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([11+[2]) buildings houses + business offices
HHI 6,491 (6,133) 6,156 (4,748) 6,619 (6,053)
Share of top three business 94.2% (94.2%) 89.1% (87.5%) 96.5% (97.0%)
operators
8. Shikoku

[Overall FTTH market]

Number of subscriptions

0.394 millio
a end of Ma

NTT West
70.7%

Number of subscriptions

0,084 million
(as of the end of March 2010)|

NTT West
B6.7%

[Market of independent houses

+ business offices]

Number of subscriptions

0.310 million
(a5 of the end of March 2010)

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([1]+[2]) buildings houses + business offices
HHI 5,756 (5,825) 5,297 (5,558) 5,896 (5,916)
Share of top three business 95.8% (96.5%) 97.1% (97.1%) 96.2% (97.0%)
operators
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9. Kyushu

[Overall FTTH market]

Mumber of subscriptions
1.379 million
as of the end of March 2010

NTT West
T2.8%

[Market of apartment buildings]

Number of subscriptions
0,487 million
{as of the end of March 2010)

[Market of independent houses
+ business offices]

Number of subscriptions
0,852 million
(a5 of the end of March 2010)

NTT West
78.2%

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([11+[2]) buildings houses + business offices
HHI 5,791 (5,617) 4,558 (4,286) 6,567 (6,527)
Share of top three business 96.1% (96.6%) 89.5% (91.6%) 99.3% (99.6%)
operators
10. Okinawa

[Overall FTTH market]

=
5.2%

INVOICE
16% \

Number of subscriptions

0.132 million

(a5 of the end of March 2010}

NTT West
93.2%

[Market of apartment buildings]

Number of subseriptions
0.037 mallion
(as of the end of March 2010}

NTT West
82.5%

[Market of independent houses
+ business offices]

Olhers
26%

Mumbar of subscripticns
0.095 milkon
{as of the end of March 2010)

NTT West
97.4%

[1] Market of apartment [2] Market of independent
Mar. 2010 (Dec. 2008) Total ([1]+[2]) buildings houses + business offices
HHI 8,791 (8,280) 7,029 (7,298) 9,582 (9,310)
Share of top three business 96.2% (97.5%) 93.3% (96.5%) 99.6% (99.6%)
operators

(Source) Ministry of Internal Affairsand Communications
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Chapter 5 Analysis of Major Indices in Cable Internet Sub-Market
This chapter involves analysis of the major indices in the cable internet sub-market within the
internet connection domain.
1. Market size
(1) Changesin number of subscriptions

The number of subscriptions within the overall cable internet market has continued to increase
and was 4.353 million as of the end of March 2010. The rate of increase (quarterly), however, has
been on a downward trend.

[Figurelll-40 Changesin number of subscriptionsin cableinternet market]

(Unit: 10 thousand lines) (Rate of increase)
30%
500
25%
430.1435
4189243
‘umauu“”
3956
400 wuﬁﬂuu....... -
360 %2
3477555 20%
3410° 2%
32543310
3083 300
300 2052960 mm OO BN BN IS B B BN BN B BN BN BN B B B BN B B
zsmﬂg"
2579 19%
2475
2339
107%| 2069
.0 R SS——_ 5.4 I -0 -- -3 A . .- . N . . e . . . . . - [
e s -
1626
14586
?5\
52‘a
224 | - 21% 21%
% 5% [1.6%]1.6% -15'.
-l. l- 24T -12\
"I“" Ili NARHAN AN
0 . 0%

02.302.602.902.1203.3 03.6 03.903.1204.3 04.6 04.904.1205.3 05.6 05.905.1206.3 06.6 06.906.1207.3 07.6 07.907.1208.3 08.6 08.908.1209.3 09.6 09.909.1210.3

| BNumber of subscribed lines (left axis) |

(Source) Ministry of Internal Affairsand Communications
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2. Analysis of status with competition
(1) Satuswith charges
1) Changesin chargelevel

Figure I11-41 illustrates changes in the charges of two major business operators.

[Figurelll-41 Changesin chargesfor cableinternet]

1. Jupiler Telecommunicatons
Mttty eharge yonimen (extludisg taz)

5 J-COM Met (feom Feb. 1959, 6,500 yen) JCOM NET Utira 160M Course (om Sep. 2007, 6.000 yen)
J-COM NET 30M Ceurse (from Sep. 2003, 5,500 yen) upgraded 1o 40M in & stepwise manner from Ape. 2000
F-COM Net (from Sep. 2001, 5,800 yen) L e
JCOM NET BM Course (from Age. 2000, 5,500 yen)
{0004
(from Sep. 2003, 4,900 N a siepy n Apr 2008 24 Course (no rew sccaptances atier Mar 2010}
{—dnu
21008 JCOM NET 1M Course (rom Sep. 2003, 2,880 yen)
JCOM Light NET 256K (frem July 2005, 2,750 yan) o new Bcceplances
(-
|—Looo
ma [AR[-} oze A1 naa (R 1=} ] R s oA 084 Al [2F] (A1} oaa oao o oeo 1003

[Mcte] Includes cable modem rental charge.

2. ITS Communications.

{Monthly charge yenmonth (excluding tax))

Kattobi Plus BM

(irom Agr. 1008, 8,200 yew) Kaniobi Widn 30M ifrom Age. 2002 5,200 yan) Kamoii Mogs 160M (from Oct 2008, 5200 yen)
i

i 2008 !
i

(fromn Jan. 2003, 3,900 yan)

L
{from Nov. 2061, 2.500 yen)
20004 Katiobd Just 512K (irom Dec. 2001, 2.200 yen) !
1
i
1 oocy L
{from New. 2004, 1,000 yan)

(IE] oL 024 (7I0 a4 0218 a4 410 054 0510 X) o610 (5] o a3 0810 a0 (73T 1003

[Pcte] Excludes cable modem rental change.

(Source) Websites of respective business operators.
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(2) Share of business operators of number of subscriptions

Examining the share of business operators of the number of subscriptionsin cable internet
market reveals the share of J:COM to be 36.6% as of the end of March 2010 and to be on an
upward trend.

[Figurelll-42 Changesin share of business operators of number of subscriptionsin cable
internet market]

100%

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%
05.3 06.3 073 08.3 09.3 103
B,:COM Group OCN Group B|TS Communications  BCable West Group O0thers

(Note) Cable television broadcasting business operators in multiple regionswith aunified brand, etc. are counted

as one group under the “MSO: Multiple System Operator” that own/operate them.
(Source) Ministry of Internal Affairsand Communications

(3) Changesin market concentration (shareand HHI of top three business operators)
1) Changesin share of top three business operators

The share of the top three business operators (J:COM Group, JCN Group, and ITS
Communications) of the number of subscriptionsin cable internet market was 49.4% as of the end
of March 2010 and has been on an upward trend.
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2) Changesin HHI
The HHI with the number of subscriptions in the cable internet market was 1,483 as of the end

of March 2010 and has been rising.

[Figurelll-43 Changesin shareand HHI of top three business operators of number of
subscriptionsin cable internet market]

2500 100%
| B HHI (left axis)  =*= Share of top three business operators (right axis)
2000 |
- 75%
1483
1500 |
- 50%
1000
- 25%
500
0 . . . . . L 0%

05.3 06.3 07.3 08.3 09.3 10.3

(Note) Cabletelevision broadcasting business operatorsin multiple regionswith aunified brand, etc. are counted
as one group under the “MSO: Multiple System Operator” that own/operate them.
(Source) Ministry of Internal Affairsand Communications
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3. Assessment of status of competition
(1) Trendsin FY 2009
1) Number of subscriptions
The number of subscriptionsin cableinternet market was 4.353 million as of the end of March
2010 and has been rising, athough the rate of increase is on a downward trend.
2) Share
The share of the top three business operatorsis on an upward trend, which is considered to be
due to the expansion of M SOs through mergers and acquisitions.
(2) Market dominance
1) Existence of market dominance
[1] Independent market dominance

After taking into general consideration the following determining factors, etc. no business
operator was considered to bein a position of being capable of independently exercising market
dominance.

a) Quantitativecriteria

Examining the share of the number of subscriptionsin the cable internet market reveals the
share of J;COM Group to be the highest at 36.6%, and no business with any operator having a
dominant share.

b) Other major determining factors

Cable internet services are jointly provided with community-based CATV services. And while
in some regions only one provider does exist there are no barriers to entry such as bottleneck
facilities, etc.

The number of subscriptions has continued to increase but the rate of increase has been on a
downward trend. In addition, competitive pressure from the FTTH and ADSL markets exists,
while competition also exists from FTTH viatriple play services.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. no business

operators with the top shares were deemed to be in the position of being capable of cooperatively
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exercising market dominance.

a) Quantitative criteria

The share of the top three business operators in the cable internet market was 49.4% as of the
end of March 2010 with an HHI of 1,483. They have been on an upward trend and the market is
considered to be not overly oligopolistic.

b) Other major deter mining factors

Competitive pressure from ADSL and FTTH within the broadband market exists while
increased competitive pressure viathe provision of triple play services with FTTH also exists.

In addition, the share and HHI of the top three business operators are not considered to be at a
very high level when compared to other services such asADSL and FTTH.

2) Exercise of market dominance

Not applicable.

(3) Mattersrequiring close observation in the future

M SOs that own/operate cable television broadcast business operators in multiple regions with
aunified brand are increasing their share of the market through mergers and acquisitions. The
concentration of the cable internet market isat alow level when compared to other markets but has
been on an upward trend. Attention will need to be paid if rapid oligopolization or monopolization
occurs through large-scal e alliances.

A memorandum concerning a discussion on a business alliance between J;.COM, Sumitomo
Corporation, and KDDI was concluded in June 2010 on realizing a synergistic effect in the cable
television market between J.COM and JCN, asubsidiary of KDDI, which will also include capital
tie-up. These types of developmentsin the cable internet market will therefore need to be closely
observed in the future.

In addition, although cable internet has specific advantages and is independent of the bundling
of broadcast services, progress being made in the migration to FTTH, which offers high-quality
multi-channel video picture transmission services, may also have an impact on competition with
cable internet. Attention therefore needs to continue to be paid to trends in the dissemination of
video picture transmission services via |P multicasting, etc. Trends in triple play services which
further include OABJ-1P telephones will also need to be closely observed.

Furthermore, high-speed cable internet using HFC and DOCSIS 3.0 is progressing and these
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services could be used as an alternative to FTTH to a certain extent. Analysis with particular
attention paid to high-speed internet and FTTH should therefore be considered in the future.
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Chapter 6 Analysis of Major Indices in ISP Market

This chapter involves analysis of the major indices in the ISP market within the internet
connection domain.

1. Market size

The number of subscriptions within the overall ISP market was 34.667 million as of the end of
March 2010 and has generally been on a gradually increasing trend. Examining the breakdown of
subscriptions reveal s the percentage of full-time connection plansto berising, which is considered
to be areflection of expansion into the broadband market.

It should be noted, however, the number of subscriptions here was based on the Rules for
Reports from the Tel ecommunications Business in which business operators with 50,000
subscriptions or more (51 business operators as of the end of March 2010) are subjected to making
reports, and thus it does not completely reflect the situation with the overall ISP market’. In
addition, aggregation methods used with the number of subscriptions have changed for some
business operators since September 2006, thus requiring particular attention to be paid to figures
used in comparisons from around this period®.

" Business operators with 10,000 or more subscriptions were surveyed in the Competition Review of FY
2003 and answers then collected from 84 business operators. According to the results of the survey the
percentage of the top three business operators was 46.9%, the top eight business operators 87.0%, and 25
business operators with 50,000 or more subscriptions 95.8%. Since busi ness operators with 50,000 or more
subscriptions account for approximately 96% of those with 10,000 or more subscriptions surveying
business operators with 50,000 or more subscriptions can be considered appropriate in identifying
approximate trends and shares in the | SP market.
8 The Rules for Reports from the Tel ecommuni cations Business categorises the number of subscriptions
into “on-demand connection”, “full-time connection”, “for enterprises’, and “others’. Figure 111-44
aggregates “for enterprise” and “others’ of the Rules as “ others’.
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[Figurelll-44 Changesin number of subscriptionsin ISP market]

(Unit: 10 thousand lines)
4,000

3,466.7

3,500 3,3875

3,000

2,500

2,000

1,500

1,000

05.3 06.3 07.3 08.3 09.3 103

l B Full-time connection plan BOn-demand connection plan OOthers

(Source) Ministry of Internal Affairs and Communications
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2. Analysis of status with competition
(1) Charges, €tc.
1) Changesin internet connection charges

The Consumer Price Index (hereinafter referred to as “ CPI”), which measures changes over
time in the price level of consumer goods and services purchased by households nationwide, is
used here to consider the charge level.

The survey subject of “Internet connection charges (monthly provider charges)” combine
access networks such asADSL and FTTH, etc. and internet connections, thus making them
indivisible. The actual situation with the sale of internet connection services being a combination
of the internet connection and access network in charges, in many cases, resultsin the CPI of
internet connection charges having certain meaning when analyzing the charge for 1SPs.

The CPI of “Internet connection charges’ has been published monthly since January 2003 and
had increase by 0.1% by January 2010.

[Figurell-45 Changesin Consumer Pricelndex (2005-base) of inter net connection char ges|
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(Source) Ministry of Internal Affairsand Communications

(2) Share of business operators of number of subscriptions

69



The share of business operators was categorized into the four categories’ of NTT related,
non-NTT related, CATV related, and vendor related business operators because publishing the
share of the relevant business operators could not be agreed upon.

The share of NTT related business operators has been increasing since 2005.

[Figurelll-46 Changesin share of business operatorsof number of subscriptionsin ISP
mar ket]
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(Source) Ministry of Internal Affairs and Communications

(3) Changesin market concentration (shareand HHI of top three business operators)
1) Changesin share of top three business operators

The share of the top three business operators (NEC BIGLOBE, NTT Communications, and
SoftBank BB (in alphabetical order)) of the number of subscriptions was 56.4% as of the end of
March 2010 but has been decreasing.

¥ More concretely, the categorization was as follows.

o “NTT related business operators’: Telecommunications carriers that belong to the NTT Group. NTT
Communications and Plala Networks, etc.

e “Non-NTT related business operators’: Telecommunications carriers that do not belong to the NTT
Group. SoftBank Telecom, etc.

e “CATV related business operators’: Business operators that mainly provide CATV internet services.
J.COM Group, €tc.

e “Vendor related business operators’: Business operators that sell/provide telecommunications devices,
etc. or their affiliates, etc. NIFTY, etc.
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2) Changesin HHI

The HHI with the number of subscriptionsin the ISP market was 1,557 as of the end of March
2010 and has levelled off.

[Figurelll-47 Changesin shareand HHI of top three business operators of number of
subscriptionsin ISP market]

2000 7 75%
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(Note 1) Figures are based on the total number of subscriptions of business operators with 50,000 or more
subscriptions that are subjected to making reports by the Rules for Reports from the
Telecommunications Business.

(Note 2) Aggregation methods with the number of subscriptions have changed for some business operators since
September 2006.

(Note 3) HHI was calculated by regarding the NTT Group and SoftBank Group as single respective companies.

(Source) Ministry of Internal Affairs and Communications
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3. Assessment of status with competition
(1) Trendsin FY 2009
1) Number of subscriptions

The number of subscriptions of business operators with 50,000 or more subscriptions (51
business operators as of the end of March 2010) has remained at the same level and was 34.667
million as of the end of March 2010.

2) Share

The share and HHI of the top three business operators as of the end of March 2010 was 56.4%
and 1,557, respectively. The market concentration was low when compared to other broadband
markets.

(2) Market dominance
1) Existence of market dominance

[1] Independent market dominance

After taking into general consideration the following determining factors, etc. no business
operator is considered to bein a position of being capable of independently exercising market
dominance.

a) Quantitativecriteria

The share of business operators with the top shares of the number of subscriptionsin ISP
market was below 30%, with the difference with the share of other competing business operators
also being quite small.

b) Other major determining factors

Entry to the ISP market is not overly difficult. In addition, active competition in terms of price
and services exists, and while the switching burden for changing business operatorsinvolves
changing e-mail addressesit isstill relatively small.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. no business
operator is considered to be in a position of being capable of independently exercising market
dominance.

72



a) Quantitative criteria

The share and HHI of the top three business operators in the ISP market has been at low level
and either on adownward trend or has levelled off, thus indicating that the market is not
oligopolistic.

b) Other major deter mining factors
Entry to the ISP market isrelatively easy and the number of business operators entering the
market is actually increasing.

2) Exercise of market dominance

Not applicable.

(3) Mattersrequiring close observation in the future

The share of NTT related business operators of the number of subscriptionsin the ISP market
has been increasing with the progress of the migration from ADSL to FTTH. Internet connection
services are supplementary services to internet connection network services, however, and hence
the impact on the ISP market of broadband markets, including ADSL and FTTH markets, etc.,
being leveraged will need to be closely observed™.

\With regard to treatment of OCN by distributers, the “ Results of Verification (FY 2009) based on the
Competition Safeguard System” (press released on February 19, 2010) provides for the existence of
obstructive actsin fair competition continuing to be closely observed.
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IV Corporate Network Services Domain
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Chapter 1 Market Delimitation within Corporate Network Services
Domain

This chapter outlines market delimitation in the corporate network services domain.

1. Delimitation of service markets

Conventional delimitation was adopted use with service markets in the Competition Review
2009. IP-VPN, wide area Ethernet, Mega Data Netz of NTT East and West, etc. and the other
respective internet VPN services were delimited as the WAN services market. In consideration of
their independence leased circuit services were delimited as the leased circuit services market.

WAN services were further delimited into IP-VPNSs, wide area Ethernet, and internet VAN
sub-markets. Analysis of internet VPNs, however, required attention to be paid to whether data
could be collected or not.

Thelevel of use, etc. of frame relay and cell relay services resulted in them continuing to be
excluded from market delimitation.

[FigurelV-1 Market delimitation within cor porate network services domain]
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2. Delimitation of geographical markets

The geographical market was delimited as the entire nation.



Chapter 2 Trends with Use of Corporate Network Services

Examining the results of a questionnaire survey on corporate network services carried out on
enterprisesin FY 2009 with regard to trends in use of major services * reveals use of WAN
services to continue to be increasing with both trunk lines* and branch lines® whereas the use of
leased circuit services has been on a decreasing trend.

[FigurelV-2 Trendswith use of major services|
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% Networks used to connect major sites or computer centers.

% Networks used to connect sites of small- and medium-sized enterprises.
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Chapter 3 Analysis of Major Indices in WAN Services Market

This chapter involves analysis of the major indices in the WAN services market.

1. Market size
(1) Number of subscriptions

The number of WAN service® subscriptions has continued to increase and was over 0.88
million as of the end of March 2010. By service IP-VPN and wide area Ethernet have continued to
increase while Mega Data Netz, etc. turned to a decrease at the end of March 2010.

[FigurelV-3 Changesin number of subscriptions of WAN services|
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(Source) Ministry of Internal Affairs and Communications

With regard to the percentage of respective services and number of subscriptions the rate of
increase of wide area Ethernet and IP-VPN has been rising whereas that of Mega Data Netz, etc.
has been on a downward trend.

*“WAN services’ asreferred toin 1. through 3. in Chapter 3 exclude internet \VPN.
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[FigurelV-4 Changesin percentage distribution of number of WAN service subscriptions]
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Examining the number of Mega Data Netz, etc. subscriptions of NTT East and West reveals it
to have been decreasing while that of FLET’ S Office, etc. also started to decrease at the end of
March 2010.



[FigurelV-5 Changesin number of Mega Data Netz and other service subscriptions)

(Unit: Contract)
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2. Analysis of status with competition
(1) Changesin charges, etc.

Identifying changes in the actual charges made for providing WAN services, etc. is difficult.
However, the price index of “WAN services™ that includes IP-VPN and wide area Ethernet was
published in the “2005-Base Corporate Services Price Index® by the Bank of Japan and can be
used as reference material in identifying changesin the level of charges, and reveals that the price
index of “WAN services’ has continued to decrease, although it has slightly increased over recent
years.

[FigurelV-6 Changesin priceindex of corporate WAN services)
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(Source) “ Corporate Services Price Index” by Bank of Japan

® In addition to IP-VPNs and wide area Ethernet a price index of “fixed data transmission services’, which
includes corporate internet connection services, was included in the published 2000-base index, although
no longer available after September 2009. Refer to http://www.boj.or.jp/type/rel ease/nt_cr09/ntcspil2.htm
for more details.
® The “ Corporate Services Price Index” focuses on the price of the “services” involved in transactions
between enterprises and is calculated by multiplying the price of the subject services by their importance
(weight). The price is determined by individually examining the representative price of services while the
weight is calculated by the amount of transactions that take place between the enterprises subject to the
price index. The price index is then determined by using the representative price of individualy examined
services asindices and then calculating their weighted average using their weight. Refer to
http://www.boj.or.j p/type/exp/stat/pi/ecsp2k0.htm for more details via the “ Explanation of Corporate
Services Price Index” (Bank of Japan).

6



(2) Share of business operators of number of subscriptions
1) Overall WAN services

Examining changes in the share of business operators reveals the share of NTT East and West
have been increasing from the end of March 2001 up to the end of March 2007 when it then
levelled off. The share of the overall NTT Group has aso remained at the same level.

[FigurelV-7 Changesin share of business operators of WAN services|
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2) IP-VPNs

Examining changes in the share of business operators of IP-VPNsrevealsthe share of NTT
Communications, with the top share, to have been increasing from the end of March 2005 but
which then started decreasing at the end of March 2010. The share of the overall NTT Group has
basicaly levelled off and was 62.8% as of the end of March 2010.

[FigurelV-8 Changesin share of business operatorsof |P-VPNg]
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3) Wide area Ethernet

Examining changesin the share of business operators with wide area Ethernet revealsthe share
of NTT East and West to have been decreasing since the end of March 2001 but which then started
to increase at the end of March 2007, and was 33.2% as of the end of March 2010. The share of the
overall NTT Group was 48.8% as of the end of March 2010 and has basically remained at the same
level. The share of KDDI significantly increased when the merger with former PoweredCom took
place in October 2005 but has been on a downward trend since then.

[FigurelV-9 Changesin share of business operatorswith wide area Ether net]
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(4) Market concentration
1) Changesin share of top three business operators

The share of the top three business operators (NTT East and West, NTT Communications, and
KDDI) of overall WAN services has basically levelled off after increasing at the end of March
2006, and was 74.6% as of the end of March 2010.

[FigurelV-10 Changesin share of top three business operatorswith WAN services)
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(Note 2) “Overdl” includes IP-VPNs, wide area Ethernet, and Mega Data Netz, etc.
(Source) Ministry of Internal Affairs and Communications
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2) Changesin HHI

The HHI of overall WAN services had been on a downward trend but turned to a gradual
upward trend at the end of March 2004, and then levelled off from the end of March 2006. It was
2,173 as of the end of March 2010.

By sub-market of WAN services both IP-VPN and wide area Ethernet markets have remained
at the same level.

[FigurelV-11 Changesin HHI of WAN services|

9,000

8,000

\ 7.808

7,000 \
6,000 \\
5,000 .\5'220\

4,000

\\ 4,058
N

3,000

3,77
N .\l--:f;.l.:;F 2732 . 2720 2734 2803 e B=306 4 3644
\ v

— ‘ 1 —
2,985 2,507 —
. i\k\ !m 2,034 p.222] 422434 2220|508 pi73]
i 2,195| S - — ke — i — =] 08— =g 1800
1,676 1,567 1677 1,721 1,748
1,000
0
01.3 02.3 033 043 05.3 06.3 073 08.3 09.3 10.3
| e Oyerall ==ll= |P-\VPNs =—de= \Nide area Ethernet |

(Note) NTT East and West were regarded as one company when calculating the HHI.
(Note 2) “Overadl” includes IP-VPNs, wide area Ethernet, and Mega Data Netz, etc.
(Source) Ministry of Internal Affairs and Communications

11



3. Trends and analysis of internet VPN market
(1) Analysis of internet VPN market

With the WAN services market internet VPN services are provided by telecommunications
carriers, system integrators (Slers), and device vendors. In addition, users can purchase VPN
devices, etc. and establish VPN environments themselves.

The above circumstances therefore make obtaining information for use in comprehensively
and appropriately identifying the overall scale of and status with competition between business
operators in the internet VPN service market extremely difficult when compared to other
sub-markets. Analysis of the internet VPN market therefore took place using the limited data that
could be collected from the demand-side.

[FigurelV-12 Image of internet VPN market]
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(Note) Image does not represent actual market scale.

(2) Trendswith use of internet VPNs

Examining the results of the above mentioned questionnaire survey on corporate network
serviceswith regard to their usage rate of internet VPN, etc. revealsalittle lessthan 60% of all the
sample enterprises to be using internet VPNs and the usage rate to exceed that of other
representative WAN services such as |P-VPNs and wide area Ethernet, etc.

In addition, examining the results of surveying the establishment methods reveals
approximately 60% or more enterprises using internet VPNs had had them established by
telecommunications carriers or Slers. Conversely however, alittle less than 30% established
internet VPNs themselves, thusindicating the internet VPN market is not completely comprised of
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services being provided by telecommunications carriers.

[FigurelV-13 Usagerate of internet VPN market, etc.]
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4. Assessment of status with competition
(1) Trendsin FY 2009

The WAN service market continuesto grow and had reached over 0.88 million subscriptions as
of the end of March 2010, but the percentage of Mega Data Netz of WAN services has been on a
decreasing trend. The usage rate of internet VPNs has continued to rise.

No significant change has been observed in the share of business operators of the respective
services, efc.
(2) Examination from users point of view

The intentions of the users (business operators) of corporate networks were considered
separately with trunk lines and branch lines here based on the results of the questionnaire survey.
1) Users intentionswith trunk lines

Among reasons that business operators are using the communications services selected for
trunk lines as the “main service” “reduced communication cost” and “reliability/communication
quality” were the largest in number.

Low cost isacharacteristic of internet VPNs but only approximately 20% of business operators
selected them because of “reliability/communication quality”. This indicates business operators
are therefore selecting services according to their own needs with respect to trunk line services.
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2) Users' intentions with branch lines

Almost the same tendency as with trunk lines was observed in that the reason business
operators are using the communications services selected with a branch lines was “main service’.

[FigurelV-16 Reasonsfor selecting respective services as“main service” with branch lines
(multiple choice)]

100.0%

90.0% -
80.0% - == |P-VPN services
70.0% - =8~ \\ide area Ethernet services
60.0% == Internet VPN
=== Leased circuit services
50.0% -
== Frame relay
40.0% -
~o— Mega Data Netz of NTT East and West, etc.
30.0% - \ Others
20.0% » \\
: \
10.0% - e ; 5 >
= o
0.0% - . \—._ ,-N .:—‘ﬂ

paads-ybiH
sjusLWIaABIYDY
saoinas Jolepy
funoas ybiy
JaMsUue oON

paonpal 8g Ued SjS0D UOHEIUNUWIWIOD
uoneduNWWwo jo Ayfenbyiyjgelsy
ague)sip uo puadap jou op Jey) swalshs sfieyn
wajshs Buoneladojaoueusjuieyy
saol/I8s [euollippe Jouadng
uojsiaoid jo eale peolg
suoiouny asueinsse Ajjenb jo Aypgejeny |
SI3111ED SUOIIEDIUNLULUOD3|S) AQ PapUBLLWLIcDaY
sauoydaja} dI/dIOA JO uononponu] i
dl ueyj Jayjo sjoo0joid asn 0} Paysip &
SHIOMJBU SO} PaSN 8q UBD H1 | 4 pue 1Sax

(Source) Ministry of Internal Affairs and Communications

The above reveals the provision of multiple alternative services as WAN servicesin a
competitive manner according to the diverse needs of users can be considered to beresulting in the
needs and improved convenience of users, etc. being satisfied.

Analysis of the corporate network services domain therefore requires, in addition to analysis of
the overall WAN services, attention being paid to the status with competition in the respective
services with consideration also given to respective needs according to the characteristics of
IP-VPNs, wide area Ethernet, and internet VPNSs, etc.
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(3) Market dominance
1) Existence of market dominance
[1] Independent market dominance

After taking into general consideration the following determining factors, etc. no business
operator is considered to bein a position of being capable of independently exercising market
dominance.

a) Quantitativecriteria

The share of NTT East and West, with the top sharein WAN services, was 35.1% as of the end
of March 2010 and has remained basically at the same level since the end of March 2006. The
share of NTT Communications, with the second highest share, was 24.6% and that of KDDI, with
the third highest share, 14.9%. The shares are therefore deemed to be of a comparable level.

b) Other major determining factors

The number of WAN service subscriptionsis still increasing. And while the overall scale of the
market scale has been increasing the range of change in shareis gradually becoming smaller, and
hence competition for market share is considered to exist.

NTT Communications, with the second highest share, also has the share of 48.1% of the
IP-VPN market while KDDI, with the third highest share, have a share of alittle less than 20%,
thus indicating that business operators with the second highest or lower shares can be considered
to have sufficient competitiveness.

[2] Cooper ative market dominance between multiple business operators

After taking into general consideration the following determining factors, etc. multiple
business operators of the NTT Group were deemed to be in the position of cooperatively being
capable of exercising market dominance.

a) Quantitativecriteria

The share and HHI of the top three business operators (NTT East and West, NTT
Communications, and KDDI) with WAN serviceswas 74.6% and 2,173, respectively, as of the end
of March 2010, thus indicating the market is oligopolistic.

b) Other major determining factors

The top two business operators belong to the NTT Group and have capital ties. In addition,
17



after including other business operators of NTT Group the share of the NTT Group accounts for
nearly 70% of the total. The possibility of these business operators comprehensively displaying
their business capabilities as a group is considered to exist.

2) Exercise of market dominance

After taking into general consideration the following determining factors, etc. the possibility of
multiple business operators with the top shares exercising cooperative market dominanceis
considered low.

Certain firewal| regulations’ apply to NTT Communications, with the second highest share, as
abusiness operator with a specific relationship to NTT East and West in accordance with the
Telecommunications Business Act. In addition, connection charges for subscriber optical fiber
provided by NTT East and West used with access networks for WAN services are a so regul ated.

The number of providers within the WAN service market has been on an upward trend and
competitive pressure from new entriesis considered to exist. In addition, use of internet VPN,
which arerelatively inexpensive, isincreasing and thus competition in the WAN service market is
relatively active.

(4) Mattersrequiring close observation in the future

NTT Group maintains amajor share of the WAN services market. The status with WAN
services being provided viaNGN and the possibility of market dominance being
obtained/exercised through cooperation with the NTT Group will therefore need to continue to be
closely observed.

" In consideration of any dominant control of bottleneck facilities with regard to telecommunications
carriersthat install type 1 designated telecommunications facilities (NTT East and West) and in view of
securing fair competition no interlocking directorates with business operators with a specific relationship
(NTT Communications) are allowed, with disadvantageous treatment when compared to business operators
with a specific relationship to peripheral businesses related to connection and telecommunications
businesses a so being prohibited (Article 31 of the Telecommunications Business Act).
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Chapter 4 Analysis of Major Indices in Leased Circuit Services Market

1. Market size
(2) Number of subscriptions

The number of subscriptions in the overall leased circuit services has market basically
remained at the same level. By service high-speed digital transmission services® have been
decreasing while the increase in IP routing network connection leased circuit services’ is
remarkable™.

[FigurelV-17 Changesin number of subscriptions of respective leased circuit services|
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(Source) Ministry of Internal Affairs and Communications

The decrease in the percentage of the number of subscriptions of high-speed digital
transmission services is remarkable, and had decreased to approximately alittle less than 40% of
all leased circuit services as of the end of March 2009. Conversely however, IP routing network

® Leased circuit services enable transmission of digital dataat a speed of up to 6 megabits/sec.
® Full-time connection access network services provided by NTT East and West mainly as dark fiber
services for business operators.
10« ATM leased circuit services’ refersto leased line services using the ATM (Asynchronous Transfer
Mode) transmission method while “ Ethernet leased circuit services’ refersto leased line services using
Ethernet interfaces.
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connection leased circuit services account for approximately 60% of all leased circuit services,
with the rate of increase also being remarkable.

[FigurelV-18 Changesin percentage distribution of number of subscriptions of respective
leased circuit services|
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(Source) Ministry of Internal Affairs and Communications
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2. Analysis of status with competition
(1) Changesin charges, etc.

Leased circuit services are provided with volume discount charges, etc. in many cases, thus
making identification of changesin the actual charges for providing the services difficult.
However, apriceindex of “leased circuit services” was published in the “ 2005-Base Corporate
Services Price Index” by the Bank of Japan. The index, however, aso takes into consideration the
charges for general leased circuit services, etc. and therefore does not completely match the scope
of leased circuit servicesin this chapter. However, it can be generally used asreference material in
identifying changes in the level of charges. According to it the price index of “leased circuit
services’ has basically remained at the same level since 2005.

[FigurelV-19 Changesin priceindex of corporate leased circuit services]
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(2) Share of business operators

The sharesof NTT East and NTT West of the number of lines have both been on an upward
trend in recent years. Thetotal share of NTT East and West was 91.3% as of the end of March 2009
and they continue to dominate the market.

With leased circuit services, excluding subscriber dark fiber used in optical access services by
other business operators, however, the share of NTT East and West was 54.6% as of the end of
March 2009, and has been decreasing in recent years.

[FigurelV-20 Changesin share of business operators of number of leased circuit service
subscriptions]
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[Reference] Number of leased circuit service subscriptions excluding leased
connection lines™!

The number of subscriptions excluding leased connection lines mainly provided as access
networks for other telecommunications carriersis examined here as useful reference material. The
number of leased circuit service subscriptions excluding leased connection lines has been
decreasing and was approximately 80,000 as of the end of March 2009 or around 10% of al leased
circuit services. Thisisdueto the exclusion of |eased connection lines resulting from the exclusion
of 1P routing network connection leased circuit services that has rapidly been taking place over
recent years.

[FigurelV-21 Changesin number of subscriptions of respective leased circuit services
excluding leased connection lines]

0 (ten thousand lines)

26
0
1

01.3 023 03.3 04.3 05.3 06.3 07.3 08.3 09.3

| DEthernet leased circuit services ~ BATM leased circuit services  BHigh-speed digital transmission services

* Figures up to March 2007 may contain aggregation errors.

(Source) Ministry of Internal Affairs and Communications

The share of NTT East and West was 54.6% as of the end of March 2009.

! |_eased lines of which at least one end terminates at the point of interconnection with other business
operators. For example, it refersto the former in the case of aleased circuit service of provider B being used
up to the point of interconnection in using the leased circuit services of provider A, etc.
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[FigurelV-22 Changesin share of business operators of number of subscriptions of leased
circuit services excluding leased connection lines)

100%
80%
60%
28.7% 29.1% 29.6% 30.8% 30.2% 29.7% 300% S4.6%
17.3%
25.8%
40% 1t e e
20% 1 39.3% 37.7% 375% [ 37.3% 37.4% 38.7% 38.1% 373% |
30.5%
0%
013 023 033 043 05.3 06.3 073 08.3 09.3
[ B Others —INTT West  T—INTT East Share of NTT East and West

* Figures up to March 2007 may contain aggregation errors.

(Source) Ministry of Internal Affairs and Communications
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(3) Market concentration

The share of the top three business operators was slightly increasing in recent years but then
started to decline at the end of March 2009 at 95.8%. The HHI was 8,354 as of the end of March
2009.

Excluding the number of subscriptions of leased connection lines the share of the top three
business operators was a little less than 78.8% with an HHI of 3,353.
[FigurelV-23 Changesin shareand HHI of top three business operator s with leased circuit

services]
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* Figures up to March 2007 may contain aggregation errors.

(Source) Ministry of Internal Affairs and Communications
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3. Assessment of status with competition
(1) Trendsin FY 2009

The number of subscriptions of leased circuit services has remained basically at the samelevel.
By service high-speed digital transmission services have been decreasing whereas |P routing
network connection leased circuit services have continued to increase.

(2) Market dominance
1) Existence of market dominance

After taking into general consideration the following determining factors, etc. NTT East and
West were deemed to be in a position of being capable of independently exercising market
dominance.

a) Quantitative criteria

Theshareof NTT East and West of the number of leased circuit service subscriptionsincluding
leased connection lines was 54.6% as of the end of March 2009.

b) Other major deter mining factors

NTT East and West not only has alarge share of the number of subscriptions but also continue
to control alarge share of facilities. As of the end of March 2010 their share of the number of
subscriber networks combining metal cable and optical fiber, etc. was 87.9%, that of optical fiber
only 77.3%, and that of metal cable only 99.9%.

Competing business operators therefore need to rent facilitiesfrom NTT East and West in order
to provide their own services. NTT East and West can thus impose on competing business
operators through the various procedures, etc. involved in the use of those facilities.

2) Exercise of market dominance

After taking into general consideration the following factors, etc. the possibility of NTT East
and West independently exercising market dominance is considered low with current regulations
and the market environment.

While the leased circuit service market has levelled off the WAN service market is expanding
due to high-quality services and lower charges, thus and competitive pressure from the WAN
service market as an adjacent market isincreasing. Raising the price of leased circuit services will
therefore increase the possibility of accelerating losing customersto WAN services.
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(3) Mattersrequiring close observation in the future

While the number of subscriptionsin the leased circuit services market has levelled off |eased
circuit services excluding leased connection lines are decreasing. However, at present no
significant factor that could significantly impact the status with competition is considered to exist.
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V. Sequential Analysis of Changes in
Consumer Preferences with
Telecommunications Services
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Chapter 1 Purpose of Assessment

1. Background of analysis

The Ministry of Internal Affairs and Communications has been conducting a* Competition
Review in the Telecommunications Business Field” annually since FY 2003. In view of
identifying trends from the demand-side, however, a\Web gquestionnaire survey took place on
genera usersincluded in the “ Competition Review in the Telecommunications Business Field” in
amassing data on user preferences’.

Theresults of the Web questionnaire surveys have been conventionally mainly used in analysis
of the specific theme of the respective year®. There are quite few items, however, that are common
to the surveys, including the basic characteristics of users, combination of the internet and mobile
phone used, and reason for selecting them, etc., although the does theme differ every year. In the
assessment, therefore, the results of the Web questionnaire surveys were sequentially analyzed in
identifying how user preferences have changed over the years.

2. Survey methods

Domains that have been subjected for the Web questionnaire survey since the commencement
of the “Competition Review in the Telecommunications Business Field” in FY 2003 are as
indicated in Figure V-1. Basically the three domains of fixed internet, mobile communications,
and fixed telephones are subjects of the survey, although only part of those domains were subjects
in some years. In FY 2004, FY 2007, and FY 2008 detailed analysis of 1P telephones, platforms,
and FMC servicestook place through conjoint analysis® that was based on the results of the survey.

In this Review, in view of identifying sequential changes in consumer preferences, the results
of the Web questionnaire surveys conducted in FY 2005, FY 2006, FY 2008, and FY 2009 were
used to analyze changes in consumer preferencesin al the domains of fixed internet, mobile
communications, and fixed telephones. The analysis, including the cleaning up and aggregation of
the data, was conducted with the help of the Takanori Ida Laboratory, Graduate School of
Economics, Kyoto University.

! Refer to “Detailed Items for Implementation of Competition Review in the Telecommunications Business
Field” in the respective fiscal years for the basic idea used in the information collection.
2 More concretely, the results were used in market delimitation analysisin FY 2003 and FY 2004 and
migration analysisin FY 2005. They have been additionally used for “fixed point assessments’ that
consistently evaluate major communications services utilized since FY 2006 and “ strategic assessments”
within the framework of a“strategic assessment” that focuses on specific themes.
% Conjoint analysis regards services as a group of various attributes and enables evaluation of the level of
impact on choice behaviour of respective attributes through use of the results of selected answersin virtua
servicesthat actually do not exist.
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[FigureV-1 Subjectsof Web questionnaire survey in respective year s|

Fixed internet Maobile phones Fixed telephones | Conjoint analysis
2003 o
2004 o | P telephones
2005 o o o
2006 ¢} o) o)
2007 o Platforms
2008 o o o FMC services
2009 o o o

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)




Chapter 2 Results of Analysis

2. User choice with fixed telephones*

Examining changesin the type of network with regard to fixed telephone subscriptions reveals
amigration from metal cables such as the subscriber telephones of NTT and direct access
telephones to OABJ-IP tel ephones to be making gradual progress. The share of NTT East and West
has been declining while the share of KDDI and others (business operators other than NTT East
and West, KDDI, and SoftBank) has been rising.

These results generally match data collected from business operators on the supply-side.

* The analysisin this chapter isall based on the Web questionnaire survey data. It should be noted therefore
that it may not necessarily match the figures or results of analysis of fixed point assessments within the
respective domains.
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[FigureV-2 Changesin percentage of fixed telephones (metal cable telephones) and optical
| P telephones (OABJ-I P telephones)]

O Optical IP telephones B Fixed telephones

FY 2005 1.

FY 2006 18.5%

FY 2008 21.0%

FY 2009 32.0%

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

[FigureV-3 Changesin share of subscriber telephone services based on supply-side data]

O0ABJ-IP telephones

B Total of subscriber telephones of NTT East and West,
direct access telephones, and CATV telephones

FY 2005 2

FY 2006 (7.1

FY 2008 19.1%

FY 2009 25.0%

(Note) Figures indicate that as of the respective fiscal year.
(Source) Ministry of Internal Affairs and Communications



[FigureV-4 Changesin share of business operator s

ONTT BKDDI OSoftBank OOthers
FY 2005
FY 2006 8% |
FY 2008 % 10%
FY 2009 12%

(Source) FY 2009 Competition Review Advisory Board (Second Meeting)

[FigureV-5 Changesin share of business operators based on supply-side data]

ONTT East and West B Others

FY 2005

FY 2006

FY 2008

FY 2009

(Note) Figures indicate that as of the respective fiscal year.
(Source) Ministry of Internal Affairs and Communications



2. User choice with broadband

Examining changesin the type of network with regard to broadband selection reveals a
migration from ADSL to FTTH to be making progress.

The share of NTT East and West has been on an upward trend while the share of SoftBank,
which had alarge share in the ADSL market, has been decreasing due to the shrinkage of the
ADSL market.

These results generally match the data collected from business operators on the supply-side.



[FigureV-6 Changesin percentageof FTTH, ADSL, and CATV]

OFTTH ®ADSL OCATV

FY 2005

FY 2006

FY 2008

FY 2009

(Source) FY 2009 Competition Review Advisory Board (Second Meeting)

[FigureV-7 Changesin percentageof FTTH, ADSL, and CATV based on supply-side data]

OFTTH ®ADSL OCATV

FY 2005

FY 2006

FY 2008

FY 2009

(Note) Figuresindicate that as of the respective fiscal year.
(Source) Ministry of Internal Affairs and Communications



[FigureV-8 Changesin share of business operator s

ONTT EKDDI OSoftBank 0O Others
FY 2005 27.1% 29.6%
FY 2006 16.5% 39.7%
FY 2008 16.2% 33.8%
FY 2009 13.5% 37.2%

(Source) FY 2009 Competition Review Advisory Board (Second Meeting)

[FigureV-9 Changesin share of business operators based on supply-side data]

ONTT East and West BKDDI OSoftBank Group 0O Others
FY 2005 % 22.1% 38.0%
FY 2006 19.9% 34.8%
FY 2008 6 14.4% 32.3%
FY 2009 12.0% 31.3%

(Note) Figuresindicate that as of the respective fiscal year.
(Source) Ministry of Internal Affairs and Communications



3. User choice with mobile communications

Examining changes in the generation, etc. (2G, 3G, and PHS) of mobile communications
reveals amigration from 2G to 3G to be making steady progress as 3G accounts for 95.1% in FY
2009. In addition, the share of PHS has remained at the same level of around 3%.

The share of NTT DOCOMO, KDDI, and SoftBank has remained at the same level.

These results generally match the data collected from business operators on the supply-side.



[FigureV-10 Changesin percentage of 3G, 2G, and PHS]

O3G m2G OPHS

FY 2005

FY 2006

FY 2008

FY 2009

(Source) FY 2009 Competition Review Advisory Board (Second Meeting)

[FigureV-11 Changesin percentage of 3G, 2G, and PHS based on supply-side data]

O3G m2G OPHS

FY 2005

FY 2006

FY 2008

FY 2009

(Note) Figuresindicate that as of the respective fiscal year.
(Source) Ministry of Internal Affairs and Communications
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[FigureV-12 Changesin share of business operators]

ONTT BEKDDI OSoftBank O Others

FY 2005

FY 2006

2FY 008

FY 2009

(Source) FY 2009 Competition Review Advisory Board (Second Mesting)

[FigureV-13 Changesin share of business operators based on supply-side data]

ONTT DOCOMO BKDDI 0OSoftBank Mobile 0O Others
FY 2005 15.8% 4.0%
FY 2006 15.6% 4.5%
FY 2008 18.4% b5.4%
FY 2009 18.8% p.6%

(Note) Figuresindicate that as of the respective fiscal year.
(Source) Ministry of Internal Affairs and Communications
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4. Trends with use of internet/mobile phone applications

Examining changesin the use of internet and mobile phone applications reveals no clear trend.

The reason that no clear trend can be observed with internet applications is considered to be
their usage becoming more diverse. In addition, a decline in the percentage of use of respective
applications between FY 2008 and FY 2009 is considered to be due to arise in the percentage of
users with relatively low interests in the use of applications in recent years while broadband
subscriptions have been increasing.

Although no clear trend can be observed with mobile phones use of applications such as
one-segment broadcasts and Osaifu-Keitai (Mobile Wallet) seems to have been increasing.

[FigureV-14 Trendswith use of major internet applications]
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50% |
40% |

30%

20%
10% |
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(Source) FY 2009 Competition Review Advisory Board (Second M eeting)




[FigureV-15 Trendswith use of major mobile phone applications]

=&~ Website browsing === Music downloads

One-segment Osaifu-Keitai
broadcasts
100%
90%
80% |
70% |
60% |
50% S5H— o o
40% | Hﬂ\om
30% 1 28% 28%
0% 8% 6%
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(Source) FY 2009 Competition Review Advisory Board (Second M eeting)
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5. Trends with migration from metal cable to FTTH
(2) Internet

FTTH isthe most popular broadband service at present. Examining the type of network that
users of FTTH were using before migrating to FTTH revealsADSL to have accounted for over
50%, of whichthe ADSL of NTT had aparticularly high percentage of. The migration from ADSL
to FTTH has mainly involved the users of the ADSL of NTT.

In addition, no more than 50% of ADSL users wish to migrate to FTTH and the percentage
further declined in FY 2009 from FY 2008.

[FigureV-16 Type of network used before migratingto FTTH]

== ADSL  ==ffl= ADSL of NTT === ADSL of SoftBank Other ADSL
in particular in particular

80%
70% |
60% | et 60%
50% o-53%
40% |
30% |
i =
10% on—

0%

FY 2005 FY 2006

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)
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[FigureV-17 Changesin ADSL users wishingto migrateto FTTH]
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(Source) FY 2009 Competition Review Advisory Board (Second Meeting)
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(2) Fixed telephones

With fixed tel ephones the number of subscriptions of 0ABJ-IP telephones has been increasing
in recent years in place of the subscriber telephones of NTT. In addition, the introduction of the
number portability system and emergence of charge plans with an amount equivalent to the sales
incentive deducted, etc. with mobile phones has lowered the barrier to changing subscription to
another business operator.

Examining peopl€'s intentions with changing to 0ABJ-IP tel ephones under such circumstances
reveals no more than 20% of users of fixed telephones other than OABJ-1P telephones wish to
change to a 0ABJ-1Ptelephone and the percentage to have declined in FY 2009 when compared to
FY 2008. Thisis considered to be due to that those wishing to change to | P telephones already
having done so.

[FigureV-18 Changesin wishing to migrateto optical | Ptelephones]

. Optical IP telephones Optical IP telephones
=4~ Optical IP telephones  wfffb= "o\ 11 i barticular =K of KDDI in particular
Optical IP telephones

Other optical IP telephones
of SoftBank in particular P P

20%
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o ' —$ 13%
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2 O — 3%
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FY 2008 FY 2009

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)
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6. Intentions with changing business operators

Examining users’ intentions with changing mobiles phone (3G) business operator reveals no
more than 10% wish to change business operator and no significant change has been observed in
FY 2009 from FY 2008.

[FigureV-19 Changesin 3G mobile phone users wishing to change business operator g

Want to change to 3G of NTT 3G of KDDI 3G of SoftBank
¢’ another business i in particular % in particular in particular
operator

20%
18%
16%
14%
12%
10%
8%
6%
4%

% L - A3

0% =X 1%
FY 2008 FY 2009

5% ¢ 9%

(Source) FY 2009 Competition Review Advisory Board (Second M eseting)
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7. Combination of FTTH, IP telephones, and 3G mobile phones

Asinthe anaysis of fixed point assessment and this assessment FTTH is the most popular
network for the internet at present while I P tel ephone subscriptions have been increasing with
fixed telephones. In addition, most mobiles phones have migrated to 3G Because of this changes
in the percentage of usersthat are using both FTTH and | P telephones and usersthat are using both
FTTH and 3G mobile phones from FY 2005 on were examined.

The percentage of users that are using both FTTH and 1P telephones of those subscribing to
both broadband and fixed telephones has rapidly risen since FY 2005 and was 33% in FY 2009. At
least 60% of them are using FTTH and IPtelephones of NTT East and West.

The percentage of users that are using both FTTH and 3G mobile phones of those subscribing
to both broadband and mobile phones has also rapidly risen since FY 2005 and was 56% in FY
2009. Nearly 40% of them are using FTTH and 3G mobile phones of NTT East and West.

[FigureV-20 Changesin percentage of usersof FTTH and optical | P telephones]

Users of FTTH and = Users of FTTH and optical IP
optical IP telephones telephones of NTT in particular
40%
35% |
33%
30% |
25%
20% 20% 2% 22%
15% 5%
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5%
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(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

18



[FigureV-21 Changesin percentage of usersof FTTH and 3G mobile phones]

S U fFTTH Users of FTTH and 3G

a::rgg & of NTT in particular
60%

96%

50% |-
40% |
30% |
20% 245 ._m,,.—l 22%
10% .;:%/—I 8%

0%

FY 2005 FY 2006 FY 2008 FY 2009

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)
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8. Trends with users of search engines and Web mail, etc. (for reference)

A survey of Web applications used viathe internet is examined here based on results from FY
2009 because the survey has been not conducted in the past. Yahoo! had the highest percentage of
search engines used occasionally, followed by Google, with the two accounting for over 90% of
the total .

Examining the results of asurvey on e-mail servicesreveals approximately 60% of respondents
use Web mail. Of them Yahoo! Mail had the highest percentage, followed by Hotmail and Gmail.

[FigureV-22 Search engines occasionally used]

infoseek, excite, 0.1% - Jivedoor, 0. Others (free answer)
1.2%

5.0% goo, 2.3%
Bing(MSN), 0.9%

(Source) FY 2009 Competition Review Advisory Board (Second Meeting)

[FigureV-23 E-mail services occasionally used]

Other Web services . )
Goo Mail, (free answer), 2.0% Web mail prowdgd by ISP
4.7% used for connection, 0.0%

Hotmail/Windows
Live Hotmail, 10.1%

—Beckey, 1.1%
Mail (Mac OS standard),
1.1%

Other free software
(free answer), 1.4%

(Source) FY 2009 Competition Review Advisory Board (Second Meeting)
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The percentage of factors that users attach great importance to when using Web applications
was the highest for prices/charges, followed by application response, application stability, and ease
of operation. With privacy/security matters that are considered important when using Web
applications financia accounting information, including bank accounts and credit card numbers,
etc., and private information, including name, address, and occupation, etc., were high in

percentage. Conversely however, the percentage was low for location information, health
information, and purchase records.

[FigureV-24 Factorsthat areimportant when using Web applications|

Price/charge

Functionality

Application response

Application stability

Ease of operation

Volume of data that can be stored
Appearance

Brand of business operator

Ease of data sharing

Ease of collaboration with mobile phones
Others (free answer)

80.0%

0% 20% 40% 50% 80% 100%

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

[FigureV-25 Privacy/security matters considered important]

Privacy information, including name, address, and occupation, etc.

Financial accounting information, including bank accounts and
credit card numbers, etc.

Location information, including present location, etc.

88.3%

91.7%

Health information, including diseases and genetic susceptibility, etc.
Information on purchase of goods records

Information on political views and religious beliefs, etc.

Others (free answer)
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(Source) FY 2009 Competition Review Advisory Board (Second M eeting)
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Chapter 3 Conclusion

In this assessment sequential analysis of consumer preferencestook place through utilizing the
Web questionnaire surveys from the “ Competition Review in the Telecommunications Business
Field”.

Detailed analysis on fixed telephones, broadband, and mobile communications took place via
fixed point assessments using data collected from business operators on the supply-side, and the
results generally match the results of analysisin this assessment.

No clear trends were observed in sequential changes in the use of applications. The percentage
of demand for migration to FTTH and optical |Ptelephones has been generally declining, whichis
considered to have resulted from the progress already made in that migration, and thus indicating
that many users wishing to migrateto FTTH or IP telephones, etc. have already done so. Thisis
consistent with the increasing trend of the percentage of users that subscribe to both FTTH and IP
telephones and both FTTH and 3G mobile phones.

In this assessment qualitative analysis took place on the results of past Web questionnaire
surveys, which is considered effective in identifying changes in consumer preferences and in
starting to utilize the data amassed. Discussions will need to be held in the future on continuing
surveys in enabling the data amassed and quantitative analysis to be utilized with consideration
given to the results of the qualitative analysisin this assessment.
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[Reference] Outline of Questionnaire Survey

1. Outline of survey

The questionnaire survey took place with the assumption that 2,000 responses would be
received at the end of the survey. In order to secure the specified number of responses required in
the analysis at the end of the survey any samples whose respondent data was clearly not reliable
were treated as attrition samples.

Sample alocation was carried out on 2,000 responses at the end of the survey by assuming the
following 10 categories based on sex and age in consideration of enabling analysis of the demand
characteristics of different consumer attributes (sex and age). In addition, responses were collected
separately to the sex/age categorization on the assumption of samples being allocated according to

the population of the following 10 regions.

Sample allocation of responses at the end of questionnaire survey

29 or Aged Aged Aged

younger 201030 401049 s0to50 | 600r older Total

Males 200 173 143 171 281 968

Females 191 169 142 173 358 1,032

Tota 391 342 285 344 638 2,000

Region Prefecture Total
Hokkaido Hokkaido 88
Tohoku Aomori, lwate, Miyagi, Akita, Yamagata, Fukushima 150
Kanto-Koshinetsu | Ibaraki, Tochigi, Gunma, Saitama, Chiba, Tokyo, Kanagawa, Yamanashi, 738
Nagano, Niigata

Hokuriku Toyama, Ishikawa, Fukui 49
Tokal Gifu, Shizuoka, Aichi, Mie 235
Kinki Shiga, Kyoto, Osaka, Hyogo, Nara, Wakayama 325
Chugoku Tottori, Shimane, Okayama, Hiroshima, Yamaguchi 120
Shikoku Tokushima, Kagawa, Ehime, Kochi 64
Kyushu/Okinawa | Fukuoka, Saga, Nagasaki, Kumamoto, Oita, Miyazaki, Kagoshima, Okinawa 232
Tota 2000

(Source) Population, population dynamics, and number of households based on the Basic Resident Registers
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2. Attributes of respondents

The percentage distribution of respondents by sex and ageis as follows. Responses were
allocated as planned. By family structure the percentage was high with households of single
persons younger than 30 and households of husbands and wives aged 60 or older.

Percentage distribution of respondents by sex and age

Overall 17.1% | 14.3% | 17.2% 31.9%
Males 17.9% | 14.8% | 17.7% 29.0%
Females 16.4% | 13.8% | 16.8% 34.6%

0% 20% 40% 60% 80% 100%

| B Younger than 30 O Aged 30 to 39 [J Aged 40 to 49 [J Aged 50 to 59 E 60 or older

Percentage distribution of respondents by family structure

Overall 21.6% | 29.9% | 16.4% B.1%H

Younger than 30 11.3%  30.7% | 16.4%3[1il

Aged 30 to 39 193% | 28.7% | 205% b7
Aged 40 to 49 189% | 32.3% | 16.8% [10.2%
Aged 50 to 59 17.2% | 32.6% - 19.5% [9.9%1

60 or older 32.8%_ | 27.4% 11?.2%||0.09I|

0% 20% 40% 60% 80% 100%

M Single person O Husband and wife [J Parents and unmarried children

[ Two generations living together [ 3 Three generations living together M Others
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Responses by residential region were also alocated as planned. The percentage distribution of
respondents by occupationsis as follows.

Percentage distribution of respondents by residential region
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By residential type the percentage of independent houses was high with self-owned residences
and that of apartment houses high with rented residences.

Per centage distribution of respondents by annual income
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VI. Quantitative Analysis of Economic
Impact of Past Competition Policies
concerning Dissemination of Mobile and
Broadband Services
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Chapter 1 Purpose of Assessment

1. Background of analysis

Mobile and broadband markets continue to expand in Japan with advanced terminal devices,
represented by smart phones, being made available and the dissemination of the use of video
pictures via the internet, etc.* In the mobile market the total number of mobile phone and PHS
subscriptions was 116.30 million as of the end of March 2010. In the broadband market the total
number of ADSL, FTTH, and CATV internet subscriptions was 31.49 million as of the end of
March 2010, with a migration from high-speed broadband such as ADSL, etc. to ultra-high-speed
broadband represented by FTTH making progress.

[FigureVI-1 Changesin mobile market]

(Unit: 10 thousand subscriptions)
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(Source) Ministry of Internal Affairsand Communications

! Refer to “Mobile Communications Domain” and “Internet Connection Domain” of fixed point
assessments for more details on trends in the respective markets.
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[FigureVI-2 Changesin broadband market]

(Unit: 10 thousand lines)
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(Note) Figures before June 2004 partly include estimates.
(Source) Ministry of Internal Affairs and Communications

The main reasons for the widespread dissemination of mobile and broadband services are
considered to be [1] the development of a competitive environment through policies that ensure
competition, [2] improved services because of competition between business operators, and [3]
changes in environment and technologies, etc., with the role of policies that ensure competition
being considered to be quite large. In addition, the widespread dissemination of mobile and
broadband services is considered to have had a significant economic impact on other industries.

The economic impact of specific policies was also analyzed in past “ Competition Reviewsin
the Telecommunications Business Field” 2. The approach of quantitatively analyzing how and what
impact various competition policies have on the social and economic situation created by the
expansion of the mobile and broadband markets and from the point of view of their economic
impact is considered very important when discussing ideal future competitive policies.

% Analysis on the number portability system took place in the “ Strategic Assessment” of the “ Competition
Review in the Telecommunications Business Field” of FY 2006 as competition policy related analysis.
2



2. Purpose of analysis

Because of the above background data that had been amassed and summarized from past
“Competition Reviews in the Telecommunications Business Field” was utilized in this assessment
and the theme of “quantitative analysis of the economic impact of past competition policies®
concerning dissemination of mobile and broadband services’ selected for quantitative analysis of
the level of economic impact respective major competitive policies had in the past®.

% Competitive policies here not only refer to revisions of laws and regul ations such as revisions of
ministerial ordinances, etc. but also policy recommendations, including guidelines, etc.
* This assessment took place with the help of Masatsugu Tsuji, Professor at the University of Hyogo, who
was the chairperson of the Competition Review Advisory Board and provided assistancein the direction the
assessment should take and the economic analysis methods used, etc. In addition, Yuji Akematsu, Professor
at the University of Hyogo, a so provided assistance in the actual analysis.
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Chapter 2 Subjects and Methods of Analysis

1. Subjects of analysis

The theme of this assessment was “quantitative analysis of economic impact of past
competition policies concerning dissemination of mobile and broadband services’. More
concretely, analysis took place within the mobile market on the impact [1] introduction of the
number portability system (*Number Portability Study Group” report published in April 2004,
system commenced upon in October 2006), [2] promotion of MVNO entries (“MVNO
Guidelines’ published in June 2002, revised in February 2007, revised again in May 2008), and [ 3]
clarification of separation of the price of handsets and communication charges (“Ideal
Competition Rules in Response to Progress of 1P-based Networks — Competition Promotion
Program 2010 —" published in September 2006, “Mobile Business Study Group” report published
in September 2007) had on the mobile phone market.

Analysis also took place within the broadband market on the impact [1] establishment of
unbundling rules (metal cable: September 2000, FTTH: April 2001), [2] establishment of
collocation rules (October 2000), and [3] lowered connection charges had on ADSL and FTTH
services, along with the impact [4] open access to infrastructure for laying lines (“ Guidelines on
Use of Utility Poles and Conduits, etc. by Public Utility Business Operators’ published in April
2001) had on FTTH®.

In view of ensuring detailed analysis took place on the economic impact of competition
policiesin the respective markets it was conducted independently with respect to the mobile
market and broadband market in this assessment. With the broadband market analysis also took
place separately with respect to the ADSL market and FTTH markets.

In view of evaluating the results of the analysis in a unified manner, however, the same
methods with regard to the definition of economic impact and quantitative analysis were used in
analysing the respective markets.

® In addition various competition poalicies, including for exampleintroduction of outright mobile phone sale
system and abolishment of advance fee contract clause notification system, in principle, etc., can be
considered to have had an actual economic impact. In this assessment, however, only the above mentioned
major competition policies were subject to analysis. In addition, the PHS and cable internet markets, for
example, were not subjects to this assessment. It should be noted therefore that the economic impact the
subjected competition policies had on the expansion of these markets are not included in the results of the
analysis.
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2. Methods of analysis
(1) Analysis of economic impact via consumer surplusanalysis

Various indices can be used to evaluate economic impact via quantitative analysis of the
economic impact of competition polices. In this assessment, however, quantitative analysis of the
economic impact of competition policiestook place using consumer surplus analysis, whichisa
general method of analysing the impact of policies, to estimate the increase in consumer surplus
that then led to lowered charges.

In assessing policies consumer surplus analysis focuses on the user benefits that usually
account for amajor part of the social benefit bestowed by policies. The framework israther ssimple
but it rarely resultsin significant errors and is considered fairly reliable®.

The difference regarded as being the user benefit or consumer surplusis calculated by
subtracting the amount actually paid by all consumers from the total value appreciated by all the
customers as derived from the amount each customer intends to pay using an estimated demand
function that is then used as the standard value in the assessment.

(2) Consumer surplusanalysis procedure

1) Estimation of diffusion model

First adiffusion model based on the demand function (hereinafter referred to as diffusion
model) is estimated. A diffusion model is based on the idea that the diffusion status in respective
markets (number of subscriptions) is determined by charge and income levels, etc.’, and can be
represented as follows.

Q= Q(p, GDP, 1)

Here Q indicates the number of subscriptions, p the charge level, GDP the income level, and f
other factors that have an impact on the number of subscriptions. In this assessment analysis took
place on the impact the number of subscriptions had on the charge level in the respective markets

® Refer to “Microeconomic Modeling for Policy Analysis’ (2006), Yoshitsugu Kanemoto, K atsuhito
Hasuike, Toru Fujiwara, Toyo Keizai, Inc. for more details on consumer surpluses and more advanced
analysis methods, etc. that utilize them.
" This type of model is generally called a demand function. Accurately analyzing the mobile telephone,
ADSL, and FTTH markets subject in this assessment as demand functions requires consideration being
given to not only the number of subscriptions but also the communication volume (traffic) resulting from
demand. This assessment assumed a model for use in determining the number of subscriptions from the
point of view of analysing economic impact with regard to diffusion, and henceisrepresented asadiffusion
model that was based on the demand function.
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of mobile phone, ADSL, and FTTH using estimates after amodel was concretely formulated.

Next the increase in number of subscriptions (progress with diffusion) that can be explained by
changesin charge level was calculated using the af orementioned estimate model. When analyzing
the economic impact of competition polices using the consumer surplusit is generaly considered
to be caused by lowered charge levels directly or indirectly having resulted from competition
policies. Asrevealed in the previous chapter diffusion throughout the mobile and broadband
markets has actually been taking place and in the course of that diffusion the charge level has
tended to have declined in the respective markets®.

2) Calculation of increment in number of subscriptions caused by competition policies

Asillustrated in the model the level of progress made with diffusion is affected not only by the
level of charge but also by level of income, etc. Analyzing the economic impact of competition
policies therefore requires that the part of the progress made in diffusion resulting from decreased
charge levelsto be calculated. The contribution ratio of the charge level is calculated using the
respective variable coefficients and then the increment in number of subscriptions (progress with
diffusion) resulting from the decline in charge level then calcul ated.

3) Calculation of increment of consumer surplus

The increment of consumer surplusis calculated using the charge level and the increment in
number of subscriptions resulting from the decline in charge level. The increment of consumer
surplusis calculated annually, in principle, viatrapezoidal approximation® and those cal culated
over the entire period covered by the analysis of the respective markets then totalled.

The period used in calculating the increment in consumer surplus after estimating the diffusion
model was set at the three years and three months, of September 2006 through to December 2009
because of consideration being given to when the number portability system, etc. for usein the
mobile phones market was introduced, the five years and three months of March 2001 through to
June 2006 because of consideration being given to when the unbundling rules and their diffusion,
etc. for usein the ADSL market were introduced, and the 8 years and nine months of May 2001
through to December 2009 because of consideration being given to when the unbundling rules, etc.
for usein FTTH market were introduced™®.

8 Refer to the fixed point assessments in the respective domains for the concrete charge levelsin the
respective markets.
? Asillustrated below the model used in this assessment was not linear and the consumer surplus increment
calculated using atrapezoidal approximation in which the area of the increment was calculated as a
trapezoid.
191t should be noted that the estimate periods differ in the respective markets and therefore the consumer
surplus increments (economic impact) in the respective markets cannot be directly compared.
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3. Calculation of direct impact and spread on other industries from competition
policies

(1) Definition of economic impact of competition policies

In this assessment consumer surplus analysis was used to analyze the economic impact of
competition policies. However, the economic impact of competition policies with regard to the
dissemination of mobile telephones and broadband is normally divided into a direct impact
provided by the consumer surplus increment resulting from the introduction of the pertinent
competition policies and an indirect impact resulting from the interaction of the pertinent
competition policies and existing competition policies, etc.

In addition, theintroduction of competition policies having the impact of lowering charge level
resultsin the indirect impact through more active competition between business operators, etc. and
the actual direct impact of competition policies on the charge level both needing to be considered.

Furthermore, the economic impact of competition policiesis also considered to advantage
users viaan increase in the consumer surplus while also affecting suppliers and other industries,
etc. at the sametime.

(2) Analyzing direct economic impact using AHP analysis

In this assessment AHP analysis was first used to analyze the direct economic impact of the
respective completion policies. AHP (Analytic Hierarchy Process) analysis is a decision making
method that was developed by T. L. Saaty in 1977 which is now widely used as part of operational
research. AHP analysis makes use of human judgment via the weights of evaluation criteria being
set for making decisions. Questionnaire surveys, etc. are used in the analysis that then enable
analysis of the qualitative factors.

1) AHPanalysis Procedure
[1] Pairwise comparison of prioritiesvia questionnaire survey

In the respective markets of mobile phones, ADSL, and FTTH competition policies and other
factors deemed to be the cause of dissemination were built into a hierarchy and a pairwise
comparison of priorities then applied to each element of the respective hierarchy. A survey for use
in a pairwise comparison was then conducted on major business operators in the respective
markets™. The survey items were asindicated in Figure VI-3.

! Refer to the analysis in the respective markets in the next chapter for the number of business operators,
etc. that were subjected to the survey.
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[FigureVI-3 Survey items]
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Lowered connection charge

Improved efficacy in cost structure within a

Competition between business operators

Service development strategies, etc.
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Environment and technol ogies

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

[2] Calculation of relative priorities

The relative priorities (weight) of the respective elements were cal culated from the results of
the pairwise comparison on the priorities of respective elements obtained in the survey using the
eigenvalue method. Therelative priorities of the respective e ements cal cul ation were then used to
calculate the direct economic impact of the competition policies from consumer surplus
increments obtained above.

(3) Analyzing spread impact to other industriesusing inter-industry relationstable

The economic impact calculated viathe AHP analysis provides the direct impact of
competition policies within the mobile and broadband markets. The economic impact represented
by the total consumer surplus increments includes the indirect economic impact resulting from
more active competition between business operators because of the introduction of competition
policies, whereas the economic impact outside the pertinent markets is not included.

The impact on other industries is therefore considered to be type of economic impact separate
to that of advantages to consumers within the pertinent the market. In this assessment the spread
impact to other industries was analyzed using an inter-industry relations table as the impact on
other industries. More concretely, the total increase in market size in the respective mobile and
broadband markets during the period covered was first calculated using the diffusion model
obtained in the consumer surplus analysis. It was then multiplied by coefficients in an input
inverse matrix of an inter-industry relations table of 2007 (71 sector tables) in obtaining the spread
impact to other industries. A coefficient for the mobile telecommunications industry of an input
inverse matrix was then used in the multiplication for the mobile phone market and that of the
fixed telecommunications industry for ADSL and FTTH markets.



Chapter 3 Analysis of Mobile and Broadband Markets

1. Analysis of mobile market
(1) Analysis of mobile phone market
1) Consumer surplusanalysis using diffusion model

First consumer surplus analysis using a diffusion model was conducted. The diffusion model
described above was formulated as alogarithmic model for the estimation.

Quarterly datafrom June 2001 through to December 2009 was used. The number of samples
was therefore 35. The number of subscriptions was provided by data on the number of
subscriptions that was provided by the Telecommunications Carriers Association, the charge level
from the price index of corporate services provided by the Bank of Japan, and income level from
actual GDP. With regard to the conversion of the relative price in the charge level, the weighted
average was obtained using the results of the Web questionnaire survey that took place within the
“Competition Review in the Telecommunications Business Field” of thisfiscal year and then
further substantiated using a deflator.

Furthermore, March is the season for graduation from and admission to school, etc. and a
seasonal factor in theincreasein number of subscriptionsin the mobile phone market is considered
to exist because of it. A dummy function was therefore used as an “ other factor” for the end of
March period.

Consideration to the estimate using time-series data resulted in the generalized |least square
method and a Prais-Winsten transformation specifying afirst-order auto regression being used.

The result of the diffusion model estimate for the mobile phone market was as follows.

log Q =-1.024 log P+ 1.969 log GDP + 0.055 SeasonD + 0.606 AR(1)
(0.000) (0.000) (0.005) (0.000)

Here Q indicates the number of subscriptions, Pthe charge level, GDP the income level,
SeasonD the dummy for the end of March period, and AR(1) the first-order auto regression. The
figures in parenthesis indicate p-values that show the significance of the estimated coefficients'?.
The estimated results showed each coefficient to be significant with the expected signs, and thus
the estimation was deemed to be reasonable for use with the diffusion model **.

12 p-value indicates the probability of a hypothesiswith azero coefficient (null hypothesis) being correct. A
smaller p-value therefore means that the probability of a null hypothesis being correct, or the coefficient
zero, small.
13 Estimates made using time-series data often involves an issue known as serial correlation. In this
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Based on the results of the above estimation the increments in consumer surplus were
calculated to be approximately 685 billion yen.

2) Calculation of direct impact of competition policiesusing AHP analysis

Next the relative weight of competition policies and other elements were calculated using AHP
analysisto obtain the direct impact of competition policies. Hearings and questionnaire surveys
took place in March 2010 involving four mobile phone business operators in indicating the
priorities of the respective elements in the form of a pairwise comparison. All four business
operators responded to the hearings and questionnaire surveys. The overall prioritiesin mobile
phone market were calculated as the weighted average of the priorities obtained from the
responses by market share.

The results of the analysis were as indicated in Figure V1-4.

[FigureVI-4 Prioritiesin mobile phone market]

Introduction of the number portability system | 0.0562
Promotion of MVNO entries 0.0179
Clarification of separation of the price of
handsets and communication charges

Competition policies 0.0978

0.0237

Competition between business
operators
Environment and technologies| 0.1898

0.7125

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

The direct economic impact of competition policies was cal culated by multiplying the overall
priorities by the consumer surplus increments obtained earlier on. This then resulted in the overall
direct impact of competition policies for use in the mobile phone market being estimated to be
approximately 67 billion yen (the percentage of the contribution of competition policiesto
increase in consumer surplusin the mobile phone market being 9.8%). Of thisthe direct impact of
introducing the number portability system was approximately 39 billion yen (the af orementioned,
also in brackets, being 5.6%, and the same hereinafter), that of promoting MVNO entries
approximately 12 billion yen (1.8%), and that of clarifying the separation of the price of handsets
and communication charges approximately 16 billion yen (2.4%).

assessment a Prais-Winsten transformation specifying afirst-order auto regressive model was used to cope
with the issue of serial correlation. Elimination of the serial correlation was verified through use of
Box-Ljung Statistics, with the resulting statistic being 0.000. The (first-order) serial correlation was
therefore deemed to have been eliminated.
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3) Calculation of spread impact to other industriesusing inter-industry relationship table

The diffusion model estimated in the consumer surplus analysis was used to calculate the total
increasein the size of the mobile phone market size during the period covered to be approximately
600 billion yen. The spread impact from the mobile phone market to other industries was then
calculated by multiplying that by the mobile telecommunications industry coefficients of an
inverse matrix of an inter-industry relations table of 2007 (71 sector tables) to be approximately
856 hillion yen.
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2. Analysis of broadband market
(2) Analysison ADSL market
1) Consumer surplusanalysis using diffusion model

First consumer surplus analysis using a diffusion model was conducted. Similar to the analysis
of the mobile phone market the diffusion model described above was formulated as alogarithmic
model for the estimation.

Quarterly datafrom March 2001 to June 2006 was used. The number of samples was therefore
22. The number of subscriptions was taken from data on the number of subscriptions provided by
the Ministry of Internal Affairs and Communications, the charge level from the price index of
corporate services provided by the Bank of Japan, and income level from actual GDP. With regard
to conversion of the relative price within the charge level the weighted average was obtained using
the latest charge plans of the respective business operators and then further substantiated using a
deflator. The generalized least square method with a Prais-Winsten transformation was then used
to make the estimate.

The result of the diffusion model estimate for the ADSL market was as follows.

log Q = -0.519 log P+ 1.520 log GDP + 0.946 AR(1)
(0.000) (0.000) (0.000)

Here Q indicates the number of subscriptions, Pthe charge level, GDP the income level, and
AR(1) the first-order auto regression. The figures in parenthesis indicate the p-values. The
estimated results revealed each coefficient to be significant with the expected signs and thus the
estimation was deemed to be reasonable for the diffusion model *“.

Based on the results of the above estimation the consumer surplus increments were cal cul ated
to be approximately 412 billion yen.

2) Calculation of direct impact of competition policiesusing AHP analysis

Next the relative weights of competition policies and other elements were calculated using
AHP analysisin obtaining the direct impact of competition policies. Similar to the analysis of the
mobile phone market, hearings and questionnaire surveys took place in March 2010 with the five
major business operators in indicating the priorities of the respective elementsin the form of a
pairwise comparison. All five business operators responded to the hearings and questionnaire

1t should be noted, however, that the Box-Ljung Statistic was 33.708 and the (first-order) serial
correlation was thus deemed not to have been eiminated.
12



surveys. The overal prioritiesin the ADSL market were calculated as the weighted average of
priorities obtained from the responses by market share'®.

The results of the analysis were as indicated in Figure V1-5.

[FigureVI-5 Prioritiesin ADSL market]

Establishment of unbundling rules 0.1137
Competition policies 0.3564 |Establishment of collocation rules 0.1039
L owered connection charge 0.1388

Competition between business
operators
Environment and technologies| 0.3278

0.3158

(Source) FY 2009 Competition Review Advisory Board (Second M esting)

The direct economic impact of competition policies was cal culated by multiplying the overall
priorities by the consumer surplus increments obtained earlier on. This then resulted in the overall
direct impact of competition policies on the ADSL market being estimated to be approximately
147 billion yen (percentage of contribution of competition policiesto increase in consumer surplus
in ADSL market being 35.6%). Of this the direct impact of establishing unbundling rules was
approximately 47 billion yen (the same as the aforementioned, in brackets, being 11.4%, with the
same hereinafter), that of establishing collocation rules approximately 43 billion yen (10.4%), and
that of lowering connection charges approximately 57 billion yen (13.9%).

3) Calculation of spread impact to other industries using inter-industry relationship table

The diffusion model estimated in the consumer surplus analysis was used to calculate the total
increase in the ADSL market size during the period covered to be approximately 130 billion yen.
The spread impact from the ADSL market to other industries was then calculated by multiplying
that by fixed telecommunications industry coefficients of an inverse matrix of an inter-industry
relations table of 2007 (71 sector tables) to be approximately 207 billion yen.

(2) Analysisof FTTH market

1) Consumer surplus analysisusing diffusion model

First consumer surplus analysis using the diffusion model was conducted. Similar to the
analysis of the mobile phone and ADSL markets the diffusion model described above was
formulated as alogarithmic model for the estimation.

1> Only questionnaire surveys were conducted on some business operators and the survey items were
partialy not answered.
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Quarterly datafrom March 2001 to December 2009 was used. The number of samples was
therefore 36. The number of subscriptions was taken from data on number of subscriptions
provided by the Ministry of Internal Affairs and Communications, the charge level from the price
index of corporate services provided by the Bank of Japan, and income level from actual GDP.
With regard to conversion of the relative price within the charge level, the weighted average was
obtained from the latest charge plans of the respective business operators and then further
substantiated using a deflator. The generalized |east square method with a Prais-Winsten
transformation was then used to make the estimate.

The result of the diffusion model estimation for the FTTH market was as follows.

log Q =-13.619 log P+ 6.319 log GDP + 0.987 AR(1)
(0.001) (0.000) (0.000)

Here Q indicates the number of subscriptions, Pthe charge level, GDP the income level, and
AR(1) the first-order auto regression. The figures in parenthesis indicate the p-values. The
estimated results revealed each coefficient to be significant with the expected signs and thus the
estimation was deemed to be reasonable for the diffusion model *°.

Based on the results of the above estimation the consumer surplus increments were cal cul ated
to be approximately 131 billion yen.

2) Calculation of direct impact of competition policiesusing AHP analysis

Next the relative weight of competition policies and other elements were calculated using AHP
analysisin obtaining the direct impact of competition policies. Similar to the analysis of the mobile
phone and ADSL markets hearings and questionnaire surveys took place in March 2010 with the
seven major business operatorsin indicating the priorities of the respective elementsin the form of
a pairwise comparison. All seven business operators responded to the hearings and questionnaire
surveys. Theoverall prioritiesinthe FTTH market were then cal cul ated as the wei ghted average of
the priorities obtained from the responses by market share'’.

The results of the analysis were as indicated in Figure V1-6.

181t should be noted, however, that the Box-Ljung Statistic was 24.011 and the (first-order) serial
correlation was thus deemed not to have been eliminated.
7 Only questionnaire surveys were conducted on some business operators and survey items were partially
not answered.
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[FigureVI-6 Prioritiesin FTTH market]

Establishment of unbundling rules 0.0253

. - Establishment of collocation rules 0.023
Competition policies 0.0986 Open access to the infrastructure for laying 0.0223
L owered connection charge 0.0281

Competition between business
operators
Environment and technologies| 0.4131

0.4883

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

The direct economic impact of competition policies was cal culated by multiplying the overall
priorities by the consumer surplus increments obtained earlier on. This then resulted in the overall
direct impact of competition policiesin the FTTH market being estimated to be approximately 13
billion yen (percentage of contribution of competition policiesto theincrease in consumer surplus
on the FTTH market being 9.9%). Of this the direct impact of establishing unbundling rules was
approximately 3.3 billion yen (the same as the aforementioned, in brackets, being 2.5%, with the
same hereinafter), that of establishing collocation rules approximately 3 billion yen (2.3%), open
access to the infrastructure for laying lines approximately 2.9 billion yen (2.2%), and that of
lowered connection charges approximately 3.7 billion yen (2.8%).

3) Calculation of spread impact to other industriesusing inter-industry relationship table

The diffusion model estimated in the consumer surplus analysis was used to calculate the total
increasein the FTTH market size during the period covered to be approximately 1,079 billion yen.
The spread impact from the FTTH market to other industries was then calculated by multiplying
that by fixed telecommunications industry coefficients of an inverse matrix of an inter-industry
relationship table of 2007 (71 sector tables) to be approximately 1,724 billion yen.
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Chapter 4 Matters of Concern

The economic impact estimated through the consumer surplus analysis and AHP analysis
indicates the portion of consumer surplus within social surplusthat is explicitly considered to be
the impact of the competition policies as revealed through AHP analysis. Therefore, and for
example, the“improved services through competition between business operators’ that isincluded
in other factorsin the AHP analysis can al so be considered to be an indirect impact of competition
policies. The economicimpact figures estimated can thus be considered to be quite conservative'®,

In this assessment questionnaire surveys on major business operators took place within the
AHP analysis. In order to make more detailed analysis from various angles in the future the
guestionnaire survey on experts would al so be considered effective.

In addition, with consumer surplus analysis obtaining accurate price data that can be used to
reflect the external quality, speed, and network in quantitative analysis in the telecommunications
domain isdifficult. It should be noted, therefore, that analysis that utilizes price indexes, etc. is of
limited usefulness.

The mobile phone market has alarge number of flat rate charge plans, and therefore analysis of
subscription demands, in particular, with no consideration given to traffic is also considered of
limited usefulness. However, the volume of traffic has not significantly changed over recent years
and thus the results of analysis of subscription demands in this assessment can be considered
reasonabl e to a certain extent (Figure V1-7).

[FigureVI1-7 Daily average number of communicationsand communication time per mobile
phone subscription]

FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Number of communications per day 1.7 times 1.6 times 1.5times 1.5 times 1.4times
Communication time per day 3 min. and 16 sec | 3 min. and 12 sec. | 3min. and 10 sec. | 3 min. and 7 sec. | 3 min. and 16 sec.
Average time of communication [1 min. and 56 sec.] [2 min.] [2min. and 4 sec.] | [2 min. and 8 sec.] |[2 min. and 16 sec.]

(Source) FY 2009 Competition Review Advisory Board (Second M eeting)

18 Refer to the discussion held at the Second Meeting of the FY 2009 Competition Review Advisory Board
(http://www.soumu.go.j p/main_content/000066680.pdf) for how to utilize the results of analysisin this
assessment.
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