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1. Notes on Presentation of Quarterly Operating Results
a. Changes in accounting treatment from the most recent consolidated fiscal year: None

b. Changes in scope of consolidation and application of equity method.
Consolidation:

Newly added: 1

Excluded: -
Equity method:

Newly added: -

Excluded: 1

c. Participation of a chartered public accountant or audit corporation: None

2. Consolidated Financial Results for the Three Months Ended October 31, 2004 (Aug. 1, 2004 - Oct. 31, 2004)

(1) Results of Operations

Rounded down to million yen

Net sales Operating income Current profit
. YoY - YoY - YoY
Million yen change % Million yen change % Million yen change %
Three months ended Oct. 31, 2004 1,221 47.0 88 439.4 61 -
Three months ended Oct. 31, 2003 830 - 16 - (57) -
(Reference) Year ended July 31, 2004 4,060 130.5 469 119.7 360 775.8
. Net income Net income
Netincome per share (basic) per share (diluted)
. YoY
Million yen change % Yen Yen
Three months ended Oct. 31, 2004 71 - 434.70 431.59
Three months ended Oct. 31, 2003 (66) - (696.16) (588.35)
(Reference) Year ended July 31, 2004 263 193.9 2,103.60 1,850.45

Notes: 1. Each “YoY change” represents its relevant change in percentage compared to the same period of the previous fiscal year.

2. Net income per share and diluted net income per share for the fiscal year ended July 2004 and the first quarter of the fiscal
year ending July 2005 are calculated based on the average number of shares outstanding during each period, retroactively
adjusted for the 1.1-for-1 stock split on September 19, 2003, 2.1-for-1 stock split on March 22, 2004 and 3.1-for-1 stock
split on September 21, 2004 to the beginning of the respective periods.

(2) Sales Breakdown by Operating Segment

Three months ended YoY Three months ended Year ended
October 31, 2004 change October 31, 2003 July 31, 2003
Amount % Amount % Amount %
Million yen % Million yen Million yen
System Sales Business 596 48.9 104.3 291 35.1 1,795 44.2
Food Wholesale Business 74 6.1 44.7 51 6.2 299 7.4
Restaurant Services Business 192 15.7 (1.5) 195 23.5 942 23.2
Shop Design and Renovation business 203 16.7 (21.3) 258 31.1 436 10.8
Con_fectlonary Production and Sales 134 11.0 i i i 476 117
business
Other Businesses 19 1.6 13.3 33 4.1 109 2.7
Total 1,221 100.0 47.0 830 100.0 4,060| 100.0




Review of Operations (Consolidated) :
During the first quarter, BB Net Group (the “Group”) is engaged in the provision of “Shop Suppart,” a
comprehensive support scheme for Small and Medium-Sized Enterprises (SMEs). To conduct this busipess, the
Group operates “Hanjo Nets,” B2B portal sites for various market sectors. On enhancing “Front Services;” which
recruit customers, and “Back Services” which involve services provisions meeting the common needs Ibf these
customers. In particular, actions were taken to strengthen the System Sales Business, which is the IT infrastructure
development to provide aforementioned services. For this purpose, BB Net concentrated on increasing th:e number
of alliance partners, that covering many market sectors for “Hanjo Nets” and “Back Services” to bol{ster its

comprehensive support framework. '

|

|
In the System Sales Business, sales were 596 million yen, or 104.3% higher than one year earlier coming ﬂrom sales
of 23 systems (included 16 “Hanjo Net” systems). This growth made a substantial contribution to the incrlﬁases in
total sales and earnings in the first quarter. :
|

In the Food Wholesale Business, bakery and confectionary ingredients were switched to private brands, anh an order
entry system on food materials to restaurants linked to the nationwide depository system (food ingl;redient
warehouses) of Universal Food Co., Ltd. was established in previous fiscal year. These actions ellminated
inventories held by BB Net while increasing the line-up of products sold. The result was a 44.7% yearilon-year

increase in sales to 74 million yen. |
|
|

In the Restaurant Services Business, results benefited from the sales of a chain Chinese restaurants “Ah ?_ee Shan”
in downtown Osaka and a neuzdkaya (Japanese pubjpormat. However, due to the treatment of unprofitaple
restaurants or sale of shops through to the license sales, the net result was mostly e¥edearédse in sales :

192 million yen. |

In the Shop Design and Renovation Business, actions were taken to increase planning and design se%rvices for
confectionary and bakery shops, which is the specialty of Cube Planning Corporation, as well as to expand planning
and design services in the restaurant industry. Due to sales recorded in the previous first quarter from several large
projects, there was a year-on-year decrease of 21.3% in first quarter sales to 203 million yen. However, sink:e a large
volume of orders have been received in the second quarter, BB Net expects that this business will continl}ie to post
sales growth in the first half and the entire fiscal year. :

|
The Confectionary Production and Sales Business a new segment because Kobe Sweet Port Co., Ltd.l(formerly
Yuhaimu Confect Co., Ltd.), which mainly is listed as produces and sells confectionary products, be{:ame a
subsidiary in December 2003. First quarter sales totaled 134 million yen. :
As a result, total net sales in the first quarter increased 47.0% to 1,221 million yen. |
|
The gross profit margin improved due to growth in sales of the profitable System Sales Business, resullting in a
61.8% increase in gross profit to 655 million yen. Selling, general and administrative expenses rose 45.8‘1'Vo to 566
million yen, mainly a reflection of growth in the number of consolidated subsidiaries and an increase in the IGroup’s
workforce to support growth in business activities. Due to these factors, operating income was up 439.4% to 88
million yen and ordinary income was 61 million yen with an increase of 119 million yen from one year earlierjl.

|
Following an extraordinary income of 188 million yen from the receipt of fixed assets, net income was 71imi|lion
yen, an improvement of 138 million yen over one year earlier. |
|
Percentage comparisons of ordinary income and net income are not shown because there were losses in tl"e first
quarter of the previous fiscal year. |



(3) Financial Position

Total assets Shareholders’ equit Shar_ehold_ers’ Shareholders’ equity
equity ratio per share
Million yen Million yen % Yen
As of October 31, 2004 9,200 4,409 47.9 26,722.07
As of October 31, 2003 4,136 1,669 40.4 14,611.23
(Reference) As of July 31, 2004 8,810 4,148 47.1 25,396.99

Note: Shareholders’ equity per share for the fiscal year ended July 2004 and the first quarter of the fiscal year ending July 2005 are
calculated based on the average number of shares outstanding during each period, retroactively adjusted for the 1.1-for-1 stock
split on September 19, 2003, 2.1-for-1 stock split on March 22, 2004 and 3.1-for-1 stock split on September 21, 2004 to the
beginning of the respective periods.

(4) Cash Flows

Cash and cash

Net cash used in
operating activities|

Net cash used in
investing activities

Net cash provided |
financing activities

equivalents
at end of period

Million yen Million yen Million yen Million yen
Three months ended Oct. 31, 2004 (325) (999) 5 1,941
Three months ended Oct. 31, 2003 (99) (182) 951 1,274
(Reference) Year ended July 31, 2004 (90) (1,943) 4,689 3,260

—

Financial Condition (Consolidated) |
Shareholders’ equity as of October 31, 2004 totaled 4,409 million yen, an increase of 2,740 million yen, or :164.2%,
compared with the end of thé' fjuarter in the previous fiscal year. This increase was mainly attributable to the
conversion of convertible bonds issued in December 2003 and May 2004, which raised common stockl and the

capital surplus. As a result, the equity ratio rose from 40.4% to 47.9%. |
|

Total assets were 9,200 million yen, an increase of 5,063 million yen, or 122.4%, compared with the ent {Jf the 1
guarter in the previous fiscal year. This increase mainly reflects investments in alliance partners for th{z “Shop
Support” business model in order to cover more industries and offer more services, and growth in trade r |

and other current assets associated with expansion of the Group’s business operations. Liabilities were th{e result of
895 million yen increase in short-term borrowings and long-term debts from financial institutions tol meet

requirements for funds to support expansion of business operations. :
|
Cash flows: |

Cash and cash equivalents totaled 1,941 million yen, or 666 million yen more than one year earlier and 1,3]19 million

yen less than at the end of the previous fiscal year. :

Net cash used in operating activities was 325 million yen. Income before income taxes was 226 million yen,:but cash
was used by an increase of 88 million yen in trade receivables due to growth in the scale of operations, inc¢me taxes

paid of 266 million yen, and other items. :

Net cash used in investing activities was 999 million yen. Cash was used mainly for investments in alliance: partners
to offer “Shop Support,” a comprehensive support scheme for SMEs in the various market sectors, an{j for the
provision of “Back Services.” Investments in alliance partners are made so that, when the alliance begin :

Net Group can extend support as a shareholder as well as a company. For this purpose, an equity stake oflabout 10%
is acquired. Through these investments, the Group can share in earnings generated in the event that alliance partners
are successful and achieve growth. These investments may also lead further investments that eventually:transform

alliance partners into subsidiaries. :

Net cash provided by financing activities was 5 million yen, mainly the net result of proceeds of 153 mllllbn yen

from short-term borrowings and 141 million yen for the repayment of long-term debts. |
|

In the current fiscal year, BB Net is taking steps to improve operating cash flows by collecting trade receivaqlles
faster and through other actions. |
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3. Forecasts (consolidated) for the Year Ending July 31, 2005 (Aug. 1, 2004 - July 31, 2005)

Net sales Current profit Net income Ns;rlr:r:](;rrnee
Million yen Million yen Million yen Yen
First half 2,700 300 150 908.99
Full year 7,500 840 420 2,545.18

Forecast for operating income: First half 350 million yen/ Full year 940 million yen.

[Forecast for Operating Results]
Based on the current status of business operations and earnings, there are no revisions to the current forecasts due to th
absence of any significant factors that could cause a change.

Cautionary Remarks Regarding Forward-looking Statements

Projections of operating results represent BB Net's assumptions, expectations and plans in light of currently available information. As
such, these projections entail risks and uncertainties. Readers should be aware that actual results may differ substantially from these
projections.



4. Consolidated Financial Statements

(1) Consolidated Balance Sheets

a. Consolidated Balance Sheets

(Thousands of yen)

Period

Three months ended

Oct. 31, 2003

(As of October 31, 2003)

Three months ended

Oct. 31, 2004

(As of October 31, 2004)

Year ended July 31, 2004
(As of July 31, 2004)

Account Amount % Amount % Amount %
Assets
I Current assets
1. Cash and deposits 1,378,513 2,145,063 3,364,056
2. Trade notes and accounts receivable 515,058 1,222,033 968,078
3. Inventories 17,210 569,074 150,638
4. Short-term loans receivable 156,499 224,863 188,112
5. Deferred income taxes 23,149 26,896 46,865
6. Other current assets 65,212 309,622 245,077
Allowance for doubtful accounts (5,536) (44,792) (35,460)
Total current assets 2,150,105 52.0 4,452,760 48.4 4,927,368 55.9
Il Fixed assets
1. Property, plant and equipment
(1) Buildings and structures 6,162 78,262 41,774
(2) Machinery equipment and vehicles - 4,918 5,001
(3) Tools, furniture and fixtures 6,152 24,499 11,612
(4) Construction in progress 7,536 - -
Total property, plant and equipment 19,851 0.5 107,680 1.2 58,389 0.7
2. Intangible assets
(1) Goodwill - 131,611 139,277
(2) Consolidation adjustment account 161,069 260,261 276,982
(3) Software 41,995 335,685 150,635
(4) Other intangible assets 490 1,246 1,246
Total intangible assets 203,554 4.9 728,805 7.9 568,141 6.4
3. Investments and other assets
(1) Investment securities 1,075,107 2,920,153 2,287,285
(2) Long-term loans receivable 75,002 192,707 159,588
(3) Long-term prepaid expenses 224,733 257,509 262,530
(4) Leasing and guarantee deposits 129,686 261,926 272,460
(5) Deferred income taxes 18,791 11,780 37,231
(6) Others 281,321 404,227 416,257
Allowance for doubtful accounts (891) (46,917) (28,288)
Allowance for possible losses on (40,858) (90,500) (150,070)
Investments
Total investments and other assets 1,762,892 42.6 3,910,887 42.5 3,256,995 37.0
Total fixed assets 1,986,298 48.0 4,747,372 51.6 3,883,526 44.1
Total assets 4,136,404 100.0 9,200,132 | 100.0 8,810,894 | 100.0




(Thousands of yen)

Period

Three months ended
Oct. 31, 2003
(As of October 31, 2003)

Three months ended
Oct. 31, 2004

(As of October 31, 2004)

Year ended July 31, 2004
(As of July 31, 2004)

Account Amount % Amount % Amount %
Liabilities
| Current liabilities
1. Trade notes and accounts payable 152,419 212,390 134,311
2. Short-term borrowings 677,900 533,871 380,369
3. Current portion of long-term debt 412,152 894,059 943,604
4. Current portion of corporate bon - 100,000 100,000
5. Other accounts payable 72,821 162,352 191,134
6. Accrued income taxes 4,819 111,245 267,463
7. Allowance for lease obligation 46,859 48,859 48,859
guarantees
8. Accrued bonuses 17,182 17,973 -
9. Other current liabilities 34,064 599,580 124,042
Total current liabilities 1,418,219 34.3 2,680,333 29.1 2,189,785 24.8
Il Long-term liabilities
1. Corporate bonds 280,000 750,000 900,000
2. Long-term borrowings 766,975 1,324,267 1,542,553
3. Accrugd employees’ retirement i 20,819 23,261
benefits
4. Other long-term liabilities 2,145 15,103 6,550
Total long-term liabilities 1,049,120 254 2,110,189 23.0 2,472,364 28.1
Total liabilities 2,467,339 59.6 4,790,523 52.1 4,662,150 52.9
Minority interests
Minority interests - - -
Shareholders' equity
| Common stock 1,057,171 25.6 2,233,733 24.3 2,153,706 24.4
II Capital surplus 590,300 14.3 1,752,968 19.0 1,672,943 19.0
Il Retained surplus 22,963 0.6 495,305 5.4 378,089 4.3
IV Net unre.a.lized holding gain (loss)) 0 0.0 (233) (0.0) (178) 0.0)
on securities
V Treasury stock (1,371) (0.0) (72,165) (0.8) (55,817) (0.6)
Total shareholders’ equity 1,669,065 40.4 4,409,609 47.9 4,148,744 47.1
Tma:;"’(‘jb!:zzhggggyeg:‘;;esw 4,136,404 100.0 9,200,132 100.0 | 8,810,894 100.0




b. Consolidated Statements of Income
(Thousands of yen)

Period Three months ended Three months ended Year ended July 31, 2004
Oct. 31, 2003 Oct. 31, 2004 (Aug. 1, 2003 - July 31, 2004
(Aug. 1, 2003 — Oct. 31, 2003) (Aug. 1, 2004 — Oct. 31, 2004)

Account Amount S\Sés Amount s;/IZs Amount s\éjés
I Net sales 830,982 100.0 1,221,270| 100.0 4,060,439 100.0
Il Cost of sales 425,860 51.2 565,725 46.3 1,669,927 41.1

Gross profit 405,121 48.8 655,545 53.7 2,390,511 58.9
Il Selling, general and administrative 388,705 46.8 566,080 | 46.4 1,021,334 473
expenses
Operating income 16,415 2.0 88,555 7.3 469,177 11.6
IV Non-operating income
1. Interest income 2,949 7,565 7,776
2. Dividend income - - 6
3. Lease income 2,582 2,728 10,670
4. Rent income 37 4,073 16,344
5. Lecture fees - - 1,414
6. Other non-operating income 569 6,139 0.7 4,676 19,043 1.6 11,166 47,378 1.2
V Non-operating expenses
1. Interest expense 13,386 23,121 75,648
2. New stock issue expenses 5,919 5 12,092
3. Corporate bond issue expenses 41,232 3,160 16,027
4. Equity in_ losses of affiliated 16,347 5416 39,826
companies
5. Provision of allowance for lease B 3 2.000
obligation guarantees
6. Other non-operating expenses 3,506 80,393 9.7 14,084 45,788 3.7 10,916 156,512 3.9
Current profit (57,837)| (7.0) 61,811 5.1 360,043 8.9
VI Extraordinary income
1. Gain on sales of land - - 88,024
2. Gain on sales of investment securitigs 516 - 1,098
3. Gain on change in equity interest in ) ) 8.086
subsidiaries ,
4. Income from discharge of indebtedngss - - 125,000
5. Compensation expense for operating ) ) 140,000
cost
6. Receipt of fixed assets - 188,458 -
7. Other extraordinary income 2,789 3,306 0.4 - 188,458 15.4 550 362,759 8.9

VIl Extraordinary losses
1. Loss on sales of investment securitigs - 1,429 1,493
2. Provision of allowance for possible B 3 108,211

losses on investments

Loss on disposal of fixed assets - 11,034 -

Sxopo:r\giell Stransfer/acquisition related ) 3 26,000

Commissions paid - 9,050 46,716

Other extraordinary losses - - 1,899 23,413 1.9 10,033 192,455 4.7

::ﬁ]oonr"ify?ﬁtfg:ssigome taxes and (54,531)| (6.6) 226,857| 18.6 530,346 13.1

Current income taxes 1,228 109,898 298,024

Deferred income taxes 10,943 12,171 1.5 45,463 155,361 12.7| (31,166) 266,858, 6.6
Net income (66,703)| (8.0) 71,495 5.9 263,488 6.5




c. Consolidated Statements of Retained Surplus
(Thousands of yen)

Three months ended Three months ended
Period Year ended July 31, 2004

Oct. 31, 2003 Oct. 31, 2004
' ’ Aug. 1, 2003 - July 31, 2004
(Aug. 1, 2003 — Oct. 31, 200BjAug. 1, 2004 — Oct. 31, 2004)( g y

Amount Amount Amount

Account

Capital surplus
I Balance at beginning of period 430,303 1,672,943 430,303

Il Increase in capital surplus

1. Capital increase through new stock
issue

2. New stock issues attributed to the
exercise of bonds with new stock - - 1,149,987
acquisition rights

3. New stock issues attributed to the
exercise of new stock acquisition - 159,996 - 80,024 92,652 1,242,639
rights

Il Balance at end of period 590,300 1,572,968 1,672,943

159,996 80,024 -

Retained surplus

I Balance at beginning of period 89,666 378,089 89,666

Il Increase in retained surplus

1. Net income (66,703) 71,495 263,488

Increase in retained earnings due tg

exclusion of certain affiliates - 45,721 24,934

accounted for by the equity method

3. Reversal of capital surplus to cover
deficit

Il Balance at end of period 22,963 495,305 378,089

- (66,703) - 117,216 - 288,423

* This is a translation of Japanese Kessan Tanshin (including attachments), a summary of consolidated financial statements prepared
in accordance with accounting principles generally accepted in Japan. This translation is prepared and provided for the purpose of
the reader’s convenience. All readers are recommended to refer to the original version in Japanese of the report for complete
information.



