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Net Sales Rise 46% Year on Year

During the six months ended September 30, 2001, Japan’s economic
environment continued to suffer from a range of problems, which prompted
us to remain on continual alert. However, corporations’ willingness to boost
their marketing techniques, which has driven our business performance thus
far, remains quite strong. Companies show no sign of losing enthusiasm to
convert face-to-face marketing techniques and conventional corporate
resource utilization into new business models—such as communications
techniques based on information technology (IT) infrastructure and
utilization of outsourcing—to improve their competitiveness. Supported by
these corporate initiatives, our net sales posted steady growth, rising 46%
year on year, to ¥16,049 million.

Inbound Services: Services for Communications Led the Way

Service solutions delivered to communications businesses—our major customer
base—are not limited to conventional offerings for stationary phone services
and wireless communications businesses. As a result of the increasing number
of broadband-based services launched by communication firms, the need to set
up new contact centers is on the rise. Meanwhile, our services geared to the
financial sector, on which we have focused significant effort in recent years,
remained quite healthy. Due to the continuous growth of demand, particularly
from financial corporations in need of corporate restructuring and streamlining
to achieve organizational efficiency, the Inbound Services segment posted net
sales of ¥9,289 million, an increase of 51% year on year.

Outbound Services: Strong Demand for Marketing Promotion

In recent years, outbound services, which deal with activities concerning
marketing promotion, have shifted from the conventional usage-based
charging system into performance-based compensation while the need for
such services is expanding. Backed by increasing demand, our
communications facilities enjoyed high rates of capacity utilization. In
addition, Japan’s Upper House election, in the summer of 2001, gave us an
opportunity to provide a public opinion poll service. Trusted by many
corporate clients, the poll service posted the highest sales ever recorded for a
political election, albeit it was rather limited in scale. As a result, the
Outbound Service segment performed very strongly overall, with net sales
surging 61% year on year, to ¥3,205 million.

Telemarketing-Related Services: Expansion Driven by
Services for Communications Sector

This segment derives its income primarily from administrative operations at
contact centers and temporary help services. During the term under review,
the volume of administrative operations we processed grew in line with the
expansion of our customer base, especially new subscribers in the
communications sector. Temporary help services geared to financial
businesses, which drove the sharp growth of our Inbound Services, were also
well received throughout the period. As a result, this segment’s net sales rose
51% year on year, to ¥3,452 million.
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Working All-Out to Spot New Trends

We expect our business to be affected more deeply by social changes
such as deregulation than by cyclical trends in the economy. For
instance, deregulation, system reforms and adaptations of new busi-
ness models, which have been implemented by both the private and
public sectors in response to recent changes in the economic environ-
ment, have provided us with a spectrum of business opportunities for
growth up to now.

Most of the changes taking place around us are aimed at the
recovery of competitiveness, and to this end, operational efficiency
must be improved on an individual corporate basis to match
globally accepted levels at a minimum. Solutions to support such
corporate initiatives—such as outsourcing techniques and
call-center functions based on IT infrastructure—are exactly what
we offer to our clients. In this sense, we believe we are expanding
our responsibility to society by delivering such crucial services.

Looking ahead, we do not expect the “changes” currently taking
place throughout society to come to a halt. In the field of information
and communications, a number of significant changes are still taking
place ahead of the arrival of the broadband era. In the sphere of
reforms affecting the public pension system, a Japanese version of
U.S.-style 401(k) pension plans (defined contributory pension plans)
was launched in October 2001 to help counter the burden stemming
from the falling birthrate and rapidly aging population. Even the
energy sector, which until recently was thoroughly insulated from
competition because of its importance to the nation’s industrial base,
now finds itself exposed to the market mechanism. Meanwhile, the
administration of Prime Minister Koizumi is pushing forward with
his structural and organizational reforms on the public front, arguing
that Japan’s future is at stake. All these factors suggest that an even
greater number of business opportunities lie before us.

In this environment, we believe it is essential to spot the earliest
signs of change, and to support and direct those changes that are
socially desirable by tapping our capabilities to the fullest possible
extent. Efforts must be made to enhance our services in terms of
quality, speed and added value, to boost our functional performance
to an even higher level. As a company willing to play an active role
in promoting change, MOSHI MOSHI HOTLINE is committed
to its individual customers and corporate clients, from whom we
strive continually to gain greater trust.
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A contact center operated by Prime Communications Systems (PRICOS)
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In July 2001, we signed a strategic business partnership agreement

1. Strategic Business Partnership with SR.Teleperformance

with SR.Teleperformance (SRT), which operates more than 145 call
centers in 30 major countries, with a heavy concentration in
Europe. We also acquired 100% of SRT’s subsidiary in Japan. As a
result of the partnership, both SRT and MOSHI MOSHI HOT-
LINE plan to offer global services to customers, in addition to tak-
ing advantage of this partnership in the areas of staff training, stud-
ies of the latest technologies and mutual customer referrals. The for-
mer Japanese subsidiary of SRT that we acquired will make a fresh
start under a new name, Prime Communications Systems (PRI-

COS).

2. Formation of Job Pocket

In line with the expansion of our business activities in recent years
and the need to keep pace with the economy’s accelerating tempo,
we are increasingly focusing on the quantity and speed of recruit-
ment—in addition to the quality of new employees in our hiring
process for telemarketing and the position of customer service repre-
sentatives marketer. We have implemented a range of pilot
measures, including the creation of a dedicated website in spring
2001 to solicit job applications online and the establishment of a
new center with adjacent day-care facilities for children, so that
women with children are better able to join the workforce. In July,
our recruitment office was relocated to the ground-floor level of our
headquarters, to provide easier access to prospective job applicants.
This new recruitment office, renamed Job Pocket, is redoubling its

efforts to recruit outstanding personnel.

3. Creation of the Poll Survey Dept. and the
IT Development Dept.

We are establishing a reputation for impeccable execution of market
research. To build this activity into a profit center in the future, in
October 2001 we established the Poll Survey Dept., staffed by sta-
tistics experts. At the same time, we established the IT Development
Dept. to boost our systems development capabilities, to address our
clients’ increasing demand for systems development.
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The Growth of ADSL

Recently, a new communications service called advanced digital sub-
scriber line (ADSL) is gaining popularity. Currently, it is one of the
most practical broadband services available.

ADSLs features include the following:

(1) It employs copper-wire telephone circuits that are widely used by
ordinary households to gain access to broadband communications
service. In other words, unlike broadband services based on cable
television and others, no major installation work is needed.

(2) Unlike, telephone dial-up services, ADSL does not incur any tele-
phone charge for connection to the access point, and therefore
users can enjoy the Internet without worrying about a phone bill.

(3) In the case of ADSL services that offer a data transmission speed
of 8 Mbps, the speed is theoretically 140 times faster than the
most popular analog-based narrowband transmission speed of 56
Kbps. This astonishing speed facilitates comfortable website
viewing and stress-free downloading of music and other data.

(4) The telephone and the Internet can be accessed simultaneously.
In the United States and Korea, for example, ADSL services are

widely available. In Japan, ADSL services will become available from

more than one service provider in all major cities and surrounding

areas by the end of 2001.

The rapid penetration of ADSL is partly a reaction to growing
dissatisfaction with the speed of Nippon Telegraph and Telephone
Corp.’s (NTT’s) integrated services digital network (ISDN) service,
which has prompted the switch to high-speed, large-capacity commu-
nications. In addition, NTT’s subsequent and full-fledged participa-
tion in the ADSL arena has dramatically expanded the geographical
areas where ADSL is available. Aggressive price cuts by several ADSL
service providers have also contributed to the present popularity.

ADSL can be viewed as a technological bridge to a network soci-
ety, and with the proliferation of ADSL, businesses specializing in
broadband contents—such as streaming and network games based
on continual Internet access—are expected to experience a boom.

ADSL offers advantages not just to general consumers but also to
businesses that provide such services. It has eliminated the need to build
a large infrastructure, which previously had been necessary to launch
communications services, and thus has substantially reduced the amount
of initial investment compared to conventional communications ser-
vices. Advances in communications technology, including ADSL, will
encourage a number of businesses to enter the communications business
market. This will translate into greater business opportunities for us,
since we operate contact centers tailored to just such businesses.
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B S{EXH88 R Balance Sheets

[ | ;EHE"’E% Statements of Income

(BAM.Ki#EFHE  Milions of yen)
SE15HAhME | 14800 | HIEER
As of As of Amount
Sept. 2001 | Sept. 2000 change
EEDER / Assets
I RENEE 9,001 6,734 | +2,267
Current assets
RERUHESE 4,272 3,097 | +1,174
Cash
FoHE 2,788 2,529 +258
Accounts receivable
ZDfth 1,941 1,107 +834
Other current assets
Il. EE&EE 3,302 2,516 +786
Fixed assets
B EEEE 1,157 851 +305
Tangible fixed assets
B EEEE 246 157 +88
Intangible fixed assets
REZ DHEE 1,899 1,506 +392
Investments and other assets
BELQE 12,304 9,250 | +3,053
Total assets
BEDB / Liabilities
I FEafE 3,795 2,714 | +1,080
Current liabilities
. EE&fE 162 173 -10
Long-term liabilities
BESE 3,958 2,888 | +1,069
Total liabilities
EADER / Shareholders' equity
. &FE 998 998 0
Common stock
Il. BEXREREE 1,202 1,202 0
Additional paid-in capital
. FIESEERE 127 96 +31
Legal reserve
IV. ZDfthRIRE 6,011 4,066 | +1,945
Retained earnings
V. ZOftiEEEEsS T lERE 7 -0 +8
Securities valuation difference
VI. BEH%R -0 — -0
Treasury stock
=ZN=H 8,346 6,362 | +1,983
Total shareholders’ equity
B - afaast 12,304 9,250 | +3,053
Total liabilities and shareholders’ equity

(BAM. Ki&EEHE  Milions of yen)
SE155ARE | 5514580 | iR (%)
months anded| manihs ended| eroentage
Sept. 2001 | Sept. 2000 change
bl o= 16,049 | 10,928 | +46.9
Net sales
FUN=IT 1 VIEBRA 15,947 | 10,406 | +53.2
Telemarketing business revenue
FUR—=UT 4 v IEEEL = 335 —
Telemarketing product sales
Z DDA U EmTE L 102 186 -45.1
Other sales
bl ol 12,268 8,401 +46.0
Cost of sales
brllut 5152 3,781 2,527 | +49.6
Gross profit
IRFeE N U —REEE 1,747 1,225 | +42.6
SG&A expenses
=€ Sl 2,033 1,301 +56.2
Operating income
= SAIE 28 6 | +342.4
Non-operating income
SE It 0 0 _
Non-operating expenses
EEFI 2,061 1,308 | +57.6
Ordinary income
AR = 0 —
Extraordinary income
LEEEPS 14 22 | -34.9
Extraordinary losses
5 [RT=HAREFI &S 2,047 1,287 | +59.0
Income before income taxes
BB (ERBENMUSEER 823 575 | +43.1
Corporation, inhabitants and enterprise taxes
YN TR ] 63 -20 —
Corporation tax adjustment
BRI 1,160 733 | +58.2
Net income




