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To members of the working group, thank you for inviting me to be here today.
On behalf of Google, we thank you for the opportunity to discuss these issues,
which are of great concern to the Government of Japan, to this working group and
to Google as well. We welcome the government’ s desire to strengthen relationships
between digital platforms and their business partners

As an application store operator, Google has strong commercial and reputational
incentives to clearly communicate our policies. Doing so ensures we continue to
attract businesses to our platforms, which in turn enhances the user experience
and also drives increased engagement for advertising partners

However, Google can only succeed by balancing the interests of our users,
applications developers, and advertisers, which are not always aligned. It’ s from
that perspective that we consider the proposed regulations

As a preliminary matter, we support the international harmonization of
regulation in this area, which benefits both companies working in Japan, as well
as Japanese companies operating globally. Adopting platform—to—business
regulations in Japan that are inconsistent with these principles of regulations
in other countries could lead to undue regulatory burdens and discourage
businesses from operating globally and force companies to create different
versions of products to comply with regional regulations

Harmonization of regulation, by contrast, allows countries and business
operators to collaborate efficiently and to share solutions to common problems.
The EU, the European Union’ s platform—to-business regulation is a useful reference
point in this regard. In developing its regulation, the European Union require
that digital platforms be transparent about certain conduct, but did not deem
specific business decisions as presumptively requiring justification. We are
generally supportive of this approach.

Our experience in other jurisdictions also suggests it’s important to define
which businesses are included or excluded in the scope of new regulations. A scope
that includes online retail markets and applications markets, would be a logical
outcome of the government’s fact-finding exercise.

Before I discuss the specifics of the proposed platform—to—business regulations
I wanted to briefly comment on the government’ s co-regulation approach. We support
the objectives of this approach, which we understand to be flexibility and avoiding
undue regulatory burdens. We look forward to working with the government on
specific details of co—regulation, which are critical to ensuring such an approach

achieves the desired outcomes



Turning to the content of platform—to—business regulations. We are supportive
of the key objective and first principle of the proposed regulations, transparency.
A platform—to-business regulation should encourage clear communication between
platforms and business users. Being transparent helps attract businesses to our
platform. We support requirements to make our terms and conditions plain and
intelligible, including a general return and refund policy easily available online

Google also supports a requirement that platform operators provide notice and
clearly communicate material changes to business customers. We encourage the
government to consider following the European platform—to-business regulation by
allowing for platforms to make changes immediately 1in response to legal
requirements, and in other situations to address unforeseen and imminent dangers
to the service, consumers or to business users. We would also encourage flexibility
and how we implement the disclosure requirements as we constantly review and adapt
to the best way to reach our users and business customers.

Any platform—to—business regulation should promote transparency, while still
allowing for flexibility to protect platforms and their users. Google believes
that platforms should inform business users about which behaviors can lead to
removal or suspension, and our Developer Program Policy for Play, our application
store, does just that.

Japan should follow the lead of the European platform—to—-business regulation
in requiring that platforms clearly provide these conditions, but flexibility is
important. Platforms need sufficient legal protection to be able to remove content
that violates their terms of service and has the potential to harm consumers.
Platforms should also be able to ensure that explanations or restrictions,
suspension or termination policies do not provide guidance for bad actors to
manipulate these systems.

Google also believes that platforms should provide clear explanations of how
their products work to assist business customers to take full advantage of their
services, including general information about how ranking algorithms operate. For
example, we equip developers with best practices to help them succeed on Google
Play, and developers can find out exactly how their apps are ranked in our AppStore
by consulting the Google Play console

We understand that the forthcoming regulations will focus on requirements to
disclose general principles about how ranking works, which is in line with the
Furopean Union’s platform—to-business regulation. We support this effort to

harmonize regulations with the EU and other jurisdictions.



We have concerns in relation to the second principle of the proposed
regulations, requirements that platforms justify certain categories of business
decisions. In developing its platform—to—-business regulation, the European Union
required the digital platforms, be transparent with partners, but did not deem
specific business decisions as presumptively requiring justification.

As in the European Union, we believe transparency measures should be the core
objective of Japan' s proposed regulations. We also believe that this requirement
would raise practical implementation issues. The measure of whether something is
justifiable is constantly evolving in the dynamic markets, in which digital
platforms operate. Business decisions often require a complex balancing of
interests of various parties, and what might be justifiable from one perspective
might not be justifiable from the perspective of another.

For instance, we have concerns that the proposed regulations identify a
unilateral decision by a platform to make changes to its offerings as an action
requiring justification. Platforms sometimes need to swiftly make changes to their
operations in ways that can affect business partners and users. For example, to
address emergent security or user safety concerns. It is not clear why there
should be a heightened level of scrutiny for this type of activity, in the absence
of a demonstrated competition concern or other suspected violation of law.

Accordingly, we believe that potential issues should be addressed through
enforcement of the Anti—monopoly Act, as supplemented and strengthened with new
transparency requirements, rather than a preemptive approach that presumes certain
behaviors to be harmful.

If the government does pursue an approach, which presumes that certain business
conduct needs justification, we think it is important that government recognizes
there could be a broad range of justifications for decisions made by digital
platforms. In the multi-sided markets in which digital platforms operate, it is
frequently necessary to balance competing interests

For example, an action that is necessary to protect users from a malware threat
could require swift action that could impact developers unexpectedly. It is
important that the complete range of competing interests be taken into account.

The third principle of the proposed regulations involves reporting requirements.
We encourage consideration of the risks the proposed reporting requirements can
create for platform operators and the businesses and consumers that use these
platforms. For example, 1increased reporting in some areas could provide

opportunities for bad actors to misuse or manipulate our services. Additionally,
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we encourage a flexible approach to both the form and content of any reporting
requirements to reflect the experiences of digital platforms operating and dynamic
markets.

We also understand that the government is considering changes to the guidelines
related to the Anti-monopoly Act. We agreed that the government should carefully
weigh subjects 1like network effects, the value of data and the nature of
competition 1in high technology markets when deciding whether to permit
acquisitions. We think it is important that these factors be considered on a case
by case basis, and in light of empirical observation, to ensure any concerns are
supported by facts when examined in detail.

We would also respectfully request that the government exercise caution when
developing a new standard for assessing the potential competition. Google
recognizes that it is often difficult to determine at the time of a transaction,
what the future plans of other markets may be and whether a company being acquired
is in fact, a potential competitor of the acquirer’s products and services

The current proposal is overly broad and could capture businesses that have
no intention of entering the market. This new standard is much broader than the
government’ s existing standard for identifying potential competition, which
requires some indication that the business is planning or likely to enter the
market.

In any event, these standards should be harmonized to avoid confusion. It is
also important to recognize that mergers and acquisitions help drive innovation
and investment in Japan. Unduly strict merger rules could have the unintended
effect of depriving sellers of the opportunity to maximize the recovery of their
investments and the return on their innovation. This could create disincentives
for tech innovators to start their businesses in Japan.

As for the new guidelines for the application of the abuse of superior
bargaining position, we humbly request that the government consider how the
guidelines could affect different types of stakeholders on digital platforms,
including small- and medium—sized advertisers and publishers. For example, data
is necessary for the development and operation of many online services, including
some types of digital advertising. Mandating changes to data collection and use
in the markets in which digital platforms operate, could have unintended
consequences for these small- and mid-sized enterprises

We also humbly request that the government consider the existing privacy law

in Japan, which specifically deals with consumer protection and data protection



before implementing new and overlapping requirements. On that same subject, we
also believe that since the ultimate goal of the guidelines is to protect
competition and that’s to protect consumers and their data, the same privacy rules
should universally apply to that data wherever it is held and not just to certain
companies. Many organizations that are not digital platforms collect personal
data about individuals and often use that data in similar ways to digital platforms.
There’ s no reason to subject the collection, processing, and use of personal data
by those companies to different rules or guidelines.

Finally, I want to express that Google agrees with the government that enabling
users to understand how their data is being collected and used is of paramount
importance. We thank the government for its attention to this issue. Google is
fully committed to providing users with transparency, and control over how data
is collected and used. One of the most prominent ways this is done is through
Google’ s Privacy Policy where Google seeks to clearly explain the type of
information Google collects from users. Why Google collects data, and how it is
used, the ways in which Google shares user information, and the controls and
choices users have over their privacy

In addition, we have tools to help users make decisions about what information
they are sharing, with whom they re sharing it, and what to expect when they do
share it. We' ve seen meaningful user engagement with these privacy tools. Given
all the concerns around user data and privacy, we are mindful that more can be
done to educate Japanese users on the availability of these tools and how to use
them. We’ re striving for improvement in this regard to increase awareness among
Japanese consumers, as to how they can exercise control over their data.

Thank you. In closing, I want to emphasize my thanks to the government for
convening this important day of discussion, and to this working group, for your
time and your attention to these important matters. Google is committed to continue
working cooperatively toward the goals I think that we all share. Thank you.
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Adam, thank you very much for your presentations. I’ d like to ask your
opinion, on page seven.

I think there’s the discussion about disclosing algorithms for search or
advertisement optimizations. I would like to actually have your view on how
effective this can be. If you disclose algorithms, it can be a core algorithms,

also associated with the many filters to actually spike out all the malcontent
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and all that. Some of them probably are going to be a trade secret. I think it
would be a very complex algorithm I'm sure that you’ re using

How much you can actually disclose the algorithms, and even if you disclose
that, given the huge data set required to verify what exactly going on, no one
will be able to actually verify what you’ re disclosing is what you’ re actually
doing. For example, what is a meaningful way of disclosure?

At the same time, if we disclose too much, some person or organization might
want to take advantage of the algorithm to actually fool the search engines or
try to display the malcontents on a higher priority. I think there’s a dilemma
around these regulations. One way, I would like to know, what is more
transparent way of understanding what the platform is doing? At the same time
that pose a risk of the maluse, at the same time, what is the verifications for
any disclosure to be meaningful?

For this to be a really acceptable, well appreciated in the both parties, 1
think there’ 11 be need to come up to the conclusions, like a guideline or a
regulation that will be comfortable and meaningful for the both side. I would
like to have your view on this.
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It’s a very good question.

This is a balancing act that we have had to deal with it the last several years

Too much disclosure and the algorithms can be gamed, they can be misused. They
become meaningless, because they re supposed to help people sort from millions of
different application choices, what might be the most relevant to them. I think
that what we can generally do is provide guidelines at the signals that we re
looking for. We might not provide specific signals, but we can give a general
overview and say, “We're looking for applications that load quickly. We’ re
looking for applications that have clear terms and conditions for users,
applications that don’t contain malware”. We can set a general set of standards
and communicate them to a broad set of developers. I think that that can be very
helpful.

In terms of verification that this is useful, we—— We’ re a public company, we re
in the press. We’ re scrutinized. This discussion is about scrutinizing technology
companies. I think that where you see problems, you hear about the problems. I
think that we should rely on that very public feedback loop to see whether or not
these types of transparency general guidelines for developers are effective at
achieving these aims. Thank you.
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Thank you. Thanks for your help. It’ s a complex question and a complex issue
but an important one.
I think our main feeling is that with transparency we can give our business
partners, these application developers the confidence in wusing our system,
understanding how our system works. I think that that can achieve most of the

goal underpinning our discussion today.

16



The thing that makes me nervous about the requirement to justify actions in
these platforms. This is based on about 10 years of experience in developing our
application store as a model to attract business developers to transact with us,
to work through us, to reach end consumers. This is a complicated business

It evolves very quickly. We have to make decisions about how these products
work. We sometimes have to make very quick decisions in order to safeguard users
from really novel harms that can emerge within a matter of hours. New scams that
might arise in the context of some public event, applications that might deceive
people in novel ways. Also, new technologies that are developed that we want to
deploy that some of our business partners might find useful and some of them might
not.

We think that the notion of creating a justifiable standard around that is
going to lead to a lot of uncertainty in how we operate our business. We do think
that with transparency, and clear guidelines for our applications developers,
that we can, let’ s say, address most of that concern without making these platforms
totally inflexible.

You raised another a couple of other specific points about the termination of
accounts and billing policies. Those areas, we think it’ s absolutely important to
be very clear with our application developers about the terms of using our platform.
If those are to change I think again, if a developer is terminated, then they get
notification about why. If we need to terminate a developer that’s spreading
malware, we certainly don’t want to be in a position where we have to wait to
have that validated or if there’s a concern about justifiable action, we need to
be able to act quickly.

In terms of our billing policies, again, we think that transparency and clear
communication to our business partners, one, it’s in our interest. Two, we think
that it can actually address the underlying concern adequately. Thank you.
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I think you’ 11 hear this from me several times in this discussion, this balance
between being really open and really flexible or being very closed and very rigid,
and maybe ensuring that fewer problems can arise. We have taken the approach with
the Android operating system and with the distribution of our applications that
we wanted a more open environment that we felt would be more highly varied and
actually competitive, both competitive with Apple’s closed system, and also
provide interrupt platform competition between different versions of the Android
operating system, different hardware manufacturers using the Android operating
system, and different platforms within the operating system deploying and
delivering applications.

We tried to create a multi—-layered competitive environment around Android. You
can put applications on Android devices without distributing them through the
Google Play Store. That’s a policy that we developed because we think that open
systems are more flexible, that they create a more competitive environment. It
does lead to issues where a consumer without going through our Play Store which
checks for malware, checks for viruses, checks for bad actors, a consumer could
be exposed to some problems. It’s a constant balancing test.
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We’ re open to applications developers, but we will not permit applications that
harm our users or disrupt the functioning of our own platform or disrupt the
functioning of our devices. We don’t control the Android operating system, we
develop it and we make it freely available
We open-source it to any hardware manufacturer to use free of charge. Now, that
is a risk to us because people might associate Android with Google. They might
get applications from a third party application store and there are many of them
on the Android devices. Apple has a device that only distributes applications via
their own AppStore. On Android devices, you might get multiple application stores
distributing different applications. If one of those other applications stores is
distributing bad apps, apps that damage the user experience, we can suffer some
reputational harm. That is a risk to us, but we’ ve taken the view that if we
provide as an alternative to consumers, a safe environment through the Google
Play Store. That we can help ameliorate some of those problems that exist while
also creating a robust environment that provides flexibility and potentially more
choice than the Apple environment that they’ ve created
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I have just two really quick questions which hopefully you’ 1l find easy to
answer.

The first one is that there are two approaches in the enforcement. Obviously
the European Commission is really aggressive in the post—fact challenges or hefty
penalties. On the other hand, in a way, the Japanese regulation, the direction we
are heading towards, although ultimately the government will decide, seems to be
taking more pre—emptive approach of monitoring by way of mutual conversation and
dialogue. Obviously, the latter approach will dodge the judicial review around
whether the existing law actually allows that enforcement. I know it’s difficult
to answer maybe, but which approach would be Google’ s preference, ultimately?

Second, this is really a quick one, there are so many regulators interested
in your company because of your size, but for your type of business, you would
have to be really big to make sense as a business model. Dominance increases the
quality, in a way. With all those enforcement and regulations, is it at all viable
for you to continue the current business model even with the behavioral changes
that the governments are requesting? Can you actually stand as it is as a viable
business model? These are my two questions.

(iR

2OEHMMPRH Y 7, HICBEWELETXEBRNET,

LARHETT 2207 70 —FR3H0HE2LEOTTR, BRINEBSITRERMBNICE
BRI & L TCEEONFT AT 4 20T TBY £, —FH,. BAROHBNCET 2 &m0 4 1
MBI ELTWD ML, EICBRPRET D ZEICRDIDTRETIEH Y £4 05,
TI7y b7 A= L EDOHFERE=S Y T EBEAT S FEBRHN LT e —F T, £
LT, ZO®EOT Fu—F &0 OFBEFAERENEHTREN L O hORIEFEEEZZ T T
WCHITT 2 Z EPHEMBICIEATEETT ., ZRAL2OPE LV LAEEAN, /=7 1D
BEMELT, EFLL2LFELWT o —FELE2 T,

2O T, 2RV Z ORBIE RN, DY A XD ZTEHAITHILE 28 > TWE T3,
Google DARRFEIHD E VR AET /LT, HOREY A ANV EEELRVD LHENTT,
HLEWRT, METRITNITRETE 2V —EZXOENFAET MG 22 < IER20, &%
LIPS DAL ', BN ERTDTHOLEEZFE LI HE, BEOE YR AE
TNEMGET D EIXFRETL X 9 h, )

OAdam Cohen#kf

21



Those are not short questions [laughs]. They were short questions, but the
answers to those are very complicated. I'm sorry.

I will say, we really like working with governments. We feel it’s our
responsibility as a big successful company to attend discussions like this and
provide evidence about how we work and how we view these different aspects of our
business, the different consumers that we re working with, the different
businesses that we re working with. It’s totally incumbent upon us to share our
views and our experiences from this.

If there have been violations of law anywhere and if we ve committed them, I
feel that we should be held to account. I have a strong disagreement with the
European Union about the three decisions that they have taken. I don’t think that
they re supported by facts or evidence and we re appealing those decisions.
Talking to so many regulators, as I said, I think this is very important. We have
the resources, teams, people like me and my colleagues who are here to help and
to engage and to provide that input to these deliberations

Can our business model survive? I hope so. I hope that people might be
comfortable with digital advertising for different reasons. It's a really
important thing to defend because it makes the internet lower—cost for people. It
makes it accessible

There was an article in The New York Times by a Nobel Prize-winning economist
a couple of months ago saying, “This is easy. I know how to solve all of this,
just make them all charge a subscription fee and stop using advertisements”. I
think it’s very easy for a Nobel Prize-winning economist to maybe afford $10 or
$20 a month for a digital subscription. It completely loses sight of what tools
like Google and the internet have done for people generally, which is this is a
great equalizer. I'm not familiar with a tool that has given rich and poor people
exactly the same facilities as things like Google Search or an Android phone
That’ s why we defend this advertising—based business model. I think it is important
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OAdam Cohen#kf

Thanks for the question.

I think that it’s a combination of excessive burden and maybe excessive
rigidity that the regulation constrains us from being able to adapt to threats to
new technologies to be able to evolve how our platform works, which, after 10

years of operating this platform, we know very well that it needs to evolve in
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order to be useful, in order to serve the interests of the consumer and to serve
the interests of the business user.

We spent a long time in discussion with the European Union around platform-—
to—business regulation. What we kept gravitating toward was the idea that
transparency and disclosure to business partners. This platform is a very
important part of the platform—to—business regulation could address most of these
concerns and that we should use this as the core means of trying to manage the
relationship between platforms and their users.

I would be concerned about—— I could give you a long list of things that said
you need to seek approval before you implement new technologies. That you need to
give a 30-day notice before you disable an application that might have malware,
and you need to show evidence of this malware in some proceeding
You can create any number of scenarios. We discussed a lot of these scenarios
with the European Union, that would basically make it impossible to run this
platform efficiently. That’s why there’ s so much emphasis in my discussion about
transparency as a primary goal.
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{1l

Complicated question, but I think I understood it. I hope so

I think that where there are violations of law, we should address them. Where
we are doing things that our competitors don’ t necessarily like, that can sometimes
be good for competition. We want a competition policy that promotes competition
that makes other companies including Google feel pressure in how they operate
their businesses. That’s a positive pressure. It forces us to invest, to innovate.
To Ms. Yamada' s earlier question, there was one point in your question that I
didn’ t answer, but I think is suitable for both of these.

It’s not our size or our presence in the market that makes it possible for us
to deliver these services and to continue to innovate, it’s the fact that we face
competitive pressures. Some of which are surprising potentially. They don’ t
reflect the types of thinking or analysis that might have been done for more
traditional markets. We know that one car company competes with another car
company. What’s interesting in digital markets is that Google Search is competing
with Expedia for a portion of our business, and Amazon for another portion of our
business and Rakuten for another portion of our business. We face this multifaceted
type of competition.

I think the current anti—monopoly law competition rules globally, are equipped
to deal with this. The analysis might be a little bit more complex than in
traditional markets, but we are subject to these regulations, for sure. In cases
where there’s a desire to have some other outcome, I think it is important that

governments and companies are able to sit down and explain their incentives.
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I would be nervous about a process where a government felt that it had to be a
constant referee in the competitive process. We in the private sector and companies
need clear rules of the road. We need to understand what violates the Anti-
monopoly Act and what doesn’ t, and that gives us permission to operate.
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I think that what we can do is provide transparency about how our platform is
operating. I think that we should see whether or not this is useful and whether
this helps address this concern about potential imbalance between platforms and
the businesses using them, and should see what happens after that. I don’t think
this should be seen as our last discussion about these issues. 1 think if they re
lingering concerns, you 11 hear about them. You 11 hear about them, you can
conduct further follow up surveys to see if the co-regulation approach or the
transparency approach has been effective. If it hasn’t been effective, we can
consider incremental changes to that.
I would be worried even in a closed session about having a discussion about minute
details of how our ranking algorithms work. For one thing, they change. We could
be having a discussion today about 200 different factors that we use to rank
applications, and six months from now, there might be 150 factors or 250 factors.
I think as long as we are doing a good job in terms of the transparency requirements,
I think we can get to most of what we re trying to achieve. We should reevaluate
that.
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OAdam Cohen#f

It’ s a good question. Japan has the advantage of being a very large and important
market for us and for other companies, so you re high on the list of those 200
countries. I don’t even know if there are 200 countries, but the way. Japan still
is high on the list. We’re a large investor in Japan and I think you’ 11 find that
we' re always accessible to you for discussions about these issues. I'm happy to
come here again, to provide more discussion and more ideas around these issues

I think you do raise a point though that is important, which is around
harmonization of these policies internationally.

There are huge advantages to all multinational companies of dealing with rules
that are compatible. I note that Japan and the United States recently signed a
digital trade agreement. That’s a step toward achieving that kind of compatibility.
There are advantages for US companies operating in Japan, and for Japanese
companies operating in the United States. I hope that the combination of our
presence here, our investment here, and some sense that there can be international

commonalities to the regulatory approaches can be useful.
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Thank you very much for having me and happy to see you again. Thank you.
(RGER
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OKyle Andeertk (77 > 7 V)

Thank you for giving Apple this opportunity to share its perspective on this
important issues related to digital markets. We’ ve prepared a short presentation.
I’m going to go through some of these materials and I'm going to turn it over to
my colleague, Sean Cameron, to get into some of the details around our perspectives
on some of the proposals that are currently on the table.

The starting point for Apple is that we recognize that we are a platform. We
also recognize that we re often grouped together with a group of companies that
are referred to as GAFA, Google, Amazon, Facebook, and Apple. However, when you re
talking about platforms in digital markets, it’ s a much broader set of companies
There are dozens of platforms in today s digital economy, including a number of
very important platforms here in Japan, companies like Nintendo, Sony, Rakuten,
LINE and others.

When Apple looks at platforms, we see more similarities with companies like
Sony and Nintendo than we do with companies like Google, Amazon, or Facebook.
Apple is not a services company. We don’ t have a search engine. We re not a social
network. We’ re not an e—commerce retailer. We sell devices: iPhones, iPads, Macs
In that way, we re very similar to gaming systems like those sold by Nintendo and
Sony, who also sell their own software as well as third-party software applications

To understand our perspective on the AppStore, one has to go back to the
beginning of the iPhone 10 years ago. When we first launched the first iPhone,

there was no AppStore. Rather, we thought that consumers would access content
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through the web browser. However, we quickly came to realize that there was a
demand for something more, that there were developers that were interested in
creating unique applications for the iPhone and the new i0S platform.

That led us to develop the AppStore. In the beginning, we thought of the
AppStore as something that would be relatively small. There was an interesting
interview with Steve Jobs shortly after the AppStore was launched, into which he
said, “One day I hope this will be a $500 million business.” Obviously, it’ s grown
a bit larger than that, but the AppStore was never intended to replace the internet
We thought of these as two doors into our platform, the internet, which Apple has
long championed as open and free, and then the AppStore, which from our perspective
would be curated, would have a selection of apps to make the device more attractive

The business model that we adopted at the beginning is more or less the same
as we have now. It involves a commission structure on digital goods. It comes
with guidelines that provide transparency to developers and consumers alike, about
what Apple feels 1is appropriate for consumers, and it includes a number of
protections and measures designed to ensure that consumers are not exploited,
that the apps work as they are intended

We’ ve invested in this platform over the last 10 years, so we did not stand
pat. We continued to introduce new features and new technologies to make our
platform easier to use, but also make it easier for developers to create great
applications.

At the heart, Apple is still a hardware company. We have a wide range of
devices in the market today, and in order to make those devices as attractive as
possible, we develop our own software applications and software, but we also
partner and work very closely with third parties. Our products, our hardware would
not be successful without having these third-party software developers on our
platform.

Competition is thriving. The AppStore has proven to be an engine of economic
prosperity and entrepreneurship. We have nearly 2 million apps available on the
AppStore. There are a number of apps and software services available through the
AppStore that compete with Apple’ s own apps and services. In fact, in almost every
case, third-parties are more successful than Apple. This is true in music. This
is true in books. This is true in almost every service category. The market leader
is not Apple but it’s often one of these third-party developers

In terms of some of the principles that underline or underpin the AppStore,

transparency has long been one of those values. As I mentioned, at the beginning
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of the AppStore we introduced guidelines. These guidelines were intended to
provide guidance to developers about apps that are appropriate for the AppStore
and we continue to main alternatives like a web browser if a developer wanted to
do something different. We ve invested in reviewers. We have built a team of
hundreds who review each and every app and update submitted to the store, to make
sure they work and to make sure that they re secure, and to make sure they are
not exploiting consumers.

We continue to invest in transparency. We re rolling out new changes over the
coming months to further our commitment to transparency on our platform, but as
I mentioned this morning, there’s a balance. There’s a balance between
transparency and protecting consumers. Unfortunately, there are bad actors out
there. There are developers who are looking to create applications for our platform
and other platforms that exploit users. There is fraud, there is malicious software
There are a number of other software applications that can cause great damage to
consumers.

We work very hard to make sure that these developers and these applications
do not find their way on the AppStore. This limits, at times, our ability to be
completely transparent about our systems and processes. This also can make it
very difficult. We also need flexibility to quickly address some of these problems.
We don’t want to be hamstrung and be forced to wait days or weeks to take action
if we believe an application is fraudulent or taking other action to harm consumers
We need the flexibility to act very quickly in those cases.

Another important value for us is privacy. You ve likely heard or read the
statements from our CEO, Tim Cook, who has said repeatedly that privacy from our
perspective, from his perspective, is a fundamental human right, and we are
constantly working to ensure that privacy is an integral part of our innovation
and our product development. We’ ve also been very vocal in our support for sensible,
consistent privacy regulation around the world. Like many of you, we ve read
stories about Facebook, or Google, or others that, frankly, concern us, that worry
us in terms of how consumer data is being used or perhaps misused

Our presentation provides a few examples of how we ve embedded privacy into
our product and services development. We published a new website just last week
that outlines how we approach privacy in everything we do. One of the core tenants
of that is data minimization. We try to collect as little data as possible that
will still allow us to make great products. This is an important value because if

we believe we don’ t have the data, then that data cannot be misused. We are not
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selling data to third-parties. We are not selling that data to make a profit.
That is not our business.

Now this value of privacy also brings us into conflict with some of our
developers, because we’ ve been introducing new features and new disclosures on
our platform to inform consumers about when their data may be being used. That
provides consumers insights and control over their own data. There are some
developers who do not like this, who complain that we are being heavy handed.
What we are doing is trying to give that power to consumers. This is not about
power to Apple, this is about power to our users, to put them in control of their
own information. We are going to continue to invest in these sorts of features
and technologies going forward.

Now let me turn it over briefly to my colleague, Sean Cameron, who 11 provide
Apple’ s perspective on some of the proposals on the table. Thank you.
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Thank you for your time this afternoon. We welcome this opportunity to come and
talk to you.

I wanted to start off by echoing some of the points that Mr. Andeer highlighted.
We believe that Apple is a highly transparent platform today. We’d be happy to
walk you through some of the things that we do that really have a great benefit
to developers.

First, the core of how we’ ve run the AppStore is our guidelines. The AppStore
review guidelines that developers follow, they contain all the rules about the
kinds of content that is appropriate for the store, appropriate for our customers

We have two main goals with the AppStore. One is that it is a safe place for
consumers to access apps, download apps that have great content, that’s safe for
them and their children, good for their data and secure for their devices. Also,
that it’s a great place for developers to do business. We want to make sure that
the guidelines are clear, they re publicly facing. If there is a rejection of a
developer’ s app, that we provide clear guidance on the guideline that has been
violated and how the app has violated the guideline. Which gives developers time
to follow up, and the opportunity to submit that back to us that makes sense with
the guidelines.

We provide many resources for developers, including follow-up with the
reviewers who review their apps, to an App Review appeal board to appeal decisions
taken by our App Review team. We also have language specialists within App Review,
including the Japanese language, and staff all over the world that can help reach
out to developers to help them make great apps.

Again, any questions about those opportunities that we have for developers
today, we’d be happy to field. We would be happy to take questions about the
proposal that we’ ve heard about over the past couple of weeks. We do feel like a
global approach to these issues is preferable for developers. Part of the benefit
of our platform is that it is available all around the world, gives developers
the opportunity to access business and customers all over the world. We' re also
concerned that platforms such as ours have a several-year development cycle. We
want to make sure that the cycle of review and response would not lead to delay
in the features that are available to domestic developers and customers.

Again, with the processes that we have in place today, and it will be improving
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over time and in relation to the PtoB law, which is coming in July of this year,
we feel that this approach could serve all developers worldwide very well. At
this point, I believe, my time is coming to a close. Perhaps we can take questions
or answer any other concerns for the panel.
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OSean Cameronf

Thank you for the question.

In terms of the disclosure of reasons that we would give to developers in our
terms and conditions about our practices or actions that we take, we believe that
flexibility is very important. The reason for this is because, as Mr. Andeer
mentioned, there are bad actors in the developer ecosystem. There is material
that we want to be sure that we can remove from the AppStore that’s harmful to
consumers. There’ s financial fraud, exploitation material for children, terrorism.
These are instances where our platform needs to be able to act quickly, to take
apps down, to make sure that they re not causing harm. Not only in Japan but all
countries around the world

We hope that there is an approach where there can be exceptions to notice
periods that would need to be followed, and that would be sensible to make sure
that we are achieving our goal of being a great place for developers to do business,
but also a safe place for customers to access quality content

In terms of our stance on the regulation, we share the goals of METI to bring
transparency to developers. It’s something that we’ ve done on the AppStore since
day one. We want to be sure that developers are very clear about the guidelines
that we’ ve made, how they can comply with them, and any measures that they can

take to improve the internal functioning of their apps.
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We have many things in the works right now that we want to bring to developers,
including expanded time for notices of terms and conditions changes, as well as
additional resources for information. We’ re expanding that capability every year
and investing in our worldwide developer relations team to make sure that
developers always have a place to go and materials to review, so that they can
understand how best to operate on our platform. Thank you.
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OKyle Andeerks
We made a judgment 11 years ago when we opened the AppStore that we would apply

the commission to digital goods. We were not going to apply fees to things like
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physical goods or to services that were consumed outside of the app, like Uber or
Lyft. Rather, our focus from the very beginning, and we ve been consistent
throughout, is to apply the commission to digital goods. Whether that takes the
form of the sale of the application itself or digital goods consumed within the
app. Now we have provided and we’ ve made some changes to loosen that over time.

For example, a developer that’ s selling a subscription can sell that
subscription outside of the app through its web browser, through its website. In
those cases, Apple takes no commission. In fact, today, 84% of the apps on the
AppStore pay nothing to Apple for distribution. We could have easily made a
different judgment, to apply costs and fees to every app on the AppStore. This
actually would be far more profitable to Apple, but it would come with costs. It
may reduce output, it may reduce innovation, it may reduce entrepreneurship. These
are fundamental values to the AppStore and to Apple.

Changes forcing Apple to move away from the current commission structure should
be considered very carefully, because there could be some significant unintended
consequences to such actions.
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HONESTINET,

Thank you very much. My question is more on the antitrust side rather than the

privacy side, just that more than you think maybe Japanese people really like
Apple products. In a way, for Japan, Apple is more important possibly than other
countries. In that sense, the antitrust regulator could get this concept of
dominance. I’m not saying that that’s the case, but also in the area of abuse of
superior bargaining position, there are a lot of regulations and enforcement
emerging generally. At the same time you raised the point of business freedom or
consumer safety, which are counter—value to those regulatory values there.
Just hearing key issues would be sufficient here, but what do you think would be
damaged if overregulation or overenforcement comes into play in the antitrust
world? There’ s a solid history of antitrust regulations in this country, but maybe
that’ s not necessarily compatible perfectly with what you re trying to do. I want
to ask your view on this point.

(R

FOERIZ, 77 AN —mE W) L0 g MEEIEEOMEND SETWZEE ET,
HANZOE 2L TDLET v IAREBEZTODHU LIRS v 7V BIFETT,

HOBEWRTHRIZESTOT vy 7 id, tMOEICE T 5LV EBEEELSEWS LALEYE
o

ZTOEWRT, MEERIEEEOMEOMMAR DD, LW ) BRESRAFO NN,
HHWE, EOTRLEFF 2TV ARVWDITTTR, b5 —2RlOEBIHAL L W HOMERH
LIRTTHN, ZO5HTH, —fRim& LTHROBATHIERIZR->TETWD, TN EF
FFlZ, SZFELEBo Lo T, FEOHBPOBEHEEDLZEL Wo T, Bl R HEE
T OMAME & 1T R DR M EFOME S FET SR TT,

MOEEEIETEIC O W T, R B R R BAT AT ONIZG IS, S0 XD RS E
COERVETL INETOMBEEOEMCHMOEL LW OIHELDLDORH DT,
IR LTLUHEEO BT MEOFEBRICLE > THAMEOH DL DO TR W d LA
G RMEERBEICPITENTEHAGE O RDIONEN) Z e BEE LW EBnET,)
OKyle Andeertk

First, we fully recognize our position here in Japan, and we appreciate how
consumers here have embraced our products.

When we think about competition, of course, there’s two aspects of that. One
is a question of whether you are dominant or not. The second really critical

question is whether there’s any harm to competition from a current particular
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practice. I don’t think this is the time or place to debate whether we are dominant.
I would say that there’s no evidence to harm to competition in any market in which
we participate.

As I mentioned during my prepared remarks, in all of the services markets in which
we compete, we are not the leading firm. We are generally number two, number
three, or even at times number four. When we look at the services market, when we
look at software that’s distributed through the AppStore, we are in very
competitive markets. We’ve embraced this openness for our platform to allow
developers, yes, within a current set of standards, to access our consumers, and
that benefits Apple. We need those services. We need those third-party developers
to continue to have products that our Japanese consumers and our consumers around
the world enjoy and love.
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I think that at first thinking about it, that the frequency perhaps could be
excessive. [ think that we certainly have established a good baseline of
transparency. My concern is that if we report every year, if there are not enormous
changes to be made, that they tend to come more in bunches, I wonder if that will
open us up to undue criticism from outside parties or developers. That anything
that we do in the area of transparency is one piece of what we are trying to
accomplish every year.
I think if the reporting is viewed as one year is disappointing, that would not
necessarily take into account how our product development cycle works. Maybe we
have something else coming in another year, two years, or we re building towards
something. If that results in a voluntary suggestion, which then becomes an order,
our product development cycle, it gets thrown a bit off course. I think that is
the concern. It’ s not so much the producing of the report but how the report could
be construed. Thank you.
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You raised the interesting issue that you re concerned about how Google and

Facebook provide their services. That’s interesting because even Apple users use
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Chrome, use the Facebook and buy stuff in Amazon. I think it’s technically very
difficult but the platform or community collaboratively set a standard for the
best practice so that your concern about other platformers on the privacy and
other issue to be resolved at least immediately?
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OKyle Andeerfs

Our goal, as I mentioned in our prepared remarks, is to provide more transparency

and to provide more tools for users to control how their data is collected and
used. I think we are very reluctant to be the regulator. That is going to lead us
into conflict with our developers, and that is largely why we have been supportive
of government efforts to provide a consistent framework.
We don’ t pretend to have all the answers. We have a perspective, and we ve embraced
an approach on our own platform for our own services. For Apple to start imposing
those on all of our developers, hundreds of thousands, even millions of developers
around the world, I think would be pretty problematic or at least challenging,
but we will continue to provide tools and services to try to give that power to
our users.
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That leads me to another question to give. How you actually screen all the apps
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on the AppStore? You have to have some kind of standards. Now you said that you
don’ t want to be the regulator, but at the same time, you have to keep the quality,
the one like limit unwanted apps

(AR -
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Again, our goal, our twin goals in running the store are to provide a great
safe place for customers to get apps and a great business opportunity for
developers. The guidelines then come out of that. We react to things that are
going on in the world. As technology develops, developers are a few steps ahead
of us. We need to make sure that the guidelines can apply to really those core
set of concerns on our side

It’s not as much that we’re trying to force them in a particular direction.
As that, we are trying to make sure that we establish a great balance between a
fair playing field for all developers and rules that can apply to all developers
equally, and making sure that our customers have great trusted place to go.
(fRR
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OKyle Andeertk

If T could add one thing. We do require each and every developer submits an app
to the AppStore to have a privacy policy that is accessible to users. We review
the apps on that basis. We do not put ourselves in the position of reviewing the
relative strength of that privacy policy. Rather, we again are focusing on giving
the user the ability to make that assessment for himself or herself
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OKyle Andeertk

From our perspective, these issues are not unique to four American companies
Rather, the issues of transparency apply to every platform. Like I said, we look
at ourselves much like Sony or Nintendo. Not every developer gets access to those
platforms. We must make decisions at times. When we say no, because we’ re concerned
about fraud or bad actors, or simply because they don’t match our guidelines,
developers don’t like that. They want to be able to have unfettered access. They

like to have access at no cost. Now this is a very small number of developers
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that have these concerns and issues, but they re hardly unique to Apple

This is true for any distributor, so we see little differences, whether you’ re
talking about digital or physical distribution, there are inevitably going to be
disputes between a supplier and a distributor. Yes, while we continue to believe
and support enhanced transparency for all platforms, and we continue to support
the important value of protecting consumer data, we want to make sure and we would
say that these values should apply to every platform, every distributor.
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