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Our employees and their families worldwide have been making a difference. To date 

we have provided financial assistance and books to one existing village library in 

Cang Wan Village in Ningxia province and have built two Xinhua Finance libraries 

in the remote and impoverished villages of You Fang Yuan and Bei Tang, same in 

Ningxia. Enthusiastic volunteers have included our staff and their children working 

side by side with the local villagers in the building process. Funding comes entirely 

from Xinhua Finance employees and associates worldwide. Individuals have donated 

funds and approximately 5,000 books in the last three years. Today our employees 

continue to contribute books to these libraries on an ongoing basis.

Timeline of the Xinhua Finance Library Foundation

2005 The CEO of Xinhua Finance Group initiated the establishment of a 

foundation to build libraries in remote areas of China.

May 2006 Provided fi nancial assistance and books to Cang Wan village library 

in Ningxia province.

Aug 2006 Xinhua Finance Library Foundation registered as a charitable 

organization in Hong Kong; completed the construction of Xinhua 

Finance You Fang Yuan Library in Ningxia province.

Oct 2007 Completed the construction of Xinhua Finance Bei Tang Library in 

Ningxia province.

Dec 2007 Xinhua Finance Library Foundation registered as a charitable 

organization in the USA.

Jan 2008 Started to sponsor students who would not be able to attend school 

without fi nancial support.

Feb 2008 Started to donate clothing to the villages in Ningxia province.

With increased enthusiasm, dedication, passion and funding from our staff all over 

the world, we are in the process of building three more Xinhua Finance Libraries in 

China’s northwestern provinces of Ningxia, Inner Mongolia and Shaanxi in 2008.



CORPORATE SOCIAL RESPONSIBILITY

Xinhua Finance Scholarship

In addition to building libraries, we have begun sponsoring students who would 

not be able to attend school without fi nancial support. While the dollar amounts are 

small (US$200–$2,000 per year depending on the age and grade of the child), these 

contributions serve as the difference between an education with a promising future 

or no education and a life of continuing poverty. Some of our corporate executives 

have already committed to supporting 16 students from Inner Mongolia, while CEO 

Fredy Bush personally has supported nearly 700 students in Ningxia. We are now 

working with the Red Cross in Inner Mongolia and the Xinhua Finance librarians in 

Ningxia to identify more children in these locations who need fi nancial aid to fulfi ll 

their potential and prepare for the betterment of their lives and of society.

“As a company that provides information, intelligence and knowledge, we have a 

keen understanding of the importance of books to the growth of a child, and to the 

development of China as a whole. Xinhua Finance Group has benefited from the 

expansion of China’s markets; we as individuals are honored to be able to contribute 

something in return.”

“The sincere and grateful  spir i t  of  the 

villagers; the warm smiles and generous hearts 

of the children melted my heart away. The 

experience is surely one of my most rewarding 

experiences and mind refreshing trips.”

A volunteer from IT Dept. in Hong Kong

“What I will remember most is the warmth 

of the people. They didn’t have much materially, 

but they were generous with what they did 

have. They made us feel at home. I didn’t 

know their names, but their shy smiles totally 

captivated me.”

A volunteer from News Dept. in Beijing

CEO of Xinhua Finance Group
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“Building the library is only the beginning. 

We need to continue to fill up the library with 

books which are useful to children and villagers. 

There is still plenty of work ahead.”

A volunteer from HR Dept. in Hong Kong

“The project is part of Fredy Bush’s desire 

to give something tangible back to the people 

of China. While I shared Fredy’s desire to make 

such an impact, I wondered if I still had it in me. 

All it took was the smile of a child to get me in 

gear.”

A volunteer from a business partner in the U.S.

“You Fang Yuan village reinforced my belief 

that it’s not what you have — but who you are 

that counts. Yes, the region is one of the poorest 

in the world, but I didn’t expect this…the 

people of You Fang Yuan are some of the most 

gracious and engaging I’ve ever worked with.”

A volunteer from Branding Dept. in Shanghai

As a company providing information and market intelligence, we are thoroughly 

aware of the importance of knowledge and talent to our industries. We have also 

heeded the call to nurture talents in China as we promote the development of its 

financial and media markets. In 2007, we granted the Xinhua Finance Scholarship 

to three fi nance-oriented post graduates at the Shanghai University of Finance and 

Economics. This is a leading university in China that has provided generations of 

aspiring students with an excellent education and made tremendous contributions to 

China’s overall economic development. We will expand the scholarship program in 

2008 to more universities and more students in the media fi eld.



Over the past three years, we have enjoyed sharing our story with you in 

The Story of Xinhua Finance, Volumes I, II and in this our

Volume III – 2005-2007.  These volumes encompass what we have 

achieved and tell of the great possibilities that we have realized and 

continue to see for our company going forward. We are and will remain 

visionaries in taking Xinhua Finance to its next level of development to 

the benefi t of our clients, partners, shareholders and employees. 

We will maintain our China-focused strategy as we look to retain our 

leadership position in all of our service lines while expanding 

our horizons within our content and distribution businesses.  

We look forward to updating you next year.

OUR STORY
CONTINUES



REPORT AND FINANCIAL
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(Generally Accepted Accounting Principles in Japan)
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CONSOLIDATED BALANCE SHEETS
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year
(As of December 31, 2006)

Consolidated fiscal year — current year
(As of December 31, 2007)

Item Note Amount (%)Amount (%)

(Assets)
I Current assets

Cash and bank balances ※2 132,140
(15,084)

194,784
(22,235)

Trade receivables ※4 35,330
(4,033)

70,286
(8,023)

Marketable securities 343
(39)

4,793
(547)

Other receivables 5,678
(648)

11,715
(1,337)

Deferred tax assets 340
(39)

20
(2)

Others ※4 48,417
(5,527)

28,942
(3,304)

Total current assets 222,248
(25,370)

29.0310,540
(35,448)

32.1

II Non-current assets
Property and equipment
Buildings and structures 5,252

(600)
8,269
(944)

Less: accumulated depreciation △ 964
(△ 110)

4,288
(490)

△ 2,471
(△ 282)

5,798
(662)

Equipment ※2 15,888
(1,814)

29,371
(3,353)

Less: accumulated depreciation △ 5,040
(△ 575)

10,848
(1,238)

△ 11,151
(△ 1,273)

18,220
(2,080)

Total property and equipment 15,136
(1,728)

2.024,018
(2,742)

2.5

Intangible assets
Goodwill ※5 2,009

(229)
320,481
(36,583)

Goodwill on consolidation ※5 291,999
(33,332)

—

(—)
Trademark and distribution rights ※1 1,843

(210)
12,419
(1,418)

Contractual rights and other ※8 185,352
(21,158)

223,537
(25,517)

Others 8,416
(961)

8,856
(1,011)

Total intangible assets 489,619
(55,890)

63.9565,292
(64,528)

58.5

Investments and other assets
Securities assets 33,493

(3,823)
49,465
(5,646)

Investment in associates 535
(61)

547
(62)

Deferred tax assets 225
(26)

189
(22)

Others 965
(110)

14,038
(1,602)

Total investments and other assets 35,218
(4,020)

4.664,239
(7,333)

6.6

Total non-current assets 539,973
(61,638)

70.5653,549
(74,603)

67.6

III Deferred assets
Bond issuance costs 3,721

(425)
3,009
(344)

Total deferred assets 3,721
(425)

0.43,009
(344)

0.3

Total assets 765,941
(87,432)

100.0967,099
(110,394)

100.0
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CONSOLIDATED BALANCE SHEETS (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(As of December 31, 2006)

Consolidated fiscal year — current year

(As of December 31, 2007)

Item Note Amount (%)Amount (%)

(Liabilities)

I Current liabilities

Trade payables 6,413

(732)

12,415

(1,417)

Short-term debt ※2, 6 19,056

(2,175)

50,130

(5,722)

Current portion of long-term debt ※2, 6 6,403

(731)

484

(55)

Taxation payables 6,097

(696)

13,309

(1,519)

Other payables ※3 57,928

(6,612)

58,975

(6,732)

Accrued expenses 10,129

(1,156)

12,836

(1,465)

Deferred revenue 16,727

(1,909)

14,612

(1,668)

Promissory notes (non-operating) 199

(23)

38

(4)

Lease obligations ※2 63

(7)

66

(7)

Others 205

(23)

7,761

(886)

Total current liabilities 123,220

(14,066)

16.1170,625

(19,477)

17.6

II Non-current liabilities

Bond 99,073

(11,309)

99,265

(11,331)

Long-term debt ※2, 6, 7 10,000

(1,142)

1,234

(141)

Long-term lease obligations ※2 90

(10)

27

(3)

Long-term other payables ※3 146,800

(16,757)

93,191

(10,638)

Deferred tax liabilities 4,001

(457)

11,822

(1,349)

Others —

(—)

18,464

(2,108)

Total non-current liabilities 259,963

(29,675)

33.9224,001

(25,570)

23.2

Total liabilities 383,183

(43,740)

50.0394,627

(45,047)

40.8
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CONSOLIDATED BALANCE SHEETS (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(As of December 31, 2006)

Consolidated fiscal year — current year

(As of December 31, 2007)

Item Note Amount (%)Amount (%)

(Net Assets)

I Shareholders’ equity

Share capital 2,389

(273)

0.32,649

(302)

0.3

Share permium 326,106

(37,225)

42.6377,646

(43,108)

39.1

Retained earnings/Accumulated deficit (△) △ 24,724

(△ 2,822)

△ 3.2△ 1,227

(△ 140)

△ 0.1

Total shareholders’ equity 303,771

(34,675)

39.7379,067

(43,271)

39.3

II Valuation and translation adjustments

Unrealized gains/losses (△) on available-for-sale securities —

(—)

441

(50)

Deferred gains/losses (△) on hedges —

(—)

△ 7,361

(△ 840)

Foreign currency translation adjustments ※9 813

(93)

△ 12,396

(△ 1,415)

Total valuation and translation adjustments 813

(93)

0.1△ 19,316

(△ 2,205)

△ 2.0

III Share subscription rights 3,036

(347)

0.48,966

(1,024)

0.9

IV Minority interests 75,138

(8,577)

9.8203,755

(23,259)

21.1

Total net assets 382,758

(43,692)

50.0572,472

(65,348)

59.2

Total liabilities and net assets 765,941

(87,432)

100.0967,099

(110,394)

100.0
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CONSOLIDATED INCOME STATEMENTS
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Item Note Amount (%)Amount (%)

I Turnover 174,963

(19,972)

100.0257,676

(29,414)

100.0

II Cost of sales 75,823

(8,655)

43.3124,185

(14,176)

48.2

Gross profit 99,140

(11,317)

56.7133,491

(15,238)

51.8

III Selling, general and administrative expenses

Directors’ emoluments 4,001

(457)

4,056

(463)

Salaries 31,365

(3,580)

36,013

(4,111)

Marketing and promotional expenses 8,239

(940)

17,745

(2,026)

Depreciation 3,046

(348)

5,865

(670)

Amortization 4,811

(549)

15,417

(1,760)

Amortization of goodwill on consolidation 15,681

(1,790)

—

(—)

Amortization of goodwill —

(—)

20,463

(2,336)

Others 30,864

(3,523)

98,006

(11,187)

56.047,005

(5,366)

146,564

(16,730)

56.9

Operating income/loss (△) 1,134

(129)

0.7△ 13,073

(△ 1,492)

△ 5.1

IV Non-operating income

Interest and dividend income 3,396

(388)

10,153

(1,159)

Unrealized gain on marketable securities 44

(5)

388

(44)

Foreign exchange gains 59

(7)

3,110

(355)

Others 894

(102)

4,393

(501)

2.55,468

(624)

19,118

(2,182)

7.4

V Non-operating expenses

Interest expense 5,361

(612)

11,158

(1,274)

Share issuance expenses —

(—)

9,522

(1,087)

Share issuance related expenses ※1 103

(12)

—

(—)

Others —

(—)

5,464

(624)

3.2196

(22)

20,875

(2,383)

8.1

Ordinary income/loss (△) 63

(7)

0.0△ 14,830

(△ 1,693)

△ 5.8
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CONSOLIDATED INCOME STATEMENTS (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Item Note Amount (%)Amount (%)

VI Extraordinary gains

Gain on sale of investment in securities —

(—)

57

(7)

Gain on sale of investment in subsidiaries 650

(74)

—

(—)

Gain from redemption of minority interests ※3 3,000

(342)

—

(—)

Gain from changes in equity interest ※4 16,027

(1,829)

19,677

(2,246)

11.399,192

(11,323)

99,249

(11,329)

38.5

VII Extraordinary losses

Loss on sale and disposal of fixed

assets

※2 10

(1)

—

(—)

Provision for uncollectible accounts —

(—)

5,546

(633)

Loss on disposal of investment in subsidiary —

(—)

3,666

(418)

Amortization of goodwill ※6 —

(—)

38,224

(4,363)

Impairment loss —

(—)

10

(1)

0.06,592

(752)

54,027

(6,167)

21.0

Income before income taxes, minority interests and

distribution of profits (allocation of losses) from joint

alliances

19,729

(2,252)

11.330,392

(3,469)

11.8

VIII Distribution of profits

(allocation of losses) from joint alliance

△ 2

(△ 0)

△ 0.0—

(—)

—

Income before income taxes and minority interests 19,727

(2,252)

11.330,392

(3,469)

11.8

Income taxes (current) 3,424

(391)

7,243

(827)

Prior year adjustment on tax charges 901

(103)

—

(—)

Income taxes (deferred) △ 568

(△ 65)

3,756

(429)

2.1△ 2,674

(△ 305)

4,569

(522)

1.8

Minority interests 5,211

(595)

3.02,325

(265)

0.9

Net income for the year 10,760

(1,228)

6.223,497

(2,682)

9.1
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CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Shareholders’ equity

Share capital Share premium Retained earnings

Total

shareholders’

equity

Beginning balance at Jan 1, 2007 2,389 326,106 △ 24,724 303,771

(273) (37,225) (△ 2,822) (34,675)

Changes of items during the year

Issuance of new shares 14

(2)

1,386

(158)

—

(—)

1,400

(160)

Increased upon share exchange 246

(28)

50,152

(5,725)

—

(—)

50,398

(5,753)

Net income for the year —

(—)

—

(—)

23,497

(2,682)

23,497

(2,682)

Net changes of items other than shareholders’ equity —

(—)

—

(—)

—

(—)

—

(—)

Total changes during the year 260

(30)

51,538

(5,883)

23,497

(2,682)

75,296

(8,595)

Ending balance at Dec 31, 2007 2,649

(302)

377,646

(43,108)

△ 1,227

(△ 140)

379,067

(43,271)
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CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS (continued)

(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Valuation and translation adjustments

Share

subscription

rights

Minority

interests

Total

net assets

Unrealized

gains/

losses

(△) on available-

for-sale securities

Deferred

gains/losses

(△) on hedges

Foreign

currency

translation

adjustments

Total

valuation and

translation

adjustments

Beginning balance at Jan 1, 2007 —

(—)

—

(—)

813

(93)

813

(93)

3,036

(347)

75,138

(8,577)

382,758

(43,692)

Changes of items during the year

Issuance of new shares —

(—)

—

(—)

—

(—)

—

(—)

—

(—)

—

(—)

1,400

(160)

Increased upon share exchange —

(—)

—

(—)

—

(—)

—

(—)

—

(—)

—

(—)

50,398

(5,753)

Net income for the year —

(—)

—

(—)

—

(—)

—

(—)

—

(—)

—

(—)

23,497

(2,682)

Net changes of items other than

shareholders’ equity

441

(50)

△ 7,361

(△ 840)

△ 13,210

(△ 1,508)

△ 20,130

(△ 2,298)

5,930

(677)

128,617

(14,682)

114,418

(13,061)

Total changes during the year 441

(50)

△ 7,361

(△ 840)

△ 13,210

(△ 1,508)

△ 20,130

(△ 2,298)

5,930

(677)

128,617

(14,682)

189,713

(21,656)

Ending balance at Dec 31, 2007 441

(50)

△ 7,361

(△ 840)

△ 12,396

(△ 1,415)

△ 19,316

(△ 2,205)

8,966

(1,024)

203,755

(23,259)

572,472

(65,348)
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CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Shareholders’ equity

Share capital Share premium Retained earnings

Total

shareholders’

equity

Beginning balance at Jan 1, 2006 2,091

(239)

312,966

(35,725)

△ 35,485

(△ 4,051)

279,573

(31,913)

Changes of items during the year

Issuance of new shares 82

(9)

2,267

(259)

—

(—)

2,349

(268)

Share-based payment 48

(6)

6,312

(721)

—

(—)

6,361

(726)

Increased upon share exchange 167

(19)

48,088

(5,489)

—

(—)

48,256

(5,508)

Effect of change in accounting policy —

(—)

△ 43,527

(△ 4,969)

—

(—)

△ 43,527

(△ 4,969)

Net income for the year —

(—)

—

(—)

10,760

(1,228)

10,760

(1,228)

Net changes of items other than shareholders’ equity —

(—)

—

(—)

—

(—)

—

(—)

Total changes during the year 298

(34)

13,140

(1,500)

10,760

(1,228)

24,198

(2,762)

Ending balance at Dec 31, 2006 2,389

(273)

326,106

(37,225)

△ 24,724

(△ 2,822)

303,771

(34,675)
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CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS (continued)

(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Valuation and translation adjustments

Share

subscription

rights

Minority

interests Total net assets

Foreign

currency translation

adjustments

Total valuation and

translation

adjustments

Beginning balance at Jan 1, 2006 △ 131

(△ 15)

△ 131

(△ 15)

—

(—)

2,626

(300)

282,068

(32,198)

Changes of items during the year

Issuance of new shares —

(—)

—

(—)

—

(—)

—

(—)

2,349

(268)

Share-based payment —

(—)

—

(—)

—

(—)

—

(—)

6,361

(726)

Increased upon share exchange —

(—)

—

(—)

—

(—)

—

(—)

48,256

(5,508)

Effect of change in accounting policy —

(—)

—

(—)

—

(—)

—

(—)

△ 43,527

(△ 4,969)

Net income for the year —

(—)

—

(—)

—

(—)

—

(—)

10,760

(1,228)

Net changes of items other than

shareholders’ equity

944

(108)

944

(108)

3,036

(347)

72,512

(8,277)

76,492

(8,732)

Total changes during the year 944

(108)

944

(108)

3,036

(347)

72,512

(8,277)

100,690

(11,494)

Ending balance at Dec 31, 2006 813

(93)

813

(93)

3,036

(347)

75,138

(8,577)

382,758

(43,692)
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CONSOLIDATED CASH FLOW STATEMENTS
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal
year — prior year

(From January 1, 2006
to December 31, 2006)

Consolidated fiscal
year — current year

(From January 1, 2007
to December 31, 2007)

Item Note AmountAmount

I Operating activities
Income before income taxes and minority interests 19,72730,392

(2,252)(3,469)
Depreciation 3,0465,865

(348)(670)
Amortization 6,36517,091

(727)(1,951)
Amortization of goodwill on consolidation 15,681—

(1,790)(—)
Amortization of goodwill —58,686

(—)(6,699)
Share-based compensation 2,2976,766

(262)(772)
Interest and dividend income △ 3,396△ 10,153

(△ 388)(△ 1,159)
Interest expenses 5,36111,158

(612)(1,274)
Gain from redemption of minority interest △ 3,000—

(△ 342)(—)
Gain from changes in equity interest △ 16,027△ 99,192

(△ 1,829)(△ 11,323)
Unrealized gain on marketable securities △ 44△ 388

(△ 5)(△ 44)
Share issuance related expenses 103—

(12)(—)
Share issuance expenses —9,522

(—)(1,087)
Foreign exchange gain/loss (△ : gain) 720△ 35

(82)(△ 4)
Loss on sale and disposal of fixed assets 10—

(1)(—)
Loss on impairment —6,592

(—)(752)
Provision for uncollectible accounts —5,546

(—)(633)
Gain on sale of investment in subsidiaries △ 650

(△ 74)
—

(—)
Loss on sale of investment in subsidiaries —3,666

(—)(418)
Gain on sale of investment in securities —△ 57

(—)(△ 7)
Distribution of profits (allocation of losses)

from joint alliances
2
(0)

—

(—)
Assets received for services △ 10,565—

(△ 1,206)(—)
Increase (decrease) in accounts receivable △ 16,283△ 25,540
(△ : increase) (△ 1,859)(△ 2,915)
Increase (decrease) in accounts payable 3,44411,139
(△ : decrease) (393)(1,272)
Increase (decrease) in other current assets △ 11,446655
(△ : increase) (△ 1,307)(75)
Increase (decrease) in other current liabilities △ 5,876△ 2,888
(△ : decrease) (△ 671)(△ 330)
Others △ 374△ 721

(△ 43)(△ 82)

Subtotal △ 10,90528,104
(△ 1,245)(3,208)

Income taxes paid △ 2,064△ 4,064
(△ 236)(△ 464)

Net cash provided by (used in) operating activities △ 12,97024,040
(△ 1,481)(2,744)
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CONSOLIDATED CASH FLOW STATEMENTS (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal

year – prior year

(From January 1, 2006

to December 31, 2006)

Consolidated fiscal

year – current year

(From January 1, 2007

to December 31, 2007)

Item Note AmountAmount

II Investing activities

Payment into time deposit —△ 4,606

(—)(△ 526)

Interest and dividend received 3,39610,153

(388)(1,159)

Purchase of marketable securities —△ 367

(—)(△ 42)

Proceeds from sale of marketable securities —142

(—)(16)

Purchase of property and equipment △ 6,095△ 11,056

(△ 696)(△ 1,262)

Proceeds from sale of property and equipment 38482

(4)(55)

Purchase of intangible assets △ 15,478△ 6,317

(△ 1,767)(△ 721)

Purchase of securities assets △ 11,155△ 70,046

(△ 1,273)(△ 7,996)

Proceeds from sale and redemption of securities assets 1,15341,099

(132)(4,691)

Proceeds from sale of investment in subsidiaries ※3 1,00043,375

(114)(4,951)

Payment to acquire shares of subsidiaries resulting △ 43,687△ 124,171

in a change in scope of consolidation ※2 (△ 4,987)(△ 14,174)

Payment to acquire shares of subsidiaries △ 7,112△ 10,524

(△ 812)(△ 1,201)

Subsequent consideration paid △ 9,914△ 25,936

(△ 1,132)(△ 2,961)

Payment for loan receivable △ 7,900—

(△ 902)(—)

Net cash used in investing activities ~95,754

(△ 10,930)

△ 157,773

(△ 18,010)
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CONSOLIDATED CASH FLOW STATEMENTS (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal

year — prior year

(From January 1, 2006

to December 31, 2006)

Consolidated fiscal

year — current year

(From January 1, 2007

to December 31, 2007)

Item Note AmountAmount

III Financing activities

Interest paid △ 6,558△ 9,722

(△ 749)(△ 1,110)

Increase in deposit pledged △ 24,937△ 27,704

(△ 2,847)(△ 3,162)

Decrease in deposit pledged 298—

(34)(—)

Increase (decrease) in short-term loans — net (△ : decrease) 6,63324,152

(757)(2,757)

Proceeds from long-term debt 51,351—

(5,862)(—)

Repayments of long-term debt △ 56,992—

(△ 6,506)(—)

Proceeds from issuance of bond 95,192—

(10,866)(—)

Proceeds from issuance of shares 26—

(3)(—)

Proceeds from exercise of warrants 1,3782,087

(157)(238)

Proceeds from issuance of shares to minority shareholders 61,401198,307

(7,009)(22,637)

Dividends paid to minority shareholders △ 1,918△ 6,149

(△ 219)(△ 702)

Repayments of lease obligations △ 73△ 61

(△ 8)(△ 7)

Increase (decrease) in long-term other payables △ 679△ 16,588

(△ : decrease) (△ 77)(△ 1,894)

Net cash provided by financing activities 125,122164,322

(14,283)(18,757)

IV Foreign currency translation adjustments on cash

and cash equivalents

211

(24)

△ 2,496

(△ 285)

V Net increase in cash and cash equivalents 16,610

(1,896)

28,094

(3,207)

VI Cash and cash equivalents, beginning of the year 80,66997,279

(9,208)(11,104)

VII Cash and cash equivalents, end of the year ※1 97,279125,373

(11,104)(14,311)
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BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

Item

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

1 Scope of consolidation (1) The number of consolidated subsidiaries: 116

The name of major consolidated subsidiaries are as

follows:

Asia

Xinhua Financial Network Ltd.

EconWorld Media Ltd.

Xinhua Financial Network (Beijing) Ltd.

Xinhua Financial Network Korea Company

Limited

Other subsidiaries in Asia: 80

U.S.A.

Taylor Rafferty Associates, Inc.

Mergent, Inc.

Washington Analysis Corporation

Market News International, Inc.

Other subsidiaries in U.S.A.: 11

Other Locations: 17

Glass, Lewis & Co., LLC, Shanghai Singshine

Marketing Service Co., Ltd., Beijing Mobile

Interactive Co., Ltd., Convey Advertising

Company Limited, Profittown Development

Limited, JCBN Company Limited and other 20

subsidiaries are consolidated because of new

acquisition in this year.

However Glass, Lewis & Co., LLC was excluded

from the scope of consolidation due to subsequent

sale of shares.

Unconsolidated subsidiaries up to prior year such

as Intelligence Asia Pty Ltd., and other 3

subsidiaries are consolidated from this year since

materiality has increased.

(1) The number of consolidated subsidiaries: 82

The name of consolidated subsidiaries are as

follows:

Xinhua Financial Network Ltd.

Market News International, Inc.

Market News Service (International) Inc.

China Financial News Ltd.

Fortune China Public Relations Ltd.

FTSE/Xinhua Index Ltd.

Xinhua Financial Network Inc.

Xinhua Financial Network Korea Company

Limited

China Finance Limited (formerly known as China

Financial Network Ltd.)

AFX Asia Pte Ltd.

Xinhua Financial Network (Beijing) Ltd.

Xinhua Finance Japan Ltd. (formerly known as

Xinhua Netchina Ltd.)

Xinhua Investment Group Hong Kong Ltd.

Shanghai NetChina Ltd.

Xinhua Financial Network (Shanghai) Ltd.

Mergent, Inc.

Mergent Japan K.K.

Stone & McCarthy Research Associates, Inc.

SMRA International, Inc.

G-7 Group, Inc.

Xinhua Mergent Holdings Limited

Ford Investor Services, Inc.

Taylor Rafferty Associates, Inc.

Taylor Rafferty Associates Ltd.

Taylor Rafferty KK

EconWorld Media Ltd.

Financial World (Shanghai) Co., Ltd.

EconWorld (Shanghai) Co., Ltd.

EconWorld Publishing Ltd.

Money Journal Publication Ltd.

Money Journal Advertising Co., Ltd.

Highasia Investments Ltd.

Washington Analysis Corporation

Beijing Century Media Culture Co., Ltd.

Beijing Workshop Communications Co., Ltd.

Beijing Golden Ways Animation Production Co.,

Ltd. (formerly known as Beijing Golden Ways

Culture Development Co., Ltd.)

Shanghai Pobo Data and Information Network

Consulting Co., Ltd.

Shanghai Huacai Investment Advisory Company

Limited

Xinhua Top Sky Public Relations Consulting

(Beijing) Co., Ltd.

Tesserae Capital Advisors, LLC

Xinhua Finance Media Limited

Shanghai Far East Credit Rating Co., Ltd.

Xinhua Finance Advertising Limited (formerly

known as Ming Shing International Limited )

Upper Will Enterprises Limited

Active Advertising Agency Ltd.
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BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS (continued)

Item

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Active Advertising Agency (Guangzhou) Ltd.

Shenzhen Active Trinity Ltd.

Shangtuo Zhiyang International Advertising

(Beijing) Co., Ltd.

Beijing Jinlong Runxin Advertising Co., Ltd.

Shanghai Yuanxin Advertising Media Co., Ltd.

Beijing JinGuan XinCheng Advertising Co., Ltd.

Beijing EWEO Advertising Co., Ltd.

Accord Group Investments Limited

Great Triump Investments

New China Media (Shanghai) Co., Ltd.

Beijing Shiji Guangnian Advertising Co., Ltd.

Shanghai Hyperlink Market Research Co., Ltd.

Guangzhou Hyperlink Market Research Co., Ltd.

Beijing Perspective Orient Movie and Television

Intermediary Co., Ltd.

Beijing Perspective Orient Advertising Co., Ltd.

Zhongxi Taihe Culture Consultancy (Shanghai)

Co., Ltd.

Beijing Alpha Financial Engineering Co., Ltd.

Upper Step Holdings Limited

Jia Lou Consulting (Shanghai) Co., Ltd.

Shanghai Yuan Zhi Advertising Co., Ltd.

Mergent Data Technology, Inc. (formerly known

as Praedea Solutions, Inc.)

Xinhua PR Newswire Ltd.

FTSE/Xinhua (Beijing) Consulting Ltd.

Shanghai Heyuan Movie and Culture Co., Ltd.

Xinhua Finance Media (Shanghai) Co., Ltd.

Xinhua Finance Media (Beijing) Co., Ltd.

Beijing Taide Advertising Co., Ltd.

Beijing Longmei TV & Broadcast Advertising Co.,

Ltd.

Guangzhou Jingshi Culture Intermediary Co., Ltd.

Beijing Qiannuo Advertising Co., Ltd.

China Lead Profits Ltd.

Number of other consolidated subsidiaries: 6

(2) Name of unconsolidated subsidiaries

and relative information

Intelligence Asia Pty Ltd.

LJS Global Information Services, Inc.

Mergent Pricing & Evaluation Services, Inc.

Mergent (UK) Ltd.

(2)

(Reason of status to be unconsolidated)

All of the unconsolidated subsidiaries do not

have significant influence on Group’s

consolidated financial statements due to their

small magnitude taking into account total assets,

revenue, net income and retained earnings as

well as the aggregated amounts of all

unconsolidated subsidiaries.
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BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS (continued)

Item

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

2 Adoption of the equity

method

(1) Number of associated company accounted by the

equity method: 2

Name of the associated company

Ning Bo Far East Credit Rating Co., Ltd.

Best Independent Research LLC

(1) Number of associated company accounted by the

equity method: 2

Name of the associated company

Ning Bo Far East Credit Rating Co., Ltd.

Best Independent Research LLC

(2) Major unconsolidated subsidiaries and associated

companies not accounted by the equity method

Intelligence Asia Pty Ltd.

LJS Global Information Services, Inc.

Mergent Pricing & Evaluation Services, Inc.

Mergent (UK) Ltd

(2)

(Reason of status not to be accounted by the equity

method)

The adoption of the equity method for all of the subsidiaries

does not have any significant influence on Group’s

consolidated financial statements due to its small

magnitude taking into account the net income and retained

earnings as well as the aggregated amounts of all

unconsolidated subsidiaries.

3 Reconciliation of closing

date for consolidation

Same as on the left.There is no consolidated subsidiary whose closing date for

the year is different from that of the Company.

4 Significant accounting

policies

(1) Valuation basis

and method for

assets

SecuritiesSecurities

(a) Trading securities(a) Trading securities

Same as on the left.— Fair value method (the cost of securities sold is

determined based on the moving-average cost

method)

(b) Held-to-maturity securities(b) Held-to-maturity securities

Same as on the left.— Amortized cost method

(c) Available-for sale securities(c) Available-for sale securities

— with fair value.— With fair value

Same as on the left.Fair value method based on fair value information,

such as market information, at the balance sheet

date is applied. (Unrealized gain or loss is

accounted for as a net asset item, and costs of

sales are based on the moving-average method.)

— With no fair value— With no fair value

Same as on the left.Cost method based on the moving-average

method
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BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS (continued)

Item

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

(2) Depreciation

or amortization

method

(a) Property and equipment

Depreciation of property and equipment of the

Company and its consolidated non-Japanese

subsidiaries is computed substantially by the

straight-line method, while the declining-balance

method is applied to the property and equipment

of consolidated Japanese subsidiaries.

(a) Property and equipment

Depreciation of property and equipment is

computed substantially by the straight-line

method.

Estimated useful lives are the followings:

Buildings and structures: 3 to 20 years

Equipment: 1 to 10 years

Estimated useful lives are the following:

Buildings and structures: 3 to 20 years

Equipment: 1 to 10 years

(b) Intangible assets(b) Intangible assets

Intangible assets are amortized by the straight-

line method.

Estimated useful lives are as follows:

Trade mark and distribution rights: 3 to 15 years

Contractual rights and data bases: 3 to 50 years

Goodwill: 5 years

Intangible assets are amortized by the straight-line

method.

Estimated useful lives are as follows:

Trademark and distribution rights: 3 to 15 years

Contractual rights and other: 3 to 50 years

(3) Deferred assets (a) Bond issuance cost

Same as on the left

(a) Bond issuance cost

Bond issuance cost is amortized by the straight-

line method over maturity.

(4) Allowance, reserve

and provision

Allowance for doubtful accounts

For the Company and its non-Japanese subsidiaries, the

allowance has been determined by reference to past default

experience. For Japanese subsidiaries, the allowance for

doubtful accounts is stated in amounts considered to be

appropriate based on the past credit loss experience and an

evaluation of respective potential losses in the receivables

outstanding.

Allowance for doubtful accounts

The allowance has been determined mainly by evaluation of

respective potential losses in the receivables outstanding.

(5) Conversion of

significant items in

foreign currencies

All short-term and long-term monetary receivables and

payables denominated in foreign currencies are translated

into U.S. Dollars at the exchange rates at the balance sheet

date, while all revenue and expense accounts are translated

into U.S. Dollars at the average rate of the period. The

foreign exchange gains and losses from translation are

recognized in the income statement.

All assets and liabilities of foreign subsidiaries are

translated into U.S. Dollars at the exchange rates at the

balance sheet date, while all revenue and expense accounts

are translated into U.S. Dollars at the average rate

applicable for the period. Differences arising from such

translation are shown as “Foreign currency translation

adjustments” in a separate component of net assets.

All short-term and long-term monetary receivables and

payables denominated in foreign currencies are translated

into functional currencies at the exchange rates at the

balance sheet date, while all revenue and expense account

are translated into functional currencies at average rate of

the year. The foreign exchange gains and losses from

translation are recognized in the income statement.

All assets and liabilities of foreign subsidiaries are translated

into U.S. Dollars at the exchange rates at the balance sheet

date, while all revenue and expense account are translated

into U.S. Dollars at average rate applicable for the period.

Differences arising from such translation are shown as

“Foreign currency translation adjustments” in a separate

component of net assets.
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BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS (continued)

Item
Consolidated fiscal year — prior year
(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year
(From January 1, 2007 to December 31, 2007)

(6) Leases Same as on the left.For finance leases deemed not to transfer ownership of the
leased property to the lessee, leased properties are
capitalized.

(7) Hedge accounting (a) Policy for hedge accounting
Deferral method

(b) Hedging instruments and hedged items
— Hedging instruments:

Cross currency swap
— Hedged items:

Corporate bonds denominated in foreign
currencies

(c) Hedging policy
In order to manage the interest risk and currency
risk, debts are hedged to the extent of the amount
of the items to be hedged.

(d) Effectiveness testing of hedging
Effectiveness of the hedge should be
demonstrated under effectiveness test by
comparing the ratio of volatility of hedged item
and cumulative change in fair value of the hedging
instrument.

(8) Other significant
items for the
preparation
of the
consolidated
financial
statements

Accounting policy of the consumption tax
Same as on the left.

Conversion of dollars into yen
Same as on the left.

Accounting policy of the consumption tax
Tax-excluding method is applied.

Conversion of dollars into yen
In accordance with the Article 130 of the Financial
Statements rules, the amounts in Japanese yen are
calculated by the foreign currency exchange rate (middle
rate), being US$1.00=114.15, from the Tokyo Foreign
Exchange Market as of December 28, 2007. The Japanese
yen amounts are stated only for purpose of convenience.
Therefore it is not assured that the amounts in U.S. Dollars
could be exchanged to Japanese yen amounts calculated by
the abovementioned exchange rate.

Translation of XFL’s functional currency into reporting
currency

XFL, as a foreign company, adopts Chinese Yuan as
functional currency while U.S.Dollar is adopted as reporting
currency. Translation into reporting currency for preparation
of financial statements is based on the Article 21 of
International Accounting Standards. Monetary assets and
liabilities are translated at the rate of the closing date while
non-monetary assets and liabilities are translated at the rate
of the transaction date. All revenue and expense accounts
are translated at the rate of the transaction date, and
differences arising from such translation are included in the
‘‘Foreign currency translation adjustments’’ in net assets.

5 Valuation for assets and
liabilities of consolidated
subsidiaries

Same as on the left.The assets and liabilities of the consolidated subsidiaries for
not only the Company’s interest but also minority interests
are evaluated at fair value.

6 Amortization of goodwill
on consolidation

Goodwill on consolidation is amortized by the straight-line
method over 20 years.

7 Amortization of goodwill
and negative goodwill

Goodwill is amortized by the straight-line method over 5
years or 20 years. Negative goodwill is amortized by the
straight-line method over 20 years.

8 Cash and cash equivalents
in the consolidated cash
flow statements

Same as on the left.Cash equivalents in the consolidated cashflow statement
are short-term investments that are readily convertible into
cash and are not exposed to significant risk of changes in
value. Cash equivalents mature or become due within three
months of the date of investment.
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CHANGE IN ACCOUNTING POLICY

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

(Presentation of net assets in the balance sheets)

Effective from this year, the Company adopted ‘‘Accounting Standard for

Presentation of Net Assets in the Balance Sheet’’ (Statement No. 5, announced

by Accounting Standard Board of Japan on December 9, 2005) and ‘‘Guidance

on Accounting Standard for Presentation of Net Assets in the Balance

sheet’’(Guidance No. 8, announced by Accounting Standard Board of Japan on

December 9, 2005).

The amount equivalent to shareholders’ equity following the previous

presentation manner is USD304,584 thousand (JPY34,768 million).

For the change of Financial Statements Rules, net assets in the consolidated

balance sheet is presented in accordance with the revised Financial Statements

Rules.

(Accounting Standard for Share-based Payment)

Effective from this year, the Company adopted ‘‘Accounting Standard for

Share-based Payment’’ (Statement No. 8, announced by Accounting Standard

Board of Japan on December 27, 2005) and ‘‘Guidance on Accounting Standard

for Share-based Payment’’ (Guidance No. 11, announced by Accounting

Standard Board of Japan on May 31, 2006).

The adoption of this new accounting standard has resulted in the recognition of

share-based payment on consolidated financial statements commencing May

2006.

The effect of this change is to decrease operating income, ordinary income and

income before income taxes, minority interests and distribution of profits from

joint alliances by USD2,308 thousand (JPY263 million) for the period ended

December 31, 2006, respectively.

(Suspense account of share exchange)

In previous years, the Company recognized the suspense account of share

exchange in the net assets as share premium. In accordance with the ASBJ

issued on October 31, 2003, Guidance on Accounting Standard for Business

Combinations and Accounting Standard for Business Divestitures (‘‘Business

Combination Accounting Standards’’), unissued shares for acquisition of its

subsidiaries should be treated as liability at the point of determination of the

quantity. The Company adopted this concept and recognized the liabilities as

other payables at the current year end.

The Company also prepares its consolidated financial statements under

International Financial Reporting Standards (‘‘IFRS’’) to meet the needs of its

investors and its IFRS consolidated financial statements have also been

reclassified from the net assets section to the liabilities section at the current

year end.

The effect of this change in the policy is a USD43,527 thousand (JPY4,969 of

million) decrease in share premium in net assets section and increases

USD20,747 thousand (JPY2,368million) in other payables and USD22,780

thousand (JPY2,600 million) in long-term other payables in the liabilities

section.

This change in accounting policy was adopted in the second half of the period.

Therefore, the Company still recognized the previous accounting policy in the

semi-annual consolidated financial statements as at June 30, 2006. As a result,

the impact of this change in the accounting after the six-month period ended

was to decrease share premium by USD40,631 thousand (JPY4,638 million)

and to increase other payables and long term other payables by USD17,852

thousand (JPY2,038 million) and USD22,780 thousand (JPY2,600 million),

respectively.
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ADDITIONAL INFORMATION

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

(Change in XFL’s functional currency)

Effective beginning this year, XFL changed its functional currency from U.S.

dollar into Chinese Yuan due to a geographic change of the primary economic

environment of XFL. In preparing of the consolidated financial statements,

XFL’s accounts are translated into U.S. dollar, the reporting currency.

CHANGE IN REPRESENTATION

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

(Consolidated balance sheets)

Goodwill in consolidation is changed to be represented as goodwill from this

period.

(Consolidated income statements)

1. Amortization of goodwill and amortization of goodwill in

consolidation are united to represent amortization of goodwill

beginning this period.

2. Share issuance related expenses are changed to represent share

issuance expense beginning this period.

(Consolidated cash flow statements)

1. Amortization and amortization of goodwill in consolidation are united

to represent amortization of goodwill beginning this period.

2. Share issuance related expenses are changed to represent share

issuance expense beginning this period.
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FOOTNOTE INFORMATION

(CONSOLIDATED BALANCE SHEETS)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(As of December 31, 2006)

Consolidated fiscal year — current year

(As of December 31, 2007)

※1 Same as on the left.※1 Trade mark and distribution rights are combined together in one set of

contracts and are therefore accounted for in a single account.

Intangible assets that relate to a separate trademark and a distribution

right are included in this account as well.

※2 Assets collateralized and corresponding liabilities※2 Assets collateralized and corresponding liabilities

Assets collateralized bank deposit 35,141

(4,011)

Correspondent obligation

Short-term debt 19,056

(2,175)

Current portion of long-term debt 6,403

(731)

Assets collateralized

Bank deposit 64,149

(7,323)

Equipment 1,535

(175)

Correspondent obligation

Short-term debt 48,897

(5,582)

Lease obligations 18

(2)

Current portion of long-term debt 384

(44)

Long-term debt 1,009

(115)

※3 Same as on the left.※3 Other payables and long-term other payables include part of the

consideration for the acquisition of shares of certain subsidiaries. The

consideration for the acquisition of shares of those companies

includes the Company’s shares to be issued to sellers and could

fluctuate since the final payments are based on the future operating

results of the respective company.

※4 Assets are presented after deduction of allowance for doubtful

accounts.

Amounts deducted from current assets 978

(112)

※4 Assets are presented after deduction of allowance for doubtful

accounts.

Amounts deducted from current assets 6,837

(780)
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FOOTNOTE INFORMATION (continued)

(CONSOLIDATED BALANCE SHEETS) (continued)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(As of December 31, 2006)

Consolidated fiscal year — current year

(As of December 31, 2007)

※5 Same as on the left.※5 The consideration for the acquisition of shares of certain subsidiaries

could fluctuate since the final payments are based on the future

operating results of the respective company.

※6 Xinhua Financial Network (Shanghai) Ltd., Shanghai Huacai

Investment Advisory Company Limited, Zhongxi Taihe Culture

Consultancy (Shanghai) Co., Ltd. and Jia Luo Consulting (Shanghai)

Co., Ltd. have line of credit agreements with banks. The amount of the

line of credit and the balance outstanding under the agreements at

December 31, 2006 are as follows:

Total amount of the line of credit 27,866

(3,181)

Outstanding balance

25,459

(2,906)

Remaining amount of the line of credit 2,408

(275)

※6 Xinhua Financial Network (Shanghai) Ltd., Xinhua Financial Network

Korea Company Limited, Shanghai Huacai , Investment Advisory

Company Limited, Zhongxi Taihe Culture Consultancy (Shanghai) Co.,

Ltd., Jia Luo Consulting (Shanghai) Co.,Ltd., Accord Group

Investments Limited, Xinhua Finance Media (Shanghai) Co., Ltd.

Convey Advertising Company Limited, and Mergent Inc. have line of

credit agreements with banks. The amount of the line of credit and the

balance outstanding under the agreements at December 31, 2007 are

as follows:

Total amount of the line of credit 72,319

(8,255)

Outstanding balance

51,738

(5,906)

Remaining amount of the line of credit 20,581

(2,349)

※7 This includes a loan of USD10,000 thousand (JPY1,142 million) raised

by a consolidated subsidiary with rights to convert into common

shares of the subsidiary.

※7

※8 Same as on the left.※8 This account represents contractual rights such as agency rights and

publishing rights as well as intellectual properties such as data bases.

※9※9 This account includes the difference arising from the translation of

XFL’s functional currency into reporting currency.

※1-9 Same as on the left.※1-9 notes correspond with ※1–9 as denoted in the consolidated balance

sheet.
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FOOTNOTE INFORMATION (continued)

(CONSOLIDATED INCOME STATEMENTS)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — prior year

(From January 1, 2006 to December 31, 2006)

Consolidated fiscal year — current year

(From January 1, 2007 to December 31, 2007)

※1 Expenses directly relating to share issuance are presented as ‘‘share

issuance related expenses’’, which includes ‘‘share issuance cost’’.

※1

※2 Components of loss on disposal of fixed assets are as follows:

Equipment 10

(1)

※2

※3 Minority interests (in the form of preference shares in a consolidated

subsidiary) were redeemed and created an extraordinary gain.

※3

※4※4 Amount mainly includes gain related to the initial public offering of

the Company’s subsidiary, Xinhua Finance Media Limited on the

Nasdaq Global Market in the United States.

※5※5 Impairment loss

The Group recognized impairment loss for asset group presented

below for the year ended December 31, 2007

Region Type Account Impairment

loss

Asia Asset for

operation

Equipment 234

(27)

Asia Other Goodwill 2,472

(282)

North

America

Other Goodwill 3,886

(444)

Total 6,592

(752)

Grouping is basically implemented by each company unit. However, if

it is possible to identify cashflows from an individual asset,

recoverable amount is determined for each individual asset.

Impairment loss for assets above was recognized as extraordinary loss

because the future cash flows from those assets expected to be

generated in respective estimated periods were considered

unrecoverable due to change in economic environment.

The impairment loss was determined as the amount by which the

carrying amount of the asset exceeds its recoverable amount based on

its value in use. The discount rate used for computation of present

value of future cash flow was ranging from 9.0% to 11.0%

※6※6 Amortization of goodwill.

Amortization of goodwill in extraordinary loss represents a lump-sum

amortization of goodwill in accordance with the Article 32-1 in the

statement No. 7, ‘‘Guideline for Consolidation Procedures’’ issued by

the Accounting Standards Committee.

※1-6 Same as on the left.※1-6 notes correspond with ※1-6 as denoted in the consolidated income

statement.
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FOOTNOTE INFORMATION (continued)

(CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS)

Consolidated fiscal year — current year (From January 1, 2007 to December 31, 2007)

1. Number and class of issued shares

Beginning balance Increase Decrease Ending balance

Issued shares

Ordinary share (shares) 931,638 101,416 — 1,033,054

(Note 1) In the increase of ordinary shares indicated above, 96,080 shares are issued for acquisition of subsidiaries’ shares by way of share exchange, and 5,336 shares are issued due to

execution of share subscription rights.

2. Share subscription rights

The ending balance of share subscription rights granted by the Company as share option rights is USD2,874 thousand (JPY328 million).

The ending balance of share subscription rights granted by a consolidated subsidiary as share option rights is USD6,093 thousand (JPY695

million).

3. Dividend

Not applicable.

Consolidated fiscal year — prior year (From January 1, 2006 to December 31, 2006)

1. Number and class of issued shares

Beginning balance Increase Decrease Ending balance

Issued shares

Ordinary share (shares) 815,477 116,161 — 931,638

(Note 1) In the increase of ordinary shares indicated above, 63,214 shares are issued for acquisition of subsidiaries’ shares by way of share exchange, 47,797 shares are issued for consideration

for goods and services received, 5,062 shares are issued due to execution of share subscription rights and the remaining 88 shares are issued in a normal course of new share issuance.

2. Share subscription rights

The ending balance of share subscription rights granted by the Company as share option rights is USD15 thousand (JPY2 million).

The ending balance of share subscription rights granted by a consolidated subsidiary as share option rights is USD3,021 thousand (JPY345

million).

3. Dividend

Not applicable.
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FOOTNOTE INFORMATION (continued)

(CONSOLIDATED CASH FLOW STATEMENTS)
(Unit: Thousands of U.S. Dollars (Millions of Japanese Yen))

Consolidated fiscal year — current year
(From January 1, 2007 to December 31, 2007)

Consolidated fiscal year — prior year
(From January 1, 2006 to December 31, 2006)

※1 Reconciliation between ending balance of cash and cash equivalents
in consolidated cash flow statement and balance in the consolidated
balance sheet:

Cash and bank balances 194,784
(22,235)

Deposit pledged as collateral △ 64,149
(△ 7,323)

Bank overdraft △ 960
(△ 110)

Deposits over three months of maturity
from the date of deposit △ 4,606

(△ 526)
Marketable securities 303

(35)
Cash and cash equivalents 125,373

(14,311)

※1 Reconciliation between ending balance of cash and cash equivalents
in consolidated cash flow statement and balance in the consolidated
balance sheet:

Cash and bank balances 132,140
(15,084)

Deposit pledged as collateral △ 35,141
(△ 4,011)

Marketable securities 280
(32)

Cash and cash equivalents 97,279
(11,104)

※2 Major component of subsidiaries’ assets and liabilities newly
consolidated through acquisition of its shares

Major components of the newly consolidated subsidiaries’ (Convey
Advertising Co., Ltd. and 24 other subsidiaries ) assets and liabilities
through acquisition of shares, cost of acquisition and net cash outflow
are summarized as follows:

Current assets 19,667
(2,245)

Non-current assets 70,658
(8,066)

Current liabilities △ 16,830
(△ 1,921)

Non-current liabilities △ 20,676
(△ 2,360)

Goodwill 113,720
(12,981)

Minority interests △ 733
(△ 84)

Acquisition costs of newly 165,805
acquired subsidiaries (18,927)
Deposit paid for acquisition △ 10,512

(△ 1,200)
Stock issue price on △ 26,276
share exchange (△ 2,999)

Other payables △ 1,081
(△ 123)

Cash and cash equivalents of △ 3,765
acquired subsidiaries (△ 430)

Net cash outflow due to 124,171
acquisition of subsidiaries (14,174)

※2 Major component of subsidiaries’ assets and liabilities newly
consolidated through acquisition of its shares

Major components of the newly consolidated subsidiaries’ assets and
liabilities (Beijing Alpha Financial Engineering Co., Ltd., Mergent
Data Technology, Inc. (formerly known as Praedea Solutions, Inc.),
Beijing Perspective Orient Movie and Television Intermediary Co.,
Ltd., Shanghai Hyperlink Market Research Co., Ltd., Accord Group
Investments Limited, Xinhua Finance Advertising Limited (formerly
known as Ming Sing International Limited), Upper Step Holdings
Limited, Guangzhou Jingshi Culture Intermediary Co., Ltd. and 17
other subsidiaries) through acquisition of shares, cost of acquisition
and net cash outflow are summarized as follows:

Current assets 21,498
(2,454)

Non-current assets 114,430
(13,062)

Current liabilities △ 20,910
(△ 2,387)

Non-current liabilities △ 66,354
(△ 7,574)

Goodwill on consolidation 107,497
(12,271)

Minority interests △ 4,492
(△ 513)

Acquisition costs of newly 151,670
acquired subsidiaries (17,313)
Deposit paid for acquisition △ 29,000

(△ 3,310)
Stock issue price on △ 30,104
share exchange (△ 3,436)

Other payables △ 40,892
(△ 4,668)

Cash and cash equivalents of △ 7,987
acquired subsidiaries (△ 912)

Net cash outflow due to 43,687
acquisition of subsidiaries (4,987)
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