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1 Notes to the Quarterly Financial Results
1) Use of simplified accounting methods: Yes

The Company’s quarterly financial statements have been prepared largely in accordance with the accounting standards applicable to
interim financial reporting. However, the following simplified accounting methods have been applied to the extent that they do not
materially mislead investors and other interested parties.
:The amount of corporate income and other taxes recognized for the current quarter (third quarter from April 1 to December 31, 2006)
has been calculated using the statutory effective tax rate.
:Simplified methods have been applied in accounting for allowances and other items that are insignificant in amount.
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2) Changes in accounting methods from the most recent consolidated fiscal year: None

3) Changes in the scope of consolidation or in the application of the equity method: Yes

Newly-added equity method company :

2 Consolidated Financial Results in Q3 ended December 31, 2006
(from April 1, 2006 to December 31, 2006)

(1) Consolidated Operating Results

JAPAN TELECOM NETWORK SYSTEMS CO.,LTD.

Tel.: (03)3423-3291

(Note: Figures are rounded down to the nearest millionth.)

Net Sales Operating profit Recurring profit Net Income
Million yen % Million yen % Million yen % Million yen %

FY2006 Q3
(9months ended December 31, 2006) 33,634 -6.9 -1,593 --- -1,803 --- -2,233 ---
FY2005 Q3
(9months ended December 31, 2005) 36,136 -4.5 -780 - -851 --- -686 -
FY2005
(12months ended March 31, 2006) 55,896 1,143 1,002 346

Earnings per Fully-diluted

share (EPS) EPS

yen yen

FY2006 Q3
(9months ended December 31, 2006) -12,900.07 ---
FY2005 Q3
(9months ended December 31, 2005) -4,022.07 ---
FY2005
(12months ended March 31, 2006) 1,968.40 1,926.82

(Notes) 1)

Average number of shares outstanding (consolidated)

FY2006 Q3: 173,151

FY2005 Q3: 170,734 FY2005: 171,088

2) Fully diluted earnings per share (EPS) are not reported for the third quarter of fiscal 2006 as well as for the third quarter of fiscal
2005 because net losses have been recorded.

3) The percentages of net sales, operating profit, etc., represent increase and decrease from the same quarter (FYTD) in the previous year.

(2) Consolidated Financial Position

(Note: Figures are rounded down to the nearest millionth.)

Total Assets

Shareholders’ Equity

Shareholders' Equity

Shareholders’ Equity

Ratio per share
Million yen Million yen % yen

FY2006 Q3

(9months ended December 31, 2006) 30,555 4,956 12.9 22,748.45
FY2005 Q3

(9months ended December 31, 2005) 30,198 6,323 20.9 36,713.05
FY2005

(12months ended March 31, 2006) 31,367 6,913 22.0 39,910.64

(Notes) 1)

Number of outstanding shares at the end of each period (consolidated):

FY2006 Q3: 173,24 FY2005 Q3: 172,236

FY2005: 172,976

2) The amount of shareholders’ equity as of the end of the third quarter of fiscal 2006 includes 1,015 million yen in minority interests
and 1 million yen in deferred hedge losses (deduction), resulting from the adoption of the Accounting Standard for Presentation
of Net Assets in the Balance Sheet (ASBJ Statement No. 5). Without their inclusion, the amount of shareholders’ equity would
have been 3,939 million yen. Revised calculation methods applicable under the newly adopted accounting standard have been
used to calculate shareholders’ equity ratio and shareholders’ equity per share. However, the impact of such changes in
the calculation methods is modest with the effective difference limited to an amount equivalent to that of deferred hedge losses.




Consolidated Cash Flows

(Note: Figures are rounded down to the nearest millionth.)

Cash flows from Cash flows from Cash flows from Cash and cash equivalents|
operating activities investing activities financing activities at the end of the period
Million yen Million yen Million yen Million yen
FY2006 Q3
(9months ended December 31, 2006) -3,951 -1,455 4,817 1,559
FY2005 Q3
(9months ended December 31, 2005) -3,470 -2,696 4,509 1,677
FY2005
(12months ended March 31, 2006) 443 -2,734 1,106 2,150
3 Forecast of Consolidated Financial Results for Fiscal Year ending March 31, 2007
(from April 1, 2006 to March 31, 2007)
Net Sales Recurring profit Net Income
Million yen Million yen Million yen
Full-year 58,300 -240 -1,460
(Reference) Expected Loss per Share (full-year) 8,427.42 yen



HE SR Consolidated Balance Sheets

Unit: million yen

As of As of Change As of
December 31, 2005 December 31, 2006 March 31,2006
X 4y Amount Pf;(c]zn- Amount Pf;(c]zn- Amount | Percen-tage Amount
(& PE D) (Assets) % % %
I REEE | Current assets
1. B4R OVEE 1 Cash and time deposits 1,677 1,559 -118 -7.0 2,150
2. BRFHEOJeHG | - 1o notes and accounts 10,596 9,290 1306 123 15,197
3. JlefERE 3 Inventories 7,100 8,569 1,468 20.7 4,730
4. RILAE 4 Account receivable 11 3,649 3,638 |32,337.1 1,610
5. ZOf 5 Others 3,931 2,275 -1,656 -42.1 1,276
6. 3k " recovables 1 1,075 1,073 | 67,367.8 5
BN PE AT Current assets 23,316 | 77.2 24,268 | 79.4 951 4.1 24,959
o [EEEE Il Fixed assets
1. AREEEE 1 Property, plant and equipment
(1) B o Ol et (1)Buildings and structures 487 638 493
WA T depreciation 15| 371 178| 460 88| 239| 131| 362
(2) it i R ONE g (2)Machinery 171 184 177
WA AR F dopreciaion 130| 40 144| 40 0l 09| 132| 44
(3) B2 AR UM b (3)Equipment and fixtures 3,329 4,025 3,482
WA deprocition 1,878 | 1451 2,302 | 1,722 271|  187| 1,980| 1,501
HE EEEA R Property, plant and equipment 1,864 6.2 2,223 7.3 359 19.3 1,909
2. M LE E R E 2 Intangible assets
(1) ST e (1)Consolidation goodwill 135 -- -135( -100.0 120
@ oni (2)Goodwill - 96 96 - -
B)Y 7 by (3)Software and others 910 1,219 309 34.0 1,011
SR A E PE A Intangible assets 1,046 35 1,316 4.3 270 25.8 1,132
3. EEZOMDOEE 3 Investments and other assets
(1) B A Al FiE 5 (1)Investment securities 3,290 1,498 -1,792 -54.5 2,566
(2) 2 DA (2)Others 681 1,248 567 83.3 799
BB 2 OMOEESF Investments and other assets 3971 13.1 2,746 9.0 -1,224 -30.8 3,366
[ & B PE AR Fixed assets 6,882 228 6,286 20.6| -595 -8.6 6,408
BELE Total assets 30,198 | 100.0 30,555 | 100.0 356 1.2 31,367




Unit: million yen

As of As of Change " :rzhmsl,
December 31, 2005 December 31, 2006 2006
X 4y Amount Pf;f;n' Amount Pf;f;n' Amount Pf;f;n' Amount
(B fEDE) (Liabilities) % % %
I B | Current liabilities
1. ERFRRCESG | L [00e notesandaccounts 7178 5,195 -1,983| -27.6| 10,253
2. EHEASE 2 Short-term borrowings 4,200 7,750 3,550 84.5 800
3 é;é;\\]g{ﬁ 3 Current portion of long-term debt 2,000 -2,000 | -100.0 1,000
4. Kb 4 Account payable 809 3,455 2,645 326.9| 1,022
5. R 5 Accrued expenses 1,445 1,658 213 14.7| 1,700
6. TOf 6 Others 1,699 1,923 223 13.2] 3,008
mEAREA R Current liabilities 17,333 | 57.4 19,983 | 65.4| 2,649 15.3 | 17,784
o [EEaAE Il Long-term liabilities
1. EHfEAE 1 Long-term debt 4,750 5,050 300 6.3| 5,050
o SEIHAHE] 4 2 E:::fri\t/;e for employees retirement; 400 455 54 135 381
3. BRI M 4 3 Qit;g(r:l:srdsretirement benefits for 54 106 51 95.0 56
4. LT e 4 Consolidation goodwill 4 -4 | -100.0 4
5. ADDNA 5 Negative goodwill 3 3
6. Ol 6 Others 320 -320 | -100.0 72
EEAEEE Long-term liabilities 5530| 18.3 5614 | 184 84 15| 5,565
AfEaE Total liabilities 22,864 75.7 25598 | 83.8| 2,734| 12.0| 23,350
(¥R TRy (Minority interests)
DRRREF oy Minority interests 1,011 34 -1,011 1,104
(&R DHEL) (Shareholders' equity)
I &A% | Common stock 2,934 9.7 -2,934 2,970
0 EARERE Il Capital surplus 2,043 6.7 -2,043 2,080
I FIZSREIA 4 Il Earned surplus 868 2.9 -868 1,879
Yy IV Others 660| 2.2 -660 450
vV B V  Treasury stock -184 -0.6 184 -467
BEAAE Total shareholders' equity 6,323 | 20.9 -6,323 6,913
Al DRk Ry Total liabilities, minority interests and
BOEAGE shareholders' equity 30,198 | 100.0 -30,198 31,367
(Wi PE DHED) (Net assets)
1 FREEAR | Shareholders' equity
1. &AL 1 Common stock 2,970 9.7 2,970
2. WARAE 2 Capital surplus 2,080 6.8 2,080
3. FEES&4E 3 Earned surplus -516 -1.7 -516
4. HOKR 4 Treasury stock -400 -1.3 -400
HREBALE Total shareholders' equity 4,134 135 4,134
M A - s Il ;/;I:jjsttri;:])gn?:d translation
U Smeen " Securon netot mes 195 06| -19
o T~y IS 2 E:Cfi(;rergd gains and losses on 1 00 1
Total valuation and translation
AN - B SRRSO adjustments -193 -0.6 -193
M BRI FRY Il Minority interests 1,015 3.3 1,015
M E G R Total net assets 4,956 16.2 | 4,956
BB PES R Total liabilities and net assets 30,555 | 100.0 | 30,555




EAEHERZEEZE Consolidated Statements of Income

Unit: million yen

FY2005 Q3 FY2006 Q3 FY2005
From April 1, 2005 From April 1, 2006 Change
To December 31, 2005 To December 31, 2006 Ended March 31, 2006
X 4y Amount meen' Amount percen- | Amount | Percen- Amount
tage tage tage
% % %
7t b | Netsales 36,136 | 100.0 33,634 | 100.0|-2,501| -6.9 55,896
I 5 b5l Il Cost of sales 28,421 | 78.7 26,285| 78.2|-2,135| -75 43,500
Dplint v IEAS Gross profit 7,714 213 7349 | 21.8| -365| -4.7 12,395
m REE KO Il Selling, general and
— i PR administrative expenses
1. IMEELRFHERD 1 Advertising expenses and
ot sales overhead expenses 807 720 1,030
4B = 2H A 2 Employees salaries and
2. fahRE T MER welfare expenses 4,766 4,944 6,360
S 3 Severance retirement
3. IBWAA A benefits 64 106 63
4. B 4 Rent expense 739 778 993
5. ¥EBZeE 5 Qutsourcing expense 927 1,081 1,243
e 6 Research and development
6. FFFEBAZEEY expenses 89 100 118
7. Zofh 7 Others 1,099 | 8495| 235| 1,209 | 8942 | 265 447 53| 1,442 11,252
BRI U E 2 (o) |Operating profit (loss) -780| -2.2 -1593| 47| -812| - 1,143
IV AR IV Non-operating income
1. ZHEFIERZRO 1 Interest and dividend
= e 4 4 received 4 9 4
2. AEAEIE] 2 Purchase discounts 2 2 2
3. AREN 3 Foreign exchange gains, net 2 0
AL (e i 4 Surrender value of insurance
4. BARPAFGRR S policies for executives 2 2
5. Zofth 5 Others 2 141 0.0 6 17 0.0 2| 153 4 15
V. OEESEH V  Other expenses
1. SZHFLE 1 Interest expense 53 73 79
2 Loss on disposal of
2. TR EIEPFERREAIE inventories 23 3 65
3. 7 7Rl PET AT 3 Inventory write-down 114
4. FROBIC L B EE 4 Investment profit (loss) on 2
#Hk equity method
5. Zofth 5 Others 8 85| 0.2 1| 227 07| 142 166.3 11 156
BEE R ST () [Recurring profit (loss) -851 | -24 -1,803 54| -952| - 1,002
VI FERIFILE VI Extraordinary income
1. HEGFETRESE 1 Gain on sales of fixed assets| --- 1
. sy e |2 Gain on sale of investment
2. BEAMIEZRTHLE securities 94 260
N ST 3 Gain on sale of stocks of
3. TRUMRARHLE subsidiaries 10
T 4 Reversal of allowance for
4. QRGN ERALE doubtful accounts 3| 97| 03 1| 00| -9 -984 1 272
VI FepliE sk VIl Extraordinary loss
o e - 1 Loss on disposal of fixed
1. [EEEERAE assets 57 4 69
2 Loss on revaluation of 51 0 286
2. BEAMIESTALHE investment securities
3. FHITBERE T 3 Office relocation expense 41 41
Reversal of allowance for »
4. S5 A AKE doubtful accounts 1,057
5. Zofth 5 Others 1| 152 0.4 2| 1,065 31| 913]| 600.2 2 400
B4 I DY 2 48 2 (—) |Income (loss) before income
B PR AT Y AR |taxes and minority interests 905 -25 -2,867 -85(-1962| --- 874
HEABL, ERBED Corporate tax, inhabitants
R tax and business tax -142 -313 446
NG Deferred income taxes -170| -312| -0.9| -346| -659| -2.0| -347 -74 371
DBREERILE Minority gain 93 0.3 26 0.1 67| -72.3 156
DU AR R ()
E 2 A Net income (loss) -686 | -1.9 -2,233 -6.6|-1546| 346




BHEXyvi a2 7u—3HEE Consolidated Statements of Cash Flows

Unit: million yen

FY2005 Q3 FY2006 Q3 FY2005
From April 1, From April 1,
2005 2006 Change | Ended March
To December | To December 31, 2006
31, 2005 31, 2006
X 4y Amount Amount Amount Amount
I EEEDHICLD '
FyyiaTu— Cash flows from operating activities
4 S R R T DY e R 2 ST Income (loss) before income taxes
4B L I 2 HIAOR 4 and minority interests -905 -2,867 -1,962 874
Vel exIE e Depreciation and amortization 603 679 76 836
N e g Amortization of consolidation
T AR b A AR goodwil 31 --- -31 42
DI AAEHEE Amortization of negative goodwill _— 32 32 -
B D DI AAE % Amortization of goodwill --- -1 -1 ---
. W N, Increase (decrease) in allowance
BTG e 0 IEE  GB%E) for doubtful receivables -1 1,070 1,071 1
NN W e b [ Increase (decrease) in accrued
RIS 51 24 & ORI IIEA (b 48) retirernent benefits 5 73 68 -14
% BRI 7B Y 4 o B g Increase (decrease) in allowance 7 49 56 4
(A #8) for directors retirement benefits ) B
[ 7 1 RE 4R Loss on disposal of fixed assets 57 4 -52 69
- R Loss on revaluation of investment }
B& A MRE AR securities 51 O 50 286
Z IR B R OV B 2 4 Interest and dividend received -4 -9 -4 -4
L Interest expense 53 73 20 79
e y Investment profit (loss) on equity
Ry K D g Rk method - 34 34 —
; v Gain on sale of investment
B A HRES T H4E securities 04 94 -260
A ST Gain on sale of stock of
TRURAL A subsidiaries - - o -10
7 &R DI Decrease in trade receivables 5,187 5,907 720 586
72 70 EVE PE O HEINER Increase in inventories -2,981 -3,838 -857 -603
ARSI (o) Increase (decrease) in trade -1,894 4978 -3083| 1,179
payables
KL DWW % Decrease in accrued expenses -258 -41 216 -2
V-5 =N | Directors bonus -28 -13 14 -28
Z DA Others -2,533 418 2,951 -1,651
N E Subtotal -2,7121 -3,406 -684 1,375
FILE R OB 24 4 0> 32 EUAE Interest and dividends received 4 8 4 4
FILE D 3 H0E Interest paid -47 -73 -26 =17
B NBL% DS FE Income taxes paid -706 -480 226 -860
HEFEHICL Xy vy ia s 7a— Cash flows from operating activities -3,470 -3,951 -480 443




Unit: million yen

FY2005 Q3 FY2006 Q3 FY2005
From April 1, From April 1,
2005 2006 Change |Ended March
To December To December 31, 2006
31, 2005 31, 2006
X 4y Amount Amount Amount Amount
o BEEEICE D I
Fyya e Tua— Cash flows from investing activities
| v JE - Payments for purchase of property
A EEPEDEIFIC L 5 and equipment -1,242 -1,072 169 -1,384
e et - Proceeds from sale of property and
BB EGREDTEANC L HILA equipment 311 271 -39 408
ST 2 PE D IRAEC X 5 K Payments for intangible assets -324 -559 -235 -492
WG DA L AU Proceeds from sale of intangible fixed . . . 78
assets
B RS TR & 5 K Fayments forpurchase ofivesiment| 1 508 50|  1,548|  -1598
B A EER O I £ BILA Proce_e_ds from sale of investment 111 . 111 462
securities
N . - Payments for purchase of investment
PIBSALHRAOBARC & 53 H in affiliated companies -11 -8 2 -129
[ A [ Payments for purchase of stocks of
o AN A~ wz 7 . — — _
il TR ORI L 53 unconsolidated subsidiaries 59
gk 2 A ket 2 ) Proceeds from sale of consolidated
T RARAOTHNC L HIA subsidiary's securities - - - 45
BRI D 3 Payments for acquisition of business - - - -119
Z Ol Others 56 -36 -93 55
BEEBIC L AF Y v 2 s TH— Cash flows from investing activities -2,696 -1,455 1,241 -2,734
I MEBESHCLD I
Fyrvyia--Ta— Cash flows from financing activities
_ . Net increase (decrease) in short-term
LN borromings 3,900 6,950 | 3,050 500
EHEAIC L DA Proceeds from long-term debt 2,750 --- -2,750 3,050
FHIfEASOFIZ L 53 H Repayment of long-term debt -1,500 -1,000 500 -2,500
RERROB TN | Dividends paid -188 -103 84 -188
o NN W . Paid dividends for minority
bR A~ DB G0 SR charahaldors 63 50 13 63
MR DRATFIZ DI SPtr;)é:keeds from issuance of common 29 . 29 102
H O R OB L 2 gteca))‘/:rllﬁent for purchase of treasury _1,271 . 1’271 -1,586
HiE 240 | Ekko Payment for purchase of treasury 62 62
BAFIZ L A3H stock of consolidated subsidiary - ) B -
B OB DT L DI SPtr;)é:keeds from sales of treasury 853 14 -839 862
- = Proceeds from receipt of cash
RO BRSO L ST collateral deposit - - - 930
LD MR B ORGP L 55 H] Repayment of cash collateral deposit --- -930 -930 ---
MHBECESF vy vz - 7Ju— Cash flows from financing activities 4,509 4,817 307 1,106
. S Effect of exchange rate changes on
v Iﬁg}i%ﬁ% SRR D V' cash and cash equivalents 0 1 1 -0
V' Net decrease (increase) in cash and
VB R OB RIS DR FE cash equivalents -1,657 -590 1,067 -1,185
VI Cash and cash equivalents at
VI Ble Rk OBLER%EY O ke beginning of year 3,335 2,150 -1,185 3,335
VIl Cash and cash equivalents at end of
B K OBLA RS O MRS year 1,677 1,559 -118 2,150




