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Dear Shareholders

O All key businesses are making satisfactory progress

1. Financial related services

Starting last year, your company's services to the financial industry
have been expanding. Services to insurance companies preceded and
your company expanded its business to security companies and
banks. Although the size of call centers for financial industry other
than insurance companies are still small, the services to financial
industry is growing to be a main force of your company's business
due to following factors. The defined contribution pensions plan that
has been aready introduced in U.S.A. will be introduced in Japan,
and the mail order insurance business and the Net-stockbrokers busi-
ness are on rise now. Your company assumes that the financial
industry will grow into the large market for Teleservice business in
due course because of the ease of regulation.

2. Outbound Business

Your company has opened two outbound centers last year. Right
now, your company operates four outbound centers in the Tokyo
area. Your company is expecting outbound business to become the
principle factor of profit, as the market size of outbound business is
greater than inbound business in U.S.A. where Teleservice business
is advanced. For the past year, your company's outbound business
have made for little profit because of up-front cost. However, your
company at last reached the point to make profit by obtaining enough
business to fill its capacity. Inbound and outbound businesses are
inseparable and the demand will increase further in the future.

30 SCM Business (Supply Chain Management)

The growth in Internet business require corporate entity for legerity.
Your company provides managing information for commodity and
its circulation, like iventoly contorol, delively, and pay. Call and/or
Web center is a core of series of all services. The number of requests
for the proposal on SCM services has been increasing and your com-
pany intends to devote itself to SCM business. Your company
regards SCM Business as one of its key business.
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O Actions have been taken to improve profitability

The decrease in your company's profitability is projected for the fis-
cal 1999 due to specia procurement demands of broadcasting com-
panies and preceded investments. Your company is taking the fol-
lowing actionsin order to improve its profitability.

1. Opening of Sapporo Branch

As of October 1, 1999, your company has been merged with
Teleguide Japan, a Teleservice company that has had a business base
in Sapporo. Labor costs are taking up alarge proportion of the entire
costs in your company. Labor costs are mainly consisted by wages
to operators who are the front line of call centers. Your company's
profitability will not be improved unless labor costs are improved.
Your company is aware of the possibility that a simple reduction of
labor costs may incur the deterioration in service quality. Even
though Sapporo is a large city that has the population of more than
1,800,000, the labor costs there is relatively inexpensive in compari-
son with other large cities in Japan, in addition, there are advantage
to ensure human resourses. The Sapporo branch is an additional
value of service that your company can provide to its clients by
ensuring the service quality.

2." Productivity Improvement” and“ Increasing Value”
Although selecting a call center location to where the labor costs are
lower is an efficient way to reduce cost of operating Call Center, it
would not make much contribution to your company's profitability.
Therefore, your company must think up strategies of improving the
productivity and to increase the value of services, and take actions.
As of October 1999, your company has established the "New
Education System" to improve productivity and opened "Marketing
Science Institute” to increase the value. These are first steps your
company has taken to improve its profitability. (Please refer to
Moshi Moshi Now)
Sincerely,

Shoji Takagi
CEO & President
MOSHI MOSHI HOTLINE, INC.
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New Education System

As afirst step to improve productivity, we have
established a new training system and facility. With
this system, trainees can receive training in the envi-
ronment corresponding to actual call centers. The
new training facility also enables trainers to monitor
trainees with a centralized system. The role-play
training for call reception used to be given individu-
ally, but with a new education facility multiple
trainees can receive the training at the same. New
training system provides your company with not
only the productivity, but also speedy and high qual-
ity education.

Data Mining Service

Your company established the "Marketing Science
Ingtitute" to increase the value to Teleservice. Your
company has professionals of data mining to provide
this service. Your company's data mining profes-
sionals provide practical and scientific marketing
strategies to its clients. Data mining is an analysis
method to classify customers in various ways based
on of course age and sex, the order of goods pur-
chased, matching of goods purchased, and cus-
tomer's behavioral pattern. This data analysis
enables your company's clients to provide their cus-
tomers with suitable proposal
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0 When Internet becomes more popular...0]

What would happen if the Internet becomes more popular? People
would no longer use the telephone? Would there be no need for call
centers? The diffusion of the Internet in Japan is about 12%, while it
isabout 40% inthe U.SA.. Theratioishigher inthe U.S.A. because
of the lower connection charge with the widely introduced fixed ser-
vice charges. Why don't we look for the answer to our question in
the market of the U.S.A. where the Teleservice business and the
Internet business have started?

0 Teleservice market in U.S.A. is continuously growing[
The graph(Please refer prior page) attached is the transition of oper-
ating time of fifty large Teleservice companiesin the U.S.A.. Asyou
can see on this graph, both inbound and outbound of Teleservice
business are consistently growing even though the Internet is dif-
fused widely in the U.S.A.. The reason is that the Internet business
is creating the demand for call center business.

0 Wide access to information creates the demand for Call centers
You can access to numerous kinds of information through the
Internet for 24 hours a day and 365 days ayear. Visua information
is provided along with written information. However, there is only
limited information you can receive from the Internet, and it raises
guestions among Internet viewers. What would you do if you were
one of them? You would probably send an E-mail or make phone
call to resolve the question you may have.

O Evolution to Web-Call Centerd

Of course only people can handle telephone conversations, as the
capability of automated 1V R(Interactive Voice Respond unit) is lim-
ited. Then, who would handle the E-mails that are received at Web-
Call centers? It would be people. Since each individua who sends
the E-mail would have different questions or inquires to ask, people
would handle operations in Web-Call centers. The number of Web-
Call Center where customers can reach operators by Telephone,
Facsimile, and E-mail isincreasing right now in the U.S.A.. The ser-
vice that customers can chat with operators (talk on the Net) is the
additional function of this call centers. The response to telephone
calls takes precedence over responding to the E-mail at this call cen-
ters. And, the time when operators do not have telephone calls to
handle they could spend their time responding the E-mails received.
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Items end of Sept./99 end of Sept./98 end of Mar./99
OO0O000/AssetsO
100000 5,308 3,353 5,421
Current Assets Total
ooooooao 2,368 1,349 2,744
Cash and Deposits
] O O 1,947 1,591 1,759
Account Receivable Trade
O ] O 993 413 918
Others
I0D0DO0OoD 1,626 1,172 1,413
Fixed Assets Total
oooooo 570 496 522
Tangible Fixed Assets
ooooogoo 123 65 65
Intangible Fixed Assets
gooogooooao 932 609 825
Investment and Other Assets
oooo 6,934 4,525 6,835
Assets Total
00000 /LiabilitiesO
Iooooao 1,918 2,155 2,474
Current Liabilities
IoOOoOoOoDo 139 90 100
Fixed Liabilities
oooo 2,058 2,246 2,574
Liabilities Total
00000 /Capitald
Ioooa0O 918 280 918
Capital
ID0DOo0DO0oO0OO 1,158 281 1,158
Capital Reserve
DIoooOoOoo 76 62 62
Earned Surplus Reserve
Voooooooo 2,722 1,654 2,121
Other Surplus
oooo 4,876 2,279 4,261
Capital Total
goooooo 6,934 4,525 6,835
Liabilities and Capital Total

oo oooo oooo ooo
Items Interim/F.Y 99 | Interim/F.Y 98 F.Y98
O O O 8,792 8,462 17,081
Sales Proceeds
gooOoooOooooooo 7,579 6,841 14,013
Telemarketing Business
00oo0o00ooOooon 1,050 1,474 2,748
Telemarketing Goods Sales Business
goooboooooobo 163 146 319
Others
oooo 6,791 6,402 12,857
Cost of sold goods/services
ooooo 2,001 2,060 4,223
Gross Profit on Sales
goooooooooo 1,090 1,197 2,238
SG&A Expense
oooo 910 862 1,985
Operating Income
ooooo 91 5 15
Non-operating Income
ooooo O 14 59
Non-operating Expenses
oooo 1,001 854 1,941
Recurring Profit
oooo 165 4 2
Special Profits
oooo 45 22 23
Special Losses
oooooooooooo 1,121 835 1,920
Net Profit Before Tax
pooooogoo O 358 ]
Corporate Tax, Resident Tax
0ooooooooooo 489 O 976
Corporate Tax, Resident Tax and Business Tax
oobooooooo 631 477 944
Net Profit




