8. Risk Factors(as of September 30, 2006)
Potential risks and uncertainties are listed below. We will proactively disclose items that we consider important in
investment decisions, even through they do not necessarily comprise business risk. Nevertheless, it should be noted that

the following discussions do not claim to cover all potential risks.

8-1 Risks Related to Mobile Content Business

(1) Dependence on External Information Provider
We rely on third parties to provide the content we offer to our subscribers. There is no guarantee that our
content suppliers will continue to maintain the relationships and contractual agreements with us.

(2) Dependence on Specific Operators
We provide multiple content services to i-mode of NTT DoCoMo Inc., EZweb of KDDI CORPORATION and

Yahoo! Keitai of SOFTBANK MOBILE Corp. NTT DoCoMo alone accounted for larger portion in our
consolidated sales. Therefore change in NTT DoCoMo’s business strategy and/or in business climate could
impact negatively on our business strategies and performance.

The breakdown of consolidated sales by mobile carrier is as follows;

2™ Quarter, 3" Quarter, 4™ Quarter, 1* Quarter, 2™ Quarter,

FY ended FY ended FY ended FY ending FY ending

March 2006 March 2006 March 2006 March 2007 March 2007
NTT DoCoMo 42.2% 40.4% 38.2% 28.6% 25.0%
KDDI 11.8% 11.5% 10.8% 9.0% 8.4%
Vodafone K.K. (Note) 9.8% 9.2% 7.9% 7.7% 7.1%
Others 36.2% 38.9% 43.1% 54.7% 59.5%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

(Note) On October 1, 2006, Vodafone K.K. was changed the trade name to SOFTBANK MOBILE Corp.
(3) Obsolescence of Content Services
The mobile content services that we provide can be rather short-lived due to rapid changes in technology and
consumer preferences. If we are unable to maintain, improve and develop our services, our investments may not
produce returns for us.
(4) Dependence on Specific Popular Content Services
Although we provide a broad range of content, some popular content services tend to be focused. Therefore
change in the market may reduce the number of subscribers and content popularity, thereby adversely affecting

our business strategy and revenue.

8-2 RisksRelated to CYBIRD’sother business
(1) Marketing Solution Business
We may not achieve expected result from the businesses due to the competitors and/or by other related
companies or sudden changes in market conditions, and uncertainty of the market.
(2) International Business
As we intend to expand internationally, we will be subject to risks of conducting business in foreign countries,
such as local economies, politics, laws and regulations, cultures, business customs, competitors, currency
fluctuations and others.
If we fail to overcome any of the foregoing risks due to occurrence of any unexpected event, our investment
may not produce anticipated returns for us, which may result in an adverse effect on our financial condition.
(3) Risks Related to New Business Start Ups including E-Commerce and Advertising Business
Our decisions to invest in new businesses are based on careful assessments, but because of the volatility of
the market or unexpected situations, we may not achieve our original plans. When new businesses are starting
up, there are temporarily higher costs for labor, R&D, and capital investments that can put pressure on profits.

(4) Investment Business
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If the event occurred which was unexpected in the preliminary research, the relevant investments may not be

recovered as assumed, which may affect the results of our business.

8-3 RisksRelated to Financial Condition and Results of Operations
(1) Short History of Our Company and Our Industry
Our company has not been operating for long, and also, our industry is still in the early stages of development.
Therefore our business may vary from original forecasts. Furthermore, unexpected expenses and capital
investment requirements may arise.
(2) Volatility of Financial Plan and Quarterly Results
Due to the extremely volatile environment of the Mobile Internet Business, and due to our relatively small
business scale, our quarterly results may vary unexpectedly. Depending on changes in our business plan and
other related factors, we may not be able to produce the expected amount of cash flow. This could have a

negative effect on our business operations.

8-4 RisksRelated to Investments
We may invest in equipment, subsidiaries, joint ventures, and M&A domestically and internationally to expand
our business centering on Mobile Internet industry. Although we will examine the feasibility of investments closely,

it is still difficult to predict the future outcome of our investments due to the risks involved. There remains the

possibility that we may fail to gain sufficient returns from these investments.

Major Investment and Financing

(as of September 30, 2006

Amount Amount CYBIRD’s Stake
Company Location Industry Invested Financed
. . Shares
(mil. of yen) |(mil. of yen)
GiGAFLOPS Japan Inc, | Minato-ku, | Information 80 65 1,150]  100.0
Tokyo Technology
CYB INVESTMENT INC,| Delaware, | International 4,991 2,349 | 43,310,000 100.0
USA Investment
Minato-ku,
CYBIRD Investment Partners Inc. Investment 350 - 7,000 100.0
Tokyo
Airborne Entertainment Inc. | 2uCPC Information 6,534 - | 12,046,912 85.0
Canada Technology
PLUS MOBLLE COMMONICATIONS o, L. | Minato-ku, | Advertising 60 - 1,200 60.0
Tokyo Planning
. Toshima-ku, Information
AXISSOFT Corporation Tokyo Technology 580 - 1,644 40.8
DMOVE Co., Ltd. Shinagawa-ku,| Information 38 i 775 487
Tokyo Technology
JIMOS CO., LTD. Fukuoka-shi, | 0 orce 3,121 - 12,381 20.0
Fukuoka

Notes:

1. CYBIRD’s investment in CYB INVESTMENT INC. totaled US$43,310,000.00. The telegraphic transfer rate was used at

the time of investment.

2. The figure of CYBIRD’s Stake for JIMOS CO., LTD. is mentioned the proportion of the number of Shares Issued
(12,381) of JIMOS as of September 30, 2006 to the number of Shares Issued (62,060) as of June 30, 2006.
3. JIMOS, which was previously our affiliate, became our wholly owned subsidiary on October 1, 2006 based on a share

exchange.

8-5 RisksRelated to Subsidiaries and Affiliate
Airborne Entertainment Inc., PLUS MOBILE COMUNICATIONS Co., Ltd., AXISSOFT Corporation, DMOVE
Co., Ltd. and JIMOS CO., LTD. etc. are not wholly owned subsidiaries. This situation may contribute to a conflict

of interest or difference in priorities between these companies and us.
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8-6 RisksRelated to Competition
(1) Competition in the Mobile Content Business
Our competitors may be competitive enough to damage our profitability. As a result, we may lose the market
share as well as suffer reduced incomes due to price competition and a decline in the number of subscriptions.
This may have a negative impact on our business.
(2) Competition in the Marketing Solution
In our Marketing Solution, competition is growing more intense. Companies that are commissioned by us or
even our clients themselves may choose to enter our market and compete directly with us. This may adversely
affect our business as well.
Envisioned CompetitorsList

Business Field Company

Mobile Content Business Index Corporation, XING INC., MTI Ltd., San-ai GIGA Networks Company,
KONAMI CORPORATION, ZAPPALLAS, Inc., G-mode Co., Ltd., GignoSystem.
Japan, Inc., Taito Corporation, DAIICHIKOSHO CO., LTD., DWANGO Co., Ltd.,
NAMCO LIMITED, Nihon Enterprise Co., Ltd., HUDSON SOFT COMPANY,
LIMITED, BANDAI NETWORKS CO., LTD., Faith, Inc., For-side.com Co., Ltd.,
YAMAHA CORPORATION, Excite Japan Co.,Ltd.

Marketing Solution Business MEDIASEEK INC., Index Corporation, INFOCOM CORPORATION, Rakuten,
Inc., Yahoo Japan Corporation, TOSE CO., LTD., Connect Technologies
Corporation

E-Commerce Business netprice, Itd., Xavel Inc., DeNA Co., Ltd.

Advertising Business CA MOBILE, LTD.

8-7 RisksRelated to Technological Changes
To keep up with the rapid changes in the mobile Internet industry, we have to continually adapt ourselves to
cutting edge technologies and observe the market carefully. If we fail to integrate and offer new technologies, our

market share may fall. As a result, our business may suffer.

8-8 RisksRelated to System Failure

Our services depend on continuous, real-time information feeding through our network. Any disruption from our
landline transmissions caused by natural calamity or unforeseeable accident could result in delays in our
subscribers’ reception of information and in the wireless operators’ ability to transmit data. In the case of such
major occurrences, we may not be able to provide continuous services. As a result, our business may be affected
negatively by such incidents.

In addition, there are other potential causes of system failures that lie beyond control. Our security system could
be bypassed by virus attacks by hackers and such.

8-9 RisksRelated to Lawsand Regulations
In addition to existing regulations on Internet information transactions, new laws and regulations related to
Information Technology may be enacted. Although we are preparing for possible enactments of such laws and
regulations, depending upon the applicability of such laws and regulations, our activity may be limited and
guidance from authorities may become stricter. Furthermore, self-restraint among companies in our industry may
impede our business plan. As a result, the quality of our service may deteriorate and accordingly our business may
suffer.

8-10Risks Related to Operation
(1) Depending on Specific Management
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Kazutomo Robert Hori, Chairman and CEO as of September 30, 2006, and other senior management staffs
play the prominent roles in CYBIRD. If we lost the services of any of our key personnel, our business could
suffer.

(2) Organization Growth

We will expand and amplify our organization to pace with market growth, however we may not be able to
attract highly qualified staff in time. Furthermore, those who have proper skill-sets to catch up with the growth
of the business may need higher cost, and it may cause a negative impact on our business performance and its
growth.

8-11Risk Related to Intellectual Property

We basically utilize many programs by using and combining some freeware software via Internet, but on
case-by-case basis, we may infringe upon third-parties’ intellectual rights.

Also, it is difficult to foresee how intellectual property rights, including patent rights, utility model rights,
trademark rights and copyrights, will be applied to our content services. Accordingly we may inadvertently be
infringing on intellectual property rights when the third party acquires the right to a patent. If a third party takes
legal action against us, or prevents us from using the property rights, or demand payment for patent usage fees, we

may be required to halt our business and it may negatively impact our business.

8-12Risks Related to L awsuit and Claims
We have not received any notices or complaints, and we are not subject to any actions for damages or
injunctions. Although our legal section takes preventive actions, we may be subject to actions for damages.
Depending upon the nature of the action and upon the degree of damage or damages incurred, our business may
suffer. The following are possible examples.
e Damages suffered by content subscribers or wireless network operators due to failure of our network
operator’s server
e Business transaction problems related to the Mobile Commerce site
e Damages to our clients due to any delays on our part in developing systems, or failures in commissioned
development projects and failed consultation and campaign support services
e Damages from violation of privacy due to the leakage of subscriber information or from misuse of that
information resulting from inadequate control of subscriber information.

8-130thers
(1) Dilution of Share Value
Resolutions have been approved at general shareholders’ meetings in the past to grant stock option rights
based on Article 280, Sections 20 and 21 of the Japanese Commercial Code. If those stock option rights are
exercised, the value of our common stock will be diluted, and this may affect stock prices.
(2) Stock Price Volatility
Because the number of shares issued is small and liquidity is not particularly high, the volatility risk of our
stock is relatively high. Such high volatility in our stock price could affect our financial activities.
(3) Disclosure
Due to internal delay in the communication of information and other factors, we might fail to disclose
material information properly. As a result, trading in our stock could be suspended, or we could be assessed

some other penalty.
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W Contact Information

CYBIRD HoldingsCo., Ltd. IR Department

6-10-1 Roppongi, Minato-ku, Tokyo 106-6161

TEL: 81-3-5785-6110 FAX: 81-3-5785-9321

HP: http://www.cybird.co.jp/hc/english/ir/news/index.html
E-mail; ircontact@cybird.co.jp

[Termsof Usg]

Copyrights and other rights

The rights to all contents of these materials belong to CYBIRD or are licensed to CYBIRD for use. Contents of these materials may not be copied,
modified, imported, uploaded, posted, transmitted, distributed, licensed, sold or published in part or in their entirety without first obtaining permission
from CYBIRD, except for private use or within the scope expressly stipulated by law.

Trademarks

The trademark "CYBIRD", “CYBIRD Holdings” and names of our products and services mentioned herein are trademarks or registered trademarks of
CYBIRD, our affiliates and/or partners. The names of actual companies and products mentioned herein are trademarks or registered trademarks of
their respective owners. Any rights not expressly granted herein are reserved.

Information

These documents contain forward-looking statements made by management using information available to them before the public release of these
documents. As such these statements involve risks and uncertainties. CYBIRD proactively attempts to disclosure risks regarding its business, but such
disclosure should not be construed as exhaustive. Changes in economic conditions and the competitive environment and technological advances could
cause actual results to differ materially. CYBIRD reminds investors that they are responsible for any investment decision made based on these
documents.

Insider Trading

Along with the revision in Article 30 of the Securities and Exchange Law, effective February 1, 2004, the company will not delay company
information to be announced over disclosure information system, hereinafter referred to as "TDnet," by 12 hours. However, on occasions where
TDnet is down or the announcement is one that cannot be made over TDnet, those who have examined the documents to be announced or otherwise
come into possession of material information before 12 hours have passed could still be designated primary information receivers under insider
trading regulations. We would remind such persons to be aware that until the time of the public announcement, trading in shares, etc. of the Company
by primary information receivers is forbidden.
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