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To Our Shareholders

1t is our privilege to report on the Company’s performance
during the interim term of its 2004 business year.

Consolidated Net Sales for the Interim Period Up 1.6% Year on Year

During the interim six-month period, ended September 30, 2004, our
corporate group’s operating performance remained strong overall.
Although demand from new sectors including financial and public ser-
vices continued to increase, demand in the telecommunications sector,
particularly in the fixed-line market, was stagnant. Moreover, demand
declined in large-scale spot business, which had been the driving force
during the interim period of the previous year. As a result of this balance
of positive and negative factors, consolidated net sales rose 1.6% in com-
parison with the same period of the prior year, to ¥22,045 million.

Despite the positive effects of cost reduction measures centered on
a review of business processes, the decline in large-scale spot business,
which occurred during the same period year ago, prevented a full recovery
of profits to the original level. Consequently, consolidated ordinary
income dropped 12.8%, to ¥2,352 million, and net income declined
10.4%, to ¥1,331 million.

Inbound Services: Interplay between Positive and Negative Factors

While demand from sectors including financial and public services and
the manufacturing industry rose signif%cantly, demand in the telecommu-
nications industry, and in fixed-line services in particular, continued to
suffer from a drop in demand due to the stagnant number of new sub-
scribers. Moreover, the declining demand for the spot business, which
occurred during the same period last year, offset the positive factor of
sales. As a result, consolidated net sales for the inbound services segment
increased 3.5% in comparison with the same period of the previous year,
to ¥12,870 million.

Outbound Services: Telecommunications Services Expand

In addition to growing demand for telecommunications services, promo-
tion services for the financial industry continued to generate solid results
and our outbound services for the public opinion poll for the House of
Councillors election held in July 2004 contributed to the sales increase.
Accordingly, consolidated net sales for the outbound services segment
reached ¥3,215 million, up 21.5% compared with the same period of the
previous year.

Telemarketing-Related Services: Demand for Large-Scale Spot
Business Declines

Sales in this segment were constrained by the lack of significant activity
associated with demand for back-office services as well as the decrease of
the demand for the large-scale spot business that occurred in the same
period last year. New demand, particularly in the financial industry, offset
this result somewhat, slowing the decline in the segment’s net sales, which
totaled ¥5,896 million, down 9.8% compared with the same period of the
previous year.

Sincerely yours,

Shoji Takagi, President
MOSHI MOSHI HOTLINE, INC.
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Demand for Telecommunications Services Bottoms Out

The Company’s non-consolidated sales of telecommunications ser-
vices recorded a significant decrease of 37%, or nearly ¥6 billion over
two years, from ¥16.6 billion in 2001 when the special procurement
for MYLINE (our carrier pre-selection system) reached its peak, to
¥10.5 billion in 2003. Key factors contributing to this decline
included the reaction to large-scale promotions for MYLINE services
provided by many telecommunications companies and the integra-
tion of call centers.

However, the drop in demand for telecommunications ser-
vices is showing signs of having bottomed out in general.
Telecommunications companies offering fixed-line services plan to
launch new services that are either free or have a very low subscrip-
tion charge, starting from December 2004. In addition, promotional
activities for these companies are beginning to appear as a supporting
factor for demand in the telecommunications industry.

Consolidated net sales of the Company and our consolidated
subsidiary MAXCOM, Inc. reached the industry’s top level at
¥20.1 billion in the previous period. Since the inception of the
Company, we have gathered expertise to ensure efficient operations
for the telecommunications industry over the long term. We will
actively support promotional activities of the telecommunications
industry that are expected to increase in the future.
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Main staff of the Fukuoka Branch (with the branch
manager in the front row at right)
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MOSHI MOSHI Now

[ Fukuoka Branch Moves to New Location }

In September 2004, the Fukuoka Branch bid farewell to its office in
Nagahama, Fukuoka City, its location for 12 years since its establish-
ment in 1992, and moved into the Tenjin Twin Building in front of
Nishitetsu Fukuoka Station near Subway Tenjin Station. The new
office is ideally located in a central commercial area of Fukuoka City,
only a minute’s walk from the station. With an increased number of
expert personnel, the Branch members will work as a team to provide
high-quality services and achieve further growth and success.

[ Expanding the Series of Regional Centers }

We further boosted our operational capabilities in regional cities by
opening the Kanazawa City Center in July 2004 and the Kagoshima
and Sendai Centers in October. These three new call centers are large
in scale, with 100 seats each, and with nearly 300 staff members
employed at full operation. With these new call centers, the MOSHI
MOSHI HOTLINE Group now possesses 23 call centers covering
17 cities across Japan (see next page).

Kanazawa City has 460,000 citizens, Kagoshima City has
550,000, and Sendai City has one million. Although these cities are
the cores of their respective regions, each city faces a challenging
employment situation and there are many talented people whose
potential remains untapped. Accordingly, we aim to provide career
opportunities for superior human resources in regional cities by
continuing to strengthen our regional bases.
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FrEsht (A& B SHIRAE) (EnSTREREENR. FRETERE)

President Takagi visits the Miyagi Prefectural ~ President Takagi announces the opening of
Government Office to announce the opening ~ the Kagoshima Center to Mayor Akasaki of
of the Sendai Center to Governor Asano of Kagoshima City (right) and Governor Ito of
Miyagi Prefecture (right). Kagoshima Prefecture (center).
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[ Service Area of the Group }

As of November 2004, our service area covered a total of 23 business
bases in 17 cities.

{ Initiating the Supervisor Certification Examination }

Call centers do not consist of telephone operators alone. It is no
exaggeration to say that call centers have a corporate structure and
that the success of their operations depends on their middle manage-
ment: in other words, their supervisors. Supervisors manage and
instruct telephone operators who are assigned the front-line duty of
handling telephone calls, and are in charge of dealing with questions
and customer queries that cannot be answered by telephone opera-
tors. They are also required to possess extensive knowledge needed to
read a range of data indicating the quality and productivity of call
centers, implement improvement measures, and manage revenues
and expenses.

To guarantee the same level of quality service throughout the
call centers for our clients and to further improve our services, we
started a skill qualification test program for our supervisors. We aim
to carry out a series of measures to ensure that we can continuously
provide a higher quality of services in the future.

EHHBR  EmEEm
Taking a practical test

Taking a written test



BIFEsER Summary Financial Statements
W AEEEEEXTERZR Consolidated Balance Sheets B AEELEERETEE consolidated Statements of Income
(BAM.K#EEHE  Milion yen) (BAM. FiEgHE  Milion yen)
SE17HIRRE | SE18HAchRT | HEIREE SE17HARR | SE18HARR | HEEE (%)
For the si i
Son*Shus | s Shos | P g i | g e Peane
EEDER / Assets bl ot 21,707 | 22,045 +1.6
I RENEE 13,679 | 15,924 | +2,245 Net sales
Corrent assets FUN—07 1 Y IRBIA 21,625 | 21,982 | +1.7
IE@&U?E@ 7,467 9,709 +2,242 Telemarketing business revenue
Cash and deposits o i
ERFRHRUTESS 4,140 | 4,310 | +170 R 81 62 235
Notes and accounts receivable
ZDfth 2,072 1,905 -167 5oL IR 17,042 | 17,751 +4.2
Other current assets Cost of sales
I EESE 8923 | 3946  +28 LA 4665 | 4294 | -80
Gross profit
EHEEAE 1,380 | 1,282 | -148 ’
Tangible fixed assets SRR U— SRR 2,011 | 1,978 -1.6
?ﬂ}g%if%& 292 212 -80 SG&A expenses
ntangible fixed assets
RAZ OIORE 2250 | 2,501 | +251 ol 2,653 | 2815 -127
Investments and other assets Operating income
;ﬁl%ﬁ?‘f 17,603 | 19,870 | +2,267 EE T e 44 38 -13.6
otal assets Non-operating income
BEDER/ Liabilities ERNER 1 —_ —
. iﬁ,ﬁﬁl{%l 5,149 4,871 278 Non-operating expenses
Current liabilities
*ﬂx? 2,553 2,732 +179 fdi#na*ruyﬁcome 2,696 2,352 128
Accrue expenses
ZDfth 2,596 2,139 -457 RS 7 9 +28.6
Other current liabilities Extraordinary income
Il EE&RH 310 303 = HRlES 118 93 | -21.2
Long-term liabilities Extraordinary losses
H=H 5,459 , -284 ]
el T 8 BE SRR 2,585 | 2,268 | -12.3
Income before income taxes
L 3 TS EAB. (ERBRUEREB 1,084 869 | -19.8
. ﬁztﬁ 998 998 O Corporation, inhabitants and enterprise taxes
Common stock
I EARRE 1,202 | 1,205 +3 ENBSRRE 15 67 | +346.7
Additional paid-in capital Corporation tax adjustment
I s R 10,153 | 12,680 | +2,527 PRISRES 1,485 | 1,331 | -10.4
Net income
Iv. ZOthElEEsFHl=LaE 6 9 +3
Net unrealized holding gains on securities
v. B 217 -197 +20
Treasury stock, at cost
=ZN=H 12,143 | 14,695 | +2,552
Total shareholders’ equity
aff - EXGEt 17,603 | 19,870 | +2,267
Liabilities and total shareholders’ equity




