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Building a Platform for New Services

Expanding of Fiber-optic Broadband
For fiber-optic access services, NTT Group saw the number of sub-
scriptions reach 11.13 million as of March 31, 2009, after recording
net increases of more than 2 million subscriptions for three consecu-
tive years. This mainly reflects the expansion of service areas aimed
at making fiber-optic access services available to roughly 90% of
Japanese households as well as aggressive marketing, improvements
in support services and expansion of the upper layer services cen-
tered on video distribution.

In March 2008, NTT Group began offering commercial Next-
Generation Network (NGN) services such as the fiber-optic

(NGN service area) <image>
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March 31, 2009

Service available to approx. 60%
of households and businesses in
existing FLET'S Hikari service areas

March 2008

Commercial NGN
service launched

broadband service “FLET'S Hikari Next.” Expansion of NGN service
areas is proceeding on schedule. As of March 31, 2009, NGN ser-
vices had expanded to approximately 60% of the existing “FLET'S
Hikari” service area.

Looking ahead, we expect to expand NGN service areas to
approximately 90% of the existing “FLET'S Hikari” service area by
March 31, 2010, and to all of this area by March 31, 2011.

For multi-unit residence customers, NTT Group will continue to
promote the expansion of NGN and fiber-optic access services through
an optical wiring system within multi-unit residences that uses fiber-
optic cables to connect directly to every residence in buildings.

March 31, 2011

March 31, 2010

existing FLET'S Hikari service areas

Service available to approx. 90%
of households and businesses in
existing FLET'S Hikari service areas

I Service will be available to all
- -
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Driving Mobile Broadband

Services With LTE

In parallel, the development of increasingly sophisticated and diverse
mobile broadband services is currently under way.

NTT DOCOMO is engaged in the development of Long Term Evolu-
tion (LTE), a standard that will drive significant evolution in current 3G
mobile communications standards such as FOMA. LTE anticipates
customer demands for using large-volume content such as video in a
stress-free environment, along with a projected surge in communica-
tions traffic as more and more customers choose fixed billing plans.

LTE was promoted as “Super 3G"” by NTT DOCOMO in the
course of international standardization activities. The standard
substantially reduces communications delays, while improving band-
width usage efficiency and enabling high-speed communications
(downlink speed of up to approx. 300 Mbps).

LTE is planned for deployment from 2010. Services will be
provided after a high-speed, minimal delay, large-capacity net-
work is built at low cost and with high efficiency. Through this
ultra-high-speed mobile communications infrastructure, it is
anticipated to develop new styles of communication and busi-
ness environments.

1.8 NIPPON TELEGRAPH AND TELEPHONE CORPORATION

(Fiscal Year)

March 31,
March 31, 2008 | March 31, 2009 | March 31, 2010 2011~2012

Communications speed (bps)

N
1G
DL: 300M
UL: 75M*2 *3
100M
DL: 7.2/14M
UL: 5.7M*2 3
10M
DL: 3.6/7.2M
UL: 384K *2 %2
™

DL: 384K *1. Long-term Evolution. Also known as “Super 3G,”

100K UL: 384K*2 as proposed by NTT DOCOMO, or “3.9G.”

*2. DL: Downlink, UL: Uplink

*3. Transmission rates in the chart are the maxi-
mum transmission rates defined in the stan-
dard specifications.
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Delivering Next-Generation Se

New Service Development in the Fiscal Year Ended March 31, 2009

Launch period

ices

* BlackBerry® is a registered trademark of Research in Motion Limited.

NTT Group has been enhancing its lineup of services for both
businesses and the home.

For businesses, we have begun offering highly reliable services
such as “FLET'S VPN Wide,” which allows the inexpensive and easy
construction of IP-VPN that can be made available nationwide.
Business model trials for the Digital Signage system for distributing
and showing advertisements on outdoor displays have also begun.

Going forward, NTT Group plans to begin providing “Hikari
Denwa" (optical IP telephone services) services for large business
offices, as well as secured bandwidth data transmission services,
to further expand the use of services.

*With broadcasters’ consent for retransmission, after technology format is determined.

FLET'S VPN Wide Connects multiple locations in combination with FLET'S Hikari Next and other access services via IP-VPN service.  August 2008
';1 Digital Signage Uses network-connected displays and other electronic signs to publicize information in any locations, November 2008
= (electronic displays) including outdoors and at stores, public spaces, and public transportation systems. (Business model trials)
g
@ Based on the concept of realizing ICT environments that enable people to work securely and reliably,
g BizCITY anywhere and anytime, NTT began offering the first service under this brand, “BizCITY for SaaS Provider” July 2008
g for application providers. (See page 22)
BlackBerry® Internet Enables customers to easily access the Internet from a BlackBerry®* without installing dedicated servers and August 2008
Service other equipment.
Hikari TV This video distribution service for television delivers HD video to households via optical fiber cable. Retrans- m:;csoz(;og
mission of DTT and distribution of “NHK On-demand” have begun over Hikari TV. (See next page)
November 2008
L]
g Makes “FLET'S Hikari" subscribers to view digital terrestrial broadcasts and BS digital broadcasts available to “FLET'S
Q FLET'S TV Hikari" subscribers through a combination of the “FLET’S TV Transmission Service" and “SKY PerfecTV! HIKARI July 2008
g (Home Type Wide or Multi-Unit Residence Type Optical Cabling System)" provided by Opticast Inc. (See next page)
2]
§ “Hikari LINK” Series This series of home-use communications devices is linked to the “FLET'S Hikari” service. The first product in February 2009
2 this series, a digital photo frame (the “Hikari Digital Photo Frame”), has been launched. (See box below)
]
Tailored to customer preferences and lifestyles, this service delivers information at times and through
i-concier delivery methods suited to a customer’s interests and preferences. In addition, i-concier automatically November 2008
updates schedules and other data stored on mobile phones to the latest information. (See page 35)

For consumers, we have been enhancing our lineup of fiber-
optic video services through such means as the distribution of “NHK
On-demand” content through “Hikari TV" (see next page) and the
provision of “FLET'S TV." Progress was also made in delivering
fiber-optic access services using non-PC terminal devices, including
TV sets, game consoles, and digital photo frames which is the first
product in the “Hikari LINK" series (see box below).

Moving forward, NTT Group will continue to develop a diverse
range of services to fulfill customer needs. This will include providing
retransmission of satellite broadcasts over IP* as part of “Hikari TV,"
and seamless services with “Hikari TV" and mobile phones.

LINK

“Hikari LINK" Series
The “Hikari LINK" series of communications devices linked to the “FLET'S
Hikari" service has been developing by NTT Group in order to offer to cus-

l- il

“Hikari Digital Photo Frame”
(SPF-86V)

Living Room PC
“Hikari Box”

tomers an easier way to understand the benefits and uses of “FLET'S Hikari"
services, including “FLET'S Hikari Next" and “B FLET'S."

The first product in this series is the “Hikari Digital Photo Frame” introduced
in March 2009, which enables users to receive, via “FLET’S Hikari” and other
channels, e-mail with attached photos, and then display those photos as a
slide show. As the second product in the series, “Hikari Box" was
launched by NTT Group in July 2009 as an easy-to-use, convenient prod-
uct that will enable users to enjoy the Internet and other broadband
services via their televisions.
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Video Services Over Fiber-Optics Access
Services

In regard to video services, a new market centered on multichannel
broadcasting and video on demand (VOD) services have been
emerging. The total number of fiber-optic video subscriptions, com-
bining the “Hikari TV" and "“FLET'S TV" services, reached 630,000
subscriptions as of March 31, 2009.

From the latter half of the fiscal year ended March 31, 2009,
“Hikari TV" subscriptions have risen sharply to 550,000 as of March
31, 2009. By enhancing HD quality channels, expanding service
areas for the retransmission of digital terrestrial television (DTT) over
IP, and taking other actions, NTT Group will work to expand sales in
this area. The number of “FLET’S TV" subscriptions is also steadily
increasing. We will strive to expand sales by proposing television
with a fiber-optic cable link as a means of addressing Japan’s full
migration to terrestrial digital broadcasting in 2011.

Looking ahead, we will implement measures to enhance services
centered on the “Hikari TV" service. Through these and other mea-
sures, NTT Group is targeting a total of 1.4 million subscriptions for
"Hikari TV" and “FLET'S TV" combined by March 31, 2010.

NTT Group has played an active role in the development of
Japanese standards for IPTV. On March 31, 2009, these Japanese
IPTV standards were adopted as an international standard by the
International Telecommunications Union Telecommunication Stan-
dardization Sector (ITU-T).

(Subscribers)
N

Services and features of Hikari TV

TV set equipped with

Hikari TV tuner “NHK On-demand”

Karaoke service

VOD unlimited plan

Year ended March 31, 2009

*1 With broadcasters’ consent for retransmission

0.63 mllllon’ -

“Hikari TV "

This service was first offered by NTT Plala Inc. in March 2008
with the start of NGN (“FLET'S Hikari Next”) services, combin-
ing the three video distribution services—4th Media, On
Demand TV, and OCN Theater—previously operated sepa-
rately by different NTT Group companies. Since then, NTT
Group has focused on enhancing its services, mainly by refin-
ing high-definition quality channels, and offering retransmis-
sion of DTT over IP and video distribution for “NHK
On-demand,” along with marketing activities designed to
enhance user recognition of fiber-optic video distribution
services. Consequently, the number of “Hikari TV subscrip-
tions has been steadily growing.

“Hikari TV home menu screen (image)

4

1.4 million , 7

»

P 2 |

& 1

& 1

P 4 1

1

PC available for A - <Future service#
Hikari TV tuner s Expansion of HD quality
& - broadcast channels

- Retransmission of satellite

broadcasts over P*'

Seamless service with

N i mobile phones
Hikari TV Ry
Recording function with high-

end STB (interna_l HDD)
1

1 -
o ' 1
- :
1
TV ? (682.5 Yen ~/month) : A
7
Year ending March 31, 2010 I (Fiscal year)

*2 FLET'S TV is a service that will be provided to those who subscribe to both FLET’s TV Transmission Service provided by NTT East/West and SKY PerfecTV! HIKARI (Home Type Wide or
Multi-Unit Residence Type Optical Cabling System) provided by Opticast Inc. The fee includes a service fee for SKY PerfecTV! HIKARI of 210Yen/month.
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Expansion of Upper Layer Business

In the upper layer business, NTT is looking to expand various network-
based services and is working to create new services and businesses
mainly through collaboration with prominent partners around the
world. At the same time, NTT is conducting “produce” activities that
link the technological achievements of research laboratories to the
creation of new businesses.

Specifically, NTT Group has worked to create new businesses and
develop NGN applications, mainly by carrying out Next-Generation
Services Joint Development Forum activities, while forming capital and
business alliances with domestic and foreign venture firms, mainly by
making investments via NTT Investment Partners, Inc. In addition, we
worked to effectively link the technological achievements of research
laboratories to the creation of new businesses through the “General
Produce System.” Going forward, NTT Group remains determined to

achieve results principally in the areas listed below.

ner companies.

Example of Upper Layer Business (e-learning)

We are developing an e-learning application called “Learning Forest” (Manabi no Mori) with part-

(Concept) “Rich, flexible, and fun” learning experiences using broadband

- High resolution video content, virtual reality technology, and interactive use

- Users can choose learning styles suited to their own goals and educational background

-Use games and other “entertainment learning” content to create a fun group educational experience

Entertainment learning

smartfm

High-quality, highly effective Communication
Content tools English conversation learning in a 3D space

among lecturers and
students via SNS

Face-to-face
consulting with mentor

J
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Example of Upper Layer Business (SaaS and Cloud Computing)
NTT Group has begun providing Saa$S (Software as a Ser- Furthermore, by developing safe, secure, and environ-
vice) platforms that enable software to be used reliably over mentally friendly SaaS platforms, which incorporate cloud
a network, through “BizCITY-for SaaS Provider” (NTT Com- computing and environmental technologies, and in collabora-
munications) and “VANADIS Saa$ Platform” (NTT DATA) as tion with partners, NTT Group will provide a diverse range of
well as a common platform for both services, while also applications to business users who demand high reliability.
developing partnerships with application providers.
Applications run over SaaS Personnel, Electronic ), ¢ ¢ o
and Cloud Computing payroll applications
|
C s+ atsorceconC__wieosott
I National and Corporations
T | ocal government
Saa$ platforms 1
(BizCITY, VANADIS collaborations)
- Virtual operation and management technology Green data centers
- Large-scale dispersed data processing, etc.
technology
- Solar cells, etc.
*1 CRM:Customer Relations Management software
National and local government, etc. Corporations, etc *2 ERP :Enterprise Resource Planning software
National and local govern- Factories. offices a'nd S&)HO *3 GIS :Geographical Information System
ment, schools and hospitals ! *4 MIJS: Made in Japan Software consortium
\_

Representative Director and
Senior Executive Vice President
Noritaka Uji

In charge of technical strategy; Chief Technology
Officer; and Chief Information Officer

Delivering Services Over Cutting-Edge
Infrastructure

NTT Group is endeavoring to establish IP (Internet Protocol)-based
network infrastructure for each of its fixed-line and mobile com-
munications networks. The next challenge will be to launch a wide
range of services over this full-IP infrastructure. In this regard, our
new medium-term management strategy titled “Road to Service
Creation Business Group,” which was announced in May 2008,
provides a clear direction forward.

Examples of new services include SaaS for corporate customers,
and Home ICT for households, in addition to video services over
broadband networks. These new services should bring various
benefits. For instance, SaaS will provide a means of introducing
services at a low cost and in a short period of time for corporate
customers, while Home ICT will link household devices over a
network to improve customers’ lifestyles by making them safer,
more secure and richer. These services take full advantage of the

NGN’s features of strong security, high quality and reliability. By
joining forces with a variety of partners, | also believe that these
initiatives will lead to even broader adoption and further expansion
of services.

R&D activities are crucial to creating services. Previously, these
activities were focused on infrastructure development, including
NGN, but NTT is now developing services, including upper layer
services and solutions utilizing the new infrastructure. With an
“Open & Collaboration” stance, we are striving to create ser-
vices matched to the needs of the era of service convergence.
This will be achieved by working together with partners that
have related technologies and know-how, while combining
NTT's research achievements with technologies and ideas from
outside the Company.

As a greater variety of services are utilized, the infrastructure
supporting them will become increasingly important. Providing a
reliable, secure infrastructure is, as it were, our mission as a tele-
communications carrier. NTT Group will therefore continue to
embrace this mission.

Going forward, by utilizing ICT on an even broader scale, NTT
Group will continue to create new business opportunities and rich
communications environments, and to help solve social issues such
as Japan’s aging society with fewer births and global environmental
problems. Building on these efforts, NTT Group will work to drive
further growth in the broadband and ubiquitous society.
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Developing New Environmental Businesses Based on R&D Accomplishments

NTT Group is engaged in the development of environmental busi- Going forward, NTT Group will also promote its “Smart Grid”
nesses to address energy conservation and global warming concerns. service, which combines electrical load balancing and control tech-
For example, environmentally friendly data centers are being estab- nologies with new clean energy and other environmental technology,
lished, based on technologies and expertise gained from promoting and “Green NTT,” an initiative that makes proactive use of solar
energy-efficient ICT in-house. Specifically, NTT FACILITIES, INC. is power and other natural energy sources to meet the electrical power
developing the GreenlTy Building service along these lines. demands of NTT Group.

Example of Environmental Business—the Data Center Business

High efficiency

Data center business featuring the air cooling technology

Solar power systems -
latest energy saving technology

Environmentally
friendly data centers

Utilize clean energy to mini-
mize environmental impact of
data centers

High-voltage Virtual
DC power supply technology Linked control of ICT devices and air conditioning

Deploy air cooling technology
offering optimal efficiency
through analysis

Integrated management server

EEEERERE Linked control of monitoring and control for ICT devices and facility equipment
H IT device e i
% ACE EEERRERERE
Develop and deploy high- Utilize virtual technology to Linked control for standardization of workloads among ICT
voltage DC power supply share IT device resources, devices and temperature settings of air conditioners

system with low conversion loss  reducing number of devices

Reaching Out to Global Business

Revenue from overseas and international businesses has been

steadily increasing, in line with business expansion and progress

with investments in and partnerships with overseas companies.
Our main activities during the fiscal year ended March 31, 2009

are listed as follows

S
Established
NTT Com Russia

Strategic alliance to

strengthen SaaS$ platform
OpSource (U.S.)

NTT-KT Venture Forum
(held on the U.S. West Coast in July 2008, in Seoul, South
Korea, in October 2008 and in Tokyo, Japan in April 2009)

Strengthen solution

provision capabilities Submarine cable
itelligence (Germany) Hokkaido— n Cable System

Cirquent (Germany) Russia)

Strengthening solution
provision capabilities
Revere (U.S.)

Europe Submarine cable

TPE*', PC-1 ~
(toU.S.)

Provision of mobile solutions | | Investments in data center operators
DOCOMO China APTT*2 (Hong Kong)

Establish Philippine subsidiary Investments in mobile carriers
TTSL (India)™

*4
*1 Trans—Pacific Express Cable Network TMIB™ (Bangladesh)

*2 APT Satellite Telecommunications Limited
*3 Tata Teleservices Limited and Tata Teleservices Joint venture business involving commercial fiber-optic access services

(Maharashtra) Limited . . . .
and data center operations with local carrier (Vietnam
*4 TM International (Bangladesh) Limited P ( )

ANNUAL REPORT 2009 023

Special Feature



ainjeaj reroads

1) Expand NTT Group’s ICT service lineup and service
areas
In enterprise services, to better support customers’ global business
activities, NTT Group has enhanced its own overseas network, cen-
tered on the BRICs nations including Russia and India. Meanwhile,
NTT Group is also expanding its overseas business presence through
capital partnerships. We have implemented M&As, including the
acquisition of Cirquent GmbH, German Sl firm, to bolster our ability
to provide solutions. At the same time, NTT Group has begun the
commercial operation of a route utilizing optical submarine cable

between Japan and Russia to build the shortest network linking Japan
and Europe, while expanding the data center business in China and
elsewhere in Asia, to enhance its service delivery capabilities.

In mobile communications services, NTT Group worked to
enhance its lineup of handsets compatible with international roam-
ing services, while increasing the number of countries and territories
where international roaming services can be used by strengthening
collaboration with overseas mobile phone operators. These efforts
were aimed at enhancing convenience for users.

U.S.

Europe

Asia INewa Emerging Countries*"

Consulting, System
and Software
Development

Revere

itelligence

Strengthening proposal capabilities

Managed Services
(performance/security
monitoring, etc.)

Data Center
Data Center/

Hosting

Service Platform Strengthening mobile/fixed service platforms

Standardization and strengthening of services in global operations for managed services and data center operations

Security Operations Center (Japan)

Data Center

Provision of global network integration services

Data Center

Providing global network integration

Network Services

Mobile

*1 Including certain regions in Asia and Europe
*2 Philippine Long Distance Telephone Company
* Only key subsidiaries and investment targets listed

2) Develop regionally focused businesses based on
cutting-edge R&D
NTT Group reached an agreement to form a capital tie-up with
India’s Tata Group in order to expand its business base and increase
revenues in India’s mobile communications market, and invested in
Tata Teleservices Limited and Tata Teleservices (Maharashtra) Limited,
both of which are members of the Tata Group. NTT Group also
worked to expand business domains in newly emerging countries.
The Group invested in TM International (Bangladesh) Limited to
develop the mobile phone service business in Bangladesh and
acquire new growth opportunities.
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NTT Europe

Increase in roaming revenues income (Connexus and Mobile Alliance)

Strengthening enterprise mobile solutions capabilities

Subsidiaries in BRICs

Business expansion
in growth markets

PLDT*? TMIB

Subsidiaries in Asia

3) Build collaborative new business models with
overseas partners

NTT Group jointly conducted a forum with major South Korean

carrier KT Corporation, designed to deepen ties with venture com-

panies. In this manner, NTT Group is working toward the creation of

a new business model for the incubation and promotion of new

businesses (see box on next page).

Going forward, NTT Group will continue to expand its customer base
and strengthen its service delivery capabilities around the aforemen-
tioned three business pillars. Geographically, NTT Group will work to
further enhance its service delivery capabilities in markets in newly
emerging countries, in addition to Asia, the U.S., and Europe.



Representative Director and
Senior Executive Vice President

Hiroo Unoura

In charge of business strategy, Chief Financial
Officer; Director of NTT Strategic Business
Development Division

Expanding Our Horizons Through Upper
Layer and Global Businesses

In the upper layer business, service provisioning platforms
such as fiber-optic access and NGN are coming to the fore. In
response, NTT intends to step up the creation of services
through collaborations and alliances with a broad range of
partner companies.

In video services over fiber optics, NTT is working to
address customer needs. With “Hikari TV" services, | feel that
we are making progress developing a new market, helped by
the success of sales promotions via television advertisements,
in addition to the provision of video on demand (VOD) and
multichannel broadcasting services. Combined with “FLET'S
TV," which is provided mainly in metropolitan areas, we aim
to drive further expansion in demand for these services.

In e-learning, | believe there is strong growth potential.
NTT seeks to change how business is done by using

broadband services to offer “rich, flexible, and fun” learning
experiences unlike anything seen before. To this end, with
plans to establish a new Internet-based educational services
company, NTT entered into a business and capital alliance
with Cerego Japan in July 2009. The goal of the alliance is to
foster collaboration between the new company in applica-
tions and other areas.

This joint initiative with a partner company was made
possible by the Next-Generation Services Joint-Development
Forum. Going forward, NTT will develop and commercially
launch new services, by strengthening alliances through
investments via NTT Investment Partners, Inc.

In global business, NTT is stepping up its customer base
and service delivery capabilities. For example, its global net-
work of data centers will be expanded to locations in around
30 cities overseas, including through the acquisition of a
Hong Kong-based data center operator. Going forward, we
will construct premium data centers that satisfy high stan-
dards of quality in terms of facilities, network connectivity,
and operations from major cities in Asia to those in the U.S.
and Europe. To provide solutions that address growing cus-
tomer needs on a global basis, NTT will strengthen Group-
wide collaboration with SI companies acquired in the U.S.
and Europe.

4 )
NTT-KT Venture Forum
NTT and KT, a major Korean telecommunications carrier, activities designed to promote the development of NGN,
have formed a tight alliance to promote new business. To while KT Corporation shared information about its new SolP
develop joint business with ventures overseas, and to rapidly (Service over Internet Protocol) service known as STYLE. The
develop and commercialize applications run over NGN and forum was a lively event with more than 200 participants
other broadband platforms, the two companies have held and presentations by 14 venture companies from the U.S.,
the NTT-KT Venture Forum since 2008. Korea, Japan, and other countries, as well as discussions
The third forum was held in Tokyo in April 2009. Here, and networking events.
NTT gave a presentation on its new businesses and R&D
L Expand to Western markets
Europe |<

China L, Expand to China market

(build and expand new business models) |

O Build relationships with venture capital c NG

M Beijing Office b);zzg p\atfon:ms/ W Washington DC Integrated Office

applications to M West Coast/San Jose Office
Japan Japan
1\ Expand to China market NTT Investment/ < u.s.
\ P (develop new business models)
Expand to Asian markets Expand to Japan market 7 OBuild relationships with venture capital
O Venture forum
Vv A business model development (Held on the West Coast in July 2008, in South Korea in October 2008,
Asia N Expand to Asian market and in Tokyo in April 2009)
je: | Korea Specific deals (examples)
Expand to Japan market O OpSource (Saa$ platform provider)
1 KTF-DoCoMo Fund (Strategic partnership signed in November 2008,
Capital alliance formed in February 2009)
[ Ooyala (advertisement distributor)
(Memorandum of Understanding signed in May 2009 on joint studies)
Expand to Asian market
. J
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