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· RECORD REVENUE AND EARNINGS 

· NET INCOME INCREASED TO $5.34 MILLION FROM A LOSS OF $844,000
· EARNINGS (DILUTED) OF $0.56/SHARE VS. A LOSS OF $0.10/SHARE 

· NET INCOME INCLUDES A ONE-TIME TAX BENEFIT OF $2.68 MILLION, OR $0.28/SHARE (DILUTED)

· REVENUES INCREASED OVER 200% FROM LAST YEAR TO $4.75 MILLION

· PRE-TAX NET INCOME IS 56% OF NET REVENUE

· LIQUID ASSETS TOTAL OVER $5.1 MILLION, UP 77% FROM LAST YEAR
West Paterson, NJ, December 13, 2001 – Interactive Systems Worldwide Inc., f/k/a International Sports Wagering Inc. (NASDAQSmallCap-ISWI) today reported its audited results for the year ended September 30, 2001, which show record revenue and earnings. 
Mr. Barry Mindes, Chairman of ISWI, stated, “2001 has been the Company’s most rewarding year.  Our financial partner, Global Interactive Gaming, using its SportXction™ license, has been able to sign agreements with three leading European interactive television (iDTV) providers that collectively serve over 5 million customers.  Live operation is planned to commence in early 2002. We believe our patented SportXction™ software will revolutionize the way sports wagering is played and enjoyed, complementing the sporting event with direct user involvement throughout the contest. This should substantially enhance the entertainment experience for the user. Financially, the Company has never been in better shape and we expect to show meaningful increases in both revenues and pre-tax earnings through fiscal 2002.” 
FINANCIAL SUMMARY

For the year ended September 30, 2001, the Company had net income of $5,343,000 or $0.60 per share on a basic, and $0.56 per share on a fully diluted, basis using 8,909,132 and 9,458,353 weighted average common shares outstanding, basic and diluted, respectively, compared with a net loss of $844,000 or $ 0.10 loss per share on a basic and fully diluted basis using 8,613,863 weighted average common shares outstanding, for the year ended September 30, 2000.  This net income includes a one-time tax benefit of $2,681,000 (see subsequent paragraph).  Pre-tax net income was $2,662,000 or $0.30 per share on a basic, and $0.28 per share on a fully diluted, basis.
Net revenues of $4,747,000 were reported for the year ended September 30, 2001, compared with net revenues of $1,581,000 reported for the prior year. This large increase in net revenues is attributable to the recognition of license fees of $4,250,000 under the Company’s agreements with Global Interactive Gaming, LLC and Global Interactive Gaming Limited (collectively “GIG”), signed on March 17, 2000 (the “Agreement”), reduced by $103,000 of amortization resulting from warrants granted in connection with the GIG Agreements (see “The GIG Licensing Agreement and SportXction Software”), as well as the recognition of an early delivery bonus of Milestone A of $600,000.

For the three months ended September 30, 2001, The Company had net income of $3,886,000, which includes a one-time tax benefit of $2,681,000, compared with net income of $375,000 for the three months ended September 30, 2000.  For the last three months of fiscal year 2001, the Company had pre-tax income of $1,205,000 on revenue of $1,824,000, compared with pre-tax income of $375,000 on revenue of $724,000 for the comparable prior period.

As of September 30, 2001, the Company had liquid resources totaling $5,065,000.  These include cash and cash equivalents in the amount of $4,116,000, and short-term investments in the amount of $949,000.

Prior to the fiscal year ending September 30, 2001, the Company had pre-tax losses since inception. The total net operating loss carryforward was approximately $8,822,000 as of September 30, 2000.  This net operating loss carryforward resulted in gross deferred tax assets of $3,723,000, which were offset by a valuation allowance of the same amount, reducing the net deferred tax assets to $0. During the year ended September 30, 2001, the Company realized income before taxes of approximately $2,662,000, which utilized a portion of the net operating loss carryforward. In addition, based on the minimum future royalty payments to be received under the GIG Agreements, the projected income to be realized from operations, coupled with the Company having met certain commitments under those Agreements, the Company eliminated the entire valuation allowance on September 30, 2001.  This reduction in the valuation allowance resulted in an increase in net deferred tax assets of $2,681,000, which the Company recorded as an income tax benefit on its statement of operations for the year ended September 30, 2001.
The Company incurred approximately $995,000 in cost of revenues for the year ended September 30, 2001, compared with approximately $1,020,000 for the prior year.  The Company capitalized $121,000 of expenses related to enhancements of its SportXction™ System that were not required under the GIG Agreements.  These expenses will be amortized over the remaining life of the contract after the enhancements are put into commercial use.

REVENUE AND EARNINGS GUIDANCE

ISWI’s continuing Agreements with GIG have not only helped the Company become profitable, but provide for a minimum annual growth in license revenues of at least 20%.  Income should increase at an even more rapid rate as the Company’s expenses are relatively fixed, except for inflation, excluding costs for potential new products and markets.  The Company estimates that it will report revenues of $5.6 million in license fees, and projects pre-tax earnings of approximately $3.4 million, for the fiscal year ending September 30, 2002, based on the schedule of minimum license fees contained in the License Agreements.  Additional upside potential to these projections is possible if ISWI’s revenue share is greater than the minimum license fees.  For more information on the GIG License Agreement, please see “The GIG Licensing Agreement and SportXction Software” section towards the end of this press release.




CORPORATE UPDATE

Earlier this year the Company’s board of directors approved a name change from International Sports Wagering, Inc., to Interactive Systems Worldwide Inc., which more adequately reflects the Company’s scope of business.

The Company believes that interactive television is the ideal delivery mode for the SportXction™ product.  The patron plays by using his television remote control device, directing his commands merely by using the arrow keys.  He experiences minimal interference with the viewing of the sporting event.  This mode of using our system does not require that the user own a computer or have any computer literacy.  

On September 10, 2001, GIG announced that it signed two separate agreements; one with Telewest Communications and the other with ITV Digital, two of the leading broadband communications and media groups in the UK, to provide them with the world’s first, fully interactive, play-by-play betting system.  On November 15, 2001, GIG signed an agreement with a British subsidiary of Italy’s Freedomland Internet Television, Europe’s largest open access Interactive Internet TV provider, for system deployment in the UK.  These three providers service over 3 million households, with the potential for multiple customers in a household. GIG expects to launch live play for interactive television in early 2002.

On September 19, 2001, the Company received Final Acceptance of the major deliverable, Milestone A, under the License Agreements with GIG.  With this formal acceptance, the Company earned a bonus of $600,000 for its early completion of this Milestone.  The bonus is payable in two equal installments: the first half when the Licensed Software is used for any commercial purpose (other than testing), but no later than February 1, 2002, and the second, nine months later.  This first deliverable contains a fully functional implementation of the Company’s SportXction™ sports wagering system, as it was enhanced and expanded to accommodate millions of users and thousands of transactions per second. This deliverable includes an interface for use with Internet browsers.  The remaining deliverables under the Company’s Agreement with GIG, which are not required for quite some time, are largely completed.

In early November 2001, the Company delivered an alpha test release of a major augmentation to the software delivered for Milestone A.  This software release provides the functionality required for an interactive television (iDTV) interface.  This interface is needed on the important contracts recently signed by GIG with Telewest and ITV Digital for use of the system with interactive digital cable transmission.  This will be the first implementation of the system.  The software is currently undergoing tests in England. The Company has been advised by GIG that it plans to commence commercial service early in 
2002. Future delivery modes are contemplated for digital cell phones and PDA’s using wireless interconnection to the Internet.

THE GIG LICENSING AGREEMENT AND SPORTXCTION SOFTWARE

On March 17, 2000, the Company signed the License Agreements with GIG, whose majority shareholders are Prisma iVentures Ltd., a UK company and a subsidiary of The Kirch Group, a German media conglomerate, and Multi-Games Development, Inc., a Delaware corporation. Pursuant to the Agreements, the Company granted to GIG exclusive licenses to use the Company’s interactive SportXction™ software, technology and patents on the Internet and interactive television, in all business activities in which such technology is legally usable, including on contests and wagering on sporting events world-wide.  Excluded from the licenses are the continued use of the SportXction™ System in Nevada for wagering, and the application of the Company’s basic technology and patents to lotteries and financial transactions (stock, bond, option and currency trading and the like). The Company has several projects under consideration in those markets using its patented and proprietary software.

Under these Agreements, the Company will be paid 25% of the gross profit, less direct expenses (such as credit card fees, prizes and taxes), for the use of its technology for contests and other non-wagering transactions.  For wagering, the Company will be paid the lesser of 25% of the gross profit, as defined, or 1% of the gross handle, also less direct expenses.  The Company will bear no share of the cost of equipment, facilities or other operating expenses at GIG, all of which will be borne by GIG.  These percentage fees are subject to guaranteed minimum annual license fees, payable quarterly.  The minimum in the first year was $3 million; increasing to $5 million in the second year; $6 million in the third year; and continuing to increase by 20% per year thereafter during the 14-year term, after which the licenses are fully paid. At all times the minimum license fee for the next four quarters is kept in a third party escrow account.  As of September 30, 2001, the Company had received an aggregate of $6,500,000 in connection with the Agreements, and there was $5,750,000 being held in the third party escrow account.

SportXction™ is a patented, real-time, software system, which allows a player to make play-by-play wagers on a sporting event while the event is in progress.  Wagering may be conducted while viewing a television broadcast of a sporting event.  The wagers offered are mostly oriented to short-term plays, for example, is the next play a run or a pass, is the next pitch a ball or a strike, does the shooter make two foul shots, and many more, including parlays, in most sports.  The wagers have odds associated with them, which relate to the probable outcome of the proposition being wagered upon, and the odds are adjusted in real time by proprietary artificial intelligence software to reflect player sentiment, as derived from the betting patterns.  The system also supports traditional, pre-game sports wagers.  

This press release contains “forward-looking statements” made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 including, but not limited to, whether the Company will generate profits in the future; whether the modified software will pass all Acceptance Tests and, if so, a timely manner to meet delivery milestones; whether GIG will continue to have the funds to pay the minimum license fees under the GIG Agreements; whether the minimum growth in revenue will be achieved; whether income will increase at a more rapid rate than revenue growth; whether the projected revenue and net income for the fiscal year ending September 30, 2002 will be achieved; whether any additional upside potential in revenue or income will be achieved; whether commercial use of the SportXction™ System by GIG will begin in early 2002; and whether other projects being considered by the Company for use of its software will come to fruition.  Investors are cautioned that these statements involve risks and uncertainties.  Additional risks and uncertainties are detailed in the Company’s filings with the Securities and Exchange Commission, including its Form 10-KSB for the year ended September 30, 2000. 

Interactive Systems Worldwide Inc.

f/k/a International Sports Wagering Inc.

Statements of Operations

Years ended September 30, 2001 and 2000

(Amounts in thousands except share and per share data)

                                         Year ended         Year ended     

                                        September 30,      September 30,   

                                            2001               2000___         

Revenues, net                           $     4,747        $    1,581         
Costs and expenses:

 Cost of revenues, research

  and development expense                       995             1,020         

 General and administrative expense           1,232             1,558         
                                              2,227             2,578         
   Operating income (loss)                    2,520  
            (997)       


Interest income                                 142               134


Gain on sale of assets                          --                 19 

                                                      142               153         

   Income (loss) 

    before income tax benefit                 2,662              (844)       

Income tax benefit                            2,681
                --

   Net income (loss)                    $     5,343        $     (844)
Net income (loss)

 per share - basic                      $      0.60        $    (0.10)        

Weighted average basic 

 common shares outstanding                8,909,132         8,613,863_         

Net income (loss)

 per share - diluted                    $      0.56        $    (0.10)        

Weighted average diluted 

 common shares outstanding                9,458,353         8,613,863​_  

Interactive Systems Worldwide Inc.

f/k/a International Sports Wagering Inc.

Summary Balance Sheet Data

September 30, 2001 and 2000

(All $ amounts in 000’s except per share data)

	
	               2001
	              2000

	Cash and short term investments (including marketable securities)


	$ 5,065
	$ 2,855

	Total current assets
	$ 7,188
	$ 2,923

	Total assets
	$ 8,574
	$ 3,017

	
	
	

	Current liabilities 
	$   969
	$   460

	Total liabilities
	$   969
	$   460

	
	
	

	Stockholders’ equity
	$ 7,605
	$ 2,557
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