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Press Conference Announcing the Results  
for the First Quarter of the Fiscal Year Ending March 31, 2007  

(Minutes) 
 

Date:   July 28, 2006 (Friday), 3: 00 p.m.-4:00 p.m. 

 

 

[Presentation by Mr. Nakamura, President & CEO] 

For the first quarter of the fiscal year ending Mar. 31, 2007, the Company achieved an increase in 

revenues but a decrease in income compared to the same period of last fiscal year: operating revenues and 

operating income were 1 trillion and 218.6 billion yen (up 2.7% year-on-year), and 272.7 billion yen (down 5.2% 

year-on-year), respectively.  Income before income taxes and net income for the period posted a sharper decline 

than that of operating income.  This is mainly because we recorded income of 62 billion yen from the sale of 

Hutchison 3G UK shares in the first quarter of the previous fiscal year.  Adjusted free cash flows for the first 

quarter of this fiscal year were negative 165.9 billion yen, compared to a surplus of 135.2 billion in the same 

quarter of last fiscal year.   This is primarily due to the lower-than–usual corporate tax payments in the previous 

fiscal year owing to the losses incurred from the AT&T Wireless shares transaction, and generally, free cash flows 

turn negative in the first quarter because large cash needs, such as corporate taxes, arise in the first quarter.   

 

Operating income for the first quarter was 272.7 billion yen (down 14.9 billion year-on-year), which 

accounts for 33.7% of our full-year forecast. 

Operating revenues increased 31.5 billion yen from the same period of last fiscal year.  Among the 

revenue items, cellular services revenues grew 36.4 billion yen.  However, the portion of “Nikagetsu Kurikoshi” 

(2-month carry over) allowances that are expected to expire are included in this revenue calculation, and if the 

impact of this 30.6 billion yen is excluded, cellular services revenues for the first quarter remain almost unchanged 

compared to the same period of last fiscal year. 

Operating expenses grew 46.4 billion yen year-on-year, primarily due to the growth in equipment 

sales-related expenses resulting from an increase of 120,000 units in the number of handsets sold, and also 

because the percentage of FOMA handsets to total handset sales rose to nearly 90%. 

Capital expenditures for the first quarter were 214.7 billion yen, or 23.7% of our full-year guidance, 

making progress almost in line with our plans.  

  

To give some updates on our operational performance, cellular churn rate for the first quarter improved to 

a record low of 0.64%, posting a reduction of 0.16 points from the same period of last fiscal year.   

 

Despite the fierce competition with KDDI for the share of net additions, we won by a narrow margin and 

acquired the largest share of 49.1% in the first quarter, higher than our target to acquire 45% of the net additions in 

the market over the current fiscal year.  
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The migration of subscribers to FOMA has been making steady progress, owing to the brisk sales of our 

9-series and 7-series handsets.  The total number of FOMA subscribers topped 50% of our total cellular 

subscribers on Jun. 18, and reached 26.22 million on Jun. 30, 2006. 

 

The cellular MOU for the first quarter was 145 minutes, down 4 minutes year-on-year.  The factors 

behind this decline include customers’ migration to less expensive billing plans as a result of lifting the 

subscription restrictions for our “pake-houdai” flat-rate service, and the growth in the number of children/elderly 

users.  We would like to keep an eye on the future MOU trends.  

  

The cellular ARPU for the first quarter was 6,900 yen, which is inclusive of the 200-yen impact of 

recognizing the expiring portion of “Nikagetsu Kurikoshi” (2-month carry over) allowances as revenue.  When 

this impact is excluded from the calculation, the first quarter ARPU would be 6,700 yen, or 3.5% lower than the 

same quarter of last fiscal year.  The downtrend in voice ARPU still continues, but the packet ARPU has posted 

year-on-year increases in three consecutive quarters since the third quarter of Fiscal 2005, because users’ bills 

began to rise after their migration from mova to FOMA. 

 

 Now, I will explain the principal actions planned for this fiscal year.  I will begin with how we plan to 

reinforce our core business even further.  The user base of “pake-houdai” flat-rate package has been expanding 

since we lifted subscription restrictions in March to allow users of any billing plan to subscribe to this service, and 

reached 6.91 million as of Jun. 30.  This accounts for 26% of total FOMA subscribers, indicating that one out of 

four FOMA users have already joined the flat-rate service. 

 

To expand our product lineup, we unveiled or released new models in both the 9-series and 7-series 

lineups: the 902iS and 702iS models.  The 902iS model offers significantly enhanced music capabilities, and is 

preinstalled with DCMX applications.  The model is also equipped with more powerful security features in view 

of the future expansion of credit payment services.  We have also enriched our product lineup for corporate users, 

and released a HTC handset equipped with Windows Mobile OS with the aim to provide mobile solutions to 

businesses.  We are also planning to introduce a Blackberry device in the fall of this year.  Going forward, we 

would like to respond meticulously to the needs of both consumers and corporate users.   

 

I will explain our music-related services in more detail.  With the release of the 902iS model, we 

strengthened our music offerings through the introduction of “Chaku-Uta Full” full music track downloading 

service, an advanced “music player” and the new “Music Channel” service.  “Chaku-Uta Full” was commenced 

in June in conjunction with the release of P902iS model.  The P702iD handsets as well as the N902iX 

handsets—an HSDPA-enabled handset planned for release in August—will also carry this capability, and we are 

planning to further increase the number of “Chaku-Uta Full”-compatible models in the future.  The 902iS series 

phones are also equipped with advanced “music player” functions; the F902iS model, in particular, is installed 

with Windows Media Audio, enabling users to enjoy music purchased from compatible music stores.  

Furthermore, we plan to launch what is called the “Music Channel” service for HSDPA handsets, which enables 

easy downloading of a wide variety of music leveraging HSDPA’s faster transmission speeds.   
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To explain the deployment plans for HSDPA, we are planning to cover 70% of the populated areas in 

Japan by Mar. 31, 2007, and over 90% by Mar. 31, 2008.  We will launch the service with a maximum 

transmission speed of 3.6Mbps, and study further enhancements while looking into the demand for higher 

transmission speeds.  On top of the two models that were already announced, we will add two more models to the 

HSDPA handset lineup, and further down the line, we will consider installing HSDPA capability in all 9-series 

phones as a standard feature. 

 

Next, I would like to explain our plans relating to search functions.  Starting in October, we plan to add 

a “key-word search” capability to i-mode.  In addition to the nine companies we announced the other day, 

Google has also decided to join. 

 

We have steadily expanded FOMA’s coverage in the belief that strengthening our network quality is vital 

in view of the introduction of mobile number portability.  We have been rolling out FOMA base stations this 

fiscal year at the fastest pace in our corporate history to further improve our service quality.  By the fall of this 

year, we believe FOMA’s coverage will be superior to mova’s.   

 

From here, I will explain how we plan to create new revenues sources.  I will first talk about our credit 

business.  As of Jun. 30, the total user base of “Osaifu Keitai” i-mode FeliCa-enabled handsets reached 13.8 

million, growing steadily toward our goal to increase it to 18 million by Mar. 31, 2007.  The combined 

subscriptions of “DCMX-mini” launched in April and “DCMX” started in late June exceeded 300,000 already; the 

number topped 450,000 on July 20, and is expected to grow to over 500,000 during this weekend.  Some 30,000 

units of payment terminals are already installed at merchants, which I believe is a good start toward our goal to 

grow the installations to 150,000 by Mar. 31, 2007.  

 

The subscriber base of our push information delivery service, through which we intend to boost ARPU, 

reached 4.6 million as of Jun. 30, 2006.  The uptake of our“i-channel” service, in particular, has grown very 

rapidly to 3.6 million in just 10 months since its service launch.  The subscription rate of “i-channel” is also very 

high, with some 45% of compatible handset owners subscribing this service.   

 

Meanwhile, we have also made steadfast progress in expanding our international services.  We currently 

offer seven different international roaming-enabled handsets that can be used both in Japan and abroad.  The user 

base of roaming-enabled handsets has grown rapidly following the release of our SIMPURE series in April 2006 

and the 902iS series in June 2006.  As a consequence, an increasing number of users now bring their own 

handsets abroad to use international roaming services.  With respect to revenues, our international service 

revenues for the first quarter grew 43% from the same period of last fiscal year, and international roaming 

revenues, in particular, increased 68% year-on-year.  

 

Finally, I will touch upon how we plan to return profits to our shareholders.  As for the repurchase of 

our own shares, we repurchased 280,000 shares for 50 billion yen in the first quarter of this fiscal year.  This 

included, we spent 83% of the authorized budget, and repurchased 90% of the maximum number of shares 

authorized for buy-back at last year’s general meeting of shareholders.  This fiscal year, we received 
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authorization to spend up to 250 billion yen for repurchase of own shares, and we will work on its execution. 

 

 

[Questions and Answers] 

Q: In relation to the increase in equipment sales-related expenses, which is the primary reason for the growth in 

operating expenses, can you explain the outlook for handset procurement costs and distributor commissions for 

the future? 

A: As for equipment sales-related expenses, the overall procurement costs grew because the percentage of FOMA 

handsets—which are more expensive compared to mova phones—to the total number of handsets sold rose to 

90% this fiscal year, while it was only 60% last fiscal year.  However, this factor is not likely to significantly 

impact costs in the future, because the percentage of FOMA handsets to total is not expected to grow sharply 

from the currently level.  The same applies to distributor commissions. 

 

Q: When you are facing factors that drive your equipment sale-related expenses higher, e.g., the rise of FOMA’s 

percentage to total sales and intensified competition due to mobile number portability, how do you plan to curb 

their increase in the future?   

A: Last fiscal year, we saw a considerable increase in equipment sale-related expenses as a result of the “50 

millionth subscriber campaign” in the third quarter and various other promotions.  This fiscal year, we believe 

we will be able to maintain expenses within the planned levels, because we do not intend to carry out 

promotions as heavily as last fiscal year, despite the introduction of mobile number portability.   

 

Q: How much savings can you expect in procurement costs through the use of common platforms, etc?  

A: Common handset platforms will be installed in models to be released in the future, but it does not mean that all 

models will switch to these common platforms simultaneously.  The effect will therefore vary depending on 

the number of models installed with these new platforms, and I therefore cannot comment on concrete numbers 

at this point. 

 

Q: Before you begin to see tangible results from the use of common platforms, etc., how do you plan to cut 

handset procurement costs?  

A: For the time being, we plan to reduce the overall procurement costs by increasing the proportion of 7-series 

phones to total sales.   

 

Q: A new consortium for Linux-enabled mobile phones was established.  In concrete terms, how does DoCoMo 

plan to be involved in this consortium?  In addition, Matsushita Electric and NEC announced to establish a 

new joint venture.  These two companies have developed Linux-based platform jointly with DoCoMo.  Has 

DoCoMo made any commitment to this new joint venture?   

A: We have great expectations for the Linux consortium and the Matsushita/NEC joint venture, as we believe both 

will lead to a reduction in equipment procurement costs, and we would like to proactively consult with them in 

various ways.   

 

Q: How do you evaluate the progress of your operating income in the first quarter vis-à-vis your full-year target? 
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A: Operating income for the first quarter declined 15 billion yen from the same quarter of last fiscal year due to 

the growth in the number of handsets sold and other factors, but it is moving almost in line with our plan to 

achieve our full-year target of 810 billion yen, and therefore I am not concerned.   

 

Q: The churn rate has dropped across the board, including DoCoMo as well as your competitors.  Doesn’t this 

imply that some users are waiting for the introduction of mobile number portability?  Do you think the churn 

rate has been affected by mobile number portability?  

A: It is very difficult to make a projection on the size of impact from mobile number portability.  The churn rates 

for May and June were very low, which I believe reflects that churn rate was to some extent affected by those 

users waiting for mobile number portability, but it is hard to quantify its impact in exact numbers.   

 

Q: How many subscribers do you think will move following the introduction of mobile number portability?  

Have you changed your views compared to, for example, 6 months ago, given the recent churn rate trends?  

A: When we look at the results of surveys on mobile number portability carried out by third parties, the recent 

results show that the number of users who want to transfer their numbers is not as high as before, because they 

become less interested as they become aware of the actual conditions, e.g., mail addresses cannot be transferred.  

We have not changed our views on the size of subscriber movement resulting from the introduction of mobile 

number portability. 

 

Q: How do you view the impact of mobile number portability on the corporate market?  

A: We are aware that we need to work on various issues for the corporate market, including prices and handsets, 

but we do not think mobile number portability will immediately have a significant impact.  As for prices, we 

will introduce bilateral agreements, and we will need to study from various angles the introduction of a flat-rate 

voice service similar to the one announced by au.  In the area of handsets, we are planning to release two 

models tailored to corporate customers.  And in addition to enriching the handset lineup, we need to work on 

the provision of convergence solutions that blend fixed-line and mobile services.   

 

Q: The Study Group on a Framework for Competition Rules to Address Progress in the Move to IP under the 

Ministry of Internal Affairs and Communications in its draft report presented a direction to in principle oblige 

cellular carriers to grant access or roaming service to MVNOs (Mobile Virtual Network Operators).  What is 

your view on this direction?  

A: I do not have any objections against MVNO itself, but this is an issue to be discussed between operators in a 

win-win arrangement, and I am against the idea of obligatory access. 

 

Q: Please explain the current status and your future plans regarding WiMAX technology? 

A: In March, we applied for an experimental license to carry out verification trials on WiMAX.  We are currently 

making preparations for the experiments, through which we will test technical performance and possible 

interference with satellite communications systems using adjacent spectrum bands, etc.   

 

Q: What is your position concerning one-segment broadcast service?  Are you not going to be active in this area 

because it does not give you a business model that generates additional traffic revenues? How are the 
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one-segment broadcast-enabled phones selling after their release? 

A: We do not intend to stay inactive.  The total sales of one-segment phones already topped 100,000 units, 

enjoying a better acceptance than expected.  As for the future, although it may take a little more time, we are 

planning to add 4-5 more models compatible with one-segment broadcasting.  We still have not found a 

clear-cut business model, but we will continue our studies in order to respond to the needs of customers.   

 

Q: The amount of “Nikagetsu Kurikoshi” (2-month carry over) allowances that are expected to expire is 30 billion 

yen, a very huge number.  Does this mean that a large number of users are not able to use up all these 

allowances?  What is your view on the size of the expiring allowances, and the reason why it is so large?  

A: The figure 30 billion yen indicates the impact of the change in accounting procedures and it does not represent 

the actual amount expired.  We have considered ways so that customers do not have to waste portions of their 

allowances.  For example, in our service, if a customer cannot entirely consume his/her allowances after they 

are carried over for two months, the remaining allowances can be shared among family members for both voice 

and packet communications.  We do not think our rate of expiration is higher than our competitors’.  I believe 

this service is widely known and well received by our customers.   


