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WORK SAPPLICATIONSannouncesthat Arid Networks Inc. will becomeawhally owned subsdiary
through asimple shareexchange

WORKS APPLICATIONS Co., Ltd. (herenafter refared to as “WORKS”) has announced that a resolution
calling for making Arid Networks, Inc. a whally owned subdsdiary through a smple share exchange effective
January 5, 2005, as outlined bel ow, was passed at its Board of Directors mesting held Novermber 12, 2004.

1. Purpose of making Arid Networks, Inc. awholly owned subsidiary through a share exchange:

WORKS conducts the busnesses of devdopment, sdes and maintenance for its COMPANY® sries of
enterprise resource planning (ERP) software packages for large-szed firms, and is focusing on enhancing the
functionality of these software packagesin order to further improvetheir value inthe marketplace

Arid Neworks, Inc. (hereinefter referred to as “Arid”) isinvalved in the deve opment, sales, and maintenance of
its Ariel AirOne series of groupware packages, which are based on peer-to-peer (P2P) technology, and has been
seeking to stabilizeits management base

The two companies have joined together on this point, with WORKS deciding to make Arid a whally owned
subgdiary through a share exchange, the dudl god's of which are the stabilization of Ariel’s management base and
enhancement of the functiondity of the COMPANY® saries products. Arid Networks will undertake such
functionality enhancement, utilizing its advanced P2P-based networking technology, on a continuing bads, in
aress such as data exchange and informati on sharing between products

Through this share exchange, Ariel will become a specified subsidiary of WORKS.

2. Conditions, etc. of the share exchange:
(1) Schedule for this share exchange:
November 12, 2004: Share exchange agreement gpproved a Board of Directors meeting
November 12, 2004: Share exchange agreement cond uded
November 29, 2004 (planned):
Generd medting of shareholdersfor approval of share exchange agreement (Arid)
January 5, 2005 (planned): Effective date of share exchange



Note This share exchange will be conducted as a simple share exchange pursuant to Artide 358, Section 1 of
the Commercid Code, and as such the share exchange agreement does nat require the approva of WORKS’
generd meeting of shareholders.

(2) Share exchange ratios:

Arid Networks, Inc.
(Wholly owned subsidiary)

0.056

WORKSAPPLICATIONS Co, Ltd.
(Sole parent company)

Shareexchangeratio 1

1. Sharedlocationratio:
0.056 shares of common stock of WORK Swill be dlotted per one share of comon stock of Ariel.

2. Cdculation bassfor share exchangerétio:
A third party, Nakamura CPA Office, was requested to the exchange ratio. Nakamura CPA Office
agreed upon the aboveratio after discuss ons between themsel ves, referring to thet eval uation.

3. Results, methods, and basisfor caculation by third party:
Since WORKS is dready a publidy held company, Nakamura CPA Office assessed the average
closing price of WORKS stock over the days in the three-month period from July 26 though Octaber
25, 2004, using the average market sock price method, which reflects the objective value of the
company. Nakamura CPA Office evaluated the value of Ariel stock using a blend of net
asset values and a method of ratification utilizing comparisons with similar
companies.The share exchangeratio of 1:0.056 was caculated asaresult of the above assessments
of each company.

4. Sharesto beissued under share exchange: 595 shares of common stock

(3) Share-exchange subsidy:

No share-exchange subsidy shall be paid.
(4) Vuedatefor dividend purposes
The value date for dividend purposes of the new stock shares issued through this share

exchange shall be January 1, 2005.

3. Outline of companies involved in the share exchange:

Asof June 30, 2004

Asof September 30, 2004

Trade names WORKSAPPLICATIONS Co.,, Ltd. Arid Networks, Inc.

Maior linesof Deve opment, sdles, and maintenance far the | Development, sales, and maintenance

bLgness COMPANY® series of ERP  software | for theArig AirOne of groupware

packagesfor large-Szed firms packages based on P2Ptechnology

Date established July 24, 1996 April 11, 2001

Location of .

headquartars 1-12-32 Akasaka, Mineto-ku, Tokyo 3-3-2 Nakameguro, Meguro-ku, Tokyo
. Masayuki Makino, Representative Director | Hiroyuki  Komatsu,  Representative

Represnidlves | andCEO Director and Presicnt

Capitd 908 million yen 475 millionyen

Total number of

sharesissued and 137,592 shares 10,625 shares

outsanding

Shercholdas 4,370 millionyen 91 million yen

equty




Total asxts 6,426 million yen 149 million yen
Fisca year end June 30 March 31
Number of
471 13
employees
. . e Primary sales customer: Computer
Major customers Major sdlescugomers large domestic firms Wave Co, Ltd.
1. Yoshiro Ishikawa: 11.35% 1. Apax Globis Japan Fund, L.P:
2. Japan Trudee Sarvice Bank, Ltd. (trus): 42.35%
N andshere 10.30% 2.1T 2000 Invesments, L.L.P: 38.35%
holdinas of maior 3. Masayuki Makino: 5.80% 3. Mitsui Sumitomo Insurance C2
daohy darsr?) Y | & Tokeshi Abe 430% Investmerts, L.L.P: 9.41%
5. The Mitsubishi Trust And Banking 4. ShirichiroKurimura: 2.85%
Corporation (trust): 4.51% 5. Mizuho Capitd Co,, Ltd.: 1.18%
6. MHCCIT 2000 Investment Fund,
L.L.P:118%
Sumitomo Mitsui Banking Corporation Mizuho Bank, Ltd.
Mgor transaction | Mizuho Bank, Ltd. Resona Bank, Ltd.
banks AOZORA BANK, Ltd. Sumitomo Mitsui Banking Corporation
The Bank of Tokyo-Mitsubishi, Ltd.
Number of
shareholders 1,357 23
Capitd rdationship Nosuchrdationship
Rdationships
betweenthe Personnd rdaionship | Nosuchrdationship
companies

Transaction rdationship | Nosuchrdationship




Bus ness parformance over thelad threefiscd years: (Units thousands yen)

WORKSAPPLICATIONS Co, Ltd. Arid Neworks, Inc.
Yearended | Yerended | Yerended | Yearended | Yearended | Year ended
Fisca year June 30, June 30, June 30, Mach3l, | Mach3l, | March3l,
2002 2003 2004 2002 2003 2004
Sales 3537082 | 5671117 | 6,480,364 3922 29493
iOpera'”g 1125141 | 1758497 | 1283111 76340 | 126485 |  -315377
iord”ay 1029423 | 1703124 | 1260749 76337 | 127368 |  -314084
Net income 586433 | 1019585| 752230 76502 | 127658 | -314375
Netincome 2635214 | 1482042 | 546711| -91,73000| -19931.78| -29588.26
per share (yen)
Annud
dividends per
share (yen)
Sherendlders
equity per 11330276 | 5258801| 3176111| 1614577 | 7741727 1707886
share (yen)

4. Satus after the share exchange:
(1) Trade name, lines of business, locations of headquarters, representatives
With regard to the trade name, lines of business, locations of headquarters, and representatives of the
companies invalved in this share exchange, there will be no change from the details shown above under “3.
Outline of companiesinvaved inthe share exchange”

(2) Capital:
WORKS' capita will not increase asaresult of this share exchange

(3) Effects on business performance:
Since its effects on WORKS' consolidated business perfarmance will be only dight, business performance
forecagsfor thisfisca year will not berevised asaresuit of this share exchange



