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Nippon Telegraph and Telephone Corporation and its subsidiaries 
Years ended March 31

FINANCIAL HIGHLIGHTS

For the year:
Operating revenues
Operating income
Net income (loss)
Capital investment
Research and development expenses

At year-end:
Total assets
Total liabilities (including minority interest in
   consolidated subsidiaries)

Long-term debt
Total shareholders' equity

Per share of common stock:
Net income (loss)
Cash dividends, applicable to earnings of the year

(0.9)%
2,115.9

     —
(13.7)

1.3

(7.7)%

(9.1)
0.2

(3.9)

     — %
0.0

¥10,923
1,364

233
1,978

396

¥19,784

14,146
5,457
5,638

¥14,549.03
5,000.00

¥ 11,028
62

(835)
2,292

391

¥ 21,425

15,560
5,445
5,865

¥(51,732.00)
5,000.00

 $  91,026
11,363
1,945

16,480
3,300

$164,863

117,883
45,478
46,980

$  121.24
41.67

20032002/20032003
Billions of yen Percent change

Yen Percent change U.S. dollars

2002/200320032002

Millions of
U.S. dollars

Notes: 1. All dollar figures herein refer to U.S. currency. Yen amounts have been translated, for convenience only, at ¥120 = U.S.$1, the approximate exchange rate at March 31, 2003.
2. Billion is used in the American sense of one thousand million. 

Employees (thousands) 213 207 (2.6)%

2002
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Total assets

(Billions of yen)
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Note: In this annual report, "NTT" refers to Nippon Telegraph and Telephone Corporation and 
"NTT Group" refers to NTT and its subsidiaries. Fiscal years herein are designated as the 
calendar year in which the business term ended. Thus, the fiscal year ended March 31, 2003, 
is noted as fiscal year 2003.

Please see cautionary statement regarding forward-looking statements on page 39.
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Operating income EBITDA margin

(%) (%)

Operating free cash flow

(Billions of yen)

ROCE

Regional communication services
Long distance communications and international  services
Wireless services
Data communication services
Other
Elimination
Consolidated total

Regional communication services
Long distance communications and international  services
Wireless services
Data communication services
Other
Elimination
Consolidated total

Operating revenues

Operating income (loss)

＊Excluding large overseas investments

Managerial Indices

Segment Information

¥   4,843
1,233
4,809

832
1,317

(2,111)
¥ 10,923

¥   5,106
1,332
4,659

802
1,023
(1,894)

¥ 11,028

$40,358
10,276
40,076

6,934
10,976

(17,594)
$91,026

200320032002 2002/2003

(5.1)%
(7.4)

    3.2
    3.8
  28.8
  11.5

(0.9)%

¥       169
49

1,057
59
1

28
¥    1,364

¥     (692)
(296)

1,014
54
(49)
31

¥        62

$  1,412
411

8,806
490

12
232

$11,363

200320032002 2002/2003

—%
—

    4.2
    9.3

—
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During fiscal 2003, ended March 31, 2003, the fixed-line tele-
phone market continued to contract, and subscriber 
growth tapered off in the mobile communications market. 
Amid the rush to adopt large-capacity, high-speed broad-
band communications and ubiquitous mobile communica-
tions that enable data transmission anytime and anywhere, 
the operating environment continues to present challenges 
as the information communications market enters a period 
of tumultuous change, stimulating competition among com-
munications companies with diverse business models. 

Grasping these changes in society, the Nippon Telegraph 
and Telephone Corporation (NTT) Group is striving to create 
a next-generation communications environment (Resonant 
Communications Environment) based on “HIKARI” and a vi-
sion of social and corporate activities five years into the fu-
ture in a truly broadband and ubiquitous network era. With 
this common goal for the NTT Group, we have made aggres-
sive efforts to pioneer the broadband market and respond to 
competition by shifting the earnings wellspring from the 
fixed-line telephone business to the broadband business, 
and from mobile communications to the mobile multimedia 
business. Furthermore, we have implemented structural re-
form at mainly Nippon Telegraph and Telephone West Cor-

poration (NTT West) and Nippon Telegraph and Telephone 
East Corporation (NTT East) in the creation of a new opera-
tional structure to reduce costs as much as possible. 

In fiscal 2003, consolidated operating revenues declined 
0.9% to ¥10,923 billion, compared with the previous fiscal 
year. This decline was due primarily to a relentless slide in rev-
enues at NTT East, NTT West and NTT Communications Cor-
poration (NTT Communications) resulting from contraction 
in the fixed-line telephone market and intensified competi-
tion. 

The Company recorded substantial gains in consolidated 
income before income taxes and net income, which finished 
at ¥1,405 billion and ¥233 billion, respectively, during fiscal 
2003 on account of cost reductions through structural re-
form. NTT West achieved its goal of profitability in fiscal 
2003. 

Initiatives for Fiscal 2004 and Beyond
At the NTT Group, we believe it is our duty to maintain and 
improve business performance in the face of expectations 
for persistently tough conditions. Amid advancements in 
broadband and ubiquitous communications, we believe it is 
of vital importance to quickly establish a new earnings foun-
dation in new growth fields. In April 2003, the Company for-
mulated the new NTT Group Three-Year Business Plan (FY 
2004–2006) as the first step toward achieving its “Vision for 
a New Optical Generation,” which was revealed in autumn 
2002. 

The following is a summary of the NTT Group’s principal 
management initiatives. 

Broadband Business
As revenues from fixed-line telephone operations continue 
to contract, the NTT Group is positioning the broadband 
business as a new source of revenues. In the Internet access 
business, with the imminent arrival of a truly broadband era, 
demand for ADSL is expanding and optical access is also 
showing steady growth. The NTT Group is concentrating on 
these areas in addition to the application and content busi-
nesses. 

Positioning optical access services, which offer super-high 
speed, interactive and reliable communications, as the 
primary gateway for broadband access, the NTT Group is 
making every effort to expand sales by strategically upgrad-
ing facilities in areas of high demand, conducting concerted 
marketing activities and shortening the installation time it 
takes to initiate new connections through reviews of con-
struction and administrative processes. As for ADSL services, 
we are continuing to strengthen our product lineup from the 

To our Shareholders

Norio Wada
President and Chief Executive Officer
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viewpoints of meeting competition head-to-head, respond-
ing to diverse user needs, and developing latent demand for 
optical access services. As for wireless services, we are enlarg-
ing our FOMA service areas to include underground areas 
and inside buildings while continuing to aggressively im-
prove handset functionality. 

To create demand for broadband services, the NTT Group 
is promoting the proliferation of such widely adaptable and 
highly secure platforms as IC cards. The NTT Group is also 
working to focus its comprehensive capabilities to provide a 
wide range of broadband services, such as the creation of a 
framework for encouraging the distribution of such content 
as video and music, as well as for expanding content distribu-
tion services. 

Realizing a Resonant Communications Environment
Our vision of a Resonant Communications Environment en-
deavors to make possible the sharing of information through 
connections that are secure, reliable and simple, all irrespec-
tive of a users operating system. Resonant Communications 
Services are mainly for the real-time, interactive and end-to-
end transmission of high-quality video images. The NTT 
Group plans to begin offering Resonant Communications 
Services first to mainly business users in major metropolitan 
areas from spring 2005 and then gradually expand to outly-
ing areas. Until then, we will offer services that relate to the 
realization of the Resonant Communications Environment 
over our existing networks. 

By developing the Resonant Communications Environ-
ment, the NTT Group will forge a new optical generation of 
communications and create new business models, such as 
an easy-to-use multi-location collaborative environment 
based on high-resolution video and crisp audio for sharing 
materials and data in virtual business meetings, telework, 
face-to-face consultation and remote seminars. We will con-
tribute to the resolution of social problems including environ-
mental protection, energy conservation, low birthrates and 
an aging society in Japan.

Structural Reform
The NTT Group has placed a high priority on the establish-
ment of a financial foundation resilient to the tough operat-
ing environment characterized by sudden changes in the 
earnings structure and the shrinking scale of the fixed-line 
telephone market. 

At NTT East and NTT West, we are outsourcing such work 
as order processing, SOHO sales, facility maintenance and op-
eration and emergency repairs in response to declining 
fixed-line telephone revenues. At the same time, we have im-

plemented initiatives covering approximately 100,000 em-
ployees in an effort to enhance workforce mobility. Of this 
total, a number of employees aged 51 and over retired from 
NTT East and NTT West, and were reemployed at outsourc-
ing companies at wage levels that took into consideration 
current regional and industry standards.

The NTT Group is accelerating its transition to a business 
and financial structure in tune with modern times. To this 
end, we aim to continue with ongoing structural reform. We 
are improving the performance of unprofitable services and 
restructuring those along with reforms to the personnel and 
salary systems to orient more on results and performance. In 
addition, backed by their specialized expertise, our outsourc-
ing companies are proactively creating new businesses in 
tune with the IT-related needs of local communities as they 
strengthen business activities tailored to regional characteris-
tics. 

Financial Management
NTT aims to strengthen total Group cash flow management, 
including the introduction of a consolidated taxation system, 
toward the establishment of Group management to maxi-
mize corporate value. From the perspective of improving re-
turn on assets, NTT is actively encouraging the sale of real 
estate. From the perspective of maximizing corporate value, 
the Company is strategically allocating free cash flow arising 
from marketing activities, asset liquidation and subsidiary 
IPOs to strategic investments to expand future business prof-
itability, reinforce finances through the repayment of liabili-
ties incurred by structural reform-related expenses, and  
enhance shareholder return by buying back its own stock 
and other measures. 

NTT considers share buybacks an effective capital policy 
option for using cash flow. In October 2002, the Company 
purchased 200,000 shares of its own stock for a total of 
¥86.2 billion. At the ordinary general meeting of sharehold-
ers held in June 2003, a resolution was approved for the buy-
back of 200,000 shares for an acquisition price limit of ¥100 
billion. 

Through these initiatives, we are in position to expend ev-
ery effort to increase the corporate value of the NTT Group. 
We thank you for your continued guidance and support. 
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The NTT Group plans to establish a new earnings 
foundation through efforts to develop platforms 
compatible with sophisticated content and ad-
vanced applications, while seeking to provide low-
cost Internet access services and a broader service 
area. 

Strategies for ADSL 
and Optical Connection Services
In the broadband market, ADSL, which uses exist-
ing copper telephone lines, continues to fuel 
market expansion. The proliferation of ADSL has ac-
celerated in recent years as competition has driven 
down prices. 

Since launching its FLET’S ADSL service in Decem-
ber 2000, the NTT Group has contributed to the 
popularity of ADSL by increasing the speed of con-
nections and lowering prices in tandem with the 
competition. During the fiscal year under review, 
NTT stimulated subscriber growth by implementing 
a discount campaign and offering “FLET’S ADSL 
MORE” with a downstream throughput of up to 12 
Mbps. Viewing ADSL users as potential optical ac-
cess users, NTT will do its utmost to acquire new 
ADSL customers by enhancing the appeal of its 
products. 

Since it uses copper telephone lines, ADSL has 
more technological speed bumps than fiber optics 
and slower upstream than downstream data trans-
mission rates. For these reasons, NTT believes that 
users are likely to shift to optical access services in 
the future. When optical fiber is used for infrastruc-
ture instead of copper wires, the interactive trans-
mission of large volumes of data becomes possible, 
enabling the advent of a truly broadband era. As 
this era approaches, the NTT Group expects sharp 
growth in the optical access services market. Ac-
cordingly, we aim to steadily expand our service 
area while taking care to invest efficiently in our 
optical infrastructure. 

The NTT Group has noticed that the option for IP 
telephone services has become a focal point for 
users choosing B-FLET’s, FLET’S ADSL and other 
broadband services. We offer IP telephone services 
for B-FLET’S and FLET’S ADSL customers through 
group companies such as Plala Networks Inc., and  
provide IP-telephone compatible equipment for 
users of FLET’S services. 

Broadband Business Strategy

Growth in the Broadband Access Market

Subscribers to NTT Group Broadband Access
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Strategy to Proliferate 
Optical Access Services
The NTT Group is concentrating all of its efforts on 
expanding sales of optical access services as the cen-
terpiece for broadband access for its high-speed, in-
teractivity and stability. 

As of March 31, 2003, we had completed install-
ment of optical fiber up to feeder points in 80-90% 
of concentrated demand areas in the government-
designated cities and prefectural capitals. The next 
stage of investment in optical infrastructure will cen-
ter on local wiring between the feeder point and 
user in these demand areas. 

The NTT Group has made concerted efforts to 
shorten the installation time of optical services by re-
viewing construction methods and administrative 
processes for installation work, which had been a 
bottleneck to the expansion of optical access services. 
The NTT Group targets an order-to-installation turn-
around time of about 10 days in the infrastructure-
heavy areas of Tokyo and Osaka, and approximately 
one month in other areas with optical infrastruc-
ture. 

The NTT Group strives to provide a full range of 
highly reliable maintenance and operation services 
for everything from user terminals to intranet cor-
porate networks. 

Competition is expected to heat up in optical ac-
cess services from the entry of other companies 
such as electric power companies into the market. 
Nevertheless, we believe that our advanced technol-
ogies, including traffic management, and our tech-
nology and service development capabilities, 
backed by marketing that meets customer needs, 
will distinguish NTT from the competition in optical 
access services. 

FOMA Services
On October 1, 2001, the NTT DoCoMo Group laun-
ched the world’s first third-generation (3G) mobile 
communications service, “FOMA” (Freedom of Mo-
bile Multimedia Access). The proliferation of 3G 
handsets was slower than expected, due to issues 
such as shorter standby times, heavier and larger 
handsets and limited service areas compared with 
the long-running PDC mobile communications sys-
tem for 2G handsets.

However, the number of FOMA subscribers grew 
sharply in the fourth quarter of fiscal 2003 owing 
to rapid expansion of the communications network 
compared with PDC, a three-fold increase in stand-
by time, and the release of new compact easy-to-
use handsets a little over 10% lighter and smaller 
than existing models. 

In fiscal 2004, the NTT DoCoMo Group contin-
ues to rapidly upgrade its communications net-
work, expanding the population coverage ratio and 
widening communications areas inside buildings by 
installing In-Building Mobile Communication Sys-
tem (IMCS) base stations. The NTT DoCoMo Group 
is stimulating the proliferation of FOMA handsets 
by marketing models with built-in TV telephony, 
shortening wait times, and providing services and 
content unique to FOMA handsets.

Optical Fiber Coverage Rate (up to Feeder Point)
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Vision for a New Optical Generation
In November 2002, NTT announced its Vision for a 
New Optical Generation as a converging point for 
NTT Group measures that envisions how the advent 
of full-scale broadband and ubiquitous communica-
tions based on optical infrastructure will affect so-
cial and corporate activities five years into the 
future. 

The Internet is in a period of upheaval as it 
moves from narrowband to broadband communica-
tions, and this period is often referred to as the 
second phase of the IT revolution. Excelling in high- 
speed broadband, fulltime connectivity and interac-
tivity, optical technology will form the backbone of 
future networks, and interactive communications 
using high-quality video will become a mainstream 
service. 

Applications based on interactive communica-
tions using video over optical connections will elim-
inate “limit of time and distance,” enabling the 
sharing and “commercialization” of knowledge on 
a global scale. It will also contribute to the realiza-
tion of safety and wealth in society and the 
boosting of productivity and competitiveness at 
companies. We also believe it will be a crucial fac-

tor in the solution of environmental problems and 
social issues such as low birthrates and an aging 
population in Japan. 

While promoting research and development to-
ward the realization of a Resonant Communica-
tions Environment based on optical technologies, 
the NTT Group drafted the Vision for a New Optical 
Generation as a depiction of NTT Group activities 
and a clarification of its direction, role and mission 
in providing global information-sharing business ser-
vices. 

By spring 2005, when full-scale services are to 
come online, the NTT Group plans to offer services 
that are able to satisfy a full range of user needs, in-
cluding high-quality interactive video distribution 
and services that guarantee security and band-
width, services for linking video communications 
with high-quality content distribution, services for 
seamless communications and content distribution 
over different access environments, and services for 
high-quality and ubiquitous collaboration, which in-
clude collaboration among multiple users in remote 
locations, face-to-face counseling and distance 
learning seminars.

Messenger software

BROBA platform

Server function *1

Switching function *2

Messenger software

Optical access Optical access
Optical access

PC communications
IP network
 (Internet)

i-mode®

FOMA network (IP network) 
communications between 
PCs and FOMA handsets

 RENA 
(end-to-end network)

1. Server developed by NTT for exchanging messages among instant messengers compatible with FOMA handsets. Manages connections 
and online presence. 

2. Exchange server developed by NTT DoCoMo. Manages protocol switching between H.323, which is used by IP networks, and 3G-324M, 
which is used by FOMA networks. Also handles bearer service switching, and manages and controls communications over handsets 
between IP and FOMA networks.

End-to-End Real Time Video Network
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Creation of Fundamental Technologies for a  
Resonant Communications Environment
To realize the Resonant Communications Environ-
ment, NTT focuses its research and development on 
the construction of fundamental technologies for 
next-generation network architecture and new ser-
vices based on a comprehensive design concept 
that looks forward 3-5 years into the future. More-
over, to support sustainable growth of the NTT 
Group, NTT is committed to researching advanced 
basic technologies that look forward 10 years 
based on the Company’s long-term business strat-
egy. 

•  Technologies for next-generation network archi-
tecture

•   Upper layer platform technology for new services
•  Advanced basic technologies that look forward 

10 years 

Reform of R&D Management to 
Commercialize R&D Achievements
NTT is placing more emphasis on the creation of 
fundamental technologies that will strengthen the 

competitiveness of the Company. Working closely 
with operating companies of the NTT Group, NTT is 
implementing new advancements into its opera-
tions. In addition, we are aggressively developing 
new businesses by leveraging the results of our re-
search and development efforts. Through research 
and development, we hope to contribute to solving 
such social issues as low birthrates and an aging soci-
ety, reinvigorating the Japanese economy and devel-
oping scientific technologies. 

• Strengthen comprehensive commercial function 
for planning and promoting commercialization of 
basic technologies

The comprehensive commercial function is an 
organization to promote commercialization 
through marketing, planning the commercializa-
tion of products and services, formulation and 
execution of commercialization plans, and crea-
tion of alliances with companies outside the 
Group. Through this function, we aim to take 
advantage of new business opportunities.

Research and Development

Presence Charge Certification Security
 Location 

management

Next-Generation Network Architecture

Advanced Basic Technologies

Collaboration
Object tracking 

management
P2P e-transaction

Service control platform

Upper Layer Platform Technology for New Services
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Cost Reductions
The NTT Group is outsourcing to adapt to the chal-
lenging operating environment, characterized by a 
shrinking fixed-line telephone business. In conjunc-
tion with a sweeping outsourcing program, the 
NTT Group is undertaking a reorganization of its 
workforce through retirement packages and reem-
ployment initiatives. In addition, NTT has imple-
mented a variety of employment models such as 
compensation packages that reflect current regio-
nal and industry standards and has completed a re-
view of work contracts, including fringe benefits. 
NTT is striving to implement structural reform of its 
business activities through enhanced flexibility and 
mobility of approximately 100,000 of its workforce. 
Under a new Group framework that includes out-
sourcing companies, NTT is working to establish a 
strong financial position. 

Since starting operations in May 2002, a total of 
100 of our outsourcing companies, related to equip-
ment and facility management, marketing and 
common functions, are leveraging their specialized 
expertise to expand business scale, developing oper-
ations unfettered by regulations and adapting their 
businesses to local needs. Against a background of 
rising IT-related needs in various regions, each out-
sourcing company plans to steadily increase sales in 
general markets through the provision of a full 
range of services for setting up and supporting PCs 
and LANs, deleting hard disk data when PCs are dis-
carded and recycling. 

At its peak, the NTT Group had allocated approxi-
mately ¥3 trillion in capital investment. In fiscal 

2003, the Group cutback expenditure to ¥1,978 bil-
lion with a reduction in investment in fixed-line tele-
phone systems. The NTT Group plans to restrict 
fiscal 2004 capital investment to fiscal 2003 levels 
by emphasizing investment in broadband-related 
fields as a key source of income, including capital in-
vestment in optical access networks and FOMA 
while increasing the efficiency of investments for 
maintaining existing fixed-line telephone systems. 

Through the aforementioned measures, the NTT 
Group is set to significantly reduce personnel costs 
and capital-investment-related expenses (deprecia-
tion), which it previously viewed as fixed costs. By 
carrying out these ongoing measures, we believe 
we can reduce costs to a fixed level. We are work-
ing to better manage earnings and costs to facili-
tate the achievement of profit targets by reducing 
general expenses that are not directly associated 
with earnings.

In the public telephone business, which is under 
scrutiny as an unprofitable service, the NTT Group is 
working to improve its cost structure by reducing 
the number of low-yield public telephones and re-
viewing plans to increase the installment of new IC 
public telephones, while taking into consideration 
its commitment to universal services. In the PHS 
business, we are concentrating on development of 
the corporate mobile data communications market. 
In its “quick-cast” pager services segment, NTT is 
simplifying service options and reducing personnel 
in its efforts to achieve a highly efficient operational 
structure. 

Structural Reforms

Number of Personnel Capital Investment
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Listing of Non-Core, 
High-Performing Companies
From the perspective of realizing the latent values 
and expanding business area of the entire NTT 
Group, the Company is examining the possibility of
publicly listing non-core businesses (businesses that 
have weak synergies with information communica-
tions) with strong performance and sufficient mar-
ket competitiveness, considering their relevance to 
the Company's overall growth strategy and current 
market conditions. 

Sale of Real Estate Held 
by NTT East and NTT West
The NTT Group is promoting the liquidation of real 
estate throughout the Group, mainly idle proper-
ties, alongside structural reforms. In fiscal 2003, 
NTT recorded gains of ¥30.0 billion on the sale of 
real estate at NTT East and NTT West. The NTT 
Group will continue to liquidate idle real estate to 
improve asset efficiency. 

Employees of NTT East, NTT West and Outsourcing Companies

Outsourcing of Operations and Targets Going Forward

Before Reform

NTT East / West

Structural Reforms
(Implemented in May 2002) Targets Going Forward

Cost reduction

Entry to other sectors without 
being influenced by regulations

Increase of earnings by business expansion
Increasing ¥100 bill non-Group sales until FY2005 .

Planning and strategy, facility construction and 
management, service development, corporate sales, etc.

Planning and strategy, facility construction and 
management, service development, corporate sales, etc.

Outsourcing companies
(per region)

Facilities-related

Customer services

Companies in the administrative field

NTT East:   Facilities-related, customer service and administrative 
                 field companies (7 each) were newly  established based 
                 on the  jurisdictions of branches.
NTT West: The former 30 branches were consolidated into facilities-
                 related (16 each), customer service and administrative 
                 field companies to be established respectively.

(Notes) 
1.Employees aged 51 or over were retired and re-employed 
   (wage level was reduced 15%- 30%). 
2.Employees of outsourcing companies aged 50 or below 
   were temporarily transferred from NTT East/West.

Existing subsidiaries

Repairs, customer equipment 
sales, etc.

NTT East / West

Order taking, 
system operation, etc.

SOHO sales, etc.

36,000 staff
East: 20,000
West: 16,000

60,000 staff*
East: 27,000
West: 33,000

41,000 staff*
East: 18,000
West: 23,000

NTT East and NTT West total

    NTT East

    NTT West

Outsourcing companies total

    NTT East

    NTT West

2002.5.1

3.6

2.0

1.6

10.1

4.5

5.6

2003.3.31

3.3

1.8

1.5

9.9

4.4（※1）

5.5（※1） 

2004.3.31 Planned

2.9

1.5

1.4

10.0

4.7（※2）

5.3（※2） 

（※1）Includes employees re-hired on April 1, 2003, after retiring on March 31, 2003 (NTT East: 3,000 people, NTT West: 3,000 people).
（※2）Includes employees to be re-hired on April 1, 2004, after retiring on March 31, 2004 (NTT East: 3,000 people, NTT West: 3,000 people).

(10,000 people)
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Amid an ongoing contraction in the fixed-line communications 
market, NTT must find new avenues for earnings growth while 
striving to maintain the fixed-line network and ensure its reliabili-
ty. To this end, the NTT Group believes debate over a new regula-
tory framework is paramount to future growth. 

Deregulating Optical Infrastructure
While optical fiber infrastructure is constructed amid competi-
tion, NTT East and NTT West are legally obligated to provide con-
nections to its optical network at an approved rate. As long as 
this is the case, NTT East and NTT West will assume most of the 
investment risks and therefore lose incentive to continue build-
ing optical fiber infrastructure. The development of optical fiber 
infrastructure will stagnate as a result. NTT plans to address this 
issue and request that the optical fiber networks of NTT East and 
NTT West are removed from designated facility regulations. 

Long-Run Incremental Cost (LRIC) Method
LRIC method presents the structural problem of operators not be-
ing able to recover invested capital. The NTT Group believes that 
the LRIC method should be replaced by a method reflecting the 
actual costs of maintaining the infrastructure. Moreover, debate 
on changing the recovery of NTS costs from interconnection char-
ges to basic user-line fees would invite price hikes as basic user-
line costs increase. We believe that this approach would not be 
acceptable to users. 

Price Cap System
The NTT Group believes that the price cap system urgently needs 
to be reviewed, given the ongoing deflationary trend in the Japa-
nese economy, and the system’s declining relevance due to the 
emergence of deteriorating economies of scale in line with the 
fall in telephone subscribers that has resulted from structural 
changes in the market from fixed-line telephones to broadband 
services. 

As a corporate citizen that plays a crucial role in the 
global information communications industry, the 
NTT Group has positioned corporate governance as 
an important management issue in the pursuit of 
sustainable development that forms the foundation 
for social trust. As a member of society through its 
relationship with stakeholders, including sharehold-
ers, suppliers, customers and employees, the NTT 
Group is building the following systems to enhance 
the soundness and transparency of management 
based on high ethical standards. 

Management Structure
For its system of directors, NTT has a slimmed 
down 12-member Board of Directors that includes 
two outside directors. The inclusion of independent 
outside directors strengthens the oversight of fair 
business execution. 

In its auditing system, NTT has established a 
Board of Auditors for examining the business execu-
tion activities of the Board of Directors. Based on 
the NTT Group’s Auditor Association Regulations, 
the NTT Group is working toward the establish-
ment of an internal control system through associa-
tions with the corporate auditors of each company 
within the Group. As with the Board of Directors, 
the Board of Auditors includes two outside auditors 
to strengthen the objectivity of oversight functions. 
The Company increased the number of corporate 
auditors from 4 to 5 in order to reinforce the audit-
ing structure. The Company is making efforts to es-
tablish an internal auditing system for the NTT 
Group by formulating the NTT Group Auditing Reg-
ulations and implementing integrated Group au-
diting based on the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO) 
framework. 

Director compensation is based on a perfor-
mance-oriented compensation system that empha-
sizes shareholder value. Directors did not receive 
bonuses in fiscal 2003 due to the challenging oper-
ating environment and in consideration of business 
results, and their bonuses will partly be reduced in 
fiscal 2004. Retirement benefits for directors are 
considered deferred compensation in recognition 
of services rendered and take into account taxation 

Response to Regulations Corporate Governance

1995 1996 1997 1998 1999 2000 2001 2002 2004/2005
0

5

10

15

20
19.78

14.48

6.31

12.93
11.98

10.64

7.65

4.95 4.60 4.37

5.88 5.36

2003

4.50
4.786.19 5.81 5.57

16.45

Interconnection Rates

Actual cost method (historical cost)

ZC connections GC connections

Long run incremental cost (LRIC) method

Yen/3 minutes
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benefits. Directors do not receive benefits after re-
tirement. 

NTT is strengthening business execution mecha-
nisms to meet the expectations of stakeholders 
through appropriate and fair business execution 
and the establishment of various decision-making 
mechanisms not based on systems within the Com-
mercial Code. The Company is focusing efforts on 
the improvement of management results through 
the establishment of the Management Council, an 
organization to support the decision-making of the 
president, as well as the Financial Strategy Commit-
tee, Investment Strategy Committee, Corporate Eth-
ics Committee and Disclosure Committee as 
deemed necessary in each organizational structure. 

Internal Control
Since the influence of NTT Group business activities 
on society is significant, the Company is fully aware 
of the absolute necessity of conducting business 
along a high ethical standard and in strict obser-
vance of laws and regulations. Since 1989, the 
Company has striven to maintain this standard 
through the establishment of the Moral Assess-
ment Committee. From October 2002, the Com-
pany changed the name of the committee to the 
Corporate Ethics Committee, and redoubled its ef-
forts to instill corporate ethics throughout opera-
tions. In November 2002, the Company formulated 
the Charter for NTT Group Company Ethics, and 
strove to maintain an open corporate culture 

through not only internal reporting and informa-
tion centers, but also external reporting and infor-
mation release through attorneys. At the same 
time, the Company strengthened internal checks 
and balances while continuing activities to enlight-
en employees. Through these efforts, the NTT 
Group is instilling a strong sense of corporate ethics 
throughout the organization to remain a corporate 
group trusted by its shareholders, customers, suppli-
ers and other stakeholders. 

Moreover, NTT established the Business Risk Man-
agement Committee, and is working to appropriate-
ly manage business risk amid a constantly changing 
operating environment. To prepare for large-scale 
risks that affect the entire Group, such as natural 
disasters and accidents, the Company is creating 
joint manuals and guidebooks on risk prevention, 
making the appropriate preparations before risks 
arise, and responding precisely and swiftly when 
risks emerge. 

Disclosure
NTT established the Disclosure Committee in an ef-
fort to improve transparency in management and 
to ensure accountability thus fortifying disclosure 
controls and procedures. In addition to the opera-
tion data disclosed quarterly from fiscal 2003, and 
quarterly information on consolidated net sales and 
the sales of primary Group companies from fiscal 
2004. NTT will disclose quarterly results beginning 
in fiscal 2005.

Classification

External Director system Shore up management function of Board of Directors

Board of Auditors
(Auditing system)

Oversee the execution of business operations
along with the Board of Directors

Align interests with shareholders
and management team

Corporate ethics /
compliance

Compliance with laws, etc.

Secure accountability through
increased transparency of management

Decision-making body
outside the commercial

code-designated framework

Mechanism for adequate
execution of business to fulfill the
fiduciary duties to stakeholders

Measures to properly manage business risks
in changing business environments to fulfill

the fiduciary duties to stakeholders

Management
compensation

Risk management

■2 external directors out of 12 directors, which is a relatively small number in Japan

■Increase number of auditors (from 4 to 5), of which 2 are external auditors, to shore up auditing system
■Undertake standardized Group audit (COSO Framework) based on “NTT Group Auditing Regulations”
■Introduction of COSO framework

■Bonus to be linked to business performances (no bonuses last fiscal year, reduced for this fiscal year)
■Retirement bonus (deferred payment for services rendered; tax benefits) (No special privileges after retirement)
■Stock option system not yet introduced

■Support mechanism for decision-making by the President (Executive Board)
■Established committees under the Executive Board as necessary (Financial Strategy Committee, 

Investment Strategy Committee, Corporate Ethics Committee, Disclosure Committee, etc.)

■Establishment of “Business Risk Management Committee” (Jul. 2002)
■Arrangements for prevention of risks from being realized, prior preparation for potential risks and 

adequate and prompt countermeasures to cope with realized risks
--Prepare for natural disasters and accidents (set countermeasures based on common manuals)
--Manuals (for Group companies) and guidebooks (for Group employees)

■Develop disclosure controls and procedures
--Establishment of Disclosure Committee (Nov. 2002)
■Improve quarterly disclosure

■Comply with laws and strive to establish corporate ethics as a group to maintain trust of stakeholders 
(shareholders, customers, clients, society, etc.)
--Establish “Charter for NTT Group Company Ethics” (Nov. 2002)
--Placement of reporting/consultation hotline within and outside the Company utilizing lawyers (Nov. 
2002)

Issues Surrounding Corporate Governance

 Discussions at Issue Actions by (Views of) NTT

Management
Structure

Internal
Control

Disclosure
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From the perspective of Corporate Social Responsi-
bility (CSR), the NTT Group engages in various activi-
ties to preserve the global environment.

With regard to environmental protection activi-
ties, the environmental protection office in NTT 
Holdings, Inc. manages the section for environmen-
tal protection at each NTT Group company and spe-
cific committees that deal with individual issues, 
such as the reduction of CO2 emissions and the pro-
motion of recycling. 

In order to fully utilize environmental manage-
ment, the NTT Group evaluates the cost of environ-
mental protection activities and their quantitative 
and economic benefits for one year. The NTT 
Group, including NTT Holdings, Inc., NTT East, NTT 

West, NTT Communications Corporation, NTT 
DocoMo, NTT Data and NTT Facilities, Inc., imple-
mented environmental accounting in fiscal 2001. 

NTT Group Ecology Program 21
At the NTT Group, we believe it is important to 
tackle environmental issues on a worldwide basis, 
and have formulated the NTT Group Ecology Pro-
gram 21 to direct Group efforts to preserve the en-
vironment. 

1. NTT Group Global Environment Charter
2. Regional contributions to environmental pres-

ervation
3. R&D in cutting-edge environmental technolo-

gies

Preamble
The human race is confronted with a barrage of serious environ-
mental issues including global warming, destruction of the 
ozone layer, depletion of rain forests, desertification, acid rain 
and ocean pollution. These problems are by-products of the so-
cial systems we have built, and it has now become necessary for 
corporations to understand the impact of their business activi-
ties on the environment. Corporations must conduct business 
activities while striving to protect the global environment by dili-
gently working toward sustainable development without turn-
ing a blind eye to the future. From this fundamental standpoint, 
to address these global environmental issues, the NTT Group has 
created the NTT Group Global Environment Charter to clarify its 
basic principles for taking concrete measures to help solve envir-
onmental problems. 

Basic Principles
To realize harmony with nature and sustainable development 
into the future, the NTT Group shall make its utmost effort to 
preserve the global environment in all of its business activities. 

Basic Measures
1. NTT shall strictly observe general laws and regulations, ob-

serve laws and regulations for executing its social responsi-
bility in protecting the environment, and fulfill its corporate 
responsibility from an international standpoint. 

2. Reduction of Environmental Burden
NTT shall continuously make efforts to reduce environmental 
burden by setting action plan targets to reduce greenhouse 
gas emissions, conserve energy, recycle resources such as pa-
per and reduce waste volume. 

3. Establishment and Maintenance of an Environmental Manage-
ment System
By building an environmental management system at each of 
its offices, NTT shall promote the reduction of environmental 
risks and the prevention of environmental pollution through 
autonomous efforts to protect the environment. 

4. Development of Environmental Technologies
NTT shall contribute to the reduction of environmental burden 
through research and development in multimedia services. 

5. Contribution to Society
NTT shall support activities to preserve the environment on a 
daily basis while cooperating with local citizens and govern-
ments. 

6. Disclosure of Information on the Environment
NTT shall strive to enhance communications inside and out-
side the Company by disclosing information related to the en-
vironment. 

Contribution to the establishment of broad ecology communities

Contribution to the establishment of global ecology communities

NTT Group Ecology Community Plaza

NTT Group 
Global Environment Charter

Social contribution to 
environmental protection

Research and development
utilizing state-of-the-art 

environmental technologies

2 3

1

NTT Group Global Environment Charter

Environmental Protection Activity
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FIVE-YEAR FINANCIAL SUMMARY
Nippon Telegraph and Telephone Corporation and its subsidiaries
Years ended March 31 

1999 2000 2001 2002 2003

For the year:

Operating revenues

Operating expenses

Operating income

Other expenses (income)

Income (loss) before income taxes

Income tax expenses (benefit)

Minority interest in consolidated subsidiaries

Extraordinary loss

Equity in earnings (losses) of affiliated companies

(including write-down of ¥653,751 million and

¥319,564 million ($2,663 million), net of income

taxes, in affiliates in 2002 and 2003)

Income (loss) before cumulative effect of

accounting changes

Cumulative effect of accounting changes (net of

income taxes of ¥108,534 million and ¥25,852

million ($215 million) in 2002 and 2003 and net of

minority interest of ¥12,836 million ($107 million)

in 2003)

Net income (loss)

At year-end:

Property, plants and equipment (net)

Total assets

Current liabilities

Long-term liabilities

Capital Stock (common stock plus additional

paid in capital)

Shareholders' equity

¥9,464

8,752

711

(1,403)

2,114

1,082

(24)

(463)

9

554

—

¥554

¥12,162

18,573

3,744

8,125

3,326

¥5,911

¥10,019

9,195

824

135

689

285

(115)

—

10 

299

—

¥299

¥11,864

19,101

3,858

8,319

3,326

¥6,015

¥10,837

10,002

835

(470)

1,305

592

(161)

—

(18)

534

—

¥534

¥11,792

21,759

4,852

8,665

3,608

¥6,756

¥11,028

10,966

62

152

(90)

(73)

1

—

(669)

(685)

(150) 

¥(835)

¥11,498

21,425

4,132

9,918

3,608

¥5,865

$91,026

79,663

11,363

(346)

11,709

5,869

(958)

—

(2,746)

2,136

(191)

$1,945

$92,149

164,863

31,386

73,778

30,064

$46,980

Billions of yen
Millions of
U.S. dollars

2003

¥10,923

9,560

1,364

(41)

1,405

704

(115)

—

(330)

256

(23)

¥233

¥11,058

19,784

3,766

8,853

3,608

¥5,638



1999 2000 2001 2002 2003
Yen, except share amount U.S. dollars

2003

Per Share of common stock:(1)

Income (loss) before cumulative effect of
accounting changes

Cumulative effect of accounting  changes
Net income (loss)
Cash dividends, applicable to earnings for the year
Average number of Shares outstanding (adjusted to

reflect changes in capital)

¥34,843.67
—

34,843.67
¥5,000.00

15,911,958.78

¥18,836.74
—

18,836.74
¥10,000.00

15,873,761.92

¥33,465.58
—

33,465.58
¥5,000.00

15,951,285.83

¥(42,442.49)
(9,289.51)

(51,732.00)
¥5,000.00

16,134,538.17

$133.13
(11.89)

121.24
$41.67

¥15,975.52
(1,426.49)

14,549.03
¥5,000.00

16,039,414.63
(1) The financial data for per Share of common stock are appropriately adjusted for any stock split of common stock.  As of the end of fiscal 2003, the number of outstanding
Shares of NTT was 15,932,445.
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Reconciliation of Management Indices

1999

1999

2000

2000

2001

2002

2002
Billions of yen

Billions of yen

2003

2003

Operating income 711 824 835 62 1,364
Depreciation and loss on disposal of property, 

plant and equipment 2,615 2,628 2,676 2,608 2,603
EBITDA 3,326 3,451 3,511 2,669 3,967
Operating revenues 9,464 10,019 10,837 11,028 10,923
EBITDA margin 35.1% 34.4% 32.4% 24.2% 36.3%

Operating income 711 824 835 62 1,364
Depreciation and loss on disposal of property,

plant and equipment 2,615 2,628 2,676 2,608 2,603
EBITDA 3,326 3,451 3,511 2,669 3,967
Capital investment 3,088 2,729 2,666 2,292 1,978
Operating free cash flow 238 722 845 377 1,989

Operating income 711 824 835 62 1,364
Effective tax rate 48% 42% 42% 42% 42%
Operating income x (1 - Effective tax rate) 370 479 485 36 791
Operating capital employed 11,538 11,543 12,246 12,813 12,497
ROCE 3.2% 4.2% 4.0% 0.3% 6.3%

Payments for property, plant and equipment

Payments for purchase of investments

Other differences

NTT consolidated capital investment total

¥2,789

315

(16)

¥3,088

¥2,350

478

(99)

¥2,729

¥2,519

329

(182)

¥2,666

¥2,052

249

(9)

¥2,292

¥1,726

318

(66)

¥1,978

Notes: 
1. EBITDA margin = (Operating income + Depreciation and loss on disposal of property, plant and equipment) /

Operating revenues x 100
2. Operating free cash flow = (Operating income + Depreciation and loss on disposal of property, plant and equip-

ment) - Capital investment*
3. ROCE = Operating income x (1 - Effective tax rate) / Operating capital employed x 100

*Capital investment is on an accrual basis for the acquisition of property, plant and equipment.

Reconciliation of Capital Investment

2001
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In a business environment marked by rapid and dramatic changes in market structure, NTT Group is actively engaged in the
reform of its business.  Specific initiatives include: (1) active development of fiber-optic and other services as appropriate for the
ubiquitous broadband era; (2) creation of new basic technologies utilizing research and development and the steady introduction
of the fruits of research and development efforts to business operations; (3) promoting the international development of mobile
multi-media communications business and IP network businesses; (4) continuous advance of overall NTT Group structural reform
through comprehensive management rationalization and expansion into new business domains; and (5) full utilization of the
advantages of the holding company system to achieve the above objectives. 

During fiscal 2003, while there were signs of a mild recovery in certain areas such as corporate earnings and capital invest-
ment, Japan’s economic conditions remained severe overall as the unemployment rate continued at a high level and personal
consumption was still weak.

Major changes are occurring in the telecommunications market environment, beginning with the rapid advance of broad-
band communications. The wider adoption of ADSL services has been the main driver of broadband market growth, amid the
expansion of IP telephony and other services and the intensification of price competition. In addition, the competition over fiber
optics access services, which are the mainstay of broadband services and are steadily spreading, is intensifying with the market
entry of electric power companies and other new providers. The mobile communications market has seen a slowdown in new
subscriptions, while the competition is mounting for new mobile multi-media services, such as video clip transmission. The mar-
ket for conventional fixed communications services continues to shrink as demand shifts to mobile communications, fixed rate
services spread and the sudden growth in IP telephony continues. In overseas telecommunications markets, the business environ-
ment remains extremely harsh due to the prolonged IT recession.

Amid these conditions, during fiscal 2003, NTT Group pursued the objectives of the NTT Group Three-Year Business Plan (fis-
cal years 2003-2005). NTT Group companies actively implemented measures to expand service areas and reduce fees for ADSL
and fiber-optic access services, to provide a wider range of services such as IP telephony functions, to develop broadband mar-
kets, and to otherwise challenge the competition. Additionally, NTT established an internal Broadband Promotion Office. With an
outlook toward the full-scale arrival of the ubiquitous broadband era, NTT drafted a “Vision for a New Optical Generation”
aimed at realizing a new fiber optics resonant communications environment and creating new demand.

Factors Affecting the Company’s Financial Condition and Operating Results

Structural Reform
In November 2001 NTT and its consolidated subsidiaries, including NTT East and NTT West, reached an agreement with their
labor unions regarding the implementation of structural reforms of their respective businesses.  This agreement provided for a
reduction in personnel expenses based on a program of significant outsourcing and a more diversified range of employment
arrangements as well as other types of expense reductions.  Under this plan NTT East and NTT West transferred to outsourcing
companies newly established in every region (each comprising a prefecture or block of prefectures) in which they operate such
operations as order taking, small office home office (“SOHO”) sales, equipment maintenance and repairs.  At the same time an
arrangement was implemented whereby employees, 51 years old and over, moving to the new outsourcing companies initially
retired from NTT East and NTT West and then were re-employed by the outsourcing companies.  In May 2002 these structural
reforms were carried out and of those employees transferred from NTT East and NTT West, approximately 60,000 retired from
those companies to then be rehired by the outsourcing companies at wage levels consistent with those of the specific localities
and businesses.  In this connection, a curtailment loss of ¥322,736 million was recognized in the year ended March 31, 2002 in
accordance with Statement of Financial Accounting Standards No. 88, “Employers' Accounting for Settlements and Curtailments
of Defined Benefit Pension Plans and for Termination Benefits.”  The operating expense savings realized by NTT East and NTT
West in fiscal 2003 resulting from these structural reforms and others were approximately ¥265 billion and approximately ¥400
billion, respectively. 

NTT, NTT East and NTT West implemented a voluntary retirement program as part of a rationalization of their managements
under which approximately 6,500 employees in fiscal 2001, approximately 10,050 employees in fiscal 2002 and approximately
4,400 employees in fiscal 2003 participated by opting for retirement.

As a result of the recognition of losses carried forward primarily associated with this structural reform, as of the end of fiscal

OPERATING AND FINANCIAL REVIEW AND PROSPECTS
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2003, the balance of deferred tax assets reached ¥2,182 billion.  In connection with the benefit of these deferred tax assets, NTT
intends to ensure realization and is studying the possible utilization of the unrealized gains in such assets as real estate held by
each of its subsidiaries while adhering to the fundamental principle of doing so primarily based on the operating earnings
achieved through the future business recoveries of each company. 

Interconnection Rates
Under the Telecommunications Business Law (”Telecom Business Law”), NTT East and NTT West, as Type I Carriers, having Type I
“designated telecommunications facilities,” establish their interconnection rates and conditions for interconnection in their arti-
cles of agreement, a fixed form of contract, entered into with other carriers; provided that such rates are deemed to be fair and
proper in light of costs computed according to a method stipulated by the Ministry of Public Management, Home Affairs, Posts
and Telecommunications (”MPHPT”) and approved by the Minister of Public Management, Home Affairs, Posts and
Telecommunications (”Minister of PHPT”) as a method for computing proper costs under efficient management.

In the joint status report on deregulation issued by the governments of Japan and the United States in May 1998, the
Japanese Government stated its intention to introduce a LRIC Methodology for the calculation of interconnection rates.  A tech-
nical model for LRIC Methodology was prepared by a study group at what was then the Ministry of Posts and
Telecommunications, and then reviewed and accepted by the Telecommunications Council, and in May 2000, the amended
Telecom Business Law was passed, implementing these changes. As a result of amendments to a ministerial ordinance, during
the three-year period from fiscal 2001 through fiscal 2003, NTT East and NTT West reduced their interconnection rates, including
the lowering of GC interconnection charges by 22.5% and ZC interconnection charges by 60.1%.

Subsequently, revision of the LRIC Methodology model as well as the method for calculating interconnection rates based on
the revised model was taken under review and in April 2003 a ministerial ordinance partially revising the interconnection rate
regulations was implemented.  Based on this, starting from fiscal 2004 the calculation methodology for applicable interconnec-
tion charges was introduced whereby the GC interconnection charge was set at ¥4.37 (a decrease of 3.1% in respect to fiscal
2003 rates) and the ZC interconnection charge was set at ¥5.36 (an increase of 11.9% in respect to fiscal 2003 rates) (in each
case for three minutes).  In April 2003 NTT East and NTT West applied for interconnection rate revisions for fiscal 2004 and 2005
and in the same month received the approval of the MPHPT.

However, due to the rapid shift of demand from fixed line telephones to mobile communications and IP communications,
the volume of traffic through the switchboards of the regional companies is declining.  Accordingly, it cannot be predicted
whether or not revenues from interconnection charges in fiscal 2004 will increase over that of fiscal 2003.

Overseas Investments
NTT Group has been actively seeking to enter into joint ventures, alliances and collaborations with companies and organizations
outside Japan focusing on the high-growth areas of mobile communications, IP networks and IP service platforms.  NTT Group
has invested in overseas operators such as Verio Inc (Verio), Huchison 3G UK Holdings Limited (3GUK), AT&T Wireless Services,
Inc (AT&T Wireless) and KG Telecommunications Co.,Ltd (KGT).

Effective April 1, 2001, NTT Group adopted SFAS 142 and ceased amortization of goodwill associated with its investments.
During fiscal 2002, NTT completed the transitional impairment test for existing goodwill as required by SFAS 142 and determined
that the fair value of Verio, including goodwill, was below its carrying amount.  Accordingly, NTT recorded a net-of-tax transi-
tional impairment loss for goodwill of ¥149,180 million in the cumulative effect of accounting changes in the consolidated state-
ment of income.  NTT continues to review its investments and goodwill for impairment.

Recently, telecommunications companies and wireless operators, including companies NTT Group has invested in, have
experienced a variety of negative developments relating to the downturn in the IT sector.

Verio reported to NTT that its revenues would be lower than expected in 2001.  Based on that trend, Verio revised its busi-
ness plan, including a change of sales strategy and a reduction of operating costs.  As a result, NTT recorded write-downs of
goodwill of ¥203,367 million in the operating expenses of the consolidated statement of income for fiscal 2002 under SFAS 142
and an additional ¥28,437 million impairment loss of intangible assets under SFAS 121.  In fiscal 2003, Verio reported to NTT
that it would downwardly revise its business plan, due to the deterioration of its business environment related to the continuing
economic downturn in the U.S. and the weak market conditions.  As a result NTT recorded write-downs of goodwill of ¥30,083
million under SFAS 142 and intangible assets of ¥6,858 million under SFAS 144 in the operating expenses of the consolidated
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statement of income for fiscal 2003.  As of March 31, 2003, Verio had goodwill of ¥69,428 million.  NTT continues to monitor
Verio’s performance monthly.  If the current difficult business environment continues and Verio’s revenues continue to be below
expectations, there is a risk that it may not be able to achieve its business plan for fiscal 2004 of positive EBITDA.

NTT expects that the performance of its investments in affiliates will continue to be affected by many factors. NTT includes its
pro rata portion of the net income or net losses of these companies as investments that are accounted for by the equity method.
In addition to recording the portion of the income and losses of NTT’s overseas affiliates, NTT also regularly tests the value of its
overseas investments.  Since NTT recorded large impairment charges in fiscal 2002 and fiscal 2003, the total carrying value of
NTT’s investments in its affiliated companies in the consolidated balance sheets as of March 31, 2002 and 2003 was lower than
its aggregate underlying equities in net assets of such affiliated companies by ¥197 million and ¥339,564 million, respectively. 

In addition to write-downs to operating expenses associated with NTT’s investment in Verio discussed above, because of the
economic and financial environment surrounding the telecommunications industry and resultant declines in equity values of
telecommunications companies on a global basis, NTT and NTT DoCoMo reviewed the business outlook of certain other affiliates
to determine if any decline in investment value was other than temporary.  NTT and NTT DoCoMo utilized cash flow projections,
independent valuations and information and, if applicable, stock price analyses in performing their reviews and estimating invest-
ment values.  As a result, NTT Group determined that the decline in values of certain investments were other than temporary and
recorded impairment charges aggregating ¥653,751 million and net of deferred taxes of ¥474,305 million for fiscal 2002.  These
gross impairment charges were ¥664,493 million for AT&T Wireless, ¥320,481 million for KPN Mobile, ¥36,461 million for KGT,
¥56,444 million for 3GUK and ¥50,177 million for other companies.  These impairment charges are included in equity in earn-
ings (loss) of affiliated companies in the consolidated statements of income.  For fiscal 2003 NTT Group also recorded additional
impairment charges of ¥319,564 million net of deferred taxes of ¥225,535 million.  These gross impairment charges were
¥284,078 million for AT&T Wireless, ¥123,245 million for 3GUK, ¥117,898 million for KPN Mobile N.V. (KPN Mobile), ¥9,619 mil-
lion for KGT and ¥10,259 million for DoCoMo AOL, Inc (DoCoMo AOL).  These additional impairment charges are included in equity
in earnings (loss) of affiliated companies in the consolidated statements of income. 

In addition to recording the portion of the income and losses of NTT’s overseas affiliates, NTT also regularly tests the value of
its overseas investments.  Since NTT recorded large impairment charges in fiscal 2002 and fiscal 2003, the impact on NTT’s finan-
cials of future write-downs related to the impaired value of these investments may be limited. Nevertheless, to the extent there is
impairment, NTT may in future periods have write-downs related to the impaired value of these investments.

Exchange of NTT DoCoMo Shares
In May 2002 NTT DoCoMo signed a memorandum with its eight regional subsidiaries (NTT DoCoMo Hokkaido, NTT DoCoMo
Tohoku, NTT DoCoMo Tokai, NTT DoCoMo Hokuriku, NTT DoCoMo Kansai, NTT DoCoMo Chugoku, NTT DoCoMo Shikoku and
NTT DoCoMo Kyushu) whereby these regional companies would become fully owned subsidiaries of NTT DoCoMo through an
exchange of shares.  In November 2002 this exchange of shares was carried out in accordance with an exchange ratio of NTT
DoCoMo common stock and that of the regional subsidiaries determined on the basis of an independent third-party valuation.
The cash required for the acquisition of their own shares for the purpose of the exchange of shares with the minority sharehold-
ers of the regional subsidiaries was ¥234 billion.

The share exchanges were accounted for using the purchase method in accordance with SFAS 141.  The differences
between the acquisition costs and the increase in the net assets of the eight subsidiaries were first assigned to recognized assets
acquired and liabilities assumed based on estimated fair value at the date of the share exchanges.  The remainder was recorded
as goodwill, amounting to ¥127,884 million on the consolidated balance sheet as of March 31, 2003.

In the exchange of shares NTT DoCoMo acquired approximately 870,000 of its own shares.  At the same time NTT, in accor-
dance with the proportion of its equity ownership, sold NTT DoCoMo shares to NTT DoCoMo.  As a result, while these regional
subsidiaries became 100% wholly owned subsidiaries of NTT DoCoMo, NTT’s equity ownership in NTT DoCoMo decreased by
1.1% and ¥139 billion was recorded on a consolidated basis as gains of sales of subsidiary stock. 

Buy-back of Company Shares
Based on the revision of the Japanese Commercial Code, the buy-back of a company’s own shares must be submitted to a vote
at the annual general meeting of shareholders.  An upper limit to the number of shares to be acquired and the acquisition price
are then set.  After obtaining the approval of the shareholders, in the intervening period between the approval of the resolution
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and the next general meeting of the shareholders a company can buy back its own shares at various times pursuant to the deci-
sion made by the board of directors.  At the general meeting of shareholders on June 27, 2002, a resolution that NTT buy back
up to a total of 200,000 of its own issued Shares at a total acquisition cost not to exceed ¥100 billion in the period ending at the
fiscal 2003 annual general meeting of the shareholders was proposed and approved.  In keeping with that resolution NTT
acquired 200,000 of its Shares for a total price of ¥86,200 million on October 8, 2002.  Based on a decision of the Board of
Directors at a meeting held on March 25, 2003, 202,145 of NTT’s treasury Shares (purchased at a total cost of ¥87,182 million)
were cancelled.

At the annual general meeting of the shareholders of NTT held on June 27, 2003 approval was again received to buy back
an additional 200,000 of NTT’s own Shares at a total cost not to exceed ¥100 billion in the period from the conclusion of that
meeting until the conclusion of the next annual general meeting of the shareholders.

Application of New Accounting Standards and Recent Pronouncements

Accounting for commissions paid to agents
Effective April 1, 2002, NTT Group adopted Emerging Issues Task Force (“EITF”) 01-09, “Accounting for Consideration Given by
a Vendor to a Customer or a Reseller of the Vendor’s Products.”  The adoption results in the reclassification of certain amounts
previously included in “Cost of services and equipment sold, and selling, general and administrative expenses” as a reduction of
equipment sales.  EITF 01-09 also requires that reduction of revenues and corresponding expenses be recognized at the time of
sales, in lieu of the date of payment, which resulted in reduction of net equipment sales and corresponding expenses by
¥558,923 million ($4,658 million) and ¥571,223 million ($4,760 million), respectively, for the year ended March 31, 2003.  As
required, the amounts of ¥491,310 million and ¥507,884 million, included in “Cost of services and equipment sold, and selling,
general and administrative expenses” for the years ended March 31, 2001 and 2002, respectively, have also been reclassified as
a reduction of net sales of telecommunication equipment.  The adoption also resulted in an adjustment as of April 1, 2002 for
the cumulative effect of accounting change in the consolidated statements of income of ¥22,880 million ($191 million) (net of
taxes of ¥25,852 million ($215 million) and minority interest of ¥12,836 million ($107 million)), related to the timing of recogniz-
ing the commissions to be paid.  The pro forma effects of the retroactive application change have not been provided because the
necessary information was not previously maintained.  

Recent Pronouncements
In June 2001, the Financial Accounting Standard Board (“FASB”) issued Statement of Financial Accounting Standards No. 143
(“SFAS 143”), “Accounting for Asset Retirement Obligations.”  SFAS 143 was effective for NTT Group beginning April 1, 2003.
SFAS 143 requires that legal obligations associated with the retirement of tangible long-lived assets be recorded as a liability,
measured at fair value, when those obligations are incurred if a reasonable estimate of fair value can be made.  Upon initially rec-
ognizing a liability for asset retirement obligations, an entity must capitalize the cost by recognizing an increase in the carrying
amount of the related long-lived asset.  NTT is currently reviewing applicable laws and regulatory decisions to determine whether
NTT Group has a legal obligation to remove its long-lived assets and is in the process of determining the impact, if any, that the
adoption of SFAS 143 will have on its results of operations and financial position.

In April 2002, FASB issued Statement of Financial Accounting Standards No. 145 (“SFAS 145”), “Rescission of FASB
Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections” which updates and clarifies
existing accounting pronouncements.  Specifically, it rescinds Statement of Financial Accounting Standards No. 4 (“SFAS 4”) and
Statement of Financial Accounting Standards No. 64, which required all gains and losses from extinguishment of debt to be
aggregated and, if material, classified as an extraordinary item, net of related income tax effect.  As a result of the new state-
ment, the criteria in APB 30 will now be used to classify those gains and losses.  SFAS 145 also amends Statement of Financial
Accounting Standards No. 13 to require that certain lease modifications that have economic effects similar to sale-leaseback
transactions be accounted for in the same manner as sale-leaseback transactions.  SFAS 145 is to be applied, on a retroactive
basis, in fiscal years beginning after May 15, 2002 with the earlier adoption of provisions related to the rescission of SFAS 4.  NTT
is in the process of determining the impact, if any, that the adoption of SFAS 145 will have on its results of operations and finan-
cial position.



20

In November 2002, EITF reached a consensus on Issue No. 00-21 (“EITF 00-21”), “Accounting for Revenue Arrangements
with Multiple Deliverables.” This Issue provides guidance on when and how to separate elements of an arrangement that may
involve the delivery or performance of multiple products, services and rights to use assets into separate units of accounting.  The
guidance in the consensus is effective for revenue arrangements entered into in interim or annual periods beginning after June
15, 2003, which, for NTT, is effective for the half year beginning October 1, 2003.  The transition provision allows either
prospective application or a cumulative effect adjustment upon adoption.  NTT is in the process of determining the impact, if
any, that the adoption of EITF 00-21 will have on its results of operations and financial position.

In February 2003, EITF reached a consensus on Issue No. 03-02 (“EITF 03-02”), “Accounting for the Transfer to the Japanese
Government of the Substitutional Portion of Employee.”  This Issue provides a consensus that Japanese employers should
account for the entire separation process as a single settlement event upon completion of the transfer to the Japanese
Government of the substitutional portion of the benefit obligations and related plan assets.  Prior to the actual transfer of the
substitutional portion of the benefit obligations and related plan assets, no accounting should be affected.  Additionally, EITF
agreed that the resultant gain from the government subsidy, which is the difference between the substitutional portion of the
obligations settled, assuming a market discount rate, and the government-calculated amount which determines the plan assets
required to be transferred, would be recognized as a gain at settlement.  In June 2003, under the Law Concerning Defined-
Benefit Corporate Pension Plans, NTT Group applied to the Japanese Government for permission to be relieved of the future
obligation to disburse the benefits covering the substitutional portion.  It is undetermined when the permission and the transfer
of the benefit obligations and related plan assets will take place and what the sum accompanying the settlement will be.

In April 2003, FASB issued Statement of Financial Accounting Standards No. 149 (“SFAS 149”), “Amendment of Statement
133 on Derivative Instruments and Hedging Activities.”  SFAS 149 amends and clarifies financial accounting and reporting for
derivative instruments, including certain derivative instruments embedded in other contracts (collectively referred to as deriva-
tives) and for hedging activities under SFAS 133.  Except for certain provisions, SFAS 149 is to be applied prospectively to con-
tracts entered into or modified after June 30, 2003 and to hedging relationships designated after June 30, 2003.  NTT is in the
process of determining the impact, if any, that the adoption of SFAS 149 will have on its results of operations and financial posi-
tion.

In May 2003, FASB issued Statement of Financial Accounting Standards No. 150 (“SFAS 150”), “Financial Statement on
Certain Financial Instruments with Characteristics of Liabilities and Equity.”  SFAS 150 changes the accounting for certain finan-
cial instruments with characteristics of both liabilities and equity that, under previous guidance, could be classified as equity, by
now requiring those instruments to be classified as liabilities (or assets in some circumstances) in the statement of financial posi-
tion.  Further, SFAS 150 requires disclosure regarding the terms of those instruments and settlement alternatives.  SFAS 150 is
generally to be applied to all financial instruments entered into or modified after May 31, 2003 and is otherwise effective at the
beginning of the first interim period beginning after June 15, 2003, which, for NTT Group, is effective for the half year beginning
October 1, 2003.  NTT is in the process of determining the impact, if any, that the adoption of SFAS 150 will have on its results
of operations and financial position.

Critical Accounting Policies

NTT’s Consolidated Financial Statements are prepared in accordance with accounting principles that are generally accepted in the
United States.  Note 2 to its Consolidated Financial Statements includes a summary of significant accounting policies used in the
preparation of these financial statements.  The preparation of these financial statements requires management to make esti-
mates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses as well as the disclosure of
contingent assets and liabilities.  Management continually evaluates its estimates and judgments, including those related to rev-
enue recognition, estimated useful lives and impairments of property, plants and equipment, software and certain other intangi-
bles with finite useful lives, goodwill and indefinite life intangible assets, investments, use of equity method of accounting,
employees’ severance payments and income taxes.  Management bases its estimates and judgments on historical experience and
other factors that are believed to be reasonable under the circumstances.  Actual results may differ from these estimates under
different assumptions or conditions.  NTT believes that of its significant accounting policies, the following may involve a higher
degree of judgment or complexity.
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Revenue recognition
Revenues arising from voice transmission services, data communications facility services, leased circuit services, and other trans-
mission services are recognized at the time these services are provided to customers. Within revenues from mobile communica-
tions services, non-recurring upfront fees such as activation fees are deferred and recognized as revenues over the expected term
of the contracts with customers for each service, which ranges from approximately two years to seven years depending on the
service.  The related direct costs are deferred only to the extent of the upfront fee amount, and are amortized over the same
periods.  While this policy does not have a material impact on net income, the reported amounts of revenue and cost of services
are affected by the level of upfront fees and related direct costs and the estimated length of the customer relationship period
over which such fees and costs are amortized.  Factors that affect its estimate of the customer relationship period over which
such fees and costs are amortized include subscriber churn rates, newly introduced or anticipated products, and services and
technologies.  The current amortization periods are based on an analysis of historical trends and the experience of NTT and its
subsidiaries adjusted for the estimated impact of future events and circumstances.  Sales of telecommunications equipment less
certain amounts of agency commissions are recognized as income upon delivery of the equipment primarily to agent resellers,
which is considered to have occurred when the agent resellers have taken title to the product and the risk and rewards of owner-
ship have been substantively transferred.  In connection with revenues from system integration projects, provision for estimated
losses, if any, is made in the period in which the loss first becomes probable and is reasonably estimable.  NTT recognizes such
losses based on estimates of total expected contract revenues and costs upon completion. NTT follows this method since reason-
ably dependable estimates of the revenues and costs applicable to various stages of a contract can be made.  Recognized losses
are subject to revisions as the contract progresses to completion.  Revisions in loss estimates are charged to income in the period
in which the facts that give rise to the revision become known.

Estimated useful lives and impairments of property, plants and equipment, software and certain other
intangibles
NTT and its subsidiaries estimate the useful lives of property, plants and equipment, software and certain other intangibles with
finite useful lives, in order to determine the amount of depreciation and amortization expense to be recorded during any report-
ing period.  NTT’s total depreciation and amortization expenses in fiscal 2001, 2002 and 2003 were ¥2,468 billion, ¥2,435 billion
and ¥2,377 billion, respectively.  The useful lives are estimated at the time the assets are acquired and are based on historical
experience with similar assets as well as taking into account anticipated technological or other changes.  If technological changes
were to occur more rapidly than anticipated or in a different form than anticipated, the useful lives assigned to these assets may
need to be shortened, resulting in the recognition of increased depreciation and amortization expense in future periods.
Alternatively, these types of technological changes could result in the recognition of an impairment charge to reflect the write-
down in value of the asset.  NTT Group also reviews for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable.  If the total of the expected future undiscounted cash flows is less than the carrying
amount of the asset, a loss is recognized for the difference between the fair value and carrying value of the asset. 

Goodwill and indefinite life intangible assets
Beginning April 1, 2001, in accordance with the provisions of SFAS 142, NTT Group no longer amortizes goodwill, including
excess basis related to equity-method investments, but tests these assets for impairment at least annually using a two-step
process that begins with an estimation of the fair value of a reporting unit and also between annual tests if an event occurs or
circumstances change that would more likely than not reduce the fair value below its carrying amount.  Upon the adoption of
this new statement, NTT Group reconsidered classification between existing goodwill and other intangible assets in accordance
with Statement of Financial Accounting Standards No. 141, “Business Combinations” and reclassified assembled workforce with
immaterial amounts, from intangible assets to goodwill at April 1, 2001.  NTT Group also reassessed the useful lives of its intan-
gible assets, adjusted the remaining amortization periods and determined that no intangible assets have indefinite lives.  The
determinants used for the fair value measurement include management’s estimate of the reporting unit’s continuing ability to
generate income from operations and cash flow in future periods, as well as the strategic significance of the reporting unit to
NTT’s business objectives.
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Investments
NTT Group evaluates whether declines in value are temporary or other than temporary.  Temporary declines are reflected in other
comprehensive income, and other than temporary declines are recorded as a realized loss with a new cost basis in the investment
being established.  When determining an other than temporary decline, NTT Group considers, among other items, the length of
time the trading price has been below its carrying value, the financial condition of the investee company, including the industry
in which it operates, and its ability or intent to retain the investment.  If the financial condition of the investee company or the
industry in which it operates were to be materially different than its expectations, NTT Group would record an expense to reflect
the other than temporary decline in the value of the investment.  Further, NTT Group utilized a variety of information, including
cash flow projections, independent valuations and, if applicable, stock price analyses in performing its evaluations.  Such projec-
tions and valuations necessarily require estimates involving, among others, demographics (e.g., population, penetration rates and
speed, churn rates, etc.), technology changes, capital expenditures, market growth and share, ARPU and terminal values.  While
NTT and its subsidiaries believe the remaining carrying values of their affiliate investments are realizable, actual results or changes
in circumstances could require additional charges to be recorded.

Use of equity method of accounting
In addition to its domestic operating subsidiaries, NTT and NTT DoCoMo have made strategic investments in other affiliate com-
panies, primarily foreign entities, to position themselves for the continued development of the mobile communications industry
on a regional geographic and global basis.  Such investments were intended to give NTT and NTT DoCoMo the ability to influ-
ence the business activities, such as choices of technologies, of these affiliates.  In a majority of cases, NTT and NTT DoCoMo’s
investments are of a size (i.e., 20%-50% voting interest) that, in their opinions, provides them the ability to significantly influ-
ence the operating or financial policies of the investees.  In the case of AT&T Wireless, NTT and NTT DoCoMo’s investment repre-
sents only 16% of the voting interests.  NTT and NTT DoCoMo have evaluated the scope and terms of this investment and have
concluded that additional factors, including, among others, board representation, technology agreements, and other factors
such as financing arrangements, provide them with the appropriate ability to exercise significant influence over the operating
and financial policies of this investee also.  NTT and NTT DoCoMo reflect their influence with these investee affiliates by account-
ing for their interests in them using the equity method of accounting, which prescribes that NTT and NTT DoCoMo currently
record their share of earnings and losses of such investees.  NTT and NTT DoCoMo periodically review each of their affiliate
investee relationships to determine if they continue to have the influence necessary to account for them using the equity
method.  Based on such assessment, a future event or change in the facts or circumstances of a particular investee may lead NTT
and NTT DoCoMo to determine that they no longer have the ability to continue to exercise significant influence over an investee
and would require them to cease recording their share of the earnings or losses of such investee affiliates in their income state-
ment and to change their accounting treatment to either a cost or mark-to-market basis, depending on the circumstances. 

Employees’ severance payments
The amounts recognized in the Consolidated Financial Statements related to employees’ severance payments are determined on
an actuarial basis, which utilizes many assumptions in the calculation of such amounts.  The assumptions used in determining net
periodic cost for severance payments include the expected long-term rate of return on plan assets, the discount rate, the rate of
increase in compensation levels and average remaining years of service.  NTT Group uses long-term historical actual return infor-
mation and estimated future long-term investment returns by reference to external sources to develop its expected rate of return
on plan assets.  The discount rate is assumed based on the rates available on high-quality fixed-income debt instruments with the
same period to maturity as the estimated period to maturity of the pension benefit.  NTT Group assumes the rate of increase in
compensation levels and average remaining years of service based on its historical data.  Any changes in these assumptions will
impact NTT Group’s net periodic pension cost.  At March 31, 2003, reflecting the generally expected moderation of long-term
rates of return in the financial markets, NTT Group lowered its expected long-term rate of return assumption from 3.0% to 2.5%
and the cost for employees’ severance indemnities for the year ended March 31, 2003 increased by approximately ¥10 billion.
At March 31, 2003, reflecting the moderation of rates of interest on high-quality fixed-income debt instruments, NTT Group low-
ered the discount rate from 2.5% to 2.0% and its projected benefit obligations on March 31, 2003 increased by approximately
¥340 billion.
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Income taxes
NTT Group records deferred tax assets and liabilities using enacted tax rates for the effect of temporary differences between the
book and tax bases of assets and liabilities.  If enacted tax rates changed, NTT Group would adjust its deferred tax assets and lia-
bilities, through the provision for income taxes in the period of change, to reflect the enacted tax rate expected to be in effect
when the deferred tax items reverse.  A one percentage point change in the enacted tax rates of the deferred tax assets and lia-
bilities would increase or decrease income tax expense by approximately ¥48 billion.  NTT Group records a valuation allowance
on deferred tax assets to reflect the expected future tax benefits to be realized.  In determining the appropriate valuation
allowance, NTT Group takes into account the level of expected future taxable income and available tax planning strategies.  If
future taxable income was lower than expected or if expected tax planning strategies were not available as anticipated, NTT
Group may record an additional valuation allowance through income tax expense in the period such determination was made.
At March 31, 2003, NTT had gross deferred tax assets of ¥2,790 billion, which included a valuation allowance of ¥64 billion.

Results of Operations 

Fiscal 2003 compared with fiscal 2002
Operating revenues in fiscal 2003 decreased by 0.9% from the previous year to ¥10,923 billion. This was due to the slow pace of
revenue growth in sales of mobile communications services, intensified competition for fixed communications services faced by
NTT East, NTT West and NTT Communications, the contraction of this market and lower access charges.  Meanwhile, operating
expenses in fiscal 2003 decreased 12.8% from the previous year to ¥9,560 billion. This resulted from the effects of cost cutting
achieved by implementing structural reforms primarily at NTT East and NTT West and the absence of the large losses of ¥232 bil-
lion related to overseas investments and of the temporary expenses of ¥639 billion from structural reforms that were posted in
fiscal 2002. Accordingly, operating income for fiscal 2003 rose to ¥1,364 billion a major increase of ¥1,302 billion over the previ-
ous fiscal year.

Non-operating income increased by the wide margin of ¥193 billion over the previous year to ¥41 billion. This was due to (i)
NTT’s sale of a total of 551,000 shares of NTT DoCoMo stock to NTT DoCoMo with a total value of ¥148.2 billion in order to
assist NTT DoCoMo’s acquisition of 870,000 shares of its own stock for the purpose of making its eight regional companies
wholly owned subsidiaries through an exchange of shares, resulting in a profit of ¥139 billion accounted for as stock sale pro-
ceeds and (ii) a decrease of the amount of “Interest and amortization of bond discounts and issue cost” by ¥12 billion as a result
of a significant decrease of the average interest on interest-bearing debt. As a result, pre-tax income increased significantly by
¥1,495 billion over the previous year to ¥1,405 billion. 

Net income for fiscal 2003 was ¥233 billion. This was due to the ¥330 billion equity loss on investments arising from the
effects of the write-down of NTT DoCoMo’s overseas investments and to the loss of ¥47 billion arising from the introduction of
the pro forma standard taxation system for enterprise tax.  See Note 13 to the Consolidated Financial Statements for a discussion
of the enterprise tax.  In addition, EITF 01-09 requires that reduction of revenue and corresponding expenses be recognized at
the time of equipment sales to the agent resellers, instead of the date of sale to the end user customer.  Consequently, the
cumulative effect of this accounting change was recognized and net income decreased by ¥23 billion, net of taxes and minority
interest.  Although there was a large increase in net income of ¥1,068 billion over the previous year because the impairment
charges for overseas investments in fiscal 2003 were significantly less than those in fiscal 2002, this mainly resulted from expens-
es related to structural reforms of NTT East and NTT West and significant expenses related to the write-down of foreign invest-
ments in fiscal 2002.

NTT Group’s operating revenues are divided into the six service areas of voice transmission (fixed communications and
mobile communications), data transmission, leased circuit, telecommunications equipment sales, systems integration and other
services. 

In addition, NTT Group’s segment information is divided into the following five segments: regional communications services,
long distance communications and international services, wireless services, data communications services, and other services. See
Note 16 of the Consolidated Financial Statements and the following “SFAS No. 131: Segment Information.”
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Voice Transmission Services
Operating revenues for voice transmission services in fiscal 2003 decreased 4.1% from the previous year to ¥6,712 billion, which
represents 61.5% of overall operating revenues. NTT Group’s voice transmission services include certain items in the regional
communications services segment such as telephone subscriber services and ISDN services, a portion of the long distance com-
munications and international services segment, and a portion of the wireless services segment, such as cellular, PHS and FOMA
(partially included in data transmission services). 

Fixed Communications Services
Operating revenues for fixed communications services in fiscal 2003 decreased by 8.5% from the previous year to ¥3,330 billion.

Regional Communications Services Segment
In fiscal 2003, the number of fixed line telephone subscribers decreased by 24,000 to 50.71 million and ISDN subscribers
decreased by 1.02 million to 10.13 million (with each INS-Net 1500 subscription counted as 10 subscribers). The number of fixed
line telephone subscriptions continued to decrease, but the shift from ISDN to telephone subscriber lines increased due to the
spread of high-speed Internet connections such as ADSL. Therefore, the decrease in fixed line telephone subscribers slowed com-
pared to fiscal 2002. The number of ISDN subscribers decreased for the first time ever as there was an increasing shift to fixed
line telephone subscriptions due to the spread of competing services such as FTTH and ADSL services.

The number of fixed line telephone and ISDN subscriptions for NTT East and NTT West are as follows:

MYLINE registration market shares are as follows:

Access charges for functions subject to calculation under the LRIC Methodology, which dominate usage of the public net-
works, declined from a level of ¥4.60 per three minutes for GC interconnections and ¥5.88 per three minutes for ZC intercon-
nections in fiscal 2002 to a level of ¥4.50 per three minutes for GC interconnections and ¥4.78 per three minutes for ZC inter-

(in thousands)

(NTT East)
Telephone subscriptions 25,735 25,084 25,139
ISDN subscriptions(1) 5,731 5,851 5,260

INS-Net 64 5,000 5,303 4,892
INS-Net 1500 73 55 37

(NTT West)
Telephone subscriptions 26,354 25,654 25,575
ISDN subscriptions(1) 5,096 5,299 4,868

INS-Net 64 4,562 4,922 4,647
INS-Net 1500 53 38 22

As of March 31

2001 2002 2003

(1) Each INS-Net 1500 subscription is counted as 10 subscribers.

Intra-city:
NTT East 70.9% 71.0%
NTT West 75.8% 75.2%

Intra-prefectural and inter-city:
NTT East 64.2% 63.7%
NTT West 68.7% 66.6%

As of March 31

2002 2003
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connections in fiscal 2003. Income from the access charges in fiscal 2003 was ¥211 billion for NTT East and ¥177 billion for NTT
West.  Based on fiscal 2003 traffic, the reduction in revenues from this reduction in access charges totaled approximately ¥35 bil-
lion for each of NTT East and NTT West.

Long Distance Communications and International Services Segment
The voice transmission services market for the long distance communications and international services segment in fiscal 2003
suffered a decrease in telephone subscriber lines, a loss of traffic to cellular phones and others and a decrease in demand due to
the sluggish Japanese economy.  Additional causes for the decrease were the shrinkage of the inter-prefectural communications
market and penetration of discount services in conjunction with the intensification of competition. 

Amid these developments, NTT Communications made an effort at strengthening competitiveness by providing new services
that package together services at a lower rate, for telephone, OCN ADSL and cellular services, such as fixed rate services for cor-
porate users and discount services for individual users.  Despite this effort both traffic and market share declined.

The following table shows the results for inter-prefectural traffic:

The following table shows MYLINE registration market shares:

Mobile Communications Services
Operating revenues from mobile communications services in fiscal 2003 were ¥3,382 billion, an increase of 0.8% over the previ-
ous year.

Wireless Services Segment
The number of mobile communications subscribers, including the number of FOMA subscribers, for NTT DoCoMo Group
increased 7.5% to 43.9 million as of March 31, 2003, from 40.8 million as of March 31, 2002:

The following table shows the number of mobile communications subscribers: 

The increase in cellular, i-mode and FOMA subscribers has offset the decrease in the aggregate ARPU and the decrease in
Quickcast income. Voice ARPU has declined over the past several years, with the main causes being the decrease in cellular

Inter-prefectural inter-city calls (billions) 10.2 9.5 8.8
Inter-prefectural inter-city calling time (billions of hours) 0.45 0.41 0.38

Year ended March 31

2001 2002 2003

Inter-prefectural 57.3% 57.1%
International 53.4% 53.4%

As of March 31

2002 2003

(in thousands)

Cellular services 36,026 40,694 43,531
FOMA services — 89 330
i-mode services(1) 21,695 32,156 37,758
PHS services 1,812 1,922 1,688
Quickcast services 1,098 827 604

As of March 31

2001 2002 2003

(1) The number of i-mode subscribers includes subscribers to both cellular (37,456 thousand) and FOMA (303 thousand) ser-
vices as of March 31, 2003.
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phone rates, the increase in subscribers using discount plans, the spread of low use subscribers and subscribers who use i-mode
e-mail instead of voice calls, and the decrease in subscriber use due to sluggish spending by Japanese consumers. The overall
ARPU of NTT DoCoMo Group in fiscal 2003 was ¥8,120, a decrease of 4.2% from the figure of ¥8,480 in fiscal 2002.  One rea-
son the overall ARPU did not decline more was that an increase of the weighted i-mode ARPU partly offset the decrease of voice
ARPU.

The following table sets forth information regarding NTT DoCoMo Group’s monthly usage per subscriber and aggregate
ARPU:

Some revenues from FOMA and revenues from i-mode are included under data transmission services.

Data Transmission Services
Operating revenues for data transmission services in fiscal 2003 rose to ¥1,263 billion, an increase of 21.6% over the previous
year, or 11.6% of total operating revenues. NTT Group’s data transmission services comprise a portion of the regional communi-
cations services segment, such as “FLET’S ISDN,” “FLET’S ADSL” and “B FLET’S,” a portion of the long distance communications
and international services segment such as frame relay, OCN and IP-VPN, and a portion of the wireless services segment such as
i-mode, FOMA (partly included in the voice transmission income) and Quickcast.

Regional Communications Services Segment
The data transmission services of the regional communications services segment in fiscal 2003 expanded with ADSL services play-
ing the leading role in broadband’s rapid advance. 

NTT Group strengthened its competitiveness by aiming at still higher speeds with the introduction of a 12 Mbps option for
its “FLET’S ADSL” services and by reducing rates. In addition, services were commenced utilizing regional IP networks that enable
a variety of voice and video communications for customers using FLET’S services, as were services using wireless LAN technology
that enable connection to the Internet from outside the home just as if one were at home. To respond to the ever more diverse
wishes of customers accompanying the rapid growth of broadband, regional IP networks were broadened (inter-prefectural con-
nection within the regions where NTT East and NTT West offer services), and efforts were made to improve the convenience of
the various FLET’S services.

Total average monthly minutes
per subscriber 189 178 168

Aggregate ARPU(1) 8,650 8,480 8,120
Voice ARPU(2) 7,770 6,940 6,370
i-mode ARPU(3) 880 1,540 1,750

Year ended March 31

2001 2002 2003

(1) The aggregate ARPU is the total of voice ARPU plus i-mode ARPU as calculated in accordance with notes 2 and 3 to this
table.  This aggregate ARPU does not include non-i-mode related data packet (a “packet” is data that is divided into a small
block) transmission revenues. 
(2) Voice ARPU is calculated by (a) dividing total annual fixed monthly plan rates, usage rates and rates for optional value-added
services and features (excluding i-mode and other data services) by the number of cellular subscribers at the end of the previous
fiscal year plus the number of cellular subscribers at the end of the current annual period divided by two and (b) dividing that
by 12.  This calculation does not include revenues derived from packet communications services, including i-mode. 
(3) i-mode ARPU is calculated by (a) dividing total annual i-mode packet transmission and i-mode monthly fee revenues by the
number of cellular subscribers at the end of the previous fiscal year plus the number of cellular subscribers at the end of the
current annual period divided by two and (b) dividing that by 12.  The revenues do not include non-i-mode related data packet
transmission revenues.
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The number of subscribers to fixed rate IP services was as follows:

The total market share of “FLET’S ADSL” for both NTT East and NTT West was 36.4% as of the end of March 2003, a
decline of 4.3% from the previous year. NTT Group hopes to improve share by introducing a higher speed menu and limited
term discounts, and by relying on its strengths, such as its wide service area and free selection of an ISP.

Revenues for “FLET’S ADSL” and “B FLET’S” are included in part in the leased circuit revenues.

Long Distance Communications and International Services Segment
For data transmission services in the long distance communications and international services segment in fiscal 2003, the number
of subscribers to frame relay continued to decrease; however, the shift to IP services such as low-cost IP-VPN progressed.

With respect to OCN, NTT Communications strengthened price competitiveness, provided services that meet the diversifying
needs of users using broadband services, and strove to secure stable earnings and share.  

With the move to broadband and outsourcing as backdrop, there was further shifting away from frame relay to a low-cost,
new kind of Wide Area Network (“WAN”) market, including such services as IP-VPN, wide-range Ethernet and Internet VPN.  An
increasing number of subscribers cancelled frame relay services and the market shrank.

The following table shows the number of subscribers to data transmission services in the long distance communications and
international services segment:

Wireless Services Segment
Data transmission services in the wireless services segment are described in the section on “Voice Transmission Services—
Wireless Services Segment.”

Leased Circuit Services 
Operating revenues for fiscal 2003 from leased circuit services fell 7.5% from the previous year to ¥485 billion, or 4.4% of total
operating revenues. This service category includes conventional leased circuits, high-speed digital circuits, ATM circuits and other
services. These services are offered partly by NTT Group’s regional communications services segment and in part by the long dis-

(in thousands)

FLET’S ISDN:
NTT East 360 653 651
NTT West 360 651 621

FLET’S ADSL:
NTT East 17 513 1,430
NTT West 10 454 1,127

B FLET’S:
NTT East — 12 111
NTT West — 6 88

As of March 31

2001 2002 2003

(in thousands)

Packet exchange services 790 820 836
Frame relay/cell relay services 95 94 78
Facsimile communications network 1,351 1,345 1,384
OCN 2,302 3,039 3,504
IP-VPN 8 39 64

As of March 31

2001 2002 2003
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tance communications and international services segment.

Regional Communications Services Segment
For fiscal 2003, there was strong user demand for high-quality, highly-reliable leased circuit services in the regional communica-
tions services segment. However, overall, the shift in demand towards low-priced data transmission services has continued. While
demand had already been softening for conventional leased circuit services, high-speed digital transmission services and ATM
leased circuit services, which up to fiscal 2002 had enjoyed net growth, also suffered net losses.

With regard to conventional leased circuits, the trend toward net losses continued due to demand shift to other services
from the increasing availability of high-speed, digital user networks, resulting in a net loss of 73,000 circuits in fiscal 2003.

With regard to high-speed digital transmission services and ATM Mega Link services, these continued to have net gains
through fiscal 2002. In fiscal 2003, however, these suffered net losses, through the demand shift to data transmission services
that had higher speeds and were lower priced, such as “Mega Data Netz” and “Metro Ether,” offered by NTT East, and “Urban
Ether,” offered by NTT West, as well as to lower priced access methods, such as xDSL.  As a result, in fiscal 2003, high-speed dig-
ital transmission services suffered a net loss of 33,000 circuits, and ATM Mega Link services suffered a net loss of 1,563 circuits.

The following table shows the number of leased circuit subscribers in the regional communications services segment:

Long Distance Communications and International Services Segment
In fiscal 2003, in leased circuit services in the long distance communications and international services segment, a transition was
seen away from conventional leased circuit services and high-speed digital transmission services to low-priced leased circuit ser-
vices that offered transfer speeds in the hundreds of megabits or in the gigabit class. In addition, as the transition to a lower-
priced new type WAN market unfolded, with such services as IP-VPN, wide area Ethernet and Internet VPN, there was an overall
increase in cancellation of leased circuit services.

The following table shows the number of subscribers for leased circuit services in the long distance communications and
international services segment:

(in thousands)

Conventional circuits:

NTT East 386 342 301
NTT West 344 306 275

High-speed digital circuits:

NTT East 287 310 291
NTT West 238 261 247

ATM circuits:

NTT East 8 11 10
NTT West 5 8 7

As of March 31

2001 2002 2003

(in thousands)

Conventional circuits 27 21 17
High-speed digital circuits 47 48 42
ATM circuits 3 5 4

As of March 31

2001 2002 2003
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Telecommunications Equipment Sales
Operating revenues from telecommunications equipment sales in fiscal 2003 fell 12.7% from the previous year to ¥616 billion,
or 5.6% of overall operating revenues. Telecommunications equipment sales include sales by the regional communications ser-
vices segment, the long distance communications and international services segment, and the wireless services segment.

Regional Communications Services Segment
For fiscal 2003, telecommunications equipment sales in the regional communications services segment faced difficult market
conditions, due to the effects of the sluggish economy and the lowering of prices in the face of increasing competition in the
telecommunications sales equipment market. 

Long Distance Communications and International Services Segment
For fiscal 2003, telecommunications equipment sales in the long distance communications and international services segment
faced harsh market conditions, just as in the regional communications services segment.

Wireless Services Segment 
For fiscal 2003, sales of cellular handsets decreased 9.4% from the previous year.

Systems Integration
Operating revenues from systems integration in fiscal 2003 fell 8.9% compared with the previous year to ¥845 billion, or 7.7%
of overall operating revenues. Systems integration includes sales by the regional communications services segment, the long dis-
tance communications and international services segment, and the data communications services segment.

Data Communications Services Segment
In fiscal 2003, although systems integration income in the regional communications services segment and the long distance com-
munications and international services segment fell due to the weak economy, in the data communications services segment,
revenues increased as a result of the provision of systems to corporate clients in fields such as telecommunications, the aggres-
sive pursuit of business in the electronic national and local government fields, and the building and providing of a new financial
infrastructure. 

Miscellaneous Services
Miscellaneous services revenues principally comprise operating revenues from such activities as building-maintenance, real-estate
rental, systems development, leasing, and research and development.

Fiscal 2002 compared with fiscal 2001
Operating revenues in fiscal 2002 were ¥11,028 billion, an increase of 1.8% over the previous year. This reflects an increase in
the number of cellular subscribers due to the increased use of mobile multimedia services, such as i-mode, which offset the
effects of the weak economy on the fixed communications business and the lowering of rates due to increasing competition.
Operating expenses for fiscal 2002 were ¥10,966 billion, an increase of 9.6% over the previous year. While telecommunications
equipment sales costs and retail store fees decreased in connection with a decrease in telecommunications equipment sales,
reorganization related costs for NTT East and NTT West, restructuring related costs for Verio, and impairment of goodwill and
other intangible assets at Verio led to this increase.  As a result, operating income for fiscal 2002 was ¥62 billion, a decrease of
¥773 billion from the previous year.

Non-operating income for fiscal 2002 was a loss of ¥152 billion, a decrease of ¥622 billion from the previous year. This was
due primarily to the ¥517 billion recorded in fiscal 2001 from the proceeds of the public offering of NTT DoCoMo shares.

In fiscal 2002 it was determined that several affiliated companies, including KPN Mobile and AT&T Wireless, had suffered a
drop in stock prices that was other than temporary, and an equity investment loss was recorded of ¥669 billion, including an
impairment loss of ¥654 billion. In addition, NTT completed the transitional impairment test for existing goodwill as required by
SFAS 142 and determined that the fair value of Verio, including goodwill, was below its carrying amount.  Accordingly, NTT
recorded a net-of-tax transitional impairment loss for goodwill of ¥150 billion in the cumulative effect of accounting changes in
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the consolidated statement of income.  
As a result, the net loss for NTT Group in fiscal 2002 was ¥835 billion, compared with a net income in fiscal 2001 of ¥534

billion. 

Voice Transmission Services
Operating revenues from voice transmission services in fiscal 2002 decreased 3.9% to ¥6,996 billion, or 63.4% of overall operat-
ing revenues. 

Fixed Communications Services
Operating revenues from fixed communications services in fiscal 2002 decreased 11.0% to ¥3,640 billion. 

Regional Communications Services Segment
In fiscal 2002, the number of fixed line telephone subscribers decreased 1,351,000 to 50,738,000, while ISDN subscribers
increased by 323,000 to 11,150,000. With the sluggish economy, the number of fixed line telephone subscriptions declined;
however, the decline was softened by transfers away from ISDN services expansion due to the spread and expansion of ADSL
and other services.

The number of fixed line telephone and ISDN subscriptions for NTT East and NTT West were as follows: 

With the increasing competition resulting from the introduction of the MYLINE service in May 2001, local call rates were
reduced in January 2001 (NTT East only), and in May 2001 local call rates were further reduced and discount services were
expanded (both NTT East and NTT West). These rate reductions reduced the revenues for NTT East and NTT West by ¥115 billion. 

As of the end of March 2002, NTT East had a 70.9% market share and NTT West had a 75.8% market share in MYLINE reg-
istrations for intra-city calls, while NTT East had a 64.2% market share and NTT West had a 68.7% market share in MYLINE reg-
istration for intra-prefectural inter-city calls.

NTT East and NTT West’s total number of intra-prefectural calls fell from 58.03 billion in fiscal 2001 to 47.29 billion in fiscal
2002 and the time of intra-prefectural calls fell from 3,885 million hours in fiscal 2001 to 3,015 million hours in fiscal 2002. 

Market share for intra-prefectural calls for NTT East and NTT West combined fell from 95.5% in fiscal 2001 to 83.3% in fis-
cal 2002 for intra-city calls and from 68.6% in fiscal 2001 to 65.2% in fiscal 2002 for intra-prefectural and inter-city calls. This
reflects increasing competition resulting from entry into the local market by NCCs with the introduction of MYLINE services and
reduction in local telephone traffic as users moved away from dialup connections with the spread of fixed rate Internet access
services. 

Access charges for functions subject to calculation under the LRIC Methodology, which dominate usage of the public net-
works, declined from a level  of ¥4.95 per three minutes for GC interconnections and ¥7.65 per three minutes for ZC intercon-
nections in fiscal 2001 to a level of ¥4.60 per three minutes for GC interconnections and ¥5.88 per three minutes for ZC inter-

(in thousands)

(NTT East)
Telephone subscriptions 27,414 25,735 25,084
ISDN subscriptions(1) 3,995 5,731 5,851

INS-Net 64 3,507 5,000 5,303
INS-Net 1500 49 73 55

(NTT West)
Telephone subscriptions 28,032 26,354 25,654
ISDN subscriptions(1) 3,424 5,096 5,299

INS-Net 64 3,091 4,562 4,922
INS-Net 1500 33 53 38

As of March 31

2000 2001 2002

(1) Each INS-Net 1500 subscription is counted as 10 subscribers.
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connections in fiscal 2002. Revenues from access charges in fiscal 2002 were ¥249 billion for NTT East and ¥205 billion for NTT
West.  Based on fiscal 2001 traffic, the reduction in revenues from this reduction in access charges totaled approximately ¥46 bil-
lion for NTT East and approximately ¥44 billion for NTT West.

Long Distance Communications and International Services Segment
The voice transmission services market in the long distance communications and international services segment in fiscal 2002
continued to shrink due to the transition to cellular phones and the continued economic slump.

As with the regional communications services segment, inter-prefectural call rates were reduced and discount services
expanded in the long distance communications and international services segment in response to increasing competition due to
the introduction of MYLINE services in May 2001. Accordingly, as of the end of March 2002, the MYLINE registration market
share was 57.3% for inter-prefectural calls and 53.4% for international calls.

Meanwhile, NTT Communications attempted to create new traffic, by offering such new services as “Communications
Choice” which allows calls using mobile and fixed line phones designed in advance to be made at a discounted rate and “V
Portal,” voice Internet service using phones.  Nevertheless, because the market continued to shrink, the number of inter-prefec-
tural long distance calls fell 7.3% from the previous year to approximately 940 million.

Inter-prefectural traffic results were as follows:

MYLINE registration shares were as follows:

Mobile Communications Services
The number of NTT DoCoMo Group cellular subscribers, which was 36 million as of March 31, 2001, rose 13.2% by March 31,
2002 to 40.8 million.

Wireless Services Segment 
The number of service agreements in the wireless services segment is as follows:

Inter-prefectural
inter-city calls (billions) — — 9.5
Inter-prefectural
inter-city calls (billions of hours) — — 0.41

Fiscal Year ended March 31

2000 2001 2002

Inter-prefectural — 58.0% 57.3%
International — 54.1% 53.4%

As of March 31

2000 2001 2002

(in thousands)

Cellular services 29,356 36,026 40,694
FOMA services — — 89
i-mode services (1) 5,603 21,695 32,156
PHS services 1,441 1,812 1,922
Quickcast services 1,444 1,098 827

As of March 31

2000 2001 2002

(1) The number of i-mode subscribers includes subscribers to both cellular (32,075 thousand) and FOMA (81 thousand) services
as of March 31, 2002.
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The increase in subscribers and increase in cellular traffic that continued until recently offset the reduction in ARPU and
reduction in Quickcast revenues. Voice ARPU has declined over the past several years, primarily because of reduction in cellular
phone rates, the increase in subscribers to discount plans, an increase in low-volume subscribers, subscribers selecting i-mode
email over voice transmission, and a reduction in subscriber use related to the slowdown in consumer spending in Japan during
the prolonged economic slump. ARPU for the entire NTT DoCoMo Group in fiscal 2002 was ¥8,480, a reduction of 5.7% from
the ¥8,740 of fiscal 2000 and of 2.0% from the ¥8,650 of 2001. The main reason for the overall stabilization of ARPU is the off-
setting of the reduction in voice ARPU by the increase in i-mode ARPU.

The following table sets forth information regarding NTT DoCoMo Group’s monthly usage per subscriber and aggregate
ARPU:

Revenues from i-mode, part of FOMA and Quickcast are recorded in data transmission services revenues.

Data Transmission Services
Operating revenues in fiscal 2002 from data transmission services increased 75.2% over the previous year, to ¥1,039 billion, or
9.4% of operating revenues.

Regional Communications Services Segment
In fiscal 2002, with broadband access rapidly spreading and prices falling, NTT responded to users’ needs by expanding fixed rate
IP services and lowering rates for data transmission services in the regional communications services segment. Specific steps
taken included expansion of service area for “FLET’S ISDN” and “FLET’S ADSL,” as well as the addition, in December 2001, of a
new type of “FLET’S ADSL” service having a maximum transfer rate of 8Mbps. In addition, NTT began offering on a full scale “B-
FLET’S,” an optical Internet access service, in August 2001, and in an effort to encourage greater usage, NTT lowered rates and
expanded service options.

Total average monthly minutes
per subscriber 177 189 178

Aggregate ARPU(1) 8,740 8,650 8,480
Voice ARPU(2) 8,620 7,770 6,940
i-mode ARPU(3) 120 880 1,540

Year ended March 31

2000 2001 2002

(1) The aggregate ARPU is the total of voice ARPU plus i-mode ARPU as calculated in accordance with notes 2 and 3 to this
table.  This aggregate ARPU does not include non-i-mode related data packet (a “packet” is data that is divided into a small
block) transmission revenues. 
(2) Voice ARPU is calculated by (a) dividing total annual fixed monthly plan rates, usage rates and rates for optional value-added
services and features (excluding i-mode and other data services) by the number of cellular subscribers at the end of the previous
fiscal year plus the number of cellular subscribers at the end of the current annual period divided by two and (b) dividing that
by 12.  This calculation does not include revenues derived from packet communications services, including i-mode. 
(3) i-mode ARPU is calculated by (a) dividing total annual i-mode packet transmission and i-mode monthly fee revenues by the
number of cellular subscribers at the end of the previous fiscal year plus the number of cellular subscribers at the end of the
current annual period divided by two and (b) dividing that by 12.  Such revenues do not include non-i-mode related data packet
transmission revenues. 
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The following table shows fixed rate IP services subscribers:

“FLET’S ADSL” for both NTT East and NTT West total had a market share of 65.5% as of July 2001, but with entry into the
market of competitors offering low prices, market share fell, hitting 40.7% as of the end of March 2002.

Revenues for “FLET’S ADSL” and “B FLET’S” are included in part in the leased circuit revenues.

Long Distance Communications and International Services Segment
For data transmission services in the long distance communications and international services segment in fiscal 2002, the number
of subscribers for frame relay services fell, as customers shifted to lower-priced IP services such as IP-VPN. 

With respect to OCN services, NTT responded to the launch of B-FLET’S, began to offer “OCN Voice Mode” services that can
integrate voice and data communications, and launched “Super OCN ADSL Access” services targeted at the corporate market to
provide high-quality, low-cost broadband access. In addition, by responding to competition by lowering rates, NTT was able to
secure stable market share and revenues, so that revenues and expenditures virtually balanced each other out.

The following table shows the number of subscribers to data transmission services in the long distance communications and
international services segment:

Wireless Services Segment
Data transmission services in the wireless services segment are described in the section on “Voice Transmission Services—
Wireless Services Segment.”

Leased Circuit Services
Operating revenues from leased circuit services in fiscal 2002 fell 6.8% from the previous year to ¥524 billion, or 4.8% of total
operating revenues.

(in thousands)

FLET’S ISDN:
NTT East 360 653
NTT West 360 651

FLET’S ADSL:
NTT East 17 513
NTT West 10 454

B-FLET’S:
NTT East — 12
NTT West — 6

As of March 31

2001 2002

(in thousands)

Packet exchange services 460 790 820
Frame relay services(1) 75 94 93
Cell relay services(1) 301 851 1,209
Facsimile communications network 1,307 1,351 1,345
OCN 1,147 2,302 3,039
IP-VPN — 8 39

As of March 31

2000 2001 2002

(1) The method of calculating the number of frame relay and cell relay circuits changed starting in fiscal 2002.
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Regional Communications Services Segment
In fiscal 2002, for leased circuit services in the regional communications services segment, as Internet use grew and IT technology
developed rapidly, the number of subscribers to high-speed digital transmission services and ATM Mega Link service grew steadi-
ly.  Accordingly, subscribers to conventional leased circuit services moved to high-speed digital transmission services.

The following table shows the number of leased circuit subscribers in the regional communications services segment:

Long Distance Communications and International Services Segment
For fiscal 2002, in the long distance communications and international services segment, the number of customers who ended
their service agreements increased, due to corporate mergers, bankruptcies and elimination of offices arising from the weak
economy.  In addition, customers continued to shift to low-priced IP services such as IP-VPN, and unit prices continued to fall.

The following table shows the number of subscribers for leased circuit services in the long distance communications and
international services segment:

Telecommunications Equipment Sales
In fiscal 2002, operating revenues from telecommunications equipment sales fell 11.1% from the previous year to ¥706 billion,
or 6.4% of total operating revenues.

Regional Communications Services Segment
For fiscal 2002, market conditions were difficult for telecommunications equipment sales in the regional communications services
segment due to the effects of the continuing economic downturn and lower sale prices resulting from increased competition in
the telecommunications equipment market.

Long Distance Communications and International Services Segment
For fiscal 2002, just as in the regional communications services segment, market conditions were difficult for telecommunications
equipment sales in the long distance communications and international services segment.

(in thousands)

Conventional circuits 35 27 21
High-speed digital circuits 40 47 48
ATM circuits 2 3 5

As of March 31

2000 2001 2002

(in thousands)

Conventional circuits
NTT East 440 386 342
NTT West 385 344 306

High-speed digital circuits
NTT East 234 287 310
NTT West 196 238 261

ATM Leased circuits
NTT East 4 8 11
NTT West 2 5 8

As of March 31

2000 2001 2002
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Wireless Services Segment
For fiscal 2002, telecommunications equipment sales in the wireless services segment decreased 9.3% over the previous year to
¥506 billon.

Systems Integration
Operating revenues in fiscal 2002 for systems integration fell 10.3% from the previous year to ¥928 billion, or 8.4% of total
operating revenues.

Data Communications Services Segment
For fiscal 2002, NTT’s data communications services continued to offer stable services for large scale systems. NTT also strove to
expand functions and develop new peripheral businesses, and aggressively sought to develop outsourcing businesses. 

Segment Information

On April 1, 1998, NTT adopted SFAS 131. SFAS 131 requires public business enterprises to report certain information about
operating segments in their financial statements and also requires that they report certain information about their products and
services, the geographic areas in which they operate and their major customers.  As a result of the application of SFAS 131,
NTT’s results are now segmented according to five primary lines of business: regional communications services, long distance
communications and international services, wireless services, data communications services and other services. 

The regional communications services segment comprises mainly voice transmission services, data transmission services,
leased circuit services, telecommunications equipment sales, systems integration and other services.

The long distance communications and international services segment comprises mainly voice transmission services, data
transmission services, leased circuit services, telecommunications equipment sales, systems integration and other services.

The wireless services segment comprises mainly voice transmission services, data transmission services, telecommunications
equipment sales and other services.

The data communications services segment comprises systems integration.
The other services segment principally comprises operating revenues from such activities as building-maintenance,

real–estate rental, systems development, leasing, and research and development.
In the year ended March 31, 2003, NTT–ME Corporation, NTT Directory Services Co., and 10 other NTT Group companies

have been reclassified from the other services segment to the regional communications services segment.  Verio and 11 other
companies have been reclassified from the other services segment to the long distance communications and international ser-
vices segment.  

Fiscal 2003 compared with fiscal 2002
Regional Communications Services Segment
Operating revenues in the regional communications services segment decreased 5.1% to ¥4,843 billion. Growth in IP-related ser-
vices such as “FLET’S ADSL” and “B-FLET’S” could not offset (1) reduced revenues from fixed communications services due to
the shift to mobile, increased competition for local and other services, and reduction in interconnection charges; (2) reduced rev-
enues from leased circuits from the shift to IP and increased competition in the Tokyo Metropolitan area; and (3) reduced rev-
enues from systems integration, such as communications systems for corporate clients, due to the sluggish economy.

With regard to operating expenses, because of a broad effort to reduce overall expenses, including reduced personnel, non-
personnel and facility-related expenses achieved through structural reforms and more efficient capital investment, operating
expenses fell ¥1,124 billion from the previous year to ¥4,676 billion. In fiscal 2002, retirement and pension-related expenses of
¥556 billion were recorded because of structural reforms and special retirement bonuses paid to employees choosing voluntary
retirement.

Accordingly, operating profit in the regional communications services segment for fiscal 2003 increased ¥861 billion over the
previous year to ¥169 billion.
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Long Distance Communications and International Services Segment
Operating revenues in the long distance communications and international services segment for fiscal 2003 fell 7.4% to ¥1,233
billion. While OCN subscribers increased to 3.5 million and IP-VPN, data centers and other services for corporate users and new
IP-related services expanded, this could not offset (1) reduced revenues from business communications systems integration due
to the weak economy; (2) reduced revenues from leased and digital data exchange (“DDX”) packet services due to service migra-
tion; and (3) continuing reduced revenues from telephone and other voice transmission services due to competition from mobile
and other competing services and the penetration of discount services.

With regard to operating expenses, ¥37 billion was recorded in temporary amortization costs relating to Verio goodwill and
other intangible assets.  However, because of a reduction in facility-related costs from facility sharing and reducing or eliminating
old facilities and reduction in operations-related costs through streamlining and wage adjustments, operating expenses were
reduced by ¥444 billion to a total of ¥1,184 billion. In fiscal 2002, a valuation loss of ¥232 billion was recorded for goodwill and
other intangible assets in relation to the review of the Verio business plan.

Accordingly, operating profit for fiscal 2003 in the long distance communications and international services segment
increased ¥346 billion over the previous year to ¥49 billion.

Wireless Services Segment
Operating revenues in the wireless services segment increased 3.2% in fiscal 2003 to ¥4,809 billion.  While growth in income
from cellular phones was sluggish, use of i-mode for data communications remained strong. Operating expenses increased 2.9%
to ¥3,752 billion due mainly to an increase in the depreciation cost of FOMA services related equipment (software and machine
and equipment). Accordingly, operating profit in the wireless services segment increased 4.2% over the previous year to ¥1,057
billion.

Data Communications Services Segment
For fiscal 2003, operating revenues in the data communications services segment increased 3.8% over the previous year to ¥832
billion. This resulted from NTT’s providing systems to corporate clients in fields such as telecommunications and NTT’s aggressive
pursuit of business in the electronic national and local government fields and the building and providing of a new financial infra-
structure.

Operating expenses for fiscal 2003 in the data communications services segment increased 3.4% over the previous year to
¥773 billion. This resulted from amortization costs for large-scale systems, despite efforts to use sales costs and general adminis-
trative costs more efficiently and continuous efforts to reduce the cost of goods in the face of increasing competition.

Accordingly, operating profit for fiscal 2003 in the data communications services segment increased 9.3% over the previous
year to ¥59 billion.

Fiscal 2002 compared with fiscal 2001
Regional Communications Services Segment
Operating revenues in the regional communications service segment for fiscal 2002 decreased 7.7% from the previous year to
¥5,106 billion.  This was due to the effect of a drop in the number of fixed line telephone subscribers, reductions in access
charges, increased competition, and reduced rates through the introduction of MYLINE services, despite increased revenues from
Internet access services such as ISDN and “FLET’S ADSL” due to increased demand.

Operating expenses increased 3.7% over the previous year to ¥5,797 billion. Despite the reduction in overall expenses,
including reduced personnel, non-personnel and depreciation-related costs, retirement and pension-related expenses rose
because of structural reform and special retirement bonuses paid to employees choosing voluntary retirement.

Accordingly, operating loss in the regional communications services segment for fiscal 2002 increased ¥634 billion over the
previous year to ¥692 billion.

Long Distance Communications and International Services Segment
For fiscal 2002, operating revenues in the long distance communications and international services segment fell 4.4% to ¥1,332
billion. This was due primarily to (1) a reduction in revenues from voice transmission services due to the shift to cellular phones
and market shrinkage caused by continued weakness in the economy; and (2) a reduction in revenues from leased circuit and
data transmission services due to lower prices from the shift to IP services and reduced spending by corporations on telecommu-
nications because of deflation.

Meanwhile, operating expenses increased ¥251 billion over the previous year to ¥1,332 billion. Despite success in efforts to
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reduce costs across the board and reductions in telecommunications facility use fees resulting from a reduction in sales, this was
more than offset by the evaluation loss of ¥232 billion recorded for goodwill and other intangible assets in relation to the review
of the Verio business plan.

Accordingly, operating loss for fiscal 2002 in the long distance communications and international services segment fell ¥312
billion from the previous year to ¥296 billion.

Wireless Services Segment 
Operating revenues from the wireless services segment increased 11.5% in fiscal 2002 to ¥4,659 billion.  This was due to an
increase in subscribers and a steady growth in data communications using i-mode.

Operating expenses increased 7.8% to ¥3,645 billion due to an increase in depreciation and amortization of equipment and
software related to FOMA services.

Accordingly, operating profit in the wireless services segment increased 27.5% over the previous year to ¥1,014 billion.

Data Communications Services Segment
For fiscal 2002, operating revenues in the data communications services segment increased 1.9% over the previous year to ¥802
billion. This resulted from NTT’s continued efforts to provide stable services for large-scale systems, expand functions and develop
periphery businesses as well as NTT Data’s aggressive development of outsourcing businesses.

Operating expenses for fiscal 2002 in the data communications services segment increased 2.4% over the previous year, to
¥748 billion. This resulted from an increase in sales costs and general administrative costs, despite efforts to raise productivity by
standardizing system development procedures.

Accordingly, operating profit in the data communications services segment fell 3.7% from the previous year to ¥54 billion.

Liquidity and Capital Resources

Fiscal 2003 compared with fiscal 2002
Financing and Capital Resources
Net cash provided by operating activities in fiscal 2003 amounted to ¥2,439 billion compared with ¥2,313 billion in fiscal 2002,
reflecting, in part, an increase in net income. Net income amounted to ¥233 billion in fiscal 2003, increasing by ¥1,068 billion
compared with that in fiscal 2002 since no restructuring charge was expensed in fiscal 2003.

NTT Group mainly used cash provided by operating activities to acquire property, plants and equipment, to repay interest-
bearing debt, and to pay dividends. Net cash used in investing activities in fiscal 2003 was ¥1,987 billion compared with ¥2,376
billion in fiscal 2002. This decrease was primarily due to a decrease in payments for property, plants and equipment, and a
decrease in payments for purchase of investments.

Net cash used in financing activities amounted to ¥454 billion in fiscal 2003 compared with net cash provided by financing
activities, which amounted to ¥457 billion in fiscal 2002. The increase of cash used in financing activities was primarily due to the
increase in payments for settlement of long-term debt and short-term borrowings, and repurchase of own Shares. The total
amount of capital raised in fiscal 2003 from issuance of long-term debt was ¥1,065 billion, decreasing by approximately ¥686
billion compared with that in fiscal 2002. This amount included corporate bond offerings denominated in both yen and U.S. dol-
lars. There was also a net decrease in short-term borrowings and other of ¥241 billion in fiscal 2003. For a further description of
NTT Group’s debt, see Note 10 to the Consolidated Financial Statements. 

The ratio of interest-bearing debt (short-term borrowings and long-term debt) to shareholders’ equity stood at 118.7% on
March 31, 2003 compared with 116.0% at the previous fiscal year-end.

NTT Group believes available cash from operations, future borrowings NTT Group will make from banks and other financial
institutions, or future offerings of equity capital or debt securities in the capital markets will provide sufficient financial resources
to meet NTT Group’s currently anticipated capital and other expenditure requirements and to satisfy NTT Group’s debt service
requirements. The actual amount of NTT Group’s financing requirements will depend on its future performance, market condi-
tions, and other factors, many of which are beyond NTT’s control and therefore cannot be predicted with certainty. 

Liquidity
As of March 31, 2003, NTT Group had cash, cash equivalents and short-term investments with principal maturities of less than
three months of ¥1,313 billion compared with ¥1,319 billion at the end of a previous year. Cash equivalents represent a tempo-
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rary cash surplus used to repay debts and make capital investments, and are used for working capital. Accordingly, the balance
of cash equivalents fluctuates each fiscal year depending on particular funding and working capital requirements.

Capital Investments
Capital investments for property, plants, and equipment and intangible assets computed on the basis of cash and other consider-
ation paid during fiscal 2003 were ¥2,044 billion and decreased by ¥257 billion compared with ¥2,301 billion in fiscal 2002. NTT
Group mainly invested its capital to expand IP services such as ADSL and its related services as well as broadband services such as
mobile communications services including FOMA. In addition, NTT Group efficiently continued to invest in fixed line telephone
networks and services related to PDC systems in order to maintain the quality of services.  

Contractual Obligations
The following table summaries NTT’s existing contractual obligations for future debt repayments as of March 31, 2003:

See Note 10 to the Consolidated Financial Statements for details.

As of March 31, 2003, NTT Group had outstanding commitments for the purchase of property, plants and equipment of
approximately ¥358 billion, principally reflecting capital investments for fiscal 2003. NTT Group expects to fund such commit-
ments with cash provided by operating activities.

Fiscal 2002 compared with fiscal 2001
Financing and Capital Resources 
Net cash provided by operating activities in fiscal 2002 amounted to ¥2,313 billion, compared with ¥3,009 billion in fiscal 2001,
reflecting, in part, a decrease in deferred taxes in fiscal 2002. 

Net income decreased ¥1,368 billion from ¥534 billion in fiscal 2001 to a loss of approximately ¥835 billion in fiscal 2002,
but after considering non-cash items such as cumulative effect of accounting changes, write-downs of goodwill and other intan-
gibles assets and equity in losses of affiliated companies, the decrease in net income was not as significant. 

NTT Group used cash provided by operating activities to acquire property, repay interest-bearing debt, make investments in
affiliates and pay dividends. Net cash used in investing activities in fiscal 2002 was ¥2,376 billion compared with ¥5,067 billion in
fiscal 2001. This decrease was primarily from a decrease in payments for purchase of investments and capital investments for
fixed line telephone services.

Cash provided by financing activities amounted to ¥457 billion in fiscal 2002 compared with ¥1,774 billion in fiscal 2001.
This decrease was primarily from a decrease in equity financing in fiscal 2002. The total amount of capital raised in fiscal 2002
from issues of long-term debt was ¥1,752 billion. This amount included corporate bond offerings denominated in both yen and
U.S. dollars. There was also a net decrease in short-term borrowings and other of ¥371 billion in fiscal 2002. For a further
description of NTT Group’s debt, see Note 10 to the Consolidated Financial Statements.

The ratio of interest-bearing debt (short-term borrowings and long-term debt) to shareholder’s equity stood at 116.0% on
March 31, 2002 compared with 91.8% at the previous fiscal year-end.

Liquidity
As of March 31, 2002, NTT Group had cash, cash equivalents and short-term investments with principal maturities of less than
three months of ¥1,319 billion, compared with ¥901 billion a year earlier.  Cash equivalents represent a temporary cash surplus
used to repay debts and make capital investments, and are used for working capital. Accordingly, the balance of cash equivalents
fluctuates each fiscal year depending on particular funding and working capital requirements.

Capital Investments 
Capital investments for property, plants and equipment and intangible assets computed on the basis of cash and other consider-

Contractual Obligations Total 1 year 1-3 years 4-5 years 5 years
Bonds ¥3,219,321 ¥214,613 ¥   590,249 ¥   916,587 ¥1,497,872
Bank loans 3,059,470 606,856 1,240,557 406,836 805,221
Total ¥6,278,791 ¥821,469 ¥1,830,806 ¥1,323,423 ¥2,303,093

Payments Due by Period
(millions of yen)

Less than After
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ation paid during fiscal 2002 were ¥2,301 billion compared with ¥2,848 billion in fiscal 2001, reflecting, primarily, a decrease in
investments for fixed line telephone services. Investments consisted principally of opticalization of access networks and the
expansion and upgrading of IP services such as ADSL or OCN, and mobile communications including i-mode and the 3G system.

Research and Development
Research and development costs are recorded as expenses as they arise.  Research and development costs for the fiscal years
ended March 31, 2001, March 31, 2002, and March 31, 2003, were, respectively, ¥406 billion, ¥391 billion and ¥396 billion.

The following table shows an outline of research and development costs by segment for fiscal 2003:

Future Prospects 

In the field of information technology and telecommunications, the market is entering a period of significant change, which will
see an increasing use of broadband technology to achieve the high-speed transmission of large volumes of information and the
continued rapid development of a ubiquitous communication allowing users to send and receive information anywhere and at
any time. In addition, expectations are growing that Japan’s industrial competitiveness will strengthen and the quality of life for
the Japanese people will improve through the use of IT.

It is expected that conditions will remain difficult in terms of revenues for fixed line services due to the shift in demand to
mobile communications and the full-scale implementation of VoIP services. NTT Group will strive to increase revenues through
the growth of fixed rate IP products and to cut costs by, for example, reducing personnel costs through attrition. In addition,
with regard to mobile communications services, while the increase in cellular phones has slowed, NTT will strive for further
growth in i-mode, an increase in subscribers through the full-scale transition of FOMA to 3G technology, and advances in i-appli
and i-motion technology. 

Forward-Looking Statements

The consolidated financial results forecasts in this report are forward-looking statements about the future performance of NTT
which are based on the assumptions, estimates, judgments, projections and beliefs of the management of the Company in light
of the information currently available to it. The projected numbers in this report were derived using certain assumptions that are
indispensable for making projections in addition to historical facts that have been acknowledged accurately. Risks and uncertain-
ties inherent in future projections, the Company's future business operation, the state of the economy in Japan and abroad, pos-
sible fluctuations in the securities markets and other changes in circumstances could cause the Company's actual results to differ
materially from the projected figures above.

Regional Communications Services(1) ¥200,338 $1,669
Long Distance Communications and International Services(2) 32,881 274
Wireless Services(3) 126,229 1,052
Data Communications Services(4) 18,224 152
Other Services(5) 201,329 1,678

Sub-total 579,001 4,825
Internal Transactions 183,035 1,525

Total ¥395,966 $3,300

Year ended March 2003

(in millions of yen) (in millions of dollars)

(1) Research and development for development of broadband services, increased access services to meet diversifying user
needs, high value-added services and others.
(2) Development for high-added value services in fields ranging from IP networks to platforms and others. 
(3) Research and development for expanded FOMA services, research and development for providing more advanced diversified
services, basic research for development of future mobile communications services and others.
(4) Research and development for the three priority fields of new business promotion, strengthening competitiveness in systems
integration, basic technology development for the future and others.
(5) Research and development for shared technology for achieving telecommunications systems and new services, research and
development relating to new principles, new parts and new materials that will bring about innovations in network services and
others.
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ASSETS

Current assets:

Cash and cash equivalents (Note 5) ¥1,319,185 ¥1,313,066 $10,942

Notes and accounts receivable, trade (Note 4) 2,164,991 1,773,812 14,782

Allowance for doubtful accounts (43,005) (41,981) (350)

Inventories (Note 6) 193,685 179,072 1,492

Prepaid expenses and other current assets 378,139 494,096 4,118

Deferred income taxes (Note 13) 274,760 231,611 1,930

Total current assets 4,287,755 3,949,676 32,914

Property, plant and equipment (Notes 2 and 17):

Telecommunications equipment 13,503,215 13,697,334 114,144

Telecommunications service lines 12,102,031 12,302,142 102,518

Buildings and structures 5,403,192 5,497,800 45,815

Machinery, vessels and tools 1,964,070 1,982,720 16,523

Land 802,083 829,437 6,912

Construction in progress 391,023 374,499 3,121

34,165,614 34,683,932 289,033

Accumulated depreciation (22,667,928) (23,626,024) (196,884)

11,497,686 11,057,908 92,149

Investments and other assets:

Investments in affiliated companies (Notes 7 and 23) 1,258,663 448,809 3,740

Marketable securities and other investments (Note 8) 182,771 195,959 1,633

Goodwill, net (Notes 9 and 20) 106,209 204,062 1,701

Other intangibles, net (Notes 9 and 11) 1,471,149 1,369,604 11,413

Other assets (Notes 10 and 11) 550,793 607,162 5,059

Deferred income taxes (Note 13) 2,069,780 1,950,420 16,254

5,639,365 4,776,016 39,800

¥21,424,806 ¥19,783,600 $164,863

The accompanying notes are an integral part of these statements.

2002 2003 2003
Millions of yen

Millions of
U.S. dollars

(Note 3)

CONSOLIDATED BALANCE SHEETS
Nippon Telegraph and Telephone Corporation and its subsidiaries 
Year ended March 31
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LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Short-term borrowings (Note 10) ¥600,505 ¥411,891 $3,433

Current portion of long-term debt (Notes 10 and 22) 755,112 821,469 6,846

Accounts payable, trade (Note 4) 1,415,306 1,359,527 11,329

Accrued payroll (Note 12) 674,867 570,399 4,753

Accrued interest 31,176 23,879 199

Accrued taxes on income 343,485 211,607 1,763

Accrued consumption tax (Note 14) 74,580 78,886 657

Advances received 50,884 62,383 520

Other (Notes 12, 13 and 17) 186,077 226,350 1,886

Total current liabilities 4,131,992 3,766,391 31,386

Long-term liabilities:

Long-term debt (Notes 10 and 22) 5,445,166 5,457,322 45,478

Obligations under capital leases (Note 17) 329,689 309,132 2,576

Liability for employees' severance payments (Notes 11 and 12) 3,264,791 2,506,535 20,888

Other (Note 13) 878,755 580,316 4,836

9,918,401 8,853,305 73,778

Minority interest in consolidated subsidiaries 1,509,361 1,526,309 12,719

Shareholders' equity (Note 15):

Common stock, no par value -

Authorized -

62,322,590 shares in 2002 and 62,120,445 shares in 2003

Issued and outstanding -

16,134,590 shares in 2002 and 15,932,445 shares in 2003 937,950 937,950 7,816

Additional paid-in capital 2,669,736 2,669,736 22,248

Retained earnings 2,181,491 2,246,996 18,725

Accumulated other comprehensive income (loss) (Notes 8, 11 and 22) 75,974 (217,083) (1,809)

Treasury stock, at cost -

215 shares in 2002 and 9 shares in 2003 (99) (4) (0)

5,865,052 5,637,595 46,980

Commitments and contingent liabilities (Note 23)

¥21,424,806 ¥19,783,600 $164,863

The accompanying notes are an integral part of these statements.

2002 2003 2003
Millions of yen

Millions of
U.S. dollars

(Note 3)



42

Operating revenues (Note 4):
Voice transmission services: ¥7,282,599 ¥6,996,482 ¥6,712,044 $55,934

Fixed communications 4,089,073 3,639,833 3,330,216 27,752
Mobile communications 3,193,526 3,356,649 3,381,828 28,182

Data transmission services 592,712 1,038,642 1,262,644 10,522
Leased circuit 490,876 524,326 485,004 4,041
Sale of telecommunication equipment (Note 2) 794,414 706,334 616,436 5,137
System integration 1,034,206 927,656 844,677 7,039
Miscellaneous 641,981 834,313 1,002,341 8,353

10,836,788 11,027,753 10,923,146 91,026
Operating expenses (Notes 4, 12 and 18):

Personnel (Note 11) 2,470,289 2,371,695 2,139,394 17,828
Cost of services and equipment sold, and selling, 

general and administrative expenses
(exclusive of personnel expenses above) (Note 2) 4,570,880 4,841,218 4,501,693 37,514

Depreciation, amortization and loss on disposal of 
property, plant and equipment (Note 9) 2,750,161 2,670,906 2,649,942 22,083

Write-down of goodwill and other intangible assets (Note 9) — 231,804 36,941 308
Restructuring charge (Note 12) — 639,214 — —
Other 210,652 211,382 231,619 1,930

10,001,982 10,966,219 9,559,589 79,663
Operating income 834,806 61,534 1,363,557 11,363
Other expenses (income):

Interest and amortization of bond discounts and issue costs (Note 2) 165,934 142,280 129,811 1,082
Interest income (33,383) (30,684) (26,321) (220)
Gains on sales of subsidiary stock (Notes 19 and 20) (516,599) — (138,718) (1,156) 
Gains on sales of investments in affiliated company (Note 7) (76,100) — — —
Other, net (Notes 8 and 21) (10,203) 40,396 (6,240) (52)

(470,351) 151,992 (41,468) (346)
Income (loss) before income taxes 1,305,157 (90,458) 1,405,025 11,709
Income tax expense (benefit) (Note 13):

Current 524,933 544,625 392,973 3,275
Deferred 67,273 (618,004) 311,298 2,594

592,206 (73,379) 704,271 5,869
Income (loss) before minority interest, equity in earnings (losses) of 

affiliated companies and cumulative effect of accounting changes 712,951 (17,079) 700,754 5,840
Minority interest in consolidated subsidiaries (161,324) 977 (114,980) (958)
Equity in earnings (losses) of affiliated companies (including write-

down of ¥653,751 million and ¥319,564 million ($2,663 million),
net of income taxes, in affiliates in 2002 and 2003) (Note 7) (17,808) (668,688) (329,536) (2,746)

Income (loss) before cumulative effect of accounting changes 533,819 (684,790) 256,238 2,136
Cumulative effect of accounting changes (net of income taxes of ¥108,534 

million and ¥25,852 million ($215 million) in 2002 and 2003 and net of 
minority interest of ¥12,836 million ($107 million) in 2003) (Note 2) — (149,882) (22,880) (191)

Net income (loss) ¥533,819 ¥(834,672) ¥233,358 $1,945

Per share of common stock:
Income (loss) before cumulative effect of accounting changes ¥33,465.58 ¥(42,442.49) ¥15,975.52 $133.13
Cumulative effect of accounting changes — (9,289.51) (1,426.49) (11.89)
Net income (loss) 33,465.58 (51,732.00) 14,549.03 121.24
Cash dividends, applicable to earnings for the year (Note 15) 5,000.00 5,000.00 5,000.00 41.67

The accompanying notes are an integral part of these statements.

2001 2002 2003 2003
Millions of yen

Millions of
U.S. dollars

(Note 3)

2001 2002 2003 2003
yen

U.S. dollars
(Note 3)

CONSOLIDATED STATEMENTS OF INCOME
Nippon Telegraph and Telephone Corporation and its subsidiaries 
Year ended March 31
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Common stock (Note 15):
At beginning of year ¥795,600 ¥937,950 ¥937,950 $7,816
Issuance of common stock 142,350 — — —
At end of year 937,950 937,950 937,950 7,816

Additional paid-in capital (Note 15):
At beginning of year 2,530,476 2,669,736 2,669,736 22,248
Issuance of common stock 139,260 — — —
At end of year 2,669,736 2,669,736 2,669,736 22,248

Retained earnings (Note 15):
At beginning of year 2,648,286 3,096,836 2,181,491 18,179
Appropriations -

Cash dividends (39,587) (40,336) (40,336) (336)
Interim distribution -

Cash dividends (39,586) (40,337) (40,335) (336)
Net income (loss) 533,819 (834,672) 233,358 1,945
Purchase and retirement of common stock — — (87,182) (727)
Other change (6,096) — — —
At end of year 3,096,836 2,181,491 2,246,996 18,725

Accumulated comprehensive income (loss)
(Notes 8, 11, 15 and 22):
At beginning of year 40,262 51,641 75,974 633
Other comprehensive income (loss) 11,379 24,333 (293,057) (2,442)
At end of year 51,641 75,974 (217,083) (1,809)

Treasury stock, at cost (Note 15)
At beginning of year (51) (9) (99) (1)
Net change in treasury stock 42 (90) 95 1
At end of year (9) (99) (4) (0)

Shareholders' equity at end of year ¥6,756,154 ¥5,865,052 ¥5,637,595 $46,980

Summary of total comprehensive income (loss) (Note 15):
Net income (loss) ¥533,819 ¥(834,672) ¥233,358 $1,945
Other comprehensive income (loss) (Notes 8, 11, 15 and 22) 11,379 24,333 (293,057) (2,442)

Comprehensive income (loss) ¥545,198 ¥(810,339) ¥(59,699) $(497)

The accompanying notes are an integral part of these statements.

2001 2002 2003 2003
Millions of yen

Millions of
U.S. dollars

(Note 3)

Nippon Telegraph and Telephone Corporation and its subsidiaries 
Year ended March 31
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Cash flows from operating activities:

Net income (loss) ¥533,819 ¥(834,672) ¥233,358 $1,945

Adjustments to reconcile net income (loss) to

net cash provided by operating activities -

Depreciation and amortization (Note 9) 2,468,956 2,435,587 2,377,764 19,815

Deferred taxes (Note13) 67,273 (618,004) 311,298 2,594

Minority interest in consolidated subsidiaries 161,324 (977) 114,980 958

Cumulative effect of accounting changes (Note 2) — 149,882 22,880 191

Write-down of goodwill and other intangible assets (Note 9) — 231,804 36,941 308

Loss on disposal of property, plant and equipment 207,244 171,918 225,282 1,877

Gains on sales of subsidiary stock (Notes 19 and 20) (516,599) — (138,718) (1,156)

Gains on sales of investments in affiliated company (Note 7) (76,100) — — —

Equity in (earnings) losses of affiliated companies (Note 7) 17,808 668,688 329,536 2,746

(Increase) decrease in notes and accounts receivable, trade (479,274) 25,200 389,570 3,246

(Increase) decrease in inventories (26,885) 28,436 7,267 61

(Increase) decrease in other current assets 156,104 21,224 (111,458) (929)

Increase (decrease) in accounts payable, 

trade and accrued payroll (Note 12) 427,463 (248,815) (39,205) (327)

Increase (decrease) in accrued consumption tax 25,556 (46,029) 4,309 36

Increase (decrease) in accrued interest (4,100) (4,956) (7,284) (61)

Increase (decrease) in advances received (21,681) (14,169) 11,542 96

Increase (decrease) in accrued taxes on income (24,470) 9,326 (131,879) (1,099)

Increase (decrease) in other current liabilities (Note 12) 59,161 (38,227) 52,904 441

Increase (decrease) in liability for employees' severance 

payments, net of deferred pension costs (Note 12) (43,059) 199,911 (1,193,281) (9,944)

Increase (decrease) in other long-term liabilities 62,086 53,280 22,288 186

Other (Note 8) 14,177 123,622 (79,578) (663)

Net cash provided by operating activities 3,008,803 2,313,029 2,438,516 20,321

Cash flows from investing activities:

Payments for property, plant and equipment (2,518,785) (2,051,676) (1,725,536) (14,379)

Proceeds from sale of property, plant and equipment 25,866 14,810 89,572 746

Payments for purchase of investments (1,922,849) (128,713) (61,786) (515)

Proceeds from sale of marketable equity securities and 

other investments (Note 8) 169,847 38,927 28,868 241

Acquisition of intangible and other assets (329,031) (249,068) (318,135) (2,651)

Purchase of subsidiary net of cash acquired (Note 9) (491,573) — — —

Net cash used in investing activities (5,066,525) (2,375,720) (1,987,017) (16,558)

The accompanying notes are an integral part of these statements.

2001 2002 2003 2003
Millions of yen

Millions of
U.S. dollars

(Note 3)

CONSOLIDATED STATEMENTS OF CASH FLOWS
Nippon Telegraph and Telephone Corporation and its subsidiaries 
Year ended March 31
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Cash flows from financing activities:

Proceeds from issuance of long-term debt ¥1,015,206 ¥1,751,665 ¥1,065,248 $8,877

Payments for settlement of long-term debt (871,018) (842,471) (1,024,229) (8,535)

Dividends paid (79,173) (80,673) (80,671) (672)

Proceeds from issuance of common stock 281,610 — — —

Purchase and retirement of common stock (Note 15) — — (87,087) (726)

Proceeds from minority shareholders' payments 930,005 — — —

Payments for acquisition of subsidiary's stocks 

from minority shareholders (Note 20) — — (86,256) (719)

Net increase (decrease) in short-term borrowings and other 497,286 (371,138) (241,175) (2,010)

Net cash provided by (used in) financing activities 1,773,916 457,383 (454,170) (3,785)

Effect of exchange rate changes on cash and 

cash equivalents 29,087 23,938 (3,448) (29)

Net increase (decrease) in cash and cash equivalents (254,719) 418,630 (6,119) (51)

Cash and cash equivalents at beginning of year 1,155,274 900,555 1,319,185 10,993

Cash and cash equivalents at end of year (Note 5) ¥900,555 ¥1,319,185 ¥1,313,066 $10,942

Cash paid during the year for:

Interest ¥169,189 ¥145,858 ¥136,123 $1,134

Income taxes 303,427 530,663 664,238 5,535

Noncash investing and financing activities:

Purchase of minority interests of consolidated 

subsidiaries through share exchanges (Note 20) — — 275,341 2,295

Capital lease obligations incurred during the year 3,647 23,034 12,176 101

The accompanying notes are an integral part of these statements.

2001 2002 2003 2003
Millions of yen

Millions of
U.S. dollars

(Note 3)
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1. Nature of operations:
Nippon Telegraph and Telephone Corporation (“NTT”) and its subsidiaries (“NTT Group”) conduct the following main business activities: region-
al communications (domestic intra-prefectural communication services and incidental services), long-distance and international communications
(domestic inter-prefectural communication services, international communication services and incidental services), wireless communications
(mobile phone services, PHS services, Quickcast services, etc., and incidental services), and data communications (system integration, network
system services, etc.).

Pursuant to the Nippon Telegraph and Telephone Corporation Law (“NTT Law”) as approved by the Japanese Diet, NTT was incorporated on
April 1, 1985, upon which all the assets and liabilities of the Public Corporation were transferred to NTT.  As provided for in the supplementary
provisions of the NTT Law, all the new shares held by the Public Corporation were transferred to the Japanese Government upon the dissolution
of the Public Corporation on April 1, 1985.  The NTT Law specifies, however, that such government ownership may eventually be reduced to
one-third.  Since incorporation, the Japanese Government has sold approximately 7,416 thousand shares of NTT’s common stock to the public.
As a normal part of its business operations, NTT provides various telecommunications and other services to the Japanese Government.

On May 10, 1999, NTT applied for approval from the Minister of Posts and Telecommunications (now the Minister of Public Management,
Home Affairs, Posts and Telecommunications) for “the Implementation Plans Concerning the Transfer of the Business Activities and Succession
of the Rights and Obligations of Nippon Telegraph and Telephone Corporation”, which were prepared in accordance with “the Basic Principles
Concerning the Transfer of the Business Activities and Succession of the Rights and Obligations of Nippon Telegraph and Telephone
Corporation” as drawn up in accordance with the provisions of the Law Concerning Partial Revision to the Nippon Telegraph and Telephone
Corporation Law (“Revision Law”).  On May 21, 1999, NTT received the Minister of Posts and Telecommunications’ approval for the plans.  In
conjunction with these approved implementation plans that set out how the business transfer would occur, reorganization was implemented in
which NTT became a company holding all the shares in two regional telecommunications companies (Nippon Telegraph and Telephone East
Corporation and Nippon Telegraph and Telephone West Corporation) and one long-distance telecommunications company (NTT
Communications Corporation).

The transfers of businesses were accomplished by transferring on July 1, 1999, NTT’s relevant business activities to the respective wholly
owned subsidiaries, Nippon Telegraph and Telephone East Corporation (“NTT East”), Nippon Telegraph and Telephone West Corporation (“NTT
West”) and NTT Communications Corporation (“NTT Communications”).

NTT East inherited the intra-prefectural telecommunications and related services in the Hokkaido, Tohoku, Kanto, Tokyo and Shinetsu
regions.  NTT West inherited the intra-prefectural telecommunications and related services in the Tokai, Hokuriku, Kansai, Chugoku, Shikoku
and Kyushu regions.  NTT Communications inherited all the business activities comprising the domestic inter-prefectural telecommunications and
multimedia network services and related services and was allowed to enter the international market.

2. Summary of significant accounting policies:
NTT and its consolidated subsidiaries in Japan maintain their records and prepare their statutory financial statements in accordance with the
Japanese Commercial Code by applying accounting principles generally accepted in Japan (“Japanese GAAP”), and its foreign subsidiaries in
conformity with those countries of their domicile.  NTT, as a regulated company, also follows the NTT Law, the Telecommunications Business
Law (“Telecom Business Law”) and other related accounting regulations for preparing such financial statements.

The accompanying consolidated financial statements incorporate certain adjustments and reclassifications to conform with accounting princi-
ples generally accepted in the United States of America (“U.S. GAAP”).  These adjustments were not recorded in the statutory books of account.

Significant accounting policies, after reflecting adjustments for the above, are as follows:

(1) Application of New Accounting Standards

Accounting for commissions paid to agents
Effective April 1, 2002, NTT Group adopted Emerging Issues Task Force (“EITF”) 01-09, “Accounting for Consideration Given by a Vendor to a
Customer or a Reseller of the Vendor’s Products.”  The adoption results in the reclassification of certain amounts previously included in “Cost of
services and equipment sold, and selling, general and administrative expenses” as a reduction of equipment sales.  EITF 01-09 also requires that
reduction of revenues and corresponding expenses be recognized at the time of sales, in lieu of the date of payment, which resulted in reduc-
tion of net equipment sales and corresponding expenses by ¥558,923 million ($4,658 million) and ¥571,223 million ($4,760 million), respective-
ly, for the year ended March 31, 2003.  As required, the amounts of ¥491,310 million and ¥507,884 million, included in “Cost of services and
equipment sold, and selling, general and administrative expenses” for the years ended March 31, 2001 and 2002, respectively, have also been
reclassified as a reduction of net sales of telecommunication equipment.  The adoption also resulted in an adjustment as of April 1, 2002 for the
cumulative effect of accounting change in the consolidated statements of income of ¥22,880 million ($191 million) (net of taxes of ¥25,852 mil-
lion ($215 million) and minority interest of ¥12,836 million ($107 million)), related to the timing of recognizing the commissions to be paid. The
pro forma effects of retroactive application change have not been provided because the necessary information was not previously maintained.  

Impairment or disposal of long-lived assets
Effective April 1, 2002, NTT Group adopted Statement of Financial Accounting Standards No. 144 (“SFAS 144”) “Accounting for the
Impairment or Disposal of Long-Lived Assets.”  SFAS 144 supercedes Statement of Financial Accounting Standards No. 121 (“SFAS 121”)
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“Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of” but retains SFAS 121’s fundamental provi-
sions for (a) recognition and measurement of impairment of long-lived assets to be held and used and (b) measurements of long-lived assets to
be disposed of by sale.  SFAS 144 also supercedes Accounting Principles Board (“APB”) Opinion No. 30 (“APB 30”) “Reporting the Results of
Operation-Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions” for segments of a business to be disposed of.  However, it retains APB 30’s requirement to report discontinued operations sepa-
rately from continuing operations and extends that reporting to a component of an entity that either has been disposed of or is classified as held
for sale.  The adoption of SFAS 144 did not have a material impact on the results of operations and financial position of NTT.

Costs associated with exit or disposal activities
Effective January 1, 2003, NTT Group adopted Statement of Financial Accounting Standards No. 146 (“SFAS 146”), “Accounting for Costs
Associated with Exit or Disposal Activities.”  This standard requires companies to recognize costs associated with the exit or disposal of activities
when they are incurred rather than at the date of a commitment to an exit or disposal plan.  SFAS 146 will replace the existing guidance provid-
ed in Emerging Issues Task Force 94-3 “Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity
(including Certain Costs Incurred in a Restructuring).”  SFAS 146 is to be applied to exit or disposal activities initiated after December 31, 2002.
The adoption of SFAS 146 did not have a material impact on the results of operations and financial position of NTT.

Acquisition of certain financial institutions
Effective October 1, 2002, NTT Group adopted Statement of Financial Accounting Standards No. 147 (“SFAS 147”), “Acquisition of Certain
Financial Institutions.”  This standard requires the acquisitions of financial institutions to be accounted for under Statement of Financial
Accounting Standards No. 141 (“SFAS 141”), “Business Combinations” and Statement of Financial Accounting Standards No. 142 (“SFAS
142”), “Accounting for Goodwill and Other Intangible Assets” and removes the acquisition of financial institutions from the scope of Statement
of Financial Accounting Standards No. 72, “Accounting for Certain Acquisitions of Banking or Thrift Institutions” and FASB Interpretation
(“FIN”) No. 9 “Applying APB Opinion No. 16 and 17 When a Savings and Loan Association or a Similar Institution Is Acquired in a Business
Combination Accounted for by the Purchase Method.”  SFAS 147 is to be applied after September 30, 2002.  The adoption of SFAS 147 did not
have any impact on the results of operations and financial position of NTT.

Accounting for Stock-Based Compensation
In December 2002, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standards No. 148 (“SFAS
148”), “Accounting for Stock-Based Compensation - Transition and Disclosure - an amendment of FASB Statement No. 123.”  SFAS 148 pro-
vides alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based employee compen-
sation and also amends certain provisions of Statement of Financial Accounting Standards No. 123.  SFAS 148 is to be applied prospectively in
fiscal years ending after December 15, 2002.  The adoption of SFAS 148 did not have any impact on the results of operations and financial posi-
tion, as NTT Group does not implement stock-based compensation.

Guarantor's Accounting and Disclosure Requirements for Guarantees
In November 2002, FASB issued FASB Interpretation No. 45 (“FIN 45”), “Guarantor's Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others,” which addresses the disclosures to be made by a guarantor in its interim and annual
financial statements about its obligations under guarantees.  FIN 45 also requires the recognition of a liability by a guarantor at the inception of
certain guarantees that are entered into or modified after December 31, 2002.  Effective for the year ended March 31, 2003, NTT Group has
adopted FIN 45 and has applied the recognition and measurement provisions for all material guarantees entered into or modified beginning
January 1, 2003.  Although the impact of FIN 45 on NTT’s future consolidated financial statements will depend upon whether NTT Group enters
into or modifies any material guarantee arrangements, the adoption of FIN 45 does not have a material impact on its results of operations and
financial position.  The guarantee contracts, such as product warranties, that are excluded from the initial recognition and measurement require-
ments of FIN 45 but are required to be disclosed about certain information are immaterial for NTT Group.

Consolidation of Variable Interest Entities
In January 2003, FASB issued FASB Interpretation No. 46 (“FIN 46”), “Consolidation of Variable Interest Entities.”  FIN 46 clarifies the application
of Accounting Research Bulletin No. 51 and applies immediately to Variable Interest Entities (“VIE”) created after January 31, 2003 and to VIEs in
which an interest is obtained after that date.  FIN 46 also requires disclosure of VIEs in all consolidated financial statements initially issued after
January 31, 2003, if it is reasonably possible that the company will consolidate or disclose information about a VIE, regardless of the date on
which the VIE was created.  FIN 46 is to be applied in the first fiscal year or interim period beginning after June 15, 2003, to variable interest
entities in which NTT Group holds a variable interest that it acquired before February 1, 2003.  In relation to VIEs created after January 31, 2003
and to VIEs in which an interest is obtained after that date, the adoption of FIN 46 did not have any impact on the results of operations and
financial position of NTT Group.  In relation to VIEs created before February 1, 2003 and to VIEs in which an interest is obtained before that
date, NTT is in the process of determining the impact, if any, that the adoption of FIN 46 will have on its results of operations and financial posi-
tion.  However, it is reasonably possible that VIEs with assets totaling approximately ¥55 billion ($458 million), established exclusively to develop
real estates for rental, and VIEs with assets totaling approximately ¥21 billion ($175 million), established exclusively to rent certain systems, may
require consolidation or disclosure.  Should NTT default on all of its obligations with respect to its involvement in these entities, NTT’s maximum
exposure to loss would be approximately ¥39 billion ($325 million).
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(2) Principal Accounting Policies

Basis of consolidation and accounting for investments in affiliated companies -
The consolidated financial statements include the accounts of NTT and those of its majority-owned subsidiaries.  All significant intercompany
transactions and accounts are eliminated in consolidation.

The fiscal years of certain foreign subsidiaries end on December 31 and any significant subsequent transactions for the period from January 1
to March 31 are reflected in the result of operations of NTT Group.

Investments in affiliated companies where NTT Group owns an aggregate of 20 to 50 percent, and/or if NTT exercises significant influence
over the affiliated companies, are stated at cost plus equity in undistributed earnings.  Investments with less than 20% ownership interest in var-
ious private companies whereby NTT Group does not have significant influence are recorded using the cost method of accounting.

Under Accounting Principles Board Opinion No. 18 (“APB 18”), “The Equity Method of Accounting for Investments in Common Stock,” NTT
evaluates its investments in affiliates for impairment due to declines in value considered to be other than temporary.  In performing its evalua-
tions, NTT utilizes various information, as available, including cash flow projections, independent valuations and, if applicable, stock price analy-
sis.  In the event of a determination that a decline in value is other than temporary, a charge to earnings is recorded for the loss and a new cost
basis in the investment is established.

On occasion, a subsidiary may issue its shares to third parties at amounts per share in excess of or less than NTT’s average per share carrying
value.  With respect to such transactions, the resulting gains or losses arising from a change in interest are recorded in income for the year in
which the change in interest transaction occurs.

Use of estimates -
The preparation of NTT’s consolidated financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period.  Actual results could differ
from those estimates.

Revenue recognition -
Revenue arising from voice transmission services, data communication facility services, leased circuit services and other transmission services are
recognized at the time the said services are provided to customers.

Within revenue from mobile communications services, non-recurring upfront fees, such as activation fees, are deferred and recognized as
revenue over the expected term of the contracts with customers for each service, which ranges from approximately two years to seven years
depending on the service.  The related direct costs are deferred only to the extent of the upfront fee amount, and are amortized over the same
periods.

Sales of telecommunication equipment less certain amounts of agency commissions are recognized as income, upon delivery of the equip-
ment primarily to agent resellers, which is considered to have occurred when the agent resellers have taken title to the product and the risk and
rewards of ownership have been substantively transferred.

Revenue from system integration is recognized upon completion of each project.
Provision for estimated losses, if any, is made in the period in which the loss first becomes probable and reasonably quantifiable.

Cash and cash equivalents -
Cash in excess of daily requirements is invested in temporary cash equivalents mainly consisting of time deposits and marketable bonds of the
Japanese Government, commercial paper and certificates of deposit purchased under agreements to resell, all of which are low-risk, short-term
financial instruments readily convertible to known amounts of cash and having an original maturity of three months or less.  Such instruments
are deemed to be cash equivalents for the purpose of the consolidated statements of cash flows.

Foreign currency translation -
All asset and liability accounts of foreign subsidiaries and affiliates are translated into Japanese yen at appropriate year-end current rates and all
income and expense accounts are translated at rates that approximate those rates prevailing at the time of transactions.  The resulting transla-
tion adjustments are accumulated as a component of accumulated other comprehensive income (loss).

Foreign currency receivables and payables are translated at appropriate year-end current rates and the resulting translation gains or losses are
taken into income currently.

NTT Group transacts limited business in foreign currencies.  The effect of exchange rate fluctuations from the initial transaction date to the
settlement date is recorded as “Other, net” in the consolidated statements of income.

Marketable securities -
Unrealized gains and losses on equity securities designated as available-for-sale, whose fair values are readily determinable, are reported as a
component of accumulated other comprehensive income (loss), net of applicable taxes.  Equity securities, whose fair values are not readily deter-
minable, are carried at cost.  NTT Group periodically reviews the carrying amounts of its marketable securities for impairments that are other
than temporary.  If this evaluation indicates there is an impairment that is other than temporary, the security is written down to its estimated fair
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value.  Debt securities designated as held-to-maturity are carried at amortized cost and are reduced to net realizable value for declines in market
value unless such declines are deemed to be temporary.  Realized gains and losses, which are determined on the average cost method, are
reflected in income.

Inventories -
Inventories consist of telecommunication equipment to be sold, projects in progress and materials and supplies. Telecommunication equipment
to be sold is stated at cost, not in excess of market value with cost being determined on a first-in first-out basis.  Projects in progress, which
mainly relate to software production based on contracts with customers, are stated at the lower of cost or estimated realizable value with cost
being determined as the accumulated production cost for contract items.  Materials and supplies are valued at cost, not in excess of market
value with cost being determined by the average cost basis.

Property, plant and equipment and depreciation -
Property, plant and equipment are stated at cost (including contract price, direct labor charges and other related overhead), which is determined
in accordance with applicable accounting regulations.  Depreciation is computed principally using a declining-balance method at rates based on
estimated useful lives of the assets with the exception of buildings for which the straight-line method is generally used.  With minor exceptions,
the estimated useful lives of depreciable properties are as follows:

Telecommunications equipment 5 to 42 years
Telecommunications service lines 10 to 27 years
Buildings and structures 3 to 75 years
Machinery, vessels and tools 2 to 20 years

Maintenance and repairs, including minor renewals and betterments, are charged to income as incurred.
Included as property, plant and equipment as of March 31, 2002 and 2003 is approximately ¥497 billion and ¥778 billion ($6,483 million) in

assets related to NTT DoCoMo Inc.’s FOMA service.  NTT DoCoMo Inc. (“NTT DoCoMo”) started the FOMA service during the year ended March
31, 2002 with a plan to expand geographic coverage in Japan over the next several years.  The realizability of such assets is dependent on the
successful deployment and expansion of the FOMA network and service.  However, based on its current estimates and projections, management
believes such assets are realizable.

Capitalized interest -
Interest is capitalized where it relates to the construction of property, plant and equipment over the period of construction.  NTT Group also cap-
italizes interest associated with the development of internal-use software.  NTT Group amortizes such capitalized interest over the estimated use-
ful lives of the related assets.  Total interest costs incurred, including in interest and amortization of bond discounts and issue costs, were
¥172,840 million, ¥146,449 million and ¥134,295 million ($1,119 million), of which ¥6,906 million, ¥4,169 million and ¥4,484 million ($37 mil-
lion) were capitalized for the years ended March 31, 2001, 2002 and 2003, respectively.

Accounting for the impairment of long-lived assets -
Long-lived assets, including property, plant and equipment, software and certain other intangibles with finite useful lives are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.  If the total of the expected
future undiscounted cash flows is less than the carrying amount of the asset, a loss is recognized for the difference between the fair value and
carrying value of the asset.

Goodwill and other intangible assets -
Goodwill is the excess of the acquisition cost of businesses over the fair value of the identifiable net assets acquired.  Prior to April 1, 2001, NTT
Group amortized such goodwill on a straight-line basis over the periods to be benefited, not to exceed 20 years. 

In July 2001, FASB issued SFAS 142.  This statement supersedes APB Opinion No.17, “Intangible Assets.”  SFAS 142 primarily addresses the
accounting for goodwill and intangible assets subsequent to their acquisition and the provisions of SFAS 142 were effective for fiscal years
beginning after December 15, 2001.  The most significant changes made by SFAS 142 are: (1) goodwill and indefinite life intangible assets will
no longer be amortized, (2) goodwill, excluding goodwill related to equity investments, will be tested for impairment at least annually at the
reporting unit level, (3) intangible assets deemed to have an indefinite life will be tested for impairment at least annually, (4) the amortization
period of intangible assets with finite lives will no longer be limited to forty years and (5) goodwill related to equity method investees will contin-
ue to be tested for other than temporary impairment in accordance with existing standards under APB 18.  As permitted, NTT Group has elected
to adopt SFAS 142 beginning on April 1, 2001.  As a result of the adoption of SFAS 142, NTT Group ceased amortization of all goodwill on April
1, 2001, including embedded goodwill created through the acquisition of its investments accounted for under equity method, and recorded a
net-of-tax transitional impairment loss for goodwill of ¥149,180 million relating to Verio Inc. (“Verio”), a subsidiary in the long distance commu-
nications and international services segment, in the cumulative effect of an accounting change in the consolidated statements of income.  The
fair value of that reporting unit was determined based on discounted cash flow.

Other intangible assets primarily consist of computer software and the right to use utility facilities.  NTT Group capitalizes the cost of internal-
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use software, which has a useful life in excess of one year in accordance with Statement of Position 98-1, “Accounting for the Costs of
Computer Software Developed or Obtained for Internal Use.”  Subsequent additions, modifications or upgrades to internal-use software are
capitalized only to the extent that they allow the software to perform a task it previously did not perform.  Software maintenance and training
costs are expensed in the period in which they are incurred.  Capitalized computer software costs are amortized on a straight-line basis over a
period of generally five years.

Income taxes -
In accordance with Statement of Financial Accounting Standards No. 109 (“SFAS 109”), “Accounting for Income Taxes,” the provision for
income taxes is computed based on the pretax income included in the consolidated statement of income.  The asset and liability approach is
used to recognize deferred tax assets and liabilities for the expected future tax consequences of temporary differences between the carrying
amounts and the tax bases of assets and liabilities.  Valuation allowances are recorded to reduce deferred tax assets when it is more likely than
not that a tax benefit will not be realized.

Derivative financial instruments -
NTT Group uses several types of derivative financial instruments to manage foreign currency exchange rate and interest rate risks.  NTT Group
does not use derivative instruments for trading or speculative purposes.

Effective April 1, 2001, NTT Group adopted Statement of Financial Accounting Standards No. 133 (“SFAS 133”), “Accounting for Derivative
Instruments and Hedging Activities” as amended by Statement of Financial Accounting Standards No.138 “Accounting for Certain Derivative
Instruments and Certain Hedging Activities, an amendment of Statement 133,” which establishes accounting and reporting and reporting stan-
dards for derivative instruments, including certain derivative financial instruments embedded in other contracts, and for hedging activities.  The
adoption of SFAS 133 resulted in a net-of-tax decrease of ¥8,250 million to accumulated other comprehensive income (loss) in the consolidated
balance sheet as of March 31, 2002, as well as net-of-tax loss of ¥702 million in the cumulative effect of accounting changes in the consolidated
statement of income for the year ended March 31, 2002.  

In accordance with SFAS 133, all derivatives are recognized as either assets or liabilities in the balance sheet at fair value and are reported in
“Prepaid expenses and other current assets”, “Other assets”, “Current liabilities - Other” and “Long-term liabilities - Other” in the consolidated
balance sheets.  Classification of each derivative as current or non-current is based upon whether the maturity of each instrument is less than or
greater than 12 months.  Changes in fair value of derivative financial instruments are either recognized in income or shareholders’ equity (as a
component of accumulated other comprehensive income (loss)), depending on whether the derivative financial instrument qualifies as a hedge
and the derivative is being used to hedge changes in fair value or cash flows. 

The fair values of forward exchange contracts, interest rate swap agreements, currency swap agreements are estimated based on the
amounts NTT Group would receive or pay to terminate the contracts at each year end with discounted amounts of net future cash flows.

For derivatives classified as fair value hedges, changes in the fair value of derivatives designated and effective as fair value hedges for recog-
nized assets or liabilities or unrecognized firm commitments are recognized in earnings as offsets to changes in the fair value of the related
hedged assets or liabilities.

For derivatives classified as cash flow hedges, changes in the fair value of derivatives designated and effective as cash flow hedges for fore-
casted transactions or exposures associated with recognized assets or liabilities are initially recorded in other comprehensive income (loss) and
reclassified into earnings when the hedged transaction affects earnings. 

From time to time, however, NTT Group may enter into derivatives that economically hedge certain of its risks, even though hedge account-
ing does not apply under SFAS 133.  In these cases, changes in the fair values of these derivatives are recognized in current period earnings.

NTT Group formally documents all relationships between hedging instruments and hedged items, as well as its risk management objective
and strategy for undertaking various hedge transactions.  This process includes linking all derivatives that are designated as fair value, or cash
flow hedges to (1) specific assets or liabilities on the balance sheet or (2) specific firm commitments or forecasted transactions.  NTT Group also
assesses (both at the hedge’s inception and on an ongoing basis at least quarterly) whether the derivatives that are used in hedging transactions
have been highly effective in offsetting changes in the fair value or cash flows of hedged items and whether those derivatives may be expected
to remain highly effective in future periods.  When it is determined that a derivative is not highly effective as a hedge, NTT Group discontinues
hedge accounting.  The amounts representing hedges’ ineffectiveness and the component of derivative instruments’ gain or loss excluded from
the assessment of hedge effectiveness are reported as “Other, net” in the consolidated statements of income.

Cash flows from financial instruments accounted for as hedges are classified in the consolidated statements of cash flows under the same
category as the items being hedged.

Net income per share -
Basic net income per share is computed based on the average number of shares outstanding during the year and is appropriately adjusted for
any free distribution of common stock.  Diluted net income per share assumes the dilution that could occur if securities or other contracts to
issue common stock were exercised or converted into common stock or resulted in the issuance of common stock.
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Distribution of common stock -
On occasion, NTT may make a free distribution of common stock, which is accounted for by a transfer from additional paid-in capital to the
common stock account.  Under the Japanese Commercial Code, a stock dividend can be affected by an appropriation of retained earnings to
the common stock account by a resolution of the general shareholders’ meeting and the free share distribution with respect to the amount as
appropriated by a resolution of the Board of Directors’ Meeting.

Comprehensive income -
Comprehensive income is defined in Statement of Financial Accounting Standards No. 130 (“SFAS 130”), “Reporting Comprehensive Income,”
as a total change in shareholders’ equity, excluding capital transactions.  NTT Group’s comprehensive income comprises net income plus other
comprehensive income (loss) representing changes in foreign currency translation adjustments, unrealized gains/losses on securities, minimum
pension liability adjustments and unrealized gains/losses on derivative instruments.  NTT Group has elected to disclose comprehensive income in
the consolidated statements of shareholders’ equity and its components in Note 15.

Recent pronouncements -
In June 2001, FASB issued Statement of Financial Accounting Standards No. 143 (“SFAS 143”), “Accounting for Asset Retirement Obligations.”
SFAS 143 is effective for NTT Group beginning April 1, 2003.  SFAS 143 requires that legal obligations associated with the retirement of tangible
long-lived assets to be recorded as a liability, measured at fair value, when those obligations are incurred if a reasonable estimate of fair value
can be made.  Upon initially recognizing a liability for asset retirement obligations, an entity must capitalize the cost by recognizing an increase
in the carrying amount of the related long-lived asset.  NTT is currently reviewing applicable laws and regulatory decisions to determine whether
NTT Group has a legal obligation to remove its long-lived assets and is in the process of determining the impact, if any, that the adoption of
SFAS 143 will have on its results of operations and financial position.

In April 2002, FASB issued Statement of Financial Accounting Standards No. 145 (“SFAS 145”), “Rescission of FASB Statements No. 4, 44,
and 64, Amendment of FASB Statement No. 13, and Technical Corrections” which updates and clarifies existing accounting pronouncements.
Specifically, it rescinds Statement of Financial Accounting Standards No. 4 (“SFAS 4”) and Statement of Financial Accounting Standards No. 64,
which required all gains and losses from extinguishment of debt to be aggregated and, if material, classified as an extraordinary item, net of
related income tax effect.  As a result of the new statement, the criteria in APB 30 will now be used to classify those gains and losses.  SFAS 145
also amends Statement of Financial Accounting Standards No. 13 to require that certain lease modifications that have economic effects similar
to sale-leaseback transactions be accounted for in the same manner as sale-leaseback transactions.  SFAS 145 is to be applied, on a retroactive
basis, in fiscal years beginning after May 15, 2002 with the earlier adoption of provisions related to the rescission of SFAS 4.  NTT is in the
process of determining the impact, if any, that the adoption of SFAS 145 will have on its results of operations and financial position.

In November 2002, EITF reached a consensus on Issue No. 00-21 (“EITF 00-21”), “Accounting for Revenue Arrangements with Multiple
Deliverables.”  This Issue provides guidance on when and how to separate elements of an arrangement that may involve the delivery or perfor-
mance of multiple products, services and rights to use assets into separate units of accounting.  The guidance in the consensus is effective for
revenue arrangements entered into in interim or annual periods beginning after June 15, 2003, which, for NTT, is effective for the half year
beginning October 1, 2003.  The transition provision allows either prospective application or a cumulative effect adjustment upon adoption.
NTT is in the process of determining the impact, if any, that the adoption of EITF 00-21 will have on its results of operations and financial posi-
tion.

In February 2003, EITF reached a consensus on Issue No. 03-02 (“EITF 03-02”), “Accounting for the Transfer to the Japanese Govern-ment of
the Substitutional Portion of Employee.”  This Issue provides a consensus that Japanese employers should account for the entire separation
process as a single settlement event upon completion of the transfer to the Japanese government of the substitutional portion of the benefit
obligations and related plan assets.  Prior to the actual transfer of the substitutional portion of the benefit obligations and  related plan assets,
no accounting should be affected.  Additionally, EITF agreed that the resultant gain from the government subsidy which is the difference
between the substitutional portion of the obligations settled, assuming a market discount rate, and the government-calculated amount which
determines the plan assets required to be transferred, would be recognized as a gain at settlement.  In June 2003, under the Law Concerning
Defined-Benefit Corporate Pension Plans, NTT Group applied to the Japanese government for permission to be alleviated of the future obligation
to disburse the benefits covering the substitutional portion.  It is undetermined when the permission and the transfer of the benefit obligations
and related plan assets will take place and what the sum accompanying the settlement will be.

In April 2003, FASB issued Statement of Financial Accounting Standards No. 149 (“SFAS 149”), “Amendment of Statement 133 on
Derivative Instruments and Hedging Activities.”  SFAS 149  amends and clarifies financial accounting and reporting for derivative instruments,
including certain derivative instruments embedded in other contracts (collectively referred to as derivatives) and for hedging activities under SFAS
133.  Except for certain provisions, SFAS 149 is to be applied prospectively to contracts entered into or modified after June 30, 2003 and to
hedging relationships designated after June 30, 2003.  NTT is in the process of determining the impact, if any, that the adoption of SFAS 149
will have on its results of operations and financial position.

In May 2003, FASB issued Statement of Financial Accounting Standards No. 150 (“SFAS 150”), “Financial Statement on Certain Financial
Instruments with Characteristics of Liabilities and Equity.”  SFAS 150 changes the accounting for certain financial instruments with characteristics
of both liabilities and equity that, under previous guidance, could be classified as equity, by now requiring those instruments to be classified as
liabilities (or assets in some circumstances) in the statement of financial position.  Further, SFAS 150 requires disclosure regarding the terms of
those instruments and settlement alternatives.  SFAS 150 is generally to be applied to all financial instruments entered into or modified after
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May 31, 2003 and is otherwise effective at the beginning of the first interim period beginning after June 15, 2003, which, for NTT Group, is
effective for the half year beginning October 1, 2003.  NTT is in the process of determining the impact, if any, that the adoption of SFAS 150
will have on its results of operations and financial position.

Reclassifications -
Certain items for prior years’ financial statements have been reclassified to conform to the presentation for the year ended March 31, 2003.

3. U.S. dollar amounts:
U.S. dollar amounts are included solely for convenience.  These translations should not be construed as representations that the yen amounts
actually represent, or have been or could be converted into, U.S. dollars.  As the amounts shown in U.S. dollars are for convenience only, the
rate of ¥120 = US$1, the approximate current rate at March 31, 2003, has been used for the purpose of presentation of the U.S. dollar amounts
in the accompanying consolidated financial statements.

4. Related party transactions:
NTT Group has entered into a number of different types of transactions with affiliated companies, the most significant of which are the sales of
telecommunications equipment, the purchases of terminal equipment and materials and the receipt of certain services.

Transactions with affiliated companies for each of the three years in the period ended March 31, 2003 and the related balances at March 31,
2002 and 2003 were as follows:

Dividends from affiliated companies accounted for by the equity method for the years ended March 31, 2001, 2002 and 2003 were ¥691
million, ¥6,247 million and ¥872 million ($7 million), respectively.

5. Cash and cash equivalents:
Cash and cash equivalents at March 31, 2002 and 2003 comprised the following:

Certificates of deposit, commercial paper and securities, including marketable bonds of the Japanese Government, are purchased under
agreements to resell and are to be sold back to financial institutions at predetermined selling prices and dates.  Such certificates of deposit, com-
mercial paper and securities and other deposits are stated at amounts, which approximate fair value.

6. Inventories:
Inventories at March 31, 2002 and 2003 comprised the following:

2002 2003 2003
Cash ¥1,110,630 ¥880,512 $7,338
Certificates of deposit, commercial paper and marketable 
securities purchased under agreements to resell 29,190 16,000 133

Time deposits, certificates of deposit 
and other 179,365 416,554 3,471

Total ¥1,319,185 ¥1,313,066 $10,942

Millions of
U.S. dollarsMillions of yen

2002 2003 2003
Telecommunication equipment to be sold ¥119,651 ¥78,266 $652
Projects in progress 51,431 71,866 599
Materials and supplies 22,603 28,940 241

Total ¥193,685 ¥179,072 $1,492

Millions of
U.S. dollarsMillions of yen

Operating revenues ¥100,956 ¥  85,676 ¥  31,018 $   258
Operating expenses ¥682,240 ¥615,094 ¥217,887 $1,816
Receivables ¥  98,373 ¥  73,751 $   615
Payables ¥161,654 ¥  62,664 $   522

2001 2002 2003 2003

Millions of
U.S. dollarsMillions of yen
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7. Investments in affiliated companies:
NTT Group’s main investments in the following entities are accounted for on the equity method as of March 31, 2002 and 2003.

All of the above investments are privately held companies with the exception of AT&T Wireless.  NTT DoCoMo determined that declines in
the value of its investment in AT&T Wireless were other than temporary in March and September 2002, respectively, and recorded impairment
losses for the years ended March 31, 2002 and 2003, respectively.  Consequently, NTT DoCoMo’s recorded investment in AT&T Wireless was
¥260,632 million ($2,172 million) as of March 31, 2003, while the related market value was ¥343,500 million ($2,863 million), based on quoted
market prices at that date.  NTT DoCoMo reflects its investments in AT&T Wireless on an equity method basis due to its ability to exercise signifi-
cant influence over operating and financial policies primarily through board representation, appointment of key management positions, approval
rights and rights to require repurchase of investment under certain circumstances.

On November 15, 2002, NTT DoCoMo was requested by KPNM to subscribe for additional shares of KPNM in conjunction with a planned
debt-equity swap between KPNM and its parent company, Royal KPN N.V.  On December 10, 2002, the Board of Directors of NTT DoCoMo
decided not to exercise its right to subscribe for additional shares of KPNM.  As a result, NTT DoCoMo’s ownership interest in KPNM decreased
from 15% to approximately 2.2% and NTT DoCoMo lost certain of its minority shareholder’s rights, including supervisory board representation.
As NTT DoCoMo determined that it no longer has the ability to exercise significant influence over KPNM, it ceased to account for its investment
in KPNM using the equity method.  In September 2001 and September 2002, NTT DoCoMo determined that declines in the value of its invest-
ment in KPNM were other than temporary and recorded impairment losses for the years ended March 31, 2002 and 2003, respectively.  The
book value of NTT DoCoMo’s investment in KPNM as of March 31, 2003 is zero, due to the impairment losses recognized.

AT&T Wireless -
On July 9, 2001, AT&T Corp. (“AT&T”) completed the planned split-off of its wireless group (“AT&T Wireless Group”).  In connection with the
split-off, all the assets and liabilities of AT&T Wireless Group were transferred to AT&T Wireless, a wholly owned subsidiary of AT&T.  The split-
off was then effected by redeeming all the outstanding shares of AT&T Wireless Group tracking stock in exchange for shares of AT&T Wireless
common stock and distributing additional shares of AT&T Wireless common stock to holders of AT&T common stock, resulting in AT&T Wireless
becoming an independent, publicly-traded company.  NTT DoCoMo’s investment in AT&T Wireless preferred tracking stock was converted into
AT&T Wireless common stock resulting in approximately 16% voting interest in AT&T Wireless.  As a result, NTT DoCoMo began to account for
its common stock investment in AT&T Wireless using the equity method based on its ownership percentage and ability to exercise significant
influence.

Under terms of the investment agreement, amended on December 26, 2002, in certain circumstances, if AT&T Wireless fails to launch 3G
wireless services based on Wideband Code Division Multiple Access, or W-CDMA, technology in Seattle, San Francisco, San Diego and Dallas or
certain other specified substitute markets satisfying wireless technology benchmarks in the United States by December 31, 2004, NTT DoCoMo
may require the repurchase of its investment in stock and warrants (See Note 8) at original purchase price plus interest at a predetermined rate.
In addition, NTT DoCoMo has agreed to certain standstill provisions for five years, which include that it will not acquire or agree to acquire any
additional voting shares of AT&T Wireless, except in connection with the exercise of its existing preemptive rights or warrants.  The standstill pro-
visions will continue in effect after the five-year period as long as NTT DoCoMo has the right to nominate directors to the board.

In its agreements with AT&T Wireless, NTT DoCoMo has a preemptive right to acquire additional shares of AT&T Wireless in order to main-
tain its current ownership interest, if such interest would otherwise be diluted.  In December 2001, AT&T Wireless announced its intention to
acquire a U.S. regional wireless operator, TeleCorp PCS, Inc. (“TeleCorp”), through an exchange of shares.  In connection therewith, on
December 28, 2001, NTT DoCoMo agreed, subject to the completion of the TeleCorp acquisition, to exercise its preemptive right to maintain its
16% ownership in AT&T Wireless at a price of $14.28 per share.  The purchase of approximately 26.7 million additional shares of AT&T Wireless
common stock for approximately $382 million was completed in February 2002.

Impairment -
Because of the economic and financial environment surrounding the telecommunication industry and resultant significant declines in equity val-
ues of telecommunications companies on a global basis, NTT and NTT DoCoMo reviewed the business outlook of their affiliates in order to
determine if any decline in investment values was other than temporary.  NTT and NTT DoCoMo utilized cash flow projections, independent val-
uations and information and, if applicable, stock price analysis in performing their reviews and estimating investment values.  As a result of such
evaluations, NTT and NTT DoCoMo determined that the decline in values of certain investments were other than temporary and have recorded

Company name 2002 2003
Hutchison 3G UK Holdings Limited (“3GUK”) 20.00% 20.00%
Hutchison 3G HK Holdings Limited (“3GHK”) 25.37% 24.10%
KG Telecommunications Co., Ltd. (“KGT”) 21.42% 21.42%
Hutchison Telephone Company Limited (“HTCL”) 25.37% 24.10%
DoCoMo AOL, Inc. 42.30% 43.23%
AT&T Wireless Services, Inc. (“AT&T Wireless”) 16.01% 15.97%
KPN Mobile N.V. (“KPNM”) 15.00% N.A.

NTT Group’s ownership percentage
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impairment charges aggregating ¥653,751 million and ¥319,564 million ($2,663 million), net of deferred income taxes of ¥474,305 million and
¥225,535 million ($1,879 million) for the years ended March 31, 2002 and 2003, respectively.  The pre-tax gross impairment charges in 2002
are mainly consisting of ¥664,493 million for AT&T Wireless, ¥320,481 million for KPNM, ¥36,461 million for KGT, ¥56,444 million for 3GUK
and ¥50,177 million for others, and in 2003 are mainly consisting of ¥284,078 million ($2,367 million) for AT&T Wireless, ¥123,245 million
($1,027 million) for 3GUK, ¥117,898 million ($982 million) for KPNM, ¥9,619 million ($80 million) for KGT and ¥10,259 million ($85 million) for
DoCoMo AOL, Inc.  The impairment charges are included with equity in earnings (losses) of affiliated companies in the accompanying consoli-
dated statements of income.

PIRI -
In May 2000, NTT agreed to the sale of all shares it owned of Photonic Integration Research Inc. (“PIRI”), an affiliated company of NTT, to SDL
Inc. in exchange for SDL stocks.  In connection with this transaction, NTT recognized a gain on sales of investments in an affiliated company of
¥76,100 million.  The gain was based on a valuation for the 4,830 thousand shares of SDL stock received by NTT minus the book value of PIRI’s
stock and related expenses. 

Summarized financial information-
The following represents summarized financial information for NTT Group’s main investments in the year ended March 31, 2002 and 2003:

AT&T Wireless 3GUK KGT

Balance sheet data:
Current assets ¥633,192 ¥34,100 ¥26,695
Noncurrent assets 4,858,948 1,100,016 170,634
Current liabilities 370,851 64,214 35,156
Noncurrent liabilities 1,816,845 269,100 62,358
Minority interest 5,755 — —
Mandatorily redeemable preferred stock 18,105 — —
Mandatorily redeemable common stock 918,914 — —

Income statement data:
Revenues ¥1,956,689 ¥— ¥78,982
Operating income (loss) (32,296) (31,498) (3,584)
Income (loss) from continuing operations (276,022) (37,474) (6,422)
Net income (loss) (290,918) (37,474) (4,332)

2003

Millions of yen

2002

Millions of yen

AT&T Wireless KPNM

Balance sheet data:
Current assets ¥830,889 ¥100,660
Noncurrent assets 4,674,329 4,034,564
Current liabilities 452,852 1,649,764
Noncurrent liabilities 1,490,903 1,192,530
Minority interest 6,070 —
Mandatorily redeemable common stock 1,011,265 —

Income statement data:
Revenues ¥1,655,499 ¥506,330
Operating income (loss) 72,740 (28,304)
Income from continuing operations 24,328 100,252
Net income (loss) (107,893) 84,468
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NTT's share of undistributed earnings of its affiliated companies included in its consolidated retained earnings were ¥13,720 million,
¥21,905 million and ¥29,901 million ($249 million) as of March 31, 2001, 2002 and 2003, respectively.

The total carrying value of NTT's investments in its affiliated companies in the consolidated balance sheets as of March 31, 2002 and 2003
was lower than its aggregate underlying equity in net assets of such affiliated companies by ¥197 million and ¥339,564 million ($2,830 million),
respectively.

8. Marketable securities and other investments:
Marketable securities and other investments include available-for-sale securities and held-to-maturity securities.  The aggregate carrying
amounts, gross unrealized holding gains, gross unrealized holding losses and fair value by major security type at March 31, 2002 and 2003 are
as follows:

AT&T Wireless 3GUK KGT

Balance sheet data:
Current assets $5,277 $284 $222
Noncurrent assets 40,491 9,167 1,422
Current liabilities 3,090 535 293
Noncurrent liabilities 15,140 2,243 520
Minority interest 48 — —
Mandatorily redeemable preferred stock 151 — —
Mandatorily redeemable common stock 7,658 — —

Income statement data:
Revenues $16,306 $— $658
Operating income (loss) (269) (262) (30)
Income (loss) from continuing operations (2,300) (312) (54)
Net income (loss) (2,424) (312) (36)

Millions of yen

2002

Carrying amounts Gross unrealized gains Gross unrealized losses Fair value

Millions of yen

2003

Carrying amounts Gross unrealized gains Gross unrealized losses Fair value

Millions of U.S. dollars

2003

Carrying amounts Gross unrealized gains Gross unrealized losses Fair value

Available-for-sale:
Equity securities ¥59,513 ¥12,453 ¥946 ¥71,020
Debt securities 1,984 128 — 2,112

Held-to-maturity:
Debt securities 40,580 487 353 40,714

Total ¥102,077 ¥13,068 ¥1,299 ¥113,846

Available-for-sale:
Equity securities ¥72,037 ¥7,641 ¥13,430 ¥66,248
Debt securities 1,171 181 — 1,352

Held-to-maturity:
Debt securities 37,189 620 143 37,666

Total ¥110,397 ¥8,442 ¥13,573 ¥105,266

Available-for-sale:
Equity securities $600 $64 $112 $552
Debt securities 10 1 — 11

Held-to-maturity:
Debt securities 310 5 1 314

Total $920 $70 $113 $877

2003
Millions of U.S. dollars
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Proceeds from sales of available-for-sale securities for the years ended March 31, 2001, 2002 and 2003 were ¥167,373 million, which pri-
marily consist of sale of SDL stock of ¥145,835 million, ¥19,450 million, which primarily consist of sale of KDDI stock of ¥15,913 million, and
¥8,740 million ($73 million), which primarily consist of sale of Nextel Communications, Inc. stock of ¥2,536 million ($21 million), respectively. On
those sales, gross realized gains computed on the average cost basis for each fiscal year ended March 31, 2001, 2002 and 2003 were ¥38,885
million, ¥1,120 million and ¥1,052 million ($9 million), respectively and gross realized losses for each of the related periods were ¥39 million,
¥35,496 million and ¥1,223 million ($10 million), respectively. These amounts are included in "Other, net" in the accompanying consolidated
statements of income and in "Cash flows from operating activities: Other" in the accompanying consolidated statements of cash flows.

The amounts of net losses reclassified out of accumulated other comprehensive income (loss) into retained earnings for the years ended
March 31, 2002 and 2003 were ¥2,686 million and ¥348 million ($3 million), respectively.

Maturities of debt securities classified as held-to-maturity at March 31, 2003 are as follows:

On January 22, 2001, NTT DoCoMo invested $9.8 billion (¥1,142.5 billion) in AT&T Wireless Group.  The $9.8 billion cost was allocated
based on estimated fair values at date of investment to AT&T preferred tracking stock of $9.5 billion (¥1,111.8 billion) and warrants of $0.3 bil-
lion (¥30.7 billion) and were accounted for on the cost basis.  On July 9, 2001 upon the split-off of AT&T Wireless and automatic conversion of
its investment into AT&T Wireless common stock and warrants, NTT DoCoMo began to account for its investment in AT&T Wireless common
stock on the equity method, while the warrants began to be carried on a mark to market basis.  In this regard, a market value write-down of
¥28,534 million and ¥599 million ($5 million) has been included in "Other, net" in the consolidated statements of income for the years ended
March 31, 2002 and 2003 and in "Cash flows from operating activities: Other" in the accompanying consolidated statements of cash flows for
the years ended March 31, 2002 and 2003, respectively.  The warrants continue to be included in "Marketable securities and other invest-
ments" in the consolidated balance sheet as of March 31, 2003, with a carrying value of ¥1,706 million ($14 million).  Market value of the war-
rants was computed using the Black-Scholes option pricing methodology.

In the ordinary course of business, NTT maintains long-term investment securities, included in marketable securities and other investments.
The aggregate carrying amounts of the investments in privately held companies were ¥69,797 million and ¥91,170 million ($760 million) at
March 31, 2002 and 2003, respectively.  The corresponding fair values at those dates were not readily determinable.  Other investments in vari-
ous private companies in which NTT does not have significant influence are recorded using the cost method of accounting.

9. Goodwill and other intangible assets:

Goodwill -
On September 8, 2000, NTT Communications completed its acquisition of Verio.  The acquisition, which was recorded under the purchase
method of accounting, included the purchase of Verio's outstanding shares for a total purchase price of ¥529,639 million.  A portion of the pur-
chase price has been allocated to assets and liabilities assumed based on the estimated fair value at the date of acquisition while the balance of
$5,199 million was recorded as goodwill and was amortized over ten years.

The allocation of the purchase on September 8, 2000 was as follows:

Common shares $4,427
Preferred shares 449
Warrants 74
Merger costs 27
Other 43

Gross purchase consideration $5,020
Current assets $681
Net equipment and leasehold improvements 320
Goodwill 5,199
Other intangible acquired 595
In-process research and development 80
Other assets 54
Liabilities assumed and other (1,909)

$5,020

Millions of
U.S. dollars

Millions of yen

2003

Carrying amounts Fair value Carrying amounts Fair Value

Due within 1 year ¥11,104 ¥11,338 $93 $94
Due after 1 year through 5 years 21,585 21,935 180 183
Due after 5 years through 10 years 4,500 4,393 37 37
Due after 10 years — — — —

Total ¥37,189 ¥37,666 $310 $314

Millions of U.S. dollars

2003
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As discussed in Note 2, upon the adoption of SFAS 142, NTT reconsidered the classification between existing goodwill and intangible assets
in accordance with SFAS 141 and reclassified assembled workforce from intangible assets to goodwill at April 1, 2001.

In addition to the transitional goodwill impairment test as discussed in Note 2, which resulted in a pre-tax transitional impairment loss of
¥257,799 million relating to Verio, a reporting unit of the long distance communications and international services segment, NTT has also com-
pleted the impairment test as certain events or changes in circumstances indicated that goodwill of a reporting unit might be impaired.

Due to increased competition, collapse of the dot-com bubble economy, increasing debt burdens and significant volatility in share prices in
the telecommunications and internet related companies in the U.S. market, Verio reported that its revenues would be lower than expected in
their fiscal year ended December 31, 2001.  Based on that trend, Verio revised its business plan, including a change of the sales strategy and a
reduction of operating costs.  As a result, NTT recorded a pre-tax goodwill impairment loss of ¥203,367 million included in "Write-down of
goodwill and other intangible assets" in the consolidated statement of income for the year ended March 31, 2002 under SFAS 142. 

In September 2002, Verio made a downward revision in its business plans due to such factors as the stagnant U.S. economy and decline in
market demand, which have led to the deterioration of the business environment. It was in response to changes in Verio's business plans that
NTT performed the goodwill impairment test and recorded an impairment loss of ¥30,083 million ($251 million) included in "Write-down of
goodwill and other intangible assets" in the consolidated statement of income for the year ended March 31, 2003.  Since then, Verio's perfor-
mance has accorded to its revised business plan and management does not believe that the fair value of that reporting unit declines.  As of
March 31, 2003, Verio had goodwill of ¥69,428 million ($579 million).

NTT recorded goodwill of ¥127,884 million ($1,066 million) for the year ended March 31, 2003, in connection with NTT DoCoMo's share
exchanges, which is all related to the wireless services segment.  Further explanation is given in Note 20.

The changes in the carrying amount of goodwill by operating segment for the years ended March 31, 2002 and 2003 are as follows:

Prior to the adoption of SFAS 142, goodwill amortization expense was ¥37,472 million,  included in "Depreciation, amortization and loss on
disposal of property, plant and equipment" in the consolidated statement of income for the year ended March 31, 2001.

Millions of yen

2002

Balance at March 31, 2001 ¥562,063 ¥5,312 ¥567,375
Cumulative effect of an accounting change

(Transitional impairment losses) (257,799) — (257,799)
Goodwill acquired during year — — —
Impairment losses (203,367) — (203,367)
Balance at March 31, 2002 ¥100,897 ¥5,312 ¥106,209

Millions of yen

2003

Balance at March 31, 2002 ¥100,897 ¥5,312 ¥106,209
Goodwill acquired during year 1,439 127,884 129,323
Impairment losses (30,083) — (30,083)
Foreign currency translation adjustments (1,387) — (1,387)
Balance at March 31, 2003 ¥70,866 ¥133,196 ¥204,062

Long distance
communications
and international

services

Long distance
communications
and international

services

Wireless services

Wireless services

Total

Total

Millions of U.S. dollars

2003

Balance at March 31, 2002 $841 $44 $885
Goodwill acquired during year 12 1,066 1,078
Impairment losses (251) — (251)
Foreign currency translation adjustments (11) — (11)
Balance at March 31, 2003 $591 $1,110 $1,701

Long distance
communications
and international

services

Wireless services Total
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Other intangible assets -
Intangible assets subject to amortization comprise the following:

In above table, the net carrying amounts of computer software as of March 31, 2002 and 2003 are ¥1,310,315 million and ¥1,175,146 mil-
lion ($9,793 million), respectively.

Upon adoption of SFAS 142, NTT reassessed the useful lives of its intangible assets, adjusted the remaining amortization periods, and deter-
mined that no intangible assets have indefinite lives.  The aggregate amortization expense for intangible assets for the years ended March 31, 2001,
2002 and 2003 were ¥423,163 million, ¥495,884 million and ¥501,984 million ($4,183 million), respectively.
In addition, as Verio revised its business plan, NTT recorded, in accordance with SFAS 121/144, a pre-tax impairment loss of intangible assets
amounting to ¥28,437 million and ¥6,858 million ($57 million) for the years ended March 31, 2002 and 2003, respectively, which is included in
"Write-down of goodwill and other intangible assets" in the consolidated statements of income.

Computer software is recorded at cost and is amortized on a straight-line basis over an estimated useful life, which is generally five years.
Rights to use utility facilities are acquired for lump-sum cash payments and mainly consist of cable tunnel and public use joint tunnels.  Such
rights are recorded at cost and are amortized on a straight-line basis over their estimated useful lives of eighteen years.  Other intangibles are
also recorded at cost and amortized on a straight-line basis over their estimated useful lives averaging twelve years.

The estimated aggregate amortization expense for intangible assets during each of the five years in the period ending March 31, 2008 are as
follows:

The following table reflects the NTT's comparative net income (loss) and net income per share before goodwill and intangible amortization
under SFAS 142:

2001 2002 2003 2003
Reported income (loss) before cumulative

effect of accounting changes ¥533,819 ¥(684,790) ¥256,238 $2,136
Add back:

Goodwill amortization 37,472 — — —
Embedded goodwill amortization related to

equity method investments 12,265 — — —
Adjust:

Customer base amortization (1,148) — — —
Adjusted income (loss) before cumulative

effect of accounting changes ¥582,408 ¥(684,790) ¥256,238 $2,136
Reported net income (loss) ¥533,819 ¥(834,672) ¥233,358 $1,945
Add back:

Goodwill amortization 37,472 — — —
Embedded goodwill amortization related to

equity method investments 12,265 — — —
Adjust:

Customer base amortization (1,148) — — —
Adjusted net income (loss) ¥582,408 ¥(834,672) ¥233,358 $1,945

Millions of
U.S. dollarsMillions of yen

Millions of
yen

Year ending March 31 2003 2003
2004 ¥383,334 $3,194
2005 297,264 2,477
2006 233,896 1,949
2007 161,880 1,349
2008 81,354 678

Millions of
U.S. dollars

2002 2003 2003
Computer software ¥2,901,880 ¥3,149,155 $26,243
Rights to use utility facilities 309,137 312,097 2,601
Other 86,318 127,237 1,060
Accumulated amortization (1,826,186) (2,218,885) (18,491)

Total ¥1,471,149 ¥1,369,604 $11,413

Millions of
U.S. dollarsMillions of yen
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10. Short-term borrowings and long-term debt:
Short-term borrowings at March 31, 2002 and 2003 comprised the following:

2001 2002 2003 2003
Basic and diluted net income per share:

Reported income (loss) before cumulative
effect of accounting changes ¥33,466 ¥(42,442) ¥15,976 $133

Add back -
Goodwill amortization 2,349 — — —
Embedded goodwill amortization related to

equity method investments 769 — — —
Adjust:

Customer base amortization (72) — — —
Adjusted income (loss) before cumulative effect of

accounting changes ¥36,512 ¥(42,442) ¥15,976 $133
Basic and diluted net income per share:

Reported net income (loss) ¥33,466 ¥(51,732) ¥14,549 $121
Add back -

Goodwill amortization 2,349 — — —
Embedded goodwill amortization related to

equity method investments 769 — — —

Adjust:
Customer base amortization (72) — — —

Adjusted net income (loss) ¥36,512 ¥(51,732) ¥14,549 $121

U.S. dollarsyen

2002 2003 2003
Borrowing denominated in Japanese yen:

Unsecured short-term bank loans bearing interest at weighted
average rates of 0.32% and 0.30% per annum at March 31,
2002 and 2003, respectively ¥319,160 ¥208,033 $1,734

Commercial paper of 0.11% and 0.04% per annum at March
31, 2002 and 2003, respectively 265,100 186,900 1,558

Borrowing denominated in U.S. dollar:
Unsecured short-term bank loans bearing interest at weighted

average rates of 2.14% and 1.90% per annum at March 31,
2002 and 2003, respectively 16,245 16,688 139

Borrowing denominated in Malaysian ringgit:
Unsecured short-term bank loans bearing interest at weighted

average rates of 4.18% per annum at March 31, 2003 — 270 2
¥600,505 ¥411,891 $3,433

Millions of
U.S. dollarsMillions of yen
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Long-term debt at March 31, 2002 and 2003 comprised the following:

All holders of the bonds and notes issued by NTT, referred to in the above table, generally have preferential rights under the NTT Law to be
paid prior to other unsecured indebtedness, subject to certain general preferential rights provided for in the Japanese Civil Code, such as prefer-
ential rights of employees to wages.

The bond and note agreements relating to NTT's long-term debt at March 31, 2003 stipulate that certain of the bonds and notes are
redeemable at the option of NTT, generally at the principal amount.  Additionally, such agreements generally provide that the bonds and notes
may be purchased by NTT at the current value.

Debt totaling ¥20,000 million ($167 million) is included in "Long-term debt," and its related asset that is restricted to the repayment of the
debt obligation is included in "Other assets" in the accompanying consolidated balance sheet as of March 31, 2003.

The balance of long-term debt as of March 31, 2003, and the aggregate amounts of annual maturities from year ending March 31, 2004 to
year ending March 31, 2008 and thereafter are as follows:

As of March 31, 2003, NTT Group has unused overdraft accounts and committed lines of credit amounting to ¥1,566 billion ($13,050 mil-
lion) and can borrow up to 2 to 12 months from the banks with whom NTT's subsidiaries have overdraft accounts and committed line contracts.
These contracts are subject to renewal every year.

Year ending March 31
2004 ¥821,469 $6,846
2005 1,086,967 9,058
2006 743,839 6,199
2007 610,604 5,088
2008 712,819 5,940
Thereafter 2,303,093 19,193

Total ¥6,278,791 $52,324

Millions of
U.S. dollars

Millions of
yen

2002 2003 2003
Debt denominated in Japanese yen:

0.16% - 4.9% coupon bonds due 2003 - 2013 ¥2,450,700 ¥2,641,650 $22,014
0.1475% - 2.5% Euro yen notes due 2003 - 2007 153,000 182,734 1,523
0.3% (weighted average) floating rate domestic bonds

due 2005-2007 3,000 3,000 25
0.1% (weighted average) floating rate Euro yen notes

due 2003-2005 25,000 35,000 292
Secured indebtedness to banks -

2.4% (weighted average) loans due 2003 - 2019 22,411 5,357 45
Unsecured indebtedness to banks -

1.6% (weighted average) loans due 2003 - 2022 2,739,416 2,668,377 22,236
0.3% (weighted average) floating rate loans

due 2003 - 2009 350,772 332,736 2,773
5,744,299 5,868,854 48,908

Debt denominated in foreign currencies:
3.5% - 6.0% U.S. dollar notes due 2004- 2008 268,500 193,820 1,615
2.34188% floating rate U.S. dollar notes due 2007 10,740 9,696 81
5.125% Swiss franc bonds due 2006 27,224 7,998 66
7.375% Sterling pound bonds due 2003 48,463 48,363 403
3.75% Euro notes due 2006 88,230 98,498 821
Unsecured indebtedness to banks -

1.8% (weighted average) U.S. dollar floating rate
loans due 2004 - 2007 14,615 53,000 442

457,772 411,375 3,428
Total long-term debt principal 6,202,071 6,280,229 52,336
Less - Deferred bond discounts (1,793) (1,438) (12)

6,200,278 6,278,791 52,324
Less - Current maturities (755,112) (821,469) (6,846)
Total long-term debt ¥5,445,166 ¥5,457,322 $45,478
Interest rates and due dates are in the above table stated at March 31, 2003.

Millions of
U.S. dollarsMillions of yen
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11. Employees' severance payments:

(1) NTT Severance Payment Scheme
Employees whose services with NTT Group are terminated are normally entitled to lump-sum severance payments and pension payments based
on the NTT Severance Payment Plan, determined by reference to the employee's basic rate of pay, length of service and other conditions.

In the year ended March 31, 1993, NTT and certain subsidiaries introduced a non-contributory funded pension plan. The benefits under the
plan cover 28 percent of the indemnities under existing regulations to employees who are more than 50 years old and will be retiring after
twenty or more years of service.  The benefits are also payable in a lump sum at the option of the employee.  In the year ended March 31, 2001,
NTT revised the severance indemnity plan, which resulted in the reduction of the projected benefit obligation.  The effect of such a reduction in
the projected benefit obligation has been reflected as an offset of unrecognized prior service cost.  

On November 9, 2001, NTT and its seven consolidated subsidiaries, including NTT East and NTT West, agreed with the labor union to imple-
ment the Structural Reform Plan, which resulted in the reduced expected years of future services of current employees of NTT East and NTT
West.  The effect of this change in the actuarial assumption of employees' expected years of future services increased the projected benefit oblig-
ation and was reflected as an actuarial loss.  This plan included reducing personnel costs through adopting a fundamental outsourcing strategy
and diversifying employment types, and further reductions in various other costs.  Under this plan, NTT East and NTT West moved their order-
taking, SOHO sales, equipment maintenance and operations, repair work, etc., to newly-established outsourcing companies in each region (pre-
fecture or block of prefectures) and introduced a plan whereby transferred employees age 51 or over would be retired from NTT East and NTT
West and rehired by the outsourcing companies.  On May 1, 2002, upon the implementation of this plan, a total of approximately 60,000
employees of NTT East and NTT West were retired from these companies and rehired by the outsourcing companies, which resulted in a curtail-
ment of the severance indemnity plan that significantly reduced the expected years of future services of current employees of NTT East and NTT
West, in accordance with Statement of Financial Accounting Standards No. 88, "Employers' Accounting for Settlements and Curtailments of
Defined Benefit Pension Plans and for Termination Benefits."  In this connection, a curtailment loss of ¥322,736 million was recognized in the
year ended March 31, 2002.

In March 2003, NTT and its eighteen consolidated subsidiaries, including NTT East and NTT West, introduced a point system under which a
set sum is added every year reflecting the individual employee's performance over that year.  Although the plan amendment did not intend to
lower the level of severance payments, this amendment changed estimated payments for employees with a reduction of the projected benefit
obligation as of March 31, 2003, totaling of ¥70,188 million ($585 million).  From the year ending March 31, 2004, the effect of such a reduc-
tion in the projected benefit obligation will be reflected as an offset to the amortization of unrecognized prior service cost over the remaining
service periods.

The following table presents the reconciliation of the changes in the plan's benefit obligations and fair value of plan assets based on the NTT
Severance Payment Scheme, etc., during the years ended March 31, 2002 and 2003:

(*1) Unrecognized prior service cost has been amortized on the straight-line method over the average remaining service period of
employees expected to receive benefits under the plan.

2002 2003 2003
Change in benefit obligations:

Benefit obligation, beginning of year ¥3,771,242 ¥3,958,727 $32,989
Service cost 130,725 101,199 843
Interest cost 110,567 66,487 554
Plan amendment — (70,188) (585)
Actuarial loss (gain) 15,745 172,134 1,435
Curtailments 258,752 — —
Other 170 5,737 48
Benefit payments (328,474) (1,431,412) (11,928)
Benefit obligation, end of year 3,958,727 2,802,684 23,356

Change in fair value of plan assets:
Fair value of plan assets, beginning of year 767,870 879,410 7,328
Actual return on plan assets (22,117) (107,634) (897)
Employer contributions 166,654 97,406 812
Other (170) 3,803 32
Benefits payments (32,827) (74,402) (620)
Fair value of plan assets, end of year 879,410 798,583 6,655

At March 31:
Funded status (3,079,317) (2,004,101) (16,701)
Unrecognized net actuarial loss 135,183 434,653 3,622
Unrecognized transition obligation 14,886 10,185 85
Unrecognized prior service cost (*1) (119,756) (151,242) (1,260)
Net amount recognized ¥(3,049,004) ¥(1,710,505) $(14,254)

Millions of
U.S. dollarsMillions of yen
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The following table provides the amounts recognized in the consolidated balance sheets:

Accumulated benefit obligations and fair values of plan assets in the pension scheme that recognizes the minimum obligation on March 31,
2003, are ¥2,743,057 million ($22,859 million) and ¥2,486,605 million ($20,722 million), respectively.

The charges to income for employees' severance indemnities for each of the three years in the period ended March 31, 2003 included the
following components:

(2) Social Welfare Pension Scheme and the NTT Kosei-Nenkin-Kikin
Since incorporation in April 1985, both NTT Group and its employees have made contributions every year to the Nippon Telegraph and
Telephone Mutual Aid Plan ("NTT Mutual Aid Plan"), which was one of the Japanese government-regulated social welfare pension schemes,
based on the Public Corporation Employee Mutual Aid Association Law, and was operated to pay pension benefits to the retired/existing
employees of NTT, the Public Corporation and/or their predecessor government organizations (Ministry of Communications [in the area of
telecommunications] and the Ministry of Telecommunications).  The NTT Mutual Aid Plan was considered as a multi-employer plan as defined by
Statement of Financial Accounting Standards No. 87 ("SFAS 87"), "Employers' Accounting Pensions" and accordingly, expense was recognized
as contributions were owed to such plan.

As part of the Japanese social welfare pension scheme restructuring in 1997, the Japanese Welfare Pension Insurance Law was amended
effective April 1, 1997 to integrate the NTT Mutual Aid Plan under the Public Corporation Employee Mutual Aid Association Law with the
Welfare Pension Insurance Scheme under the Japanese Welfare Pension Insurance Law. This converted the NTT Mutual Aid Plan into a) the
national Kosei-Nenkin ("National Plan"), b) the NTT Kosei-Nenkin-Kikin ("NTT Plan") and c) the Special Accounting Fund for the NTT plan (for-
mer NTT Mutual Aid Plan).

a) The National Plan
The National Plan is a government-regulated social welfare pension plan under the Japanese Welfare Pension Insurance Law and since April
1997, both NTT Group and its employees have made contributions to such plan every year.  It is considered as a multi-employee plan as defined
by SFAS 87 and contributions are recognized as expenses when contributions are owed to such plan.  The total amounts of contributions were
¥92,128 million, ¥89,913 million and ¥85,888 million ($716 million) for the years ended March 31, 2001, 2002 and 2003, respectively. 

2002 2003 2003
At March 31:

Liability for employees' severance payments ¥(3,065,921) ¥(1,967,583) $(16,396)
Other intangibles and other assets — 8,934 74
Accumulated other comprehensive loss 16,917 248,144 2,068
Net amount recognized ¥(3,049,004) ¥(1,710,505) $(14,254)

Millions of
U.S. dollarsMillions of yen

2001 2002 2003 2003
Service cost ¥132,152 ¥130,725 ¥101,199 $843
Interest cost on projected benefit obligation 110,874 110,567 66,487 554
Expected return on plan assets (20,380) (24,997) (23,853) (199)
Amortization of unrecognized net acturial loss 2,600 3,542 2,759 23
Amortization of unrecognized transition obligation 69,572 69,497 4,701 39
Amortization of unrecognized prior service cost (30,884) (30,916) (38,695) (322)

263,934 258,418 112,598 938
Curtailment loss — 322,736 — —
Total cost for employees' severance 

indemnities as recorded in the 
consolidated statements of income ¥263,934 ¥581,154 ¥112,598 $938

Assumptions in determination of 
net pension cost:
Discount rate 3.0% 2.5% 2.0%
Long-term rate of salary increases 3.0% 1.6-4.2% 1.5-3.4%
Long-term rate of return on funded assets 3.0% 3.0% 2.5%

Millions of
U.S. dollarsMillions of yen
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b) The NTT Plan
NTT established the NTT Plan in April 1997.  Both NTT Group and its employees have made contributions to such plan to enhance benefits to the
employees by adding certain additional portion representing the noncontributory employer's pension plan.  The NTT Plan is regulated by the
Japanese Welfare Pension Insurance Law and covers a substitutional potion of the National Plan.  The NTT Plan is considered a defined benefit
pension plan as defined by SFAS 87 and accounts for benefit obligations etc. separately from the NTT Severance Payment Scheme as described
in the preceding paragraph in (1) above.

In the year ended March 31, 2002, based on revisions of the Japanese Welfare Pension Insurance Law in March 2000, NTT amended the NTT
Plan's provision that the beginning date of giving benefits to its employees was deferred from 60 years old to 65 years old.  The amendment
reduced its projected benefit obligation.

In June 2003, under the Law Concerning Defined-Benefit Corporate Pension Plans, NTT applied to the Japanese Government for permission
to be alleviated of the future obligations to disburse the NTT Plan benefits covering the substitutional portion. If permission is granted, NTT will
not only be exempt from the future obligations to disburse such pension benefits, but also, after September 2003, NTT will be able to apply to
be exempted from the existing obligations to disburse the NTT Plan benefits covering the substitutional portion, and if NTT were granted the
exemption, the substitutional portion of the benefit obligation and related assets would be transferred from the NTT Plan to the Government. It
is expected that the transfer of the substitutional portion of the benefit obligations and related assets, as stated in Note 2, will be recorded as
profit accompanying the partial settlement of the employees' severance payment scheme in accordance with EITF 03-02. However, it is undeter-
mined when the permission and the transfer of the substitutional portion of the benefit obligations and related assets will take place and what
the sum accompanying the settlement will be.

The following table presents a reconciliation of the changes in the NTT Plan's benefit obligations and fair value of assets of the NTT Plan at
March 31, 2002 and 2003:

The following table provides the amounts recognized in the consolidated balance sheets:

Accumulated benefit obligations and fair values of plan assets in the pension scheme that recognizes the minimum obligation at March 31,
2003, are ¥1,442,433 million ($12,020 million) and ¥1,161,405 million ($9,678 million), respectively.

2002 2003 2003
Change in benefit obligations:

Benefit obligation, beginning of year ¥1,272,946 ¥1,528,344 $12,736
Service cost 139,736 123,421 1,028
Interest cost 38,081 38,473 321
Plan amendment (36,411) — —
Actuarial loss (gain) 122,126 146,717 1,223
Other (5,544) 26,474 221
Benefit payments (2,590) (4,923) (41)
Benefit obligation, end of year 1,528,344 1,858,506 15,488

Change in fair value of plan assets:
Fair value of plan assets, beginning of year 987,087 1,021,854 8,515
Actual return on plan assets (29,231) (131,693) (1,097)
Employer contributions 39,567 35,953 300
Employee contributions 31,273 28,532 238
Other (4,252) 19,583 163
Benefits payments (2,590) (4,915) (41)
Fair value of plan assets, end of year 1,021,854 969,314 8,078

At March 31:
Funded status (506,490) (889,192) (7,410)
Unrecognized net actuarial loss 391,522 676,557 5,638
Unrecognized prior service cost (*1) (49,686) (45,289) (377)
Net amount recognized ¥(164,654) ¥(257,924) $(2,149)

Millions of
U.S. dollarsMillions of yen

At March 31, 2002 2003 2003
Liability for employee's severance payments ¥(198,870) ¥(538,952) $(4,491)
Accumulated other comprehensive loss 34,216 281,028 2,342

Net amount recognized ¥(164,654) ¥(257,924) $(2,149)

Millions of
U.S. dollarsMillions of yen

(*1) Unrecognized prior service cost has been amortized on the straight-line method over the average remaining service period of
employees expected to receive benefits under the plan.



64

The charges to income for employees' severance indemnities for each of the three years in the period ended March 31, 2003 included the
following components:

c) Special Accounting Fund for the NTT Plan (former NTT Mutual Aid Plan)
The Special Accounting Fund for the NTT Plan (former NTT Mutual Aid Plan) is a transitional pension plan created to settle the former NTT
Mutual Aid Plan in accordance with the Law to Partially Amend the Japanese Welfare Pension Insurance Law and other legislation. The NTT
Mutual Aid Plan was integrated with the National Plan in April 1997, and the Special Accounting Fund for the NTT Plan aims to provide pension
benefits for employees who retired before the 1997 shift in the scheme based on the Former Public Corporation Employee Mutual Aid
Association Law.

Based on the provisions of the Law to Partially Amend the Japanese Welfare Pension Insurance Law and other legislation, NTT pays contribu-
tions set by the Japanese Government every year to the Special Accounting Fund for the NTT Plan to cover the costs of pension benefits based
on the Former Public Corporation Employee Mutual Aid Association Law to cover benefits for the period of service in and prior to June 1956 of
employees who retired in July 1956 or later from working at the Nippon Telegraph and Telephone Corporation, the Nippon Telegraph and
Telephone Public Corporation, and/or their predecessor government organizations (Ministry of Communications [in the area of telecommunica-
tions] and the Ministry of Telecommunications).

The Special Accounting Fund for the NTT Plan is a social welfare pension scheme as well as the former NTT Mutual Aid Plan and the current
National Plan.  It is considered as a multi-employee plan as defined by SFAS 87 and contributions are recognized as expenses when contributions
are owed to such plan. The amounts of contributions are ¥90,983 million, ¥88,904 million and ¥77,376 million ($645 million) for the years
ended March 31, 2001, 2002 and 2003, respectively, and NTT expects such contributions will decrease year by year.

12. Restructuring charges:
In the year ended March 31, 2002, NTT recorded restructuring costs in relation to the implementation of the business restructuring of NTT East
and NTT West, both of which form part of the regional communications services segment.  In the financial statements at March 31, 2002, the
accrued amount of these costs was included in "Liability for employees' severance payments" in the amount of ¥322,736 million, and in
"Accrued payroll" in the amount of ¥196,090 million.  In accordance with progress being made with the restructuring, within the aforesaid
accrued amount ¥322,736 million ($2,689 million) of "Liability for employees' severance payments" and ¥150,113 million ($1,251 million) of
"Accrued payroll" were disbursed in the year ended March 31, 2003.

In the year ended March 31, 2002, NTT also recorded restructuring costs in relation to the reform of business activities relating to Verio and
to the implementation of restructuring by domestic subsidiaries other than NTT East and NTT West.  At March 31, 2002, the accrued amount of
these costs was included in "Accrued payroll" in the amount of ¥19,907 million, and in "Other" in the "Current liabilities" section of the bal-
ance sheet in the amount of ¥61,281 million.  In accordance with progress being made with the reforms at Verio and with the restructuring,
within the aforesaid accrued amount ¥18,998 million ($158 million) of "Accrued payroll" and ¥41,909 million ($349 million) of "Other" were
disbursed in the year ended March 31, 2003.

2001 2002 2003 2003
Service cost ¥131,889 ¥139,736 ¥123,421 $1,028
Interest cost on projected benefit obligation 32,717 38,081 38,473 321
Expected return on plan assets (30,464) (30,629) (26,322) (219)
Amortization of unrecognized net acturial loss 29 7,834 21,033 175
Amortization of unrecognized prior service cost 1,310 (1,397) (4,385) (36)
Employee contributions (31,728) (31,273) (28,532) (238)
Total cost for employees' severance 

indemnities as recorded in the
consolidated statements of income ¥103,753 ¥122,352 ¥123,688 $1,031

Assumptions in determination of net pension cost:
Discount rate 3.0% 2.5% 2.0%
Long-term rate of salary increases 3.0% 2.0-4.7% 2.0-4.7%
Long-term rate of return on funded assets 3.0% 3.0% 2.5%

Millions of
U.S. dollarsMillions of yen
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Reconciliation in "Liability for employees' severance payments", "Accrued payroll" and "Other" in the years ended March 31, 2002 and
2003 is as follows:

13. Income taxes:
In September 2002, NTT applied for approval to submit a consolidated tax return, and approval was received in February 2003.  The accounting
procedures and presentation used in the consolidated tax return system are applied commencing with the year ended March 31, 2003.

Through the application of the Consolidated Tax System, from the year ended March 31, 2003, the amount of corporate income tax and
adjusted amounts related to corporate income tax, etc. will be calculated by totaling the taxable income of NTT and its wholly owned  sub-
sidiaries.  In addition, the realizable amount of deferred tax assets relating to corporate income tax will be assessed on the basis of the future
taxable income estimates of NTT and  its wholly owned subsidiaries.  As of March 31, 2003, NTT had 165 wholly owned subsidiaries in Japan,
including NTT East, NTT West and NTT Communications.

On March 31, 2003, the Law to Partially Revise the Local Tax Law was promulgated, which will introduce the pro forma standard taxation
system on April 1, 2004, for one-fourth of the corporate enterprise tax assessed on income where the tax is determined by a value-added assess-
ment rate applied to wages paid and by a capital assessment rate applied to capital.  As a result of the decrease in the effective tax rate used in
deferred tax expenses, when compared with the effective tax rate applied before this revision, net deferred tax assets decreased approximately
¥56,000 million ($467 million) and net income decreased approximately ¥47,000 million ($392 million) (net of minority interest).

NTT is subject to a number of different taxes, based on income with an aggregate normal statutory tax rate in Japan of approximately 42
percent.  Reconciliation of the difference of the effective tax rates of NTT and the normal statutory tax rates are as follows:

2002 2003 2003
Liability for employees' severance payments:

At beginning of year ¥— ¥322,736 $2,689
Additions 322,736 — —
Payments or settlements — (322,736) (2,689)

At end of year ¥322,736 ¥— $—
Accrued payroll:

At beginning of year ¥— ¥215,997 $1,800
Additions 253,327 — —
Payments or settlements (37,330) (169,111) (1,409)

At end of year ¥215,997 ¥46,886 $391
Other:
At beginning of year ¥— ¥61,281 $510
Additions 68,192 — —
Payments or settlements (1,870) (41,909) (349)
Foreign currency translation adjustments (5,041) (757) (6)

At end of year ¥61,281 ¥18,615 $155

Millions of
U.S. dollarsMillions of yen

(*1) NTT Group has recognized impairment losses which were not deducted in determining current taxes payable in the year ended
March 31, 2002.  However, the temporary difference between the written-down book basis and the tax basis of those investments
has been recognized as a deferred tax asset.  The excess of the amount of the recognized temporary difference over the tax effect of
the losses, resulted in a net benefit in determining income tax expense (benefit) in the year ended March 31, 2002.

2001 2002 2003
Normal statutory tax rate 41.96% (41.99)% 42.00%
Adjustment by introduction of pro forma 

standard taxation of corporate enterprise tax — — 3.91
Net tax effect of write-down of investments 

and recognition of temporary difference — (16.16) (*1) —
Net change in valuation allowance 3.16 (23.60) 2.68
Other 0.25 0.63 1.54
Effective tax rate 45.37% (81.12)% 50.13%

Percent of income
before income taxes
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Significant components of the deferred tax assets and liabilities at March 31, 2002 and 2003 are as follows:

The valuation allowance at March 31, 2002 and 2003 mainly relates to deferred tax assets of consolidated subsidiaries with operating loss
carryforwards for tax purposes that are not expected to be realized.  The net changes in the total valuation allowance for the year ended March
31, 2002 was an decrease of ¥21,345 million and for the year ended March 31, 2003 was an increase of ¥43,629 million ($364 million), respec-
tively.

During the year ended March 31, 2003, ¥6,380 million ($53 million) of tax benefits have been realized through utilization of operating loss
carryforwards.

Net deferred tax assets at March 31, 2002 and 2003 are included in the consolidated balance sheets as follows:

Operating loss carryforwards for tax purposes of consolidated subsidiaries at March 31, 2003 amounted to ¥1,170,623 million ($9,755 mil-
lion) and are available as an offset against future taxable income of such subsidiaries.  These carryforwards expire mainly in five years.
Realization is dependent on such subsidiaries generating sufficient taxable income prior to the expiration of the loss carryforwards.  Although
realization is not assured, management believes it is more likely than not that all of the deferred tax assets, less valuation allowance, will be real-
ized.  The amount of such net deferred tax assets considered realizable, however, could be reduced in the near term if estimates of future tax-
able income during the carryforward period are reduced.

14. Consumption tax:
The consumption tax rate, with minor exceptions, for all taxable goods and services is 5 percent.  Consumption tax payable or receivable is
determined based on consumption taxes levied on operating revenues offset by consumption taxes directly incurred by the company when pur-
chasing goods and services.

2002 2003 2003
Deferred income taxes(current assets) ¥274,760 ¥231,611 $1,930
Deferred income taxes(investments and other assets) 2,069,780 1,950,420 16,254
Other current liabilities (5,400) (4) (0)
Other long-term liabilities (480,252) (161,388) (1,345)

Total ¥1,858,888 ¥2,020,639 $16,839

Millions of
U.S. dollarsMillions of yen

2002 2003 2003
Deferred tax assets:

Liability for employees' severance payments ¥1,115,755 ¥844,238 $7,035
Accrued enterprise tax 31,420 28,224 235
Depreciation 178,342 200,161 1,668
Payable for additional lump-sum severance payments 89,153 10,147 85
Impairment of investments in foreign companies 725,203 837,248 6,977
Compensated absences 93,660 93,251 777
Accrued bonus 35,341 39,616 330
Unamortized purchases of the leased assets 48,719 46,662 389
Operating loss carryforward 101,416 474,560 3,955
Unrealized losses on securities — 1,953 16
Other 211,792 213,649 1,780
Total gross deferred tax assets 2,630,801 2,789,709 23,247
Less - Valuation allowance (19,887) (63,516) (529)
Total deferred tax assets 2,610,914 2,726,193 22,718

Deferred tax liabilities:
Unrealized gains on securities 2,534 — —
Special reserve for tax purposes 13,791 4,242 35
Gains on sales of subsidiary stocks 591,789 576,007 4,800
Foreign currency translation adjustments 91,917 57,536 479
Other 51,995 67,769 565
Total gross deferred tax liabilities 752,026 705,554 5,879
Net deferred tax assets ¥1,858,888 ¥2,020,639 $16,839

Millions of
U.S. dollarsMillions of yen
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15. Shareholders' equity:
According to the NTT Law, NTT must obtain authorization from the Minister of Public Management, Home Affairs, Posts and
Telecommunications for certain financial matters including (1) any new issue of shares, convertible debentures or debentures with preemptive
rights to acquire new shares; (2) any resolution for (i) a change in the Articles of Incorporation, (ii) an appropriation of profits or (iii) any merger
or dissolution; and (3) any disposition of major telecommunications trunk lines and equipment or providing mortgages on such properties.

On November 24, 1995, based upon the resolution of the Board of Directors' Meeting held on April 28, 1995, NTT capitalized the aggregate
amount of ¥15,600 million of its additional paid-in capital to the common stock account and made a free share distribution of 312,000 shares
to shareholders of record at September 30, 1995 representing 2 percent of outstanding shares.  Under the Japanese GAAP, no accounting entry
is required for such a free share distribution.  Had the distribution been accounted for under generally accepted accounting principles in the
United States, ¥234,624 million would have been transferred from retained earnings to the applicable capital accounts.

On November 10, 2000, based upon the resolution of the Board of Directors' Meeting held on September 29, 2000 and October 23, 2000,
NTT issued 300,000 shares of common stock at a price of ¥949 thousand per share.  NTT recorded ¥142,350 million in common stock and of
¥139,260 million in additional paid-in capital.

The Japanese Commercial Code provides that (i) all appropriations of retained earnings, including dividends, require approval at an ordinary
general meeting of shareholders, (ii) interim cash dividends can be distributed upon the approval of the board of directors, if the Articles of
Incorporation provide for such interim cash dividends, subject to some restrictions in the amount, and (iii) an amount equal to at least 10 percent
of cash dividends and other appropriations paid in cash be appropriated from retained earnings to a legal reserve until the aggregated amount
of capital surplus and legal reserve equals 25 percent of stated capital computed in accordance with generally accepted accounting principles in
Japan.

The capital surplus and legal reserve, up to 25 percent of stated capital, are not available for dividends but may be used to reduce a deficit or
may be transferred to stated capital.  The capital surplus and legal reserve, exceeding 25 percent of stated capital, are available for distribution
upon approval of the shareholders' meeting.

The amount of statutory retained earnings of NTT available for the payments of dividends to shareholders as of March 31, 2003 was
¥1,355,521 million ($11,296 million).

In accordance with customary practice in Japan, the appropriations are not accrued in the financial statements for the period to which they
relate but are recorded in the subsequent accounting period after shareholders' approval has been obtained.  Retained earnings in the accompa-
nying consolidated financial statements at March 31, 2003 includes amounts representing final cash dividends of ¥39,831 million ($332 million),
¥2,500 ($21) per share, which were approved at the shareholders' meeting held on June 27, 2003.

Prior to the recent amendments to the Japanese Commercial Code, purchase and retirement by NTT of its own shares could be made at any
time by resolution of the Board of Directors' Meeting up to the number of shares and total purchase price as described above.  However, follow-
ing such amendments, purchase by NTT of its own shares is subject to the prior approval of shareholders at the Ordinary General Meeting of
Shareholders, which includes the maximum number of shares purchased and the maximum total purchase amount.  Once such approval of
shareholders is obtained, NTT may purchase its own shares at any time during the period up to the conclusion of next Ordinary General Meeting
of Shareholders.

On May 14, 2002, the Board of Directors of NTT resolved the following proposals in accordance with the modified Japanese Commercial
Code.  The proposals, which were discussed by the General Meeting of Shareholders held on June 27, 2002, resolve that NTT could acquire up
to a total not exceeding 200,000 outstanding shares of its common stock at an amount in a total not exceeding ¥100 billion ($833 million) until
the conclusion of the General Meeting of Shareholders to be held for the year ended March 31, 2003. On October 8, 2002, based on this reso-
lution, NTT acquired 200,000 shares of its common stock for total purchase price ¥86,200 million ($718 million).

Based on the resolution of the Board of Directors' Meeting held on March 25, 2003, NTT retired 202,145 of its own shares (purchase price:
¥87,182 million ($727 million) ).

On May 13, 2003, the Board of Directors of NTT resolved the proposals that NTT may acquire up to a total not exceeding 200,000 outstand-
ing shares of its common stock in an amount in a total not exceeding ¥100 billion ($833 million) until the conclusion of the General Meeting of
Shareholders to be held for the year ending March 31, 2004. The proposals were discussed and resolved by the General Meeting of
Shareholders held on June 27, 2003.
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Accumulated other comprehensive income (loss) -
An analysis of the changes for the years ended March 31, 2001, 2002 and 2003 in accumulated other comprehensive income (loss) is shown
below:

2001 2002 2003 2003
Unrealized gain (loss) on securities:

At beginning of year ¥75,321 ¥21,743 ¥20,707 $172
Change during the year (53,578) (1,036) (23,120) (192)

At end of year ¥21,743 ¥20,707 ¥(2,413) $(20)
Unrealized gain (loss) on derivative

instruments:
At beginning of year ¥— ¥— ¥(9,717) $(81)
Cumulative effect of an accounting change — (8,250) — —
Change during the year (*1) — (1,467) 10,493 87

At end of year ¥— ¥(9,717) ¥776 $6
Foreign currency translation

adjustments:
At beginning of year ¥(11,924) ¥34,048 ¥90,836 $757
Change during the year 45,972 56,788 (10,434) (87)

At end of year ¥34,048 ¥90,836 ¥80,402 $670
Minimum pension liability

adjustments:
At beginning of year ¥(23,135) ¥(4,150) ¥(25,852) $(215)
Change during the year 18,985 (21,702) (269,996) (2,250)

At end of year ¥(4,150) ¥(25,852) ¥(295,848) $(2,465)
Total accumulated other

comprehensive income (loss):
At beginning of year ¥40,262 ¥51,641 ¥75,974 $633
Cumulative effect of an accounting change — (8,250) — —
Change during the year 11,379 32,583 (293,057) (2,442)

At end of year ¥51,641 ¥75,974 ¥(217,083) $(1,809)

Millions of
U.S. dollarsMillions of yen

2002 2003 2003
Unrealized gain arising during the period ¥17,438 ¥719 $6
Less - Reclassification adjustment for gain
included in net income (18,905) 9,774 81

Net change in unrealized gain (loss) on
derivative instruments ¥(1,467) ¥10,493 $87

Millions of
U.S. dollarsMillions of yen

(*1) This means net change in unrealized gain (loss) on derivative instruments (net of tax) and is as follows:
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Tax effects allocated to each component of other comprehensive income (loss) for the years ended March 31, 2001, 2002 and 2003 is
shown below:

16. Business segment and geographic area:
The operating segments reported below are those for which segment-specific financial information is available.  This financial information is
used by NTT Group's management to make decisions on the allocation of management resources and to evaluate business performance.

The regional communications services segment principally comprises revenues from voice transmission services, data transmission services,
leased circuit services, sales of telecommunications equipment, and other operating revenues.

The long distance communications and international services segment principally comprises revenues from voice transmission services, data
transmission services, leased circuit services, sales of telecommunications equipment, and other operating revenues. 

The wireless services segment principally comprises revenues from voice transmission services, data transmission services, sales of telecommu-
nications equipment, and other operating revenues.

The data communications services segment principally comprises revenues from system integration services.
The other services segment principally comprises operating revenues from such activities as building-maintenance, real-estate rental, systems

development, leasing, and research and development.
Reflecting its business, NTT Group continuously reviews its management model and structure, which may result in additional adjustments to

its operating segments in the future.
In the year ended March 31, 2003, NTT-ME Corporation, NTT Directory Services Co., and 10 other companies have been reclassified from

the other services segment to the regional communications services segment and Verio and 11 other companies have been reclassified from the
other services segment to the long distance communications and international services segment.

For the year ended March 31, 2001:
Unrealized gain (loss) on securities ¥(112,192) ¥58,614 ¥(53,578)
Foreign currency translation adjustments 48,808 (2,836) 45,972
Minimum pension liability adjustment 32,614 (13,629) 18,985

Other comprehensive income (loss) ¥(30,770) ¥42,149 ¥11,379
For the year ended March 31, 2002:

Unrealized gain (loss) on securities ¥(746) ¥(290) ¥(1,036)
Unrealized  gain (loss) on derivative instruments (16,276) 6,559 (9,717)
Foreign currency translation adjustments 146,898 (90,110) 56,788
Minimum pension liability adjustment (39,953) 18,251 (21,702)

Other comprehensive income (loss) ¥89,923 ¥(65,590) ¥24,333
For the year ended March 31, 2003:

Unrealized  gain (loss) on securities ¥(40,651) ¥17,531 ¥(23,120)
Unrealized gain (loss) on derivative instruments 17,228 (6,735) 10,493
Foreign currency translation adjustments (35,649) 25,215 (10,434)
Minimum pension liability adjustment (464,631) 194,635 (269,996)

Other comprehensive income (loss) ¥(523,703) ¥230,646 ¥(293,057)

Millions of yen

Pre-tax
amount

Tax expense /
(benefit)

Net-of-tax
amount

For the year ended March 31, 2003:
Unrealized gain (loss) on securities $(338) $146 $(192)
Unrealized gain (loss) on derivative instruments 143 (56) 87
Foreign currency translation adjustments (297) 210 (87)
Minimum pension liability adjustment (3,872) 1,622 (2,250)

Other comprehensive income (loss) $(4,364) $1,922 $(2,442)

Millions of U.S. dollars
Pre-tax
amount

Tax expense /
(benefit)

Net-of-tax
amount
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Business segments -
Sales and operating revenue:

2001 2002 2003 2003
Sales and operating revenue:

Regional communications services -
Customers ¥4,509,540 ¥4,279,085 ¥4,125,055 $34,376
Intersegment 1,023,375 826,754 717,848 5,982

Total 5,532,915 5,105,839 4,842,903 40,358

Long distance communications and 
international services -
Customers 1,198,253 1,153,732 1,068,659 8,905
Intersegment 195,221 177,964 164,502 1,371

Total 1,393,474 1,331,696 1,233,161 10,276

Wireless services -
Customer 4,162,092 4,646,995 4,780,418 39,837
Intersegment 15,964 12,259 28,670 239

Total 4,178,056 4,659,254 4,809,088 40,076

Data communications services -
Customers 680,755 699,795 690,167 5,751
Intersegment 105,974 102,172 141,942 1,183

Total 786,729 801,967 832,109 6,934

Other -
Customers 286,148 248,146 258,847 2,157
Intersegment 868,398 774,567 1,058,356 8,819

Total 1,154,546 1,022,713 1,317,203 10,976
Elimination (2,208,932) (1,893,716) (2,111,318) (17,594)

Consolidated total ¥10,836,788 ¥11,027,753 ¥10,923,146 $91,026

Millions of
U.S. dollarsMillions of yen



71

Segment profit or loss:

Assets:

2001 2002 2003 2003
Total Assets:

Regional communications services ¥10,840,488 ¥10,708,375 ¥9,652,161 $80,435
Long distance communications
and international services 2,394,928 1,664,322 1,633,808 13,615

Wireless services 6,016,505 6,056,354 6,058,007 50,483
Data communications services 1,076,076 1,116,155 1,183,354 9,861
Other 9,263,360 10,585,937 10,842,737 90,356
Total 29,591,357 30,131,143 29,370,067 244,750
Elimination (7,831,955) (8,706,337) (9,586,467) (79,887)

Consolidated total ¥21,759,402 ¥21,424,806 ¥19,783,600 $164,863

Millions of
U.S. dollarsMillions of yen

2001 2002 2003 2003
Operating income (loss):

Regional communications services ¥(57,257) ¥(691,510) ¥169,429 $1,412
Long distance communications and
international services 16,189 (296,243) 49,338 411

Wireless services 795,407 1,013,874 1,056,719 8,806
Data communications services 55,840 53,759 58,785 490
Other (40,233) (48,939) 1,394 12
Total 769,946 30,941 1,335,665 11,131
Elimination 64,860 30,593 27,892 232

Consolidated operating income 834,806 61,534 1,363,557 11,363
Other income 763,546 135,539 263,820 2,199
Other expenses 293,195 287,531 222,352 1,853
Consolidated income (loss) before income taxes ¥1,305,157 ¥(90,458) ¥1,405,025 $11,709

Equity in earnings (losses) of affiliated companies:
Regional communications services ¥1,575 ¥(2,103) ¥(93) $(1)
Long distance communications and
international services (5,455) (28,188) (1,982) (16)

Wireless services (18,221) (645,341) (324,241) (2,702)
Data communications services (558) (3,249) (839) (7)
Other 4,851 10,193 (2,381) (20)

Consolidated total ¥(17,808) ¥(668,688) ¥(329,536) $(2,746)

Millions of
U.S. dollarsMillions of yen
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Other significant items:

The capital expenditures in the above table represent the additions to fixed assets of each segment.
Transfers between reportable businesses are made at arms-length prices.  Operating income is sales and operating revenue less costs and

operating expenses.
Geographic information is not presented due to immateriality of revenue attributable to international customers.
There have been no sales and operating revenue from transactions with a single external customer amounting to 10 percent or more of

NTT's revenues for the years ended March 31, 2001, 2002 and 2003.

17. Leases:
NTT Group leases certain office space, employees' residential facilities and other assets, recorded as capital lease or operating lease.

Capital Lease -Lessee
Leases qualifying as capital leases at March 31, 2002 and 2003 were as follows:

2001 2002 2003 2003
Depreciation and amortization:

Regional communications services ¥1,272,076 ¥1,202,458 ¥1,095,229 $9,127
Long distance communications and
international services 178,893 173,631 161,973 1,350

Wireless services 593,219 638,055 749,197 6,243
Data communications services 145,922 154,702 158,207 1,318
Other 278,846 266,741 219,954 1,833
Total 2,468,956 2,435,587 2,384,560 19,871
Elimination — — (6,796) (56)

Consolidated total ¥2,468,956 ¥2,435,587 ¥2,377,764 $19,815

Capital expenditures for segment assets:
Regional communications services ¥1,116,359 ¥783,208 ¥730,264 $6,086
Long distance communications and
international services 198,685 183,147 119,451 995

Wireless services 1,012,795 1,032,256 853,956 7,116
Data communications services 164,372 170,577 171,017 1,425
Other 173,639 122,738 102,927 858

Consolidated total ¥2,665,850 ¥2,291,926 ¥1,977,615 $16,480

Millions of
U.S. dollarsMillions of yen

Millions of
U.S. dollarsMillions of yen

Class of property 2002 2003 2003
Buildings ¥323,019 ¥304,647 $2,539
Machinery, vessels and tools 251,179 214,249 1,785
Accumulated depreciation (265,162) (266,992) (2,225)
Total ¥309,036 ¥251,904 $2,099
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Future minimum lease payments by year under capital leases together with the present value of the net minimum lease payments at March
31, 2003 are as follows:

Operating Lease -Lessee
Rental expenses under operating leases for land, buildings and equipment for the years ended March 31, 2001, 2002 and 2003 were ¥170,470
million, ¥189,487 million and ¥178,642 million ($1,489 million), respectively.

Minimum future rental payments under operating leases that have initial or remaining non-cancellable lease terms in excess of one year at
March 31, 2003 are as follows.

Direct Financing Lease -Lessor
Certain consolidated subsidiaries undertake direct financing lease operations.  Direct financing leases consist of full-payout leases relating to vari-
ous equipment, including office equipment, medical equipment, transport equipment and other equipment.  The excess of aggregate lease
rentals plus the estimated residual value over the cost of the leased equipment constitutes the unearned lease income to be taken into income
over the lease term.  The estimated residual values represent estimated proceeds from the disposition of equipment at the time the lease is ter-
minated.  Amortization of unearned lease income is computed using the interest method.

Direct financing lease receivables at March 31, 2002 and 2003 were as follows:

Allowance for doubtful accounts is based upon past loss experience and an estimation of mortgaged asset values.

2002 2003 2003
Total minimum lease payments receivable ¥464,132 ¥465,142 $3,876
Unearned income (51,252) (51,981) (433)
Estimated residual values 6,545 7,638 64

419,425 420,799 3,507
Less - Allowance for doubtful accounts (3,326) (3,198) (27)

416,099 417,601 3,480
Less - Current portion (118,332) (122,631) (1,022)
Long-term direct financing lease receivables ¥297,767 ¥294,970 $2,458

Millions of
U.S. dollarsMillions of yen

Year ending March 31
2004 ¥35,076 $292
2005 34,112 284
2006 32,728 273
2007 28,985 242
2008 23,585 196
Thereafter 818,369 6,820
Total minimum lease payments 972,855 8,107
Less - Amount representing interest 650,694 5,422
Present value of net minimum lease payments 322,161 2,685
Less - Current obligation 13,029 109
Long-term capital lease obligations ¥309,132 $2,576

Millions of
U.S. dollars

Millions of
yen

Year ending March 31
2004 ¥627 $5
2005 533 5
2006 162 1
2007 — —
2008 — —
Thereafter — —
Total ¥1,322 $11

Millions of
U.S. dollars

Millions of
yen
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At March 31, 2003, the contractual maturities of minimum lease payments of the investment in direct financing leases are as follows:

Operating Lease -Lessor
Certain consolidated subsidiaries also provide operating leases.  Investments in operating leases at March 31, 2002 and 2003 were as follows:

Minimum future rentals under non-cancellable operating leases at March 31, 2003 are as follows:

18. Research and development expenses and advertising costs:

Research and development expenses -
Research and development expenses are charged to income as incurred and such amounts charged to income for the years ended March 31,
2001, 2002 and 2003 were ¥406,018 million, ¥390,892 million and ¥395,966 million ($3,300 million), respectively.

Advertising costs -
Advertising costs are expensed as incurred.  Advertising costs were ¥136,479 million, ¥120,565 million and ¥115,057 million ($959 million)
included in "Cost of services and equipment sold, and selling, general and administrative expenses" in the consolidated statements of income
for the years ended March 31, 2001, 2002 and 2003, respectively.

19. Gains on sales of subsidiary stock:
On February 23, 2001, NTT DoCoMo issued 460,000 new shares of stock for total proceeds of ¥930,005 million, net of related expenses.  As a
result of the issuance, NTT's stake in NTT DoCoMo has been reduced from 67.13 percent to 64.06 percent.

The resulting pretax gains on these issuances of subsidiary stock amounting to ¥516,599 million are recognized in the consolidated state-
ment of income for the year ended March 31, 2001 together with applicable deferred taxes thereon.  In the consolidated statement of cash
flows for the year ended March 31, 2001, the gains on issuance of subsidiary stock are excluded from the cash flows from operating activities
and the related cash proceeds of ¥930,005 million are included in the cash flows from financing activities.

Year ending March 31
2004 ¥154,037 $1,284
2005 119,331 994
2006 86,785 723
2007 56,169 468
2008 31,706 264
Thereafter 17,114 143
Total ¥465,142 $3,876

Millions of
U.S. dollarsMillions of yen

Class of property 2002 2003 2003
Machinery, vessels and tools ¥11,293 ¥14,598 $122
Accumulated depreciation (10,077) (13,038) (109)
Total ¥1,216 ¥1,560 $13

Millions of
U.S. dollarsMillions of yen

Year ending March 31
2004 ¥1,188 $10
2005 428 3
2006 71 1
2007 14 0
2008 1 0
Thereafter — —
Total ¥1,702 $14

Millions of
U.S. dollarsMillions of yen
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20. NTT DoCoMo's share exchanges:
On May 8, 2002, NTT DoCoMo entered into memoranda of understanding with its eight regional subsidiaries which provide that the eight
regional subsidiaries shall become wholly-owned subsidiaries of NTT DoCoMo by way of share exchanges.  In connection therewith, NTT
DoCoMo purchased 870,000 of its own shares at the amount of ¥234,462 million ($1,954 million), and NTT sold 551,000 shares of NTT
DoCoMo to NTT DoCoMo at that time based on its holding ratio. 

On November 1, 2002, the share exchanges were carried out based on share exchange ratios determined using the valuation of both NTT
DoCoMo's and its subsidiaries' common shares. As a result, NTT's holdings in NTT DoCoMo decreased by 1.09 percent to 62.97 percent and
profit from share sales of ¥138,718 million ($1,156 million) was recorded in the year ended March 31, 2003. 

The share exchanges were also accounted for using the purchase method in accordance with SFAS 141.  The differences between the acqui-
sition costs and the increase in the net assets of the eight subsidiaries were first assigned to the recognized assets acquired and liabilities
assumed based on estimated fair value at the date of the share exchanges. The remainder was recorded as goodwill, amounting to ¥127,884
million ($1,066 million) on the consolidated balance sheet as of March 31, 2003.

21. Foreign exchange gain and loss:
Foreign exchange results (mainly arising from foreign currency borrowings) for the years ended March 31, 2001, 2002 and 2003 were a gain of
¥2,764 million, and losses of ¥16,129 million and ¥961 million ($8 million), respectively.

22. Financial instruments:

Derivative instruments , hedging activities -
In the normal course of business, NTT Group has certain financial instruments including long-term debt and other financial assets and liabilities
incurred.  Such financial instruments are exposed to the market risk of interest rate changes and foreign currency fluctuations.  In applying a
consistent risk management strategy for the purpose of reducing such risk, NTT Group uses derivative financial instruments, such as forward
exchange contracts, interest rate swap agreements, currency swap agreements and interest rate option contracts.  NTT Group does not use
derivative financial instruments for trading or speculative purposes. 

Foreign Currency Exchange Rate Risk Management -
NTT Group from time to time enters into forward foreign exchange contracts and currency swap agreements to hedge the risk of fluctuations in
foreign currency exchange rates associated with long-term debt issued by NTT Group denominated in foreign currencies.  Such contracts and
agreements have the same maturity as the underlying debt.

Interest Rate Risk Management -
NTT Group's exposure to market risk for changes in interest rates relates principally to its debt obligations.  NTT Group has long-term debt pri-
marily with fixed rates.  Interest rate swap agreements are entered into from time to time to convert floating rate underlying debt or assets into
fixed rate debt or assets, or vice versa.  Interest rate option contracts are entered into from time to time to hedge the risk of a rise in the interest
rate of underlying debt.  These instruments are executed with creditworthy financial institutions.

Fair Value Hedge -
The derivatives designated as fair value hedges include interest rate swap agreements that are used for reducing the risk arising from the
changes in the fair value of fixed rate debt.  As discussed in Note 10, NTT Group issues a variety of long-term debt bearing several types of inter-
est and denominated in several currencies.  NTT Group has a strategy to fix the anticipated cash flow related to those debts.  From time to time,
however, NTT Group enters into pay floating receive fixed rate swaps, to protect the fair value of certain debts in asset liability management.
Both the derivatives designated as fair value hedge and hedged items are reflected at fair value in the consolidated balance sheet.  Changes in
the fair value of the derivatives  that are highly effective as, and that are designated and qualified as fair value hedges, along with changes in the
fair value of the hedged items that are attributable to the hedged risk, are recognized in income currently.  The amount of ineffectiveness of
these fair value hedges, which were reflected in earnings, was not material for the year ended March 31, 2003.  In addition, there were no
amounts excluded from the assessment of hedge effectiveness of fair value hedges.

Cash Flow Hedge -
The derivatives designated as cash flow hedges include forward exchange contracts, currency swap agreements and interest rate swap agree-
ments.  As discussed in Note 10, NTT Group has foreign currency exposures related to its long-term debt denominated in other than yen.  In
accordance with NTT Group's strategy, NTT Group fixes the anticipated cash flows of paying interest and principal amounts by entering into for-
eign currency contracts and foreign currency swaps, to ensure its cash flows are fixed in yen.  This ensures that NTT Group is not exposed to
fluctuations of foreign exchange rates. Also, as discussed in Note 10, NTT Group has floating rate debt exposures related to its long-term debt.
In accordance with NTT Group strategy, NTT Group fixes the anticipated cash flows of interest payment by entering into pay fixed receive float-
ing rate swaps.  This ensures that NTT Group is not exposed to fluctuations of interest rates.  Changes in the fair value of derivatives that are
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highly effective as, and that are designated and qualified as cash flow hedges are recorded in other comprehensive income (loss), until earnings
are affected by the variability of cash flows of the hedged transaction.  For the year ended March 31, 2003, these cash flow hedges were effec-
tive and the amount that representing hedges' ineffectiveness was not material.  In addition, there were no material amounts excluded from the
assessment of hedge effectiveness of cash flow hedges.  As of March 31, 2003, approximately ¥6,700 million ($56 million) of deferred net gains
on derivative instruments accumulated in other comprehensive income (loss) are expected to be reclassified as earnings during the next twelve
months when the related interest expense is recognized.

Fair value of financial instruments -
The table that follows provides the estimated fair value of financial instruments.  Asset and liabilities that are reflected in the accompanying
financial statements at fair value are not included in the table; such as cash and cash equivalents, notes and accounts receivable, trade, short-
term borrowings, accounts payable, trade, accrued payroll and derivative financial instruments.

The fair value of long-term debt, including the current portion, are estimated based on the discounted amounts of future cash flows using
NTT Group's current incremental rates of borrowings for similar liabilities.

The table below shows the notional principal amounts of those derivative financial instruments at March 31, 2002 and 2003:

Concentrations of credit risk -
NTT Group does not have any significant concentration of business transacted with an individual counter party or groups of counter parties that
could, if suddenly eliminated, severely impact its operations at March 31, 2003.

23. Commitments and contingent liabilities:
Commitments outstanding at March 31, 2003 for the purchase of property, plant and equipment and other assets approximated ¥358,483 mil-
lion ($2,987 million).

Contingent liabilities at March 31, 2003 for loans guaranteed amounted to ¥16,614 million ($138 million).  The principal components of this
total were a ¥6,917 million ($58 million) guarantee for borrowings by NTTL CAYMAN, LTD., a subsidiary, and a ¥4,571 million ($38 million)
guarantee for borrowings by Cosmos Post and Telecommunications International Leasing Co., Ltd, an affiliated company.

Further, NTT DoCoMo pledged certain of HTCL shares, owned by Lugton Limited, a subsidiary of NTT DoCoMo, as collateral at December
12, 2002.  The carrying value of the shares and principal terms of the pledge agreement are as follows:

① Total number of shares to be pledged 4,793 shares (% to total number of outstanding stocks of HTCL: 3.8%)
② Book value of shares to be pledged ¥7,191 million ($60 million)
③ Period of to be pledged Until full repayment (March 31, 2007)
④ Enforcement of security In case of default defined in the facility agreement

These shares are included in "Investments in affiliated companies" on the consolidated balance sheets.

At March 31, 2003, NTT Group had no material litigation or claims outstanding, pending or threatened against it, which would have a mate-
rial adverse effect on NTT's consolidated financial position or results of operations.

24. Subsequent events:
NTT DoCoMo, having received a request for a shareholder loan advancement from 3GUK, conducted a comprehensive examination of the need
for the loan, conditions, and the provisions of the 3GUK Shareholders Agreement, resolved to meet the request, and made a loan of £200 mil-
lion on May 2, 2003.

2002 2003 2003
Forward exchange contracts ¥79,797 ¥61,583 $513
Interest rate and currency swap agreements ¥938,567 ¥726,901 $6,058

Millions of
U.S. dollarsMillions of yen

2002 2003 2003
Carrying amounts Fair value Carrying amounts Fair value Carrying amounts Fair value

Long-term debt including current portion ¥(6,200,278) ¥(6,417,637) ¥(6,278,791) ¥(6,622,737) $(52,324) $(55,189)

Millions of
U.S. dollarsMillions of yen
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REPORT OF INDEPENDENT AUDITORS

To the Shareholders and Board of Directors of
Nippon Telegraph and Telephone Corporation
(Nippon Denshin Denwa Kabushiki Kaisha)

In our opinion, based on our audits and the report of other auditors, the accompanying consolidated balance
sheets and the related consolidated statements of income, shareholders' equity and cash flows present fairly, in all
material respects, the financial position of Nippon Telegraph and Telephone Corporation and its subsidiaries at
March 31, 2002 and 2003, and the results of their operations and their cash flows for each of the three years in
the period ended March 31, 2003, in conformity with accounting principles generally accepted in the United States
of America.  These financial statements are the responsibility of the Company's management; our responsibility is
to express an opinion on these financial statements based on our audits.  We did not audit the financial statements
of NTT DoCoMo, Inc., a 62.97%-owned subsidiary, which statements reflect total assets of ¥6,067,225 million and
¥6,058,007 million ($50,483 million) at March 31, 2002 and 2003, respectively, and total revenues of ¥4,178,056
million, ¥4,659,254 million and ¥4,809,088 million ($40,076 million) for each of the three years in the period
ended March 31, 2003.  Those statements were audited by other auditors whose report thereon has been fur-
nished to us, and our opinion expressed herein, insofar as it relates to the amounts included for NTT DoCoMo, Inc.,
is based solely on the report of the other auditors.  We conducted our audits of these statements in accordance
with auditing standards generally accepted in the United States of America, which require that we plan and per-
form the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation.  We believe that our audits and the report of other auditors
provide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated financial statements, the Company changed its method of accounting
for commissions paid to agents effective April 1, 2002.

As discussed in Note 2 to the consolidated financial statements, the Company changed its methods of accounting
for derivatives instruments and hedging activities and for goodwill and other intangible assets effective April 1,
2001.

June 27, 2003

PricewaterhouseCoopers
Kasumigaseki Bldg.,32nd Floor       
3-2-5, Kasumigaseki, Chiyoda-ku
Tokyo 100-6088, Japan
Telephone 03-5532-2100
Facsimile 03-5532-2901



78

REGIONAL TELECOMMUNICATIONS OPERATIONS
Nippon Telegraph and Telephone 335,000 100.0 Regional telecommunications services in 
East Corporation eastern Japan

Nippon Telegraph and Telephone 312,000 100.0 Regional telecommunications services in 
West Corporation western Japan

NTT-ME CORPORATION 24,460 100.0(100.0) Facility operation/management; sales of 
telecommunications equipment/terminals

NTT-X, Inc. 11,500 100.0(100.0) Engineering, consultation, maintenance, operation and 
management of telecommunications facilities

Plala Networks Inc. 7,810 72.0(72.0) Type II Telecommunications Business as defined in
the Telecommunications Business Law

NTT VIETNAM CORPORATION 6,400 55.0(55.0) Construction of telecommunications facilities, guidance 
on management of telecommunications business 
in Vietnam

NTT Finance (U.K.) Limited US$46.09 million 100.0(100.0) Financing operations subsidiary with investment in 
PT Mitra Global Telekomunikasi Indonesia

NTT DIRECTORY SERVICES Co. 3,500 100.0(100.0) Publishing of telephone directories; directory 
assistance and related services

NTT BizLink, Inc. 2,450 100.0(100.0) Server co-location facilities, application service and 
Internet connectivity provider

NTT InfraNet Co., Ltd. 2,000 100.0(100.0) Survey, engineering, installation and maintenance of 
telecommunications facilities

NTT MARKETING ACT CORPORATION 1,000 100.0(100.0) Systems integration, IT solution service provider, 
telemarketing, human resource solutions

NTT Solco Corporation. 1,280 84.4(84.4) Planning and implementation of telemarketing services
NTT NEOMEIT CORPORATION 1,000 100.0(100.0) Maintenance and operation of information sharing networks, 

planning, development and sale of IT solutions
NTT TELECA CORPORATION 648 84.5(84.5) Planning/sales of telephone cards and prepaid cards; 

encoding operations
NTT BUSINESS INFORMATION SERVICE, INC. 480 52.0(52.0) Database creation for regional communications business
AIREC ENGINEERING CORPORATION 320 53.0(53.0) Rental and leasing of equipment and machinery used in 

the construction of telecommunications facilities
NTT NEOMEIT KANSAI CORPORATION 160 100.0(100.0) Maintenance and operation of information sharing networks, 

planning, development and sale of IT solutions
NTT MARKETING ACT KANSAI CORPORATION 35 100.0(100.0) Systems integration, IT solution service provider, 

telemarketing, human resource solutions
NTT-ME TOKYO CORPORATION 50 100.0(100.0) Consigned operation and maintenance of 

telecommunications facilities
NTT HOKKAIDO TELEMART CORPORATION 30 89.0(89.0) Planning an implementation of telemarketing services
NTT SERVICE TOKYO CORPORATION 40 100.0(100.0) Consigned sales of telecommunications services 

provided by NTT East Corporation
LONG DISTANCE AND INTERNATIONAL TELECOMMUNICATIONS OPERATIONS

NTT Communications Corporation 211,650 100.0 Long distance and international telecommunications
services, multimedia network services

NTT USA, Inc. US$7,735.57 million 100.0(100.0) Investment and management administration for firms
providing Arcstar services in North America

Verio Inc. US$7,229.61 million 100.0(100.0) Provision of Internet solution services in the U.S.
NTT America, Inc. US$256.59 million 100.0(100.0) Provision of Arcstar services in the U.S.
NTT EUROPE LTD. 81.16 million Pounds sterling 100.0(100.0) Provision of Arcstar services in Europe
NTT AUSTRALIA PTY, LTD. A$203.40 million 100.0(100.0) Provision of Arcstar services in Australia
NTT (HONG KONG) LIMITED 833.59 million HK$ 100.0(100.0) Investment and management administration for firms

providing Arcstar services in Hong Kong
NTTA&T Investment, Inc. US$100 million 100.0(100.0) Investing in Internet-related companies in the U.S.
NTT INVESTMENT 121.53 million Singapore dollars 100.0(100.0) Investment in telecommunications operators in 
SINGAPORE PTE. LTD. Singapore

HKNet Company Limited 359.49 million HK$ 100.0(100.0) Internet access services
NTT MSC SDN. BHD. 140 million Malaysian ringgits 100.0(100.0) Provision of Arcstar services in Malaysia

Main line(s) of businessOwnership

(%)

Capital

(Millions of yen)

Company

CONSOLIDATED SUBSIDIARIES
As of March 31, 2003
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NTT COM ASIA LIMITED 272.49 million HK$ 100.0(100.0) Provision of Arcstar services in Hong Kong
NTTPC Communications, Inc. 4,000 100.0(100.0) Type II Telecommunications Business as defined in 

the Telecommunications Business Law
NTT AUSTRALIA IP PTY LTD A$53.30 million 100.0(100.0) Internet access services
NTT SINGAPORE PTE. LTD. 47.20 million Singapore dollars 100.0(100.0) Systems integration services provider in Singapore
Milletechno, Inc. US$18 million 100.0(100.0) Investing venture capital in start-up businesses
NTT World Engineering Marine Corporation 1,400 66.7(66.7) Laying, maintenance, repair and management of 

underwater cabling
NTT KOREA Co., Ltd. 9,630 million won 100.0(100.0) Provision of Arcstar services in Korea
NTT Taiwan Ltd. 250.00 million New Taiwan dollars 100.0(100.0) Provision of Arcstar services in Taiwan
NTT Navispace Corporation 485 100.0(100.0) Banner advertising on the Internet
NTT do Brasil Telecomunicações Ltda. R$12.465 million 100.0(100.0) Provision of Arcstar services in Brazil

MOBILE COMMUNICATIONS OPERATIONS
NTT DoCoMo, Inc. 949,679 63.0 Mobile telecommunications services, development, 

maintenance and sales of mobile telecommunications 
systems

NTT DoCoMo Hokkaido, Inc. 15,630 100.0(100.0) Same as above
NTT DoCoMo Tohoku, Inc. 14,981 100.0(100.0) Same as above
NTT DoCoMo Tokai, Inc. 20,340 100.0(100.0) Same as above
NTT DoCoMo Hokuriku, Inc. 3,406 100.0(100.0) Same as above
NTT DoCoMo Kansai, Inc. 24,458 100.0(100.0) Same as above
NTT DoCoMo Chugoku, Inc. 14,732 100.0(100.0) Same as above
NTT DoCoMo Shikoku, Inc. 8,412 100.0(100.0) Same as above
NTT DoCoMo Kyushu, Inc. 15,834 100.0(100.0) Same as above
DoCoMo Service Inc. 120 100.0(100.0) Collection of mobile phone fees
DoCoMo Engineering Inc. 120 100.0(100.0) Construction, maintenance and operation of 

telecommunications equipment
DoCoMo Mobile Inc 30 100.0(100.0) Repair of mobile telecommunications terminals and 

peripherals
DoCoMo Support Inc. 20 100.0(100.0) Sale of telecommunications terminals
DoCoMo Systems, Inc. 652 100.0(100.0) Development and operation of information systems, 

software and equipment
DoCoMo Sentsu, Inc. 1,300 90.7(90.7) Provision of mobile telecommunications services for 

ships and aircraft
DoCoMo Technology, Inc. 100 100.0(100.0) Research and development of telecommunications 

systems
DATA COMMUNICATIONS SERVICES

NTT DATA CORPORATION 142,520 54.2 Systems integration, network systems services
NTT DATA SYSTEM TECHNOLOGIES INC. 200 100.0(75.0) Design of data telecommunications systems and 

software development
NTT DATA SYSTEM SERVICE CORPORATION 200 90.0(65.0) Design of data telecommunications systems and 

software development
NTT DATA FINANCIAL CORPORATION 200 74.0(74.0) Provision and sale of financial information
NTT DATA TOKYO SMS CORPORATION 30 100.0(100.0) Operation and maintenance of data 

telecommunications systems.
OTHERS

NTT Broadband Initiative Inc. 30,000 100.0 Distribution of broadband content
NTT Urban Development Co. 26,320 100.0 Acquisition, construction, management and rental of 

real estate
NTT COMWARE CORPORATION 20,000 100.0 Development, operation and maintenance of 

telecommunications systems and software
NTT FACILITIES, INC. 12,400 100.0 Design, management and maintenance of buildings,

equipment and electric power facilities
NTT Electronics Corporation 8,707 90.0(11.0) Development, design, manufacture and sales of 

custom LSIs and optical components for 
communications applications, plus related electronic 
installations and systems

Main line(s) of businessOwnership

(%)

Capital

(Millions of yen)

Company



80

Main line(s) of businessOwnership

(%)

Capital

(Millions of yen)

Company

NTT BUSINESS ASSOCIE Corporation 7,750 100.0 Real estate-related business, consigned business for 
company housing management, management systems, 
settlement services

NTT LEASING CO., LTD. 6,773 62.4(12.9) Leasing and installment sales of communications 
equipment, office equipment, and other non-fixed 
equipment

NTT Advanced Technology Corporation 5,000 100.0 Technology transfer; design and development of 
hardware, software and computing / 
telecommunications systems; analytical research on 
technical trends; technical consulting

NTT LOGISCO Inc. 4,000 100.0 Comprehensive logistics services
NTT INTERNET INC. 4,000 100.0(100.0) Development, sales and maintenance of systems for 

Type II telecommunications companies
NTT Software Corporation 500 100.0 Systems development; systems integration; total 

solutions and e-commerce consulting; product 
development and sales; development of advanced 
technologies

NTT ADVERTISING, INC. 115 100.0 Sales of advertising
NTT FINANCE JAPAN CO., LTD. 100 100.0 By lending to affiliated companies, NTT guarantees 

the liabilities of NTT Finance Japan Co., Ltd.
NTT BUSINESS ASSOCIE TOKYO Co., Ltd. 50 100.0(100.0) Consigned businesses related to staff of NTT East
Other, 257 companies

1. Figures in parentheses indicate percentages of indirect ownership in direct ownership.

2. On May 1, 2002, NTT-ME SERVICE TOKYO changed its company name to NTT-ME TOKYO CORPORATION.

3. On May 1, 2002, NTT-West sales planning corporation, NTT-West facility planning corporation, NTT-ME KANSAI CORPORATION and NTT DYNAMIC TELEMA changed their compa-

ny names to NTT MARKETING ACT CORPORATION, NTT NEOMEIT CORPORATION, NTT NEOMEIT KANSAI CORPORATION and NTT MARKETING ACT KANSAI CORPORATION,

respectively.

4. On April 1, 2002, NTT System Service Inc. changed its company name to NTT DATA System Service Inc.

5. NTT BUISINESS SUPPORT CORPORATION was split up in April 2002, the succeeding company changed its name to NTT BUSINESS ASSOCIE TOKYO Co., Ltd.
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DIRECTORS AND AUDITORS
As of July 1, 2003

REPRESENTATIVE DIRECTORS

President and Chief Executive Officer

Norio Wada

Senior Executive Vice Presidents

Haruki Matsuno

Hiromi Wasai

Toyohiko Takabe (Chief Financial Officer)

DIRECTORS

Executive Vice President

Satoru Miyamura

Senior Vice Presidents

Yuji Inoue

Shin Hashimoto

Masaki Mitsumura

Hiroo Unoura

Jun-ichiro Miyazu

Takashi Imai

Yotaro Kobayashi

CORPORATE AUDITORS

Takao Nakajima

Masao Iseki

Yoshio Miwa

Keisuke Sada

Yasuchika Negoro

Notes:
1.Mr. Takashi Imai and Mr. Yotaro Kobayashi are outside Directors assigned in accordance with

Paragraph 2, Item 7-2 of Article 188 of the Commercial Code.
2.Mr. Takao Nakajima and Mr. Yasuchika Negoro are outside Corporate Auditors assigned in accor-

dance with Paragraph 1 of Article 18 of the Law of Special Exceptions to the Commercial Code
regarding corporate audits.

Norio Wada, President and CEO 

Haruki Matsuno, Senior Executive Vice President Toyohiko Takabe, Senior Executive Vice President and CFOHiromi Wasai, Senior Executive Vice President
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CORPORATE DATA
Nippon Telegraph and Telephone Corporation
As of March 31, 2003

•Name
NIPPON TELEGRAPH AND TELEPHONE CORPORATION

•Date of Establishment
April 1, 1985

•Head Office
3-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100-8116, Japan
Telephone:81(3)5205-5111

•President & CEO
Norio Wada

•Paid-in Capital
¥937,950,000,000

•Number of Employees
3,178
＊207,400 employees on a consolidated basis

•Investor Relations
E-mail:investors@hco.ntt.co.ip
http://www.ntt.co.jp/ir/e/index.html
Telephone:81(3)5205-5581

•Transfer Agent
The Chuo Mitsui Trust and Banking Co., Ltd.
33-1, Shiba 3-chome, Minato-ku, 
Tokyo 105-8574, Japan
Telephone: 81 (3) 3323-7111

•Depositary for NTT American
Depositary Receipts ("ADRS")
JPMorgan Chase Bank
270 Park Avenue, New York,
NY 10017-2070, U.S.A.
Telephone: 1-(212)270-6000
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The NTT Law
The NTT Law requires the government to own at least one-
third of the total number of shares outstanding. Pursuant to
the NTT Law, the proportion of voting rights of foreign
nationals and foreign corporations is limited to less than
one-third of the total voting rights. As of the end of March
2003, the number of shares owned by foreign nationals and
foreign corporations was 2,271,584 or 14.29% of the
15,932,445 shares outstanding.

Total number of shares authorized to be issued by NTT: 62,120,445 shares
Total number of shares issued: 15,932,445 shares
Number of shareholders (including holders of odd-lot shares): 1,835,861
Principal shareholders:

Distribution of Ownership among Shareholders (% of total in parenthesis)

The Minister of Finance

Japan Trustee Services Bank, Ltd.

The Master Trust Bank of Japan, Ltd.

Moxley and Company

The Chase Manhattan Bank, N.A. London

State Street Bank and Trust Company

NTT Employee Share-Holding Association

Boston Safe Deposit BSDT Treaty Client Omnibus

The Chase Manhattan Bank, N.A. London S.L. Omnibbus Account

UFJ Trust Bank Limited

Government and municipal corporations
7,320,395(46.06)

Japanese financial institutions
2,389,630(15.04)

Japanese Securities companies
27,473(0.17)

Other Japanese corporations
330,264(2.08)

Foreign institutions and others
2,271,584(14.29)

Individuals and others
3,553,132(22.36)

(Odd-lot shares: 39,967)

Name Number of shares held
Ratio of the number of shares held 

to the total number of shares issued (%)

Notes:
1."Other corporations" and "Odd-lot shares" in-

clude 3,912 and 0.72 custody transfer system ti-
tled shares respectively.

2."Individuals and others" and "Odd-lot shares" in-
clude 30 and 0.01 treasury stocks respectively. Es-
sentially, 9.01. shares are currently held as of the 
end of the fiscal year.

3. There are 300,513 odd-lot shareholders who hold 
only odd-lot shares.

Share Information as of March 31, 2003

45.95
3.11
2.72
1.69
1.51
1.49
0.86
0.74
0.74
0.72

7,320,210.26
494,901.00
434,059.00
269,577.00
239,811.00
238,045.00
137,009.22
117,926.00
117,764.00
114,159.00
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