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Supplementary Explanation of Interim Financial Reporting
for Year Ending March 31, 2008

Following is an explanation, including supplementary information, of the summary announced today of

interim financial reporting for the year ending March 31, 2008.

1. Business Results for the Interim Period

As the business environment encompassing the manufacturing industry is rapidly changing,
innovation-led demand is robust, starting with PLM (product lifecycle management) services provided
by Nextech, and has resulted in a continued thriving business environment.

As Nextech reported on November 12, 2007, however, it was necessary to revise the contract
provisions of a long-term project order consisting of multiple components that Nextech had received in
the previous term, including revisions to project content and procedural method after the project was
underway. Contract provisions including price were changed through consultations with the client.

In this matter, sales for the majority of the project were recorded using the percentage-of-completion
method from the time the contract was concluded. Accompanying changes to contractual provisions,
however, it was decided through consultation with an auditing firm that the percentage-of-completion
basis would no longer be an appropriate method to record sales as the contract provisions had been
changed and it would be difficult to reasonably estimate revenue and expenses, which are criteria for
using the percentage-of-completion basis. Therefore, the method to record sales for this project was
changed from the percentage-of-completion basis to an inspection basis.

As a result, a large portion of sales that were recorded for this project in the previous period and
forecast to be recorded in this period (approximately 1.1 billion yen) are now forecast to be recorded
from next period onward. Non-consolidated sales for this period have thus decreased substantially. In
addition, it took somewhat longer than initially planned to receive orders and achieve sales at
Nextechwave Co., established this April, and a Chinese subsidiary that was brought into the Group in
March, resulting in consolidated sales of 638 million yen, a 50.9% decrease compared to the same

period the previous year. Consequently, Nextech posted a consolidated ordinary loss of 486 million yen,



because of the aforementioned substantial decrease in sales and some unprofitable projects, as well as
hiring that was initially planned for the first half of the year being delayed until the second half, causing
outsourcing expenses to exceed estimates, and increased personnel and other expenses related to
business expansion at subsidiaries. As the method of recording sales was changed accompanying the
aforementioned contractual changes, of revenue recorded in the first half of the year, revenue for this
project was revised and an extraordinary loss (loss due to contract changes) of 439 million yen was

recorded. The interim net loss was 660 million yen

2. Sales and Order Backlog Results by Quarter

<Year ending March 31, 2008> (Unit: Million yen)
1* quarter 2" quarter
Sales 222 (Note 1) 415 (Note 1)
€) (9.9% increase) (63.5% decrease)
Order backlog 1,472 2,445 (Note 2)
€) (35.3% increase) (791.1% increase)
<Year ended March 31, 2007>
1* quarter 2" quarter 3™ quarter 4™ quarter
Sales 202 1,138 763 1,063
Order backlog 1,088 274 1,818 1,481
<Year ended March 31, 2006>
1* quarter 2" quarter 3™ quarter 4™ quarter
Sales 51 602 152 1,224
Order backlog 566 165 933 237

¢ Compared to the same quarter of the previous year

(Note 1) The above contractual changes have been included in sales figures for the 1™ and 2 quarters of the
year ending March 31, 2008.

(Note 2) The order backlog amount for the 2 quarter of the year ending March 31, 2008 is the amount as of
the end of September (before the contractual changes). The order backlog amount including the

contractual changes is 2,098 million yen (664.8% increase compared to the same period of the

previous year).

3. Status of Employee Numbers (Unit: People)
Year ended March 31, Year ended March 31, Year ending March 31,
2006 2007 2008 (current period)
Interim Year end Interim Year end Interim Year end
period period period (planned)
Consolidated 103 156 241 300
Non-consolidated 62 78 92 107 114 155




The number of employees for the interim period on a non-consolidated basis was 114, as hiring initially
planned for the first half of the year was delayed until the second half. As of the end of October, the
number of employees increased to 131. Hiring activities are progressing smoothly and the number of
employees estimated for year-end has not changed from the initially planned figure of 155.

On a consolidated basis, in particular as sales related to network equipment at the Chinese subsidiary
Beijing C&W Nextech Co., Ltd. are seeing very steady growth, the number of employees throughout the

Nextech Group has been actively increased to 241 people. The number of employees planned at the end of

this fiscal year is 300.



