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o Our Snarenolaers

It is our privilege to report on the Company’s business performance
during its 18th business year, ended March 31, 2005.

During the fiscal year under review, there was a decline in
demand in large-scale spot business, which had contributed to our
financial performance during the previous fiscal year. As a result, our
18th business year began with a projection of a significant drop in net
sales and profits compared to the previous year. During the fiscal-year
second half, however, sales to the telecommunications industry, which
had been decreasing significantly, began to show signs of bottoming
out. At the same time, sales to the financial and public services and
manufacturing industries continued to expand, dramatically exceeding
our projection announced at the beginning of the fiscal year. This
enabled us to offset the sales decline in the large-scale spot business
from the previous year. As a result, consolidated net sales rose 4.2% in
comparison with the previous fiscal year, to ¥46,873 million.
Consolidated ordinary income dropped 1.1%, to ¥5,671 million, while
consolidated net income increased 3.7%, to ¥3,255 million.

Inbound Services: Services E)ﬂ)and for the Financial and Public
Services and Manufacturing Industries

In inbound services, due to the completion of the call center integration
project for our corporate clients, the pace of the sales decline in the
telecommunications industry began to slow. Moreover, efforts contin-
ued to expand our call centers in industries such as financial and public
services and manufacturing, and decreasing demand for the spot busi-
ness had a relatively small effect on our business. Consequently, consol-
idated net sales for the inbound services segment remained robust, at
¥27,351 million, up 11.1% compared with the same period of the
previous year.

Outbound Services: Growing Services for the Telecommunications
and Financial Industries Offset by Lower Special
Demand for an Election

Sales in this segment were constrained by the decline in our outbound
services for the public opinion poll for the House of Representatives
election held in November 2003. Nevertheless, as we promoted and
expanded marketing activities for the telecommunications and financial
services industries by outsourcing them, demand for our outbound
services continued to be strong. Negative and positive factors thus
counterbalanced each other, causing consolidated net sales in the
outbound services segment to remain approximately the same as the
previous year’s level, at ¥7,537 million. This represented a 0.2%
decrease compared with the same period of the previous year.
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Telemarketing-Related Services: Services Decline for Large-Scale
Spot Business

Although telemarketing-related services for the financial services indus-
try remained healthy, decreasing demand for the large-scale spot busi-
ness, which had contributed to profits during the previous fiscal year, as
well as a drop in the number of new subscribers for some telecommuni-
cations services, prevented a recovery from the lower demand.
Accordingly, consolidated net sales for this segment fell 6.2%, to
¥11,880 million, compared with the same period of the previous year.

Going forward, we are working to boost our competitiveness and
management base by focusing on three goals, as follows.

Expanding Regional Bases

In recent years, the Company has been vigorously strengthening its
regional bases to improve its ability to acquire superior human resources.
After opening four centers during the fiscal year under review (Sendai
Aoba, Kanazawa, Iyo Matsuyama and Kagoshima), as of March 31, 2005
we were operating call centers covering 24 business bases in 18 cities.

We aim to continue to strengthen our regional bases and develop
regional staff members to maximize the superior human resources in
regional cities.

Facilitate Aggressive Performance by MAXCOM

Since MAXCOM, Inc. joined our corporate group on March 31, 2003,
both the Company and MAXCOM have worked together closely to
promote management restructuring. As a result, we succeeded in achieving
our initial goal of improving our cost structure and overall productivity.
Looking ahead, with the goal of expanding our services to new clients
and strengthening our marketing capabilities, we aim to implement a
range of strategies to further enhance our management base.

Strengthening the System for Business Field Expansion

The basic added value generated by our corporate group means providing
consistent solutions by objectively analyzing various operating processes
of individual corporate customers, consolidating and integrating
implicit knowledge and experience-based expertise and proposing a plan
for drastic reform through standardization as well as executing a reform
by implementing this plan. Keeping a main focus on call centers and
their related businesses, we will continue to work to strengthen the
trusteeship system.

June 2005
Sincerely yours,

Shoji Takagi, President
MOSHI MOSHI HOTLINE, INC.
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Inbound Services

We operate customer service centers and other call centers set up by
client companies as an outsourcer. Specifically, inbound services are
those that respond precisely to a wide range of telephone and e-mail
inquiries and complaints from consumers and collect marketing data.
Our client companies capitalize on the data gathered at the call centers
to develop and improve their services.

Outbound Services

Outbound services include introduction of new services and other
promotional activities targeted at consumers via telephone
and e-mail by leveraging the customer data owned by the client
companies, as well as the data collected at the call centers.

Telemarketing-Related Services

Behind the inbound and outbound services on the call centers’ front line
(as front-office businesses including actual interaction with customers),
telemarketing-related services focus on back-office activities including
administrative operations. We also provide training, data mining and
other consulting services as part of peripheral business lines for call
centers, as well as temporary help services.
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B4{K Non-Consolidated & Consolidated

XABIKD 17, 188

*ABEIKD 16, 17, 188

Note: From the center, the three concentric
rings show the breakdown for the
fiscal years ended Mar. 31, 2003,
2004 and 2005, respectively.

Note: From the center, the two concentric
rings show the breakdown for the
fiscal years ended Mar. 31, 2004 and
2005, respectively.
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The figures for the 17th and 18th business year are on a consolidated basis.
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Kanazawa Center
Center Manager Mr. Nakamine (third from left)

“Kanazawa is well known as a historic city. All staff members are lively
and reliable, working together to achieve customer satisfaction.”
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Kagoshima Center
Center Manager Mr. Sakaguchi (back row, center)
“We have a team of strong but gentle staff members who were raised
next to the ocean and the island of Sakurajima.”

MOSHI MOSHI Now

[ Four Centers Opened in Regional Cities }

During the fiscal year under review, we opened four centers: the
Kanazawa Center in July 2004, the Sendai Aoba Center and the
Kagoshima Center in November 2004, and the Iyo Matsuyama
Center in March 2005. Each center has 100 to more than 200
locally hired staff members already working on site.

In the future, we will further promote hiring of additional
staff members and strive to build call centers of high quality that
are esteemed by consumers and are places where employees feel
proud to work.
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Sendai Aoba Center

Center Manager Mr. Maeda (back row, far right)

“Sendai, a city known for its modernity, is located close to nature. There
are many opportunities here to recruit excellent human resources and this
helps reduce costs, so we aim to become a high-profit center.
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Iyo Matsuyama Center

Center Manager Ms. Nakayama

“Ehime Prefecture is famous for its mandarin oranges, and our center
opened in Ehime’s most dynamic city. In fact, all our staff members are
just as fresh and lively as mandarin oranges!
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[ Contributing to Regional Job Creation }

As call centers engage in customer services and marketing activi-
ties using telecommunications, in principle they can locate
themselves anywhere as long as they maintain a supply of
competent human resources.

Until several years ago, Japanese call centers valued easy
access to their clients” headquarters and were located primarily
around the Tokyo metropolitan area. In recent years, however,
telecommunication rates have continued to fall and the size of
call centers has expanded. While the problem of balancing the
supply and demand of human resources has become serious in
the Tokyo metropolitan area, it is relatively easy to secure compe-
tent human resources in regional cities where there are fewer job
opportunities. Moreover, municipalities have been strengthening
their support systems for corporations. Against this backdrop,
client companies have begun to actively consider moving or
opening their call centers in regional cities.

The accompanying chart shows the change in the number
of staff members working at MOSHI-MOSHI HOTLINE’s
regional call centers since we launched plans to reinforce our
regional bases. When we went public, the number of regionally
based staff members was only about 1,600. As a result of our
efforts during recent years of proposing that client companies use
human resources in regional cities, the number has risen to 7,000
at the end of the fiscal year under review, approaching close to
50% of the total number of staff members.

All the regional cities where we opened our call centers had
been concerned about the increase in the number of their young
unemployed people. Accordingly, they have expressed great appre-
ciation for our creation of job opportunities for several hundred
people at each call center. In the future, we will continue to active-
ly propose using human resources in regional cities, to link our
requirements with a contribution to society.

WD DR DEE (FR 1 7E3AEMRAEE)
An Expanding Gap in Job Opportunities
(Ratio of effective job offers to job seekers as of March 2005)
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W EFEIS 2 ETEZ Consolidated Statements of Income

(AAM.K#ETHE  Milions of yen)

(AAM.K#ETHE  Milions of yen)
178 551841 B
As of As of Amount of
Mar. 31,2004 | Mar. 31,2005 |  change

EEDER/ Assets

I RENEE 16,213 | 18,318 2,105
Current assets
RENUTRE 9,405 9,750 345
Cash
FHE 5,216 6,150 934
Accounts receivable
TeISEERE 348 1,150 802
Inventories
RS ERE 468 424 A4
Deferred tax assets
ZDfth 791 860 69
Other current assets
B35 A7 A7 0
Allowance for doubtful accounts

Il. BEE&EE 3,740 4,376 636
Fixed assets
B EEEE 1,315 1,248 ABT7
Tangible fixed assets
B EEEE 271 222 449
Intangible fixed assets
REZDMDEE 2,152 2,905 753
Investments and other assets
BELGE 19,953 | 22,694 2,741
Total assets

BfDEB/ Liabilities

I REafE 6,037 6,025 212
Current liabilities

Il. BE&fE 314 274 240
Long-term liabilities
BfESE 6,352 6,300 452
Total liabilities

EADER / Shareholders’ equity

. BAE 998 998 0
Common stock

Il. BARIRE 1,202 1,205 3
Capital surplus

. FIERIRE 11,606 | 14,374 2,768
Retained earnings

Iv. ZotEmEEsFHl=LaE 11 9 A2
Securities valuation difference

v. Bt 2218 4193 25
Treasury stock
BAGE 13,601 16,394 2,793
Total shareholders’ equity
BERUEREE 19,953 | 22,694 2,741
Total liabilities and shareholders” equity

SE17HA 25184 IR
ended Vo 31, | ended ia 31, | Amount of
2004 2005 change
bl o= 44,969 | 46,873 1,904
Net sales
TUY—=TT 1 VIEBRA 44,831 | 46,769 1,938
Telemarketing business revenue
ZDfthDINA R UE ST 138 103 A35
Other sales
5o LIS 35,562 | 37,581 2,019
Cost of sales
S L eFla: 9,406 9,292 A114
Gross profit
RERRU—IA SRR 3,929 3,929 0
Selling, general and administrative expenses
p=t Sl 5,477 5,362 A115
Operating income
SR 260 310 50
Non-operating income
EENEA 5 1 Javi)
Non-operating expenses
R 5,731 5,671 A60
Ordinary income
YRR 47 9 A38
Extraordinary income
§RIE% 313 163 2150
Extraordinary losses
SRR A TR 5,466 517 51
Income before income taxes
EAH - (ERHRUERR 2,442 2,230 A212
Corporation, inhabitants and enterprise taxes
EABIERESE A115 32 147
Corporation tax adjustment
LRl 3,138 3,255 117
Net income
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M E#EFvyY2-70-5EZ consolidated Statement of Cash Flows
(FH. Kt Thousands of yen)

Summary Financial Statements ¢ Shareholder Information

B FIEEL 5 ETEZE statement of Appropri

ation of Profit

(FM. K@t Thousands of yen)

#E

Item

28

Amount

I SRS FIES

Undivided profit

Il. (EEFRIIENAEEA

Reversal of reserve for voluntary reserve

1. BB E R SRR

2,014

2,839,149

2,014

Reversal of reserve for reduction of asset's cost
OE
=
Total
FIIADER
Amount of net profit appropriated

1.5E

Cash dividends
2188858
Officers’ bonuses

(ERESE)

(Directors’ bonuses)

(BEBERESSE)

(Auditors’ bonuses)

3.EERIE

Voluntary reserve

AEHISE 1

,600,000

287,369
32,600
(31,000)
(1,600)

2,841,164

1,919,969

Contingency reserve

V. REEEF

Earned surplus carried forward to next term

921,194

[ | ﬁiﬁﬁﬁ Shareholder Information

I ANV

K%E

. BHDRITT DR DIEE oo
- BATERKORE (BCHIUERE) e
- BT EH (REIRE. BERERC) e

21,096,000%
5,747,398%

2,106%

KHEEDRR
(Shareholders)

FRAEKIE

Shares
F# (Thousands)

FRIELEE
Percent
(%)

Cash and cash equivalents, ending balance

#7 7 251848
. B k165348 1H
B E FR17£3A318
L. EXEHICEDFryoa-T0—
Cash flow from operating activities
HESTIETIHAMFUZS 1ncome before income taxes 5,517,959
THH{EENEE Depreciation and amortization 379,931
SRR RE IR ization of li account 220,028
EEEME(EHN Amortization of goodwill 5,000
S[ZZDiRIMEE Decrease in allowance reserve 238,535
ZEFIE N UZHECZE interest and dividend income 4,597
SZILFIE interest expenses 39
BB ERRFEANIEZR Gain on removal and sale of fixed assets 71,409
%J:{E}E(DEHHZE Increase in receivables AQ22,224
TEIFENEEEDIENNER increase in inventories 801,546
A BIEDIENNEE increase in trade payables 167,627
FRILFEDIBNNEE increase in accounts payable 453,920
REESMD3ZILEE Amount paid for directors’ bonuses 228,350
Z DAt others £204,715
I\ET subtotal 4,575,889
FIERUBEHEDZHEE interest and dividends received 4,430
FIED3ZILEE Payment of interest A39
EANTHEEDIZHNER Payments for corporate taxes 22,771,019
EFEHICLDFryy1T70-D55 1,809,262
Net cash provided by operating activities
Il. FEEFBICLDF Py Ya-T0—
Cash flow from investing activities
ﬁﬁ,liﬁgoﬂi h_ KB £325,315
for acq ible fixed assets
ﬁﬁflﬁliﬁ&ﬂ)ﬂi lg KD 251,822
for ac ible fixed assets
EEEE@J SHIC J:Z)llil Proceeds from sale of fixed assets 3,385
BENURIEEDEAIC LD £128,198
Increase in fixed leasehold deposits
BERURIEDEEC L DINA 193,234
Collection of leasehold and security deposits
TEHATEEDFEAIC K DIZH income from time deposits A500,000
ZDfth others AD224,294
BEEEICKDF vy Y1 T70—D5 21,083,010
Net cash used in investing activities
. MEEEIC LD F vy v a-T0—
Cash flow from financing activities
BN DEYSIC K D3ZH payments for buyback of own stock AT94
ARy IF T 2y OHEFHTEICKDINA 28,792
Income from the execution of stock option rights
ECH R D3Z$\EE Dividends paid 459,937
MEEEIC LD F vy 1 T7O0—D5E 431,939
Net cash used in financing activities
IV. RERURERFYOENMEA 344,311
Increase in cash and cash equivalents
V. RERURERSVHEES 9,405,771
Cash and cash equivalents, beginning balance
VI BRERURERSVHKRES 9,750,083
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1. BANS AT+ - U—EREERITHIRH
(EH7 &Y MEFERITHISED -
=HYERISHRES(HEED)

BRI 2T« - U—EZEERRTHIAH (EEED)
BAY25— b5 MESERTHIEH (§E0)
'Y SV EfRREFRET

BERNSRT 1 - U—EREFERITHR R
(FRIEFERITHESRS - v SV ERRERISHT
REHARERED)

BALRRRIEE ST

7. BARS AT+ - U—EREERITHARH
(FPR=H{SFERITIRMIS(HESED)

8. HAR NS RF« - U—EREFERITHHEH
(EH7 Y MEFERITEERS -
HRE=HERIBITRIBIE(HEFED)
9. BEVAY-RIVU—-FUR-AVI\Z—
AV5—FaFr)-UZTFyR
10. ¥ FI—AIVN\wHY VU IX I4 OVRY
IR I FALZNR THOVE

o bk 0D

&)

1,975

496
324
261
254

139
120

120

84

82

34.4

8.6
5.7
4.6
4.4

2.4
21

21
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For Outbound
NEFEVS—
Hachiouiji Center
SEEYY—

Tama Center
BIHZI =TI EYS—
Machida Premier Center

Ry 5—
Kamioooka Center

200543AKBHIE
As of March 31, 2005
O VI\UUR
WRXHEYH— For Inbound
Sapporo Mega Center OF7IBRNIVE

For Outbound

JimiEsz
t Sapporo
WRTOOY MEYS—

Sapporo IT Front Center

Emty5—
Morioka Center

A REVH—
Okinawa 2 Kanazawa Center t Eitdi'g
1 endal_ uasmeyy—
Efsihiﬁa Eki?i Sendai Aoba Center
saka ot
TS 4 P ) & mmAH
Fukuoka @ A Tokyo Call Center (Shinjuku)
Nagoya HEEEY -
Wty y— Shinjuku West Center (Shinjuku)
lyo Matsuyama Center HEREYI—
BREEYS—  Hilibyy— BuEHsEEE Ooken cener

Kagoshima Center Matsuyama Center

&t1d SUE

List of Business Bases

Minatomirai Office

1VIKDY RBEVTY MDY REY 5~

Inbound & Outbound Centers

RmEAH  Head Office (Tokyo)
RREEARRLAR2-6-5FIZa=r—vavEl
2-6-5, Yoyogi, Shibuya-ku, Tokyo 151-0053

TEL: 03-5351-7200 FAX: 03-5351-3300

LA HEH— Sapporo Mega Center
UEELIRHRRRKILZRA1-1 <)L MLIREIL
1-1, Kita-Nijo Nishi, Chuo-ku, Sapporo-shi, Hokkaido 060-0002

IR I TZOY MY H—

JLEEZ4t  Hokkaido Office
EEEALRTRREAERE7-2-13  IPEREIL

7-2-13, Odori-nishi, Chuo-ku, Sapporo-shi, Hokkaido 060-0042
TEL: 011-210-1000 FAX: 011-218-2200

Sapporo IT Front Center
JBELRTRREIL AR 15-28-196 ARITIOY hEIL
15-28-196, Kita-kujou-nishi, Chuo-ku, Sapporo-shi, Hokkaido 060-0009

Bft>%— Morioka Center

54t3ZkE Tohoku Branch
ERHRIATERXPR2-11-1 FILFZIEEIL
2-11-1, Chuo, Aoba-ku, Sendai-shi, Miyagi 980-0021
TEL: 022-222-3122 FAX: 022-222-3022

EFREMHRRE-7-25 BRPRECIL
1-7-25, Chuodouri, Morioka-shi, Iwate 020-0021

IlEBELEYH— Sendai Aoba Center
EHRIATERRESEIS-1-11 W&/N\FY=yIEI

HIEEHFSWVEERT  Minatomirai Office
W ERNHARBIEEH S5012-2-1
WESYRY—050—

3-1-1, kokubuncho, Aoba-ku, Sendai-shi, Miyagi 980-0803

BT — Shinjuku West Center
RREHEXAEHE7-21-3 EHEAREIL

2-2-1, Mi Nishi-ku, Yokohama-shi, Kanagawa 220-8140  7-21-3, Nishi-shinjuku, Shinjuku-ku, Tokyo 160-0023

TEL: 045-226-2500 FAX: 045-226-2501

%ERtEVY— Korakuen Center

FERSZE  Chubu Branch
BHREHENHRRR-7-9 HMEREI
3-7-9, Sakae, Naka-ku, Nagoya-shi, Aichi 460-0008
TEL: 052-265-3600 FAX: 052-265-3636

RREBXRRVA]2-22-2 FIBEEIL
2-22-2, Koishil Bunkyo-ku, Tokyo 112-0002

J\EFtEU#— Hachiouji Center
RRE/\EFhigILEIs-6  FHEEH/N\EFHLUEIL

BIFESZ#t  Kansai Office
AIRFEARRRER#REF2-10-70 N—TIRFDT—
2-10-70, Namba-Naka, Naniwa-ku, Osaka-shi, Osaka 556-0011
TEL: 06-6645-8100 FAX: 06-6645-6123

25-6, Yokoyama-cho, Hachiouji-shi, Tokyo 192-0081

ZEt>Y5— Tama Center
RRESEMES1-15-2 AFFBEEVI—EIL
1-15-2, Ochiai, Tama-shi, Tokyo 206-0033

IRBXJE Hiroshima Branch
LBRESTHHRXAET7-23
FREBLBTFHAED H2EIL

7-23, Nakamachi, Naka-ku, Hiroshima-shi, Hiroshima 730-0037
TEL: 082-542-4100 FAX: 082-542-4101

BIHTIV=I Y 5—

Machida Premier Center
RREBEIEMER#-2-2 MStEYy—EIL
1-2-2, Minaminaruse, Machida-shi, Tokyo 194-0045

LEXEtz>%— Kamioooka Center

JUMSZRE  Kyushu Branch
EERERTRREKE1-6-8 Ky 1 VEIL
1-6-8, Tenjin, Chuo-ku, Fukuoka-shi, Fukuoka 810-0001
TEL: 092-725-0345 FAX: 092-725-0400

R IRBERTMEBX LXHE1-13-8 ZHER EARBEI
1-13-8, Kamioooka-nishi, Kounan-ku, Yokohama-shi, Kanagawa 233-0002

®RtH— Kanazawa Center
AR RHAE-52 UIT7—L

Bzt Okinawa Office
SHHBRAETSE2E51-3-31
EHEDAT 1 7EIL

1-3-31, Omoromachi, Naha-shi, Okinawa 900-0006
TEL: 098-866-5800 FAX: 098-866-5811

1-5-2, Honmachi, Kanazawa-shi, Ishikawa 920-0858

Mt — Matsuyama Center

BRI —EER-3-1 UHB=v A EL

3-3-1, Ichil ), I hi, Ehime 790-0001
WELtE>%—  lyo Matsuyama Center
FRINNUTHTAE4-4-3 ALUMCEIL

4-4-3, Chifunemachi, Matsuyama-shi, Enime 790-0011

EREtY%— Kagoshima Center
BERBRERBHEEA7-8 ERESRENEIL
7-8, Kinseicho, Kagoshima-shi, Kagoshima 892-0828
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REHER EEER Board of Directors and Auditors

REfRALR

President

HRf{=

Director

ez

Director

ERf1R

Director

ENE1R

Director

Ef1R

Director

ez

Director

BEEEER
Full-time Auditor
EER

Auditor

BB

Auditor

BB

Auditor

B E=

Shoji Takagi

T F3h
Yoshihiro Shimomura
WA E—

Koichi Matsumoto

£ SFIE

Morimasa Sato
BH 05
Hiromi Fujita
I =

Hiroyuki Yamada

I EZTEB
Shinjiro Ogawa

ROl

Mitsunori Higashi
Vv (1l
Kazuyuki Matsumoto

o %2

Akira Yamaguchi

AF &E

Shunji Hisamochi

HRDIEA Notice to Shareholders

REHH

ERRERE

BH#ER

18T DIRTNEL
FEIRCEA

BESGF

EEURER

NEBHEAE

BF3H31H
wEeRH
BF3H31H
508k

RREEXESITHEI3IE15

PR =HEFERI TR
RREZUXFR2T BH8&FE4S T 168-0063
hR=HEFERITHR AL FEEHMLTER
EEE  03-3323-7111 (8K)
hR=HEFTRITHR AT LESZE
BARESITHRAT AERUEESSE

BAEEE

BENRENCERHEEEHOR—LN—I7 RUZ

http://www.moshimoshi.co.jp/ir’koukoku.htm



