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1. Notes on Presentation of Quarterly Operating Results
a. Changes in accounting treatment from the most recent consolidated fiscal year: Yes
b. Changes in scope of consolidation and application of equity method:
Consolidation:

Newly added: 6

Excluded: -
Equity method:

Newly added: -

Excluded: 2

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

2. Consolidated Financial Results for the Nine Months Ended April 30, 2005 (Aug. 1, 2004 - Apr. 30, 2005)

(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 %
Nine months ended Apr. 30, 2005 6,057 116.7 670 152.2 560 268.4
Nine months ended Apr. 30, 2004 2,795 135.7 265 93.3 152 132.2
(Reference) Year ended July 31, 2004 4,060 130.5 469 119.7 360 775.8
Net income Net income Net income
per share (basic) per share (diluted)
- YoY
Million yen change % Yen Yen
Nine months ended Apr. 30, 2005 (531) - (2,719.18) -
Nine months ended Apr. 30, 2004 121 185.7 3,583.83 3,084.48
(Reference) Year ended July 31, 2004 263 193.9 6,521.17 5,736.76

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 (basic) and net income per share (diluted) for the fiscal year ended July 31, 2004 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,
and 2.1-for-1 stock split on March 22, 2004 to the beginning of the periods.

3. Net income per share (basic) for the nine months ended April 30, 2005 is calculated based on the average number of shares
outstanding during each period, retroactively adjusted for the 3.1-for-1 stock split on September 21, 2004 and 1.1-for-1 stock split
on March 22, 2005 to the beginning of the period.



(2) Sales Breakdown by Operating Segment
Millions of yen

Nine months ended Yoy Nine months ended Year ended

April 30, 2005 change April 30, 2004 July 31, 2004

Amount % Amount % Amount %
System Sales Business 2,187 36.1 86.7 1,171 41.9 1,795 44.2
Food Wholesale Business 417 6.9 86.6 223 8.0 299 7.4
Fresh Produce Wholesale Business 1,282 21.2 - - - - -
Restaurant Services 627 10.4 (1.1) 634 22.7 942 23.2
Shop Design and Renovation 549 9.1 33.9 410 14.7 436 10.8
Confectionary Production and Sales 475 7.8 - 320 11.5 476 11.7
Other Businesses 515 85| 1,391.6 34 1.2 109 2.7
Total 6,057| 100.0 116.7 2,795 100.0 4,060 100.0




[Review of Operations (Consolidated)]

During the third quarter, BB Net Group (the “Group”) is engaged in the provision of “Shop Support,” a
comprehensive support scheme for Small and Medium-Sized Enterprises (SMEs). The Group conducts a variety of
businesses in association with the provision of “Shop Support.”

In the System Sales Business, aggressive activities were conducted to sell “Hanjo Nets”-B2B portal sites and the
sites to provide “Back Services” to alliance partners. As a result, sales in this business were 2,187 million yen,
86.7% higher than in the same period one year earlier.

In the Food Wholesale Business, confectionary and bakery ingredients and the strengthened products development
of private brands in lineup by using integrated inventory management were taken to distribute products more
efficiently. Due to these actions, sales in this business were up 86.6% year on year to 417 million yen. In addition,
the Fresh Produce Wholesale Business segment was newly established in the third quarter for the operations of
Yusei Nishi-Kyushu Seika Co., Ltd. This company became a BB Net subsidiary in March 2005 for the purpose of
strengthening the ability to supply fresh produces to members of the restaurant related-“Hanjo Nets” by giving the
Group a presence in the distribution of produce. Third quarter sales in this new segment totaled 1,282 million yen.

In Restaurant Services, BB Restaurant Service Corp. has closed and integrating unprofitable shops while
expanding its Dominique Doucet's Bakery Shops in the Kansai area. Due to these activities, sales in this segment
were almost the same level as the previous period, decreased 1.1% from one year earlier to 627 million yen. As
BB Net merged with BB Restaurant Service on May 1, 2005, the restaurant business will be operated directly by
BB Net beginning in the fourth quarter.

In Shop Design and Renovation, Cube Planning Corporation focused on growth in its business domain of shop
planning, design and construction management for confectionary and bakery shops. The result was a year-on-year
33.9% increase in sales to 549 million yen.

In Confectionary Production and Sales, Kobe Sweets Port Co., Ltd. introduced a new brand, and developed new
products. These activities resulted in sales of 475 million yen. There is no prior-year sales comparison because
Kobe Sweets Port (formerly Yuhaimu Confect Co., Ltd.) became a BB Net subsidiary in December 2003 and
started this business during the previous fiscal year.

In Other Businesses, both Wintegrator Inc., which offers introduction of franchised businesses, and Club Nets Co.,
Ltd, which has a point card business, performed well. Segment sales were 515 million yen, 14.9 times higher than
one year earlier.

Due to the above segment results, net sales for the nine months ended April 30, 2005 increased 116.7% year on
year to 6,057 million yen and gross profit increased 74.2% to 2,741 million yen. The gross profit margin declined
from 56.3% to 45.3%, mainly because of product-mix including a reduction in the share of sales from the
high-margin System Sales Business by the inclusion of sales of Yusei Nishi-Kyushu Seika Co., Ltd. This altered
BB.

Selling, general and administrative expenses increased 58.3% to 2,070 million yen, mainly a reflection of growth

in the workforce due to a rapid increase in the number of consolidated subsidiaries and the scale of the Group’s
operations. However, these expenses decreased from 46.8% to 34.2% of sales. Operating income was up 2.5 times
to 670 million yen and current profit rose 3.7 times to 560 million yen. The operating income margin improved

from 9.5% to 11.1% and the current profit margin improved from 5.4% to 9.3% respectively.

The net loss of the 9 month’s result was 531 million yen. This loss is mainly the result of a resolution passed by
the Board of Directors on June 9, 2005 to adopt the accounting policy of amortizing all goodwill in the current



fiscal year. The result was an extraordinary loss of 799 million yen for the amortization of goodwill.

(3) Financial Position

Shareholders’ Shareholders’ Shareholders’
Total assets . ) ) .
equity equity ratio equity per sharg
Million yen Million yen % Yen
As of Apr. 30, 2005 17,467 5,491 31.4 25,997.20
As of Apr. 30, 2004 5,622 2,581 46.7 55,917.88
(Reference) As of July 31, 2004 8,810 4,148 47.1 78,730.68

Notes:

1. Shareholders’ equity per share for the fiscal year ended July 31, 2004 are calculated based on the number of shares outstanding at
the quarter end, retroactively adjusted for the 1.1-for-1 stock split on September 19, 2003, and 2.1-for-1 stock split on March 22,
2004 to the beginning of the periods.

. Shareholders’ equity per share for the nine months ended April 30, 2005 is calculated based on the number of shares outstanding at

the quarter end, retroactively adjusted for the 3.1-for-1 stock split on September 21, 2004, and 1.1-for-1 stock split on March 22,

2005 to the beginning of the periods.

(4) Cash Flows

Net cash used in| Net cash used in Net ca_sh pr_owded Cash_ and cash
operating activitiesinvesting activities by flr?a_r!cmg equwalents_
activities at end of period
Million yen Million yen Million yen Million yen
Nine months ended Apr. 30, 2005 (43) (4,445) 5,208 3,984
Nine months ended Apr. 30, 2004 (297) (1,252) 1,875 931
(Reference) Year ended July 31, 2004 (90) (1,943) 4,689 3,260




[Financial Condition (Consolidated)]

In the nine months ended April 30, 2005, net assets totaled 5,491 million yen, which was 1,343 million yen higher
than the previous fiscal year ended July 31, 2004. This increase is mainly the result of a public offering of stock
through an overseas conducted in December 2004 and the conversion of convertible bonds.

The shareholders’ equity ratio fell from 47.1% in the previous fiscal year ended July 31, 2004 to 31.4% as total
assets increased 8,656 million yen to 17,467 million yen. This was mainly due to an 824 million yen increase to
4,188 million yen in cash and deposits, the result of aggressive fundraising activities; an increase from 2,287
million yen to 4,523 million yen in investment securities in alliance partners; and an increase in the number of
consolidated subsidiaries.

Total liabilities increased from 4,662 million yen to 11,808 million yen, mainly a reflection of proceeds from the
convertible bonds with stock acquisition rights in April 2005 of 4,000 million yen and increase in long-term
borrowings.

Cash flows:
Cash and cash equivalents for the nine months ended April 30, 2005 were 3,984 million yen, a net increase of 724
million yen compared with 3,260 million yen at the end of previous fiscal year.

Net cash used in operating activities was 43 million yen, a significant improvement compared with the negative
operating cash flows of 297 million yen in the first three quarters of the previous fiscal year. Major uses of cash
were a 711 million yen increase in trade notes and accounts receivable and income taxes paid of 385 million yen.
Major providers of cash were an increase in other liabilities of 322 million yen and a non-cash expense of 799
million yen for the amortization of goodwill.

Net cash used in investing activities was 4,445 million yen. The main reason was payments of 2,439 million yen
for the acquisition of investment securities in conjunction with the aggressive development of ties with alliance
partners to conduct the “Shop Support” scheme along with the Group. There was also a payment of 2,010 million
yen for the acquisition of Yusei Nishi-Kyushu Seika in March 2005, and other consolidated subsidiaries.

Net cash provided by financing activities was 5,208 million yen. This mainly represents proceeds from the sale of
4,000 million yen in convertible bonds with stock acquisition rights in April 2005 and the sale of 1,679 million yen
in new stock through an overseas public offering in December 2004.

Due to the above activities, there was a net positive cash flow of 719 million yen during the first three quarters of
the current fiscal year.

(Change in accounting policy)

With regard to the amortization of goodwill, BB Net has changed its accounting policy from amortization in equal
installments over a five-year period to the amortization for the estimated period over which the corresponding
investment will produce benefits, or in a lump sum amortization when it is difficult to determine a reasonable
amortization period of all goodwill in a lump sum. This change reflects management’s belief that.



3. Forecasts (consolidated) for the Year Ending July 31, 2005 (Aug. 1, 2004 - July 31, 2005)

Net sales Current profit Net income Net income
per share
Million yen Million yen Million yen Yen
Full year 10,800 920 (620) (2,911.53)

Operating income (forecasts): 1,050 million yen

[Forecast for operating results]

BB Net has revised its forecasts for consolidated operating results in the current fiscal year as follows: net sales of
10,800 million yen, current profit of 920 million yen and a net loss of 620 million yen. These figures reflect the
lump-sum amortization of goodwill; the expectation for continued strength in the System Sales Business;
improving earnings at consolidated subsidiaries; the first full contribution by Yusei Nishi-Kyushu Seika to sales
and earnings in the fourth quarter.

Ref : [Forecast (parent company) for the Year Ending July 31, 2005 (August 1, 2004 — July 31, 2005)]

Net sales Current profit Net income Net income
per share
Million yen Million yen Million yen Yen
Full year 4,300 1,100 430 2,019.29

Sales and profit forecasts for the parent company reflects the continued strength in the System Sales Business and
projected dividends receivable from its subsidiary.

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 As of April 30, 2004 As of April 30, 2005 As of July 31, 2004
Account Amount % Amount % Amount %
Assets
| Current assets
1. Cash and deposits 931,180 4,188,159 3,364,056
2. Trade notes and accounts receivable 794,376 2,102,934 968,078
3. Inventories 123,936 721,964 150,638
4. Short-term loans receivable 256,459 219,946 188,112
5. Deferred tax assets 15,540 159,002 46,865
6. Other accounts receivable 55,264 111,609 192,83(
7. Other current assets 55,140 138,758 52,247
Allowance for doubtful accounts (18,467) (126,301) (35,460
Total current assets 2,213,430| 40.1 7,516,074 43.0 4,927,368 55.9
Il Fixed assets
1. Property, plant and equipment
(1) Buildings and structures 45,109 374,999 41,774
(2) Machinery equipment and vehicles 4,607 129,516 5,001
(3) Tools, furniture and fixtures 9,431 47,908 11,612
(4) Land - 59,148 2,996,147| 3,548,572 - 58,389
2. Intangible assets
(1) Goodwill - 147,966 139,277
(2) Consolidation adjustment accounts 278,435 - 276,987
(3) Software 152,457 409,894 150,635
(4) Other intangible assets 3,246 434,139 16,690| 574,551 1,244 568,141
3. Investments and other assets
(1) Investment securities 1,824,718 4,523,416 2,287,285
(2) Long-term loans receivable 192,258 211,036 159,588
(3) Guarantee deposits 271,794 511,864 272,46(
(4) Deferred tax assets 28,203 90,607 37,231
(5) Others 580,361 770,754 678,788
Allowance for doubtful accounts (4,348) (31,187) (28,288
Allowance for possible losses on | 77 15gy| 5 515 559 (248,500)| 5,827,992 (150,070) 3,256,99¢
investments
Total fixed assets 3,308,847 59.9 9,951,116| 57.0 3,883,526 44.1
Total assets 5,522,278 100.0 17,467,190 100.0 8,810,894 100.0




(Thousands of yen)

Period As of April 30, 2004 As of April 30, 2005 As of July 31, 2004
Account Amount % Amount % Amount %
Liabilities
| Current liabilities
1. Trade notes and accounts payable 188,080 263,623 134,311
2. Short-term borrowings 556,700 533,172 380,369
3. Current. portion of long-term 606,776 969,966 943,604
borrowings
4. Current portion of corporate bonds - 250,000 100,000
5. Accrued expenses 96,324 783,021 191,134
6. Accrued income taxes 116,396 365,137 267,463
7. Allowance for lease obligation 48,850 48,859 48,859
guarantees
8. Accrued bonuses 16,831 23,423 -
9. Other current liabilities 38,555 623,398 124,042
Total current liabilities 1,668,524| 30.2 3,860,602 22.1 2,189,785 24.8
Il Long-term liabilities
1. Corporate bonds 370,000 4,963,000 900,000
2. Long-term borrowings 869,759 1,901,617 1,542,553
3. Accru_ed employees’ retirement 24,771 113,684 23,261
benefits
4. Accrued officers’ severance bene - 63,850 -
5. Deferred tax liabilities - 622,569 -
6. Other long-term liabilities 7,096 282,750 6,550
Total long-term liabilities 1,271,627 23.0 7,947,472 455 2,472,364 28.1
Total liabilities 2,940,152| 53.2 11,808,074 67.6 4,662,150 52.9
Minority interests
Minority interests 811 0.0 167,579 1.0 - -
Shareholders' equity
| Common stock 1,436,559 26.0 3,089,339 17.7 2,153,70§ 24.4
Il Capital surplus 969,688| 17.6 2,608,573 14.9 1,672,943 19.0
Il Retained surplus 210,962 3.8 (81,797)| (0.5) 378,089 4.3
: . in (1
v 2‘:2‘;2:?2'::‘1 holding gain (loss) 155)| (0.0) 67| (0.0 178)| (0.0)
v Treasury stock (35,740)| (0.6) (124,511)| (0.7) (55,817), (0.6)
Total shareholders’ equity 2,581,314| 46.8 5,491,536 31.4 4,148,744 47.1
Total liabilties, minority interests 5,522,278 100.0 17,467,190 100.0 8,810,894 100.0
and shareholders’ equity




b. Consolidated Statements of Income
(Thousands of yen)

Period Niz‘e r_nonths ended Nine r_nonths ended Year ended July 31, 2004
pril 30, 2004 April 30, 2005 (Aug. 1, 2003 - July 31, 2004)
(Aug. 1, 2003 - Apr. 30, 2004)(Aug. 1, 2004 - Apr. 30, 2005
Account Amount s\glsés Amount s;/Izé Amount s\glsés
I Netsales 2,795,514 100.0 6,057,144| 100.0 4,060,439 100.0
Il Cost of sales 1,221,551 43.7 3,316,069, 54.7 1,669,927 41.1
Gross profit 1,573,963 56.3 2,741,074| 45.3 2,390,511 58.9
it ngg‘r?ée%e”era' and administrative 1,308,083 46.8 2,070,600 34.2 1,021,334 473
Operating income 265,877 9.5 670,474 11.1 469,177 11.6
IV Non-operating income
1. Interest income 10,382 5,116 7,776
2. Dividend income - 2 6
3. Lease income 7,942 8,184 10,670,
4. Rent income 8,007 18,518 16,344
5. Lecture fees 1,066 - 1,414
6. Outsourcing services - 6,413 -
7. Other non-operating income 6,771 34,169 1.2| 15,221 53,456 0.9 11,166 47,378 1.2
V Non-operating expenses
1. Interest expense 48,486 78,888 75,648
2. New stock issue expenses - 26,979 12,092
3. Corporate bond issue expenses 15,927 18,749 16,027
4. Equity ir_] losses of affiliated 64,479 ) 39,826
companies
5. Provision of allowance for lease 2,000 3 2.000

obligation guarantees

6. Other non-operating expenses 17,005| 147,898 5.3| 38,814 163,432 2.7 10,916 156,512 3.9
Current profit 152,149 5.4 560,498 9.3 360,043 8.9

VI Extraordinary income
1. Gain on sales of land 88,024 - 88,024

2. Gain on sales of investment
securities

3. Income from discharge of
indebtedness

4. Receipt of fixed assets - 188,458 -
5. Other extraordinary income 8,291| 222,413 8.0 - 279,727 4.6| 148,636| 362,759 8.9
VIl Extraordinary losses
1. Loss on disposal of fixed assets - 39,541 -
1,493

1,098 91,269 1,098

125,000 - 125,000

2. Loss on sales of investment
securities

3. Provision of allowance for possibl
losses on investments

4. Amortization of consolidation

- 1,429

F 35,569 185,000 108,211

adjustment accounts ) 799,590 )

5. Sxop?edr\]/;ilel s:[ransfer/acquisiﬂ:in relate 26,000 ) 26,000

6. Commissions paid 33,500 23,583 46,716
7. Other extraordinary losses 1,434 96,504 35| 52,420| 1,101,564 18.2 10,033] 192,455 4.7
Income before income taxes 278,058 9.9 (261,338)| (4.3) 530,346/ 13.1

Current income taxes 146,810 432,866 298,024
Deferred income taxes 9,140| 155,950 5.6/(165,560)| 267,305 4.4| (31,166) 266,858 6.6
Minority interests 811 0.0 2,372 0.1 - -
Net income 121,295 43 (531,016)| (8.8) 263,488 6.5




c. Consolidated Statements of Retained Surplus

(Thousands of yen)

Period Nine months ended Nine months ended Year ended July 31, 2004
April 30, 2004 April 30, 2005
(Aug. 1, 2003 - Apr. 30, 2004jug. 1, 2004 - Apr. 30, 2008 U9 L+ 2003 - July 31, 2006)
Account Amount Amount Amount
Capital surplus
| Balance at beginning of year 430,303 1,672,943 430,303
Il Increase in capital surplus
1. F:apltal increase through new stock 539,384 819,000 i
issue
2. New stock issues attributed to the
exercise of bonds with new stock - 74,997 1,149,987
acquisition rights
3. New stock issues attributed to the
exercise of new stock acquisition - 539,384 41,632 935,629 92,652 1,242,639
rights (stock options)
Il Balance at end of period 969,688 2,608,573 1,672,943
Retained surplus
| Balance at beginning of year 89,666 378,089 89,666
Il Increase in retained surplus
1. Netincome 121,295 (531,016) 263,488
2. Increase in retained earnings due to
exclusion from application of the - 121,295 71,129 (459,887) 24,934 288,423
equity method
Il Balance at end of period 210,962 (81,797) 378,089

* 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.
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