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Development of Japanese pro-competition policy

The Promotion of Pro-Competitive Policies in the Telecommunications Field
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the telecommunications carriers business for

in

Pro-competition policy

2.

promoting IT revolution

Outline (1) of the bill partially revising the Telecommunications Business Law
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Outline (2) of the bill partially revising the Telecommunications Business Law

Current standards authorization system for terminal equipment
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3.

Establishment of Interconnection Rules

1 Introducing regulation for Designated Telecommunications Facilities

1997

2001

Imposing obligation to interconnection with Telecommunications circuit facilities

Introducing regulation for Category | designated telecommunications facilities for fixed
communications networks (requirement establishment, approval and publishing
interconnection tariffs)

Introducing regulation for Category Il designhated telecommunications facilities for
mobile communications networks (requirement of establishment, notification and
publishing interconnection tariffs)

2 Calculation of interconnection charges for fixed communications networks

1997 Implementation of appropriate calculation of cost based on interconnection accounting
results, in line with the introduction of regulation for Category | designated
telecommunications facilities.

2000 Introducing the Long-Run Incremental Cost methodology for fixed communications
networks to increase the transparency of calculations and give incentives to
streamline.

2003 Review of the Long-Run Incremental Cost methodology and calculation of
interconnection charges.

2004  Starting investigation into method of calculating interconnection charges from 2005.

(charges for 3 minutes)
FY 1998 1999 2000 2001 2002 2003/4
GC connection 5.81 yen 5.57 yen 4.95 yen 4.60 yen 4.50 yen 4.37 yen
ZC connection 11.98 yen | 10.64 yen 7.65 yen 5.88 yen 4.78 yen 5.36 yen

3 Unbundling of subscriber lines

2000 Obligation to unbundling of subscriber lines (copper lines) for Category | designated
telecommunications facilities
2001 Obligation to unbundling of subscriber fiber lines for Category | designated
telecommunications facilities
* The collocation rules such as procedures when a telecommunications carriers
perform works by themselves in NTT East and West building were established in the
year 2000 and has been revised as necessary.
* Unbundling charges have been recalculated every year after being obligation. The
current charges are as shown in the table below.
(monthly charge per line)
NTT East NTT West
Dry copper 1,385 yen per line/month 1,453 yen per line/month
Line sharing 158 yen per line/month 165 yen per line/month

Subscriber fiber optics'

Note)

5,232 yen per line/month 5,239 yen per line/month

Backbone fiber optics

2.166 yen m/month 2.241 yen m/month

Note)ln the case of subscriber fiber optics, as charge is calculated based on future costs, revision
is not taking place

‘ 4 Procedures to settle disputes between carriers

1985

2001

When consultation over interconnection between carriers fails to come to an
agreement, the carriers can request to the MPT minister (at present, MPHPT minister)
on order for interconnection / an award.

Telecommunications Business Dispute Settlement Commission was established and
the carriers can apply for mediation and arbitration when consultation over
interconnection pails to come to an agreement.




Outline of NTT Reorganization Scheme

Holding Company
(Nippon Telegraph and
Telephone Corp.)

Using its right as a shareholder to ensure that
regional communications services are provided
by the regional communications companies on
a stable basis

Promoting fundamental research and
development on telecommunications

4,
NTT
Communications
Corp.
References

NTT West Corp.
(Nippon Telegraph and
Telephone West Corp.)

Providing regional communications service in

Western Japan  (Tokai, Hokuriku,
Chugoku, Shikoku, Kyushu and Okinawa)

Being obliged to provide universal service of

telephony in Western Japan

1. D special corporation, D private company

2. The holding company holds all shares of NTT East Corp. and NTT West Corp.

Kansai,

NTT East Corp.
(Nippon Telegraph and
Telephone East Corp.)

- Providing regional communications
service in Eastern Japan (Hokkaido,
Tohoku, Kanto, Tokyo and Shin'etsu)

- Being obliged to provide universal
service of telephony in Eastern Japan



Current situation surrounding the

telecommunications business
1. Chanaes in the total number of telecommunications carriers
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2.

Market Scale

Results for 2002

? The amount invested in equipment for all industries decreased 7.5% in 2002 from the
same time the previous year, and the amount invested in equipment by type 1 carriers
was 2.4917 trillion yen (a reduction of 16.9% from the previous year).

? Although a reduction was seen in equipment investment by NTT East and West and
regional NCC, there was an increase in equipment investment by satellite operators
(111.1% increase on previous year), long-distance and international (4.6% increase on
previous year).

? Based on the IRU, installed transmission route equipment grew by approximately
110,000 kilometers and IRU-contract based expenditure was 22 billion yen.

2003 Year Plan

? While the planned investment equipment total for all industries in 2003 has decreased
by 8.7% from the previous year, the planned investment in equipment in type 1
carriers is expected to grow by 6.2% to 2.6462 trillion yen.

? Type 1 carriers are in second place among all industries, with 7.6% of all planned
investment in equipment (34.6068 trillion yen).

? Based on the IRU, installed transmission route equipment will grow by approximately
200,000 kilometers and IRU-contract based expenditure will be 30.5 billion yen.

2003 equipment investment plan

3.00+ 2.8 Equipment investment plan for all

industries in 2003
2.6 2
. 34.6068 billion yen

(8.7% decrease)

2.00H

1.00H

0.00

@f :
& X ¢ ¥

N

<

,@é&@

(Note) 1. Figures in()is the growth(%)compared to the previous year.
2. For other industries, see Cabinet report “Corporate trends survey report” (March
2003).
3. The equipment investment figures are shown rounded up.



3. Market scale of the mobile telecommunications business

Sales in the mobile telecommunications industry in 2002 increased to 9.4 trillion yen from 9.2 trillion yen
in 2001 (an increase of 2.3% compared to the same period in the previous year).
DoCoMo group - approximately 5.7 trillion yen(increase of 3.9%), mobile telephone NCC — approximately
3.4 trillion yen (increase of 0.4%), PHS — approximately 230 billion yen(decrease of7.6%)
Sales in the mobile telecommunications industry in 2003 are expected to break through the 9.5 billion

yen.
100 million yen
100,000
FTEEEEEESEESEEEEEEEEEEE- N
'8 DoCoMo
90,000 0 Mobile telephones (NCC) !
EI:IWireIess calls (NCC) ' 80,771
80,000~ @PHS ;
E. Others : 68,377
70,000 | T TTToTTotorototmy
59,821
60,000
52,775
50,000+
40,000
30,000+
20,000
10,000 '
| }
FY95 FY96 FY97 FY98 FY99 FY0O0 FYo1l FY02 FY 2003
(planned)
Unit 100 million yen
FY 2003
FY 1995|FY 1996 |FY 1997 |FY 1998|FY 1999 |FY 2000|FY 2001|FY 2002 (planned)
DoCoMo 12,727| 20,339 27,552] 32,597| 39,274 49,239 54,982 57,103 | 58,090
xl"é"c";te'eph‘)"es 8,378 14,375 17,447 21,197 25392 28,490 34,073 34,199 | 35307
Wireless calls (NCC) 1,248/ 1,268 1,068 587 255 43 27 29 30
PHS 1,382 4,585 6,665 5401 3,417 2956 2,489 2,301 | 2,320
Others 53 57 43 39 39 43 42 42 43
Total 23,788 40,624 52,775 59,821| 68,377 80,771] 91,613 93,674 | 95,790
(Increase rate comparedto | 1 o (708)  (20.9) (134) (143 (@81 (@134) (22| (23
previous year (%))

(Note) Sales base(Telecommunications operator revenue + related business revenue).
From December 1998, DoCoMo figures include PHS.
NCC:New Common Carrier(carriers newly entering market)



4. Mobile telecommunications equipment investment

Investment in equipment investment in 2002 was approximately 1.31 trillion
yen reduction of 22.7% from previous years
In 2003, there was a slight rise to 1.35 trillion yen up 2.5% from the previous year).

100 million yen

_r+ @DoCoMo ;
20,000 . . '
O Mobile telephones (NCC) :
O Wireless calls (NCC) '
OPHS .
15,000
10,000
5,000~
o/ \ \ \ \ \ \ \ .
FY95 FY96 FY97 FYo8 FY99 FY00 FYO1 FY02 FY 2003
(planned)
Unit 100 million yen
FY 2003
FY 1995|FY 1996|FY 1997 |FY 1998|FY 1999|FY 2000|FY 2001|FY 2002 | . o
DoCoMo 4215 7,336 7,293 8458 8,760 10,128 10,373 8,532 8,165
('\:'\l‘g"c'?te'eph°"es 3,180 5,828 4,986 6,334 6317 7,138 6,306 4,449 | 5,107
\Wireless calls (NCC) 534 481 219 54 27 3 21 2 1
PHS 2,157 2,205 2,270] 955 536 840 281 143 178
Others 13 95 23 2 1 4 8 5 9
Total 10,099 15,945 14,791 15803 15641 18113 16,987 13,131 | 13,460
(Increase rate comparedto | gg 6y (57.9) (-7.2)  (6.8] (-1.0) (15.8) (-6.2) (-22.7)| (2.5)

previous year (%))

(Note) DoCoMo includes equipment investment in wireless call companies.
From December 1998, DoCoMo figures include PHS.



5. Number of mobile telecommunications company employees

The number of employees at the end of 2002 was approximately 20,000 (3.5%
decrease from the previous year)
In 2003, a slight increase was seen (0.4% increase from the previous year)

O Total (Increase rate compared to previous year (%))
O DoCoMo

O Mobile telephones (NCC)

O Wireless calls (NCC)

O PHS

B Others
20000

15000~

FY95 FY96 FY97 FY98 FY99 FYO0O FYO1 FYO02 FY 2003

(planned)

Unit people
FY 2003
FY 1995|FY 1996 |FY 1997|FY 1998|FY 1999 |FY 2000| FY 2001 FY 2002| oo
DoCoMo 6,323 7,014 7,692 9404 10,098 11,034 11,745 11,718 [ 12,120
('\:'\l‘g"c")* telephones 5,025 5780 5568 5854 6,335 6,902 7,520 6,914 | 6,706
Wireless calls (NCC) 1363 1,406 1,200 713 330 86 79 88 56
PHS 3,103 3975 3589 2115 1,361 1681 1,249 1,187 | 1,001
Others 178 193 89 72 41 95 74 28 32
Total 15,992 18,368 18,138 18,158 18,165 19,798 20,667 19,935 | 20,005

(Incrgase rate compared to (22.7) (14.9) (-1.3) (0.1) (0.0 (9.0) (4.4) (-3.5) (0.4)
previous year (%))

(Note) DoCoMo includes number of employees working for DoCoMo wireless call companies
From 1998, this includes the number of employees working for PHS companies.

10



6. Shares of NTT and NCC
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7. Current Status of Rate Reductions

(1) Long-distance call (Tokyo-Osaka)

3 minutes, daytime, weekdays

450
400 -
350 t T~
300 | T~
250 | Tl
200 |- E{AOO A 80 96% \\~\\\\
150 | el
100 F T~
0| ¥80
0 S
July 21, 1983 Mar. 1, 2001~ Mar. 1, 2001~ July 15~ Dec. 1, 2000~
NTT NTT-C, JT TTNet HEISEI DEN C&WIDC,
KDDI DEN Jan., 2002~
April 1, 2001~ MEDIA
Fusion
(2) Local call
3 minutes, daytime, weekdays
15
NTT East and
West, KDDI,
TTNet NTT Eastyo TG ¥8:5
y as TTNet, QTNet .
QTNet ¥9 TTNet ¥8.7 ¥8?1 MEDIA ¥8.2
10 - p—1 - ____ ’ HEISEI DEN DEN
----------- . ¥7.5
¥10
9 ¥9 ¥8.5
5 A 25%
¥8.7| 4159 |¥8.4
0
Nov. 17, 1976~ Jan.7, 1998~ TTNet Jan. 10, 2001~ May 1, 2001~ MEDIA Jan. 30, 2002~
NTT April 1, 1999~ QTNet HEISEI DEN DEN

Feb. 1, 2002~
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(3) International call (Japan-U.S.A)

3 minutes, daytime, weekdays

2000
MCIWCJ: ¥150 (Dec. 1, 1998)
JT ¥180: (Oct. 1, 1999)
C&W IDC: ¥180 (Oct. 5, 1999)
1500 *~ KDDI: ¥180 (Nov. 1, 1999)
\ TTNet: ¥132 (Nov. 1, 1999)
A DTJ: ¥75 (Dec.10, 2000)
\\ NTT-COM: ¥160 (April 3, 2000)
1000 - KDD: ¥450 (Nov. 23, 1996) Fusion: ¥45 (Sept. 1, 2001)
JY; ¥440 (Dec. 20, 1996) MEDIA: ¥45 (Jan. 30, 2002)
C&"\(\\/: IDC ¥440 (Dec. 20, 1996) HEISEI DEN DEN: ¥45
\\\ 490 96% (Feb. 1, 2002)
500 -
0
April 1, 1985 ~ November, 1996 ~ December, 1998 ~
KDDI

(4) Cellular phone (800MHz digital system)
Call rate (cellular phone - fixed phone, intra-prefectural)

20000 —Basic fee 400
15000 [
300
L A 75%
10000 A 73%
AN 200
S
\
\\\
5000 | \
\
100
300
1 ¥70
0
NTT DoCoMo, J-Phone, NTT DoCoMo, NTT DoCoMo and nine
Mar. 25, 1993~ June 1, 1999~ Mar. 25, 1993~ other companies,
Dec. 1, 2000~
Note: On March 25, 1993, the "800MHz digital cellular phone service" started.

NTT DoCoMo reduced the basic charge to 4,500 yen (including a free call allowance
worth 200) in June 2000.
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Internet

Total Internet user population and Internet diffusion rate
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Changes in the total number of subscribers to high-speed and

ultra-high-speed Internet services
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Broadband Fees by communications Speed (Costs per 100 kbps of

data transmission)
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The world’s top ten services in terms of broadband charges (OECD)
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5. Deployment of fiber-optic networks

(1) Current status in terms of cable length used
(As of the end of FY2002; unit: 1,000km)

Item Cable length Fiber-optic cable
Backbone networks 320 298
Access networks 1,567 493
Total 1,887 791

(2) Changes in ratio of fiber-optic cables to all cables (cable length)

(Unit: %)

End of
. FY91 | FY92 | FY93 | FY94 | FY95 | FY96 | FY97 | FY98 | FY99 | FYOO | FYO1 | FY02 | FYO03
Fiscal Year
Backbone

36.4| 42.1| 48.0| 554 | 60.3| 65.8| 70.9| 78.1| 86.0| 89.4| 90.6 | 91.9 | 93.3
networks
A
ceess 2.3 2.9 3.8 4.7 6.4 9.7 13.2| 15.2| 17.7| 189 | 20.7| 26.9| 31.5
networks
Total 86| 10.1( 124 | 15.1 | 17.3| 21.4| 25.1| 27.7| 326 | 31.4| 325| 38.1 | 41.9

Note: Since the end of FY2000, the total length of the International cables has been deducted
from the total length of the relay carriers’ cables.

(3) Trends in actual investment in fiber-optic networks

(Unit: 1 billion yen)

End of

. FY98 FY99 FYO00 FYO1l FY02 FYO03
Fiscal Year
Backbone

2,276 2,905 2,033 1,956 2,022 1,300

networks
A

ceess 2,286 2,600 1,944 2152 2,887 3,694
networks
Total 4,562 5,505 3,977 4,108 4,909 4,995
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(4)

Target of fiber optic Infrastructure

100% v
Coverage (target) :'g
. H
Make efforts to complete nationwide fiber-optic
access networks by FY2005"_ . ..
ggzl;;y Measures for Economic Rebirth: November .. Efforts made to
& complete the network
fEEEEEEEER ’ From 2001: : '. aS early a.S 2005
80 . Establishment of the IT Strategy ol

~

N
1)
h.

Headquarters

Enforcement of the Basic Law on
Information Technology (IT Basic Law)

Reorganization

From 1995:

Special Financing System for the
Development of the Optical Subscriber

Loop System

August 1994:

Set up Advanced Information and
Telecommunications Society

Promotion Headauarters

From 1991:

Provisional Measures Law
for Telecommunications

Infrastructure

Actual

result

N\

Initial plan
(Telecommunications Council
Report of May 1994)

1994

FY 1994 1995 1996 1997 1998 1999 2000 2001 2002 2002
Coverage | abt. 10% abt. 13% | abt. 16% abt. 19% | abt. 27% | abt. 36% abt. 43% abt. 59% | abt. 72% abt. 80%
N T
g H | | ! g
2000 [R002][2003] 2005 <—— 2010
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6.

20

Major support systems for fiber-optic networks and broadband access

networks

(Financing Systems)

No/low interest financing by the Development Bank

Based on social capital establishment
law

of Japan for perators introducing broadband access
networks such as fiber optic/DSL, etc.
(No interest for public corporation, low interest for

private corporation)

No-interest loan
(NTT-C / the Third Sector)

Low-interest loan
(NTT-C'/ Private Sector)

Subscriber-based fiber networks
and broadband subscriber special
finance adjustment system

In terms of the NTT-C finance implemented as a fund
to assist subscriber-based fiber networks and
broadband subscriber networks, a maximum of 2%
interest assistance will be given by the National
Institute of Information and Communications

( Tax benefit incentives )

Special redemption
for corporate tax

Decrease of the
tax standard for
fixed assets tax

Guarantee of
liabilities

Technology (NiCT) with a lower threshold of 2.0%

interest over 5 years from year of investment (1.6%
for disadvantaged regions) and 2.5% from the 6th
year(2.1% from same).

Operators introducing broadband access networks such as fiber
potic/DSL, etc. can apply for a special 6%o0r15% redemption for
corporate tax.(From 2003 April) *Until end of March 2003 6 18%.

Operators introducing broadband access networks such as fiber
optic/DSL, etc. can decrease the tax standard for fixed assets tax by
20-25%.(From 2003 April) Until end of March 2003 existing
institution remains.

NiCT guarantees the debt liabilities of operators introducing broadband
access networks such as fiber potic/DSL, etc.

To receive the following support, applicants should obtain authorization
of deployment plans from MPHPT in line with the Provisional Measures
Law for Telecommunications Infrastructure Improvement.




IV. Mobile communications

1.

8,000

7,000

6,000

5,000

4,000

3,000

2,000

1,000

Deposit ¥200,000—» ¥100,000 » Abolished

Subscription fee ¥80,000 —»¥72,000 » ¥45,800——p ¥21,000 - ¥9,000 - ¥6,000 - Free

Monthly basic

charge

Call charge
(3 minutes)

Mobile contracts in December 2003 -
) ) ) 79.787 million subscribers
Status of diffusion of mobile phones PHS contracts in December 20 —

5.224 million subscribers.

As of the end of Dec. 2002: 79.089 million subscribers
Cellular phones: 73.514 million As of the end of Aug. 2002: 77.267 million subscribers
PHS: 5.6 million Cellular phones: 71.622 million >

As of the end of Mar. 2002: 73.211 million subscribers ~PHS: 5.645 million
Cellular phones: 69.121 million
PHS: 5.7 million

Mar. 31, 2000: 63.883 million subscribers
Cellular phones: 60.942 million
PHS: 5.842 million

Revised forecast for mobile telephone market

] __Xear2000____1____} Year2010 ____| _____
Forecast in April 1996 25.0~32.5 million -
!
Forecast in February 1997 42.8~47.3 million 59.9~66.2 million
!
Forecast in Sept. 1999 6.2~6.7 million 7.5~10.0 million

_________________________ Source: Telecommunications Technology Council Report . _

July 95: Market entry of PHS carriers

in each regional block (market entry of
digital mobile carriers) and COAM system

July 93: NTT DoCoMo split into 9 companies

July 92: NTT separated mobile communications service

December 88: NCCs' entry

——————————————— _Anrilgs | ___]
December 79: Telecom Reform
NTT started service
24
4

80 81 82 83 84 8 8 87 8 89 90 91 92 93 94 95 96 97 98 99 00 01 02 02 02

¥30,000—» ¥18,000——» ¥15,000———» ¥9,500—% ¥8,400 —»¥6,600 —¥»Abolished
(Analog)
(800MHz, digital) ¥8,800 ———————p  ¥6,800 —p¥4,900 —p¥4,500

¥280 » %260 P ¥230-,¥200 - ¥150 - ¥ Abolished
(Analog)
(800MHz, digital) ¥260 ———————— ¥200 - ¥180 - ¥110 - ¥80 - ¥70 (Dec. 2000)

Note: Figures are cellular phone rates of NTT DoCoMo (standard plan rate for 3 minutes during daytime hours on weekdays [when the person

receiving the call is using a standard telephone within the central business zone of NTT DoCoMo]).
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V. Introduction of new wireless systems

The third-generation mobile communications system (IMT-2000)

IMT-2000: International Mobile Telecommunications - 2000

Characteristics
» Realization of an internationally unified system - Global service that can be used
worldwide
» High transmission speed about 200 times faster than that of existing mobile telephones
(capable of transmitting simple, moving images)
» Capable of providing a voice-communications service whose quality is as good as that of
the fixed telephone network.

Schedule for launching services
NTT DoCoMo Group In May 2001, this group launched the third-generation mobile
communications  service on an experimental basis.
(Japanese/European system)
In October 2001, this group launched the full-fledged service.
Vodafone This group launched the experimental service in June 2002.
(Japanese/European System)
In December 2002, this group launched the full-fledged service.
KDDI Group This group launched the service in April 2002. (North American
system)
Starts service October 2003 (2GHz band, EV-DO system)
Starts service November 2003 (800 MHz band, EV-DO system)

The number of subscribers for the 3G mobile communications system (IMT-2000)
Approx. 17.7 (as of April 2004)

Changes in the mobile communications system

The first-generation mobile telephone (analogue system)

This system was launched in 1979, using the frequency band of 800MHz. Voice communications service
only.

The second-generation mobile telephone (digital system)
This system was launched in 1993, using the frequency bands of 800MHz and 1.5GHz.
Voice-communications and low-speed data transmission services (transmission speed of 9.6 — 64 kbps)

PHS (Personal Handy Phone System)
This system was launched in 1995, using the frequency band of 1.9 GHz. Voice-communications and
low-speed data transmission services (transmission speed of 32 — 128 kbps)

2Mbps (384kbps immediately after this system was introduced) -

Indoor applications Base station 384 kbps - moving images
Fixed network |
I A
— ) Fixed/mobile | Switching Other IP network |
Multimedia devices p___network center Other mobile network |
Indoor equipment 64 kbps

d % 384Kkbps

PDA

Multimedia devices

mobile
device QX

64,128,144kbps
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2. Wireless access system

Recently, there has been a dramatic increase in demand for Internet access using wireless
systems from access points installed in public spaces such as coffee shops and stations etc.
and connecting to the Internet between the office and the home by directly accessing the

carrier’s switch.

Frequency bands

Maximum
transmission speed

Transmission distance

Institutionalization

Number of
companies entered

24GHz | P-P ' | Around 10Mbps * Around 5km * 1999.10
1 3 (Expansion of the _
band P-MP Around 2 Mbps Around 300m frequency-band)
5 GHz band Around 54 Mbps Around 300m - 3km 2002.9 5
5.2GHz band Around 54Mbps Around 200m 2000.3 -
indoors only
18 GHz band ° Around 156 Mbps Around 10km 2003.10
22/26/38 GHz band Around 156 Mbps Around 4km 1998.12 8 *
26/38 GHz band Around 10 Mbps Around (radius) 1km ' 6 *
25/27 GHz band Around 100 Mbps Around 100m 2002.2 e
Notes:
1. P-P: A system used when one radio station communicates with another radio subscriber station.
P-MP: A system used when one base station communicates with more than one subscriber station.

2. The most widely-used system (IEEE 802.11b)

The revision of the current regulation in February 2002 enabled higher-speed telecommunications of
more than 20 Mbps.

3. Because this frequency band is used for other purposes as well, the transmission distance is greatly
affected by the surrounding environment. (High-directional antenna capable of extending transmission
distance three-fold will be introduced by the revision of the current regulation in February 2002.)

4. Some companies use both systems. As a result, the number of the companies in this market totaled 11.

5. Licensed bodies are regional public bodies with telecommunications businesses or telecommunications
carriers that have been entrusted by regional public bodies.

P-MP communications system

[ [m]
", Base statio
Fiber optics "
N S
communications
system
Subscriber
Subscriber
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VI. Status of diffusion of major radio stations

1. Transition of the Number of Cellular Phones
(Unit: 1,000 terminals)

85,000

80,000 —

75,000 —

70,000

ONCC's Digital phone

BENTT DoCoMo's Digital phone
GONTT DoCoMo's Analog phone

ONCC's Analog phone

69,121

65,000

60,000

60,942

55,000

50,000

51,139

45,000

40,000

41,530

35,000

30,000

25,000

20,000

15,000

10,000

5,000

0

FY89  FY90

FY92

FY93

FY94

FY95

FY96 FY97 FY98 FY99 FYO0 FYO01  FY02

2. Transition of the Number of PHS Subscribers

(Unit: 1,000 terminals)

FY03

8,000

7,000

6,858

7,017 6,994
6.727

6,030

6,000

5,000

4,939

3,961

4,000

3,000

2,822

2,000

1,000
133

1,508

5,778 5 707 5,842 5.698
5,462

5,135

FY87 FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FYO0 FYO01 FY02 FYO03
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3. Transition of the Number of Radio Pagers Subscribers

12,000

10,000

8,000

6,000

4,000

2,000

(Unit: 1,000 subscribers)

ONTT DoCoMo

BNCC

10,611

FY88 FY89 FY90 FY91 FY92 FY93 FY94 FY95 FY96 FY97 FY98 FY99 FYO0 FYO1l FY02 FYO3

4. Transition of the Number of VSAT Earth Stations (Jurisdiction of Satellite
Communications Section, Fixed Radiocommunications Division)

(Unit: Number of VSAT Earth Stations)

16,000

14,000

12,000

10,000

8,000

6,000

4,000

2,000

16,058

8,024

5,611

6,931

8,588 8,876

9,045 9182

Mar. 92 Mar. 93 Mar. 94 Mar. 95 Mar. 96 Mar. 97 Mar. 98 Mar. 99 Mar. 00 Mar. 01 Mar. 02 Mar. 03 Mar. 04
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Reference |. Status of Diffusion of Cable Television

The number of cable television subscribers for approved facilities performing independent broadcasting in 2003 was
16.54 million subscribers, an increase of 1.4 million from the end of the previous year.

Further, in terms of subscribing households, there was an increase of 2.5 points from the previous year to 33.6%,
reaching a third of all households nationwide.

Transition of the number of subscriber households of cable television of the institutions that are

Households allowed to perform independent broadcasting, and diffusion rate of cable television
(in 10,000)

1800
1600
1400
1200
1000
800
600
400
200

Diffusion rate

1514

789

NN

N

FY1998 (18.1%) FY1999 (19.5%) FY2000 (10.7%) FY2001 (24.5%) FY2002 (16.5%) FY2003 (9.2%)

1 the figures in the parenthesis are the rate of year-to-year increase in the total number of subscriber households. However, the rate of
June of FY2003 is the increase rate compared with the end of FY2000, and the rate of September of FY2003 is the increase rate
compared with June of FY2003.

2 The diffusion rate is calculated from the number of households in the residents’ basic register as of the end of each fiscal year (the
number of households as of the end of FY2002 is used for the rate of FY2003.

Transition of the number of the institutions and telecommunications carriers
that are allowed to perform independent broadcasting

[Facilities]

Fy19%8 FY199 FY2000 Fr2001 Fy2002 Fr2003

Transition of the number of approved facilities performing independent broadcasting

[Companies]

FY198 FY1o® P20 FranL Fram Fram3
The number of telecommunication carriers up to FY1999 is the total of the figures collected by each Telecommunications Bureau.
Note: The institutions that have obtained the business permit include those having the equipment for which the institutions have received the
registration of the Law Concerning Broadcast on Telecommunications Services and the broadcasting method equivalent to that of the
institutions that have obtained the business permit according to the Cable Television Broadcasting Law.
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1. Number of cable television subscriber households

The number of subscriber households increased by 5.8% from the previous year to 24.68
million households.

Sections 2002 2003 Number increased Rate of increase
Cable television as a whole 23,332,218 24,683,928 1,351,710 5.8%
Approved facilities 15,138,168 16,538,072 1,399,904 9.2%
Those conducting
independent Notifying facilites 27,763 25,463 -2,300 -8.3%
broadcasting
Subtotal 15,165,931 16,563,535 1,397,604 9.2%
Approved facilities 2,044,024 2,007,516 -36,508 -1.8%
ifyi ili 5,359,759 5,352,509 -7,250 -0.1%
Those just Notifying facilites o
retransmitting Small-scale 762,504 760,368 -2,136 -0.3%
facilities
Subtotal 8,166,287 8,120,393 -45,894 -0.6%

Households (in 1,000)

Note: Sections are as follows
Approved facilities 501 terminals or more
Notifying facilities From 51-500 terminals
Small-scale terminals Less than 50 terminals

Transition of the number of subscriber householders by
independent broadcasting media or retransmission

O Facilities to perform only retransmission
O Facilities to perform independent broadcasting

—TUv

2000F
1600F
1200F

800F

400F

Households (in 1,000)

2,400

2,000 f
1,600 f
1,200 f
800 |
400 f
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FY1999 FY2000 FY2001 FY2002 FY2003
o Transition of the number of subscriber
Approved facilities .
- " householders by scale size
O Notifying facilites
B Small-scale facilities
1,510 L8 Lez
517 540 539 538
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FY1999 FY2000 FY2001 FY2002 FY2003



2. Number of cable television facilities and operators

(1) Number of facilities
There were approximately 74,000 facilities, an increase of 0.1% from the previous year.
Sections 2002 2003 _Number Rate of increase
increased
Cable television as a whole 74,280 74,380 100 0.1%
A faciliti 674 732 58 8.6%
Those conducting pproved facilties i
independent | Notifying facilites 285 250 -35 -12.3%
broadcasting Subtotal 959 982 23 2.4%
IApproved facilities 1,196 1,165 -31 -2.6%
ifyi ili 37,889 37,891 2 0.0%
Those just Notifying facilites o
retransmitting | Small-scale 34,236 34,342 106 0.3%
facilities
Subtotal 73,321 73,398 77 0.1%

Note: Sections are as follows
Approved facilities 501 terminals or more
Notifying facilities From 51-500 terminals
Small-scale terminals Less than 50 terminals

(2) Number of operators
There were approximately 43,000 operators, a reduction of 5.5% from the previous year.
Sections 2002 2003 _Number Rate of increase
increased
Cable television as a whole 45,203 42,738 -2,465 -5.5%
A faciliti 528 571 43 8.1%
Those conducting pproved facilities °
independent | Notifying facilites 140 133 -7 -5.0%
broadcastin
g Subtotal 668 704 36 5.4%
IApproved facilities 567 560 -7 -1.2%
ifyi ili 20,201 18,806 -1,395 -6.9%
Those just Notifying facilites o
retransmitting | Small-scale 23,767 22,668 -1,099 -4.6%
facilities
Subtotal 44,535 42,034 -2,501 -5.6%

Reference

Cable Television
(End of 2003

Independent broadcasters
(704 operators, 16.56M households)

Retransmit only broadcasters
(42,034 operators, 8.12M households

Approved facilities
(571 operators, 16.54M households)

Notifying facilities

(133 operators, 30,000 households))

Approved facilities

(560 operators, 2.01M households

Notifying facilities
(18,806 operators, 5.35M households)

Small-scale facilities
(22,668 operators, 7.6M households)
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3. State of penetration of cable Internet connection services

(1) Transition of the number of operators operating Internet connection services using
CATV networks

Unit companies

350

307

300

250

200

150

100

50

FY1998 FY1999 FY2000 FY2001 FY2002 FY2003

Note This includes CATV companies providing lines as dedicated services to Internet connection operators
(2) Transition of the number of users of Internet connection services using CATV
networks

Unit Companies
300

257.8

250

200

150

100

50

FY1998 FY1999 FY2000 FY2001 FY2002 FY2003

Notel: Partially includes subcribers of dial-up connection services
Note 2: Includes number of lines where CATV operators are Internet connection operators providing
lines as dedicated services.

30



Reference Il.

Current Status of Broadcasting Business in

1. Operating Status of Broadcasters
FYo4 | FY95 | FY9 | FY97 [ FY98 | FY99 | FY00 pec. pec. Mar. pec. Apr.
2001 2002 2003 2003 2004
AM broadcasters 48 48 48 48 48 48 48 48 - 48 - 48
Shortwave 2 2 2 2 2 2 2 B ) 2 ) 2
broadcasters
FM broadcasters 46 49 51 51 52 53 55 - - 55 - 55
FM sound multiplex 1 1 0 : B 0 B 0
broadcasters
FM teletext multiplex a7 40 40 40 n a4 B ) a4 ) a4
broadcasters
Community 16 30 68 93 118 | 128 139 150 159 163 - 167
broadcasters
FM teletext multiplex
broadcasts by community 3 3 1 1 1 1 - 1
broadcasters
TV broadcasters 123 125 128 128 129 129 129 - - 129 - 129
TV sound multiplex 119 122 126 68 28 28 28 - - 23 - 13
broadcasters
TV teletext multiplex 25 24 25 24 23 21 19 B ) 13 ) 6
broadcasters
TV data multiplex 2 13 16 17 18 B ) 18 ) 6
broadcasters
TV teIete)l(t multiplex and TV 16 16 15 15 B ) 2 ) 0
data multiplex broadcasters
S EEE 1Y 2 2 2 2 2 2 2 2 2 2 2 2
broadcasters
BS analog sound multiplex 3 3 3 2 2 2 2 2 2 2 2 2
broadcasters
BS analog data multiplex 1 1 1 1 1 1 1 1 1 1 1 1
broadcasters
BS digital TV
1 1
broadcasters ® ® 1(®) 1®) 1®) 1®)
BS digital radio
1(1 1(1
broadcasters (10) (10) [ 1(10) | 1(10) | 1(10) | 1(10)
BS digital data
P - 1(9) 1(9) 1(9) 1(9) 1(9) 1(9)
CS digital TV broadcasters (using a satelite
that does not orbit above 110 degrees of east 1(56) 2(71) | 2(115)( 2(120) | 1(113)| 1(111)| 1(105) | 1(102) 1(99) | 1(102)
longitude)
CS digital radio
broadcasters 1(6) 2(8) 2(11) 2(11) 2(8) 2(6) 2(6) 2(6) 2(6) 2(5)
CS digital data
S -, 1(1) 2(2) 2(4) 2(4) 2(2) 2(3) 2(3) 2(3) 2(3) 2(3)
CS digital TV broadcasters using a
satellte that orbits above 110 degrees 2(15) 2(15) 2(15) 2(15) 2(15) 2(15)
of east longitude
CS digital FM broadcasters using a
satellte that orbits above 110 degrees 1(1) 1(1) 1(1) 1(1) 1(1) 1(1)
of east longitude
CS digital data broadcasters using a
satellite that orbits above 110 degrees 2(8) 2(8) 2(8) 2(8) 2(8) 2(8)
of east longitude
CS analog TV
broadcasters 2(10) 2(13) 2(13) 2(13) 0(0) 0(0) 0(0) 0(0) 0(0) 0(0) 0(0) 0(0)
CS-PCM sound multiplex
1 1(2 1(1 1(1 1(1 1(1 1(1 1(1
b oadesiers @ @ w| w| w| W W | W ] W] WO
Notes

1. Numbers of broadcasters include NHK, the University of the Air and other broadcasters.
2. Figures in parenthesis are the numbers of program supplying broadcasters who entrust broadcasting to
facility supplying broadcasters (broadcast station licensees) and broadcasters on telecommunications

services.
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2. Diffusion of Terrestrial Broadcasting

Commercial broadcasters NHK

Available nationwide. Four to six broadcast One general and one education
TV Broadcasting channels are viewable in approx. 90% of channel are broadcast nationwide.
total household.

. Available nationwide. In major areas, two to | Radio 1 and Radio 2 are broadcast
AM Broadcasting

four channels are broadcast. nationwide.
Available almost nationwide. In major areas, | One channel is broadcast
two channels are broadcast. In addition, nationwide.

R BT S foreign language broadcasting and

community broadcasting are conducted.

Short Wave One channel is broadcast nationwide. (Overseas broadcasting is
Broadcasting conducted.)

Note: In addition to the above, the University of the Air Foundation broadcasts one TV and one FM channel,
targeting a major part of the Kanto Region as its coverage area.

The number of contracts with NHK satelite broadcasting

. Th ber of tracts with WOWOW INC.
3. Current Status of DBS in Japan & umber ot contiacts W

(1) Transition in receiving households

Transition of the number of household receivers
Unit: 10,000 households

1400
—&— The number of contracts with NHK satelite broadcasting
—— The number of contracts with WOWOW INC.
1191 1204
1200
1000
800
600 585
539
500
445
400 380
200
0
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(2) DBS via Communication Satellites

1) Transition of receiver's contract

(Unit: 1000 cases)

FY97 FY98 FY99 FY0O0 FYO1l FY02 FYO03 FY04
C_S TV 631 1,373 2,248 2,618 3,042 3,383 3,497 3,658
(Digital)
Note: Including East-longitudinal CS digital broadcasting from August 2004.
2) Numbers of licensees and channels by type of broadcasting
(i) BS analog broadcasting
. . . Number of
Satellite Type of broadcasting Licensees
channels
- High-definition TV - NHK 1
broadcasting
- Standard definition TV - NHK and 1 commercial 3
broadcasting broadcaster
BSAT (BSAT-1a) - Standard definition TV | - Commercial 2
sound multiplex broadcasters
broadcasting
- Standard definition TV - 1 commercial 1
data broadcasting broadcaster
(i) BS digital broadcasting
. . . Number of
Satellite Type of broadcasting Licensees
channels
- High-definition TV - NHK and 6 commercial 7
broadcasting broadcasters
- Standard definition TV - NHK (simulcast) and 7 21
broadcasting commercial
broadcasters
BSAT (BSAT-2a) - FM broadcasting - 10 commercial 23
broadcasters (including
1 simul-broadcaster)
- Data broadcasting - 9 commercial 9
broadcasters (including
1 simul-broadcaster)
(iii) Analog broadcasting
Satellite Type of broadcasting Number of Number of
licensees channels
PCM sound broadcasting 1 17
ST (RESAT, Data broadcasting 1 2

Notes: One broadcaster of JCSAT-2 data broadcasting also operates PCM sound broadcasting.
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(iv) CS digital broadcasting (using a satellite that does not orbit above 110 degrees of east

longitude)

Broadcasting Satellite Type of broadcasting N_umber o el Ef
licensees channels

Standard definition TV broadcasting 58 110

JSAT (JCSAT-3) FM broadcasting 4! 103

Data broadcasting 2?2 23

Standard definition TV broadcasting 52 73

ST (HESAITA) Data broadcasting 1° 16

FM broadcasting 1 419

S (SUFEREIRR-C) Data broadcasting 18 2

Notes:

1. Three broadcasters of JCSAT-3 radio broadcasting also operate standard definition TV

broadcasting.

2. All data broadcasters also operate standard definition TV broadcasting.
3. All data broadcasters also operate FM broadcasting.

(v) CS digital broadcasting using a satellite that orbits above 110 degrees of east

longitude
Broadcasting Satellite Type of broadcasting l}lig;t;eere(;f '\::l;r;?r?élgf
- High-definition TV broadcasting 1! 2
- Standard TV broadcasting 7 23
S (Nl - FM broadcasting 1° 20
- Data broadcasting 6 ° 8
- Standard TV broadcasting 8 38
SR (NEAIHIAD) - Data broadcasting 2 ° 2

Notes:

1. High-definition TV broadcasting is operated only when the standard TV broadcasting is not
operated. The high-definition TV broadcaster is also one of the standard TV broadcasters.

2. The FM broadcaster is also one of the standard TV broadcasters.
3. Three of the data broadcasters are also among the standard TV broadcasters.
4

. Two of the data broadcasters are also among the standard TV broadcasters.
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