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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 12A-1168T

IN THE MATTER OF THE APPLICATION OF TOTAL CALL MOBILE, INC. FOR
LIMITED DESIGNATION AS AN ELIGIBLE TELECOMMUNICATIONS CARRIER

STIPULATION AND SETTLEMENT AGREEMENT

Total Call Mobile, Inc. (“Total Call” or the “Company”), Trial Staff of the Public Utilities
Commission of the State of Colorado (“Staff”), and the Colorado Office of Consumer Counsel
(“OCC”) (collectively the “Stipulating Parties” or the “Parties”), through their undersigned
counsel, enter into this Stipulation and Settlement Agreement (“Stipulation™ or “Stipulation and
Settlement”) regarding the Application filed by Total Call in the instant docket. The Parties
submit this Stipulation for approval by the Colorado Public Utilities Commission (the
“Commission” or the “PUC”) pursuant to the Commission’s Rules of Practice and Procedure, 4
CCR 723-1-1407 and 1408.

PRELIMINARY STATEMENT
1. On May 8, 1997, the Federal Communications Commission (“FCC”) issued its

Universal Service Report and Order, 12 FCC Red. 8776 (1997) (“Universal Service Order”)

implementing the Communications Act of 1934, as amended by the Telecommunications Act of
1996 (the "Federal Act”). The FCC provided further guidance on Eligible Telecommunications

Carrier (“ETC”) designation in its ETC Report and Order issued March 17, 2005, Federal-State

Joint Board on Universal Service, Report and Order, 20 FCC Red. 6371, 6384 (2005).

2. The Universal Service QOrder provides that where states certify ETCs, such as is
the case in Colorado, only ETCs designated by a state public utilities commission (“State

Commission™) shall receive federal universal service support. Under 47 U.S.C. § 214(e), a State
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Commission shall, upon its own motion or upon request, designate a common carrier that meets
the requirements set forth by the FCC as an ETC for a service area designated by the State
Commission. The FCC defines a service area as a geographic area established by a State
Commission for the purpose of determining universal service obligations and support
mechanisms.

3. To be designated as a federal ETC under the Federal Act, a carrier must: (1) be a
common cartier; (2) demonstrate an intent and ability to provision the supported services set
forth in 47 C.F.R. § 54.101(a) throughout its designated service areas; and (3) demonstrate an
intent and ability to advertise its universal service offerings and the charges therefor, using media
of general distribution. 47 U.S.C. § 214(e); Universal Service Order, 12 FCC Red. at 8791.

4. The FCC’s supported services, as set forth in 47 C.F.R. § 54.101(a), and which
were revised on December 23, 2011, are:

a. voice grade access to the public switched telephone network or its

functional equivalent;

b. minutes of use for local service without additional charge to the
end user;

c. access to emergency services; and

d. toll limitation for qualifying low-income consumers.

5. On February 6, 2012, the FCC issued a Report and Order and Further Notice of

Proposed Rulemaking, (“Lifeline Reform Order”)', in which it issued blanket forbearance from

the facilities-based requirement to all carriers that were seeking limited ETC designation for the

! See Tn the Matter of Lifeline and Link Up Reform and Modernization, Lifeline and Link Up, Federal-State
Joint Board on Universal Service, Advancing Broadband Availability through Digital Literacy Training, WC Docket
No. 11-42, WC Docket No. 03-109, CC Docket No. 96-45, WC Docket 12-23, Report and Order and Further Notice
of Proposed Rulemaking, 27 FCC Red. 6656 (FCC rel. Feb. 6, 2012) (Lifeline Reform Order).
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purpose of offering Lifeline service only.? Lifeline-only ETCs are now subject to the following
conditions:
a. provide Lifeline subscribers with 911/E911 access, regardless of
activation status and availability of minutes;
b. provide ES1l-compliant handsets and replace noncompliant
handsets at no additional charge; and
c. file a compliance plan with the FCC for approval that includes the
procedures to enroll a subscriber in Lifeline service and for
reimbursement for that subscriber, sample marketing materials,
materials on initial and ongoing certification, how the carrier will
offer service, the geographic areas in which it will offer service,
and a detailed description of its Lifeline service plans including
the rates, number of minutes and types of plans available to
Lifeline subscribers.
6. In addition, the Lifeline Reform Order eliminated Link Up support for all ETCs
serving non-Tribal lands.>
7. 'The Lifeline Reform Order further requires that a carrier seeking ETC designation
for the purpose of offering Lifeline-only must demonstrate its technical and financial capacity to

provide the supported services.*

2 1d. atJ 496.
3 1d. at§ 245.
4 Id. a9 388.
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8. This Commission has adopted its own rules for implementing 47 U.S.C. Section
214(e)(1)-(2) of the Federal Act which appear at 4 CCR 723-2-2180 through 2191, which rules
are consistent with Section 214(e) and the FCC’s rules.

9. On November 7, 2012, Total Call filed an Application (“Application”) seeking
designation as an ETC for the limited purpose of receiving universal service support for low-
income subscribers in Colorado, Docket Number 12A-1168T. Total Call sought ETC
designation for the limited purpose of offering Lifeline service to consumers who reside in the
geographic service area where its underlying carrier, Sprint PCS (“Sprint™), provides coverage in
the State of Colorado. Pursuant to discussions with the Commission Staff and the OCC,
however, the Parties have agreed that Total Call will also seek, through this Stipulation, ETC
designation for the limited purpose of offering Lifeline service to consumers who reside in the
geographic services areas served by other underlying carriers contingent upon Total Call’s
entering into agreements with such underlying carriers to resell their services in the respective
services areas and upon providing notice to the Commission at that time. A list of ILEC wire
centers that comprise the current requested Total Call’s service area, as well as those Total Call
intends to negotiate agreements with other underlying carriers to provide resold services, is
shown on Attachments 1, 2 and 3 to this Stipulation.

10.  The Parties engaged in settlement discussions regarding issues raised by Total
Call’s Application.

11. The Parties have now reached agreement on the issues raised in this docket, as is
set forth herein. This Stipulation is entered into for the purpose of avoiding the costs and risks of

litigation. The Parties agree this Stipulation shall only bind the parties hereto and shall not
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legally bind the Parties with respect to other applications and proceedings before the
Commission other than in a subsequent proceeding to enforce the terms of this Stipulation.
AGREEMENT
WHEREFORE, based on their review of all testimony and exhibits submitted and upon

their settlement discussions, the Parties hereby stipulate and agree as follows:

I. Total Call is currently a beneficial user of the Sprint PCS network, and intends to
reach agreements with other wireless carriers networks to become a beneficial user of such

networks.

2. Attachments 1, 2, and 3 to this Stipulation are a list of the wire centers where
Total Call will offer Lifeline service throughout each entire wire center. Attachment 1 is the area
where Total Call is currently able to offer Lifeline service through its underlying carrier, Sprint.
Attachments 2 and 3 are the areas which Total Call is seeking designation under this Stipulation
and Settlement to offer Lifeline service throughout each entire wire center contingent upon Total
Call’s entering into agreements with such underlying carriers and upon providing notice of such
to the Commission in this docket. Total Call will provide service throughout the entirety of all
wire centers listed in Attachment 1, and assuming agreements are entered into with other
wireless carriers as discussed above, will also provide service throughout the entirety of all wire
centers listed in Attachments 2 and 3 via resale of the respective underlying carriers that provide
service in such wire centers. If and when Total Call finalizes such agreements with the
underlying carriers that service the wire centers listed in Attachments 2 and 3, Total Call will
provide notice to the Commission of the respective agreements and upon such notice, the
Commission will automatically extend Total Call’s limited designation as an ETC to those areas

by adding the relevant wire centers to the Company’s service area in Colorado. Total Call will
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not assess roaming charges to any Lifeline subscribers for use within any of the wire centers
listed in Attachments 1, 2 or 3 (note that use and service within the wire centers listed in
Attachments 2 and 3 are contingent upon Total Call’s securing of agreements with the underlying
carriers that service those wire centers). Roaming is not allowed by Total Call in areas that are

not covered by a wire center in which Total Call’s underlying carriers provide service.

3. Total Call will advertise the availability of the supported services throughout its
designated service areas using media of general distribution pursuant to 47 U.S.C. § 214(3(1H)(B)
in a manner that is designed to reach those likely to qualify for such services. Total Call intends
to use media such as newspapers of general circulation, radio, and television. In light of these
obligations and the fact that Total Call does not maintain or produce a White Pages directory, the
Parties agree that Total Call should be granted a permanent waiver of the portion of 4 CCR 723-
2-2187 (“Rule 2187") (d)(VII) regarding the placing of consumer guide pages in the “White

Pages” directory within the ETC service area as requested by Total Call.

4. Total Call seeks ETC designation for the limited purpose of providing universal
service low-income Lifeline service in Colorado. Total Call is neither seeking Federal universal
service high-cost support (“USF”) nor Colorado high cost support mechanism (“CHCSM?”) in its
service area.

5. Because Total Call does not seek high cost USF or CHCSM support, and for other
reasons set forth in Total Call’s Motion for Waiver of Certain Rules,” the Parties agree that it
would be in the public interest and consistent with the Lifeline Reform Order® for Total Call to

be granted a full waiver of Rule 2187(f)(I) (F), (G), (H) and (K) through (N), which would

5 Filed concurrently with Total Call’ Application, November 7, 2012.

§ The Lifeline Reform Order streamlined the reporting requirements for ETCs designated by the FCC and
an ETC applicant is no longer required to submit a five-year network improvement plan.
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otherwise require the submission of detailed information about network expansion plans paid for
by high cost funds in areas where Total Call has been designated an ETC, a Colorado-specific
trial balance, and a build-out plan showing Total Call’s intended use of high cost funds. As to
duration, the Parties agree that this waiver be in effect until either (1) Total Call provides services
solely on its own network, (2) this Commission modifies Rule 2187(H)(ID(F), (G), (H) and (K)
through (L) or (3) the FCC modifies its blanket forbearance of the “own facilities” requirement.
The Parties also agree that the waiver of the Colorado-specific trial balance requirement in Rule
2187(H(I(N) should be permanent. Finally, for the reasons noted above, the Parties agree that a
full waiver of Rule 2187(d)(XII) regarding a build-out plan for universal service is warranted

and should be permanently granted.

6. Total Call hereby requests a full waiver of Rule 2187(F)(I[)(A) and states that the

recent changes to the Lifeline program eliminated the reporting of unfulfilled requests.

7. Total Call hereby requests partial waiver of Rule 2187(F)(II)(O) that requires
affidavit language concerning receipt of high cost support. Because Total Call is not seeking
high cost support from the USF or CHCSM support, the Parties agree that it would be in the

public interest and consistent with the Lifeline Reform Order reporting requirements to not

require Total Call to attest the purposes of High Cost Support when it will not receive any such
support. The Parties agree the Commission should grant this partial waiver and that Total Call
will submit an affidavit attesting that all other required information provided in its annual filing

is true and correct.

8. Total Call requested a waiver of Rule 2187(H(ID(M), in its 1% amendment to
application, that requires a copy of cost study, or in the alternative, copy of the line count filing

made to the FCC and USAC Administrator. These filings are required for the use of high cost
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funds. Total Call is not seeking high cost support, and a full waiver of the cost study or line

count filing is warranted and should be permanently granted.

9. Although Total Call requested a waiver of Rule 2187(H(IND(C) detailing outages,
because Total Call is a reseller, they have agreed to record keeping and reporting of outages as

described in Attachment 2(G)(4) to this Stipulation.

10. Total Call should also be granted full variance of Rule 2187(d)(III) that requires a
proposed ETC to describe in its application the service area in which the Applicant seeks
designation as an ETC by metes and bounds. As to duration, the Parties request that this
variance be for the filing of this Application only since the metes and bounds description is
information to be included in an application when filed. Sprint’s and the other wireless carrier
physical networks do not precisely correlate with a metes and bounds description as required by
Rule 2187(d)(IlI). However, a list of the wire centers in Colorado where Total Call has shown an
intent and ability to offer the supported services once designated as an ETC throughout the

service area set forth on Attachments 1, 2 and 3.

11. Total Call anticipates entering into a wholesale agreement with other wireless
carriers that would further expand their wire center coverage. Total Call agrees to notify the
Commission in this docket with the additional wire center coverage shown in Attachment 2 and 3

once the wholesale agreements are finalized.

12.  Total Call’s Lifeline program furthers the statutory goal that basic service be

available and affordable to all citizens of the state of Colorado.

13.  Total Call’s Lifeline product offering provides an additional choice of another
provider offering Lifeline service for low-income consumers, which is a significant benefit for

those consumers and is in the public interest.
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14.  The Parties stipulate and agree that Total Call has shown good cause that its
Lifeline Basic Universal Service (“LBUS”) offering as described in Attachment 4 meets all
applicable state and federal requirements, that Total Call’s ETC designation for Colorado low-
income universal service purposes will serve the public interest, convenience and necessity, that
Total Call does not receive high cost USF support in Colorado, and that Total Call’s advertising
adequately informs potential subscribers of the availability of Total Call’s Lifeline service
throughout its proposed ETC service area, and recommend that the Commission grant a full
waiver of Rules 2187 (d)(IT) and (HAD(F), (G), (H) and (K) through (N).

Federal ETC Designation For the Limited Purpose of Offering Lifeline

15. Total Call is a commercial mobile radio service (“CMRS”) provider and a
common carrier as defined by 47 U.S.C. § 153(10) and 47 C.ER. § 20.9(a)(7).

16.  Total Call has been granted ETC status to offer Lifeline wireless services in
Kansas, Maine, Maryland, Michigan, Nevada, Texas and West Virginia, currently has
applications for ETC designation pending with Arizona, Arkansas, California, Georgia, Hawaii,
Idaho, Ilinois, Iowa, Louisiana, Minnesota, Missouri, Nebraska, New Jersey, North Dakota,
Ohio, Pennsylvania, Rhode Island, South Dakota, Utah, Vermont, Washington, Wisconsin and
Wyoming. Total Call is awaiting designation as an ETC by the FCC in the states of Alabama,
Connecticut, Delaware, District of Columbia, Florida, New Hampshire, New York, North

Carolina, Tennessee, and Virginia.

17. Total Call has not been subject to any enforcement action at the FCC or in any
state. No ETC designations held by Total Call have been rescinded, revoked, or terminated by
the FCC or by any state regulatory agency. Total Call has operated in the United States since

2006 and has significant experience in providing high-quality telecommunications services. It
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obtains the majority of its revenue from selling low-cost prepaid telephone services on a
nationwide basis. Total Call also has the financial support of its parent company, KDDI of
America, which is a subsidiary of KDDI of Japan, the second largest carrier in Japan. Total Call
will not need to rely exclusively on federal USF support and will not need, and does not seek,

Colorado high cost funds to provide the proposed wireless services.

18.  Total Call provides each of the supported services set forth in 47 C.FR. §
54.101(a) and has shown an intent and ability to offer those services once designated an ETC

throughout the areas set forth on Attachments 1, 2, and 3 of this Stipulation.

19.  Total Call will offer four LBUS Plans to eligible non-tribal Lifeline subscribers.
The Parties have agreed that other Lifeline plans as described in its Application on page 4 or in
FCC Compliance Plan on page 6 attached as Exhibit 5 to Total Call’s Application with fewer
than 250 free minutes per month (i.e. the 150 minute plan) will not be offered in Colorado. Total
Call’s LBUS plans described in Attachment 4 comply with Rule 2187(d)(XII); which includes
free 250 minutes that do not rollover, as well as additional airtime minute packages that can
exceed 950 minutes. Total Call’s LBUS plans are consistent with other previously-designated
ETC Lifeline-only carriers in Colorado. Total Call’s Lifeline plans are available for enroliment

via Total Call’s website (www.totalcallmobile.com) and through Total Call’s subscriber service

department.

20.  Total Call agrees to work with the Colorado Department of Human Services
(“CDHS”) regarding certification and verification of the eligibility of Lifeline subscribers. It is
understood that Total Call, as a prepaid provider, will not be required to obtain or retain social

security numbers of subscribers. However, in compliance with Lifeline Reform Order, Total Call

will obtain and retain the last four digits of the social security number of its subscribers.

10
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21.  Total Call’s LBUS plans are not offered on a distance sensitive basis and there is
no additional charge for toll minutes of use. As such, toll limitation is not a concern because of
the prepaid nature of this Lifeline plan. Prepaid offerings, by their very construct, act as a toll

limitation mechanism; therefore, Total Call will not seek reimbursement for toll limitation.

22.  The Lifeline Reform Order further requires each applicant seeking ETC

designation to submit to the FCC for approval a Compliance Plan that contains the information

as outlined in Section 35.c of the Preliminary Statement above.

23. On May 14, 2012, Total Call submitted a Revised Compliance Plan for FCC
approval in WC Docket No. 09-197 and WC Docket No. 11-42. The Revised Compliance Plan
details the verification, certification, and other anti-fraud measures Total Call will take to comply
with state and federal requirements and to ensure that Lifeline support is provided only to
consumers who are truly eligible. The FCC approved Total Call’s Compliance Plan in its Lifeline
Reform Order on May 25, 2012. Since it has been found to meet all of the FCC’s
aforementioned criteria, Total Call is entitled to the FCC’s blanket forbearance from the “own
facilities” requirement. Total Call’s approved Revised Compliance Plan is attached as Exhibit 5

to Total Call’s Application and to this Stipulation as Attachment 6.

24.  The Parties stipulate and agree that with the incorporation of the agreed upon
terms and conditions in Attachment 5, designating Total Call as an ETC in the study areas and
wire centers set forth in Attachment 1, and contingent upon notice from Total Call in the wire
centers listed in Attachments 2 and 3 serves the public interest, convenience and necessity, as
required by 47 U.S.C. § 214{e)(2) and §§ 40-15-101, 40-15-501, and 40-15-502, C.R.S. The
Parties further stipulate and agree that the areas shown in Attachments 1, 2 and 3 should be

approved as Total Call’s designated service area (subject to the conditions set forth in Paragraph

11
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2 above) and that Total Call shall use a Lifeline Certification Form as set forth in Exhibit 1 to
Total Call’ approved Compliance Plan (attached hereto as Attachment 6) unless a different form

is required by the Commission or CDHS in the future.

25.  Without waiving any of its positions stated in this proceeding, Total Call has
entered into this Stipulation with Staff and the OCC to settle this matter. The Parties have agreed
to the LBUS Plans described in Attachment 4. Nothing in this Stipulation shall prohibit Total
Call the flexibility to offer new service plans to eligible consumers or to permit eligible
consumers to apply their Lifeline discount to bundled service plans or plans containing optional
calling features. In the event Total Call offers new expanded service plans or bundled service
plans in the future, these plans will be referred to herein as “Lifeline” plans. Further, the Parties
stipulate and agree that Total Call shall provide its LBUS plans and any future Lifeline plans

pursnant to this Stipulation (including Attachments 1 through 5). The following requirements

shall apply:

A. If Total Call desires to (1) modify its existing LBUS Plans, (2) add a new
Lifeline plan, (3) modify a Lifeline plan, (4) modify its Terms and
Conditions, or (5) modify its Operating Procedures, (each, a
“Modification™), then Total Call shall first provide the other Parties thirty-
days advance written notice of the proposed Modification. If none of the
Parties objects within the thirty-day notice period (the “Notice Period™),
then Total Call’ proposed Modification will go into effect upon the
expiration of the Notice Period. However, if one or more of the Parties
objects in writing to the proposed Modification and indicates to Total Call
during the Notice Period that the Modification may be contrary to the
public interest or disadvantageous to subscribers, then Total Call shall file
an application with the Commission and obtain the Commission’s
approval before implementing the proposed Modification. Total Call shall
also maintain Colorado-specific information on its *“Terms and Conditions
of Service” page on its website (www.totalcallmobile.com) that will
provide interested persons with notice of any proposed modifications to its
LBUS plan or any additional Lifeline plans offered to eligible subscribers.

B. If Total Call has failed to comply with paragraph A above and has
implemented a Modification to the LBUS plans or any additional Lifeline

12
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plans without following the procedures described above, then upon
appropriate pleading, or upon its own motion, the Commission may
investigate any unnoticed or unauthorized change to Total Call’s LBUS or
Lifeline Plan Description, Terms and Conditions and Operating
Procedures. In any such investigation, Total Call agrees to respond to
requests for information from the Commission Staff. However, nothing in
this Stipulation shall be construed as a waiver of any rights Total Call may
have to object to such requests for information, seek to limit disclosure of
privileged information, or seek to declare information as confidential.
After notice to Total Call and a subsequent investigation, the Commission
may find that a change is not consistent with Total Call’s ETC status or
results in a universal service Lifeline offering that is not eligible for
universal service Lifeline funding. If Total Call does not thereafter make
such changes as are necessary to bring its Lifeline offering into
compliance with such requirements, Total Call understands that the
Commission may revoke Total Call’s ETC status.

The Parties agree that the Commission has authority to enforce
compliance with this Stipulation pursuant to its terms and pursuant to Rule
2187 and, consistent with this Paragraph, may exercise its audit powers
derived from Section 40-15-107, C.R.S., with respect to the LBUS plans
or the Total Call’s ETC status. Consistent with this authority, for changes
to any additional Lifeline plans or implementation of new Lifeline plans,
other than the LBUS Plans, Staff may investigate and obtain any necessary
data through the Commission’s audit powers once Staff is notified of
changes. This process should work in the same manner that occurs when
Staff reviews tariff filings. Staff will work cooperatively with Total Call
to obtain information in order to assess whether the changes are in the
public interest or may otherwise impact Total Call’s eligibility to receive
Lifeline funding. The investigation should be completed within the 30-
day period between the notification of proposed change and Total Call’s
implementation of the change if the Parties reach an agreement. Total
Call may not implement the proposed change if the investigation has not
been completed. If there is disagreement between Staff and Total Call,
any Party, or any interested person, may file a formal complaint with, or
seek a declaratory ruling from the Commission.  Total Call will have an
opportunity to contest a Staff position that a change is not consistent with
Total Call’s ETC status or results in a universal service Lifeline offering
that is not eligible for universal service Lifeline funding by filing (1) an
application to change its LBUS Plans, or (2) a request for declaratory
ruling and in each case an evidentiary hearing may be held. Finally, with
regard to Lifeline plans other than the LBUS Plans, Staff may notify the
FCC and Universal Service Administrator Company (“USAC”) if it
believes the Lifeline offering is not eligible for funding.

The Parties acknowledge that because Total Call is using the network of
its underlying carrier, Sprint PCS (and other underlying carriers upon

13
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reaching an agreement with such carriers), throughout its designated

service area, that no notice to Public Safety Answering Points (“PSAPs™)
is required.

The Parties agree that Total Call shall remit and pay the prepaid wireless
E911 charge of one and four-tenths percent, as specified in CR.S § 29-11-
102.5, of $0.18 on its LBUS Plan #1 based on a value of $12.75 per month
in Colorado. In the event the number of free minutes associated with the
LBUS Plan #1 changes as discussed above, or with any new Lifeline
Plans, the value for purposes of calculating the E911 charge shall be
modified proportionately. The Parties further agree that Total Call shall
remit and pay the prepaid wireless E911 charge of one and four-tenths
percent of the price of each retail transaction associated with the purchase
of LBUS Plans #2, #3, #4, additional minutes or data plans from Lifeline
subscribers as required by C.R.S § 29-11-102.5. In the event C.R.S § 29-
11-102.5 is amended to change the E911 charge, Total Call shall pay the
E911 charge at the amended rate and in the same manner as its wireless
Lifeline competitors. Total Call will also pay the prepaid wireless E911
charge on all prepaid and or/replenishment voice minutes sold
independently of the LBUS plan as required by C.R.S. § 29-11-102.5.
For prepaid minutes bundled with text messages or other services sold
directly through Total Call, Total Call will pay the prepaid wireless E911
charge on the full amount of the retail transaction as required by C.R.S. §
20-11-102.5. In the event that Total Call develops a system to separate
out the voice minute charges from non-voice charges at the point of sale,
Total Call shall notify the Commission at least 30 days in advance of its
intent to pay the prepaid wireless E911 charge only on voice minutes
when bundled with text messages or other services.

The Parties agree that Total Call shall remit and pay the Colorado High
Cost charge, at the rate then in effect, on all intrastate retail voice minute
revenues (calculated based on the safe harbor percentage established by
the FCC then in effect, currently 62.9 percent intrastate) from voice
minutes above the free voice minutes (e.g. above the 250 free minutes in
its LBUS Plans).

The Parties agree that Total Call provides all its subscribers with the
ability to make and receive interexchange or toll calls through
interconnection arrangements made by Total Call or its underlying
providers.

Total Call commits to provide service throughout its designated service
area as listed in Attachments 1, 2 and 3 (subject to the conditions set forth
in Paragraph 2 above) of this Settlement to all subscribers making a
reasonable request for service, subject to handset availability. Total Call
certifies that it will provide service on a timely basis and that it will
comply with the service requirements applicable to the support that it
receives pursuant to 47 C.E.R. § 54.202(a)(1)(®).

14
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L. Before offering Lifeline service in Colorado, Total Call will include its
Colorado-specific information on the “Terms and Conditions of Service”
page of its web site (www.totalcallmobile.com) where its Colorado
offering is described, and the Commission’s contact information as listed
in Attachment 5 to the Stipulation for any unresolved subscriber questions
or complaints.

L. To the extent the Commission subsequently adopts rules of general
applicability to Lifeline ETCs that are inconsistent with some or all these
provisions A through I, the provisions in the Commission’s Lifeline ETC
rules shall control.

GENERAL PROVISIONS

1. Without waiving any of its positions stated in this case, Total Call desires to end
further uncertainty in this Docket by entering this Stipulation. Accordingly, the Parties hereby
agree to be bound to the terms of this Stipulation. The Parties recognize and acknowledge that
should the Commission or the FCC determine a change in the particular regulatory treatment
applicable to wireless ETC designees, in further rulemakings or otherwise, any such lawful and

applicable determinations would apply to Total Call.

2. This Stipulation is a settlement of disputed and compromised claims and
accordingly, this Stipulation is made for settlement purposes only. No Party concedes the
validity or correctness of any regulatory principle or methodology directly or indirectly

incorporated in this Stipulation.

3. All witnesses of the Parties will support all aspects of the Stipulation embodied in
this document in any hearing conducted to determine whether the Commission should approve
this Stipulation. Each Party also agrees that, except as expressly provided in this Stipulation, it
will take no action in any administrative or judicial proceeding which would have the effect,
directly or indirectly, of contravening the provisions of this Stipulation. Without prejudice to the

foregoing, the Parties expressly reserve the right to advocate positions different from those stated

15
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in this Stipulation in any proceeding other than one necessary to obtain approval of, or enforce
this Stipulation or a Commission order approving this Stipulation. Nothing in this Stipulation

shall constitute a waiver by any Party with respect to any matter not specifically addressed in this

Stipulation.

4. This Stipulation shall not become effective until the Commission issues a final
order approving the Stipulation, which order does not contain any modification of the terms and
conditions of this Stipulation that is unacceptable to any of the Parties to the Stipulation. In the
event the Commission modifies this Stipulation in a manner unacceptable to any Party hereto,
that Party may withdraw from the Stipulation and shall so notify the Commission and the other
Parties to the Stipulation in writing within ten (10) days of the date of the Commission order. In
the event a Party exercises its right to withdraw from the Stipulation, this Stipulation shall be

null and void and of no effect in this or any other proceedings.

5. In the event this Stipulation becomes null and void or in the event the
Commission does not approve this Stipulation, this Stipulation, as well as the negotiation

undertaken in conjunction with the Stipulation, shall not be admissible into evidence in these or

any other proceedings.

6. The Parties state that they have reached this Stipulation by means of a negotiated
process that is in the public interest, and that the results reflected in this Stipulation are just,
reasonable and in the public interest. Approval by the Commission of this Stipulation shall
constitute a determination that the Stipulation represents a just, equitable, and reasonable
resolution of all issues which were or could have been contested by the Parties with respect to

the Total Call Application.

16
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7. This Stipulation is an integrated agreement that may not be altered by the

unilateral determination of any Party.

8. This Stipulation may be executed in separate counterparts, including facsimile.
The counterparts taken together shall constitute the Stipulation. The Parties represent that the
signatories, except Counsel for Staff of the Commission, to the Stipulation have full authority to
bind their respective parties to the terms of the Stipulation.

WHEREFORE, the Parties respectfully submit this Stipulation for approval by the
Commission and request that the Commission grant such approval.

Dated this 22™ day of Marcli, 2013.

17



FOR TOTAL CALL MOBILE,
INC.

P S
Hideki Kato, COO

Total Call Mobile, Inc.

1411 W. 190" St., Suite 700
Gardena, CA 90248

Telephone: (310) 818-4300
Facsimile: (310) 818-4310
E-Mail: hidekik@totalcallusa.com

FOR THE STAFF OF THE
COLORADO PUBLIC UTILITIES
COMMISSION

John T. Scott

Colorado Public Utilities Commission
1560 Broadway, Suite 250

Denver, Colorado 80202

Tele: 303-894-2043

Fax: 303-894-2813

FOR THE
COLORADO OFFICE OF
CONSUMER COUNSEL

Ron Fernandez

Colorado Office of Consumer
Counsel

1560 Broadway, Suite 200
Denver, Colorado 80202
Tele: 303-894-2125

Fax: 303-894-2117
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"

Nathaniel Law, Associate General Counsel
Total Call Mobile, Inc.

1411 W. 190™ St., Suite 700

Gardena, CA 90248

Telephone: (310) 818-4300

Facsimile: (310) 818-4310
nathaniell@totalcallusa.com

APPROVYED AS TO FORM:

Anne K. Botterud, No. 20726
First Assistant Attorney General
Office of the Colorado Attorney
General

1300 Broadway, 8™ Floor
Denver, Colorado 80203

Tele: 720-508-6334

Fax: 720-508-XXXX

APPROVED AS TO FORM:

Gregory E. Bunker, No. 24111
Senior Assistant Attorney General
Office of the Colorado Attorney
General

1300 Broadway, 7th Floor
Denver, Colorado 80203

Tele: 720-508-6212

Fax: 720-508-6040



FOR TOTAL CALL MOBILE,
INC.

Hideki Kato, President

Total Call Mobile, Inc.

1411 W. 190" SL., Suite 700
Gardena, CA 90248

Telephone: (310) 818-4300
Facsimile: (310) 818-4310
E-Mail; hidekik @totalcallusa.com

- FOR THE STAFF OF THE
COLORADO PUBLIC UTILITIES
COMMISSION

QO /kst

John/T. chou

Colevado Public Utilities Commission
1560 Broadway, Suite 250

Denver, Colorado 80202

Tele: 303-894-2043

Fax: 303-894-2813

FOR THE
COLORADO OFFICE OF
CONSUMER COUNSEL

Ron Fernandez

Colorado Office of Consumer
Counsel

1560 Broadway, Suite 200
Denver, Colorado 80202
Tele: 303-894-2125

Fax: 303-894.2117
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Gregory E. Bunker, No. 24111
Senior Assistant Attorney General
Office of the Colorado Attorney
General

1300 Broadway, 7th Floor
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Tele: 720-508-6212

Fax: 720-508-6040
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INC.

Total Call Mobile, Inc.
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Telephone: (310) 818-4300
Facsimile: (310) 818-4310
E-Mail: hidekik@totalcallusa.com

FOR THE STAFF OF THE
COLORADO PUBLIC UTILITIES
COMMISSION

John T. Scott

Colorado Public Utilities Commission
1560 Broadway, Suite 250

Denver, Colorado 80202

Tele: 303-894-2043

Fax: 303-894-2813

FOR THE
COLORADO OFFICE OF
CONSUMER COUNSEL

Colorado Office of Consumer
Counsel

1560 Broadway, Suite 200
Denver, Colorado 80202
Tele: 303-894-2125

Fax: 303-894-2117
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Nathaniel Law, Associate General Counsel
Total Call Mobile, Inc.

1411 W. 190" St., Suite 700

Gardena, CA 90248

Telephone: (310) 818-4300

Facsimile: (310) 818-4310
nathaniell@totalcallusa.com

APPROVED AS TO FORM:

Anne K. Botterud, No. 20726
First Assistant Attorney General
Office of the Colorado Attorney
General

1300 Broadway, 8" Floor
Denver, Colorado 80203

Tele: 720-508-6334

Fax: 720-508-XXXX

APPROVED AS TO FORM:

Office o the
General
1300 Broadway, 7th Floor
Denver, Colorado 80203
Tele: 720-508-6212

Fax: 720-508-6040

vlorado Attorney
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LIST OF ATTACHMENTS
Total Call’s Colorado designated service area with underlying provider
Sprint PCS.

Total Call’s Colorado designated service area contingent upon resale
agreement with underlying provider Verizon Wireless

Total Call’s Colorado designated service area contingent upon resale
agreements with other underlying wireless providers.

Total Call’s Initial Lifeline Offering
Operating Procedures

Total Call’s FCC-Approved Revised Compliance Plan and Public Notice
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Total Call Mobile, Inc. ETC Designation - Lifeline Only
Service Area (Sprint)

Clli Central Office Name Underlying Provider
1|MNZNCOXC Manzanola CenturyTel of Eagle
2|PCFRCOXC Rocky Ford (Zone 1) CenturyTe! of Eagle
3|ECKRCO Eckert Delta County Telecommunications Inc.
4JAFACCOMA Air Force Academy Qwest Corporation
5|ENWDCOAB Aberdeen Qwest Corporation
6|ARVDCOMA ARVADA Qwest Corporation
7IAURRCOMA AURORA Qwest Corporation
8|AURRCOMB MONAGHAN Qwest Corporation
9|8LDRCOGB GUNBARREL Qwest Corporation

10|BRFDCOMA BROOMFIELD Qwest Corporation
11|CLSPCOEA COLO SPRINGS EAST Qwest Corporation
12]CFTNCONM CLIFTON Qwest Corporation
13|DNVRCOCH CAPITOL HILL Qwest Corporation
14|DNVRCOCP CURTIS PARK Qwest Corporation
15|DNVRCOCW COTTONWOOD Qwaest Corporation
16|DNVRCODC DRY CREEK Qwest Corporation
17|DNVRCOEA DENVER EAST Qwest Corporation
18| DNVRCOMA DENVER MAIN Qwest Corporation
18|DNVRCOMB MONTEBELLO Qwest Corporation
20|DNVRCONE DENVER NORTHEAST Quwest Corporation
21|DNVRCONO DENVER NORTH Qwest Corporation
22|DNVRCOQU DENVER INT'L AIRPORT Qwest Corporation
23|DNVRCOSE DENVER SOUTHEAST Qwest Corporation
24| DNVRCOSH SMOKY HILL Qwest Corporation
25|DNVRCOSL SULLIVAN Qwest Corporation
26 DNVRCOSO DENVER SOUTH Qwest Corporation
27| DNVRCOSW DENVER SOUTHWEST Qwest Carporation
28| DNVRCOWS DENVER WEST Qwest Corporation
29|ENWDCOMA ENGLEWOQD Qwest Corporation
30|ERIECOMA ERIE Qwest Corporation
31|FONTCOMA FOUNTAIN Qwest Corporation
32|FRDRCOMA FREDERICK Qwest Corporation
33|FTLPCOMA FT LUPTON Qwest Corporation
34|CLSPCO32 GATEHOUSE Qwest Corporation
35| GLCRCOMA GILCREST Qwest Corporation
361HLRSCOMA HILLROSE Qwest Corporation
37|LTTNCOHL HIGHLANDS RANCH Qwest Corporation
38[HDSNCOMA HUDSON Qwest Corporation
39}JHMLCOMA JOHNSTOWN-MILLIKEN Qwest Corporation
A0|LKWDCOMA LAKEWOOD Qwest Corporation
41|LNMTCOMA LONGMONT Qwest Corparation
42|LTTNCOMA LITTLETON Qwest Corporation
43|MEADCOMA MEAD Qwest Corporation
44{NGLNCOMA NORTHGLENN Qwest Corporation
45|NIWTCOMA NIWOT Qwest Corporation
46{PRKRCOMA PARKER Qwest Corporation
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Total Call Mobile, inc. ETC Designation - Lifeline Only

Service Area (Sprint)

Clli Centrai Office Name Underlying Provider
47|GRELCQJC PARKVIEW Qwest Corporation
48|CLSPCCOPV PIKEVIEW Qwest Corporation
45(PTVLCOMA PLATTEVILLE Qwest Corporation
50{PUBLCO06 PUEBLO WEST Qwest Corporation
51|PUBLCOMA PUEBLO MAIN Qwest Corporation
52|SCRTCOMA SECURITY Qwest Corporation
53|PUBLCOSU SUNSET Qwest Corporation
54| TEMACOMA TABLE MESA Qwest Corporation
55|WNMNSCOMA WESTMINISTER Qwest Corporation
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Total Call Mobile, inc. ETC Designation - Lifeline Only
Service Area {Verizon)

Clli Central Office Name Underlying Provider
1|AGATCOXC Agate Agate
2|SIML.COXC Simla Big Sandy
3|BYRSCQOXCDSO |Byers Bijou
4|DRTRCOXCRS1 |Deer Trail Bijou
5{AKRONCOXC Akron CenturyTel of Eagle
6|CHRWCOXC Cheraw CenturyTel of Eagle
7{IGNCCOXC Ignacio CenturyTel of Eagle
B{LAVTCOXC Leveta CenturyTel of Eagle
9|MESACOXC Mesa CenturyTel of Eagle

10|WILYCOXC Wiley CenturyTel of Eagle
11|CRESCOXC Crestone Columbine
12IMOSCCOXC Mosca Columbine
13|CDRDCOXCRSO |Cedaredge Delta County
14]ARRBCOXC Arriba Eastern Slope
15|BNNTCOXCDSO |Bennett Eastern Slope
16{HUGOCOXCDSO0 |Eads Eastern Slope
17|HUGOCOXC Hugo Eastern Slope
181HUGOCOXCDSO0 |Kit Carson Eastern Slope
19|WDRWCOXC Woodrow Eastern Slope
20{CROKCOXC Crook Haxtun
21IFLNGCOXC Flerming Haxtun
22|HAXTCOXC Haxtun Haxtun
23|CMRNCOXCDS0 |Arrowhead Nucla

24| NUNNCOXCDS0 |[Nunn Nunn
25|HLYKCOXC Holyoke Phillips County
26|ANTNCOXC Anton Plains
27|COPECOXC Cope Plains
28|ECKLCOXC Eckley Plains

29} KIRKCOXC Kirk Plains
30|RGGNCOXCDS0 jRoggen Roggen
31[STBGCOXCDS0O {Strasburg Strasburg
32|WGNSCOXCDS1 |Briggsdale Wiggins
33jWGNXCOXC Wiggins Wiggins
34]WELRDCOXC Willard Willard
35|AGLRCOMA AGUILAR Qwest Corporation
36|AULTCOMA AULT Qwest Corporation
37|AVONCOMA AVON Qwest Corporation
3BJAVDLCOMA AVONDALE Qwest Corporation
39|BITNCOMA BRIGHTON Qwest Corporation
40}BLDRCOMA BOULDER Qwest Corporation
41|BLFSCOMA BLACK FOREST Qwest Corporation
4£2|BRRGCOMA BRECKENRIDGE Qwest Corporation
43|BRSHCOMA BRUSH Qwest Corporation
44| BRTHCOMA BERTHOUD Qwest Corporation
45]CLHNCOMA CALHAN Qwest Corporation
46|CSRKCONM CASTLE ROCK Qwest Corporation

Attachment 2
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Total Call Mobile, Inc. ETC Designation - Lifeline Only
Service Area (Verizon)

Clli Central Office Name Underlying Provider
47|CNCYCOMA, CENTRAL CITY Qwest Corporation
48]CCCNCCMA COAL CREEK CANYON Qwest Corporation
49|CLSPCOMA COLO SPRINGS MAIN Qwest Corporation
50|DNVRCOCL COLUMBINE Qwest Corporation
51 CPMTCOMA COPPER MOUNTAIN Qwaest Corporation
52|DELTCOMA DELTA Qwest Corparation
53| EATNCOMA, EATON Qwest Corporation
54|ELZBCOM ELIZABETH Qwest Corporation
55{EVRGCOMA EVERGREEN CQwest Corporation
56|FRSCCOMA FRISCO Qwest Corporation
57|FTMRCOMA FT MORGAN Qwest Corporation
58| GLDNCOMA GOLDEN Qwest Corporation
59| GMFLCOMA GREEN MOUNTAIN FALLS Qwest Corporation
60|GRELCOMA GREELEY Qwest Corporation
61|FTCLCOHM HARMONY Qwest Corporation
62|IDSPCOMA IDAHO SPRNGS Qwest Corporation
63[JLBGCOMA JULESBURG Qwest Corporation
64 KNBGCOMA KEENESBURG Qwest Corperation
B5|LRKSCONM LARKSPUR Qwest Corporation
66{LSLLCOMA LA SALLE Qwest Corporation
67 |LIMNCOMA LIMON Qwest Corporation
68|LKMTCOMA LOOKOUT MOUNTAIN Qwest Corporation
63| MNSPCOMA MANITOU SPRINGS Qwest Corporation
7O|MNMTCOMA MONUMENT CQwest Corporation
71|MRSNCOMA MORRISON Qwest Corporation
72INDLDCOMA NEDERLAND Quwest Corporation
73|OLTHCOMA QLATHE Qwest Corporation
74| OVIDCOMA OoVID Qwest Corporation
75|PLSDCOMA PALISADE Qwest Corporation
76|PNRSCOMA PENROSE Qwest Corporation
77|PYTNCOMA PEYTON Qwest Corporation
78|CLSPCOSM STRATMOOR Qwest Corporation
79| TLRDCOMA TELLURIDE Qwest Corporation
80|VAILCOMA VAIL Qwest Corporation
81{VNLDCOMA, VINELAND Qwest Corporation
82[WGTNCOMA WELLINGTON Qwest Corporation
83|WLDACOMA WELDONA Qwest Corporation
84 WNDSCOMA WINDSOR Qwest Corporation

Attachment 2
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Total Call Mobile, Inc. ETC Designation - Lifeline Only
Service Area (Commnet, Union Wireless, Viaero, Strata Wireless)

Clii Central Office Name Underlying Carrier Underlying Provider
1|BASNCOXC Branson Commnet CenturyTel of Eagle
2|BRGRCOXC Bristol-Granada Commnet CenturyTel of Eagle
3|CAMPCOXC Campa Cornmnet CenturyTel of Eagle
4|CNTRCOXC Center Commnet CenturyTel of Eagle
5|CREDCOXC Creede Commnet CenturyTel of Eagle
6{HLLYCOXC Holly Commnet CenturyTel of Eagle
7|HWRDCOXC Howard Commnet CenturyTel of Eagle
8|GRNRCOXC Gardner Commnet CenturyTel of Eagle
S[LINTCOMA Lajunta (Zone 1) Commnet CenturyTel of Eagle

10|LAMRCOXC Lamar (Zone 1) Commnet CenturyTel of Eagle
11|LSANCOXC Las Animas (Zone 1) Commnet CenturyTel of Eagle
12|MNSSCOXC Manassa Commnet CenturyTel of Eagle
131SNLSCOXC San Luis Commnet CenturyTel of Eagle
14|8SGCHCOXC Sagquache Commnet CenturyTel of Eagle
15|SPFDCOXC Springfield Commnet CenturyTel of Eagle
16| TWBTCOXC Two Buttes Commnet CenturyTel of Eagle
17|WCLFCOXC Westcliffe Commnet CenturyTel of Eagle
18|WSTNCOXC Weston Commnet CenturyTel of Eagle
19{WLSHCOXC Walsh Commnet CenturyTel of Eagle
20|WLDNCOXC Walden Union Wireless CenturyTel of Eagle
21|BLNCCOXC Blanca Commnet Blanca Telephone
22|BELHCOXCDSO {Beulah Commnet Pine Drive Telephone
23|CLCYCOXC Colorado City Commnet Rye Telephone
24{KIMCOXC Kim Commnet Rye Telephone
25|RYECOXC Rye Commnet Rye Telephone
26|CACYCOMA CANON CITY Commnet Qwest
27|DLNRCOMA DEL NORTE Commnet Qwest
28iFLRNCOMA FLORENCE Commnet Qwest
29|MTVSCOMA MONTE VISTA Commnet Qwest
30{SFRKCOMA SOUTHFORK Commnet Qwest

31| TRNDCOMA TRINIDAD Commnet Qwest
32|WLBGCOMA WALSENBURG Commnet Qwest
33|ALMSCOMA ALAMOSA, Viaero Wireless Qwest
34|FWLRCOXC Fowler Viaero Wireless CenturyTel of Eagle
35]O0RWYCOXC Ordway Viaero Wireless CenturyTel of Eagle
38|0OTISCOXC Otis Viaerg Wireless CenturyTel of Eagle
371 YUMACOXC Yuma Viaero Wireless CenturyTel of Eagle
IB|PETZCOXCDS1 |Peetz Viaero Wireless Peetz
39]CRAGCOMA CRAIG Union Wireless Qwest
40|FRSRCOMA FRASER Union Wireless Qwest
41\FRUTCOMA FRUITA Union Wireless Qwest
A2|FTCLCOMA FT COLLINS Union Wireless Qwest

43| GRNBCOMA GRANBY Union Wireless Qwest
441HSSPCOMA HOT SULPHUR SPRINGS Union Wireless Qwest
45|KRNGCOMA KREMMLING Union Wireless Qwest
46|PACHCOM PARACHUTE Union Wireless Qwest
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Total Call Mobile, Inc. ETC Designation - Lifeline Only
Service Area {Commnet, Union Wireless, Viaero, Strata Wireless)

Clli Central Office Name Underlying Carrier Underlying Provider
47{DNSRCOXC Dinosaur Strata Wireless CenturyTel of Eagle
48|RNGLCOXC Rangely Strata Wireless CenturyTel of Eagle
48)MEKRCOMA MEEKER Strata Wireless Qwest
50jHYDNCOMA HAYDEN Strata Wireless Qwest
51|OKCKCOMA OAK CREEK Sirata Wireless Qwest
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LIFELINE BASIC UNIVERSAL SERVICE OFFERING
OF TOTAL CALL MOBILE, INC.

The following contains a detailed description of Total Call Mobile, Inc.’s (“Total
Call”) Lifeline Basic Universal Service (“LBUS”) initial offering in Colorado.

A. TOTAL CALL LBUS OFFERINGS

Total Call LBUS Offerings includes the following services required under 47
CF.R. § 54.101(a) and 4 CCR 723-2-2308(a):

1. Access to Public Switched Telephone Network and Local Usage. Total
Call service includes voice grade access to the public switched telephone
network or its functional equivalent and minutes of use for local service
without additional charge to the end user.

2. Access to Emergency Service. Subscribers of Total Call LBUS Offerings
will be able to reach a public safety answering point by dialing “911”
regardless of activation status. Total Call will provide its Lifeline
subscribers with 911 and E911 compliant handsets and replace non-
compliant handsets at no additional charge.

3. Toll Limitation. Total Call’s LBUS plans are not offered on a distance-
sensitive basis and minutes are not charged separately for local or
domestic long distance services. Prepaid offerings, by their very
construct, act as a toll limitation mechanism.

4, Lifeline Services. Qualified low income subscribers shall receive the
equivalent value of $9.25 per month (250 free voice minutes or a $10
discount on retail plans).’

5. Hearing Impaired. Total Call will make available services for the hearing
impaired. Subscribers may contact Total Call for more information.

! Nothing in this Paragraph A(4) shall modify Total Call agreement in the Stipulation to remit and pay the
prepaid wireless E911 charges as set forth in the Stipulation and Settlement and required by C.R.5 § 29-11-
102.5.
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B. ADDITIONAL SERVICES WHICH ARE INCLUDED IN TOTAL CALL
LBUS OFFERING

Free Handset to each qualifying subscriber

Free Voicemail®

Free Call Waiting

Free Caller ID

Free subscriber service calls by calling #611 from a Total Call handset
Free calls to 911 emergency services

Domestic long distance calls at no additional charge per minute

A Gl b

C. THE PRICING FOR TOTAL CALL LBUS OFFERINGS

Total Call will flow through $9.25, which includes the federal subsidy, in the
form of 250 free minutes to Lifeline customer for LBUS Plan #1 or a $10.00 price
reduction for LBUS Plans #2, 3, and 4.

1. Retail calling plans are pay-in-advance offerings and do not require the customer
to sign a contract.

2. Long distance calls are provided at no additional charge (other than minutes used)
for calls made within the United States.

3. Pederal and state universal service assessments are imposed separately. The
Parties agree that Total Call shall remit and pay the Colorado High Cost charge, at
the rate then in effect, on all intrastate retail voice minute revenues {(calculated
based on the safe harbor percentage established by the FCC then in effect,
currently 62.9 percent intrastate) from voice minutes above the free voice minutes
(e.g. 250 free minutes).

4. Subscribers will not be required to pay an activation fee.

5. Subscribers will not be charged a fee for a replacement phone if the free phone it
receives does not work within the first 60 days from first use. To return a phone
to Total Call, Subscribers will be responsible for paying shipping costs to send the
non-working phone to Total Call. If Total Call determines that the phone is not
functional due to no fault of the Subscriber, Total Call will provide a basic
Lifeline handset as a replacement phone to the Subscriber, and pay all shipping
costs to send such phone back to the Subscriber. Subscribers may also choose to

upgrade their handset from the basic Lifeline model(s) by paying an additional fee
to Total Call.

* Calls placed to Voicemail count against the voice minutes provided by the plan.

2
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6. Roaming is blocked on Total Call LBUS plans in areas where coverage is not
available from Total Call’s underlying carriers, so Lifeline customers do not incur
unexpected roaming charges.

THE AREAS IN WHICH TOTAL CALL _LBUS OFFERINGS ARE
AVAILABLE. AND THE CORRESPONDING LOCAL CALLING AREAS

Total Call LBUS Offerings are available to customers within the wire centers in
which Total Call has been designated as an ETC. Total Call shall not offer its
LBUS plans in wire centers other than those listed in Attachments 1, 2 and 3 to
the Stipulation and shall file an application with the Commission if it expands its
footprint to wire centers not listed in Attachments 1, 2 and 3.

TOTAL CALL LBUS PLANS

Total Call shall provide the following LBUS plans to eligible Lifeline subscribers.
Unused minutes or domestic Short Message Service (“SMS™) text messages do
not carry over to the following month except in the event of a service interruption
as described in Attachment 5, G3.

250 Free Minute Plan (non-rollover) (LBUS Plan #1)

Minutes are “anytime” minutes and can be used for domestic calls, including local
or intrastate/interstate long distance calls. SMS text messaging is available at a
rate of one text per minute of airtime. Additional usage is $0.10 per minute and
$0.05 per text message (which must be purchased by Subscribers prior to
incurring such additional usage).

1,000 Talk & 1.000 Text (LBUS Plan #2)

Monthly retail plan is $29.99 per month and a $10.00 discount will apply,
resulting in $19.99 charge to the Lifeline customer. Minutes expire at the end of
each 30-day cycle, whether the subscriber uses the airtime minutes or not.

Unlimited Talk & Text (LBUS Plan #3)
Monthly retail plan is $39.99 per month and a $10.00 discount will apply,

resulting in $29.99 charge to the Lifeline customer. This plan provides for
unlimited local and domestic long distance calling and unlimited text messaging
for thirty calendar days.

Unlimited Talk, Text & Data (LBUS Plan #4)

Monthly retail plan is $49.99 per month and a $10.00 discount will apply,
resulting in $39.99 charge to the Lifeline customer. This plan provides for
unlimited local and domestic long distance calling, unlimited text messaging and
unlimited data for thirty calendar days.
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Customers will be eligible to upgrade from LBUS Plan #1 to LBUS Plans #2, #3
or #4 by contacting Total Call at least 24 hours in advance of their monthly
service renewal date, requesting such upgrade and paying the associated monthly
service fee.

In order for the customer to continue to receive his or her designated monthly
allotment provided with LBUS Plans #2, #3 or #4, the customer will be required
to prepay the monthly service fee at least 24 hours in advance of their monthly
service renewal date. In the event that prepayment of the monthly service fee is
not received by the close of business on the day prior to the customer’s monthly
service renewal date, the Lifeline Plan will automatically defauit to the no-cost
Lifeline Plan #1. Customers may reinstate Lifeline Plans #2, #3, or #4 for the
following month by making payment of the scrvice fee at least 24 hours in
advance of the following month’s service renewal date. In the event a customer’s
Lifeline service defaults to Lifeline Plan #1 and the customer chooses not to
reinstate another Lifeline Plan, the customer will be subject to the federal rules

related to non-usage for prepaid service as defined in Total Call’s FCC Compliance
Plan.
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OPERATING PROCEDURES APPLICABLE TO LIFELINE BASIC UNIVERSAL

A.

SERVICE OFFERING OF TOTAL CALL MOBILE, INC.
ACCESS TO RECORDS.

All records required by these procedures pertaining to Total Call Mobile, Inc.’s
(“Total Call”) Lifeline Basic Universal Service (“LBUS”) offering shall be made
available to the Commission or its authorized representatives, on a confidential
basis, as appropriate, at any time upon request.

RETENTION OF RECORDS.

Unless otherwise authorized by the Colorado Public Utilities Commission
(“Commuission™), all records required by these procedures pertaining to Total
Calls’ Lifeline offering shall be preserved for the period of time specified by Rule
4 CCR 723-2-2005 of the Rules Regulating Telecommunications Providers,
Services, and Products, but in no event less than a minimum of 24 months after
the date of entry of the record or for any longer period of time specified by FCC
rule or order or Commission rule, whichever is longer.

SERVICE AREA.

Attachments 1, 2 and 3 (subject to the conditions set forth in Paragraph 2 of
Settlement) to the Stipulation depict the non-rural wire centers where Total Call is
designated for ETC status. Attachment 1 depicts the current wire centers that
Total Call is designated for ETC status and Attachments 2 and 3 depicts those
wire centers where Total Call will be designated as an ETC upon notification to
the Commission that Total Call has reached an agreement with the underlying
carriers that provide coverage in such wire centers to resell the services of such
underlying carriers.

RECORDS OF COMPLAINTS.

1. Total Call shall maintain an accurate record of all oral and written
complaints made by its subscribers regarding its service, or rates and
charges. This record shall include the name and address of the subscriber
or complainant, the time, date and nature of the complaint, the action
taken to clear trouble, and the date and time of trouble clearance.

2. The record of complaints shall be categorized to indicate to Total Call and
to the Commission whether any particular subscriber encounters the same
difficulties frequently, in terms of complaints per month, including
subscriber trouble reports, whether a large number or percentage of all
complaints from different subscribers arise from the same irregularity in
service, with 5 percent or more of all complaints over a three month period
being considered significant, or whether some phase of the construction,
equipment, maintenance or operation are causing the complaints.
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For any unresolved complaints or subscriber questions, Total Call shall
direct its personnel engaged in initial contact with an applicant or a
subscriber in which dissatisfaction with the decision or explanation by the
personnel is expressed, to inform the subscriber of the right to have the
problem considered and acted upon by another consumer representative or
supervisory personnel of Total Call. If the applicant or subscriber
continues to express dissatisfaction after the supervisory personnel have
addressed the problem, Total Call shall further direct the supervisory
personnel to provide the complainant that they may contact the External
Affairs Section of the Commission at Colorado Public Utilities
Commission, Consumer Affairs, 1560 Broadway, Suite 250, Denver
Colorado 80202, Phone 303-894-2070 or 800-456-0858, fax number 303-
894-2532 or by e-mail to dora puc complaints @state.co.us for further
review of an unresolved problem. Total Call shall post on its website the
contact information of the External Affairs Section of the Commission.

DESIGNATED SERVICE AREA.,

Total Call shall file an application with the Commission for expansion of its ETC
designation service area if it increases its service area beyond the boundaries of the
non-rural ILEC wire centers listed in Attachment 1, 2 and 3 to this Stipulation.
Absent authorization from the Commission, Total Call shall not serve eligible

Lifeline subscribers in the portions of those wire centers beyond those listed in
Attachments 1, 2 and 3.

HELD SERVICE APPLICATIONS.

1.

During periods of time, if any, when Total Call may not be able to supply
service to subscribers in Total Call’ Designated Service Area, described in
Paragraph E above, within ten calendar days of the date of approval of
their eligibility by the Colorado Department of Human Services
(“CDHS”), Total Call shall keep a record for its Designated Service Area
showing the name and address of each applicant for service, the date of
application, the class type and grade of service applied for, together with
the reason for the delay in providing the service to the applicant, and the
expected date of service.

All subscribers who have not been delivered a telephone and assigned a
telephone number within ten calendar days of the date of approval of their
eligibility by the CDHS shall be provided a written or email notice by
Total Call, stating the order number assigned by Total Call to the
application for service, the general status of the order, and a phone number
to call with questions. This notice shall be postmarked or sent via email

on or before the 15th day after the date of approval of their eligibility by
the CDHS.
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Under circumstances where the period to provide Lifeline service exceeds
30 calendar days after the approval of the subscriber eligibility by the
CDHS, Total Call shall file a letter with the Commission stating the
circumstances causing the delay, explaining whether such circumstances
are beyond Total Call’s control, and providing an estimate of the time
necessary to provide service. This letter shall be filed with the Director by
the last business day of the following month.

SERVICE INTERRUPTIONS.

General

1.

Service is interrupted when it becomes unusable to the subscriber or when
the subscriber is unable to transmit or receive calls due to the failure of a

component of the network furnished by Total Call or provided through
resale.

An interruption period begins when the subscriber reports a service,
facility or circuit to be inoperative and releases it for testing and repair.
An interruption period ends when the service, facility or circuit is
operative.

Reestablishing Service

3.

Total Call will make all reasonable efforts to prevent interruptions of
service that are within its control and, when interruptions do occur,
reestablish service with the shortest possible delay. Total Call will make
attempts to resolve emergencies at all hours, consistent with the bona fide
needs of subscribers and the personal safety of Total Call’ employees. In
almost all cases, Total Call will take all commercially reasonable steps to
reestablish service within 24 hours. If unusual repairs are required, or
other factors will prevent the prompt reestablishment of service, Total Call
will make reasonable efforts to contact the subscriber. In the event a
Lifeline subscriber in Colorado experiences a service interruption caused
by a failure of equipment under Total Call’s control or under the control of
Total Call’s underlying facilities-based carrier, Sprint and/or other
wireless carriers, for a time period that meets or exceeds eight or more
hours during a continuous 24-hour period as stated in Rule 2304(b)(IV),
Total Call will extend that subscriber’s service for the 30-day period in
which the interruption occurred day for day for a period of time equal to
the loss of service for any minutes remaining at the end of the 30-day
period on its LBUS plans and any additional minutes included as part of
Total Call’s LBUS plan.

Record Keeping and Reports
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Total Call shall keep records regarding outages that it has knowledge of as
described in Rule 2187(H)(IN(C). Total Call shall inform subscribers of
the potential of future service unavailability when Total Call is
experiencing or is forecasting potential service unavailability in specific
areas for purposes other than outages due to routine maintenance.
Services are generally available twenty-four (24) hours per day, seven (7)
days per week. Total Call will make reasonable arrangements to resolve
emergencies resulting from failures of service, unusual and prolonged
increases in traffic, illness of personnel, fire, storm or other acts of God,
and inform its employees as to procedures to be followed in the event of
such emergencies in order to prevent or minimize interruptions or
impairment of telecommunications service. Reports including the detailed
information described in Rule 2187(H)Y(IDNC) shall be filed with the
Commission as part of Total Call’s ETC annual report, as required by
Rule 2187(£(ID)(C).

ADVERTISING.

Total Call shall submit annual reports describing advertising materials in use in
Colorado to the Commission Staff and OCC as described and required by Rule
2187(H(ID(D).

NETWORK REQUIREMENTS.

Intra-LATA Interexchange Toll Dialing Pattern. Total Call will comply with all
NANP dialing pattern requirements.

REPORTING REQUIREMENTS.

Total Call shali file the following reports with the Commission:

1.

Copies of all Lifeline-related filings submitted to Federal Communications
Commission (FCC) or Universal Service Administrator Company
(USAC). Total Call shall file copies of all Lifeline-related FCC forms
submitted to the FCC or USAC, including Form 497, with the
Commission promptly after those filings occur at the FCC or USAC.

Annual ETC Certification. Total Call will file an annual certification that
it is able to function in emergency situations, is complying with applicable
service quality standards and the consumer protection rules, e.g., the CTIA
consumer code for wireless service. This certification shall be filed with
Total Call’s annual report as required by Rule 2187(f)(II)(D) and (E).

Quarterly Report. Total Call shall submit a quarterly report to the
Commission, on a confidential basis, that will include subscriber-specific
data, including subscriber name, address, and zip code, for:

4
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Lifeline subscribers receiving two or more Lifeline subsidies per
household in that same month from Total Call,

New Lifeline subscribers enrolled in Total Call’s Lifeline service,

Lifeline subscribers removed from Lifeline service due to non-
usage, and

Lifeline subscribers removed from Lifeline service due to
ineligibility through the annual re-certification process.

K. LIFELINE NON-USAGE POLICY AND INELIGIBILITY NOTICE.

1.

Total Call will identify Lifeline subscribers who have not used Total
Call’s Lifeline service for 60 consecutive days in accordance with Total
Call’s FCC Compliance Plan (p. 19-20) and will de-enroll such
subscribers from Lifeline service, deactivate such accounts and cease to

claim Lifeline reimbursement for such subscribers. Non-usage is
determined as follows:

a,

After 60 consecutive days of non-use, Total Call contacts the
subscriber, either by phone, text, email, or written notification,
asking the subscriber to provide confirmation that the subscriber
wishes to retain his or her Lifeline service within 30 days from the
date of the notice. Subscribers are informed that failure to provide
such confirmation will result in de-enrollment from the Lifeline
program.

If the subscriber does not respond to the notice as provided above,
the subscriber is de-enrolled from the Lifeline program and Total
Call does not request further Lifeline reimbursement for the
subscriber from USAC or any state Universal Service Fund
Administrator. Total Call will report annually to the Federal
Communications Commission the number of subscribers de-
enrolled for non-usage by month.

During the entire 60 day period, Total Call’s Lifeline subscriber’s
service remains active and is not suspended. In the event the
subscriber’s service is deactivated for non-usage as described
above, access to 911 emergency services remains intact as required
by the FCC’s existing public safety rules and guidelines.

Lifeline subscribers can “use” the service by: (1) completing an
outbound call; (2) purchasing minutes from Total Call to add to the
subscriber’s plan; (3) answering an incoming call from a party
other than Total Call; or (4) responding to a direct contact from

5
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Total Call confirming that the subscriber wants to continue
receiving the service.

The subscriber shall be notified in writing of Total Call’s intention to
discontinue Lifeline services due to the Lifeline subscriber no longer
meeting the qualification criteria upon notification from CDHS. Any
notice shall clearly state that the subscriber contact CDHS registration
system to verify eligibility.  Total Call will not seek Lifeline
reimbursement from USAC upon notice from CDHS that the subscriber is
no longer eligible unless the subscriber confirms eligibility with CDHS.

CTIA CODE OF CONDUCT.

Total Call shall comply with the principles, disclosures, and practices for wireless
service provided to consumers in the Cellular Telecommunications and Internet
Association’s (CTIA) Consumer Code for Wireless Service. Such Code can be
found at: http://files.ctia.org/pdf/The_Code.pdf.

SUBSCRIBER ELIGIBILITY.

1.

Subscriber eligibility shall be established pursuant to a CDHS certification
process and as modified by the Colorado General Assembly. Upon initial
application for Total Call’s Lifeline service, the subscriber must certify by
his or her signature under penalty of perjury that he or she will receive
Lifeline supported services only from Total Call and, to the best of his/her
knowledge, no one else in histher household is receiving Lifeline-
supported service.

a. Total Call shall require each eligible Lifeline consumer to self-
certify under penalty of perjury at the time of enrollment and
annually thereafter that his or her household will receive only one
Lifeline service and, to the best of his or her knowledge, the
subscriber’s household is not already receiving a Lifeline service;

b. Total Call shall require each eligible Lifeline consumer at the time
of application to initial on the certification form that to the best of
his or her knowledge that he or she is not receiving Lifeline-
supported service from any other Lifeline provider and to ensure
the consumer understands that “Lifeline-supported service” is a
federal subsidy and that willfully making false statements to obtain
the benefit can result in fines, imprisonment, de-enroliment or
being barred from the program;

c. Lifeline service is a non-transferable benefit and the Lifeline
subscriber may not transfer his or her benefit to any other person;
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d. If the Lifeline subscriber moves to a new address, he or she will
provide that new address to Total Call within 30 days;

e. If the Lifeline subscriber provided a temporary residential address
to Total Call, he or she will be required to verify his or her
temporary residential address every 90 days;' and,

f. The Lifeline subscriber will notify Total Call within 30 days if he
or she is no longer eligible for receiving Lifeline benefits; the
subscriber is receiving more than one Lifeline benefit, or another
member of the subscriber’s household is receiving a Lifeline
benefit.

2. Total Call shall file a copy of state-specific subscriber data, including
name and address of Lifeline subscribers, to USAC, upon request, and to
this Commission for the purpose of determining whether an existing
Lifeline subscriber receives Lifeline service from another carrier.

3. Total Call shall immediately investigate any notification from the
Commission, CDHS or USAC regarding any Lifeline subscriber receiving
duplicate subsidy from another carrier or from Total Call. If it is
determined that the Lifeline subscriber is receiving a duplicate subsidy,
Total Call will work with the other carrier(s) to notify the subscriber of the
duplicate accounts and work with the subscriber to choose only one
provider of Lifeline service. Total Call shall also abide by any rules of the
FCC and work with USAC and the Commission Staff to rectify any
duplicate accounts. In the event the subscriber selects a carrier other than
Total Call to provide Lifeline service, Total Call shall promptly remove
the subscriber’s Lifeline service and remove the subscriber from any
USAC reimbursement.

4. Total Call shall deal directly with the subscriber and CDHS to certify and
verify the subscriber’s Lifeline eligibility on an annual basis.

5. Total Call shall explain in prominent, plain, easily comprehensible
language to all new and potential subscribers that no consumer is
permitted to receive more than one Lifeline subsidy.

6. Total Call shall ensure that all marketing materials for the service make
clear that it is a Lifeline-supported service.

7. Total Call shall promptly de-enroll any subscriber whom Total Call
determines is no longer eligible for Lifeline service or when Total Call is
notified by CDHS that the subscriber is no longer eligible for Lifeline

! Total Call will comply with the temporary address rule if and when it becomes effective; as of the date of this
Stipulation, this requirement has not been approved pursuant to the Paperwork Reduction Act.

7
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service. Total Call shall promptly remove a subscriber’s Lifeline service
and remove the subscriber from any USAC reimbursement.

911 CALLING.

1. Total Call shall provide access to 911 service. If service is disconnected
or minutes are depleted, subscribers may still make 911 calls and calls to
the subscriber service department number (611).

2. Total Call shall remit the appropriate wireless E911 charges in accordance
with the Stipulation and Settlement and C.R.S. § 29-11-102.5(3) and
provide a copy to the Commission Staff of the amount remitted at the time
the payment is made. Parties agree that Total Call will separately identify
the imputed amount of E911 charge on free minutes and the amount
remitted on retail transactions.

SUBSCRIBER SERVICE ACCESS.

Subscribers will be provided a toll-free method to access Total Call’ subscriber
service department, available at a minimum from 8am - 5pm CST Monday
through Friday by dialing #611 from a Total Call handset, and online at
(www.totalcallmobile.com).  Subscribers may obtain directory assistance by
dialing 411 from a Total Call handset (use of directory assistance, however, will
incur usage of available minutes).

LIMITATIONS OF LIABILITY.

Because Total Call has no control of the content of communications transmitted
over its network, and because of the possibility of errors incident to the provision
and use of its services, services furnished by Total Call are subject to the terms,
conditions and limitations specified herein and in Total Call’ Terms and
Conditions of Service available at (www.totalcallmobile.com).

SUBSCRIBER DISCONNECTION.

1. Total Call shall not deny or discontinue service to a subscriber without
prior written notice of at least 15 days (“written notice” or “in writing” as
used in this Section shall mean a message sent to the subscriber as a SMS
or “text” message or in letter form printed in English and Spanish per 4
CCR 723-2- 2303(d)(11)) except for the following reasons:

a. If a condition immediately dangerous or hazardous to life, physical
safety, or property exists; or

b. Upon order by any court, the Commission, or any other duly
authorized public authority; or

8
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c. For a violation of Total Call’s terms and conditions or Commission
rule that may adversely affect the safety of any person or the
integrity of Total Call’s service; or

d. If service was obtained fraudulently or without the authorization of
the provider or is being used for, or suspected of being used for,
fraudulent purposes; or

e. Obtaining service by subterfuge that includes, but is not restricted
to, an application for service at a location in the name of another

party.

If Total Call disconnects service to a Lifeline subscriber for any reasons
stated above, Total Call will immediately cease seeking reimbursement
from the Lifeline universal service fund for that subscriber.
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e PUBLIC NOTICE

Federal Communications Commission News Media Information 202 { 418-0500
445 42% St., S.W. intemnett http:fwww.fcc.gov
Washington, D.C. 20554 TTY: 1-888-635-5322

DA 12-828

Release Date: May 25, 2012

WIRELINE COMPETITION BUREAU APPROVES THE COMPLIANCE PLANS OF
AMERICAN BROADBAND & TELECOMMUNICATIONS, BUDGET PREPAY, CONSUMER
CELLULAR, GLOBAL CONNECTION, TERRACOM AND TOTAL CALL

WC Docket Nos, 09-197 and 11-42

The Wireline Competition Bureau (Bureau) approves compliance plans of six
iclecommunications carriers; American Broadband & Telecommunications; Budget Prepay, Inc.;
Consumer Celiular, Inc.; Global Connection, Inc. of Ameriea; TerraCom, [ic.: and Total Call Mobile,
Inc. filed pursuant to the Lifeline Reform Order as a condition of obtaining forbearance from the facilities

requirement of the Communications Act of 1934, as amended (the Act), for the provision of Lifeline
- i
Service.

The Act provides that in order to be designated as an eligible telecommunications carrier for the
purpose of wniversal service support, a carrier must “offer the services that are supported by Federal
universal service support mechanisms . . . either using its own facilities or a combination of its own
facilities and resale of another carrier’s setvices . . . ™ The Commission recently amended its rules to
define voice telephony as the supported service and removed directory assistance and operator services,
among other things, from the list of supported services.” As a result of these amendments, many Lifeline-
only ETCs that previousty met the facilities requirement by relying on operator services, directory
assistance or other previously supported services no longer meet the facilities requirement of the Act.” In
the Lifeline Reform Order, the Commission found (hat a grant of blanket forbearance of the facilities

" See Lifeline and Link Up Reform and Modernization et al, WC Docket No.11-42 ¢/ al., Report and Order and
Further Notice of Proposed Rulemaking, FCC 12-11, at paras. 179-380 (rel. Feb. 6, 2012) (Lifeline Reform Order).

A list of the compliance plans approved through this Public Nolice can be found in the Appendix to this Public
Natice.

47 U.8.C. § 2141 XA).

3 See Comiect America Fund, WC Docket No. 10-90 ef al., Report and Order and Further Notice of Proposed
Rulemaking, 26 FCC Red 17663, 17692-93, paras. 77-78, 80 (201 1) (USFACC Transformation Order); pets. for
review pending sub nom. In re: FCC 1-161, No. 119900 (10th Cir. filed Dec. 8, 2011}, Connect America Fiund,
W Docket No. 10-90 er al., Order on Reconsideration, 26 FCC Red 17633, 17634-35, para. 4 (2011) (USFACC
Transformarion Order on Reconsideration).

* See Lifeline Reform Order, FCC 12-11, ot para. 366, App. A: USF/ICC Trangformation Order an Reconsideration
at para. 4. Some ETCs have included language in their compliance plans indicating that they have facilities or plan
to acquire facilitics in the future. See, e.g.. Budget PrePay, Inc. Petition for Designation as an Eligible
Telecommunications Carrier, WC Daocket Nos. 09-197 and 1142, Compliance Plan of Budget PrePay, Inc. at3 n. 6
(filed May 1. 2012). To the extent ETCs seek to avail themselves of the conditional forbearance relief established in
the Lifeline Refirm Order, we presunie they lack facilities to provide the supported service under section 54,101 and
54,401 of the Commission's rules. See 47 C.F.R. §§ 54.101 and 54.40(. Such ETCs must comply with the
compliance plan approved herein in cach state or ferritory where they are designated as an ETC, regardless of their
claim of facilitics for other purposes, such as eligibility for state universal service funding.
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requiremtent, subject to certain public safety and compliance obligations, is appropriate for carriers
seeking to provide Lifeline-only service.” Therefore, in the Lifeline Reform Order, the Commission
conditionally granted forbearance from the Act’s facilities requirement to all telecommunications carriers
seeking Lifeline-only ETC designation, subject to the following conditions: (1} compliance with certain
911 and enhanced 911 (E911) public safety requiremnents; and (2} Bureau approval of a compliance plan
providing specific information regarding the carrier and its service offerings and outlining the measures
the carrier will take to implement the obligations contained in the Order®

The Bureau has reviewed the compliance plans listed in the Appendix for conformance with the
Lifeline Reform Order, and now approves those six compliance plans.’

Filings, including the Compliance Plans identified in the Appendix, and comments are available
for public inspection and copying during regular business hours at the FCC Reference Information
Center, Portals 11, 445 12" Street, S.W.., Room CY-A257, Washington, D.C. 20554. They may also be
purchased from the Commission’s duplicating contractor, Best Copy and Printing, Inc., Portals 11, 445
12" Street, $.W., Room CY-B402. Washington, D.C. 20554, telephone: (202) 488-5300, fax: (202) 448-
5563, or via email www.bepiweb.com.

People with Disabilities: To request materials in accessible formats for people with disabilities
(Braille, large print, electronic files, andio format), send an email to fee504@fce.gov or call the
Consumer & Governmental Aftairs Bureau at (202) 418-7400 or TTY (202) 418-0484,

For further information, please contact Divya Shenoy, Telecommunications Access Policy
Division, Wireline Competition Bureau at (202) 418-7400 or TTY (202) 418-0484.

- FCC -

? See Lifeline Reform Order, FCC 12-11 at paras. 368-381.

& See id at paras. 373 and 389. Subsequently, the Bureau provided guidance for carriers submitting compliance
plans pursvant to the Lifeline Reform Order. Wireline Competition Burean Provides Guidance for the Submission of
Conipliance Plans Pursuant to the Lifeline Reform Order, WC Dockel Nos. 09-197 and 11-42, Public Notice, 27
FCC Red 2186 (Wircline Comp. Bur, 2012).

7 The Commission has not acted on any pending ETC petitions filed by these carriers, and this Public Notice only
approves the compliance plans of the carriers listed above. While these compliance plans contain information on
cach carrier’s Lifeline offering, we leave it to the designating authority to determine whether or not the carrier’s

Lifeline offerings are sufficient to serve consumers. See Lifefine Reform Order, FCC 12-11 at paras. 50 and 387.
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Appendix
Petitioner Compliance Plans | Date of Filing Doclket
As Captioned by Numbers
Petitioner
American Broadband & Telecommunications American Aprl 27,2002 | 09-197; 1142
Broadband &

Telecommunications
Revised Compliance
Plan

Budget PrePay, Inc.

Compliance Plan of
Budget PrePay, Ine.

May 1, 2012

09-197; 11-42

Consumer Cellular, Inc.

Consumer Cellular
Amended Revised
Compliance Plan

April 18, 2012

09-197; 1142

Global Connection, Inc. of America

Global Connection
Inc. of America
Compliance Plan

April 30, 2012

09-197; 11-42

TerraCoin, Inc.

TerraCom, Inc.
Second Revised
Blanket Forbearance
Compliance Plan

May 1, 2012

09-197; 11-42

Total Call Mobile, Ine.

Total Call, Inc.
Revised Compliance
Plan

May 17, 2012

09-197; 11-42
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A LUAITED LIABILITY PARTHERSHIP

WASHINGTON HARBQUR, SUITE 400

NEW YORK., NY FACSIMILE
LO% ANGELES, CA 3060 K STREET, NW (202} 342-845
CHIGCAGO . L WASH!NGTON, D.C. 20007-5108 www.Kelleydrye. cam

STAMFCRLD. CT

PARSIPPANY, NJ
(202) 342-8400

STEVEN A. AUGUSTINQ

BRUSSELS, BELGIUM

DIRECT LINE: (202) 342-8612

EMAIL" saugusiino@kelloydrye.com
AFFILIATE OFFICES

MUMBAI, INDIA

May 14, 2012

By ECFS

Ms. Marlene H. Dortch

Secretary

Federal Communications Comrnission
445 12" Street, SW

Washington, D.C. 20554

Re:  Total Call Mobile, Inc., WC Docket Nos, 09-197 and 11-42

Dear Secretary Dortch:

On March 16, 2012, Total Call Mobile, Inc. (“TCM™), by its attorneys, submitted
a Compliance Plan to the Federal Communications Commission (“Commission” or “FCC*} in
accordance with the Commission’s February 6, 2012 Lifeline and Link Up Reform and
Modernization et al. Report and Order. Attached to the Compliance Plan, as Exhibit B, was a
sample of TCM’s Application Form (“Form”) for its Lifeline services.

TCM has continued to refine its plans for providing Lifeline services. In addition,
through discussions of its Compliance Plan with Commission staff, TCM has identified
additional revisions which will help clarify its compliance with the requirements in the Lifeline
Reform Order. Accordingly, TCM hereby submits a revised Compliance Plan demonstrating its
compliance with applicable FCC Lifeline rules. This plan supplements, restates and replaces the
Compliance Plan submitted on March 16, 2012.

For the staff’s convenience, TCM describes the principal changes (o the plan
below. The Revised Compliance Plan:

) Clarifies the procedures used by TCM personnel to verify Lifeline
service applicant eligibility (see pp. 5-7);

. Provides further explanation of the technical and financial
capabilities of TCM, of its parent, Total Call International, Inc.,

DCOV/SMITT/477461.2
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Ms. Marlene H. Dortch
May 14, 2012
Page 2

and of the majority owner of TCI, KDDI of America (see pp. 21-
23 and Exh. A);

. Inserts Exhibits A and B and re-labels the remaining exhibits
accordingly;

. Revises the Model Application Form (now Exhibit D) to clarify
eligibility for large households under income-based eligibility, to
add a check-box for applicants residing at an address occupied by
mutltiple households, and to amend and clarify customer
certifications;

. Adds a copy of an internal verification form that will be used by
TCM to record the type of documentation used to verify customer
eligibility (see Exhibit B),

. Makes minor clarifications throughout (see pp. 1, 6-7, 14, 18, 22-
23)

In addition, on February 29, 2012, the Wireline Competition Bureau provided
guidance on the compliance plans that must be submitted to the Bureau by carriers seeking to
avail themselves of the Commission’s conditional grant of forbearance in the Lifeline Reform
Order. The guidance summarized the elements that non-facilities based Lifeline-only ETCs
must include within their compliance plans. For ease of review, Total Call Mobile also attaches
to this letter an index identifying the sections in its Compliance Plan that address each of the
items listed in the Bureau Public Notice. This index follows the organization of the Public
Notice, at page 3.

TCM requests that the Commission expeditiously approve this Compliance Plan
in order to permit it to begin serving Lifeline customers on a non-facilities basis in its ETC states
as soon as possible.

Wireline Competition Bureau Provides Guidance for the Submission of Compliance
Plans Pursuant to the Lifeline Reform Order, WC Docket Nos. 09-197, 11-42, DA 12-314
(rel. Feb, 29, 2012).

DCOLSMITINAT74061.2
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Ms. Marlene H. Dortch
May 14,2012
Page 3
Please contact the undersigned at (202) 342-8612 if you have any questions.
Respectlully submitted,
Steven A. Augustixé?él

Counsel to Total Call Mobile, Inc.

Attachments

ce: Garnet Hanly, FCC (via e-mail)
Divya S. Shenoy, FCC (via e-mail)
Charles Tyler, FCC (via e-mail)
Best Copy and Printing, Inc. (via e-mail)

DCOLSMITD/AT7461.2
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Compliance Plan Index

By Public Notice dated February 29, 2012,' the Wireline Competition Bureau provided guidance
on the compliance plans that must be submitted to the Bureau by carriers secking to avail
themselves of the Commission’s conditional grant of forbearance in the Lifeline Reform Order.
The guidance summarized the elements that non-facilities based Lifeline-only ETCs must
include within their compliance plans. For ease of review, Total Call Mobile hereby provides an
index identifying the sections in its Compliance Plan that address each of the items listed in the

Bureau Public Notice. This index follows the organization of the Public Notice, at page 3.

1. Information about the carrier and the Lifeline plans it intends to offer

Requirement

Page number in Compliance Plan

(a} names and identifiers used by the carrier, its
holding company and affiliates

Inl

(b) detailed information demonstrating that the
carrier is financially and technically capable of
providing the supported Lifeline service in
compliance with the Commission’s rules

pp. 21-23

(c) detailed information, including geographic
locations, of the carrier’s current service offerings
if the carrier currently offers service

p. 22 (non-Lifeline services)

(d) the terms and conditions of each Lifeline
service plan offering, including rates, the number
of minutes provided, and additional charges, if any,
for toll calls

pp. 21, 23-24, Exhibits E-G.

(e) all other certifications required under newly pp. 23-24
amended section 54.202 of the Commission’s rules
2. Compliance with subscriber eligibility rules

Requirement

Page number in Compliance Plan

all of the consumer eligibility, consumer
enrollment, and re-certification procedures, as
required by Section VI and Appendix C of the
Lifeline Reform Order

pp- 4-13 (initial enroliment)

pp. 13-14 (verification/re-certification)
pp. 14-15 (non-usage policy)

pp. 16-17 (one per household rule)

a copy of the carrier’s certification form

Exhibit D

(rel. Feb. 29, 2012).

DCOI/AUGUS/477414.1

Wireline Competition Bureau Provides Guidance for the Submission of Compliance
Plans Pursuant to the Lifeline Reform Order, WC Docket Nos. 09-197, 11-42, DA 12-314
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3. Compliance with 911/E911 rules

Requirement Page number in Compliance Plan
A detailed explanation of how the carrier will pp. 3-4

comply with the forbearance conditions relating to
public safety and 911/E911 access

4. Compliance with marketing and disclosure rules

Requirement Page number in Compliance Plan
A detailed explanation of how the carrier will pp. 17-18

comply with the Commission’s marketing and Exhibit D (certification form)
disclosure requirements for participation in the Exhibit E (sample brochure)
Lifeline program

5. Compliance with waste, fraud and abuse protections

Requirement Page number in Compliance Plan
A detailed explanation of the carrier’s procedures | pp. 4-13 (initial enrollment)

and efforts to prevent waste, fraud and abuse in pp. 15-18 (additional protections)
connection with Lifeline funds

procedures the carrier has in place to prevent pp. 15-17

duplicate Lifeline subsidies within its own
subscriber base

procedures the carrier undertakes to de-enroll pp. 16-17. See also, application and
subscribers receiving more than one Lifeline certification forms (#2, above) and
subsidy per household marketing methods (#4, above)

information regarding the carrier’s toll {imitation not applicable (see p. 24)
service, if applicable
information regarding the carrier’s non-usage pp. 14-15
policy, if applicable

DCOI/AUGUS/4TT7414.1
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washingion, D.C. 20554

In the Matter of

Telecommunications Carrier Eligibility to Receive WC Docket No. 09-197

Universal Service Support
Lifeline and LinkUp Reform and Modernization WC Docket No. 11-42

Total Call Mobile, Inc. (Compliance Plan)

T e i

TOTAL CALL MOBILE, INC.’S REVISED COMPLIANCE PLAN

Steven A. Augustino

Denise N, Smith

Kelley Drye & Warren, LLP
3050 K Street, NW

Suite 400

Washington, D.C. 20007
(202) 342-8400

Counsel to Total Call Mobile, Inc.

May 14, 2012
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TABLE OF CONTENTS
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

Telecommunications Carrier Eligibility to Receive
Universal Service Support WC Docket No. 09-197
WC Docket No. 11-42

Lifeline and LinkUp Reform and Modernization

Total Call Mobile, Inc. (Compliance Plan)

Feer?’ S’ N M N N N N N

TOTAL CALL MOBILE, INC.’S REVISED COMPLIANCE PLAN
On May 25, 2011, Total Call Mobile, Inc. (“TCM” or “Company”)1 fileda
Petition for Forbearance (“Petition”) requesting the Commission forbear from enforcement of
section 214(e)(1)(A) of the Communications Act of 1934, as amended, 47 U.S.C. § 214(e){1)(A),
which requires eligible telecommunications carriers (“ETCs”) to use their own facilities to
provide services supported by the Universal Service Fund (“USF™).
On February 6, 2012, the Federal Communications Commission (“FCC” or

“Commission”) granted TCM’s Petition for Forbearance, conditioned on fulfillment of the

The Company hereby also reports its corporate and trade names, along with its holding
company, operating companies and affiliates as follows: Total Call International is the
parent of Total Call Mobile; KDDI of America is the majority owner of Total Call
International; Locus Telecommunications and KDDI Global are affiliates of Total Call
International. A copy of KDDI Corporation’s “Financial Statements Summary for the
Year ended March 31, 2012 [Japan GAAP]” and biographies for all of the Executive
Board Directors showing KDDI’s technical and financial capabilities is attached hereto as
Exhibit A.

11 of 130.
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obligations detailed in the Lifeline Reform Order,? which also required each carrier to submit to
the Commission for approval a Compliance Plan outlining the measures it will take to implement
the conditions imposed by the Commission in its Lifeline Reform Order.

The Company will comply fully with all conditions set forth in the Lifeline
Reform Order, as well as with the Commission’s Lifeline rules and policies more generally.’
Company will comply with 911 requirements as described below in its Compliance Plan.
Company also will implement the foregoing objectives and the other objectives described in the
Lifeline Reform Order. Specifically, this Compliance Plan: (1) describes the specific measures
that the Company will take to implement the obligations contained in the Lifeline Reform Order,
including the procedures the Company follows in enrolling a subscriber in Lifeline and
submitting for reimbursement for that subscriber from the Fund; (2) describes the materials
related to initial and ongoing certifications and the sample marketing materials; and (3) provides
a detailed description of how the Company offers Lifeline services, the geographic areas in
which it offers services, and a detailed description of the Company’s Lifeline service plan

offerings.

z See Lifeline and Link Up Reform and Modernization, Lifeline and Link Up, Federal-State
Joint Board on Universal Service, Advancing Broadband Availability Through Digital
Literacy Training, WC Docket No. 11-42, WC Docket No. 03-109, CC Docket No. 96-
45, WC Docket No. 12-23, Report And Order and Further Notice of Proposed
Rulemaking, FCC 12-11, 19 521, 523 (Feb. 6, 2012) (“Lifeline Reform Qrder™). TCM
herein submits the information required by the Compliance Plan Public Notice. See
Wireline Competition Bureau Provides Guidance for the Submission of Compliance
Plans Pursuant to the Lifeline Reform Order, WC Docket Nos. 09-197, 11-42, Public
Notice, DA 12-314 (rel. Feb. 29, 2012).

In addition, this Compliance Plan is consistent with the compliance plan filed by Cricket
Comrmunications, Inc. See Notice of Ex Parfe Communication of Cricket
Communications, Inc., WC Docket No. 09-197 (Sept. 23, 2011) (“Cricket Compliance
Plan™). The Wireline Competition Bureau approved the Cricket Compliance Plan on
February 7, 2012. See Telecommunications Carriers Eligible for Universal Service
Support, Cricket Communications, Inc. Petition for Forbearance, WC Docket No. 09-
197, Order, DA 12-158 (Feb. 7, 2012).

DCO/SMITD/4727119. 7
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L TOTAL CALL MOBILE’S COMPLIANCE PLAN

A. Total Call Mobile’s Access to 911 and E911 Services

Pursuant to the Lifeline Reform Order, forbearance is conditioned upon Company
(1) providing its Lifeline subscribers with 911 and E911 access, regardless of activation status
and availability of minutes; and (2) providing its Lifeline subscribers with E911-compliant
handsets and replacing, at no additional charge to the subscriber, noncompliant handsets of
Lifeline-eligible subscribers who obtain Lifeline-supported services." Company will comply
with these conditions upon initiation of its Lifeline service.

Company will provide its Lifeline customers with access to 911 and E911
services immediately upon activation of service. The Commission and consumers are hereby
assured that all Company customers will have available access to emergency calling services at
the time that the handset is activated, and that such 911 and E911 access will be available from
Company handsets, even if the account associated with the handset has no minutes remaining.

The Company’s existing practices currently provide access to 911 and E911
services for all customers. Company uses Sprint as its underlying network provider/carrier.
Sprint routes 911 calls from Company’s customers in the same manner as 911 calls from Sprint’s
own retail customers. To the extent that Sprint is certified in a given PSAP territory, this 911
capability will function the same for Company. Company (via Sprint) also currently enables 911
emergency calling services for all properly activated handsets regardless of whether the account
associated with the handset is active, suspended or terminated. Finally, the Company (via
Sprint) transmits all 911 calls initiated from any of its handsets even if the account associated

with the handset has no remaining minutes.

4 See Lifeline Reform Order, § 373.
DCOI/SMITD/AT2719, 7

13 of 130.



14 of 130.

Appendix A, Page 54 of 171

Company will ensure that all handsets used in connection with the Lifeline service
offering are E911-compliant. In point of fact, Company’s phones have always been and will
continue to be 911 and E911-compliant. Company uses phones that have been through a
stringent certification process with Sprint, which, among other things, ensures that the handset
models used meet all 911 and E911 requirements. As a result, any customer that qualifies for
and elects Lifeline service will already have a 911/E911-compliant handset, which will be
confirmed at the time of enroliment in the Lifeline program. Any new customer that qualifies for
and enrolls in the Lifeline program is assured of receiving a 911/E911-compliant handset as well,
free of charge.

B. Procedures To Enroll A Subscriber in Lifeline

1. Policy

The Company will comply with the uniform eligibility criteria established in new
section 54.409 of the Commission’s rules (when it becomes effective on June 1, 2012), as well as
any additional certification and verification requirements for Lifeline eligibility in states where
the Company is designated as an ETC. In states where there are no state-imposed requirements,
the Company will comply with the certification and verification procedures in effect in that state
as reflected on the website of the Universal Service Administration Company (“USAC™).” For
any states that do not have established rules of procedure in place, the Company will comply
with the certification and verification procedures in effect in that state as reflected in the Lifeline
Reform Order and the rules.

All subscribers will be required to demonstrate eligibility based at least on: (1)

household income at or below 135% of the Federal Poverty Guidelines for a household of that

> See Cricket Compliance Plan at 3.

DCGI/SMITD/472719. 7
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size; or (2) the household’s participation in one of the federal assistance programs listed in new
section 54.409(a)(2) and 54.409(a)(3)} of the Commission’s rules. In addition, through the
certification requirements described below, Company will confirm that the subscriber is not
already receiving a Lifeline service and no one else in the subscriber’s household is subscribed to
a Lifeline service.

2. Eligibility Determination

If Company cannot determine a prospective subscriber’s eligibility for Lifeline by
accessing income databases or program eligibility databases, Company’s employees or agents
(“Company personnel”) will review documentation establishing eligibility pursuant to the
Lifeline rules.® All personnel who interact with actual or prospective customers will be trained
to assist Lifeline applicants in determining whether they are eligible to participate based on the
federal and state-specific income-based and/or program-based criteria. These personnel will be
trained to answer questions about Lifeline eligibility, and will review required documentation to
determine whether it satisfies the Lifeline Reform Order and state-specific eligibility
requirements using state-specific checklists.

Proof of Eligibility. Company personnel will be trained on acceptable

docamentation required to establish income-based and program-based cligibility.® Acceptable
documentation of program eligibility includes: (1) the current or prior year’s statement of
benefits from a qualifying state or federal program; (2) a notice letter of participation in a
qualifying state or federal program; (3) program participation documents {e.g., the consumer’s

Supplemental Nutrition Assistance Program (SNAFP) electronic benefit transfer card or Medicaid

6 See Lifeline Reform Order, § 100; 47 C.F.R. §§ 54.410(b)(1)G)(B), 54.410(c) DH(D(B);
Cricket Compliance Plan at 4.

! See Cricket Compliance Plan at 6.

8 See Lifeline Reform Order, § 101.
DCOLSMITD/AT2119. 7
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participation card (or copy thereof)); or (4) another official document evidencing the consumer’s
participation in a qualifying state or federal program.’

Acceptable documentation of income eligibility includes the prior year’s state or
federal tax return, current income statement from an employer or paycheck stub, a Social
Security statement of benefits, a Veterans Administration statement of benefits, a
retirement/pension statement of benefits, an Unemployment/Workmen's Compensation statement
of benefits, federal notice letter of participation in General Assistance, or a divorce decree, child
support award, or other official document containing income information for at least three
months time.'?

Company personnel will examine supporting documentation for each Lifeline
applicant, and will record the type of documentation used to satisfy the income- or program-
based criteria.'’ As specified in FCC rules, the Company will not retain a copy of the
documentation reviewed.'> However, for audit and recordkeeping purposes, the Company will
record eligibility verification information on a separate form. This “Company-only” form will
be completed by Total Call Mobile personnel, who will be trained to complete the form,
indicating what proof of eligibility was reviewed, and retain the form for each applicant
determined to be eligible for service. The separate form is attached hereto as Exhibit B.

Where the Company personnel conclude that proffered documentation is

insufficient to establish such eligibility, the Company will deny the associated application and

? Id. and 47 C.F.R. § 54.410(c)(1)(Q)}(B).

10 See Lifeline Reform Order, §101; 47 C.F.R. § 54.410.(b)(1)(I)}B).

” See Lifeline Reform Order, J101; 47 C.E.R. §§ 54.410(b)(1)(iii), 54.410(c)(1)(iii).
12 See Lifeline Reform Order, 1101; 47 C.F.R. §8 54.410(b)(1)(i1), 54.410(c)(1)(ii).
DCOL/SMITD/A72719. 7



17 of 130.

Appendix A, Page 57 of 171

inform the applicant of the reason for such rejection.” In the event that Company personnel
cannot ascertain whether documentation of a specific type is sufficient to establish an applicant’s
eligibility, the matter will be escalated to supervisory personnral.]4 In addition, as described in
Section 1.B.3, below, subscribers will complete certification forms that, among other things,
demonstrate the subscriber’s eligibility to receive Lifeline support.

De-Enrollment for Ineligibility. If Company has a reasonable basis to believe that

one of its Lifeline subscribers no longer meets the eligibility criteria, Company will notify the
subscriber of impending termination in writing and in compliance with any applicable state
dispute resolution procedures applicable to Lifeline termination, and give the subscriber 30 days
to demonstrate continued eligibility.'* A demonstration of eligibility must comply with the
annual verification procedures below and found in new rule section 54.410(f), including the
submission of a certification form.

3, Subscriber Certifications for Enrollment

The Company will implement certification policies and procedures that enable
consumers to demonstrate their eligibility for Lifeline assistance to Company personnel as
detailed in the Lifeline Reform Order, together with any additional state certification
requirements.'® The Company shares the Commission’s concern about abuse of the Lifeline

prograin and is thus committed to the safeguards stated herein, with the belief that these

See Cricket Compliance Plan at 6.
See Cricket Compliance Plan at 6.
3 See Lifeline Reform Order, § 143; 47 CER. § 54.405(e)(1).

16 Lifeline Reform Order, 9 61; 47 C.F R. § 54.410(a).
DCO1/SMITD/472719. 7
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procedures will prevent the Company’s customers from engaging in such abuse of the program,
inadvertently or intentionally."’

TCM will implement certification procedures that require consumers to
demonstrate their eligibility for Lifeline assistance. Customers will be able to sign up for
Lifeline assistance by contacting TCM via telephone, facsimile, or the internet. Company
personnel will verbally explain the eligibility criteria to consumers when they are enrolling in
person or over the phone.'® At the point of sale, consumers will be provided with printed
information describing TCM’s Lifeline program in detail, including federal and state specific
cligibility requirements, and instructions for enrolling, a description of the one-per-household
rule and a copy of USAC’s printed material describing the one-per-household rule.”® These
materials (like all Lifeline marketing materials) also will clearly identify supported plans as
“Lifeline” plans, consistent with TCM’s current practice and policies. Consumers will be
directed to a toll-free telephone number and to TCM's website, which will contain a link to
information regarding the Company’s Lifeline service plan, including a detailed description of
the program, rates, and federal and state-specific eligibility criteria.

TCM will have direct contact with all customers applying for participation in the
Lifeline program either by mail or by phone and all marketing materials will include TCM’s
customer service number. Retailers and distributors will be able to assist customers in
completing applications but will provide TCM’s customer service number for further questions

and assistance. Retailers or customers will then directly send the applications and supporting

1 See Cricket Compliance Plan at 3.

18 See Lifeline Reform Order, | 123.
19 See Lifeline Reform Order, §79.
DCOL/SMITDI472719. 7
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documents to TCM. Retailers will not retain any copies of the customer application or
supporting documentation, and company personnel will review and process all applications.

4. Call Center Procedures

Consumers will be directed to call a toll-free number to complete an application
over the phone. The application will then be mailed to the customer for signature under penalty
of perjury and for the submission of supporting documentation. The signed application and
support documentation must be mailed to the address provided by the Company {or, if available
to the consumer, returned by facsimile or electronic transmission). Processing of consumers’
applications, including review of all application forms and relevant documentation will be
performed under TCM's supervision by managers thoroughly trained in the requirements of the
Lifeline program. TCM will ensure that all required documentation is taken care of properly by
using federal and state-specific compliance checklists.

TCM will emphasize the “one Lifeline phone per household” restriction during
the initial interview with the potential customer when they call into the call center. The call
center introduction script substantially in the form TCM would use is attached as Exhibit C.

5. In-Person Sales Efforts

TCM will promote its Lifeline services through many channels. One sales
channel will be in-person sales events staffed by TCM representatives or agents. At these
events, customers will be allowed to sign up, in-person, for Lifeline service. TCM
representatives or agents, fully trained in Lifeline requirements, will conduct an interview,
ensuring that the potential customer does not already receive a Lifeline subsidy. Documentation

proving eligibility for the program will also be collected and an application will be completed by

DCOSMITD/4T2719. 7
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the customer. Only after completing all required eligibility verification will TCM issue phones
to the customer.

At retail outlets where trained TCM representatives or agents are not present,
customers will not have access to Lifeline services (or receive a Lifeline handset) at the retail
location. Instead, customers will be directed via print ads and information brochures to contact
TCM directly, and to submit the Lifeline service application directly to TCM. Through TCM’s
certification procedures, the company would verify that the individual qualifies for a Lifeline
plan (i.e. that there is no duplication, and that the individual qualifies by virtue of participation in
an eligible state or federal low income program). Only after the customer is verified as
qualifying to receive Lifeline will the phone be provided to the customer via mail or subsequent
pickup.

6. Applications, Information and Disclosures

Every applicant will be required to complete an application/certification process
containing disclosures, and collecting certain information and certifications as discussed betow.?

Disclosures. TCM’s application and certification process will include the
following disclosures: (1) Lifeline is a federal benefit and that willfully making false statements
to obtain the benefit can result in fines, imprisonment, de-enrollment or being barred from the
program, (2) only one Lifeline service is available per household; (3) a household is defined, for
purposes of the Lifeline program, as any individual or group of individuals who live together at
the same address and share income and expenses; (4) a household is not permitted to receive
Lifeline benefits from multiple providers; (5) violation of the one-per-household limitation

constitutes a violation of the Commission’s rules and will result in the applicant’s de-enrollment

2 See Model Application/Certification Form (Maryland), included as Exhibit D. See
Compliance Plan Public Notice at 3.

DCOI/SMITD472719. 7
10
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from the program; and (6) Lifeline is a non-transferable benefit and the applicant may not
transfer his or her benefit to any other person.”!

Applicants will also be informed that (1) the service is a Lifeline service,

(2) Lifeline is a government assistance program, and (3) only eligible consumers may enroll in
the program.?

In addition, Company will notify the applicant that the prepaid service must be
personally activated by the subscriber and the service will be deactivated and the subscriber de-
enrolled if the subscriber does not use the service for 60 days.?

Information Collection. TCM will also collect the following information from the
applicant in the application/certification process: (1) the applicant’s full name;>* (2) the
applicant’s full residential address (P.Q. Box is not sufficient™®); (3) whether the applicant’s
residential address is permanent or temporary; (4) billing address will not be requested as the
service will be on TCM’s prepaid platform (i.e. there will be no bill sent); (5) the applicant’s date
of birth; (6) the last four digits of the applicant’s Social Security number; (7) if the applicant is
seeking to qualify for Lifeline under the program-based criteria, the name of the qualifying
assistance program from which the applicant, his or her dependents, or his or her household
receives benefits;™® and (8) if the applicant is seeking to qualify for Lifeline under the income-

based criterion, the number of individuals in his or her household.*’

21 See Lifeline Reform Order,§ 121; 47 C.F.R. § 54.410(d)(1).
22 See 47 C.E.R. § 54.405(c).

5 See Lifeline Reform Order, Y 114.

o See Cricket Compliance Plan at 4.

2 See Lifeline Reform Order, § 87.

2 See Cricket Compliance Plan at 4.

* See47 C.ER.§54.410(d)(2). See Cricket Compliance Plan at 4.
DCOL/SMITDI4T2719. 7
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Applicant Certification. Consistent with new rule section 54.410(d)(3), TCM will

require the applicant to certify, under penalty of perjury, in writing or by electronic signature or
interactive voice response recording,”® the following:

1. the applicant meets the income-based or program-based eligibility criteria for
receiving Lifeline;

2. the applicant will notify the Company immediately, and, in any event, within a
maximum of 30 days, if for any reason he or she no longer satisfies the criteria for
receiving Lifeline including, as relevant, if the applicant no longer meets the income-
based or program-based criteria for receiving Lifeline support, if the applicant is
receiving more than one Lifeline benefit, or if another member of the applicant’s
household is receiving a Lifeline benefit;

3. if the applicant moves to a new address, he or she will provide that new address to
the Company within 30 days;

4. if the applicant provided a temporary residential address to the Company, the

applicant will be required to verify his or her temporary residential address every 90

days;

5. the applicant’s household will receive only one Lifeline service and, to the best of

the applicant’s knowledge, the applicant’s household is not already receiving a Lifeline
.29

service;

6. the information contained in the applicant’s certification form is true and correct

to the best of the applicant’s knowledge;

7. the applicant acknowledges that providing false or fraudulent information to
receive Lifeline benefits is punishable by law; and

8. the applicant acknowledges that the applicant may be required to re-certify his or
her continued eligibility for Lifeline at any time, and the applicant’s failure to re-certify
as to the applicant’ s continued eligibility will result in de-enrollment and the termination
of the applicant’s Lifeline benefits pursuant to the de-enrollment policy included below
and in the Commission’s rules.

Applicants will also be required to certify under penalty of perjury that they are

head of their household and receive Lifeline-supported service only from TCM. Penalties for

24 See Lifeline Reform Order. 11 168-69; 47 C.F.R. § 54.419.

» See Cricket Compliance Plan at 4.

DCOI/SMITD/472719. 7
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perjury will be clearly stated on the certification form.*® This will be accomplished by a
certification form substantially similar in format to the Model Application/Certification Form
(Maryland), included as Exhibit D. Customers will be required to sign and date this statement.
In addition, the applicant will be required to authorize TCM to access any records
required to verify the applicant’s statements in the application/certification process and to
confirm the applicant’s eligibility for the Company Lifeline credit.”® The applicant must also
authorize TCM to release any records required for the administration of the Company Lifeline
credit program, including to USAC to be used in an Lifeline program eligibility database.™

C. Annual Verification Procedures

TCM will annually re-certify all subscribers by querying the appropriate
eligibility databases (when it becomes available) or, if no eligibility database is available, by
obtaining a signed certification from each subscriber consistent with the certification
requirements above and new section 54.410(d) of the rules. This certification will include a
confirmation that the applicant’s household will receive only one Lifeline service and, to the best
of the subscriber’s knowledge, the subscriber’s household is receiving no more than one Lifeline
service.”® Company will notify each participating Lifeline customer prior to his or her service
anniversary date that he or she must confirm his or her continued eligibility in accordance with

the applicable raquirements.34 Further, the verification materials will inform the subscriber that

30 See Cricket Compliance Plan at 5.

3 See Cricket Compliance Plan at 5.

32 See 47 C.F.R. § 54.404(b)(9). The application/certification form will also describe the
information that will be transmitted, that the information is being transmitted to USAC to
ensure the proper administration of the Lifeline program and that failure to provide
consent will result in the applicant being denied the Lifeline service. See id. See also
Cricket Compliance Plan at 5.

See Lifeline Reform Order, § 120 and Cricket Compliance Plan at 8.

See Cricket Compliance Plan at 8.
DCO/SMITD/A472719. 7
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he or she is being contacted to re-certify his or her continuing eligibility for Lifeline and if the
subscriber fails to respond, he or she will be de-enrolled in the progx‘mn.35

2012 Verification. Company will re-certify (if applicable) the eligibility of each

of its existing subscribers as of June 1, 2012 on a rolling basis by the end of 2012 and report the
results to USAC by January 31, 2013.3® Company will contact its subscribers via text message to
their Lifeline supported telephone, or by mail, phone, email or other Internet communication.
The notice will explain the actions the customer must take to retain Lifeline benefits, when
Lifeline benefits may be terminated, and how to contact the Company.

Verification De-Enrollment. Company will give subscribers 30 days to respond
to the annual verification inquiry. Company will de-enroll subscribers that do not respond to the
annual verification or fail to provide the required certification.” If the subscriber does not
respond, the Company will send a separate written notice explaining that failure to respond
within 30 days will result in the subscriber’s de-enroliment from the Lifeline program. If the
subscriber does not respond within 30 days, Company will de-enroll the subscriber within five

business days thereafter.

D. Activation and Non-Usage

Each subscriber activates the service by placing a call to TCM. Company will not
consider a prepaid subscriber activated, and will not seek reimbursement for Lifeline for that
subscriber, until the subscriber places this call demonstrating usage of the phone.*® In addition,

after service activation, Company will provide a de-enrollment notice to subscribers that have

3 See Lifeline Reform Order, ¥ 145.

36 See Lifeline Reform Order, § 130.

37 See Lifeline Reform Order, Y 142; 47 C.F.R. § 54.54.405(e)(4).
3 See Lifeline Reform Order, ] 257; 47 C.F.R. § 54.407(c)(1).

DCOH/SMITD/AT2719. 7
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not used their service for 60 days. After 60 days of non-use, Company will provide notice to the
subscriber that failure to use the Lifeline service within a 30-day notice period will result in de-
enrollment.® For these purposes, subscribers will be considered to “use” the service by:

(1) compieting an outbound; (2) purchasing minutes from Company to add to the subscriber’s
plan; (3) answering an incoming call from a party other than Company; or responding to a direct
contact from Company and confirming that the subscriber wants to continue receiving the
service.*?

If the subscriber does not respond to the notice, the subscriber will be de-enrolled
and Company will not request further Lifeline reimbursement for the subscriber. Company will
report annually to the Commission the number of subscribers de-enrolled for non-usage by
month.*!

E. Additional Measures to Prevent Waste, Fraud and Abuse

To supplement its verification and certification procedures, and to better ensure
that customers understand the Lifeline service restrictions with respect to duplicates, the
Company will implement measures and procedures to prevent duplicate Lifeline benefits being
awarded to the same household. These measures entail additional emphasis in written
disclosures as well as live due diligence.”

In addition to checking the national database when it becomes available,

Company personnel will emphasize the “one Lifeline phone per household” restriction in their

39 See Lifeline Reform Order, § 257,47 C.EF.R. § 54.405(e)(3). See Cricket Compliance
Plan at 2 (stating that it did not need to implement a non-usage policy because it offered
only plans with unlimited local and long distance calling).

10 See Lifeline Reform Order, 261; 47 CER. § 54.407(c)(2).
4l See Lifeline Reform Order, 4257, 47 C.F.R. § 54.405()(3).
42 See Cricket Compliance Plan at 9.

DCOV/SMITD/A472719. 7
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direct sales contacts with potential customers.® Training materials will include a discussion of
the limitation to one Lifeline phone per household, and the need to ensure that the customer is
informed of this restriction.*

Database. When the National Lifeline Accountability Database (“National
Database™) becomes available, Company will comply with the requirements of new rule section
54.404. Company will query the National Database to determine whether a prospective
subscriber is currently receiving a Lifeline service from another ETC and whether anyone else
living at the prospective subscriber’s residential address is currently receiving Lifeline service.”

One-Per-Household. Company will implement the requirements of the Lifeline

Reform Order to ensure that it provides only one Lifeline benefit per household* through the use
of its application and certification forms discussed above, internal database checks and its
marketing materials discussed below, Upon receiving an application for Company’s Lifeline
service, Company will search its own internal records to ensure that it does not already provide

Lifeline-supported service to someone at the same residential address.*” Ifit does discover

B See Cricket Compliance Plan at 6, 9.
4 Id.

o See Lifeline Reform Order, {203. Company will also transmit to the National Database

the information required for each new and existing Lifeline subscriber. See Lifeline
Reform Order, ] 189-195; 47 C.F.R. § 54.404(b)(6). Further, Company will update
each subscriber’s information in the National Database within ten business days of any

change, except for de-enrollment, which will be transmitted within one business day. See
47 C.F.R. § 54.404(b)(8),(10).

A “household” is any individual or group of individuals who are living together at the
same address as one economic unit. A household may include related and unrelated
persons. An “economic unit” consists of all adult individuals contributing to and sharing
in the income and expenses of a household. An adult is any person eighteen years or
older. If an adult has no or minimal income, and lives with someone who provides
financial support to him/her, both people shall be considered part of the same household.
Children under the age of eighteen living with their parents or guardians are considered to
be part of the same household as their parents or guardians. See Lifeline Reform Order, §
74; 47 C.F.R. § 54.400(h).

47 See Lifeline Reform Order, ¥ 78 and See Cricket Compliance Plan at 7.
DCOLSMITD/472719. 7
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duplicate service at an address, Company will require the applicant to complete and submit a
written USAC document containing the following: (1) an explanation of the Commission’s one-
per-household rule; (2) a check box that an applicant can mark to indicate that he or she lives at
an address occupied by multiple households; (3) a space for the applicant to certify that he or she
shares an address with other adults who do not contribute income to the applicant’s household
and share in the household’s expenses or benefit from the applicant’s income, pursuant to the
Commission’s definition; and (4) the penalty for a consumer’s failure to rake the required one-
per-household certification (i.e., de-enrollment).”® Further, if a subscriber provides a temporary
address on his or her application/certification form collected as described above, Company will
verify with the subscriber every 90 days that the subscriber continues to rely on that address.”

Finally, Company personnel will inform each Lifeline applicant that he or she
may be receiving Lifeline support under another name, and will facilitate the applicant’s
understanding of what constitutes “Lifeline-supported services,” The Company personnel will
also assist the applicant in determining if he or she is already benefiting from Lifeline support,
50

by identifying the leading Lifeline offerings in the relevant market by brand name.

Marketing Materials. Within the deadline provided in the Lifeline Reform Order,

TCM will include the following information regarding its Lifeline service on all marketing
materials describing the service: (1) it is a Lifeline service,”! (2) Lifeline is a government
assistance program, (3) the service is non-transferable, (4) only eligible consumers may enroll in

the program, (5) the program is limited to one discount per household, consisting of either one

48 Id.
49 See Lifeline Reform Order, § 89.
50

See Cricket Compliance Plan at 7.

51 See Cricket Compliance Plan at 4.

DCOV/SMITD/472719. 7
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wireline or one wireless service; (6) what documentation is necessary for enrollment; 2 @)
TCM’s name as the ETC; and (8) consumers who willfully make a false statement in order to
obtain the Lifeline benefit can be punished by fine or imprisonment or can be barred from the
program.s3 These statements will be included in all print, audio video and web materials
(including social networking media) used to describe or enroll customers in Company’s Lifeline
service offering, as well as Company’s application forms and certification forms.>® This
specifically includes Company’s website (totalcallmobile.com/lifeline).” A sample of
Company’s Lifeline marketing materials is included as Exhibit E.

F. Company Reimbursements From the Fund

To ensure that the Company does not seek reimbursement from the Fund without
a subscriber’s consent, Company will certify, as part of each reimbursement request, that it is in
compliance with all of the Commission’s Lifeline rules and, to the extent required, has obtained
valid certification and verification forms from each of the subscribers for whom it is seeking
reimbursement.® Company will verify customers as described in the Compliance Plan before
submitting requests for reimbursement for service provided to the subscriber. In addition,
Company will keep accurate records as directed by USAC’ and as required by new section
54.417 of the Commission’s rules.

Further the Company will submit its FCC Forms 497 on the eighth day of each

month in order to be reimbursed the same month, and inform USAC, to the extent necessary, to

52 See Cricket Compliance Plan at 4.

3 See Lifeline Reform Order, 1275; 47 C.F.R. § 54.405(c).

I
4
36 See Lifeline Reform Order, Y 128; 47 C.F.R. § 54.407(d).
57 .
See id.

DCO1/SMIT/472719. 7
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reimburse it for actual claims rather than projected claims over the course of more than one
month.*®

G. Annual Company Certifications

Company will submit an annual certification to USAC, signed by a Company
officer under penalty of perjury, that Company: (1) has policies and procedures in place to
review consumers’ documentation of income- and program-based eligibility and ensure that its
Lifeline subscribers are eligible to receive Lifeline services;” (2) is in compliance with all
federal Lifeline certification procedures;®® and (3) has obtained a valid certification form for each
subscriber for whom the carrier seeks Lifeline reimbursement.”’

In addition, Company will provide the results of its annual re-
certifications/verifications on an annual basis to the Commission, USAC and the applicable state
commission as appropriate.%? Further, as discussed above, Company will report annually to the
Commission the number of subscribers de-enrolled for non-usage by month.©

The Company will also annually report to the Commission, USAC and relevant
state commissions as appropriate, the company name, names of the company’s holding company,
operating companies and affiliates, and any branding (such as a “dba” or brand designation) as
well as relevant universal service identifiers for each entity by Study Area Code.®* Company

will report annually information regarding the terms and conditions of its Lifeline plans for voice

58 See Lifeline Reform Order, 17 302-306.

% See Lifeline Reform Order, § 126; 47 C.F.R. § 54.416(a)(1).

60 See Lifeline Reform Order, | 127; 47 C.F.R. § 54.416(a)(2).

81 See 47 C.F.R. § 54.416(a)(3).

62 See Lifeline Reform Order, | 132,148, 47 C.F.R. § 54.416(b).
6 See Lifeline Reform Order, 257, 47 C.E.R. § 54.405()(3).

64 See Lifeline Reform Order, 19296, 390; 47 C.F.R. § 54.422(a).
DCO1/SMITDM72719, 7
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telephony service offered specifically for low income consumers during the previous year,
including the number of minutes provided and whether there are additional charges to the
consumer for service, including minutes of use and/or toll calls.* Finally, Company will
annually provide detailed information regarding service outages in the previous year, the number
of complaints received and certification of compliance with applicable service quality standards
and consumer protection rules, as well as a certification that Company is able to function in
emergency situations.®®

H. Cooperation with State and Federal Regulators

The Company will cooperate with federal and state regulators to prevent waste,
fraud and abuse. More specifically, the Company will:

o Make available state-specific subscriber data, including the names and addresses
of Lifeline subscribers, to USAC and to each state public utilities commission
where the Company operates for the purpose of determining whether an existing
Lifeline subscriber receives Lifeline service from another carrier;”’

. Assist the Commission, USAC, state commissions, and other ETCs in resolving
instances of duplicative enrollment by Lifeline subscribers, including by
providing to USAC and/or any state commission, upon request, the necessary
information to detect and resolve duplicative Lifeline claims;

. Promptly investigate any notification that it receives from the Commission,
USAC, or a state commission to the effect that one of its customers already
receives Lifeline services from another carrier; and

. Immediately de-enroll any subscriber whom the Company has a reasonable basis
to believe® is receiving Lifeline-supported service from another ETC or is no
longer eligible — whether or not such information is provided by the Commission,
USAC, or a state commission.%

6 See Lifeline Reform Order, § 390; 47 C.F.R. § 54.422(b)(5).
66 See Lifeline Reform Order, § 389; 47 C.F.R. § 54.422(b)(1)-(4).

87 The Company anticipates that the need to provide such information will sunset following

the implementation of the national duplicates database.

68 See 47 C.F.R. § 54.405(e)(1).

6 See Cricket Compliance Plan at 10.

DCOL/SMITD/M472719. 7
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II. DESCRIPTION OF LIFELINE SERVICE OFFERINGS

Company will offer its Lifeline service in the states where it is designated as an
ETC and throughout the coverage area of its underlying provider Sprint. The Company’s
Lifeline offering, as described in Exhibit F, will allow customers to choose from the following
options: (1) 150 minutes (including select international destinations as described in Exhibit ()
per month at no charge; (2) 250 minutes (domestic only) per month at no charge; or (3) a
discount off of TCM’s 30-day Unlimited Talk & Text plan or TCM’s 30-day Unlimited Talk,
Text, & Data plan. Additional plan details are described on the sample advertisement at Exhibit
E and in Exhibit F. Lifeline customers can also purchase additional bundles of minutes and
service (J.e. if they run out of minutes or if they want to make international calls) by purchasing
TCM’s refill cards online, via the customer service line, at a Western Union location, and at
stores that carry TCM prepaid refills.

In addition to free or discounted voice services, Company’s Lifeline plan will
include a free handset (with an option to buy an upgrade) and custom calling features at no
charge, including Caller ID and Voicemail. All plans include domestic long-distance at no extra
per minute charge. Calls to customer service and 911 emergency services are always free,
regardiess of service activation or availability of minutes.

III. DEMONSTRATION OF FINANCIAL AND TECHNICAL CAPABILITIES AND
CERTIFICATIONS REQUIRED FOR ETC DESIGNATION"

Financial and Technical Capabilities. Revised Commission rule 54.202(a)(4), 47

C.F.R. 54.202(a)(4), requires carriers petitioning for ETC designation to demonstrate financial

7 See Compliance Plan Public Notice at 3.

DCO1/SMITD/472719. 7
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and technical capability to comply with the Commission’s Lifeline service requirements,”’ The
Compliance Plan Public Notice requires that a carrier’s compliance plan also include this
demonstration. Among the factors the Commission will consider are: a carrier’s prior offering of
service to non-Lifeline subscribers, the length of time the carrier has been in business, whether
the carrier relies exclusively on Lifeline reimbursement to operate; whether the carrier receives
revenues from other sources and whether the carrier has been the subject of an enforcement
action or ETC revocation proceeding. This section summarizes TCM’s financial and technical
capabilities to provide the service.

TCM provides affordable prepaid mobile phone service, including calling and text
messaging, along with user-friendly handsets and high quality customer service. The majority of
TCM’s products and plans are specially geared toward serving lower income communities, and
its service models and pricing plans reflect this mission. TCM offers nationwide non-Lifeline
prepaid services as an MVNO using the Sprint network. In addition, TCM is applying for
certification as an ETC with the FCC (for Alabama, Connecticut, Delaware, the District of
Columbia, Florida, New Hampshire, New York, North Carolina, Tennessee, and Virginia),
Arkansas, California, Louisiana, Michigan, Nevada, and West Virginia. TCM received ETC
approval in Maryland on December 23, 2011.7

TCM is the wholly-owned subsidiary of Total Call International (“TCI”), a
national prepaid telecommunications services provider. TCI provides international prepaid
calling cards, which are often used by low income or unbanked consumers, many of whom are

members of ethnic communities. TCI has been providing telecommunications services to

m See Lifeline Reform Order, Y 387-388 (revising Commission rule 54.202(a)(4)).

7 The Arkansas PSC initially granted TCM’s application, but on March 22, 2012, the PSC
issued a stay and remand in light of the Lifeline Reform Order.

DCO1/SMITD/472719. 7
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customers for over 10 years. TCI, in turn, is majority owned by KDDI America, a subsidiary of
Japan’s second largest telecommunications carrier (KDDI Corporation). KDDI Corporation and
its affiliates provide mobile services (voice and data) and fixed line services (broadband,
domestic and international telecommunications and data center services) in Japan and globally.
KDDI’s technical and financial capabilities are further described in Exhibit A.

TCM will benefit from the experience of its parent entities in its provision of ETC
services. TCM also will benefit from TCI’s knowledge of low income markets when conducting
outreach to eligible consumers. During the past 10 years, TCM and TCI have provided
telecommunications services to non-Lifeline customers and, consequently, TCM has not and will
not be relying exclusively on Lifeline reimbursement for the Company’s operating revenues.
TCM receives revenues from these prepaid wireless services and also has access to the financial
resources of its parent company. The Company has not been the subject of any enforcement
actions by the FCC nor has it been subject to any ETC revocation proceedings.

Service Requirements Applicable to Company’s Support. The Compliance Plan
Public Notice requires carriers to include “certifications required under newly amended section
54.202 of the Commission’s rules.””> Company certifies that it will comply with the service
requirements applicable to the support the Company receives.” TCM provides all of the
telecommunications service supported by the Lifeline program and will make the services
available to all qualified consumers throughout the states in which it is designated as an ETC.”

TCM’s services include voice telephony services that provide voice grade access to the public

» Compliance Plan Public Notice at 3.

" 47 CF.R. § 54.202(a)(1).

& In addition to voice telephony services, TCM’s services inchude the nine features, i.e.,

dual tone multi-frequency signaling, single party service and access to operator services,
efc. previously identified in Commission rule 54.101(a).

DCOVSMITINAT2TI1S. 7
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switched network or its functional equivalent. Further, TCM’s service offerings provide its
customers with minutes of use for local service at no charge to the customer. The Company will
offer a set number of minutes of local exchange service free of charge to its subscribers and will
abide by any Commission-reguired minimum usage amounts. TCM’s Lifeline offering will
allow customers to choose from the following options: (1) 150 minutes (including select
international destinations as described in Exhibit G) per month at no charge; (2) 250 minutes
(domestic only) per month at no charge; or (3) a discount off of TCM’s 30-day Unlimited Talk &
Text plan or TCM’s 30-day Unlimited Talk, Text, & Data plan. Additional plan details are
described on the sample advertisement attached as E and in F. Lifeline customers can also
purchase additional bundles of minutes and service (i.e. if they run out of minutes or if they want
to make international calls) by purchasing TCM’s refill cards online, via the customer service
line, at a Western Union location, and at stores that carry TCM prepaid refills.

The Company also will provide access to emergency services provided by local
government or public safety officials, including 911 and E911 where available and will comply
with any Commission requirements regarding E911-compatible handsets. As discussed above,
TCM will comply with the Commrission’s forbearance grant conditions relating to the provision
of 911 and E911 services and handsets.

Finally, toll limitation services do not apply because TCM, like most wireless
carriers, does not differentiate domestic long distance toll usage from local usage and all usage is
paid for in advance. Pursuant to the Lifeline Reform Order, subscribers to such services are not

considered to have voluntarily elected to receive TLS.”®

7 See Lifeline Reform Order, § 230.
DCOL/SMITD/AT29. 7
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V. CONCLUSION

TCM submits that its Compliance Plan fully satisfies the conditions set forth in
the Commission’s Lifeline Reform Order, the Compliance Plan Public Notice and the Lifeline
rules. Accordingly, the Company respectfully requests that the Commission expeditiously

approve its Compliance Plan.

Respectfully submitted,

=L M

Steven A. Augustino 4
Denise N. Smith

Kelley Drye & Warren, LLP
3050 K Street, NW

Suite 400

Washington, D.C. 20007
(202) 342-8400

Counsel fo Total Call Mobile, Inc.

May 14, 2012
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This translation is (0 be used sofely as a veferencee and the consolidated financial statements in this release are unaudiled.

Financial Siatements Summary for the Year ended March 31, 2012 [ Japan GAAP ]

Company Name
Stoek Listing
Representative

Scheduled date lor annual nrcetmg ol sharcholders

Scheduted dale for filing of full-vear repon

Scheduied date for dividend paymen(

Earnings supplementary explanatery documents for the fiscal year:

Carmings presentation (or the (iscal year:

KDD! CORPORATION
Fokyo Stock Exchange-First Seclion
‘Yakashi Tanaka. President

April 25, 2012

Code No. 9433
URL hitp/Awww.kkddi.com
June 20, 2012
Jume 21, 2012
June 21, 2012
Yes

Yes (for institutional investors and analysts)

{Amount unit: Millions of yen, unless mbenwise sinted)
{Amounts are ratnded down (o nearest millios yen)

1. Consolidated Financial Resuits for the Year ended March 31, 2012 (April 1. 2011 — March 31, 2012)
(1) Consuolitated Results of Cperation

+Percentage_represenls comparison change 1o the correspondin

g previous fiseal years+

e Operaling Revenues Operating Income QOrdinary Income MNet fncome
% % % %
Year encled March 31, 2012 3,372,098 4.0 477,647 1.2 431,178 24 238,604 {6.3)
Year ended March 31, 2011 3,434,545 (0.2) 471,91] 6.3 440,676 4.2 255,122 19.9
{Naie) Consalidialed Srueniens of Cosmprehensive Income
Year ended Masch 31, 2012 . 249,510 million yen: (0.5)%  Year ended March 31, 2011 © 250,829 million ven; 6.1%
. Operaling
’ Dilued Net Income Relurn en Return on
e— Net Income per Sharc per Share Equity Assels ih:;cq\}u
argin
Yen Yen % % [A
Year ended March 31,2012 58,115.98 36,6068.9] 11.5 11.6 134
Yeur ended March 31,3010 58,149.78 - 12.4 .6 137

{Reference) Eguity in net income of affiliaies

(2) Consolidated Financial Position

Yens ended Mareh 31, 2012 {18,297) miltion ven/Year coded Match 31, 2011 {19,948) million yven

Total Net Asscels

_———‘-'“--__ 1"oy1: q = v [Rak
— lotal Assets Net Assels Equily Ratio per Share
% Yen
As ol March 31,2017 4.004,009 2,128,624 B 539,206.73
As of March 31, 2011 1,778,918 2,171,839 557 495,386.23
(Reference) Sharcholder's Equity As al Murch 31, 2032 ; 2,060,746 million yen/As of March 31, 2011 : 2,103,331 million yen

(3) Consotidated Cash Flows

M—‘———_

Cash Flows from

Cash Flows from

Cash Flows from
Financing Activitics

Cash and Cash
Egnivalents

e Operiting Activities livesiing Activities
Year ended Minel 31, 2012 725,886 (d84,507) (225,931} 174,191
Year ended Marely 31, 2011 717,333 (440,545} (279,998) 139,869
2. Dividends
r——— Dividends per Share Toral Ratia of
" & 3 f Dividends for { hoyoul | Dividends to
FQuaner | 2% Quarier | 3% Quarter Fascgl Year Total Ratio Sharehotders’
| End IEnd End the Year Equity
Yen Yen Yen Yen Yen % %
Year ended March 31, 2011 -1 6,500.00 - 7,500.00 | 14,000.00 60,793 241
Year ended Marcls 31, 2012 - 7.5048.00 - §,300.00 | 16,000.00 9i,328 27.8
Yeur ending March 31, 2013 18
{Horeenst) - 8.500.410 - 8,500.00 | 17,000.08 26.0

3. Consolidated Financial Results Forecast for the Year ending March 31, 2013 (April 1, 2012 - March 31, 2013)

« Peseenlage represents comparison to previous Hiscal vears»

Operaling Revenues Operating Income Crdinary Incame Net Incame N:z::;ﬁ:;?:
% % % % Yo
Entire Fiscal Year 3,580,000 0.2 300,000 4.7 490,000 8.6 250,008 4.8 G3,914.00

1. Fosecast of cansohdnied business vesudts for the six manths ending September 30, 2012 js aut prepuied
2, Met meome per share in the consolidazd Tinancinl resulis forecasts for the year ending Mazch 31, 2013 ducs nol 1ake the stock sphit inte accoum
For further infarmation, please see “Explanution Tor Appropriste Use of Forecasts and Other Motes.™
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4. Othwer
{1} Changes in significant consolidated subsidiaries (which resulied in changes in scope of consolidation): None

{2) Changes in accounting policies, accounting eslimaies and restatement of corrections
1} Changes in accounting policies resulting from the revision of tie accounting standards and other

reguiations: Yes
2) Ohher changes in accounting policics: Nene
3) Changes in accounting estimales: Yes
4) Restatemens of correclions: None

Note: Please refer 1o page 25 “Basis of Presenting Consolidaled Financial Statements™ and page 28
“Changes in Significam Accounting Policies™ and “Changes in Accownting Estimates” for details.
(3} Numbers of Quistanding Shares {comman shares)

1) Mumber of shares outstanding (inclusive of reasury stock) As of March 31, 2012 4484818
As of March 3§, 2011 4,484,818

2) Number af treasury siock As of March 31,2012 663.006
As of Mareh 31, 2011 238,976

1) Number of weighted average common shares For the year enxded March 31, 2042 4,105,665
outstanding (curmidative for all quarters) For the year ended March 31, 2011 4,387,311

[Amount wnt: Millions of yen, unless otherwise siated)
{Amounts zre rounded down 10 nearest million yen)

{Reference) Summary of KDDL Corporation’s Financial Results and Financial Position
1. KDDI Corporation's Financiat Results for the Year ended Marck 31, 2012 (April 1, 2011 — March 31, 2812)
{13 KI2DI Carporation’s Results of Operation

+Percentage represents comparison change 10 the corresponding previous hiscal yearss
TT—— Operating Revenues Operaling lncome Ordinary Income Net Income
Y % % k3
Year ended March 31, 2612 3,273,536 4.3 432,440 1.0 434,575 28 2493836 (2.7
Year cnded Mareh 31, 2011 3,138,742 (1.3) 428,269 3.4 422,929 3.0 256,823 19.6
Tre— e Dituted Net
— Net Income per Share Inconse per Share
Yen Ven
Year ended March 31,2012 60,855.69 59,317.0%
Year gnded March 31, 2011 58,537.60 .
(2Y KODI Corporation’s Financial Position
T . R et Tt Tolal Net Asscls
e— Total Assels Nel Assels Equaty Ratio per Share
% Yen
As ol March 31, 2012 3,851,891 2,004,847 3.6 340,008.17
At al March 31,2011 3,644,330 2,092,818 374 492,577.91
(Reference) Shareholder’s Equity As of March 31, 2012 2,063,809 million yen As of March 31, 20117 2,081,407 million yen

Indication of audit procedure implepzentation stotus
This earnings report is exempt fram audit procedure based upon the Financial Insiruments and Exchange Ac. 1t is
usnder the audit procedure process at the time of disclosure of this report,

Explanation for Appropriate Use of Forecasts and Other Notes

1. Farecast of Resulis
The forward-Tooking statentems such as aperational {orecasts contained in this statemems summary are based on
the information corrently available to KDD! corporation (hereafter: the “Company™) and certain assumptions
which are regarded as legitimate. Actual results may differ significantly from these foreeasts due to varicus
faciors. Please refer 10 page 8 *Outlook for the Year ending March 31, 2013 under = the Atlachments « for the
assumptions vsed and other notes.

2. Forecasts for financial results and dividends afier the swock split
The Company resolved at a meeting of the Board of Directors held on Apyil 25, 2012, that the common stock will
be split 100 tor 1, and the trading wnit of the s1ack will be 100 shares with an cffeetive die of October 1, 2012,
Accompanying this change, the forgeasts for financial results and dividends in the fiseal year eading March 31,
2013 are as follows.
{1} Consutidated Business Resulis Foreeast for the Year ending Marcli 31, 2013

Year ending March 31, 2013 ¥654.14
(2) Dividends forceast tor the Year ending March 31, 2013

Six months ending September 30, 2012 ¥8,500.007%!

Year ending Mareh 31, 2013 ¥g5.00Nme2

Note 1: Interim dividends will be paid on the basis ol the number of shares prior o 1he iimplementation of the stock splil
Nofe'2: [hwidends aller the implementation of the stock split, il adjusted 10 reflect the munber of shares prior to the stock
split, will be equivalent to Y8, 500.00 per share,
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1. Qualitative Information / FINANCIA] STAICIENES, 10, cr\ ivriens vreriereonerniesss s resessseseesa s sssesessssess msans semss stssenissneneeiess &
(1 Analysis on Consolidaeed Operating RESUHE oo o oiiiieins st ee oo ce st eme st s st rrns 2

(2) Analysis on Consolidatcd Financial Position ... ... 9

(3) TProfit iswibulion ... 10

(4) Business Risks 10

20 THe Gronup e 11
3. Management Pelicy .. 13
(1} Basic Management Policies ... ; 13
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Consolidated Siatements of HICOME v 18
Consolidated Statements of Comprehensive hu.omc 20
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(4 Consolidated Statements of Cash Flows .. ... ... 23

(5) Going Concern Assumplion . 25

{6) Basis of Presenting Consolidated Financial Statements ... 25

{7} Changes in Accounting Pelicies ... ..ot
{8) Changes in Presentation ...
(9) Changes in Accounting Estimates ...
{10} Additional Information .............
{11} Notes for Consolidated Financial Snlcmems o

[Congelidated Balance SHeets) ... oovuercnovins crienes veveee

(Consolidated S1A1ENMENLS OF JNCOTIEY ooicre e ceeicre st ei et e ee e s b s emare s ses e e ses e smes s smessaeamenas e e e eekbmrabnamsabrras
[Consolidated Statements of Comprehensive Income) ... 33
{Consolidated Statements of Changes in Net Assets) ... 34

{Consolidated S1teMents of CASH FIOWSE) oot smssssssser s seasres reste sosermssteesssassisnessmseseessinemsarseinees 30

{Segment Information) ... 37
{Lease Paynment) ............. 10
{Relmed Party Transaction) ... 41

LINCOMIE TAXEE} oiciiiiniee e as e r et s et ersses e ensrer b cominedab ke arbe s et srann shesraneesesanies beneeenens 02

{Financinl Instruments) 43
{Securilies) .oovieeceeicraes 47
{Derivalives) e 49
{Stock DpUHONsY it 50
(Business Combination) ... ..., 34

{ASSEl Retirement GBIIEAUONEY ..o crirscsrireersrsnsres ervssssreress sepevscrsrestantsasscrastasesscsmvemsnssnstssnsanstonnss 39

(Estate Leases) ..oovcovviviens 53

(Per Share Information) ... 56
{Significant Subsequent Event) ... 57

5. Financial S1atements 58
(1) Batance Sheeis ... 38

(2) Statements of Income ..., erarere e eenaras feeeaereras e . . 62

(3) Statemenis o CHANEES I NETASECIS ooooiticeieiie st ceerrrie e e ve s e ie e ear et ee e e e et s b s seersbebai st vesraresmsni s O

¥ The Company holds an earnings presenlation for invesiors as below, Documents distributed a1 the presentation are scheduled
10 be posted on our wehsite at the same time as the release of the finaneial statements summary. Videes and main Q&AS are
plamned 1o be posted inunediately afier the presentation.
« Wednesday, April 25, 2012- Farnings presentation for instingtional investors and snalysts

* in addition to the above earnings presentntion, 1he Company holds conferences on its business and resolts Tor individual

investors, Please eheck our website for the schedule and detls
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1. Qualitati rmation / Financial Statements. etc.
(1) Analysis on Consclidated Operating Resulty

1. Results Overview
(Amount unit: Millions of ven)

Increase
Yeur ended Year ended Increase [Decreasc)
parch 31, 2011 Mareh 31,2012 (Deereise)
a
Operating Revemies 3,434,545 3,572,008 137,352 4.0
Qperating Expenses 2,962,634 3,094,450 131,815 4.4
Operating Income 171,911 477,647 5,736 1.2
Nou-operating Jncome .
{Expm]l]sc) £ (31.234) {26,469) 4763 -
Ordinary Income 440,676 451,178 10.501 2.4
Extraovdimary Profit (Loss) (95116} 3,241 98,658 -
Ingome before Income
Taxes and Minority 345,259 454 419 109,159 3.6
Interests
Ineome Taxes 81,237 207,560 126,323 155.5
:nco.ma before Minority 264,022 246,858 (i7,163) (6.5)
Herests
Minerity Interests 8,900 8,254 {648) (7.3)
Net lncome 255,122 238,604 (16,517) (6.5)

Operating revenues for the yeor ended March 31, 2012 amounted 1o ¥3,572,098 milion, 4.0% increasc vear on year,
mainly due (o the increase in revenuies brought by the inereasc in the number of terminal sales in the Mobile Busingss, and
the increase in revenues of group companies (v the Fixed-line Business, despite the decline in voice ARPU (Average
Revenue pey Unit) fa the Mobile Business.

In profits, the decline the Mobile Business was offset by the substantiai gain in the Fixed-line Busmess, Operaling income
was up 1.2% ycar on year (o ¥477,647 million, and ordinary income was up 2.4% year on veay 1o ¥451,178 million. In
extraordinary income and Jass, there was a substantial improvement due to a dectine in impairment losses and a reversal off
the provision for loss on the Greal Cast Japan Earthquake. 1lowever, corporate iaxes for the year ended March 31, 2011
dectined due 1o a loss on lignidation of Tewr intermediary holding companies that possessed shares of fupiter
Telecommunieations Co., 1.1d. ln addition, in the fiscal year under review, income (axes jicreased due o the reversal of
deferred 1ax asscls accompanying a reduction in the corporation 1ax rate. As a resuil, nel income was down 6.3% year on
year to 238,604 million,

Overview of Econamic Conditions

The deld problems in Europe continue to be a major risk faclor for the global ecanomy. and in the Ewro zone. the
unenployment rate is rising and banks are reluctant (o lend. In addition, countries are stepping up budget culs. As a
resull, the pace of the recovery in the global cconomy is clearly decelerating, On the other hand, in the U.S., the
employment envirenmient has improved, and monctasy casing measures are gradually king cllect. Business
conditions are expected 1o follow a moderate recovery trend. Also, in emerging economics, business conditions
seem 10 be stendily improving es concerns abow inllation subside, monetary easing mcasures lake effect, and
infernal demand increases.

In Japan, (he cconomy has not been expanding, but moving forward a moderale recovery is expected to continue
Tor some time. with support from reconstruction-related demand and a range of policy measures, such as subsidies
for environmentally-liiendly cars, Nonctheless, issues requiring ongoing, attention include downside risks in the
economy. such as electricity shortages and incveases in the price of crude oil, as weil as trends i the global
CCORMMY,

Industry Trends

In the mobile communications market, competition for customers is intensifying as wicing plans become more
affordable; the use ol smariphanes increases; the range of tablets and mber devices diversifies; and conient services
expand, centered on music. videos, and ¢books. In the fixed-finc communieations markel. progress is being made
by services combining fixed-line and mobile and by the infegration of telecommuniealions and broadeasting. As u
result, competition between services is entering a new phase.

KDDI’s Pasifion

The Company steadily implemenied its medium to leng term strategies-the 3M Stralegy and the Global
Strategy-targeting the realization ol the three business vision: “Move Comecled” ~More Diverse Values™
“Mare Global.,” 3M stands for Multi-netwark, Mulli-device, and Multi-use. Qur growth strategy calls for the
cslnblishment of an environment that seamlessly provides a vaglety of confent and services 1o customers

.2-
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through an optimal network 1hat can be uscd anytime and anywhere. with a varfety of devices, including
smariphones and tablets.

in January 2012, we announced the Smart Passport Coneept. which is phase 1 ol the 3M strategy. This concepl
has thyee key factors, The first s ~“au Smartvalue.” an FMC discowy service tha we olTer in cooperation wilh
FTTHICATV companics. The second is “auw Smart Pags,” which offers packapes ol more than 300 applications
and cloud services, The third is “au 112" which enables the seamless usc of those services on muitiple devices.
The Smart Passpori Coneept is aimed at maximizing Value ARPU Ly expanding FTTH saies, largeting
smartphone subseriptions through linked aequisition in the household. and promoiing the use of cloud-based
content services. In the future. the Company will further advance the Smart Passport Concept, and in
accordance with a new slogan=——New Freedom.— we witl provide cusiomers with new value that sealizes 3M.

In the Mobile Business, we have implemented a variety of initiatives to expand our customer base. We
strengthened our lineup of handsets, including smartphone madels not available from other companies. We also
took steps to enbance our applications and content, such as establishing a caoperation agreement with Facebook
Ing, and swengthening our LISMO service. Additionally, 10 respond to rapidly growing data traffic, we
bolstered our network by expanding the “au Wi-Fi SPOT™ public wireless LAN service. We also began to
provide the “Wi-Fi HOME SPOT (CUBE),” a router for use in the home, and we introduced “EV-DO
Advanced” to increase communications quality in congested areas. In this way, we continued 10 focus on both
strengthening our network and reducing our costs.

In the FFixed-line Business, we worked to expand aceess lines, centered on FTTH services. For corporate clients,
we slrove 1o teinforee our ability to support corporate clients’ intesnational business development by making
effective usc of our overseas locations, We also took steps 10 enhanee our solutiong services,

In both businesses, we sought to forge partnerships with numerous companies in a variety of fieids.

2. Results by Business Scgment

Note b: Resnits Summary
{Amount_unit: Mitlions of yen)

Year ended Year ended increasc {ncrease
Maych 11,2011 March 31,2012 {Decrease) (Decrease) %o
Maobile Business
Qperating revenues 2,390,724 2,727,012 136.287 3.3
Operating expenses 2,151,838 2,307,821 155,982 7.2
Operating income 438,885 419,19¢ {19.6935) (4.5)
Fixed-line Business
Operating revenes 897,234 913,536 18,284 2.0
Operating expenses 873,262 862.104 {(1,157) (1.3}
Qperating income 23 989 53,431 10,4472 122.7
Other Business
Querating revenues 114,326 16,873 [7.430) (6.5)
Operating expenses 105,797 192,575 (3,222) (3.0)
Operating income 8,529 4,298 (4.230) (49.6)
Notc 2:  Subseriptions of Major Services {Unii : Thousand line}
As of March 31, As of March 31, Increase Increase
2011 2012 {Decrease) {Decrcase) %
au' 32,999 35,109 2,110 6.4
£ CDMA 1X WIN 29,633 33,539 3,900 13.2
(Rel) UQ WIMAX 807 2,266 1,439 180.8
FITH 3,001 T 367 19.3
Metal-plus 2,543 2,189 {354) (13.9)
Cable-plus phone 1,341 2,074 733 54.7
CATY? 1,088 1,042 54 5.0
Fixed nceess lines® 6,407 7,118 711 il

Notes: 1, Inclusive of module-1ype contracts
2. Inclusive of wholcsales to “):COM PHONE Plus” from (he fiseal year ending March 31, 2012
3. Numiber of houschaolds with at lenst one eantract vis hreadeasting, inderncd, or telephone
4, Total geeess bines of FTTH, direci-revenue telephony (Metat-plus, Cable-plus plione), and CATYV subs.
exciuding crassover.

51 of 130.



Appendix A, Page 92 of 171

Mobile Business
Operating revenues for the year ended March 31, 2012 amounted (o ¥2,727,012 miilion, 5.3% increasc year
on year. Contributing faciors include the increase in revenue broughi by the increase in the number of terminal
sales, despite the decline in voice ARPL cinsed by the uptake of the Muitsuki Discount (Monihly discount)
and Simple Course. Operating income amounted ¥419.190 million, down 4.3% year on year. due to lhe
increase in handsets procurement cost that led the rise in operaling expenses.

<COverall>

» The numbey of *au™ mobile phone subscriptions was 35,109 million as of March 31, 2042,

« OnJanvary 16, 2012, in conjunction with the rollout of the new au slogan—New Freedom, —we
introduced a new au brand mark.

« On March 1, 2012, we began 1o offer au Smart Pass and au Smarivalue.

“au Smarl Pass™ olfers unlimited use of more than 500 applications as well as coupon and point services,
storage of photos and videos, and security and support, all for ¥390 per month {including tax). Evervone,
from experienced smarlphone users 1o beginners, con securcly and freely enjoy their favorite applications
and services with “au Smart Pass,” and by March 27 the number of members had surpassed 506,000

“pu Smartvalue” is a service that combines wobile and fixed-line communications. With a subscription to
a desipnated fixed-line communications service (FTTH, CATV), custeniers can receive a discount of
¥1,480 {1ax included)* on their menthly smartphone usage charges for up to two years, This service is
available to subseribers to a designated fixed-line communications service and their family members who
reside in the same household, = After 2 years, the discount will be ¥980.

«  Accompanying the reorganization of the 800MH1z bandwidth, which is used by au mebile phones, the
provision of service for models that are not compatible with the new §00M Rz bandwidth will end on July
22, 2012. Special options have been made available to eligible customers who upgrade their handsets,
such as speeial prices, including models that are eligible for fiee upgrades. We have alsa continued to
implement activitics to publicize this issue. As 2 resull. we have made favorable progress in encouraging
customers to upgrade.

<Mobile Terminals>

+ On Qctober t4, 2011, the Conspanies began offering the “iPhone 48™ {made by Apple Inc.). You can use
iPhone 48 on the Companies” 3G nctwork, so you can enjoy the incredible features of iPhone 435
anywhere, anytime.

- We launched a 1otal of 24 new Android™ smartphones. These included the INFOBAR series as well as
high-speed communications maodels with WiMAX and tethering capability and waterproof models.

+ In feature phones, we launched 13 new models. These included models that can be easily used even by
people who are not skilied in the use of mechanicat deviees and waterproof models that feature 2
sophisticated design and a focus on case ol use.

« We also launched a total of § other communications devices (1ablets, mobile Wi-Fi routers, etc.).

« In handset accessories, in collaboration with *NAVA,” a leading lalian stationery maker, in October 2011
we hiegan sales ol “iida & NAVA® smarlphone accessories. In January 2012, we launched the “au + |
collection™ of official au accessories. which featurcs a Jarge number of flems, centered on original
products available only from au. The “su +1 callection™ will be available m au shops, and au points can be
used for payment.

< Products released for the year ended Mavch 31, 2012>

iPhone “iPhone 457

Smarphones “TNFOBAR AGT,” “INFOBAR CO1," “"GALAXY S 1 WiMAX
1S Serics ISWHISC “OptimusX 1S11LG,” *“MOTOROLA PLHOTON

! ISWIIM,” "DIGNO ISWIHIK,” cte.
“Windows Phone 15127
Feature phones | au “Simpic Phone KO10," “Mi-Look,” “URBANO AFFARE"
“MOTOROLA XOOM™ Wi-Fi TBi} 1M, “PHOTO-U2 S$F03,”
“Wi-Fi WALKER RDATAVSW,” “ETBWI1AA™
Aceessorics INFOBAR “Accessories for INFORBAR AQI/COI™

QOtiher communication devices

Coliaboration | ..., -

X “iida & NAVAT sarigs
with brands
Others “aw + | collection™ series
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<Pricing Plans>

+ On September 1, 2011, we began providing two new au mobile phone pricing plans, “Plan W simple”™ and
“Plin W, for customers who place frequent international calls. In addition, we made calls inside Fapan
betwezn au mebile phones frec of charge (except between 9pm and Tam) and made all C-mail within
Japan free ol charge, the first time this has been done for aw mobile phones.

On the same dey, the Companies made it possibie 1o place international calls fram au mabile phones by
diating the “0 I3 prefix.

+ The Companies laumched a new pricing plan. “Plan Z Simple.” on Seplembes 28, 2011, “Plan Z Simple”
allows users in Japan to call other au mobile phones within Japan for free between the hours of Tam and
9pmn for a basic monthly rate of ¥980 (including 1ax)*. Also, domestic C-mail messages between au
mobile phone users are always lree, 24 hours a day.

# Under “Everybody Discotmt™ contracs

« On December |, 2011, the Companies began tw offer “WIN Single Flat WiMAX (Simple),” a new rate
plan that can be used with a downlink specd of up 10 40Mbps. In addition te the conventional 3G wide
service arcas, this service can also be used in WiMAX service arcas. 1 customers subscribe to this service
when purchasing a compatible device (DATAOSW, DATAO1), they are eligible for the “WIN Single Flat
Cost-Saving Discount.” uider which the service is available for ¥4.410 per month (tax included)¥ for up
1o 25 months.

* When upplying for “Everybody Discount Single” or “WIN Single Set Discount.”

<Consumer Services>

v We began 10 offer the “Guarantee Security Pack,” which provides total securiiy and safety support for
Android™ smarphones, on November 18, 2011 In this way, we previde z package ol services: remole
locking in the event a smariphone is lost. “Virus Buster Mobile for 20,” which proteets handsets from
hurmiul sites and applications, and “Remote Support,” which offers remote operation and setting by
operatars. We are the First domestic mobile telecommunications company to introduce remote support for
Android™ smartphones.

« From March 1, 2012, we significanily improved the exisling au mobile phone paint service, the “au Point
Program.” Through this upgrade., we have expanded the ways in which members can use poinis earned
under the “au Point Program.” For example, points can be used to make purchases of goods from & variely
of shopping sites or content. In addition, we changed the requirements for earning points.

<Corporate Services>

« The Company entered a business alfiance with Branddialog, Inc., on August 2, 2011, to faunch the *KDD1
Knowledge Suite.” As the Company’s first service for its proprietary “KDD1 MULT] CLOUD” service,
the “KDDI Knowledge Suite” is a highly canvenicnt business application that links groupware with sales
support and customer management, which enables workers o operate mare efficiently by allowing them
1o use schedules and telephone memos even when away from their desks.

+ On November 22, 2011, we began to offer “KDDI1 3LM Security,” a securily management service
developed by Three Laws of Mobility, Inc. This service, which is available for corporate customers using
au Android™ devices. features robust security functions that were not previously available at the
application level,

<Others>

+ The Companics taunched the “au Wi-Fi SPOT" public wireless LAN service on June 30, 2011, and by the
end of Mayrch 2012, the number of spots available with this service had surpassed 100,000,

Customers who subscribe 10 the 18 Flat™ or to “Plan I (18) Simple/Plan F (18)" can use this service [rom
au smartphones at no additional charge, and this service is used by a large number of customers, We have
implemented a variety of measures Lo increase convenience {or our customers, We are providing services
in cooperalion with convenience stores for the distribution ol a wide range of information and conienl. We
have also enhanced service (o enable the usc of another Wi-Fi compatible device in addition io the
smartphone, such as a PC or a tablet, #t no charge. In addition. we have taken sieps to expand our
coverage area in Japan and include such locations as maving buses, railroad stations, aieports, and
restaurants, We are also providing international raaming service in more than 100 countries and regions
overseas, such a3 in North America, Asia, and Curope.

Furthermore, in February 2012, we commenced rentals of “Wi-Fi HOMI SPOT (CUBE).” an indoor
wircless LAN service thot offers high-speed wireless LAN comnwmications in the home, *Wi-Fi HOME
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SPOT™ is a home-use wireless LAN router than can be conneeted (o home broadband circuits. One special
feature s that the Wi-Fi can be initialized for use with an au smartphone just by pressing a single bulton.
In addition, othar Wi-Fi compatible deviees, such a5 PCs and game machines. can also be casily used. In
the future, we will work 1o expand ouy wircless LAN services, under the name “aw Wi-I3,7 which wil}
cover both “Wi-Fi HOME SPOT and “au Wi-Fi SPOT."

o From late January 2032, we began 1o rol) out mobile NFC* (Type A/B) service in stages. As a result, the
use of NIFC services with mobile phenes becanie possible for the first time in Japan, NFC-enabled mabile
phones can be used for seitlement services; coupen, membership card. and other services; and information
acquisition and exchange. Furthermaore, they can be used overseas as well. such as for shopping and
transporiation related functions.

* Near field communication: 1SO international standard Tor near field wircless communications.
Compatible with Type A/B and FeliCa®, Contaciless 1C card functions, readerfwriter functions.
inter-device communications functions. etc.. can be used.

« “Emergency Report Mail” delivers emergency messages (o au mobile phones in specified arcas. From
Janwary 31, 2012, in cooperation with national and municipal entities. we began 1o provide ~disaster and
evacuation information,” 10 provide notifications, such as various waraings and evacualion juformation
related to disasters. From Mareh 30, 2012, we began 10 provide the “tsunami warnings™ annousnced by the
Japan Meteorological Agency.

From spring 2012, we will offer the “Disaster Voice Delivery Service™ for 1503 and later Android™

smartphones. Even when voice nelworks are conpested and it is difTicuit (o make a phone call, this service

will be able 1o deliver voice messages about personal safety and related topies. In addition 10 the ~“Disaster

Message Board™ service, the “au Disaster Countermeasure”™ application has been available since

December 23, 2011, In this way, we are praviding “security and safesy” 1o customers using au Androi

smariphones.

+ On Febroary 1, 2012, the Company established the KD Open [nnovation Fund, a corporate venture
capital fund that will support promising startup companies. (Plans call for a total investment in the fund of
¥5.0 billion.) Through the fund, the Company will invest in promising startup companies in Japan and
overseas. In addition, through cooperative activities, the Company will supporl service development,
provide cloud computing and other platforms, and cooperate in pramotional initistives. 1n ihis way, ihe
Company will foster the development of high-quality applications and services and, in conjunetion with
the “"KDIH = Labo™ incubation program, support the growth of startup companies.

Furihermore, the innovative applications and services that are developed through this fund will be

provided through “av Smart Pass.™ In this way, the Company will provide cusiomers with new

experiences and value that realize the 3M strategy.

d'i'.‘d

Fixed-line Business
QOperating revenues in the year ended March 31, 2012 amounied 10 ¥915,336 million. 2.0% increase vear on
year. due 1o the increase in operating revenues of’ group companies. which offset the decline in voice revenue
of the Company. Operating income amounted o ¥53,431 miltion. 122.7% increase sharply year on year, due to
the decrease in operating expenses of the Company as a result af network streamlining conducted in the
Fixed-line Rusiness,

< Qverall >

= The number of FTTH service subscriptions, consisting ol "au HIKARI™ and serviees ol consolidated
subsidiaries (Chubu Telecommunications Co.. Inc.’s “Commui@-hikari,” Okinawa Cellular Telephone
Company’s “an HIKAR] Chura™ and Okinawa Teiccommunication Network Co., Ine.’s ~Hikarifure™}
reached 2.268 million os of March 31, 2012,

« Asof March 31, 2012, the number of “Melal-plus™ subscriptions totated 2.1 89 million.

+ For *Cahle-plus phone,” alliances with cable television companies grew steadily. reaching 118 companies
and its subscriptions expanded to 2,074 million as of March 31, 2012,

- Consolidated subsidiary JCN Group, which oversees 18 cable companies primarily in the Tokyo
metrapolitan area, had 1.142 million cable (elevision subscriptions as of March 31, 2032,

< Consumer Services >

« “gu HIKAR] Home,” a FTTH service for detached houses, expanded its serviee sreas 1o Hokkaido.
Toheku. Chugoku, Shikoku, Kyushu region, the service started [rom June 1. 2051, On February 14, 2012,

-6
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we hepan 1o provide customers who newly appiy for “au HIKARI Heoe™ with the “Aterm BLS0OOHW,” a
new home gateway with built-in high-speed wireless LAN Junctionality and a maximum speed of 450
Mbps (theoretical speed), the highest in Japan,

On September 1, 2011 the Company began ofTering the “Guaraniee Total Suppaors” service, which

pravides customers using onr “aly one per internel conncelivily serviee with suppat from expert

operators for various problems related to Internet use. Specialized operators use the telephune and remote

eperalions to provide “Guarantee Total Support.” which can be added to the “au one pet™ support scrvice

1o help reselve issues involving Internet netwaork equipment connectivity. settings and methods of use. On

November 24, 2011, we began 1w offer “Guarantee Net Security,” The “Guaranice Net Security™ is o

comprehensive securify service that offers abundanl security functions at an economical price. These

functions include virus and spyware countermeasures as well as phishing scam countermeasures and web
filtering that limigs access to harmiul web sites.

From February 14, 2012, ag an au HIKARI telephone added-value service, we began o provide the

“Telephone Option Pack,™ which offers cusiomers a bundie of convenient services, such as eader 1D and

call forwarding, 4t a package price.

Carporate Services >

+ The Company have started “KDDI MULTT CLOUD,™ a new brand for corporate customers o June 28,
2015, Through this service, we integrate smant devices and applications seamlessty with “high quality™
and “highly credible™ networks and daa centers as foundation 1w previde simple solutions and offer best
working environment (o corporate customers,

« On September 13, 2011, the Company and its subsidinry KDD] Web Comniunications Ine. participated in
Google's new “*Cetting lapanpese Busingss Online™ as a business partaer in dapan. Aimed at promoting iCT
use among small and medium-sized Japanese businesses, the project supports the ereation and operation
of websites for smat] and medium-sized businesses and promotes the use of 1T in husiness. in conjunciion
with “KDD! Matemete Office.” a membership program that suppons the establishment of office [T
enviranments, we will strongly suppost small and medium-sized businesses,

« In October 2011, the Company acquired 85.5% of the common stock of CDNewworks Co., Lid,, of South
Karen, which became & consalidated subsidiary of the Company. CDNetworks is a provider of content
delivery network (CDNY seevices in the giobal market. In addition Lo adding CDN services to our
service lineup, we will also pursue synergies from this acquisition, such as network and facility cost
reductions. 1n addition. as a result of this acquisition, on February 1. 2012, we began to provide “KPDj
Global Content Accelerator,” g CDN service that accelerates the performence and dramatically increases
the refiability and scalability of web sites and web applications.

M

Note:  CDN services realize acceleration of Inlernet communications through temporary caching and delivery of
content using servers ihat are locaied closer to end nsers.
From December 2011, we began offering service at the “TELEHOUSE HONG KONG CCC” a
large-scale daia center in Flong Kong that has a wlal floorspace of 36,000 square meters and meels the
TELEHOUSE global standard. From Januwary 2012, we also began offering service at the “TELEHOUSE
FRANKFURT,” a dita center in Frankfurt, Germany that lias a total loorspace of 67,000 square meters.
Wiih the opening of these data centers. we have 22 overseas TELEHOUSE daa centers in F regions and
14 cities.

Other Business

Operating revenue for the year ended March 31, 2012 decrcased 6.5% year on year to ¥106,873 million.
Operating income decreased 49.6% year on vear 10 4.298 million.

3. Status of major affiliates
UQ Communieations inc. (hereafier: “UQ™), an equity method affiliate of the Company, has recorded
2,265,700 subscriptions (lopped 2 million subseriptions on February 26, 2012) and 19,714 base siations as of
March 31,2012,
The service arca included 100 million peaple as of fanuary 24, 2012, Moreover, il has been extended to
include Tokyo subways and the areas akongside principal railroad lines throughout the country, inciuding the
Tokyo metrepolitan wrca, Chubu, and Kinsai, so tbat WiMAX services can be used in stations and on trains.
Also, we are working to increase convenience with WiMAX on smartphones, tablets, and other devices.



Appendix A, Page 96 of 171

b Aprdd 2011, Jupier Telecommunications Co.. Lid, (hereafter: “ECOM™). an cquity method affiliste, began
rafling out 1:COM PHONIE Plus, which uses (the Company’s 1elecommunication netwoerks and LCOM's
cable TV networks, in J:COM’s service areas. From March 15. 2012, in stages, the backbone eircuits linking
1he service arcas of 1COM, which has operatiens in the five major metropolitan areas in lapan, will be
migrated 1o our conselidated 1P core netwerk. thereby strengthening and increasing the reliability of
LECOM's network. First, we will start from e Sapporo-Tokyo, and then in stages we will move on o other
areas, In this way, within 2012, about 70% of traffic will be migrated, and plans ¢all for the migration 1w be
completed in 2043,

The accounts of libun Bank Corporation (hereafier: “)ibun Bank™), an equity method aiTiliatc of 1he
Company, sumbered 1.36 million accounts, 160,000 accounts more from March 31, 2011, and 349.7 billion
ven in deposits, 126.3 billion yen more from March 31, 2011,

From July 2011, libun Bank increased customer convenience by enabling the use of a service for real-time
settiement from Jibun Bank accounts, the “jibun Bank Payment service,” through “au onc toto,” Targeling
individuoi customers, on Qciober 11, 2011, 1he bank olse began offering RMB-denominated foreign
currency deposits via the Internet.

au Jnsurance Company, Limited {hereafier: “au Insurance™), cstablished by the Company and Ajoi Nissay
Dowa Insurance Co., Lid. through joint investment started its serviees on May 23, 2011,

In addition to offering the “My Smart Insurance (Standard Accidental Insurance)” including “¥100 Bicycle
Planw™ and “Leisure Plan,” from November 29, 2011, au lnsurance began to offer My Smart Insurance world

{Overseas Travel Insurance),” for a premivm of ¥500 per day.
Noles: “Smart Value™ is 5 regisiered trademark of Energy Management Corporation.
“WeFi* is a registered (rademark of Wi-Fi Alliance™,
iPhone is a trademark of Apple Ine, The trademark *iPhone’ is used with a license from Aiphone K.K.
“Android” and “Goagle” are trademarks or registered irademarks of Google Inc.
WIMAX is a trademark or a registered trademark of WIMAX Forum,
"GALAXY §™is a wademark or a registered (rademark of SAMSUNG ELECTRONICS Co., Lid.
MOTORCOLA PHOTON and MOTOROLA XOOM are repistered trademarks of Motorola Trademark
Hoidings, LLC.
“BIGNO" is a registercd trademark of Kyocera Corporation.
“Windows' Phonc” is a trademark or a registered trademark of Microseft Corporation,
“Felica® is a repistered trademark of Sony Corporation.
. “Felica” is a contactless 1€ card teclmology developed by Sony Corporation.
. Aterm is a registered trademark of NEC Corporation.

:Jl:l‘-.’JIB-DJM-—
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4. Outlook for the Year ending March 31,2013
The consolidated linancial results outlook of the Companies for the year ending March 31, 2013 is as

follows; (Amgunl unit, Milliong of ven)
Year ended Fargeast, vear ending Increasc Increuse
March 31, 2012 March 31, 2013 {Decreasc) {Decrease) %
Operating revesues 3,572,098 3,580,000 7.901 0.2
Qperating income 477,647 500,000 22,332 4.7
Ordinary income 451,178 490,000 38,821 8.6
Nei ineome 238,604 250,000 11,395 4.8

In operating revenues, lower upit sales of handsets bad the effect of decreasing revenues, but the launch of au
Smartvalue and au Smart Pass expanded the customer base, which had the effect of increasing revenues.
Conseyuently. opernting revenues are forecast 1o increase 10 3,580,000 million on a consolidated basis,

In operating expenses, the Company is forecasting o decline in sales promotion costs due 1o fower unit sades of
handsets. As a resuli, the Company is forecasting an increase in operating income, 10 ¥500,000 million. In
ordinary income. the Company anticipates improvement in equily in prolit/toss ol affiliates and is lorecasting
an increase in ordinary income, (o ¥490.000 million.

In net income. the Compuny anticipates impairment loss on facilities with low utilization and special losses on
about ¥80,000 million in communications [acifities that the Compaony is considering disposing of. Nonetheless.
the Company is forecasting an increase in net income, 1o ¥230,000,

Because lorecasting for the period is difficult due to volalile conditions in the telecommunications market
related 10 competition among carrjers, the Company has not prepared a forecast of consolidoied business results
for the six manths ending September 34, 2012,
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(2} Analysis on Consolidated Financial Position

1. Consolidated Financial Position

Year epded Year ended Inerense
March 31, 2011 Margh 31,2012 {Decrease)
Tl assels ¥3.778,918M A 004, (090 Y225 0900
Sharcholder's equity ¥2.103,331M ¥2,060,746M (¥42.584 M)
Lguily ralia 55.7% 51.5% {4 2%}
Net asseis per share ¥4095.386.23 ¥330,206.73 ¥43,820.50
Interest-bearing debi ¥O70 629M ¥1,044,754M ¥47,124M

Consolidated total assets as of March 31, 2012 amounted 1o ¥4,004,0609 million. an increase of ¥225.090 million
from March 31, 2011. This incrcasc was primarily attribwtable (o factors such as increase in accounts
receivabie-irade.

Total Habilities amounted to ¥#1,875,384 million, an increase of ¥268.3035 million rom March 31, 2011, The
major factors contributing 1o this increase were issuance aof convertible hond-tyjpe bonds with subseription rights
to shares,

As a result of these factors, the sharcholders® equity ratio decline from 53.7% to 31.5%.

Interest-bearing debt as of March 31, 2012 included ¥200,916 miilion of convertible hond-1ype bonds with
subscription rights to shares issued for the yeur ended March 31, 2012,

2. Consolidated Cash Flows

{Amount unit: Millions of yen)

Year ended Year ended increase
March 31 2011 Murch 31, 2012 (Decrease)

Met sash provided by {vsed in) operating activilies 717,353 725,880 $.532
Net cash provided by {used in) investing aclivities (440,543 1484,507) (43,961}
Free cash flows 276,807 241,37% (35,428}
Net cash provided by (used in) financing sctivities (2749.998) (223,931} 54,067
F.ﬂ'e.cl of exchange rale change on eash and cash (2.416) (1,125} 1 291
cquivalenis

Net increase {decrease) i cash and cash equivalents (5.607) 14,322 19,929
Cash and cash cquivalenls a1 beginning of period 165,476 139.869 (5.607)
Cash and cash equivalents at end of period 159,860 174,191 14,322

Nowe Free cash flows are caleulated as the sum of “net cash provided by (used m) operiting aclivities™ and “net cash

provided by (used in) investing activities.”

Operating activitics provided net cash of ¥725.886 million largely duc to ¥454.419 million of income befere
imeonte (axes and minority interests, ¥417,.886 mitlion ol depreciation, ¥207.033 millien ol increase in notes and
accounts veceivabie-irade, 62,003 million of increase in accounts payvabic-other. ¥23.441 million of increase in
notes and accounts payable-trade, #88.625 million of income taxes paid. and ¥33,386 million of income taxcs
refund, ete.

Investing activilies used net cash of ¥484,507 million mainly due 10 ¥318.870 millien for purchase of property,
plant and equipment, ¥75,914 miilion for purchase of inlangible assets, and ¥57.530 mitlion for purchasc of
stocks of subsidiaries and afiiliates, eic.

Financing aclivities provided net cash of ¥225,931 million. This includes ¥201.000 milfion for proceeds from
issuance of converiible hond-type honds with subscription rights lo shares. ¥220,969 million for purchase of
treasury stock, and ¥133,750 million for repayment of fong-term loans payvable, and ¥63,689 million for cash
dividends paid.

The sum of cash flows from operating and investing activities showed a net outllow of ¥241,379 mitlion, down
¥35,428 million year on year.

As a result, 101al amount of net cash and cash equivalents as of Mareh 31, 2012, increased ¥14,322 million from
March 31, 2011, 10 ¥174,191 million.
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Yeur ended Year enided Yam ended Yenr encled Yeny ended
e )] Mareh 33,2008 | Marh 31,2009 | March 31,2010 ¢ March 31, 2611 § March 31, 2012
Sharehotder’s equily ratio 38.5% 53.7% 32.8% 55, 7% §1.5%
Masket eqoity ralio 94.4% 60.0% 36.4% 57.9% 31.2%
1Debt repayiient period (year) 1.0 1.2 i.A 1.4 1.4
Interest coverage ratio 52.7 60 6 597 51.] 56.3

MNoe:
+ Equity ratio: (Total net essets - Stock acquisition rights — Minorily interests) / Total asscls
+ Marker equity ratio: Mirkel capitalization / To1al assets
* Debt repayment period: Interest bearing debt 7 Cash flows
+ Interest coverape ratio; Cish flows / Imerest payments

- Markel capitalization is calenlated by muliiplying the closing stock price al fiscal year-end by the number of shares
owistanding (not including weasusy siock),

+ Cash flows from operating activities in consolidated statements of cash flows are used for operating cash [ows.

Figures for interest-bearing debl cover the amounts of loins and bonds that are secognized in consolidimed balance sheets

and Habilities upon which interest is paid. Further, regarding interest payments, the ameunt of interess expenses paid in

consolidated statements of cash flows is used.

(3) Profit Distribution

Regarding (he return of profits (o sharcholders as one of the privsitics of iis business managemenl, the Company has a basic
policy of continuing to pay slable dividends while maintainiag financial sovundness.

Regarding dividend payments for the vear ended March 31, 2012, the Company has already paid an interim cash dividend
of ¥7,500 per share. In order 16 express pratitude to s sharehelders for their constant support, and in light of an overall
consideration of business development aimed at improving future business resulis, the Company pians 1o pay an increased
year-end cash dividend of ¥8.300 per share, up ¥1.000 year on vear.

Further, for the vear ending March 31, 2013, the Company plans 10 pay out ¥8,56¢ pey share for both interim and year-end
cash dividend, making the full-year smount ¥37.000 per share

Going forward, the Company will work 1o increase the consolidated payont ratio io 25% - 30% range while considering
investment for the sustainable growth remains.

(4) Business Risks

As the Companies pursue i1s business, there are vartous risks sovelved, The Companies take every effort to reduce these
risks by preventing and hedging them

However, there are viwious uncertainties which could bave negative impacts on the Companies’ brand image, liability,

financial position and/or earnings performance such as;

- subscription growth trends out of line with the Companics expectations due lo competition, rival lechnologics and rapid
market shifis

- breach ol obligations regarding conusmications security and protection of customer privacy

- natural disasiers and aceidents including earthquake, tsunani, typhoon, ele.

- revision or vepeal of laws and ordinances novering telecommunications. togerther with related government policics

= gencral degal and  regolatory. ditgation and  patents, personncl reteation and training, retirement bencfils,
assel-impairment accounting, telecommunications secior conselidasion and business restructuring in the Companies

-1~
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The Group comgprises the Company. [18 consolidaied subsidiaries (Japai: 44 compames, overseas: T4 campanics), and 24
aflilintes {fapan: 135 companics, overseas: @ companics). The Group’s main business Hines ace the Mabile Business, which
provides mobile communication services, sales of mebile terminals. and content business, ete.. and the Fixed-tHne Business.
which provides broadband services, domestic and international 1ebecompmmivations services, data center services, ind 1CT
salution serviees, ete. Alfiliaes imelude 21 cquity-method affiliates (Fapan: 14 companies, overseast 7 companics),

The status of the Company, consoiidaled subsidiaries and affiYiates within the Companies business and their relationships with

segments are a8 shown helow.,

<Mobile Business>

Principal services

Majer consolidated snbsidiaries and affHiates

Molnte commiunication domestic | The Company

servieas (voice and dazad,

sates ol mobile terminals.

contest busimess

n WebMoney Corporation

u mediba corporation

o UQ Communications Inc,
o Mobaoku Co., Lad,  etc.

a Okinawn Cellular Telephone Company [JASDAQ]
a KD Technical & Engineering Service Corporation®
a Wire and Wireless Co., L13.

overscas [ m KKBOX. Inc.

<Fixed-line Business>

Principal services

Major consolidated subsidiarics and affiliates

Broadhand services

{FITH services and cable
1elevision services, ele.),
domestic and international
telcconunuicalions services,
data center services, and

1CT sefution services

domestic | ‘Fhe Compaty

n lapan Cablenet Limiled

u Japan Cablenei Holdings Limited

= Chubu Telecommunications Company, [ncorporated

w Okinawa Celiular Telephone Company [JASDAQ)

= Okinawa Telecommunication Network Co., Ine,

w KOD] Teehnical & Engimeering Service Corparation™
u KDD] Web Communications Inc,

a Jupiter Telecommunications Co., Ltd. {JASDAQL elc.

overseas | w KDDJ Amerjea, Ine,
w KDDI1 GLORBAL. L1.C
u KDDI] Eurepe Lid.

u KDDI China Corporation

x KDDI Singapore Pe, Lid,

u KDD] KOREA Coerporation

» Telehouse Intemational Corp. of Eurepe Lid,

n TELEHOUSE haemational Corp. of America

¥ DX Technologies Group Limited [SGX]  elc.

<Otherss

Pringipal services

Major vonsolidaled subsidiaries and affiliates

Call eenter service, and domestic § w KDD] Evolva loc.
research and advanced

develapment

o libun Bank Corporation

r Kolwusai Cable Ship Co.. L1d

x KDD1 R&D Laboralories, Inc.,

r Japan Telccommunication Engineering Service Co |, Lid
» KDDi Teehaolopy Corporation

o Kyocera Communication Systems Ce,, Lul,

ele,

overseas | o MOBICOM Corporation  elc.

Note;  w: consalidned subsidiaries o3 equity-method afTiliate

* KDD) Technical & Engineeriag Service Corporation changed its name to KDD] Engineering Corporation on April [, 2012,
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Mobile Business

{ [domesticl

The Conipany
n Okinawa Cellular Felephone Company [JASDAQ]
x KD Technical & Engineering Service Corporation®
& Wire and Wiretess Co., Lid.
* = WebMoney Corporation

w imediha corparation

0 UQ Communications e,
o Mobaoku Co., Lid,  cic,

[overseas)
e KKBOX, Ine,

Fixed-line Dusiness

[domestic])

The Compnny
u Japan Cablenet Holdings Limiled
= Japan Cablenci Limited
w Chubu Teiccommunications Company, Incorporated
x Oltinawa Cellular Telephone Company [JASDAQ]
= Okinawa Tetecommunication Netwark Co., Tac,
= K DD Technijeal & Engincering Service Corporation®
» KDD1 Web Communications lne,

Loverseas)

= KDDI America, Inc,

» KDDI GLOBAL, LLC

a KDDI Europe Ltd.

u KDDI Singapore Ple. Lid.

n KDDI China Corporation

u KDDI KOREA Corporation

m Telehouse Intemational Corp, of Eurape Lid.

» TELEHOUSE International Cozp. of America
\u DMX Technologies Group Lintited [$GX] el

o Jupiter Telecommunications Co., Lid. JASDAQ]  ete.

S19TU0ISND)

ata center services, And o
dlution services,ele,

Cther Business

{ {domestic)

u KDDI Evolva Inc.
» Kokusai Cable Ship Co., Ltd
= KDDDI R&D Laboratories, inc.

w KDDI Technology Corperation
a Kyocera Communication Systems Co,, Lid.
o libun Bank Corporation  ele.

[overseas)

\O MOBICOM Corporation  ele.

w Japun Telecommunication Engineering Service Co . Lid.

searchand advanced

Note: w: consolidated subsidiaries o; equity-methad affiliae

* KDD1 Technical & Engincering Service Corporation changed its rame to KOOI Enginecring Carporation an April §, 2012,
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3. Management Policy
(1) Basic Mapagement Palicies

+ We aim 1o become a company hat can provide excitement. salety, happiness and smiles of gratitude 1o
peopie in the world by ofTering highly credible networks and value-added products and services,

< The Companies will advance total costomer satislaction (TCSY initiatives thal will heighten the Jevel of
satisfaction among all stakehotders.

+ The Companies will emsphasize cash Tows and work 10 become a company that is atiractive 1o its
shareholders and other investors.

+ The Companies will work 1o establish an cven sounder financial position by making efficient capital
investments and reducing various expenses rigorously.

+ To step up information security, we are working to ensure thorough information management and compliance
and reinforcing our risk management structure.

+  The Companies will actively implement activities to preserve the enviranment—inciuding energy saving.
resource saving. recycling, and preen purchasing—in order to emphasize harmony with the global
enviranment and ereate a rich socicty that is fully in zeeord with human nature.

» The Companies will actively contribule to the development of a rich communications-based society in
adherence with 1he overriding goal of ils corporate social responsibitity initiatives, which seek (o support
secial and economic activifies in alk arcas by providing secure and convenient lelecommunications
services,

(2) Medium-to Long-term Management Strategies, Targeted Managenrent Indicators, and
Important Issues
We will promote our mission as a telescummunication company that supports a lifeline through construction of
telecommunication infrastruciure network that can be recovered in case of major natural disasters, and creation
of BCP upon the experiences of the Great East Japan Ewrthquake,

In repard to five mujor accidents ocewring in the period from April 2011 10 February 2012, the Company has
been directed by the Ministey of Internal Affairs and Communications and by a MIC Haison committee  to
rapidly formulate riporous countermeasures. including recurrence prevention countermeasures, and 1o report on
the results of their implementation and {uture isiGatives. The Company established an  investigative commitiee,
which is led by the president, and targeting the prevention of’ a recurrence, implemented a complete overhaul,
formulaied improvement measures, and implemented them.

The Company expresses is sincere apelogies {or causing trouble and concern for customers and related parties
as a vesull of this series ol accidents, and to provide a comfortable communications environment for cuslemers,
the Campany will continue 1o implement countermeasures 1o {urther increase reliability.

The Companies have formalized “three commilnents™ 1o respond quickly o changes in the operating environment.
while at the same time growing sustainably and (aking the lead in meeting emerging needs.

* “More connected” - We will aim 1o achieve multi-netwark conneetivity by orpanically linking networks
owned by the Companies, including mobile phone. FITH, CATV and WiMAX nctworks, and various devices.
We will also provide a high-speed conmmumication environment and attractive content oplimized for
multi-device access. Al the same time, the Company will enable mubti-use services tailored 10 individual
customer preferences, thereby making ourselves “maore connecied™ 5o customer,

* “More diverse values” -- The angoing profiferation of Internes technologies, led by 1P connectivily, are
spawning FCT needs in a broadening host of ficlds, including medicine, health. education, government and the
environment. By taking a more active parl in various corporite initiatives and lifestyle sspects, the Companies
offer further value to customers.

+ “More global™ - Qverseas, many countries are experiencing robust economic growth, Meanwhile, huernet
diffusion in numerous emerging markets continues 1o Jag. The Companies are working 1o meet the needs of
markets around the world by developing communication-related businesses tailored to individual countries’
culturat and socioeconesiic conditions, and is working toward global information and telecommunication
teehnology (1CT) and building communication environments 1o 1his end.
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To realive these visions, we wilt advinee the full-seale impiementation of the 3M stategy (Multi-network.
Multi-device. Multi-use). which wiil enable customers 1o select o device the meets their own preferences and 1o
enjoy o variely of content through an aptimal sctwark 1hat can be used anylime and anywhere,

Under the Smart Passport Coneepi. which is phase 1 of the 3M Strategy, “au Smart Pass™ and “au Smarivalue™
were launched in March 2012 and bave carned the satisfaction of many customers, Targeting inereases in customer
value by leveraging the 3M strategy as one of our strengths, in the future we will continue 1o enhance netwaorks.
handsets, and service,

In addition, from the year ending March 31. 2013, the sepments have been reorpanized {rom the previous
categories of Mobile Business and Fixed-linc Business. The four new segments have been determined in
accordance with the management approach, reflecting the units for which management resources are allocated and
financial results are evaluated.

< Personal Services >

With the Smart Passport Caneept as its core strategy, through *au Smartvalue™ the sepment will work 1o expand
sales of the Companies™ FTTH services—au HIKARL™ “Commuf@-hikari,” and “au HIKAR] Chura.” In
addition, the segment will sirengthen its relationships with CATY companies and electrie-power related
communicatiens companies. The segment will alse wark 1o expand the au customer basc, achicve gains in
revenues and profits, and maximize the number of FMC 1Ds* x FMC ARPU,

Moving forward, the sepment will werk Lo develop an extensive handsel lineup, including smariphones with
communications furetions that have been enhaneed, such as through tse addition of functions that ave standard in
Japan; high-speed smariphones utitizing au + WiMAX: Wi-Fi routers and other data communications devices; and
tablets. In addition, the segment will work 1o develop and provide innovative new services and new content and
work o expand service areas and further inerease communications quality. The segment will also sirive to rovide
a comfortabic communications environment. at higher speeds than were previously possible, thvough the
infroduction of LTE.

* Number of 1Ds for subscribers to both {ixed-line and mobile.

< Value Services >

The Value Services segment will continue to provide cloud-bascd content serviees, centered on entertainment
services. These will be linked with *au Smart Pass.” for multiple devices and multiple operating systems.
Atthe same time, by citablishing a service platform, moving toward more open services, and nugturing startup
companies. the seament will work to increase the appeal of these services and achieve linked acquisitions of
service subseriptions. In this way, the segmem will strive to maximize Value ARPU,

< Business Services >

The Business Services scament will develop the “KDDI MULTHCLOUD™ brand for corporate customers. provide
cloud solutions that seamlessky integrate across the range from smactphones and tablets 1o networks, data centers,
and apjications. and propose work style reforms o customers. In addition, through Lhe provision of ~Smartvalue
for Business,” IM services for small apd medium-sized companies, the segment will strive (o inerease the number
ol KDDI customers,

< Global Services >

In addition to expanding “TELEMOUSE™ data centers, the Globa Services segment will strengthen ils system for
ihe one-stop provision (o customers of optimal, high-value-added 1CT solutions through the utilization of the
services of consolidated subsidiaries CDNetworks and DMX. In addition, the segment will wark to expand its
customer base, including nen-Japanese companices. In additien, the segment will also work agpressively 1o expand
consumer businesses, such as Internel broadband aperations in emerping countries and MVNG operations in the
118,
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4, Consolidated Financial Statements

{1y Consolidated Balance Sheets
{Amoung unit; Millions o yen)

As ol March 312011 As of Mareh 31, 2012

Assels
Maoncustenl assels )
Nonicurrent assets-lelceamininicaiions business.
Pmpuly plnm and equapment ) )
. Machinery' SR s e e e T 985660 1
Accinnulaled dcprccmuon (2,024,885} {2,174,551)
T I R M R S T e 7 0 ) F IR AR by T YR § VAo
Antenna facilities ] ) 593.43) 623,595
U Actumulaléd depresigtion: v L A s S40.019) s i L (075,288) ¢
o Anlcmw l""u:l]:lle | 353461 348,310
" Local fie faailities*. : T RRMOEL e 1376300
Acwmuldl(.d d::prcudnun (223 349) {245,619)
* Logcakiine Facilitics, net; RN IS T A R LY T 7 B
] [ ong dlslnncc line I1c1l|1|cs ) 106,804 104,491
C U Aceuuilated depreciation < e e s S T e s cog g9y Tt el gy
Lang-distance line facilities, net - 10,002 5480
{Engineering facilities -1 omii iR L LR GA 178 R T T a4 422
_Accumulated dcprccnllon (36,977 (38,692)
. Enginesriig fauimes L TR O S R N L A L R | 25,730
bubmnrmc line facitities” N o ] 35,103 ) . 52390
~“Acgunivilafed depreciation « SR S AR SETY T Y RS RT0Y
] Submaiine line facililies, nel i 0,336 6,519
'.'Bll'llﬂlllg': S -‘!‘ s YT = 42].992 _ e e ._: 426,503\ =
Accumukated dcpl ceigtion (207,174) (221,118)
" Buildings, el o TR T A gT ) oy 90538
Slmclulcs . 79377 X 80587
- Aceonulated dcprccnuqn v SRR IR TGN (49 500): 7
Suucuncq, ncl 32,446 30,987
TLand s TP i ; _w,r;.','2‘42.'7|97‘_ BT ;‘24'9'239”:"_
Construction in pr ugress o o o ) 753,236 . 132,822
© Other tangible Assets’ i LT TS U e e a6 L T 2 e
Au,umulalt.d dcprccnuon o o (82,775) (92,270)
- Othér tamgilbie Assets; tet oLl ? I L BB T T R SE9
Total property, plant nnd eqntpmem ) ) 1,752,112 ] 747..955
. Tivaigilie asgelss =0 L T L R T e T e L
Right o[‘usmg l"1c1][l|t.s 9,120 IG 577
Soflware: - 0T L e T R o 19, 75,084 !
Goodaill 17.563 22,331
“Oihér intangible adseis 70 T T g L A g e
Total mlnuglblc assels ) 228,626 218,361
T{Jld! nonearent dssets: lb]LCO]]!])]UIUCNIDHS busmu:s G 1,980,738 LT DEE 3T
Incidental business Faeilities
Property, plant and equipment - L A OEE R A T
Property, plant and equipment . 231,868 239 lSi
" Accumwilated depreiation. - L LU S T gy asgy 0T U 23,384)
I’rop!:rly, plant ek cqmpmcnl uci 120,769 135,710
Tolat propéry, pheid and eguipment'= 2 LT e 20,369 e L 138790
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(Amuount enit: Millions of ven)

Asol March 31, 2008 As ol March 31. 2012

litangible assels
" Tota) iuanigible assics!
Totat nancwrent assels-incidenial husmcs~
nvestments and ollier asse!s
Investment securitics”
- Stoeks of subsidiaries and affiliates®

lavesiments in capita) of subsuharlcs ‘md aﬂ'h‘llcs o

L nng- tornr prigpaid expanses
Deferred tax fassels
5 Othier. iivestment and other assets”
AHlowanee for doubt ful accounts
“Touil investmenis and other assets -~ "
] otal nnncuru.ul ﬁSSE!S
Cusfentassels o003 0 1
Cash and depusus ]
" “Noles and aceoimis receivable-trade™
Accounts receivable-other
B _'_iﬁlmrblerm SRvesImEnt Sediil
= ‘:upphcs n
" Deferred tax as:.cts
Other current assets”
- “Allowanée for doubtful nccounts - 7
]mni curzein 1Saels
“Total assets :
Liabilities ‘
Noncuncm !mb:lmes i i ‘ S
Bonds payable®

. Convertible bmul-iypc bonds with. subseripiion rights to sharcs EERRSIR

Long-tenn loans 17ay1bl<. ) .
- Provision for retirement bencﬁts ‘
Pravision jor point card certificates
~ Othermonciyrint labilities:
Taotal noacurrent ]l’lblhllL.S

© - Curent Vabilities ™

Current pomon o!‘ noveyrent h.lbllmts
"y Notes’ .'md necolils navnblc Arade’ s |
Short-term Joaps poyable®

CAggounts payablesother 7 o Sl VT e

Accrued expenses

-7 Incorig tases paydble |
Advances received

R !’m\usmn for bosinses . : :

Provision for lass un the Grem Last Fapan i'(ulhqtmku

- Qther current labilities - '
Total current !mbllltu.s

Totl labikities :

-6 -

62,3015 o 0664
143,010 227435
73,808 86,614
CISARNTC. LT asLgls
182 L
224D e
128686 104,829
A9 2T8 T TR T 47,39
(8.103) {9,120}
B R A SRR v L Y 1 k
2,846,819 2,867,126
100,037
960,800
66,286
80,188
65,232
ATIRY
21427
LR O (14,9600
432, 008 1,136,882

LU 78I018 T

149, 991 '

| 00916
414,187 301,266
686 e g
85,197 9,453
66RO g3
599 800 1,034,733
138,799 _ 184,112
GnUOERE i T e L 00,66)
1,304 1486
ST024028 0 e a7 g
14,253 20,370
COIRRIGA A 149771
72437 63931
SRR T 13 | EIE R I Rl 1 73
16,282 1992
Cagla . LR o T as e
607.278 840,630
1807078 0 TRTAIM
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{Amount init: Millioms ol van)

As of March 31,2011

Asof March 31,2012

L Quhscnpimn tights Lo slnrcs

Net assels
Sharehelders” equity
Capital stock
Capital suplus
Retained carings -
Treasury stock
Total slh;u..]mldcm equity . :
Accumilated oiber LO]]I]}ICI)EE]‘.]\'Q ineone

¥aluation difference on available-for “sale-securities

Deferred gains o7 losses on hedges
Forcign ewrency ranslution adjustinent
Total accumelased other com;):chcns:\'c inceme

Minorily inlerests ) }
UTofalmit agsets © o S RN

Tmnl liabilitics and nel assels

141831 141,851 -
367,091 367,104
1,704,170 §.879.087
{125.244) (346,163)
2,087,669 2,041,879
Toageiz 36442
o (670)
L1382y A(16.899) =
15,461 14866
o s0d TERIZE
67,002 66,749
CULIAITHESY Snidn ¢ INIRG
3,778,918 404,009
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(2) Consolidated Statements of {Comprehensive) Income
{Consohdaed Statements af Jncome}
(Amount uiit: Millions of ven)

Year ended March 31, 2011 Yeay ended March 31, 2012

- Operatipg income and loss from felecommimications -
Opcmnnu revenue

Total operating revenue . oL S o 2489403 -0 T 2304135
Opcr'\hngexpenscs _ o ] i )
CBusinessiexpenses’ T T L T 683087 T AU667,48 0
Operating cxpenses 117 3
' A Facilities inaintenance cxpcnscs u Gl co B08,697 G RY L0304 s
Common expenses. o 2,297 1,603
i Adibinismative expenses o e Sl oT0027 s L 320
E>.penmmai and rcscmcil C\pcnscs 8.866 7,676
{ .'Dcpzecmlmn BT Gede T : 423,447 G 389,007
) Noncmrcm 'lsse!smhremem cost 18,540 16,226
: Con)mumcanon Tagilinrfde ™. o 7 i o a62480 0 L TR T ey B
) _"Ia\es and dues o ) 39.500 48731
'I'olnl‘upbrntmgcxpcnscs T T CUUUL1,884.801 T L8479
Nel oper: aung mLomc from lclcconmummmon ] (604,511 549,344
" Operaling Jnl:emw'mdluss fmm mudcnldl bumness BT N R T SR
Operating revesne ‘ o o 945,142 o 1,177,962
SOpbraling expenses L S e e D 24900580
Net eperating Ioss fmm uwademal busmess ] ) (132,599 (71,696)
- Operaiing. nconié - R S e R T T R T T
 Now-operating income .
" inidrest fiedime A e Tl o U R
Dividends & fncome ) ‘ 1,327 ) 1,719
© Gl o invespents in Silent pasmerghi 5 T T oy T N L7 I
Miscellancous income 6,888 9,975
.:Total non-operating incamig T e s T Ty 0,00 R L

Nen- Opcfiil Illﬂ CYPGI'IS(N

- Interest expénses - S T e e glien e e

Equity in losses of affili 19,948 18,297
Miscellaneons’ e\'pg.nscs RN g 2,139 Lol g ks
Total nma-npcmtmg cvpcnw; 41,209 39,785
CaQrdinabyingome; ¢ T T At T e a6 T ASE TR
Lxh aordinary income ) )
"~ Gaiti ob sales pTnahedrrent assets?. 1 L L Tl E s 1,314 T R 1
Gain on sales of:nvcstmcm securmcs 5618 137
Gain on ealive soddwill s 5 7 R PURREE U S R % S - Sna38
Gain on reversal ofsuhscrspllon rights o slnrcs 430 493
Gain or irans!lr froni business divestitures - 0 T N RSAREEN X 1 I
Dividends due to liquidatien of sient partnership contrast - 6,976
" Reversal af plo\qsmn I‘orlms 1 the Greal Enst Japan > - : S T
 Earihquake e R N R : Tl e 6814
Total extinordinary income 2,918 18,442
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{Awount snit: Millions of yer)

Yeir ended March 31, 2011 Year ended March 31, 2012

~ Exteaordinary Joss o : : :
Loss on safes ol‘noncuncm '}sscls - ) (:76

= Impairment [oss® Tt C ) SRR - 7 | A R 0946"
1055 on retirement of noncurrent nsse(s" 31,816 o -
1.0 on'valuptian of iivestment securities - 00 - ST R T s 504 -
L.os5 on sales of stocks of snhsud]-mcs and afTitinves 176 .
o Losson g '|djushncm far clnna:s af accmmtmo Dol R A L P st EAD RN
I standaid.for assél retitement abligations C T ' ]242 SRR BN :
‘Loss on the Greal East Jﬂpﬂll Enﬂ]aqu'ﬂ\c 17,590 4,073
£ Tt cxtram;’dlmr\' pS5EE L I 1 R A
]n:ome before i income h\'es ami mmanty nuuesls ] 345,259 454,419
3 Inetipe dakes-gurrent L TR L e T T T 06 T e e T T2 TR
Income taxes- dctcarcd (21 L380) 30,282
< Tholal imedmetaves S DR L R N B 07,560
Income before minority Inlcrcsls ' 264,022 246,838
FiMianity ntengstsiin come s T e DT e A 5
Het incame 235,122 238,604
-19-
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(2} Conselidated Statemenis of (Comprehensive} Income
{Consofidated Statements of Comprehensive income)
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(Amounl unit: Millions of yen)

Year ended Marcly 31, 2011

Year ended March 31, 2012

Income before minority interests ® &0y LD R 0 T

Othier comprehensive income
Vallation di flerénee on aviilable-for-sale: seenritics
Foreign cureney (ranstation adjusument
Stinge of other r.ompxuhensw neoing.
" nccounted for using ey’ melhml e

Total other LOl)]pIL]]CI]S ive income?

Conipréhensive feone!

Conmprehensive income 'umimhblc 0

- Camprehensive income Attribialie 10 owners oF the parent’ e T

264,022 246,838
S {5,678) - 7090
(1496 3640
R B98)
{13,192) 2_.6:»1
250,829 -2 249,510
' URA3S08 5 T 24000
7.32) 7,540

Comprehensive income ateributable (o minority inlerests
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{(Amount it Milions ef yen)

Year ended March 31, 2001 Year ended March 31,2012

- Shinvehokders' equity -
Capital stock )
- “I3ulant ad the end of previous period - .
Batance a1 the. cnd of current permd
- Capita) surplus : e
Balance at the end of previous pcrlnd
Climges of ilting during the etiod -
Disposal of treasury stock
Tatal chanpésof fiaiis durlng 1hc pcrmd
Balanee al the ond of eurrent period
R-.lnmcd ‘carnings % .
Balance al the cnd of previous pcrlnd
- Changes of iteiis dlarmg ihe period:
Dividends s'rom surplus
e income i
Toal chanELs of ncms during the periad
" Batniice al the end ol'cum.m pcrmd
Treasury stock

. Balapée althe end of | prcvmals perint
Changes ol items during the pesied

Purchase o Lreasury stock

Dlsposa! af treasuzy stock

*Total thangess oT‘:lems durmg lhc permd 5
Hﬂlnnm' al the end nfcmmni perind

" Tonal ehareho]dc:s cquliy

Balance at the end of previous periad

Clnnues ol nnms durmg e perindy!
Dividends from surplus

T er ineonye

Purchase of lrcasury slock

:+ Dispogal nf trcusur\' stok::

Total changes of items durmg lhc crmd

Balanee:; atihe cnd of: currcnl pcrmd

-2] -

AVEST T 4L BRG
NZAKED 141,851
e 6091
: i
362,001 367104
1,506,951 o 1,704‘,170.1
Gl (@ 687):1
i R Y B L Ryt 1- N o
197218 174,917
COLT040T0 s e A8 DRT
LBy ey
(99,999) T U (200,960)
- 50
TE0.900) L . {20815y
{125.239) (346,163)
1,690,650
: o | : ‘(63,587)..
285,022 0 TR eag604
(99,999
57,218 15.989)
2,087,869 - - L2 041,879
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(Amount unil: Millions of yen)

Year ended March 31,203 Year ended March 31, 2812

" Accumulated other comprehensive income

Valuation dilference o available-for-sake seeurilics
Batance a1 the end ol previons period
Changes af items during the period
Net clan,eq af stems other than shareholders' equily
Total chznges of items during the period
Balanee al the end of atirreni poriod
Dcfcmd gains or losses on hedges
Ry ‘Balonce bt ihc end al’ prcvlmle]wrm(i
Changes of items during the period
* 1 Net'chaiges of lems dther than shatelviders' equity
Talzl ¢hanges of 1lems durmg 1Iu: permd
.~ Balance at.the end of clirrgin pcrmd
I'nrcnm currency 1r'1nsi ation 'uhuslmenl
Balanee of thé end ofpr\.waus penod
Cl:11:ges of items during the periad

* ‘Nel ehanges of itéms dthee than sharchotders' cquity’,

Tetal changes of iteins during the pcrmd
| Plante it the end o usrru]t pw.nod ’
) Tmal accumulated other comprehensive i mcmm
* . { Dalanee.at the, end of previows fieriod -
Chnn“es of ilems dunng. the perind
et l.hd!l"CS o
Tolal clmn.l,es al ltems dnr:ng the pcnod
" Dalange 4t ‘the: end of eurrent, ponocl
Subscnpuan n_glus 10 shares
B-ﬂance 111 thie. end of p pre\'mus peripd”.
Chaugu. af flems during (he period
iNét 'changes-ofitems oiher than sharcholdors” cqul;y :
Tatal changes of ilems during the permd
*Balance atthe end ol current period

DA

Mmorlly inferests

A ‘Balance nt the erid of previops peficd
Ch.sm_.t.s of items dunag the peried ) )
" 'Net changes of itans other than sharcholders' equity.. |
Taotai changes of ilems during the permd
- Bulanee at the end of current pu:od P

T nta] net assets

Baolanec at the end of previows périod -
Ch.mgu. of items during the peried
2 Dividetds from surpius
Nel income
. 'Purébhwse of treasiry siock-
Disposal of treasury stock
* Nel changes of items other than shareholders' equity
Total ehanges uf ilems doring the perind
I3ulance ot the énd of current period

_tt.ms other than shart.]m[dua thl]l)" R

Z22 -

34326 . . 2RG12
SSANEY. B e TR

(5,114} 7,830
G186
RSV O

TEL{T08)

(708)

", {676)

Cigras0ys “qi3,182).

UG e Ll T aT16)

(5.932) {3.716)
CUBAE2Y T e 16,899
DI E06 T s
ey ] A0

01,614} T 3.404
TTTBART o L i IRBe6

e VL0
SR L T ey
(10!) 376)
3504 L i e 28

TET L e 67,002
CEREELL L ey
7.885 (253}
TR0 T T S h6TAY
SR O7BAS0 L L T 788
PEERO0B) T (63,687
255,122 . 238,604
CL09,080) T T {230,569y -
- 62
C(AE30Y oo s
93388 (43.214)
S2A7L839 el 2 128,624
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(Amount umt: Millions al’ yen)

Yew entded March 31, 2011 Year ended Maceh 31, 2012

Net cash provided by (used in) operating activiljes -,
Income before income taxes and mmorny :nlercsls
Depreciation and amorlizalion - e
Empairment oss

Amortizationof gagdwill | e b e e

Gain on negative goodwill
L.oss {gain} on sales of nencurient assolss
Luss on retirement ofuuuuurt.nl msus
) _Jncrm‘;e (tlu.rcdSc) in; prm" 'nn fnr
Japun Earthquake 5
Gain on transfer from lmslness dwcsmurcs .

Dividends dueto hquulaunn of‘s:tem parmcmhlp cantiad

Inciease (decrczlsc.) n atlowance for doubtful acconnts
Increase (decrense) in Jrovision Tor. T Lmen‘l henef"
lmerest and dividends i income
Cinterest expenses :
Equity in [c'munos) losses of aiﬁhntc

o T.0ss {gain) on sales- of slacks uf<uhsulmr1cs aud ;l.ﬁl[nlcs

1.oss {gain) o vatuation el m\'csnnem sl,cunues

Inérease (decrc(m) in ])I‘O\'lSiDH jor poml caul cerllrcalcw ?

Decrense {increase) in prepaid pension costs
Deerease (increase) in prepaig expenses:.

Decrease (increase) in notes and accounts rcccwdblc-lr'ldc

Decrease (incrense) in m\-cmortee

Increase (decrense} in notes and accounis myahic—lradu

" Increuse (decrense) in 'u:cmlnts p'tyahlc-othcz‘
§nt.rease {deeresse) in accrued expenses

" incrense {deerense) in advaices recen-ul 1
Qther, net

~ Subtotal - R
Interest and dividends mcomz Jeccwcd )

©Interesy expenges pmd ! :
Income taxes paid

" Income taxes refund : :
Net eash provided by {nsed in) n;}e; .mng ﬂcuwtscs

'M'\ 25‘) . 434419

420318 o 417,886
52,143 _ 9,946
CUMRATE Tl e 2w

CxL) I (238)
SR80y e espg
15,467 S 12964

i 14 2)9) .

(3419
R/ I
1,494 B
LTI e U T Ay
@ien o (2683)
G0 T L e
19948 ' ) Ih,z‘)'.'
368 ' all
1,586 1,738
STREIRET T gy
(31577 {207,033)
R e9as)
23441
2003
A0
G 10356)
4.210) 308
867,701 S 85,247
7578 8,761
09y T (12,882
(143,276) (88,625}
ST T S Y g gt
717,333 725 886
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(Amount Uitz Millions of ven)

Year ended March 31, 2011 Year ondlee March 31, 2002

¢ Pufchase of stoeks of silbsididries ind -1ﬁ' Fiaties, 5

~ - Redémption of boids: |

Net cissh provided by {used in) investing ncliviliéﬁ
Purchise of property. plant and equ:pmcn[
Purchase of trist benefjeiary sigin :
Proceeds from sales of property, pmm 'md cqmpmem

. Purchase. nfm['\nglb]c assels. . Ll T

Purchuse ef investment securilies
Proceeds from sajes nfuwesimem sccurﬂm
Payments for business divestitures

FUILHse L !Il\'b‘sll!l&llt& ne h!lll:l{lld”ﬁb any ap ey
resulting
. inoshanna in eana aflcqaestidetion
o Procecds from purch ‘1 Jnvcstmcnls m sl:bs'
affitiates rosulting in changc i seope ot‘cons i
Payments {or sales of investments in subsidiarics ﬂnd
affiltates resulting m clnngc in scope of consalidation
" Proceeds from 1c;mymenl of i 'cl'ilm_u_nt aud
. quidation of silent parlﬂcrshap comracr =
Purchase of Ionz,—tcrm pre;)ald expenses )
Other, iigp 25 ! . i

Net cash provided by (med m) lnvcsnnﬂ actwmcs

Ncl cash provided hy-(used in) financing acrwmcs
Met merease {decrease) in short-term Joans payah!c
- Procgeds. from’ Iowig-erm fodus; p'ly'zblc
_ch‘\ymenl of [ong’lcnn laang payable
Proceeds from i Issunnee t'hnmh AR

Proceeds from issuance of convertible bond- lypc hnnds wnh

3 suhsuupzmn rlgh!s to shares

Purchase of weasury slock
szh d\\'ldunds yaid. : Fa
Cash dividends paid 1o mmoruy sinleholdcrs
: Pmc:.cd-a ﬁnm stock lssuance mmmonl.y slnn:ho]ders
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(5) Going Concern Assumption

None

(6) Basis of Presenting Consolidated Financial Statements

}. Scope of consolidation
a) Number of conselidated subsidiaries: 118

1) Major consolidated subsidiarics:
Okinawa Cellular Telephone Company, KDDI Technical & Engincering Service Corporation®,
KDDI Evolva Ine. Japan Cablenet Limited, Chubu Telecommunications Co,, Inc.,
KDDI R&D Laberatories, Inc., KI2D1 AMERICA Ine., KDDI Ewrope Lid..
TELEMQUSE Internasional Corp, of America 1.1d., Telehouse International Corp. of Euroepe Lid.,
KDDI China Corporation, DMX Technologies Group Limited, KDDI KOREA Corporation,
KDDI Singapore Pie Lid.
*KBDI Technical & Engincering Service Corporationsschanged its name to KDD1 Engineering Corporation on
April 1, 2012,

{Added) ++ 16 companies due 10 stock acquisition

HKCOLO. NET Limied. WebMoncy Corporation, Evolva Business Support ine.,
Nobot kne., CDNetworks Co., Lid. and its 9 subsidiaries, Telehouse Deutschiand
Gmbl, Kleyer Reai Esiate

++ 1 company due Lo additional purchasc of owned shares
Japan Internet Exchange Ca., Lid.

-+ 3 companies due 1o new establishment
KKBOX nternstional Limited, TELEHOUSE BEIIING BDA Co., Lid, KDDI Open
Inmevation Fund L.~

(Removed) ++5 companies due Lo liquidation
KD International Holdings. L1.C, KDDI International Haldings2, LLC,
KDDI International Holdings3, LLC, KDBI1 Global Media, LP,
MedialF1LO Broadeast Planning liscorporated
++2 companics due to merger
Kawagoe Cable Vision Co.. Lid.: merped by JON KANTC LIMITED
KMN Corporation: merged by CABLE TELTVISION TOKYO, LTD.

¢) Special purpose companies
1) Overview of special purpose companies and transactions made through such companies

The Company has securitized real esiatc in order 1o improve its financial position by reducing
interest-hearing debt. This securitization was condueted using special purpose companies (PSPCs™),
a particalar type of limited liability company.

In this securitization, the Company teased back the real cstate that was transferred.

As of Navember 30, 2071, the Company acquired beneficial interest in trust on land, buildings. ete.,
fram Acbadai Estate Y.K., which is a special purpose company. Accompanying this acquisition, the
anonymous associalion eontract as the operator of the related SPC was terminated, and the Company,
which was an investor in this association, received dividends accompanying the termination of the
anonymous association coustract. The investmem in the anonymous asseciation was seltled in
December 2011,

.25-
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2} Transaction amounts with SPCs during the year ended March 31, 2012
(Aot it Mitlions of yen)

Major transaction amounts Major income and loss
for the vear ondded March 31,
2012 and balance as ol hems Amounts
Murch 31, 2032
Acquired properties’ 14,993 - -
Long-tenn accounts recejvable - - -
Dividend 634
favestments by anonymous Dividends due 1o
ssoiation " | liquidation of silent
pariacrship contract 65,976
Lease ransaction - i Lense pnymenls2 1,112

Male 11 Transaction amounis related Lo the acquired properties are represented as the aequisition cosl.
Note 2:  The Company paid rem Fom April 1, 2014 10 November 30, 201} for the year ended March 31,
2012,

2. Equity method afTiliate

a} Number ol equily method affiliate: 21
) Major equity method affiliates
Jupiter Telecommunications Co., LId., Kyocera Communication Systems Co., Lid.,
UQ Communications Inc.. TEPCO OPTICAL NETWORK ENGINEERING INC.,
Jibun Bank Corporation. Mobaoku Co.. Lid., MOBICOM Corporalion
{(Added) +» 2 companies due to stock acquisition
Branddialog, Ine.. Alliance Imternet Co,, Eid.
(Removed}  ++ | company due o additionsl purchase, resulsing in subsidiary
Japan hinensel Exchange Co., Ltd.

¢} Non equity method affiates (CISC Vostokielecom etc.) are not included within the scope of the equity
method because they are insignificant and their net incomes and retained earnings (the amounts
equivalent o the Company's interest in the companies) do not significantly affect consolidated financial
slatements.

) For equity method compeanies with the fiseal year end that differ from the consolidated fscal year end,
the financial statements for the (iscal vear of each company are used.

3. Fiscal year of consolidated subsidiaries

Among consolidated subgidiarics, the fiscal year end of 74 companies, inchuding KDD!I AMERICA Ine,
KDD! Europe Ltd., is December 31 of cach vear. For the preparation of consolidated financial statements,
the Company uses f{inancial statements as of December 31 and makes adjustmenis as necessary for
consolidation in relation to signilicant transactions during their year-end date and the consolidated year-end
date,

4. Accounting policies
a) Valuation standards and methods for major assels
1} Securities
Bonds intended 10 be held w maturity: amoertized cost method (straight-line method)
Other securities
a):  Other seearitics for which market quotations are available ave stated at fuir value prevailing
at the balance sheet date with wnreatized gains anel Josses, directly inciuded in nei assets.
The cost of sceusities soid is determined by the moving-average method.
b):  Other seeurities for which market quotations are nat available are valued at cost mainly
determined by the moving-average method.
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2) Inventories
Supplics
Stated at cost, Cost is determined by the moving-average method (the method of write-downs
based on the decrease in profitability is applicd in order 1o ealeulte the inventory value on the
balance sheet),

b} Depreciation and amortization for major assels
1} Property, plant and equipment other than leased assets

The Company: Machinery: declining-balance method
Property, plant and equipment other than machinery: straight-Jine methed
Consolidated subsidiaries: Mainly straight-line method
Usefbl life of principle assets is as follows:
Machincry: 9 years
Antenna facilities, Local line facilitics. Long-distance line facilitics, Engincering
facilitics. Buildings, and Structures: 5 10 38 years

2) Insangible assets other than Jeased assets: straipht-line method
Software for internal use is amortized under the straight-line method over he expected uselul lives (3
years).

3) Leased assels

Leased assets related 1o financial leases that do not transler ownership rights 1o the lessees are
amortizad under the straight-line method based on the lease term as the useful lfe and residual value
of zero.

Finance leases other than those, which are decmed to transfer the ownership vights of the leased
assels 1o the lessees, that siarted hefore Mavch 31, 2008, are accounted for by a method similar to that
applicable to ordinary operating leases.

4) Long-term prepaid expenses: Straight-line method

¢) Deferved nssets

Bond issuance expenses: Entire amount of expenses is fully charged at time of expenditure,
d) Significant allowances

1) Allowance o doubiLful accounts

To prepare for uncollecsible credits, general aflowance is recorded based on the actual bad debt ratio,
and spacific allowance is recorded based on the amount deemed (o the uncollectible considering the
colleetitility.

2) Provision for retirement benefits

The amount for employee retivement benefits at March 31, 2011 is based on the estimated value of
henzlit ablipations, plan assels and retirerment benefit trust assets at March 31, 2011,
Prior service cost is amortized on a straight-line basis over the average remaining service Jife of
cmployees {14 years) in the year in which it ariscs and unrecognized acluarial differences are
amorlized on a siraight-line basis over the average remaining service life of employees (14 venrs)
from the vear {ollowing that in which they arise.

3) Provision for point card certiticates
In order 10 prepare for the future cost generating from the utilization of points that cuslomers bave
earned under the poim services such as “au Peint Program,” based on its pasl expesience, the
Company reserves an amount considered appropriale 1o cover possible utilizalion of the points during
or after the next consobidated fiscal yean

4) Allowance [or bonuses

To allow for the payment of bonuses 1o employees, the Company records the standard for estimated
amounts of bonuscs to be paid.

5} Impairment loss on the Great East Japan Earthquake

Amouni [or recovery of assels damaged by the Grear Fast Japan Earthquake that oceurred on March
11, 2011 has been estimaled.
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75 of 130



Appendix A, Page 116 of 171

¢} Foreign currency iransaction

All monetary assets and liabilities denominated in foreign currencies are transinled into Fapanese yen at
the exchange rates prevailing al the balance sheet date. Resuling gains and losses are included in net
profit or loss for the period.

All assets and liabililics of foreign subsidiavies and affiBates are tanslated into Japanese yen at the
exchange rates prevailing ai the balance sheet date. Revenues and expenses for the year are translated
ino Japanese ven at the average exchange rate during the yvear and translation adjustments are included
in “Foreign currency ranshation adjustments™ and “Minority inferests”™ ol *"Net assels.”

1} Amortization of goodwill
Goodwill is amortized under the siraight-line method over a period of 5 to 20 years, However, minimal
amounts of goodwill is recognized as expenses or gains for the year ended March 31, 2012,

2} Cash and cash equivalents in the consolidated cash flow statements
Cash and cash equivalents are composed of eash o hand, bank deposits able to be withdrawn on
demand and short-tenn highty liquid investments with a matwrity of three months or less at the time of
purchase and which bear lower risks from Ductuations in value.

) Others
Accounting method for consumption 1axes
Consumption axes are accounted for using the net method of reporting.

(7) Changes in Accounting Policies

From the year ended March 31, 2012, we have applied she “Accounting Standard for Eaming Per Share™
{(Accounting Standards Board of Japan [ASBIT Sistement No.2 of June 30, 2010), the “Guidance on
Accounting Standard for Earning Per Share” (ASBJ) Guidance No.d of fune 30, 2010), and the “Practical
Solution on Accounting for Earnings Per Share” (ASBJ PITF No.9 of June 30, 2010).

To caleulate diluted net income per share. we have changed the method 1o include potential services offered by
the employecs in the fair valuation of stock options of payment when exercising the right regarding stock
options whose rights are secuwed afier certain period of emiployment,

Information about the influence of this change is included in the “Por Share Information™ section,

(8) Changes in Presentation
{Consolidated Balance Sheets)
“Income {axcs receivable” listed in the vear ended March 31, 2011 has been included in “Accounts
receivable-other” as il has become less significant from 1he year ended March 31, 2012.
As aresult, ¥32,703 million that was recorded as income taxes receivable on the consolidated balance sheets in
the previous fiscal year has been included in accounts receivable-ather,

(9) Changes in Accounting Estimates

Since August 2006, the Company and Okinawa Cellular Telephone Company bave ofTered a service enables
users lo carry-over unused falk time. The service ullows a specified amount of the free (alk Gme that is
included in she basic monthly rate 1o be carried-oves indefinitely.

The Company and Okinawa Cellular Telephone Company ltave estimated the amount of each month's unused
free 1alk lime that is expected to be used in the [uture, deferred the recognition of that amount as revenue, and
recorded thal amount in the advances received account, Howcever, fiom this consolidated fiscal year, a
sufficient quantity of historical resubts for the estimation of the ameount of unused free talk time that is
expected o lapse in the fiture has been accumulaled, and more detaited estimates of that amount have become
possible. Accordingly. the amount of unused free talk time that is expected 1o lapse in the futwre is deducted
from the nmount of defereed revenue,

As a result. from this [iscal year. this change has had the effect of increasing revenues {fom
Iciccommunications business, operating incoime. ordinary income, and net income by ¥10,361 million.

(10) Additional Information

{Application ol he “Accounting Standard for Accouating Changes and Error Corrections™ and others)
For the accounting changes and crrar corrections made in afler the beginning of the year ending March 31,
2012, we have applicd the ~Aceounting Standard for Accounting Changes and Eyror Corrections™ (ASB)
Statement No.24 of December 4, 2009) and the ~“Guidance on Accounting Standard for Accounting Changes
and Error Corrections™ (ASBI Guidance No.24 of ecember 4. 2009).
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(11} Notes for Consolidated Financial Statements

Consofidated linancial statoments of the Company are prepared under the “Repulations concerning the ferms,
forms and preparation methods lor quanerly consolidaied financial statements™ {Ministry of Finance
Ordinance No. 28. 1976, herein afler “Regulations for consalidated financial statements™), and in accordanee
with these regulations and the “Rules lor teleeommunications business aceounting”™ (Ministry of Posis and
Telecommunications Ovdinanee No. 26, 1985).

{Consolidmed Balance Sheets)

Note b2 Reduction entry amount of noncurrent usscls

As of March 31, 2011 As of March 31,2012

Reduction entry amount due 10 contribut:an for construction X120 YI38M
{cumulalive total) ¥18,116M ¥16,862M

Note 2: Notes relating to affiliates
The smownts that zelate 1o subsidiaries and affiliates and vhat are included in respective items are as

follows.
As of March 31, 2011 As of March 31, 2032
Stocks ol subsidiaries and affilintes ¥356,887M ¥351.815M
{of which investmens in joinlly controfled entitses} ¥659M ¥687M
Investments in capital of subsidiaries and affiliates ¥182M Yi85M

Nete 3: Contingent liabilities

As el March 31, 2011 As of March 31, 2012

(1Y Guarantor liabilitics, ele.
[As a puarantor for loan oft}

UQ Communications Inc. and others ¥118,873M ¥146,9353M
{linbilitics denominated in foreign currencies inchided) - KW2,000M
{2) Coatingent liabilitics existing in cable system supply conlract 34,137 ¥4,109M
(liabilitics deneminaled in foreign cerrencics inelnded) USE50M DS550M
{3y Contingen liabilitics sesubting Gom he liquidation of Minex ¥479M ¥377M
Corp. (liabilitics denominated in foreign currencies included) USEM US54M
(1) Contingent liabilities for notes receivable-trade discounted - Y207
(liabilities desominated in foreign currencigs included) - USESM

Note 4; Assets pledged as collateral and liabiities with collateral:
{'Fhe Company)

In compliance with the provisions of Article 4 ol the Supplementary Provisions to the Law Concerning
the Rationalization of Regulations in the Telecommmications Field, the 1otal assets of the Company
have been pledged as general collateral for corporate bonds issued.

As ol Marelh 31,2011 As of March 31,2012

Bonds #20.800M T y20,000M
(Consolidated subsidiaries)

In accordance with Article 14, Pavagraph 1 of the Act on Settlement of Funds. assets held in trust as
security deposits are as [ollows,

As of March 31,2011 As of March 31,2012

Investment seeuritics - ¥3,005M
Cash and deposits - ¥2.000M

.29 .
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Assets pledaed as collaterad

As of March 31,2011 As of March 31,2012

Machinery VIIIM ¥387M4
Locat line facililics W4 70M Y3190
Fogineeriog facilities Y19 ¥18M
Submarine line facilitics YIOM YO
Buildings ¥189M K164
Olber tangible assets ¥112M ¥76M
Investmeni securities ¥3TIM N694M
Onher investments and other assets Y92M Y71M
Cash and deposits - ¥87IM
Shorl-term investment sceurities ¥201M ¥185M
Total ¥2,203M ¥2,904M
{assels denominated in foreign currencies included) Ussiom US§11M
Corresponding liabilities
Long-term loans payable ¥1,599M ¥1,22dM
Current portion of noncurren( Habiities ¥450M ¥372M
Notes and acconnts payable-lrade ¥oM ¥32M
Short-tern: loans payable ¥1.304M ¥1,485M
Tatal 3. 360M 3,1 14M
(Niabilities denominated in foreign currencies included) USS17nd LIS E20M
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(Consolidated Stalessents of ncome)

Note 11 Operating expenses include research and development expenses

Year ended March 31,2013 Year ended Mavch 31,2012

YI3.263M ¥32,855M

Note 2: Gain on sales of noncurrent asscts

Year ended Marels 31, ¥ ear ended March 31,
2011 2012
Gain on sales of rea} estate which acconspanicd sales of idle land ¥1,105M ¥62M
Gain on sales of other Tacilities 2000 ¥10™™
Total ¥1,314M ¥170M

Note 3: Gain on reversal of pravision for loss on the Great East Japan Earthquake
Due to reevaluation, ele, of the details and scope of repairs accompanying the progress of on-site
investipations and restoration work on the disasier-swicken region, this estimate has been changed, and
the provision has been reversed in the amount of ¥6.814 million.

Note 4: Loss on sales of noncurrent assels

Year ended March 31, Year ended March 31,
2011 2012
Loss on disposal of real estate accompanying disposat of tand, etc. - Y¥597M
Loss on disposal of other facilitics. eie. - ¥70M
Tatal - ¥676M

Note 5: Impairment Joss
The Companies mainly recognized impairment loss for the following assels and asset groups.

For the year ended Mareh 31, 2011

i Impainnent
Location Usage for Type
lass amotinl
The Company, ete, Telecommunieations business | Machinery, ete.
Facility used for current BOOMHz band ¥13,079M
(Tokyo, Nagoya, Osaka, eic.}
The Company ‘Feleconumunications business | Local line facilhies,
Domestic iransmission line facilities, Engineering  lacilities, ¥17.471M
idle asseis, elc. (Tokyp, elc.} elc,
The Company Telfecommunications business | Machinery, local line
Faeility used for legacy service facilitics, etc. ¥21,200M
{Tokyo. clc.)

Fhe Companies calculale impairment losses by arouping assets based on minimam units that have identifizble
cash flows essentially independent from the cash Nows of other assets or proups of assets,

The use of the facility for curremt 800M Iz band will be discontinued from July 2012 due 1o a reorganization of
Frequencies, while transfer of mobile handsets 0 now [requency band is being promoted. Recognizing the
downward wend in subscribers using handsets compatible with such equipments, the book value of those assets
was written down 10 the amount deemsed recoverable, resulting in an extraordinary toss on asset impairment of
¥13,079 million. O which, 12,373 miliion comes [rom machineries and ¥705 million from others.

The recoverable value of these assets for the Companies was estimated based on the usage value, and calculated
ased on a fiture eash flow discoum raic of 5.54%.

In the year ended March 31, 2011, for domestic ransmission sysiem with declining milization ratcs and idle
assels, the book value has been reduced 1o recoverable value. The said reduction is recognized as impairment
loss of ¥17.471 million in extraordinary Joss. This consisis of ¥10,687 million for local line facilities, ¥4.485
million for enginecering facilities and ¥2.298 million for others.

Further, the recoverable amount for the sajd assets is estimated based on the net selling price, The caleulation of
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marke? vatue is hased on appraised value aad mher factors. with the value of assets that ave difficuil 1 sell or
convert Lo other uses set at Y0,

Due 1o the woersening markel envirorment and the downward trend In the subscribers of # part of legacy
services in the Fixed-line Business during the year ended March 31, 20EL, the Commany sct ap a cash
managemet sysiem for cash flows pencrated by such equipment, and pooled these assets int an independent
assel prouping.

Recognizing the warsening maeket environment and the downward trend in the subscribers, the book value of
those assels wis written down 10 the amount deemed recoverable, resulting in an extraordinary loss on nsset
impairment of ¥21,209 million. Of which. ¥10,468 million comes for machineries, ¥7,753 million for loeal line
tacilities, and 2,987 million for others.

In addition, impairment Joss of 3380 millien on business assets in certain subsidiaries was recognized in
extraordinary loss. This consists of ¥93 million for jong-distance line facitities, ¥84 million for buildings, ¥79
million Tor machinery, ¥77 million for local line facilities. and ¥44 miliion for others,

FFor the year ended March 31, 2012

X . Impainnent
Location Usage for Type
loss amount
The Company Telecommunications | Local line facilities,
Domestic ransmission Yinc facilitics, busingss Long-distance dine facilities. ete. ¥8,513M
idle assets, ete, {Tokyo, etc.)

The Companies caleulate impairment losses by grouping asseis based on minimum units that bave identiftable
cash flows essentially independent from the cash flows of other assets or groups of assels,

In the year ended March 31, 2012, {or domestic ransmission system with declining ulilization rates and idle
assels, the book valie has been reduced to recoverable value. The said reduction is recognized as impairmen
loss of ¥8.515 million in exwavrdinary loss. This consists of ¥4,454 million for local line facilities, ¥1.940
willion for fong-distance linc facilitics and ¥2,119 million for o1hers.

Fusther, the recoverable amount for the said assets is estimated based on the net selling price. The ealculation of
markel value is based on appraised value and other faclors, with the value of asseis that are difticult 10 sell or
converl 10 other uses sct at 3.

In addition, impairment loss af ¥1.431 miltion on business assets in certain subsidiaries was recognized in
extraordinary 1oss,

Note 6: Loss on retirement ol noncuirent assets

Year ended March 31, Year ended March 31,
2011 212
Facility used for current 860MHz band $28.383M -
Facilivy used for legacy service ¥3,256M -
Othicrs ¥176M -
Tatal ¥31,816M -

MNote 7:  Loss on the Great East Japan Earthquake
For the year ended March 31, 201)

It is for recovery of assets damaged by (he Tohoku Region Pacific Coast Basthquake that occwred en March 11,
2011, It includes loss and recovery cost of au base stations, domestic cable and others, suppor cost 10 ageneies.
and ather recovery costs. 1y includes ¥16,282 million in wansfer for losses on the Great Enst Japan Farthquake.

Forihe year ended March 31, 2012

1 includes cost of handset replacement of vieiims and other recovery cost of the Greal East Japan Earthquake
on March 31, 2011,
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{Consolidated Statements of Comprehensive Income}
For the year ended Mareh 31, 2012

Amount of reeycling and amount of inconie tax effect associated with other comprehensive income

Valuation difference on available-for-sale securities

Amount recognized in the period under review ¥6,846M
Amount of reeycling ¥448M
~Before income iax effect adjusiment ¥7,295M
sAmount af income tax effect {¥104M)
Valumion difference o svailable-for-sale securitics ¥7.190M

Farcign currency Lranslation adjustiment

Amsun! recognized in the period under revicw (¥3.610M)
Amount of recycling -
«Before income tax cficel adjustment {¥3,640M)
«Amount of incame tax effect -
wForeipn currency translation adjustiment {¥3,640M}

Share of other comprehensive income of associates accounted for using equity method

Amountrecognized in the period under review (¥1,118M)
Amount ol recycling . ¥210M
Share of other comprehensive income of
associates accounted for using equity method (¥BO8M)
* = * Jotal otlier comprelicnsive income ¥2.651M
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(Consotidated Statements of Changes in Nel Agsets)
For the year ended Mareh 31, 2018
1. Total number and type of shares outstonding and total number and type of reasury siock

Asof Increase during Ihe year | Decrense during the year Asof
Narch 31,2810 ended Marel 31, 204 ended March 31, 2011 Mareh 31,2011
Sharcs outstanding
Commeon siock 4,484,818 - - 4,484,818
Total _ 4484818 - - 1,484 818
Treasury stock i
Commaon stock™* 30,705 208,271 - 238,976
Tolal 30,705 208.271 - 238,976

Mote: The increase of 208.271 shares in the Company's holdings of'ils ows shares of common stock resuited from the
Company's acquisition of ils own shares in accordance witl a resofulion at a meeting of the Board of Directors hetd
on Cetober 22, 2010.

2. Subscription warranis and own share option

Number of shares subject 10 subscription warvams
Breakdown of Tyi?es .o!'.slmrl:s Increase | Decrease Batance as of
subscription subje_u ta As of dun.ng fhe | during the Asof March| March 31,
warrants subscription March 31, | year ended | vear ended 3% 2011 2031
WaTTANlS 2010 March 31, | March 31, o
2011 2011
The Company | Subscription
(pasent wirrants as stuck - ¥1410M
COMPRNY) oplions
. Subscripuan
CDI]S:O]'I(I.‘:‘\IG(I wumun's as slock - YG4M
subsidiarjes N
aplions
Total - 5,504 M
3. Dividends
(1) Cash dividends payments
Resohuion Type of shares Total dividends Dividends Record date Effective dme
per share
June 17, 2010
Annual eeting of | Commen stock ¥28.951M ¥0,5G0 March 31, 2010 June §8, 2010
sharcholders
QOctober 22, 2010
Meeting of the Board | Ceinmon stock ¥28,951M ¥6,500 September 30, 2010 ] November 19, 2010
of Direclors

(2) Approval of dividends payments for which the secord date is in the fiscal year under review and the
effective date is in the following fiseal year is planned as follows

Resoiution Type of shares rf““' . Dividend DW“_I':“fiS Reeord date Effective date
dividends re50uUICe per share
June 16, 2811 - .
Annualmeeting of | COMDON ey waam | REWNEd 1 gachn | March 31, 2008 June 17, 2011
) stock earnings
sharcholders
.34 -
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Toial number and 1vpe of shares outstanding and 10lai number and type of treasory stock
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Asofl
March 31, 2011

Increase during the year
ended March 31,2012

Decrease during 1he year
cucled March 31, 2012

Asuf
March 312012

Shares oulstanding.

Commaen stock 4,454,818 4.484,888
__Totat 4,484,818 - - 4,484 818
Treasiry slock
Common stock 238,976 424.§26 96 663,006
Tatal 238,975 424,126 96 663,006

Note 11 The increase of 424,126 sharcs in the Company's holdings of its ows shares of common stoek sesulied from the

Company's acquisition of its treasury stock in accordance with a resalution al a mecling of the Board of Directors

held on Navember 28, 2011,

21 The deercase of 96 shares in the Company’s holdings of its own shares of common stack resulted from the exercise

of stock options.

2. Subsecription warrants and own stock option

- Number of shares subject (o subscription warvants
Yypes ol shares
Breakdows: of subject Lo Increase durs Decsease Bakince as of
subscri‘n\iou WITantS subséri tion | 8 ofMarch 11:1::';1{1"' cl:::j during the year| Asof March | March 31,
! ’ wﬂ";:“s 31,2011 Man;.h 1 120]1 ended Marcl 31,3012 2012
c 31,2012
[The Company| Subscription warram
e Company| Subscrip ion warranis as i ) ¥1,037M
pavent stack aptions
company) Convertible bonds due
2015 convertible
2 3 I‘.
bond-type bonds with Cammon 148,579 38979
L, - shares - shares
subscripdion rights o stock . -
N Upgper limix Upper timit
shares (ssued on
December 14, 201 1™
Consalidated | Sabseription warrants
\‘i s Crf ! nis . . ¥O0M
subsidiaries | as stock aptions
“Total - - . - | - ¥1,128M
Note-  Convertible bonds due 2015 convertible bond-type bonds with subscription rights o shaves (Issued on December 14,
2011
t. The mumber of shares rescrved for subseription warrants is the number of shares that would be needed in the
cvent 1liat stock options were exercised,
2. The increase in the nonnber of shares is due 10 issuance.
3. Dividends
(13 _Cash dividends payments
. - - o Divident .
Resoltion Fype of shares l'etal dividends HIBENES Record date Effective date
per share
Tune 16,2011
Annval meeting of Common stock ¥31,845M ¥7,500 Mareh 31, 2018 June 17,2011
sharcholders
Octaber 24, 2011
Meeting of the Board ] Commen stock ¥31,843M ¥7,300 September 30, 2011 | November 21. 2811
of Dircelus

(23 Approval of dividends payments for which the record date is in the fiscal ycar snder review and the
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effective date is in the following fiscal year is planned as follows

Resalution Twpe of shares . l.nlnl Dividend | Dividends Reeard dale Effective date
dividends resouree por share
fune 20, 2012 Commen Retained
Antnal meetsng of ! ¥32,485M " 8,500 iarch 31, 2012 Tane 21, 2012
stock earnings
sharcholders

{Consolidated Statement of Cash Flows)

Note I: Relationship between balance of cash and cash equivalenis and items presented in consotidated
balance sheet

Year ended Maych 51, Year ended March 31,
2011 2012

Cash and deposils account ¥136,921M ¥1060,037M
Securities aceount ¥23201M ¥80,188M
Total ¥162,123M ¥]80,225M
Time deposit with terms execeding 3 months and deposits

with collaters! (¥2,233M) (¥6,033M)
Cash and cash equivalents Y1 59,869M ¥174, 191

Note 2: Major assets und Habilities of company (hat became a consolidated subsidiary throuph the acquisition of shares
Far the year ended March 31, 2011

No significant items 1o be reporied.

For the vear ended March 31, 2012
The brepkdown of assels and liabilities al the poing when consolidation was inilisted due to e conselidation of
WebMoney Corporation as & resull of the acquisition of shares, and the relationship betweesns the amount of the

acquisition of sharcs and the expenditures for the pumpose of the acquisition {net amount), are as foliows.

Cuzrent assels ¥17,901M
Noncurrent asseis ¥3,401M
Gaodwill ¥16,344M
Current linbilities (318.208M)
Minority interests {YB6M)
Amovmt of the acguisition of shares of WebMoney Corporation ¥19,352M
Cash and case equivalents of WebMoney Comporation (¥8.440M)
Expenditires for 1he purpose of the acquisition of WebMaoney Corporation $10,912M

Note 3: In regard Lo the acquired beneficial interest ip trust. accompanying the terminstion of the real esiate
investment (rust contract, the ownership of the assets that had been held in trust were transferred (o the
Company.

Fhese acquired assels were recorded as follows in the noneurrent assets-teleccommunieations business
section of the consolidated balance shecls-machinery: ¥3,065 million; buildings: 6,125 million;

stroctores: ¥97 milliop; land: ¥7,697 million; other langible assets: ¥8 million.

Note 4: Details of major nan-caslh transactions

Amonnt of assets and lisbitities relaled 10 finanee lease ransactions

Year ended March 31, Year ended Margh 31,
2011 2012
Assets related 1o finance lease transaction ¥A.072M Y3,170M
L.abitities relased 1o finance lease ransaction ¥3,950M ¥35,642M

-36-
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{Segment Information)

[Segmenl Information]

1. Qutline ol business segments reporied

The business segments the Companies reports are the business units for sehich the Company is able to abiain
respective financial information separately in order for the Board of Direclors, ec. 1o evaluate regularly in
determining how 1o allocate resources and assess their business performance.

As the Companics is a comprehensive telecommunications company combining mobile and {ixed-line
commiunications in a single company. ils business segments reporied comprise of the “Mobile Business™ and
(he “Fixed-linc Business.”

The Mobile Business provides mobile services {voice and data service), salcs of mobile phone handsets and
content and other services. The Fixed-Line Business provides various {ixed-line communications services,
including broadband services centering in FTTH and CATV aecess fines, long distance and intzrnational
iclecommunications services. In addition. the Companies offers data center services and various ICT solutions
services owtside of Japan.

2. Methad of calcutating sales and income (loss}, idensifiable assets, and other items by business segment reported

Accounting method for business segment reported is the same as presentations on “Basis of Presenting
Consolidated Financial Statements.”

Income by business segments reporied are catculated based on operating income.

litersepment sales are calculaled based on third-party tradiap prices.

. Information on sales and income (loss). idemifiable assets. and other items by business segment reported

For the year ended March 31, 2011
(Amount umit: Millions of yen)

Elimina-

th;]ili:::s ré:;ﬁ]::;i" Sublotal | Others' ‘Total lion and . C{;:;n?{?:-
Corporale
Salcs
Cutside sules 2,582,366 803,589 | 3,385,956 48,389 | 3,434,545 - | 3,434,543
Intersegment sales 8,358 93,601 102,019 (5,736 167,750 | (167,750) -
Total 2,590,724 897,251 | 3,487.975 | 134,326 | 3,602,302 | (167,756) | 3,434,543
Income by business segment 438.885 23,989 462,875 8,529 471,404 5006 471,91}

1dentifiable assets by business | 5 94 103 | 1278.619 | 3,303,012 | 65813 | 3,368,825 | 410,092 | 3,778.918

sepment

Other itens

Depreciation™* 324,486 124,100 | 448,587 1,359 | 449,947 (628) | 440318
Amortization of goodwiil i15 11,253 11,371 2 11,373 - 11,373

investmen! o equity-method
affiliares

ncrease of property, plant and
cquipment and intangible assets’

2,192 336,520 338,712 18,168 356,880 356,880

324,248 99,350 423,799 1,215 425,015 6.332 431,348

Noles: 1. The “Cithers” calepory incorporates operations not inchuled i business sepiments reparied, including call center

business, research and technological development, and othey operations.
2.
(1) Adjustment of segmens income {loss) relers o chminaton ol infersegmenl (ransaclions.
2

—

Adjustments of segintent assets worth ¥410,092 million include company-wide assels of ¥568,260 miltion and
climinations of presenting company. cle. obiigations and climtinations of inter-segment sransactions of (¥152,663
million). The majority of these assets are supius funds provided o companices, long=tesn investments and assets

related Lo administrative divisions

(3

—

Inerease of property, plant and cyuipment and ingangible assels i5 ¥6,532 million mainty from increase in assesy
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related wy management and CoMMON $ysiems,
3. For deprecintion related o company-wide assels, amouis slotiled ta each reported segmest are ¥9.474 million for
the Mobile Businesy mxd ¥6.788 miliion for the Fixed-lme Business.

4. "This iwcludes Iong-ernn prepaid expenses.

For the veay ended March 31, 2012

{Amorn{_unit: Millions of yen)
Ll el T T i s
corporateg

Siles

Chitside sales 2.716,864 218,696 | 3,535,560 36,537 | 3,572,008 - | 3,372,008
Intersegment sales 10,147 96,840 106,987 70,336 177,324 | {171.324) -
Total 2,727.012 | 915,336 | 3,642,548 | 106,873 | 3,749,422 | (177.324) | 3.572.008
Tncome by husiness segment 419,190 33431 472,622 4,208 476,921 | 726 477,647
li;‘l‘!‘l‘bfﬂ""‘ assels by business | 53 080 | 1,326,507 | 3,580,487 | 71,676 | 3,652,064 | 350844 | 4.004.000
Other items

Deprccimion“ 302,880 113,715 416,596 1,669 418,265 (379) 417,886
Amortization of goodwill 2,629 11,422 14,051 223 14,275 - 14,275
st 0 equiy-method 1527 | 320323 | 331831 | 19969 | 351,820 S| 351820
'L“‘lf!'g:;;l,:’Lj:;?l’:f;:‘uh']’i"’:;::f;f 252,853 | 124060 | 377804 | 2422 | 379436 §242 | 387,670
Notes: 1. The “Others” catcgory incorposales eperations ot mcladed in business scgments reporied, including call center

business. research and jechnojogical development. and other aperations.
2.

{1) Adjustment of segment income (loss) refers to elimination of intersegment tansactions,

{2) Adjustments of segiment assets worth ¥351,844 million include company-wide assets of ¥315,163 mitlion and
eliminations of presenting company, ete. abligations and efiminations of inler-segment transactions of (¥163,320
miliion}. The majerity of these asscts are surplus funds provided {0 companies, long-term investiments and asseis
yefated to adminisirative divisions.

(3) Inurease of property, plant and equipment and intangible assels is ¥8,242 million mainly rom increuse i assels
refated to manngement and common sysiems.

3. For depreciation related to company-wide asses, amounts atlocaled (o each reporied segment are ¥7.729 miliion for
the Mobile Business and ¥6,106 million for the Fixed-line Business,

4. This includes long-term prepaid expenses
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(Relagive mlormzation)
For the year ended March 38, 2011

1. Producis and services infornm ation

2. Geographic segment infmmation
1) Sades
Sales mformation Ly geopraphic sepmant is not shown sinee ousside sales in Japan accounted for aver 90% of operating
reveniie on the consolidated siaements of income,
2} Property, ptant and equipment
Property, plant and eguipment information by geographic sepment is not shows since praperty, plant and eqaipment in

lapan accounted for over 90% of property, plant and cquipmoyt on the conselidied balance sheets.

1. Information by major clients

Information by major elients is not shown since outside sales for major ¢lients accounted for less 10% of operating revenue

on the consolidated statements of income,

For the year ended March 31, 2012
1. Producls and services infonuation

2. Geographiv segmen: infonuation

1) Sales
Sales information by geographic segiment is 1ot shown since outside sales in Japan accounted for aver Y0% of operating

revestue on (he consolidated statements ol income.,

2) Property. plant and equipment
Propenty, plant and equipment information by geographic segment is not shown since property, phant and equigment in

Jupan accounted for over 90% of property, plant and cquipment on the consolidated balinee sheets.

3. Information by major clienis

nfornavion by nuor clients is not shown since outside sz rimajor cliznts aceoun or ley % af operating rever
Informtion by major clients L sl utside sales Sor major clients aceeunted for less 10% of operating revenue

on the consoiidited statements ol income.

{Indormation on jmpairment loss in noncurrent assets by business scgment)

For the year ended Maveh 31, 2011
(Amounl_unil:_Millions of yen)

Mobile Fixed-line Oiher L
. . . Corporate Consalidation
Business Business Busimess
hapainment Loss 13,060 38,923 125 30 52,141

For the vear ended March 31, 2012
{Amount_onit: Millions of yen)

wobile Fixed-line iher T
) . Cuorporate Consolidation
Business Busmess Busingss
Impairment Loss 35 9.941 - - 9.946
-30.
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(Information on amortization of goodwill and unanortized batanee by business segmaem)
For the year ended March 31, 201 |

{Amount unit: Miliions of ven)

Maohile Fixed-jine Qther . o
) . Consolidation
Busiess Business Business
Amorlization of pondwili 113 11,255 2 11,373
Balance ai end of period 4,249 60,362 - 64,612

For the yeay ended Masch 31, 2012

(Amount_unit: Millions of yen)

Mebile Fixed-line iher r
R i ) Consolidation
Business Business Business
Amortization of goodwill 2,629 11,422 223 14,275
Balance al end of period 19,485 72,415 - 91,901

(Information on negative goodwill by business segment)

For the year ended March 31, 2011 and the year ended Marchs 31, 2012

No significant items 1o be reported.

(Lease Pavinent)
(As a lessee)

For the year ended March 31, 2011 and 1he year ended March 31, 2012

1. Finance leases

Ne significant itens to be reporied,

2. Operating leases

No significant items to be reponed.

(As a lessar)

For the year ended March 31. 2011 and the year ended March 31, 2012

Finance leases

No significant ilems 1o be reporied.
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{Related Party Transaction)
Transactions with related party
Transactions with the Company and related party

Affiliates of the Company

For the year eaded March 31, 2081
(Amount unit: Millions of yen

Type Campany Head | Capilsl | Percentage | Reladonship Consents of Amount Title of AMOLni
Name Office | Stck for wilh Refoted Transuclion [IH4 Accomn asof
Passession Panty Trans- Muarch 33,
of Vating action 2011
Rights
Gquity- U0 Minamo- | 23,925 | Possession | Debis Dehit 118,700 | - .
method | Commmi-  f ku, Dhirect puarniiee of | guasantec™
Aftiliale | cations Inc | Tokyo 32.3% laans Receiving 262 | Accounts 89
warranice fee recevalle-
ather

Terms and conditions and policies for terms and conditions
Note: Guaraptee amounts for bank borrowings as of year end are shown in the transaction column,

For the year ended March 31, 20)2
{Anount unit: Millions of ven)

Type Company Head | Capital | Percemtage | Relationship Contems of Amoul Title of Amaunt
Name Office | Stock for with Ralated Transaction for Acgount asof
Possessian Party Trans- Marcl 31,
of Voling netion 052
Rights
Equity- UG Minno- | 23,925 | Possession  § Dehit Debit 156,700 | - B
matbod | Comwmuni-  § ky, Direct guaraniee of | guarantec™™
Allime {calions Inc. | Tokyo 32.3% Tuans Receiving 495 [ Accounts 152
warrantes fes receivable-
ather

Terms and conditions and poiicies for tesms and conditions
Note: Guarantee amounts for hank borrowings as of year end are shown in the transaction colunm,

-41 -
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1. Sipnificant companents of deferred 1ax asseis and liabilitiey
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tAmomnt unit: Millions of ven)

As of March 31, 201 As of March 35, 2012
Deferred (ax asscls
Depreciation and amortization 73.268 41.103
Allowance for doubtfu} accounts 19,532 9,326
Disposal of fixed assels 1,877 2,253
Inventory write down 2527 1,267
Impaitment loss 48,333 44,622
Reserve for retirement benefits 4,120 4,356
Allowance for bonus payment 8.367 8313
Accrued cxpenses 2954 3,007
Net operating Joss camried forward 13,186 2,945
Linrealized profits 2,347 2,352
Reserve for point service program 34,578 34,70¢
Accrued enterprise taxes 665 10,807
Aclvances reecived 24,142 20,230
Provision for loss on the Great Zasl Japan Earthguake 5,936 758
Other 10,693 10,471
Cross deferred lax assets 235,750 196,715
Valuation allowance (17,830) (8,035)
Nel deferred tax assels 217,919 188.660
{Deferred tax Hahilities)
Special depreciation reserve (1,093% (1,696}
Net unreatized gains on seeurilies {19,304} (19,659}
Retained earnings for averseas afTiliates (1.270% (1,446)
Acerued enterprise axes reccivable (1,951 -
Gain on transfer from business divestilures - (1,692)
Gilser (2,360} {4.015)
Total deferred tax [iabilitics {26,276) (28,513)
Net deferred tnx assels 191,643 160,146

. Ssmymary of significant difTerences between the statutory (ax rate and the Company’s effective fax rote

As of March 31,201} AsofMarch 31,2012
Effective stiatulery tax sate 40.6% 40.6%
Adjusiments:
Permanently non-deduetible ftems including dividend income 4.2 0.1
inhabitan! tax on per eapita jevy 0.1 0.1
Tax eredit for research and development expenses 0.3 (0.2)
Amorlization of goodwill H] 1.2
Effeet of equity-method investment income 23 1.6
Permanemly non-tleductible items including dividend income 0.1 (0.2)
Reserve for toss bronghs forward Valuauon allowance (1.0 {0.1)
Valuation allowance 1.9 (1.3}
[Zffects ol ax rate differences for subsidiarics (1.9} {0.2)
Reversal of reserve for tax 04 03
liquidation of subsidiaries (137
LEffect of share cxchange - 3.3
Other {0.5) 05
Actal tax rale 23.5 45.7

3. Impact from the change in the comoration 1ax rate. ete.

Due to the promulgation on December 2, 2011, of The i.aw 1o Revise the Income Tax, etc.. in Order 10
Construct 4 Tax System Addressing Changes in the Socio-Economic Siructure (Law Ne. 114 of 2011), and The
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Acl on Special Measures Jor Securing the Financial Resources 10 Imptemen the Restoration from the Tohuoku
Carthquake(Law No, 187 o' 201 1), for Gscel years beginaing on or after April 1. 2012, the corporation ax rate
has been reduced and a special reconstruction corporation tax has been instituted. As a result, the effective
sipuiory 1ax rate used 1o measure deferred 1ax assets and liabilities has been changed from the previous 40.6%
1o 38.0% for lemporary differences expected 1o be climinated during the periad from the fiscal year heginning
on April 1. 2612 ta the {fiseal year beginning on April 3. 2034, and (0 35.6% for temporary differences
expeeted to be eliminated in e fiseat year beginning on April 1, 2015,

As @ resull of this tax rate change the amount of deferred tax assets (net of the amownt ol deferred tax
abilities) decreased by ¥12,006 millian, valuation difference on available for-sale securities increased by
¥2,762 million, and income taxes-deferred mereased by ¥14,769 million.

(Financial Instruments)
1. Stats of nancial instrments
{1} Policy for measures relating to financial instruments
In light of plans for capilal investment, primarily for conduciing telecommunications business, the
Companies raise the funds it requires through bask loars and bonds issvance. The Companies mannge
temporary fund surpluses throagh financiat assets that have high levels of safety, Further, the Companies
raise short-term warking capital through bank loans. Reparding derivatives policy, the Companies' adhese
10 the fundamental principle of limiting wansactions 10 those aciually required and never conducting
speculative (ransactions for trading prodit,

—

(2} Details of financiat mstruments and associated visk and risk management systen

Trade receivables—irade notes and accounts receivable and other accounts receivable—are exposed to
credit visk in relation 1o customers and wrading pariers. For such risk, pursuant 1o criteria for managing
credit exposure, the Companies have systems cnabling the management of due dates and balances of each
customer and rading parther as well as the analysis of credit status.

The Companics are exposed 1o markel price fluctuation risk in relation to investment securitics. However,
those are primarily the shaves of companies with which the Comparies have operational relationships,
ad periodie analysis of market values is reporfed to the Board of Dircctors.

Almost all trade payables—itrade noles and aceounts payable, other accounts pavable, and accrued
expenses—Dhave payment due dates within one year,

Those trade payables are exposed o figuidity risk ot time of settlement. However, the Companies reduee
that rigk by having cach company review fund-raising plans every montls,

Amang loans pavabie, short-term loans pavable are primarily for fund raising related to sales transactions,
and long-term loans pavable are primartty for fund raising related to capital investment and investirent
and financing. Loans payable with variable interest rates are exposed to interest rate fluctuation risk.
However, to reduce fluctuation risk for interest payable and fix interest expenases when it enlers into
long-term loans at variable interest rates—hased on the premisc that requirements for special treatment of
interest rate swaps are met in refation to evaluation of the effectiveness of hedges—in rinciple, the
Companies use interes! rade swap trimsactions as a hedging method on an individual contract basis,

In transsction-related macket risk, the Group's derivative transacliens have the objective of avoiding risks asseciated
with assets and linbilities on the consolidated balance sheets, With intesest rafe transactions, there is a risk ol interest
rate fluciuations

Mareover, in regard to credil risk, the counferparties to the Group's derivatives trensactions are fnancial institutions
with high degrees of creditworthiness, and accordingly the credit risk of nonfdfillment by a counterparly is
considered fo be close (0 zera,

In order to conduct derivative transactions, based on their company's internal repulations and yegulations
slipulating assoctated dewails. finance or accounting divisions must receive approval from those with
final-approval authority as stipulated by avthority-related regulations through consultation via an internal
merao for each devivalive transaction and onty conduct transactions with {inancial institutions with high
credit ralings,

Supplementary explanation of items relating to the market value of financial instruments

The market values of {inancial products include prices based on marke! prices, or. if there are no markel
prices, they include reasonably estimated prices. Becavse estimations of the said prices incorporate
Muctuating facters. applying different assumptions can in some cases change the said prices.

—
L
—
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Amounts recopnized in the consolidated balimee sheel, market values, and the differences are as shown below,
Moreover, items for which it is extremety dilliculiy (o determine market values are not included in the

foliowing table {see (note 2)).

For the vear ended March 31,2011

{Amount unil. Millions of yen

Book value Market value Difference
1} Cash and depasiis 136,921 136,921 -
2} Notes and aceounts receivable-trade 373,508
Abowimce Tor doubiful ascounts' {13,767}
559,740 539,740 N
3} Accounts reccivable-other (8,190 48,190 -
4} Shart-tern investment securitics 25,201 25.201 .
5} Investment securilies
Other securitics 69,722 69,722 -
6}  Stocks of subsidiaries and affiliates 332,360 186,825 (145,736)
Total assels 1,192,337 1,046,600 {143,736)
7)  Notes and accounts payable-trade 63,598 63,508 -
8} Short-term loans pavable 1,304 1,304 -
9)  Accowus pavable-other 192,402 192.402 -
10) Accrued expenses 14,233 14,233 -
11) Income laxes payable 57,764 37,764 .
12) Bonds payable" 414,978 424976 9,997
13) Lang-erm loans paynle” 347,436 351,396 3,960
Toiat liabilities 1,293,739 1,307.696 13,937

i Altowance for doubtful accoumts recognized in notes and accounts receivable-trade is ofTsel.
tir  Bonds and long-term boans payable included in current portion of nancurrent tiabilitics are included.

Note 1: Caleulation of the market value of financial instruments and items relaling to shorl-lerm invesiment
securitics and derivative transactions
1 Cash and deposits, 2) Notes and accounts receivable-trade, 3) Accounts receivable-other,
4) $hort-1emy investment securities
Because, the settfement periods of the above items are short and 1heis market values are almost the same
as heir book values, the relevant book values are used. Further, becasse the credit risk is exiremely
difficult to determine on an individual basis for notes and accounts receivable-irade. allowance for
doubtiai accousnts is regarded as cyedit risk and the book value is caleulated accordingly.,
33 Investment securities, 63 Stock of substdiaries and affiliates
In refation v the market value of investment scewities, for shares the market prices of exchanges are
used.
Further, for information on investment securities calegorized according to holding purpose, please scc the
note *Securities.”
7} Notes and accounts payable-rade, 8) Short-term loans payabie. 9) Accounts payable-other, 10)
Accroed expenses, 11} Income laxes payable
Recause the setilement periods of the above items are short and thelr market values are almost the same
as their hook values, 1he retevant book values are used.
12} Bonds payable, 13} Long-term loans payable
The market vatue of bonds payable is caleulated based on 1rading relerence data.
The market value of iong-term loans payable is calculated hy applying a discount raie 1o the total of
prineipal and interest, That diseount sate is based on the assumed interest rate il 2 similar new loan was
entered into. Because long-term loans payable with vasiable isterest rates are based on the condition that
interest rates are revised periodically, their nyarket values are almost the sume as their book values, the
relevant book values are used.

Note 2; Financial instruments for which it s extremely difficulty (o determine market valye
{Amount unil: Millives of yen)

Book value
Investment securities
Unlisted equity securities 4,176
Stacks of subsidinries and affiliates
Unlisled equisy securilies 24,327
nvesiments in eapilal of subsidiaries and afTiliates 182
-44 -
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Becanse it s recognized thal these do not have market values e that the market vadues are extremcly difficull ¢
deteymine, they are not inciuded in the chart above.

Note 3: Planned redemption amounts afier the balance sheet date for monetary assets and short-lerm investment
securities with monctary asscts and maturity dates
{Amout unit: Millions of ven)

Within | vear Quer | year
Cash and deposits 136.92) -
Notes and accounts receivable-trade 332,505 41,002
Accounts reecivable-otlser 68,030 158
Securities 25,201 -
Total 762,639 41,141

NoteA: Planned repayment amounts afier the balance sheer date for bonds payable, fong-term loans payable
(Amount unit; Millions of ver)

Within | year Qver 1 year
Bonds payable - 415,000
Long-term lodns pavable 133,248 414,187
Total 133.248 829,187
For the vear ended March 31, 2012 (Amouat unit: Millions of ven
Boak value Marken value Difference
1} Cash and deposits 100.037 160,037 -
2} Notes and accounts receivable-trade 760,390
Allowanee for doubtful accots* (14.960)
745,919 745,929 -
3)  Accounts receivable-other 06,286 66,286
4y Short-term investment securities 80188 80,188 -
5)  Investment securities
Bonds inlended (o be held (o maturity 3,005 3,137 132
Other securities 72,371 7231 -
6)  Stocks of subsidiaries and affilinles 326,297 189,567 (136,729
Total assets 1,394,118 1,237,521 {136.597)
7y Naotes and accounts payable-trade 90.661 90.661 -
8)  Short-term loans payable 1,486 1486 -
) Accounts payable-other 273,019 273,119 -
10)  Accrned expenses 20,370 20,370 .
11} Income taxes payable 149,773 149,773 -
12} Bonds payzble 414,988 421,727 12,738
13)  Convertible bond-type bonds with
subscription rights to shares 200916 214,500 13,583
14) _Long-tern loans payable” 414,163 419340 5.176
Total liabilities 1,565,450 1,396,979 31,498

it Allowance for doubiful accoms recognized i noics and accousts receivable-trade is ofTset.
ii: Bonds and lang-ternt Ioans payable included in cwivent portion of nonemyent Jigbilitics are included.

Note 1: Calculation of the market value of financial inswuments and ltems relating 1o shorl-lerm invesiment
securities and derivative transactions
1} Cash and deposits, 2) Notes and accounts receivable-trade. 3} Accounls receivable-other,
4} Short-iems vestment securilies

Because, the setlement periods of the above items are shorl and their market values are almost the
same a3 their book walues, the relevant book values ave used. Further, because the credit risk is
extremely difficull 10 determine on an individual besis for notes and accounts receivable-trade,
allowance for doubtiul accounts is regarded as eredit risk and the book value is caleulated accordingly.

5) Investment securities, 6) Stock of subsidiaries and affiliates

In relation te the market value of investnent securilics, for shares the market prices of exchanpes are
used.
Further, for information on invesiment securitics categorized according to holding purpose, please sec

1

=
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the note “Sceuritics.”

73 Notes and accounts payable-tradle. §) Short-lerm loans payable. 9) Accounts payable-other,
10) Acerued expenses. 1) Income Laxes payable

Because the seitlemen periods of the above Hems are short and their markel values are almost the
same as their boek values. the relevant book values are used.

12) Bonds payable. 13) Convertible bond-type bonds with subscription rights 1o shares, 14) Long-term
loans payable

The market value of bonds payable and convestible bond-type bonds with subseription rights to shares
are calculated based on lrading reference data.

The market value of long-lerm loans pavable is catculated by applying a discount rate 1o the 1otal of
principal and interest. That discount rate is based on the assumed interest rate if a similar new loan was
entered into. Because lung-term loans payable with variable inierest rates are based on the condition
that interes: rates are revised periodically, their market values are almost the same as their book values.
the relevant book values are used.

Note 2: Financial instrumens for which it is extremely difliculty 10 determine market value -
(Amount unit: Millions of yen)

Book value
Investment securities
Unlisted equity securilies 11,234
Stecks of subsidiaries and affiliates
Unlisted cquity securities 25,517
investments in capital of subsidinries nnd aflifintes 185

Beciuse 1t s recognized that these do net have marker valuey and hat the market vatues are extremely difficult 1o
determyine. they are not inelugled in the chart above.

Note 3: Planned redemption amounts alier the balance sheet date for monetary assels and short-term investment
secuarities with monetary assels and maturity dates

(Amount unit: Millions of yen)

Within 1 year Over 1 year
Cash and deposits 100,037 -
Notes and accounts receivable-trade 633,343 107,546
Accounts receivable-other 66,281 3
Securities 80.000 -
vestment securitics B 3,005
Totnd §99,602 110,357

Notc 4: Planned repayment amounts after the balance sheet date for bonds payable, long-term loans payable
{Amaunt unit: Millions of yen)

Within 1 year Chver | year
Bonds payable 65,000 350,000
Convertible bond-type bonds with subscription rights to shares - 200,000
Long-lerm foms payable 112,877 301,286
Total 177,877 §51,286

-4 -



95 of 130.

{Seccurilies)
Bonds intended o be beld o matnjty
[For 1he year ended March 31, 2011

1.

)

None

For the year ended March 31, 2042
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{Amount umi:

Miflions of ven)

e i e Unrealized
'ypes Eook)\nlm Aclual vatues Cinindlass
(1)National bends and
Romds  for which markes local bonds, ele. 3,008 3,137 (132)
value exceeds book value on | (2)Bands payable - -
consolidated balance shects | (3)Otbers . -
Sublotal 3005 EREY (13
X (1 YNational bands ancl
Bonds  for which  market
lacal bonds, et - - -
value docs not exceed book
. (2)Bonds payable - .
waiue on consolidaicd
{3)Others - - -
balsance sheets
Subtotal - . K
Total 3,008 3,137 (132)

Other securitics

JFor the year ended March 31, 2011

(Amountimil: Millions of ven)

Types Book value Acquisition LJE\I'cnlizetl
cosl Gaw/flass
()Stock 52,4935 3,376 49,118
(2)Bonds
Securities for whith book i National bonds anrd
vitlue ol consolidated Toca) bonds, ele. - - -
balagee sheets exceeds §ii Bonds payable - - -
acyuisition cost iii Others - -
{3)Others 250 228 21
Sublotal 52,745 3.604 19140
(1)Stack 17,017 17,857 (839)
(2)Bonds
Securities for which bonk I National bonds and
vilue of consolidmed tocal bonds, efc. - -
balance sheets does not i Bonds payable - -
excerd acquisition cost iii Others 25.000 23,008 .
{3101hers P60 174 {13}
Subtol 42,178 43,032 {833}
Tolal 94,923 46,636 48,287

Nate: I3zcause il is recognized (hat these do not have market values and that the market values are extremely difficuh
in determine, wnlisted equity seourities {Consolidation ¥4,176 mullion® » is not ineluded in the chart above.
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For the vear ended Mareh 31, 2012
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{Amoust unil, Millions of yen)

T Bosk vl Acodisiti st Unrealized
e Nt > -, o~
ypes ook value cquisition cos Gainflass
{1 Stack 71,627 3.509 48,117
s ities for whicl {2} onds
eeurities far wiieh i National bonds and
hook vahie of
local bonds, cle. - - -
consohdated balance .
ii Bonds payable . -
sheels exceads
. i1i Qthers . R N
acquisition cost (3)Others 39 4 4
Subsatal 71,666 3.544 8,122
(1)Stoek 852 2,770 (1,917
. -, . (2)Bonds
Securities for which ) .
i Natienal bonds and
book value of
. lecal bonds, ete, - -
consolidated balance ..
il Bonds payable - -
sheets does ned exceed
it ! il Others - - R
acquisition cos
a (3)Oters §0,042 §0,046 )
Subtotal 80,895 82,817 (1,921)
Total 152,562 86,361 (6,200

Mate: Recause it is recognized that these do not have market values and that the market vatues are extremely difficult to
determine, unlisted equity securities (Consolidation ¥11,234 miltion: « is not included in the chart above.

Cther securities sald

For the year ended March 31, 2011

Amount unit: Millions of yen

Type

Ampunt of sale

Total gain on sale Total loss on sale

Swck

15,717

5,690 -

For the year ended March 31, 2012

{Amount unit: Miilions of ven

Type

Antount of sale

Total gaih on sale Total loss on sale

Stock

3,986

137 89

Tmpairment of investment securities
For the year ended March 31, 2011, the Companies recognized an impairment of ¥368 million on
investment securities (other securities). For the year ended March 31, 2012, the Companies recopnized an

impairment of ¥302 million on investment securities (other securities).

Further, regarding impairment treatment, for securities for which market valtue at the end of the period had
dropped markedly in comparison to aequisitien cost, impairment treatment was undertaken for the amaunt
recognized as required in light of the possibility of recovery.

- 48 -
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(Derivatives)
Markel vatue of transactions
For the year ended March 31,2011 and 1he vear ended March 31, 2012

Na signilicant items to be reporied.

.49 -
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(Stock Opions)

For the vear ended Mareh 31, 2011

1. Deals and scale of the stock aption granted and changes in the scaje

(1) Details of the stock option granted

Appendix A, Page 138 of 171

Company pame

KD Corporation

August 2007 August 2008 August 2009

4™ Stach Option 7" Stack Optien 4" Sk Option
Categary and  numher  of
gramecs
Members of the Board 3 3 ?
View Presidents 19 i8 18
Execulive Directors 25 2/ 32
Emplayees 2,794 2,894 2,95}
Directurs ol whelly
cwned subsidiaries 10 5 7

Type and number of slock
granled

Cammon stock
5,008

Conxnon stack
5,100

Comman stock
5,189

Date of grant

August 10, 2007

August §, 2008

Aungust 10, 2000

Vesting conditions

3

4}

The grantee of slack oplions must be, at the time
of exercise of options, a director, vice president,
exeeutive direclor, senior advisor, naditor or
enmployee  of the Cempany andfor  its
subsidiaries.  However, when  ihere  are
appropriate grounds, such as resignation duc 10
campletion of tenn of office or reaching the age
of tetisement, il will be permitied for the grantee
10 exercise these options witlhii six months from
ihe start of the applicable_period or resignation
or relirement, whichever is later, provided the
exgrcise period is not exceeded,

In the evemt of the demh ol a swck eption
grantee, his ar her heirs may, withis six manibs
from the date af death (until the exmration of the
exercise period), exercise the aptions for vp o
the waximum number of shares of stock
avaitable as of the time of death,

In special cases where il 15 peemitted by the
Company's Steck Option Conunitiee, the grantce
of steck options may exercise heir optinns under
conditions different from those describied in 1)
and 2}

Other canditions are set Torth in the conrnel
concerning the gram ol subscription warcants
mada between the Company and the graniee of
stock options, hased on fhe zesolution of the
meeting of the Board of Directprs,

1} The graniee of stock options must be,  the
time of exercise of options, a direcior, vice
president,  executive  director,  senjor
adviser, suditor or employes of the
Company andfor its subsidianes. Howewver,
when here are approprizte grounds, such as
resignation due 1o completion of term of
office or reaching the age of retircment, it
will b permilled fon the graniee lo exercise
these oplions within six months from the
starl ol the applicable_period or resignalion
or reliremer, whichever is Taer, pravided
the exercise perjod is nol excecded.

2} he the event of tie deatls of a stock aption
grantee, lus ar her hens may, witlin six
months {rom the dale of death {unuf the
expitaion of the gxercise period), exerciss
the aptians for up to fhe maxinum number
of shares of stock availabls as of ke time
of death.

3)  In specinl cases where i1 i5 permitied by the
Comypany's Stock Optiann Commitiee. the
grantee of slack aptions may exercise their
oplions imder condilions  differenl from
those deseribed in 1) and 2).

— From Aungust 10, 2007 August 8, 2008 August 10, 2009
Vesting period To Septensher 34, 2000 Seotember 36,2010 Septembez 3, 2011
mreicn Aarind From Qctober 1, 2009 October 1, 2010 Qcteber 1, 2011
Exereise periad To Sepnember 30, 201) September 30, 2052 Suplember 36, 3015
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Company name 1M Technologies Group Limied
Ocober 2003 Aprit 2008 Naveniber 2008
Stack Optien Sweck Option S1ock Oplion
Category and mrmlxr of granlecs
3 q 4
Mumbers of the Board
Lmplayces 56 13 37
“Typae and number oF stwek granted Common stock Common stock Comnon stock
= 10,220,000 18.000,000 20,000,000
Paie of grant Cewaber 3, 2003 Apri 25, 2008 November 28, 2008
1) Based an the condition of being a diveetar or employee of DMX Tectmology Group Limited or
Vesting conditions 15 group, rghis ol 5036 are vested one vear and hee years sespeclively afier the date of grant.

2y Oiher conditions are pursuunt to the stock acquisition rights repulations of DMX Technolagics
Group Limited

Vesting pesiod .];1:’“ These are no regulations concerning vesing periods
Lixercise neriod F¥rom Octaber 2, 2004 April 24, 2009 November 27, 2009
B n Te May 26 2013 April 36, 2018 November 28, 2018

Note:  Stack aptions have been convesied into equivalent numbers of shares and presented accordingly.

Campany name Wire and Wircless Ca, L1d,
December 2010
17 Stock Qption

Category and number of grantees

Mumbers of the Board 2
Employces 20
Sharchalders 2
- . Conmmaon stock

Fype and number of stack granted 2,200

Date of grant December 1, 2010

(1) Itk the event tha ihe party 10 whom new share subseription rights have been allocated
(hereamafier, “Grantee of New Shane Subscription Rights™ is & ditector or emplovee of Parly
A, said pazsy must &lso held a position as director, nuditor or employee of Party A or its
subsidiany a1 the time these rights are exercised. Howaver, this testriction is fified when there
are appropriate grownds, such as resignation due 16 campletion of term of office or reaching the
age of retirement, upon approval by 1he Beard of Directors of Party A,

(2) In the event of Party B™s death e e period during whrch these new share acquisition nights
may be exercised, his ar her heirs may noi cxereise these new shase subseription rights.
Howewer, this sestriction is liftzd i the heirs have received Board of Directors approval in
advance of thejr allempi o exereise new share subscription rights.

(3) These new share subscription rights may nt be transferred, pledged or alherwise disposed of,

Vesging conditions

{4) Conditions for applying tax exemplion measures under Axticle 292 of the Act an Speeial
Measures Cuncerning Yagation 1o nesw shase subseriptian rights received ore as (alfows.

(i) The total amount paid in exchange for she exercise of new share subscraption rights may nol
exeveed ¥12 millian duting a one-year peciod,

(i} Shares acquired in exchange for the exereise of new share subsgeription rights shall be recorded
via Pany A in the dransfer scemmt ledger (the transfer accomyt ledger leyally preseribed Sor the
transier of bonds, shars, ee.; the same applics below) of the financial instruments husiness
upernior speeified by Pary A or the legally presenbad fnaneial mstilution (hereinafier,
“Specified Financind tnsiruments Business Cperator™), ar such recording shail he received or
held in truss at the siles olTice or business offive of the Speeiified Finanuiz] Instisments
Business Operator ar sinmilar o the shazes shall be held in truss.

. . Frem - . . . .
Vesting period Ta There are no reguiations concerning vasting perivds.
A . Frem Tdecember |, 2011
Exercise perind . -

! io Qctober 29, 20

Noter  Siock optiems have been converted inlo equivalent numbers of shares and presenied zecordingly.

=5Fa
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(2} Seale of stock options and changes in the scake
The Totlowing lists 1he number of sharcs calculated for the number of stock options that existed in the year ended
March 31,2012

1} Number of siock oplions
Company nzme KDDI Corporation
Augusl 2007 August 2008 August 2009
6" Slack Option 7" Stock Option 5" Stack Option

Before vested
Beginning of period - B 5346
Granled - - -
Forfeited - - 19
Vesled - - 5,127
Pvested - - -

After vesied
Beginning of period 4.558 4,805 -
Vesled . - 5,127
Exercised - 2 o4
[xpired 4,558 145 i73
Exercisable - 4,658 4,860

Company sname DMX Techmologies Group Limited

October 2003 April 2008 Novembey 2008
Slock Option Stock Option Stock Oplion

Before vested
Beginning of period - - -
Granted - -
Forfeited - B -
Vested - - -
Unvested B - -

Afler vesied
Beginning of periodt 3,305,544 3,906,838 16,930,00¢
Vesicd - - -
Exereised - 10,000 1,710,000
Expieed - -
Exercisable 3,305,514 3,896,858 15,220,000

Company name Wire and Wireless Co., Ltd,

Decemher 2010
1 §tock Optien

Before vested
Begiming of period 1,402
Gramed -
Forleited 45
Vested -
Unvested 1,357

Adler vesled
Beginning of perind -
Vested .
Exercised .
Expired -
Lxercisable -

~52 .
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{Date of granl}

Company name KID0I Carporation
August 2047 Aupust 2008 Angusi 2009
4™ Stack Option 7ih Stack Option Sth Stock Option
T.xercise price AR79.000 649,000 ¥539,000
Average share price . Y441.500 ¥529.500
2l exerc)se
Faie value wnit price ¥100,549 ¥106,718 Y11128)
{Date of prant)
Company name DMX ‘Teclmologies Group Limited
Ciclober 2003 Apri] 2008 November 2008
Stock Option Stock Oplion Steck Option
Lixercige price SGD 0.6778 SGD 0.2260 SGD 0.0930
Average share price SGD 03150 SGD 03150
al exereise
Fai valie uni price SGDH 0.7900 5GD 0.2500 SGD 0.0900

Company name

Wire and Wireless Co., Lid,

December 2010
1¥ Stack Option

Exercise price 24,000

Average share price
Wl exereise

Fair value unig price
{Date of grant)

2. Method of estimating reasonable price for share options
Consolidated subsidiary Wire & Wireless Co., Ltd,, is an unlisted company, and consequently the
reasonabic price of the December 2011 No. 1 share options of Wire & Wircless is calculated by estimaing
the inwrinsic value. The stock valuation method that is the basis of this intrinsic value estimate is a method in
which decisions are made with veference to the price caleulated in accordance with the discounted cash flow
method. The tetal intrinsic value at ihe end of the consolidated fiscal year, with calculations based on the

intrinsic value of the share options, is ¥0.

3. Method of estimating number of options vested

The number of options vested was calculated by estimating the number of expirations due 1o unvested
options, based on the retirement rate in the year ended March 31, 2012,

4. Amownt and elassilication ol expenses

{Amount unil: Millions of yen)

Year ended March 31, Year ended Margh 31,
2011 2012

Operating toss from Lelecommunications
Business expenses 156 3
Adminisirative expesiscs 109 4]
Others 105 33
Tolal 371 126
Operaling loss from incidenial business 3l 5
Total 31 3
Amount of expenses 402 131

3. Amount recorded as income from the nullification of'r

ights following non-exercise
(Amowt init: Milions of ven)

Year ended Mareh 31,
2018

Year ended March 31.
2042

Gain on reversal of subscription rights 1o shaves

450

493

-5% -
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(Business Combination)
For the year ended March 31,2012

Business Combination due (o acquisition

1. Overview of husiness combination

(1) Name of acquired company WebMoney Corporation
(2) Business aclivitics of aequired company Issuance and sale of server-managed gicetronic money
(3) Main reason for the business combination Targeting the realization of multiple uses under (e 3M stralegy

{Multi-Use, Mubti-Network, Malli-Device), the Company
aceuired shares of WebMoney and made it a consolidated
subsidiary b order 10 enhiznee the setlement platform.

{4) Date of business combination July 19, 2011 (Dae of commencemens of TOBR seftlement)

{5} Lepal form of business combination Acquisition of shares

{6) Name of company after business combinatjon WebMeney Corporation

(7) % of voling rights acquired 97.2%

{8} Main factors in determination ef acquirer Because the 1ype of consideration was cash, the Company, which
. provided the cash, was deterniined 1o be the acquirer.

2, Period for which the acquired company's results are included in (he consolidaled statements of income under
review
July 1, 2011, was deemed 1o be the acquisition date, and accordingly results for the period ram July 1, 2011,
to March 31, 2012, were included.

.

3. Acquired company acquisilion cost: amount and breakdown

Consideration for acquisition ¥19,103M
Costs directly incurred for acquisition ¥248M
Acquisition cosl ¥19.352M

4. Amount of goodwill recognized, basis for recognition of goodwill. method and period for amortization of

goodwilt

{1} Amount of goodwill ¥16,341M

{2} Basis for recognition of goodwill Addidonal fuluye eamings capacity expeeted as a result of future
Lee s e operational development by the acquired company.

(3} Method and period for ameortization of geodwil)  Straight-ine muortization over a perod of 13 years.

5. Amounts and breakdown for assets acquired and habilities assumed in the business combination

Noncurrent assets ¥3A0EM
Cwrvent assets ¥17.901M
Total assels ¥21.302M
Current liabilities ¥18,208M
Total liabilities Y¥ig.208M

6. Approximate amount of the effect on the consotidated siatements of income Tor the fiscal year assuming that
the business combination had been completed at the beginning of the fiscal year,
The approximate amownt of the effeet has been omitted beeause it is nol materjal,

- 54 -
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(Assel Retirement Oblipgations)
For the year ended March 31. 2011 and the year ended March 31. 2012
No signifieant items 10 be reporied.

(Estate Leases)
For the year ended Mareh 38 2011 and 1he vear ended March 31, 2012
No significant items 1o be reported.
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{PPer Share information, e1c.)

[Per share information)
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Year ended March 3§, 2011

Year ended March 31, 2052

Nel assets per share
Nel income per share
Diluted net income per share

¥495,386.23
¥58.449.78
Mot given as the Company has

no potential stocks with dilution
efTect

¥339,206.73
¥58,115.98
¥30,068.91

Note: The following shows the basis of caleulating nef

1 income per share.

Year cnded Mareh 31, 2083

Year ended March 31,2012

Nei income per share

righis to shares)

Net income for the fiscal year ¥255,122M ¥238.604M
——l\.'i—r:)—nclnz‘\' value not rekated 1o comnion _ }

stockholders
Net facame related to consmon sleck Y255 02IM ¥238.604M
Number of weighied average common shares o s ppse
outstanding during the fiscal yvear (shares) 4,387,331 4,103,665
1iluted Net Income per Share
Adjustimem of net income for the fiscal year - (M40
Amartization of boid premiunt (afler deduction of

\ . - (49M)
an ot equivalent 1o 1ax)
Increase in number of shares of common stock - 103,967
(subscription warvants} - 37
{Converlibie hond-type bonds with subscription ) 103.930

Overview of pofonmiial stock nol iacluded in
caleudation of dituted nel income per share heeause
the stock have ne dilution efect

Three lypes of subscription
warrant

-August 2007, 6Lh Stock Option
(4.558 subscription warnrants)
~August 2008, 7th Stock Option
(4,805 subscription warranes)

Onc type of subscription

warranl

-August 2008, 71h Stock Oplion
(4,658 subseriplion warrants)

-Angust 2009, 8th Stwock Opiion
(5.146 subscription warranis)

Y

This is the smount of amaortization for the fiscal year {afier dediecting an amount equivalent (o tax) of the premium resulling

froms the issuance of the bonds ot an mnount higher than the face amouns,

{Changes in Accounting Policies)
From ihe year ended March 31, 2012, we have applied the “Accounting Standard for Earning Per Share™
{Accounting Standards Board of Japan [ASBI] Statement No.2 of June 30, 2010), the “Guidance on Accounting
Standard for Earning Per Share™ (ASBJ) Guidance No.d of June 30, 2010). and the “Proctical Solution on
Accounting, for Barnings Pec Share™ (ASBI PITF No.9 of June 30, 2010).
To calculate diluled net incame per share, we have changed the methed to include polential services effered by
the employees in the fair valuation ol stock options of payment when exercising the right reparding stock oplions
whose rights are seewred afier certain period of employment.
FF this accounting standard, ete., had not been applicd, there would be no impact en the caleutation of net asseis
per share, nef income per share. and diluted net income per share in the previous consoliduied fiscal year.
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(Significand Subsequent Event)
(Notite Concerning Share Split and Adoption of Share-Tracding-Linit Systen)

The Company resolved at the mecting of the Board of Dircctors held on April 25, 2012 concerning share split
and adoption of share-treding-unit system. The details are as follows,

L2

. Purpose of Share 8plit, Adoption of Share-Trading-Unit System, and Partial Changes o Articles of

Incorporation

Teking into consideration the intent of the “Action Plan for Consclidating Trading Unitg™ that was announced
by all domestic stock exchanges of Japan in November 2007. the Company wilt conduct a 1:100 share split
and adopt a sharc-trading-unit system to contribute towards improving the convenience and Hquidily of the
secrilies market that the Company’s stock is listed. Please note that the number of investment units will not
actually change following the implementation of the share split and the adoption of the share-trading-unit
sysiem.

. Share Split

(1) Method of share split
The share split shal] have a record datc of Sunday, September 34. 2012 (because this date fallson a
holiday, for all practical purposes the dale in substance is Friday, September 2§, 2012) and shall involve
the splitting of common shares held by sharehalders whosc rames appear or are recosded in the latest
Registry of Shareholders on the record daie a1 a ratio of 1:100.

(2) Number of increase in shares by share split
Nuniber of increase in shares by share split shall be 99 times the Gnal total number of issued shares on
Sunday, September 30, 2012, The numbers of shares presented below arc based on the total number of
issued shares on Wednesday, April 25,2012,

1) Total number of issued shares before share split 4.454.818 shares
2) Number of increase in shares by share split 443,996,982 shares
3) Total numher of issued shares afier shave split 448.481,800 shares

4) Toal number of authorized shares afier share split 700.000,000 shares

(3} Schedule of share split
1) Public notice dale ol the record date Friday, September 14,2012
2)Record date  Sunday, September 30,2012
* For all practical purposes the record date in substance i3 Friday. September 28, 2012,
3) Effective date  Monday, Qctober 1, 2012

. Adoption of Shaye-Trading-Unit System

(1) Number of shares in newly established share-trading unit
The adoption of the share-trading-umit system shall take efTect on the effective date stated in 2. Share
Split™ above and the number of shares 1o constitule a share-trading unit shall be 100 shares,

(2) Schedule for esiablishment of the new system
Effective date Manday. October 1, 2012
Note: Effective September 26, 2012, the share-teading unit for the Company's shares shall be changed
to 100 shares on the securities exchange.

. Qihers

Per share information based on the assumption that this stock split had beess implemented at the heginning of
Lhe previous period is presented as follows for the previous consolidation fiscal year and the consofidated
fiscal year under review,

Total net assets per share
As of March 31, 2041 ¥4,953.86
As ol'March 31, 2012 ¥5.392.07
Net income per share
As of March 31, 2011 ¥581.50
As of March 31,2012 ¥581.16
Diluted net income per sharc
As of March 31, 201) -
As of Mareh 31,2012 ¥566.69
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o ial cple

(1) Batance Sheets
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(Aot unit: Millions ol yen)

As of March 31, 2011 Asof March 3%, 2012

hons e Submvaring line Tacilinies!

Assels
Noncurrent assels

Nom.umm asscls luiuumnmmcal:ons busnm.:,s T

Plopcuv plant and cqmpmcm
Machinery P
Accumulated dcprccmlmn
Nnchmc.ry net
f\nlenn'\ facilities
Accumuhtcd dcprecmlmn i
Antenna facilitics, net
e Tepniinal fadilites
) Agcunulaled dcptcualmn
RS i 'Icrmmal facll:ucs ‘el
anu] Iize facilities
At.unnul.llcd deplccmhon f::f‘
_Lcml line facilities, net
L ang<distance Ting feilites L
Accumulated depreciation

C+ Long-distange 1ine Tacilities, nel DRt

anncumg Tacilities

saceumilaed depresintion LTI Tk

Engincering fm.llmcs. net

o Accumuluted depmunsmn
L T Subiansg Ting Tagilitieg: net
Buﬁdm;,s

Accumuhicd preciadon

Bmidmgs ne
Slnlcmrcs st RA

. Aceumulated dt.preummn

" Strweures ol e T
Machinary and equ:pmcm o

Acoimiated daprecm[mn ok

Mndmuuy and cqmpnu.ni ncl
- Vehicles T

Aculmnhicd c?cprt.cmtmn

Vt:hlr.lu. ncl LR o R

Tuul‘. fumiture .uld fixtures
“Acenmilated depresintion” i
lco]s I"uzluturc-; 'm(] F\lurLs ncl

CLand ! : R

Leise assels

“Acedmlated depreciation 1
Lease assets, net

(,onsjmcuun in: progn.-:s

Towal propesty, plant and Lqu:pment

'\:-.‘_

-58 -

o kg3 26936780
{1,983,895) (2,131,133)

T RG08MOR T 5627408
584,749 613,706

S{REGEE6) e ST e
347 863 342,137

SAREAR T N TR
(9,461) {8,297)

o 086 S T i T D80
182499 _ 191,854

IR ER0) T 2 (130,713).57
58,849 61,171

SH02,369 1 T 100,088
{93,627) (95,773)

NGRS R T S Ak
61,479

A3T598).7

23,883

(45 $747)

0'294 N BRI .
402,291 j 406, 580
F197827) T T (210598
204,363 196,007
G T T R R R 068
{15,080) (47,704}

L9080 11430,364.0 .
11,654 14,635
JAT000): o e LT L A
634 202
Sk | .":::_,--4 X 054 X ,_':‘: " it -.1054 e
(350) (694)
CSHAL T e R60
75,721 79,216
IR S R T a0y
23,809 21,556
TOEB0800 ST 26,9420, ¢
4,829 4,829
CO@EaR) G e ey
2200 906
S T 0T s sV TR623T
1,638,018 1,627,746
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{Amaunt imit: Millinns of yen)

As of March 31, 2011

As ol March 31,2012

Intangible asscts

4,543

4.94%

Right of using subm'nmc line I.sulnu.s
“Right of using Tacilities : %988 10,457
Sollware 190,819 173,835
“Goadwill - T PR AL I 1,752
- Patentripht ) i i
L Leageheld gl T T SR ICE( R 1,426
Other intangible assets 2,348 2,247
L Tm'\l intangihlé, nssclx . PR BN 220,304 0 B 200720
) Total noncurrent assets- miccommm alions business 1.858,323 1,828.467
. ncidenial busingss: Tatifitics e T N b TR
Pro;x:uy plant and equipment ‘
- Properiy; ]Jl:ml :md cqm))mcn't‘ : 14 ?'0()-‘ ’ :2'5,102 o
Accumulmed dc;)rccm on (93 9] (10,180)
“Property, plant and, cqznpmcnt gt FRITEE 14,921
lu:.ll property, i‘l]dlll m)d eqtu 5,384 14,921
U hutpngible-assets iy B NN R
Tntal !m'mglhlc assels 2.076 10,629
Total nongiieres( péseis- <incidental; imsmcss R R I T T
Invesiments and other assets ] ] ]
Investment seeipities L o : 72,948 0 82,009
Stocks ofstzbs:r.h'u ies aud af}‘lll s 524,429 590,620
> Invesiments'd in c.zpml 3 LT E 1 025 . 434"
Investmenis ji capilal oi'snbsnhnues an 1ff'lmles 1,658 5,63
L ong-e, lo:ms recsivable 0w Fonli T shag0 L
long-term foans rec ivable ﬁ'um Slibhldlal ies and aff'halcs 68,462 44,270
& Long-tr repaidiexpedses ‘ BLAF 90,208 7
. Deferred ux assels ) 123,832 £9,064
. Othicr investaent and gther Asscts CAS60 I e
Allowane for deubtful accounts {7,765) (8,772)
- Tl nvesiments nnd ‘ather asscls_-: . 507,810 CggE0T
TFotal nENEUT cnt ﬂsscls 2,778,39\ 2,799,229
Cmrcnl assets 0l ' : R o
~ Cash and dcpasns N 112 633 55,

““Noles réesivable-iFade RIS G ERG N T T A

Accounts receivable-rade 527,564 707 175
- Akcounts receivable-sle . 226,661 0,677
Income tnxes reecivable ) 32,697 -

* Short-teri invesumen segurjies™ - 0 RS0 " 'B0,000-
Supplics 34,160 61,018
Prepai dxponses” TLRG0 T 283
Deforred Gty assels ] 54,703 30,986

“Short-tenn Joans recciviible 16" subsidiaris and affiliates =5 5 130,643 56,073
Other curren assels 3,343 3454
- Algveance Tor doubtfut dceonnis 1 L(12,683) 7 - (13,266}
Total curremnt ﬁssels 865,733 1,052,662
“Totl asses L SRS 3,644,330 T 3.851:80)
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{Amaount Unit: Millions ol yen)

As of March 31,2011 As ol March 31, 2012

Liabilities ;
Noncurrent linbilities N ) ) )
T Bonds payable o Fa s T e ' 41978 . 349991
Convertible hong- i\'pL bonds wlth suhsulphnn rlghls lo shmus - 200916
-t Long-term’ togiss pnyniﬂc R S s : 407,381 0 o 2_‘5?,5:17-
. L¢.11cobligahuns“ 1,046 ) 206
L Provision for retiremEntbenefifs i nn L T L T TSGR L L AT
Provision for point card certificaies . ) 83,446 89,677
“: Piovision Tovwirrant mnplcled '..onalrucuon‘\'" e e e LA e T 60
Assu xememcnl ubhgauons ) ) ) 1,955 §,865
; T 38007 A6
964,075 99¥ 96?

125,574
s
46,222
112700
235,182
T A
113 )
SR80 s A
19,215
LOTRE09
,86 - - F
SRR & 1 Rt S
16,270

o . 79507
1551512 1787043

S CapitaEog T L D e s s
Cﬂpilnl surp]‘

305576,
61,415
‘367,091,707

chﬂl rehulcd cammg‘; I.-I,'ISP. I T E

Othl rehmcd cammgs

CRT9 A &
Y 1080
IASIeAT T U TkT003.
' N 285 467 280815
“Total refained emmngs DR et T TR T g 06 e ] 86890
'[lcu'zmy stock (125,244) {346,163}
St shareholdersteqaity Fo T e T 2 T T 062,760 -t v e 2, 008,002,

- 60 -
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{Amount Unitz Mithons of ven)

As ol March 31, 2011 As of March 31, 2032
Valnation and transfation atjusunents o :
Vatuation difference on availabje-Tor-sale securities 18,647 33507
“Total valuation and translation ;id_i};slmems T T R T 9RGAT - i 35807
Subscription vights lo shares 1,410 1.037
C o Totalmetassers - oo o e T 002818 U s 2.060,847
Total Babilities and net assels 3,644,330 3,851,891

-4l -
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(2) Statemenis of Income
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(Amew wail, Mithians ol ven}

Year ended March 31, 2011

Year ended Maych 33, 2012

" Operating income and loss fron lelecomnninicalions = ;- 7«
Operatiny revenue

‘Total operating revenue - J2.371432 2278652
_ ()pcr.umg,f.xpclms o )
Business expenses UBT3.8060 P 595,968
Operatimg expenses 43
* Facilities inaitenance expenses =5 ; X S288,280°
. Common expenses ) o 2ma 2,617
L Adminisirativeerptrses: L LT ST ee20 ¢ 6738
Experiment am! resear (.h emc]lses o ) . ] 9277 8,084
" Depregiution ,* T AR IR L R SR i o A03696 e - 368560
Noacursent assets :ellrcmuzl cost 21,867 15,169
- Commninicarion faciiity fee Yngho3s s 374,044
Taxes and dues 37,622 39,827
1 Total opesation expenses 3 1T e 1,793,098 5 21,760,183
" Nes operating incame from 1c|ecommumcauon :\78 2‘-13 318.46¢
~Operating:income an_li Ioss_tros_n mc;d_cnl_ﬂl husmﬂcss S . ERERR T
Operating reveimie 767 310 994,883
TOperating expenses - RS : VTR Y Y 1080912
Nel opcr'umg lerss fmm mcndenmi busmcss (M‘) 964) {86,029}
Opetating income . 00 T VU800 L T i B T A 4y Y
Non-operating income
. " lerest ncome ! B3 o BES
~ jmerest on securities M
Dividends fncome 9,792
Mlscclhnenus income 8.0i0
- Total pon-ejierafing income i B 519,743
Nun-upa:.mug expenses
L Iimterest expenges 1 R - 6,626 "1
[nterest on bonds o 6.005
Miscellaiieons expanses 496
Tolal non- opm .mnE C\pl:HSBS 17.608
_Ordmary ingome’ - 434,575
Extraardinary mcnmL
- G3ain on shies’ ofunncurrem asse G [+ I
Gain on sales of investnent sccurmcs 137
- Cinin-on sules of subsidiarizs aid nfﬂmlcs‘éiocﬁs : De.
Gain on sakes ol subsicharies and nfﬁh'ltcs stocks o123
Giain on veversal of silbseritivi ghts 1o Shares 1 15 ; : 403 -
‘(mm on stock exchange o - 4.908
" Dividends dug.1a hqmdﬂlmnofﬂlen[ pur[nushlp wonfrace: S EECTIRTR 6076
Gain on Provision for loss on the (‘uc'u East Inp-m ]quthquahe - 6,514
"“Total cxraordinary income * : R A T 2318 19627

w62 -
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{Amaunt unit; Millions of yen}

YVear ended March 33,2011 Year ended Mareh 31, 2032

Extraordinary toss : s . S R
L.os5 on saics of nONCUIT cnt asscls - 657
 Tiapaiment foss. ST e L R e TR RS T e A
Loss en retirement ofnnucun‘cnl as-.cls o - 31054 g
" luoss bR va!unuou ofmvcstmcntsucunhes L R T T - I IR OO R B
L.oss on sales of stocks of subsidiarics and 11'#']1‘1!{.5 815 -

L oss on Jiquidation of subgidiaties stk e D TSR
_ Loss on adjusiment far changes of 1cL0unnng \lall(lfil’d ﬁ)r ass o LI20 ) T
Loss'on the Gidar East I apan Earthauake T N L IR T 049
Total extragsdinary | losscs 143,341 13,692
“Income bifore o gangs | Ty A R I ST T aReRe T T TR0

Income taxes-curvent ] 40,434 _ 162,264
IcomeHtaessdRferrer v A T T e S L ST AR YT T L RERg
Tatal income wcs 25,082 190,673
Netincopie ' Tl s o T L e I S Y T Y T
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(3) Statements of Changes in Net Assets
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{Amount unit iMillions of yen}

Year ended March 31 2001 Year ended Mareh 31, 2012

Sharcholders' equity
Capital stock
. Balance at the end of previous period

Balanee ar the end of cursent permd
Capital suplus e
Le"dl capilal surplhus
- Holanie al the ead nl’plumus permd

Balanee al the end of current pcr;od ]

Other capital simplug 4
Balance at lhc cnd ol prcvznus pcrmd
Dmposnl of Ircasury stoik

Tedal changes of Hems dunnn lhc pcrmd

* Bakanceat the end of Llll’rclll pcnqd

Ru'uncd carmngs
ch-\l rehufed c1mmg.s , :
Balance at the end ol’pm\'lmss pesmd

' Bitfaiice at Iha. end ofcurrei periog;

141851 RLTEEY
141,831 141,351
T 05876 0 208676
303,676 305,676
Pl PR
_ m:us 61415
. HEA . i
TBIATS D L G ATT
11,752 ' 1752
I R IR TR T Y

Othr retained Lﬂmmgs

R(.scrvc for a(i\.anced depru:laiwn oF uunclmcm asscls :

Balance at the end nl'prevmus perlod
Changes of ilems duriig 1he: pcnnd

Provision of reserve for advanced deprecnlmn nl noncurrenl ass
“rokal Ehanges ofncms durmg lhepcrmd DN

Hahnce at the end of current pcrlar.l
\ “Resgrve for special: dcprccrmnn
Balance at the end of previous pcnod
Changes nﬁ!clps dufipprihe period, =

627

28
LR

Reversal of reserve for specral dcprcc:,nllon B
“Tolak elianges of itehts: durmg. e pcrlfad :

0w T e
T R

L IBalancc al lhc end ni cun-cm pumd

L Genera] Teserve -
Batance at the end of prc\'luub ;)cnod
(.h.!uﬂcs of: llemsdurmg ihe penud

Provision of generad reserve )
. Tolal changes of liems Suring the period ., "

Balance at the end of current purmd

1080,
C1anem 1331 033
148,100 189,900
Co1d8000 "~ 189,900 ¢
381,035

1,570,933

Rammed eamm"\brongm lomard K i L R A
Balance at the end of previous pc.rmd 235 037 285 46?
Ch.mnes affems during dhe eriod . L - :

Davidends from auiPIus {57 903) (63 6‘37)
* ‘Provision of reserve [or spegial depiediation R N eIV B
Reversal of reserve for special depreeiation %89 125
Provision of reieive for advanced dejreciution of noneurrent ssséls < 1 R 7 BRI {48y, -
Fru\':smn of general reserve {]4H 100} (149,900)
Net tncome - ST 256,825 1511240,836

- 64 -



113 of 130.

Appendix A, Page 153 of 171

(Amount unit Miflions ol yen)

Year ended March 31,2011 Year ended March 31, 2012

Total chanpes of items during the peried = " 7007

B3atance af Ihe end n!’currem pmod
Trensury stock <. R
Batunce at the end of previous pa.rlod
Chanpes ol ilems duringihe periad
_ Purchase of reasury stock
Disposal ol treastiny stock= 0 5y, = 0
‘Fmal changes of ileins r.hlrmg ihe pl:l’IOd
“Balance at the end of carrent’ pcr;ud T
Tola) shareholders' equity i
Dalance ot the end ol‘prcvmus pul’lﬁd e
Changes of items during the p<.nnd
Dividends from suzpi :
MNet mcome ]
Pugehase of reagyny: stock 2.0 -
Dispasal oflrcnsury stack
Total chiiges of fiems durmglhc pcnod
lanlnncc at the end of eurrent permd
Valuation and iranslation: ad]uclmcnt
Yaluatian difference an available- !nr—sale SLcuniles
Balance ut the énd 6 previons. pcrmd PN
Changes of items during the permd
Ner ehmiges of ieing mher Thair shareimlders‘ cqlm).
Total chimges of items during the period
Balance at the end of current perjod: -
Subseription rights 10 shares
Balance sl Ure'end of" pruvmns pcnu
Changes al'ilems during the period
Net changes of iteins oldr thaii: shiakeholders equity.
Total ehanges of items during the period
Balance oiAhe.cnd ol clirréntjperiod .5
Total net assers
Balance at, theend of‘prcvmm])a.rmd o
Changes of ftems during 1he pesiad
Divigenils Troii surplus: 00
Nel mncome
‘Purchase of treasjiry stogk: 177
Bisposal of reasury stock L
Nef changes of fiems other thar $hareholdersteqaity; - <3
Toual changes of items during the pcnod .
Balance it the end nrc\u Fent pcrmd S A

-G5-

R {4,652)

285,467 280,813
@ ) T sl

R BRI T R
9 999) (220,969
Sy el o T g

(99,055} 220,519
RS, 2M) T L (346,063)
CHB63830 T e g 60

FETR 1) JEC I INIRRR LY 1 ¥ 1 7 38

... 256,833 o 249836
LA (90, 900) 5 “220:969)
- 62

98520 - . - . (34,738) .

2,062,760 2.028,002

Ul o sen
(1,333) 7150
L RBGAT o T . 35807

R T
EAR
37
0T
THR0SEYG L e 2 002808
CUSH0RY r O T (6388 O
256823 _ 249836
(99999)[ Do mo%,}).’
:_;(::,393) R B 5,737.'.
97,521 (27,570
TR AD02RIB TI06A.847
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EXHIBIT B

Total Call Mobile

Lifeline Program Verification Form

{Internal Use Only)

114 of 130.



Appendix A, Page 155 of 171

App 1D #:

ey
[ @tal Call
wpmEBEBMN oObDIle
LIFELINE PROGRAM VERIFICATION FORM
INTERNAL USE ONLY

Complete and store this form for all Lifeline applications received by Total Call Mobile {'TCM"). Fill in the information below based upon the
application identified above. To qualify far Lifeline service from TCM, an applican{ must meet the requirements under either Section 1 (Income-
Based Eligibility} or Secticn 2 {(Program-Based Eligibility) below.

1. INCOME-BASED ELIGIBILITY

a) Household Members: {fill in based on response in #3 of application)

b} Maximum Annual Household Income: $ {fill in based an response in #3 of application)

¢} Customer Annuzal Household Income: § {fill in based on response in #3 of application}

d} Documents reviewed (check all applicable)
U] pivorce Decree f Child Supporl Documents O Unemployment / Warker's Compensation Benefits Statements
Ol Pay stubs (most recent three consecutive months) [ veterans Administrztion Benefits Statements
{1 Retirement / Pension Benefits Statements (7 w2 statements

[ social Security Benefits Stalements

e) Based on my review of the documentation provided by the applicant, the applicant is:

__Approved (i.e. the documentation indicates that the applicant earns less than the Maximum Annual Household Income threshold indicated

above)
__ Denied (i.e. the documeniation indicates that the applicant earns more than the Maximum Annual Household Income threshold indicated

above}

2, PROGRAM-BASED ELIGIBILITY
a} Applicant indicaled that the applicant is enrolled in the following programs that are eligible for Lifeline padicipation {must choose at least 1}

(] Federat Public Housing / Section 8 (J National School Lunch Program {free program enly)
O Food Supplement Program/ Food Stamps O Temporary Assistance for Needy Families

[} Low Income Home Energy Assistance Program £ other State Program (list state and program name)
[J Medicaid / Medical Assistance State: Program:

b) Documenis reviewed (mus! choose af least 1)

(7 wotice letter of parlicipation (] erior year's statement of benefits
O Program parlicipation card / document { ] Other official document evidencing paricipation:

c) Based on my review of the documeniation provided by the applicant, the applicant is:
__Approved (i.e. applicant has provided adequale evidence of enroffmen{ in at least one of the programs listed in Section 2(a})

__. Denied {i.e. applicant has NOT provided adequate evidence of enrollment in one of the programs listed in Section 2(a))

3. Certification of Approval or Denial

In approving or denying the application identified above, | hereby cerlify that | reviewed the eligibility documentation provided by the applicant. If
the applicant is approved, | cerlify that | have checked TCM's dalabase fo confirm no prior or duplicate approvals exist for this individual applicant
or this applicani's household.

Signature: Date:
Print Name:

Based on the faregoing, the applicant was;

___Approved for participation in the TCM Lifeline Program

Approval letter sent: By:
__ Denied for paricipation in the TCM Lifeline Program
Denial letter sent: By:
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Compleie and store this form for all Lifeline applications received by Total Call Mobile (“TCM"™}, Fill in the
information below based upon the application identified above. To gualify for Lifeline service from TCM, an
applicant must meet the requirements under either Section | (Income-Based Eligibility) or Section 2 (Program-
Based Eligibility) below.

. Income-Based Eligibility

a) Household Meimbers: (fill in based on response in #3 of application)
1) Maximum Annual Household Income: § (fill in based on response in #3 of application)
¢) Customer Annual Household Income: § (fil] in based on response in #3 of application)

d)} Documents reviewed (check all applicable):

(choices listed here)
e) Based on my review of the decumentarion provided by the applicanl, the applicant is:
___Approved (i.e, the documentation indicates that the applicanl eams fess than the Maximum Annual Household
Income threshold indicated above)
__Denied (i.e. the docementation indicales that the applicant earns more than the Maximum Annual Household
income threshold indicated above)

2. Program-Based Eligibility

a) Applicant indicated that applicant is enrolled in the following programs that are eligible for Lifeline pazticipation
{must choose at least I}

(choices listed here)
b) Documents reviewed {must choose at least |):

{choices listed here}
<) Based on my review of the documentation provided by the applicant, the applicant is:
__Approved (i.e. applicant has provided adequate evidence of enroliment in at least one of the programs listed in
Section 2(a))
___ Denied (i.e. applicant has NOT provided adequate evidence of enroliment in one of the programs listed in
Section 2(a))
3. Certification of Approval or Denia}
In approving or denying the application identified above, I hereby certify that | reviewed the eligibility
documentation provided by the applicant. If the applicant is approved, 1 certify that I have checked TCM’s database

to confirm no prior or duplicate approvals exist for this individual applicant or this applicant’s houscheld.

Signalure: Date:
Print Name:

Based on the foregoing, the applicant was:

___ Approved for participation in the TCM Lifeline Program

Approval letter sent: By:
__ Denied for participation in the TCM Lifeline Program
Denial letter sent: By:
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EXHIBIT C

Total Call Mobile

Customer Service Script
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Total Call Mohile - Customer Service Script

Greeting: “Thank you for calling Total Call Mobile. This is (Representative Name). May
I please have your name and the stafe you are calling from?”
** Representative “Are you calling about a new application or to check the status of a previous
application?”**

» Make sure state is an approved state

If not ** Representative - “T am sorry, we are not currenily providing service in your

state. You can go to www.usac.org/li to find a provider in your state. Click on the Low

Income Households section and then click on find a service provider in your state**

» Ifstatus of application: **Representative - “May I please have your address?”**
v" locate application
v" double check address (make sure the address is valid and correct)
v relate the status to customer
v" note the conlact on the account
» If new application: **Representative - “Great! Thank you for calling Total Call

Mobile,™* and perform the following validatiois.

a) “Are you the head of household?” If not then, “We can only provide service to the
head of household. Please have the head of household call us and we’d be happy to
sign them up.” If yes, go to (b).

b) “Do you currently have wireless or home phone service?” If no, skip the remaining
questions and process application.

¢) (if yes) “Is that a subsidized service or do you pay full price?”

d) (if subsidized) “Is this phone under the Lifeline program? The Lifeline program is
only available for one phone per houschold.” If yes go to (e), if they don’t know go
to (f), if no, go to (g).

e) “We cannot provide you with a second Lifeline phone. If there is a probiem with that
service or you want to be on our service, you must first disconnect your service with
your other provider and then call back to establish service with us.”

f) “Canl ask who your provider is?” Check against the larger Lifeline providers
(Exhibit D, updated from time-to-time).

2) (if not subsidized) *Can I ask who your provider is?” Check against the larger
Lifeline providers (Exhibit C, updated from time-to-time).

If it is evident that they don’t already have Lifeline service then proceed for the
application.
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EXHIBIT D

Model Application/Certification Form (Maryland)
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Channet 1D:

{If Applicable)

meEmEBEIMNMObile

LIFELINE PROGRAM FOR THE STATE OF MARYLAND

To apply for Lifeline through Total Calt Mobile, please compiete this form and submit it to the address a! the bottom of the form. For mere informa-
tion or assistance, call 1-B00-661-7391. When you submit this application, you must include the supporting documentation indicated

below. Supporting documentation will not be returned.

1, CUSTOMER INFORMATION

Firs{ Name:

Home Address:

(PO. Box NOT sufticient)

HemeAddress:D Permanent D Temporary

Billing Address, if different from above;

Last Name:

City: State: _ ZipCode:
Dale of Birth (MM/DDYYYY):

Gity: State: _ Zip Code:

(PO, Box IS sufficlent}

Lasl 4 Digits of SSN:

}- -

Phone Number: {

2, PROGRAM-BASED ELIGIBILITY

Public Aid Case Nusmber (if applicable):

E-mail.

To qualify for Lifeline, you must complete either this Section or Section #3 below. Check ail program{s) thal the person in Section #1 is enrolled
in, if you are qualifying for Lifeline under this Section {i.e. by belng enrolled in at least one of the following programs), you must provide
current proof of program participation with this application. If any member of your household is a National School Lunch participant, you can

check the box for that program.

O Etectric Universal Service Program

() Federal Public Housing / Section 8

[ Food Supplement Program/ Foad Stamps

O Low income Home Energy Assistance Program
™ Marytand Energy Assistance Program

(J Medicaid / Medical Assistance

3. INCOME-BASED ELIGIBILITY

[J National School Lunch Program (free program only)
[ Public Assistance 1o Adulis

[J Supplemental Securily Income

O Temporary Assistance for Needy Families

O Temporary Cash Assistance

£l Temporary Disability Assistance Program

To qualify for Lifeline, you must complete eilher this Section or Section #2 above. To gualify based upon your househeld income, the income of all
your household members musi be less than the amount indicated in the table below. If your househald size is greater than 8, the maximum annual
househald income lo qualify for Lifefine is the income indicated for 8 household members plus $5,157 for each additional household member.

o omores, (31 2 3 (14 15 Os av J8  ___ Specify
Maximum Annual
Household Income:  $14,702  $10.859  $25016  $30.473  $35330 $40,487 $45644 $50.80% S

Customer Annual Household income: §

if you qualify for Lifeline under this Section, attach the prior year’s state or federal tax return for each household member or your most

recent statements of income from the following sources:

- Divorce Decree / Child Support Documenis

- Payslubs {most recent three consecutive months)
- Retirement / Pension Benefit Statements

- Social Securily Benefits Stalements

- Unemployment / Workers' Compensation Benefits Statemenls
- Veterans Administration Benefits Statemenis
- W2 Statements

Continued on Next Page
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4, LIFELINE PLAN SELECTION
Please check the box for the monthly plan that you would like to sign up for {you may change your plan at the end of any month by calling 1-800-651-

7391):
£ PLAN 1 (150 minutes including select international calls for free) [ PLAN 3 Unlimited Talk & Text for $26 49 (regularly $39.99)
1 PLAN 2 (250 domestic minutes for free) 3 PLAN 4 Unlimited Talk, Texd & Data for $36.49 {reguiarly $49.99)

5. MULTIPLE HOUSEHOLDS AT THE SAME ADDRESS

[ If you reside at an address occupied by mulliple households, including adults whe do not contribute income to your household and/or share
in your household's expenses, please coniact Total Cali Mchile and you will be provided an additional form 1o completa. [ cettify that | reside
at an address occupied by multiple households and have completed an additional form.

6. ACTIVATION AND USAGE REQUIREMENTS

Total Call Mobile Lifeline Plans are a prepaid service. When you receive your phone, contact Total Call Mobile at 811 to activate. To keep your
account active, you must use your Lifeline service at least once during any 60 day period by completing an outbound cali, purchasing additional
minutes, answering an in-bound cal from someaone other than Total Call Mobile, or by responding to a direct coentact from Total Call Mobile confirming
that you want to continue receiving Lifeline service with Tatal Call Mabile. If your service goes unused for 60 days, you will no longer be eligible for
Lifeline benefits and your service will be suspended (aliowing only 911 czlls and calls 1o customer service) subject to a 30-day cure period during
which you can contact Total Call Mobile to confirm that you want to continue receiving Lifeline service from Total Call Mobile,

By signing and initialing each box below, | affirm that the information contained on this form is true and correct under penalty of perjury:

7. SIGNATURE Date:
(Required}

v The information contained within this enroliment form is true and correct. | further acknowledge that Lifeline is a federal benefit program
and that providing false or fraudulent statements or documentaticn in order to receive Lifeline is punishable by law, including fines, impris-
onmeni, de-enraliment, or being barred from the Lifeline program.

i | meet the income-based or program-based eligibility criteria for receiving Lifeline service and have provided decumentation of eligibility
as required by this enrollment form,

. lunderstand that Lifeline is only available for one landline or one wireless phone per household {not both); a viclation of this requirement
would constitute a violaticn of law and would result in my de-enraliment from the Lifeline program.

———— My household is no! already receiving Lifeline service from another company. 1 certify that ] am the head of my household and under-
stand that, for the purposes of the Lifeline program, a household is an individual or group of individuals who live logether at the same
address and share the same income and eXpenses.

——— lunderstand that | may be required tc verify my coniinued eligibility for the Lifeline program al any fime and that failure fo do so will result
in de-enrollment.

—re. Fhe address listed in this form is my primary residence, not a second home or a business. #f | move o a new address, F will notify Total
Call Mchile within 30 days. If | checked "Temporary” address in Section 1 above, | acknowledge that | must receriify my address every
90 days.

e | will netify Total Call Mobile within 30 days if for any reason | no longer satisfy the criteria for receiving Lifeline including, as relevant, if i
no longer meet the income-based or program-based criteria, | begin receiving mare than one Lifeline benefit, or another member of my
household starls receiving a Lifeline benefit. | understand that | may be subject to penalties if | fail {o follow this requirement,

«——— 1| authorize Total Call Mobile to access my records in order {o verify eligibility as required by federal or state agencies. | understand that
my information {specifically, my full name, address, date of birlh and the last four digits of my social security number) wilt be trangmiited
{o administrators managing state and/for federal databases.

—enewn Lifeline is not transferable. 1 wili only use this phone for my family's own use and will not resell it, or give it to others.

_____ In adgition, | acknowledge thal Lifeline enrollment may be ferminated by Total Call Mobile in the event that federal or state Lifeline
Programs are changed or terminated, if | no longer qualify for Lifeline, If Total Call Maobile discontinues its Lifeline participation, if | do not
use fhe Lifeline phone for 60 days, or if | breach the terms and conditions at totalcallmobile.comllifeline.

Please mail this application, with supporting documeantation to:

Total Call Mobile, Lifeline Program
1411 W. 190th Street, Suite 700, Gardena, CA 90248
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EXHIBIT E

Sample Lifeline Brochure
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EXHIBIT F

Lifeline Service Offering
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Service Offering

TCM’s Lifeline offering proposes to give eligible customers three Lifeline Plan choices:

Option 1: Lifeline 150 Minute Plan*

150 anytime minutes per month

(additional usage priced at 10 cent minutes, texts are S cents per text message)

Net cost to Lifeline customer: $0 (free)
*This package includes:

¢ Free handset

* TFree Voicemail and Caller-ID

* TFree calls to Customer Service

»  Tree calls to 911 emergency services

¢ Free balance inquiries

» No additional charge for international calling to the 250 locations listed on Exhibit E (i.e.
only the standard per minute rate applies)

« International calls to other destinations require additional funds based on call destination

Option 2: Lifeline 250 Minute Plan*
250 anytime nunutes per month
{additional usage priced at 10 cent minutes, texts are 5 cents per text message)
Net cost to Lifeline customer: 30 (free)
*This package includes:
+  Free handset
¢ I'ree Voicemail and Caller-1D
e Free calls to Customer Service
¢« Freecalls 1o 911 emergency scrvices
+ Free balance inquiries
¢ International calls require additional funds based on call destination.

Option 3: Lifeline Credit - Discount Plan*

Lifeline eligible customers may choose the 30-day Unlimited Taik & Text plan or the 30-day
Unlimited Talk, Text & Data at a discount off of retail. Said discount will differ based on the
customer’s state {ranging from $10 - $20). Additional details regarding TCM’s plans can be
found at www.totalcallmobile.com/rateplans menthly.aspx.

*This package includes:
» Free handset
e Tree Voicemail and Catler-1D
s Frec calls to Customer Service
e Free calls to 911 emergency services
s Free balance inquiries
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EXHIBIT G

Lifeline 150 Minute Plan
Free International Calling Destinations
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Free International Calling Destinations on the Lifeline 150 Minute Plan (Certain special or
off-netwark locations imay be excluded from the Free International Calling Destinations; (calls to

landline phones only unless explicitly indicated otherwise)

List includes over 250 locations worldwide and 30 countries. Locations are subject to change
from time to time. Please visit totalcallmobile.com for an updated list.

Featured Countries

Argentina

Argentina-Buenaos Aires

Argentina-Cerdoba
Argentina-Mendoza
Argentina-Rosario
Australia
Australia-Melbourne
Austria

Brazil

Brazil-Belo Horizonte
Brazil-Campinas
Brazil-Rio de laneiro
Brazil-5ao Paolo
Canada

China

China-Beijing
China-Cellular
China-Guangzhou
China-Shanghai
Cyprus

Denmark

France

France-Paris

Germany
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Greece
Greece-Athens
Hong Kong

Hong Kong-Celular
Hungary
Hungary-Budapest
india
India-Ahmedabad
India-Bangalore
india-Bombay
India-Calcutta
India-Cellular
Ingia-Hyderbad
India-Madras
tndia-New Delhi
india-Pune
India-Punjab
Ireland

Israel

ttaly

Mexico {city list which follows)
Netherlands
Netherlands-Amsterdam
New Zealand

Norway

Peru

Peru-Lima

Poland
Poland-Warsaw
Portugal
Singapore
Singapore-Cellular
South Korea
South Kerea-Seoul
Spain

Sweden
Switzerland
Taiwan
Taiwan-Taipei
Thailand
Thailand-Bangkok
Thailand-Callular
United Kingdom
US Guam

US Puerto Rico
US Saipan

LS Virgin islands
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Free International Calling Destinations on the Lifeline 150 Minute Plan (continued)

Mexico City List
Guadalajara
Ciudad de Mexico
Monterrey
Acaponeta
Acapulco

Actopan

Agua Prieta
Aguascalientes
Allende
Apatzingan
Apizaco

Arcelia
Atlacomulco
Atliaca/Tixtla
Atlixco

Autlan

Bahia de Huatulco
Cabo San Lucas
Caborca
Cadereyta Jimenez
Campeche
Cananea

Cancun

Celaya

Cerralve

Cheumal
Chihuahua
Chilapa
Chilpancingo
Cintalapa de Figueroa
Ciudad Acuna
Ciudad Altamirano
Ciudad Camargo B

Ciudad Constitucion
Ciudad Cuauhtemoc
Ciudad del Carmen
Ciudad Delicias
Ciudad Guzman
Ciudad Hidalgo
Ciudad Juarez
Ciudad Lazaro Cardenas
Ciudad Mante
Ciudad Obregon
Ciudad Sahagun
Ciudad valles
Ciudad Victoria
Coatzacozlcos
Colima

Cordoba
Cosamaloapan
Cozumet

Cuautla

Cuernavaca
Culiacan

Burnago
Encarnacion de Diaz
Ensenda

Estacion Manuel
Fresnillo

General Tapia
Guamuchil
Guanajuato
Guasave

Guaymas

Guerrero Negro/Santa Rosa
Hermosilio
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Heroica Ciudad de Ures
Hidalgo

Huatabampo
Huetamo
Huimanguiitlo
Huitzuco

lguala

Irapuato

Ixtapan de la Sal
Ixtlan del Rio

lzucar de Matamoros
Jalapa

Jalpa

lerez de Garcia Salinas
Jolutla

Juchitan

La Barca

La Paz

La Piedad

tago de Moreno
Lean

terdo de Tejada
Lerma

Linares

Los Mochis

Los Reyes

. Magdelena

Manuel

Manuel Qjinaga
Manzanillo
Martinez de la Torre
Matamoros
Matehuala
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Free International Calling Destinations on the Lifeline 150 Minute Plan (continued)

Mexico City List {continued)

Mazatlan

Merida

Mexicali
Minatitian
Monclova

Moelia

Moroleon
Nacozari de Garcia
Navojoa

Nogales

Nuevo Casas Grandes
Nuevo Laredo
Oaxaca de Juarez
Ocotlan
Ometepec
Orizaba

Pachuca

Patenque

Parral

Parras de fa Fuente
Patzcuaro
fenjamo

Petatlan

Piedras Negras
Playas de Rosarito
Poza Rica de Hgo
Puebla

Puerto Penasco
Puerto Vallarta
Puruandiro
Queretaro
Quimichis/Tecuala
Reynosa

Rio Grande

Rio Verde

Sabinas

Sahuayo

Salamanca

Saltillo

Salvatlerra

San Andres Tuxila

San Cristobal de las Casas
San Fernando

San Jose de Gracia

San Jual del Rio

San Luis de La Paz

San Luis Potosi

San Luis Rio Colorade
San Martin Pachivia/Teloloapa
San Miguel de Allende
San Quintin

Santa Ana

Santa Rosalia de Camargo
Santiago Ixcuintla
Santiago Papasquiaro
Santiago Tianguistenco
Silac

Tala

Tampico

Tapachula

Taxco

Tecate

Tecoman

Tecpan de Galeana
Tehuacan

Tenancingo

Tenango del Aire/Tlalmanalco
Tepatitlan
Tepic

Tequita

Texcoco
Tezivtlan

Ticul

Tijuana
Tizayuca
Tizimin

Tlapa de Comanfort/
Alcozauca de Gro.
Tlaxcakz

Toluca

Torreon

Tula

Tulancinga
Tuxpan
Tuxtepec

Tuxtla Guttierez
Uruapan

Valle de Bravo
Veracruz

Villa Flores
Villahermosa
Yurecuaro
Zacapu
Zacatecas
Zamaora
Zihuatanejo
Zinapecuaro
Zitacuaro
Zumpango



Appendix A, Page 171 of 171

CERTIFICATE OF SERVICE

This is to certify that on this 22 day of March 2013, T have duly served the within
STIPULATION AND SETTLEMENT AGREEMENT, and ATTACHMENTS 1
THROUGH 6, upon all parties herein via the Commission’s E-Filing system to:

Anne Botterud Anne.botterudpstate.co.us Trial Staff

Todd Lundy Todd.Lundyidistate.co.us Commission Counsel
William Levis William.levisdstate.co.us oCcC

John T. Scott John.T.Scolt@dstate.co.us Trial Staff

Susan Travis Susan, Travis(@state.co.us Trial Staff

Harry DiDomenico  Harry.DiDomenico{istate.co.us Advisory Staff

Greg Bunker Gregory. Bunkeri@slate.co.us 0CC

Thoimas Dixon Thomas.Dixon(distate.co.us 0CC

Robert Yap robertytotaleallusa.com Total Call Mobile,Inc.

/s/ Amy Inagaki



