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1. Consolidated results for the fiscal year ending at the 31st of March 2007 (from the 1st of April 2006 until the
31st of March 2006) (rounded down to the nearest million Yen).

(1) Consolidated business results (Percentages are rates of change relative to the preceding term)
Sales Operating income (loss) Ordinary income Net Income
milhon JPY % | million JPY % | million JPY % | million JPY %
March 2007 4,122 (2.6) A1,796 (-) A1,798 () A6,169 (2
March 2006 4,018 (161.0) 1,186 () 1,145 () 571 (=]
;
Fully diluted net [Net income ratio on| Ordinary Profit Ratio| Operating Profit
Net profit per share income per share treasury stock on Total Assets Ratio on Sales
JPY Sen JPY Sen % % %
March 2007 A8l 13 — — AT72.6 Al7.7 Ad3.6
March 2006 10 12 9 86 7.0 12.8 29.5
(Reference) Investment Profit or Loss on the March 2007 AJPY154 million March 2006 JPY 3 million
Equity Method:
(2) Status of Consolidated Finances
Total Assets Net Assets Ratio of self-funding Net assets per share
million JPY million JPY % JPY Sen
March 2007 8,694 6,544 70.8 80 05
March 2006 11,676 10,843 92.9 157 61
{Reference)  Equity capital March 2007  JPY$,159 million March 2006 JPY 10,843 million

(3) Status of Consolidated Cash Flow

Cash flow from operating Cash flow from Cash flow from financing [Cash and cash equivalents
activities investment activities activities at the end of the term

million JBY million JPY million JPY million JPY
March 2007 A927 A2,482 1,515 416
March 2006 248 A2,829 4,508 2,322

2. Status of dividends

Dividend per Share Total dividend| D14 pyiigend ratio

(Base Date) | First quarter | Halfyear | Third quanier| Endof term | Anmual | 2% @20 cconsolidatedy | % 1€t 255€1S

JPY Sen| JPY Sen| JPY Sen| JPY Sen| JPY Sen{ millionJPY % %
March 2007 — - — _ _ — _ _ 0 00 _ — -
March 2006 — — — — — — — — 0 00 — - —
March 2008 (forecast) — — — — — — — — 1] 00 —_ — —

3. Consolidated results forecast for the fiscal year ending at the 31st of March 2008 (from the 1st of April 2007
until the 31st of March 2008)
(Percentages indicate rates of change, relative to the preceding term for the whole
term, and to the mid-term of the preceding term for the half year)

Operating income . . Net profit per
Sales (loss) Ordinary income Net Income chare
million JPY %[ millionJPY %[ million JPY %[ million JPY %| JPY Sen
Interim 1,300 4392 70 — 55 — 50 _ 0 65
Full term 3,000 A27.2 160 — 150 _ 120 — 1 56




4. Other
(1) Important changes in subsidiaries during the term (changes in specific subsidiaries due to changes in the
range of consolidation) None
{2) Changes in accounting principles, procedures, titles etc. employed in the creation of the Consolidated
Financial Statement.
f1] Changes due to improvements in accounting methods Yes
{2] Changes other than [1] No
Note  For details, refer to "Changes in Important Matters on Which the Consolidated Financial Statemnent is Based” on page 25.

(3) Shares Issued (common stock}

(1) Shares issued at term end March 2006 68,956,096 March 2007 77,105,272
{including treasury stock) shares shares
(2) Number of treasury stock at term end March 2006 159,983 shares March 2007 159,983 shares

Note Refer to “Per Share Information™ on page 50 for the number of shares used as the base for calculating net income
per share (consolidated).

Reference  Summary of business performance for individual companies
1. Non-consolidated results for the fiscal year ending at the 31st of March 2007 (from the 1st of April 2006 until
the 31st of March 2006)

(1) Non-consolidated business results
(Percentages are rates of change relative to the preceding term)

Sales Operating income (loss) Ordinary income Net Income
million JPY %] _million JPY %] __million JPY % | million JPY %
March 2007 2,260 (A43.3y| Al1361 (o) Al1,226 () 46,500 (-}
March 2006 3,984 (192.7) 1,286 () 1,245 ()] 665 (—)
Net income per share F ully diluted net
income per share
JPY Sen IPY Sen
March 2007 A8S 48 - —
March 2006 11 77 11 47
(2) Status of Non-consolidated Finances
Total Assets Net Assets Ratio of self-funding Net assets per share
million JFY million JPY % JPY Sen
March 2007 6,643 5,894 87.9 75 &7
March 2006 11,545 10,924 94.6 158 79
(Reference) Equity capital March 2007 JPY 5,837 March 2006 JPY10,924
million million

2. Non-consolidated results forecast for the fiscal year ending at the 31st of March 2008 (from the st of April

2007 until the 31st of March 2008)
(Percentages indicate rates of change, relative to the preceding term for the whole term, and to the mid-term of
the preceding term for the half year)

Sales Opemgﬂgsi)“c"mc Ordinary income NetIncome  |Net profit per share

million JPY %] million JPY % | million JPY % |mtllion JPY % JPY Sen
Interim 200  A80.1 20 4623 20 A86.3 0 _ 0 26
Full term 200 A823 50 N 0 _ 0 _ 0 65

*The figures listed in the above chart were based on the information obtained at this moment, and they include indeterminateness
Therefore, the actual figures may be different from the above forecast figures due to various reasons.




(1) Business Results
(1) Analysis of business results

In this consolidated fiscal year, the Japanese economy was buoyed by factors such as increased capital
investment demand due to improved corporate profitability and growth in personal consumption, moving stably
as the economic climate showed a gradual trend of recovery. However, there is still cause for concern over
unresolved tensions between Japan and countries in Asia, where we are building our business base, as well as
the appreciation of the Yen, and rising crude oil prices. These situations require careful observation. Under such
an environment, we will proceed in a positive yet prudent manner, with thorough consideration of the risks.

We have been devoting considerable efforts to strengthening our financial foundation, as well as
reconstructing our business structure, achieving an improved financial position and building our current
holding company system. As of June 30th 2006, we made Saboten Park and Resort, Co., Ltd. and Izu Skyline
Country Co., Ltd. (formerly Naka-[zu Kogen Kaihatsu Co., Ltd) into subsidiaries. From now on, our group will
pursue a unique and wide-ranging entertainment operation, built on the stable financial footing of our holding
company system, which will maximize inter-company synergies as we extend beyond movie product to
encompass the operation of theme parks and sports leisure facilities.

[1] Sales

Entertainment and content business

In our entertainment and content business, Omega Project Co., Ltd. takes the central role in producing high
quality entertainment content. We regard development in Asia as the most important element of our
management strategy, and we have been concentrating our efforts on establishing a business foundation in Asia.
Specifically, we have co-produced a film with Taiwan, co-hosted film festivals in China and Japan, and
expanded our group to Korea and Taiwan. In future, we will exploit the expertise we have cultivated over the
years {0 employ new financial schemes, which will enable us to handle all stages, from financing through
production to content delivery. Our goal is to build an unparalleled corporate group, achieving a fusion of
finance and entertainment, as we expand from Asia around the world.

Investment operations

Our investment business targets investments on listed companies and companies which will provide synergy
with our own operations. We also plan and manage content funds combining movie production with finance,
and for the Japanese-Taiwanese film “Tripping,” produced by Omega Project Co., Ltd., we constructed a new
kind of financiai scheme. These are examples of how we will continue to pursue synergistic effects between our
financing and our entertainment and content operations. However, some of the investment securities we hold
for trading purposes have lost value with the fall of the stock market, and the assets of some affiliated
companies have deteriorated, forcing us to record some extraordinary losses. From now on, we will keep a
close watch on changes in the market, and employ the body of expertise built up within our group to construct a
stable portfolio, which will avoid risks and extend our investment activities. In this consolidated term, earnings
from this section was mainly from profits on sales of investment securities. As a result, sales in our investment
business fell to JPY 1,928 million (a decrease of 50.9% compared to the previous term).




Leisure business

Our leisure business, a new addition to our business segments from this consolidated fiscal year, manages
and operates theme parks and leisure sport facilities owned by Saboten Park and Resort Inc. and zu Skyline
Country Co., Ltd. (formerly Naka-lzu Kougen Kaihatsu Co., Ltd.) which became our subsidiaries on June 30
2006. In future, we will pool expertise with the two main axes of our operations, entertainment and content and
investment, to maximize the available synergies. For this term, earnings from this segment mainly consisted of
sales from facilities managed by Saboten Park and Resort Inc. and Izu Skyline Country Co., Ltd. (formerly
Naka-1zu Kougen Kaihatsu Co., Ltd.). As a result, sales in our leisure business reached JPY1,958 million (no
equivalent figure in the previous term).

(Others)

In our other businesses, we gained a tumnover of JPY24 million (an increase of 154.0% compared to the
previous term) in rent income from real estate properties owned by this company,

As a result of the above, the sales of our group in this consolidated accounting period amounted to
JPY4,122,000,000 (an increase of 2.6% compared to the previous peried).

The future outlook is expected to show increased capital investment due to improved corporate profitability,
as well as growth in personal consumption, as the gradual recovery of the economy gains strength. We judge,
however, that the situation still requires cautious monitoring, due to factors such as the rising trend in interest
rates.

Against that background, we will pursue efficient management through cost reduction and stronger
profitability, with a view to improved business performance and sustainable progress. In doing so, we will
continue to honor our social responsibilities, through social and cultural exchanges.

Our forecast of business performance for the full term to March 2008 is for sales of JPY 3 billion, operating
profit of JPY 160 million, ordinary profit of JPY 150 million and net profit of JPY120 million.

[2] Operating expenses

Operating costs were JPY721 million in our entertainment and content business, JPY3,225 million in our
investment operations, JPY 1,922 million in our leisure business, and JPY50 million in our other operations, for
a total of JPY5,918 million. As a result, operating loss amounted to JPY 1,796 million {last term’s operating
profit: JPY:1,186 million).

[3] Non-operating revenue and non-operating expenses

Interest received and similar receipts amounted to JPY243 million of non-operating revenue, while our
non-operating expenses, due to investment loss under the equity method and the like, was JPY245 million. As a
result, ordinary losses were JPY 1,798 million (JPY 1,145 million in the previous term).

[4] Extraordinary gains and extraordinary losses

Disposal of stocks of our related companies generated an extraordinary gain JPY156 million. At the same
time, losses on revaluation of trade investments in securities caused an extraordinary loss of JPY4,543 million.
After calculations for corporate tax and minority shareholders’ losses, the net loss for this fiscal year was
JPY6,169 million (compared to JPY 571 million gain in the previous consolidated fiscal year).




(2) Analysis of financial status
[1] Status of our assets, liabilities and net assets

1. Assets

Current assets declined by 50.1% from the previous consolidated accounting year, to JPYS5,317 million,
The decrease was mainly due to a reduction of JFY 195 million in cash on hand and in banks. (For the
detailed breakdown of cash on hand and in banks, refer to the consolidated cash flow statement on page 23).

Fixed assets declined by 233.3% from the previous consolidated accounting year, to JPY3,376 million. As
a result, gross assets declined by 25.5% from the previous consolidated accounting year, to JPY8,694 million.
2. Liabilities

Circulating liabilities increased by 87.1% from the previous consolidated accounting year, to JPY1,388
million. That was mainly due to an increase in accounts payable.

Fixed liabilities increased by JPY725 million from the previous consolidated accounting year, to reach
JPY761 million.

As a result, total liabilities increased by 176.3% from the previous consolidated accounting year, to
JPY2,149 millicn.
3. Net assets

The total of net assets was JPY$6,544 million.

Net assets per share fell by JPY77.56 from the previous consolidated accounting year, to JPY30.03.
Capital adequacy ratio moved to 70.8% from 92.9% in the previous consolidated accounting year.

[2] Cash flow status

Cash and cash equivalents (referred to below as “funds”) at the end of this consolidated accounting year fell

by JPY 195 million from the previous consolidated accounting year, to reach JPY416 million.

1. Cash flow due to operating activities

As a result of our operating activities, funds used amounted to JPY927 million (compared to JPY248
million acquired in the previous consolidated accounting year).

The main constituent of income consisted of & reduction of JPY2,437 million in securities in business
investment account, while the main constituent of expenditure was JPY6,185 million in unadjusted net
current losses on the term.

2. Cash flow due to investment activities

As a result of our investment activities, funds used amounted to JPY2,482 million (compared to JPY2,829
million used in the previous consolidated accounting year).

That mainly consisted of expenditure for lending.

3. Cash flow due to financing activities

As a result of our financing activities, funds acquired amounted to JPY1,515 million {(compared to
JPY4,508 million acquired in the previous consolidated accounting year).

That was mainly due to the issue of shares.

Reference — Movements in cash flow-related indices

March 2003 | March 2004 | March 2005 | March 2006 | March 2007
Ratio of self-funding 58.7% 38.7% 86.9% 92.9% 70.8%
Ratio of self-funding with
Tarket value base 48.6% 79.7% 93.0% 95.7% 68.9%
Ratio of interest-bearing
liabilities to cash flow - - - 0.0 years -
Interest coverage ratio — - - 17.8 times _




Ratio of self-funding: Self funding/ total capital

Ratio of self-funding with market value base: Total market value of shares/ total capital
Ratio of interest-bearing liabilities to cash flow: Interest-bearing debts/sales cash flow
Interest coverage ration: Sales cash flow/interest payments

1.
2.

3.

All indices are calculated using financial figures on a consolidated basis.

Total market value of shares is calculated as closing value of shares at the end of the term x total number of
outstanding shares at the end of the term (after deduction of treasury stock).

Sales cash flow uses the cash flow from sales activities, as stated in the Consolidated Cash Flow Statement. Of
the liabilities listed on the balance sheet, interest-bearing debts refer to all liabilities on which interest is to be
paid. Interest payments are the value of interest paid in the Consolidated Cash Flow Statement.

(3} Basic policy on profit sharing, and dividends for this and the next term

We have succeeded in our long-standing efforts to improve our financial footing and reorganize our business
system, but some of the securities in our business investment account fell in value with the decline of the
market, and we recorded extraordinary losses due to deterioration in the company’s asset values from shares in
affiliates. Our goal is to operate with sustainable profitability, in order to achieve a speedy resumption of
dividend payments to shareholders and return profits in the long term. Therefore, it is with sincere regret that
we must announce that there wili be no dividends paid for the term to March 2007.

{4) Risks in business
[1] Risks regarding our entertainment and content business

A. Regarding motion picture production
In the movie business, which is the core of our company, we have been expanding our operations in the
Asian Market from the early stages. We have actively expanded our business in Asia by building on our strong

footing in Korea and Japan, such as hosting the China Japan Film Festival and co-producing a film with Taiwan.

We will go on creating strong interpersonal relations as we expand our business operations. However, when we
produce films between two or more countries in future, they may be affected in some way by political tension
between Japan and other countries. There are also risks of delays in film production due to natural hazards or
unexpected circumstances affecting film cast members. Resulting production cost overruns may cause losses to
the company.

B. Regarding the motion picture industry

Japanese films are becoming a much more vigorous segment of the Japanese film industry in recent years.
However, while there is a rise of interest in Japanese films, most of the films that are produced today are
produced by major film production companies and TV stations, independent film production companies and
distribution companies are being taken over by major companies. We will keep close watch over the situation
as we advance our film production operations, but in the event that the enterprises we deal with are adversely
affected by rapid changes in this environment, or that the environment changes further than we anticipate, there
is a possibility that the performance of our company will be affected.




C. Regarding film financing

In motion picture production, funds are fixed during a medium to long-term period, so our company has
shifted to motion picture production based on a self-funding model, such as the use of content funds. Film
production may be a high-risk business, however, we believe that tow-risk film production is possible through
the effective utilization of content funds and new financial schemes. We give careful consideration to
profitability in the market, but perfect forecasting is unattainable, and delays in the construction of content
funds and financing schemes could have an impact on our funding procurement. The success of our projects
and the sales of usage rights etc. could render invested funds unrecoverable, in which case the performance of
the company could be adversely affected.

D. The spread of broadband distribution etc.

In the event that the spread of broadband distribution leads to online distribution becoming the dominant
means of distributing movie content, we may have to shift DVDs and other packaged software to a
supplementary role as sales of such products would decline. However, the increase in distribution channels
through distribution via broadband and other means would expand the outlets for the content we produce,
offering new business chances. If we are unable to adapt to such changes, the management performance of our
group could be adversely affected.

E. Regarding intellectual property rights

The contents we handle in our entertainment and content business includes a broad range of intellectual
property rights such as portrait rights of performers and trademark rights of original authors, scriptwriters,
translators, directors, photographers, songwriters, and composers. We strive to aveid infringing intellectual
property rights and benefits in our contracts and other dealings, and we remain well aware of such issues,
However, the content that we produce involve numerous intellectual property rights for music, images, original
scripts etc., and, while we pay close attention to such rights, there is the possibility that a third party could
inadvertently infringe our rights, or that we could infringe the rights of a third party. In such cases, due to such
factors as claims for damages, delays in release, or delays in sales, there is a possibility that the performance of
the company could be adversely affected.




[2] Risks involved in our investment business

A. Risks affecting the business performance of companies we invest in

Concurrent with our motion picture and record operations, we work in investment operations such as
establishing content funds, investing in listed companies, and investing in companies that offer synergies with
our operations. Film preduction requires a medium to long-term time frame, and production can be delayed by
external and internal factors, causing production cost overruns which can put pressure on our profitability.
Therefore, we believe that by establishing content funds, facilitating effective use of funds, and investing not
only in content and intellectual property, but also in content-related industries such as video distributors, we can
build our portfolio and broaden the range of outlets for our content. However, there is the possibility that
deterioration management conditions in the companies we invest in could make it difficult to recover related
investments, which would have an adverse impact on group performance.

B. Risks of M&A

We view M&A as an important tool for expanding the range of our operations and realizing synergies
between those operations. In conducting M&A, we exercise due diligence exhaustively in scrutinizing the
financial details and contractual arrangements of the target companies, both in Japan and overseas, in order to
minimize risks. Nevertheless, incidental or overlooked liabilities, or unforeseen deterioration of market
conditions could have an adverse impact on group performance.

[3] Risks involved in the leisure business
A, Risks related to climatic effects
Attendance and usage at the theme parks and sports leisure facilities operated and managed by Saboten Park
and Resort Inc. and Izu Skyline Country (Naka-Izu Kougen Kaihatsu Co., Ltd.) are prone to influence by
climatic factors such as weather and temperature. 1f poor weather continues for a prolonged period, declining
attendance and usage could have an adverse impact on group performance.

B. Risks due to accidents and disasters etc.

Saboten Park and Resort Inc. and Tzu Skyline Country (Naka-Izu Kougen Kaihatsu Co., Ltd.) take all
possible care to prevent accidents or other incidents in the course of their operations, and we instruct them
thoroughly in safety consciousness, but in the event of an unforeseen accident or disaster affecting customer
safety, there could be an adverse impact on group performance, depending on the scale of the incident.

[4] Risks concerning subsidiaries and related companies
Our company operates through six consolidated subsidiaries and two equity method affiliates. The structure
of our group is that of a strategy formulation and administration division in close linkage with affiliated
companies and subsidiaries, and we strive to build up the performance of the group as a whole. However, in the
event of stagnation in these companies’ performance, or if they fail to achieve anticipated improvements in
performance, there is the possibility that the performance of our company will be adversely affected.




The Status of Qur Corporate Group

Qur operations in entertainment and content, investment, leisure and other fields involve our consolidated subsidiaries —
Omega Project Co., Ltd, Saboten Park and Resort Inc., [zu Skyline Country Club Co., Ltd. (formerly Naka-Izu Kougen
Kaihatsu Co., Ltd.), Basara Pictures Co., Ltd), Omega Project Co., Ltd. (Korea) anid Animal Film Bond Cempany —and our
equity-method affiliated companies — M3 Entertainment Corporation, and Grandport Co. Ltd. (Taiwan) - for a total of nine
companies.

The following is a summary of the business content of each segment, and of the position of each company within our

corporate group:

Entertainment and content business

In our entertainment and content business, our subsidiary Omega Project Co., Ltd. takes the lead in the planning and
production of high-quality entertainment content, in collaboration with Basara Pictures Co., Ltd., Omega Project Co., Ltd.
in Korea, and Animal Film Bond Company, among others. M3 Entertainment Corporation, another subsidiary, markets the
entertainment content produced. This teamwork gives our group an integrated system able to handle all operations, from
project planning through produection and on as far as marketing the packaged software. We view extending our operations
through Asia as one of our most important management policies, so we are devoting more effort than ever to building a
business foundation for creating and spreading entertainment beyond nationat boundaries. Specific efforts include co-
producing a fitm with Taiwan and co-hosting film festivals in China and Japan. In future, we will strengthen cooperative
ties between group companies, in order to broaden our business opportunities and make a diversified push into Asia.
Investment operations

Our investment business targets investments on companies which will work with us in our Asian expansion, and
companies which will provide synergy with our own operations. We make comprehensive judgments, taking into account
the product and service strengths of the companies we invest in and the growth potential of markets, with the aim of
maximizing our corporate value, Furthermore, we plan and manage content funds which enable film financing and
production at a comprehensive level, working to become a total entertainment company, able to integrate finance and
motion pictures and deliver everything from funding through production to delivery.

Leisure business

We manage and operate theme parks and leisure sport facilities owned by Saboten Park, and Resort Inc. and [zu Skyline
Country Club Co., Ltd. (formerly Naka-Izu Kougen Kaihatsu Co., Ltd.), which became subsidiaries as of June 30, 2006.
Animal Film Bend Company will provide synergistic benefits for the Group’s core entertainment and content business,
through collaboration in joint event hosting and movie production in line with our ambition to create and distribute unique
entertainment.

{Others)
We also lease company-owned real estate.




Positions of companies within this group (as of March 31*, 2007)

Business Area Company Name Position within our Corporate Group Remarks
. . Strategic planning and management of the .
Omega Project Holdings Co., Lid. This company
Corporate Group
. . . Lo Consolidated
Omega Project Co., Ltd. Planning and production of film content in Asia =
subsidiary
. . . . Consolidated
Entertainment and | Basara Pictures Co., Ltd. Production of film content in Japan .
. subsidiary
content business
. A . . Consolidated
operations Omega Project Co., Ltd. (Korea) Production of film content in Korea .
subsidiary
\ . ) . Consolidated
Animal Film Bond Company Co., Ltd. Production of film content in Japan .
subsidiary
) Planning and production of film content software Equity method
M3 Entertainment Co., Ltd. . .
within Japan affiliate
Omega Project Holdings Co., Lid. Investment in contents fund and companies. This company
. . . Consolidated
Investrnent Omega Project Co., Ltd. Investment in companies. L
, subsidiary
Business
GRANDPORT Co., Ltd (Korea) Equity method
Development, manufacture and sale of DVR. .
(Formerly Korea Tender Inc.) affiliate
Omega Project Holdings Co., Ltd. Management and guidance of subsidiaries This company
. Consolidated
Saboten Park and Resorts Co., Ltd. Operation of theme parks etc, o
subsidiary
Leisure business | Izu Skyline Country Club {formerly Naka-Izu Operation of golf courses and others leisure sport | Consolidated
Kougen Kaihatsu Co., Ltd.) facilities subsidiary
. . . , Consolidated
Animal Film Bond Company Co., Ltd. Planning and management of various events. o
subsidiary
Other operations | Omega Project Holdings Co., Ltd. Rental etc. of real estate. This company

— 10—




Business operation chart
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3

Menagement Policies

(1) Qur basic management policies

Qur corporate concept is to “Bring people together through entertainment”, with projects which blend together five key
words: Opportunity, movies, entertainment, global and assets. Building on the core areas of entertainment and content,
investment and leisure, we exploit our established record of success and our acoumulated expertise to develop a range of
innovative and market-oriented entertainment projects. Qur focus is on Japan, South Korea, Taiwan and other Asian
countries. Qur basic management principle is to build corporate vatue, by working together with the stakeholders in our
Group, namely the shareholders, clients and employees, while exercising due consideration for compliance and social
responsibility.

In our entertainment and content business, we strive to create high-quality entertainment, deliver it swifily to meet media
needs, and offer novel distribution methods. Qur investments create business operations in new fields, based on M&A and
the planning and operation of content funds, and bring us into cooperation with companies that promise synergy effects.
Thus, our investment business feeds back into our entertainment business, enabling us to build a management structure that
covers all stages from the financing to the delivery of content. By building a diverse portfolic, we are able to disperse our
risks, while making net investments in listed companies with potential for market growth. From this consolidated fiscal
term, we have added leisure businesses as a business segment by acquiring Saboten Park and Resort Inc. and [zu Skyline
Country Co., Ltd. (formerly Naka-Izu Kougen Kaihatsu Co., Ltd.). In addition to providing these new subsidiaries, which
operate theme parks and leisure sport facilities, with guidance and management, we will strive to generate synergies
between them and our core operations in entertainment, content and investment, as we produce a diverse range of
entertainment, Building on the stable financial foundation of our holding company, we will build the financial strength and
profitability of our group companies, while streamlining and integrating the comprehensive management of the group as a
whole, to enhance its profitability and business performance.

(2) Targets for management indices

We intend to increase our value as a corporate group by pursuing group synergy and comprehensive administration
within our group structure. Moreover, afier transitioning to a holding company system, our medium to long-term
administrative aim is to achieve continuous, consolidated net profits in cooperation with our current subsidiaries and future
subsidiaries.

We are now working to remain stably in the black, on a consolidated basis, and to achieve an early resumption of
dividends to our shareholders.

— 13—




(3)  Medium to long-term business strategics

Following the ongoing strengthening of our financial footing towards better financial characteristics, and the completion
of a reorganization in our business structurés, we have succeeded in moving to a holding company structure, led by this
company. We are pursuing dynamic and strategic management, looking beyond Japan to Asian markets. On June 30™ 2006,
we made Saboten Park and Resort Co., Ltd and Izu Skyline Country Co., Ltd. (formerly Naka-Izu Kougen Kaihatsu Co.,
Ltd.), which are theme park operators, into subsidiaries. On January 19%, 2007, we established Animal Fitm Bond Company,
which runs events of all kind. These and other initiatives demonstrate our development of a wide-ranging leisure operation,
which encompasses sports and leisure as well as movie and audio content.

In the firture, we will not only expand the scale of our operations, but we will also create a business enterprise system
that can maximize each companys abilities in Japan and Asia, under our consistent management,

{(4)  [Issues facing our company
While making our group management more robust under the holding company system, we must also be ready with the
strength and agility needed to respond to rapid change in the entertainment industry. Our goal is to build an unparalleled
corporate group, achieving a fusion of finance and entertainment, as we expand from Asia around the world. Our key tasks
for the immediate fiture are an early recovery in business performance and resumption of dividend payments.
Specifically, we recognize the following items as issues to be addressed in the fiscal period ending March 2008.

[1] To realize synmergies between group companies on the common, stable footing of holding company, so that they can raise
each other’s corporate values, and to establish an organization capable of developing its business flexibly in Japan and
beyond, in Asia, where we are putting down business roots.

[2] To produce innovative and attention-getting new motion picture plans, based on a clear awareness of the particular risks
of motion pictures production and aggressive action to minimize those risks. For operating funds (primarily for motion
picture production), we must operate on our own funding resources, without relying on bank loans. In doing so, we must
consider factors such as the impact of fluctuations in interest rates and economic conditions, and shifts in maturing periods.

[3}] To expand our operations 10 businesses with the potential for short term recovery of finds, thereby avoiding reliance on
the medium to long-term returns that are characteristic of the movie production business and strengthening profitability
through a stable balance of short, medium and long-term returns.

[4] To broaden our investment business base and strengthen our eaming power by agilely acquiring listed companies,
companies with asset value, and companies with a high potential for synergy, while ascertaining changes in the market

environment.

[5] To meet the needs of our group as a whole by hiring superior personnel eand raising the skill levels of our employees, so
our workforce will be able to meet our needs for more complex and advanced work as our operations expand.
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Our business status in specific

[1] Our group is advancing its core entertainment and content business around Omega Project Co,, Ltd., a wholly-owned
subsidiary founded in June 2005. Also, we regard Asia as the prime area for our business, and will develop our business in
the area in a proactive manner, to expand business opportunities ranging from finance procurement to content production
and distribution. While respecting the individuality of entertainment companies in a creative grouping, we will also work to
build a management structure able to respond flexibly to developments in an industry prone to sudden change. To that end,
we will work as & holding company to maintain the management and financial footing of subsidiaries and equity method
affiliates in Japan and elsewhere in Asia, and expand the scope of our operations through M&A.

[2] While we are well aware of the high-risk, high-return nature of the industry, we address our efforts to building content
funds and establishing new financial schemes, so that we will be able to raise our financial strength and pursue medium and
long-term financial management based on our own funds. We will exploit the strengths of the movie production companies
and listed companies in our group, and maximize its internal synergies to create an ¢end-to-end business structure,
integrating everything from financing to advertising and distribution, which will expand freety to Asia and the world.

[3] In our entertainment and content business, movie production is a high-risk field with a long fund recovery cycle. While
we will create works in that field which are innovative, with solid prospects of profit, we also intend to use M&A to expand
our operations into content operations that can deliver short-term returns. Such diversity will establish a stable base for
profit.

[4] The expertise our group has accumulated in its progress to date guides us in risk avoidance through a stable business
portfolio and investments based on a keen eye for changes in the market environment. Beyond expanding the size of our

enterprise, we will also work to increase the value of each of our group companies, and build synergies between them, by
entering into and opening up new fields with potentially synergistic effects.

[5] We will expand and enhance our employee training through training at each career level, a career plan realization
scheme and other measures, to raise the skill level of our workforce. Besides enhancing our abilities in areas such as plan
formulation, project management and investment judgments, deft placement of the right person in the right job will
invigorate our organization.

(5) Status of the maintenance and operation of our internal management system

We will omit coverage of this area, as it would duplicate the content of our corporate governance report, entitled “Cur
basic approach to intenal governance systems and their status™,




(6) Other important matters related to company administration
[1] Important administrative matters

1

12.
13.

14,

At the April 20% 2006 meeting of the board, it was decided to make Korea Tender Inc. (now renamed Grandport
Co., Ltd.) an affiliate subject to the equity method.

. As of June 30 2006, Saboten Park and Resort Inc., previously an equity method affiliate, became our wholly-owned

subsidiary, and Naka-Izu Kougen Kaihatsu Co., Ltd. (now Izu Skyline Country Co., Ltd.) became our consolidated
subsidiary.

. As of July 24 2006, our headquarters moved to Kioi-cho 4-1, Chiyoda-ku, Tokyo.
. On July 24, 2006 Korea Tender Inc. (now Grandport Co., Ltd.), previously an equity method affiliate, decided to

allocate new shares to a third party, making the company inapplicable for the equity method as our affiliate.

. Following the resolution of the Annual Shareholders’ Meeting held on June 27, 2006, 19,000 stock subscription

warrants were issued on September 4, 2006.

. On September 22, 2006, Asia Movie Week Pte. Ltd the board of directors decided to transfer a part of its shares,

making it inapplicable as our consolidated subsidiary.

. On October 30%, 2006 Qualitek Electronics Co. Ltd. decided to allocate new shares to a third party, making it

inapplicable as our affiliated company.,

. On November 15% 2006, we decided to purchase and eliminate the fourth stock subscription warrants, which was

issued to USS Capital Co., Ltd., and was conditional on a commitment line.

. On November 15% 2006, we decided to purchase treasury stock, to a maximum number of 3,000,000 shares and a

maximum value of JFY 300,000,000,

. On January 7% 2007, TTG Co., Ltd, was de-listed from the JASDAQ exchange, after we accepted the issue of new

shares in the company through allocation to a third party

. Following the resolution of the Annual Shareholders’ Meeting held on June 27, 2006, 19,000 stock subscription

warrants were issued on January 16%, 2007.

On March 13 2007, purchase of treasury stock under the resolution dated November 15® 2006 was concluded.

On March 29 2007, we purchased shares in Grandport Co., Ltd (formerly Korea Tender Inc.) from Union
Holdings Co., Ltd. and we disposed of our own treasury stock to the same value.

On March 29% 2007, Union Holdings Co. Ltd. became our major sharcholder.

[2] Litigation and related matters

L

2,

On May 23, 2004, Yigrek Co., Ltd initiated as a plaintiff a demand for payment (a sum of JPY 59,000,000 yen) at
the Tokyo District Court against our company as defendant related to the transaction framework of television
program broadcasting, The judgment of the court on March 14, 2007 ordered that our company should pay the
amount of JPY2,835,000,000. Said payment has been completed and the action is concluded,

On December 25, 2002 in the Tokyo District Court, Nihonbungeisha Co., Ltd. commenced proceedings in which
our Company was named as defendant claiming compensation for damages related to a publishing agreement
(Amount ¢laimed approx. 22 million yen). An amicable settlement was reached on May 17, 2006, and the dispute
has been resolved.
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4. Consolidated Financial Statement
(1) Consolidated Balance Sheet

Previous ﬂznr::l:ﬁ:;dmf;;cal year This c&ﬂﬁcdzgé%l year case
Division 5;‘1’;1 Amount (Thousands of JPY) S(t:;:;‘ Amount (Thousands of JPY) 5(;":’)‘ Amount (Thousands of JPY)
(Assets)
I. Current assets
1 Cash on hand and in banks 2322578 416,832 A1,905,746
2 Accounts receivable 253,516 1,112,998 859,481
3 Accounts due 929,119 241,715 AGB7 404
4  Securjties held in trade account _ 117,762 117,762
5 Securitics in business ’s 3,535,150 2,116,796 A1,418353
investment account
6 Inventories 11,786 341,713 329,926
7 Advance payments 1,160,908 58,618 AL102270
8 Short-term loans receivable 2,431,502 1,126,712 41,304,789
9. Other 144,908 236,424 91,515
10 ‘:cli‘;‘g::“ for doubthul 2125970 451,676 325,705
Total current assets 10,663,501 91.3 5,317,917 §1.2 A5,345,584
11 Fixed assets
1 Tangible fixed assets
(1) Buildings and constructions 4,789 1,236,281
Total depreciation cost 1,962 2,826 672,763 563,517 560,690
(2) Course accounts — 359,972 359972
(3) Land - 634,744 634,744
(4) Other 9,191 266,562
Total depreciation cost 5,198 3,993 134,283 132,278 128,285
Total tangible fixed assets 6,820 0.1 1,690,513 19.4 1,683,692
2. Intangible fixed assets
M f;fﬁi:f"" account 111,573 _ Al11,573
(2) Goodwill _ 343,753 343,753
(3) Other 2,248 7,442 5,193
Total intangible fixed assets 113,821 1.0 351,195 4.0 237,373
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Previous consolidated fiscal year This consolidated fiscal year
(March 31, 2006) (March 31, 2007) Increase/Decrease
. Note Share Share
Division symbol Amount (Thousands of JPY} % Amount (Thousands of JPY) %) Amount (Thousands of JPY)
3 Investments and other assets

(1) Investment account o 720,949 414,883 A306,066

securities
(2) Affiliates’ shares — 662,713 662,713
(3) Long-term loans receivable 193,030 1,080,000 886,969
(4) Long-term operating 133,059 95,358 437,700

receivables
(5) Other 151,761 109,530 242,231
{6) Allowance for doubtful A306.434 41,027,691 AT721,256

accounts

Total investments and other 892,366 26 1,334,794 15.4 442,428

assety

Total fixed assets 1,013,008 8.7 3,376,503 388 2,363,494

‘Totel assets 11,676,509 | 100.0 8,694,420 | 100.0 42,082,089




Previous &l;l:;l;dlm;dmtgca] year This mr:t:dzggc-;] year Inc
Division S::;I Amount (Thousands of JPY) S('::)' Amount (Thousands of JPY) S(;";;" Amount (Thousands of JPY)
(Liabilities)
[ Circulating liabilities
1 Trade accounts payable 78,190 125,285 47,095
2 Short-term borrowings — 100,918 100,918
3 S;:::‘iz:ﬁ““ of long-term 6,656 20,016 13,360
4  Accounts payable 258,433 957,778 699,344
5 Accrued taxes on income 21,864 13,606 A8 257
6 Deferred tax linbilities 155,933 - A]55,933
7 Litigation reserve 22,800 — A22 800
8. Other 198,327 170,700 A27626
Total current liabilities 742,205 6.3 . 1,388,304 16.0 646,099
11 Fixed liabilities
1 Reserve for retirement benefits 9,866 236,338 226,472
? S oo e
3 Deferred tax libilities 699 -— 2699
4. Other 3,396 498,340 494,943
Total fixed liabilities 35,822 0.3 761,504 8.7 725,681
Total liahilities 778,028 6.6 2,149,809 247 1,371,781
(Minor Sharcholders Equity)
Minar Skarcholders® Equity 55,266 0.5 - _ £85,266
(Shareholders Equity)
1, Capital siock *3 3,371,405 289 — — A3,371,405
It. Capital surplus 6,695,409 513 —_ — 46,695,409
TH Retained carnings 571,146 4.9 — — A571,146
v fxﬂﬂxz“gﬂ;ﬁ: on 228412 | 20 S 2228412
v mcidﬂzzzf"m foreign 1307 o0 I A13,247
VI Treasury stock *4 A36,405 A0.3 - — 36,405
Total sharcholders’ Equity 10,843,215 929 - — 410,843,215
Total of Liabilities, minor
shareholders” equity and 11,676,509 100.0 — — Al1,676,509
equity
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Previous consolidated fiscal year (March

This consolidated fiscal year (March 31,

31, 2006) 2007) Increase/Decrease
Division Note Amount {Thousands of JPY) Share Amount {Thousands of JPY) Share Amount (Thousands of JPY)
symbol (%) (%)
(Net Assets)
I Shareholders’ equity
1 Capital — — 4,239,467 48.7 4,235,467
2 Capital surplus — — 7,516,206 86.4 7,516,206
3 Retained camnings — — A5,529337 | A63S A5,529.337
4  Treasury stock - — Al13,467 AD.1 A13,467
Total sharcholders’ equity — — 6,212,868 71.5 6,212,868
11 Variance of estimate
1 Unrealized revalustion loss on _ _ A72085 | A0S AT2,085
other investment securitics
2 Equity adjustmc:.lt from foreign _ _ 18,847 02 18,847
currency translation
Total variance of estimate — — 453,237 AD.6 A53,237
I Stock subscription warrants — — 56,880 0.6 56,880
[V Minor shareholders' equity - _— 328,100 38 328,100
Total net assets — — 6,544,611 5.3 6,544,611
Total of iabiliries and net _ _ 8,694,420 | 1000 8,694,420
assets
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(2) Consolidated Income Statement

Last consolidated fiscal year Curment consolidated fiscal year Inc Decrease
(from April 1, 2005 10 March 31, 2006} | (from April 1, 2006 to March 31, 2007)
. Note Ratic Ratio
Division symbol Amount (Thousands of JPY) ) Amount (Thousands of JPY) ) Amount (Thousands of JPY)
1. Sales 4,018,966 | 100.0 4,122,180 | 100.0 103,213
I Cost of sales 1,833,586 456 3,865,544 938 2,032,958
Gross profit 2,185,380 54.4 255,635 6.2 41,929,745
I Selling and general administrative | 998,842 | 249 2,052,160 | 498 1,053,317
expenses
Operating profit
. . 7 - RLLH
(A indicates operafing loss) 1,186,538 295 A1,796,524 | Ad3.6 42,983,062
IV Non- operating income
1 Interest received 74,639 159,024
2 Equity method investment gain 3,134 -
3. Other 13,647 91,421 23 84,744 243,768 59 152,347
¥ Non- operating expenses
1 Interest paid 16,055 8,935
2 Equity method investment loss — 154,862
3 Loss on insurance surrender 57,552 50,443
4 New s.ha.re. issue expense 37,907 _
amortization
5. Other 20613 132,129 33 31,400 245,642 59 113,512
Ordinary Profit
(A indicates ordinary loss) 1,145,829 285 A1,798,397 | Ad43.6 42,944 227
VI Extraordinary profits
1 Proﬁl'o.n sales of investment 138,468 10,063
securities
2. Reversal of allowance for
doubtful accounts 469,528 -
3. (e}:n from forgiveness of debt, 25,347 1,137
4, Gain on sales of affiliates _ 3117
securities
5. Gains on variations in equity - 96,475
6. Other 51,545 684,890 17.0 5,277 156,071 18 A528,818




Last consolidated fiscal year
(from April 1, 2005 to March 31, 2006)

Current consolidated fiscal year

(from April 1, 2006 to March 31, 2007)

Increase/Decrease

Division

Note
symbol

Ratio

Amount (Thousands of JP'Y) )

Amount (Thousands of JPY)

Ratio
(%)

Amount (Thousands of JPY)

VII Extraordinary losses

Loss on retirement of fixed
assets

Appraisal losses on securities
in business investment
eccount

Loss on transfer of debts

Provision for doubtful
accounts

Loss on sales of affiliates’
securities

Appraisal loss on investment
securities

. Other

Net gain before tax and other

adjustments

{& indicates net loss before tax

and other adjustments)}
Corporation, resident and
business taxes

Minor sharcholders’ losses

Net profit (loss) on the term

*2

154

700,000

509,013

8,863
58,513
17,073

1,293,617 322

2,893,402

288,150

1,325,907

1,610

14,108 4,543,181

110.2

3,249,563

537,102 133

1,650 1,650 0.0

36,546 0.9

571,997 14.2

A6,185,507

2291 2,281

18,431

46,169,368

A150.0

0.1

04

41497

46,722,610

640

AlB,114

46,741,365




(3) Consolidated Surplus Statement

Last consolidated fiscal year

(from Aprit 1, 2005 to March 31, 2006}

Division

Note
symbol

Amount (Thousands of JPY)

(Capital surplus)
Capital surplus at the beginning of the term

Decrease of the capital surplus

1 Third party allotments and issuance of
new shares due to the exercise of share
options

Increase of the capital surplus

Amount from disposition of legal capital
surplus

Capital surplus at the end of the term
(Retained earnings)

Eamed surplus at the beginning of the term
Increase of retained earnings

1 Net profit
2 Disposition of legal capital surplus due
to deficit supply

Balance of eamed surplus at the end of the
term

2,359,809

721,433

5,057,033

2,359,809

721,433

6,695,409

571,997

721,433

A722,284

1,293,431

571,146




(4) Consolidated Statement of Capital Stock Variation
Current consolidated fiscal year (from April 1, 2006 to March 31, 2007)

Shareholders’ Equity

- Total
Capital stock | Capital surplus Eg'nag;g Treasury stock shm;eéﬁgcrs'
e by 2006 3,371,405 6,695,409 571,146 436405 | 10,601,555
Variation during this
consolidated fiscal year
Issuance of new shares 868,062 861,246 — — 1,729,308
Net Income — - 46,169,368 — 46,169,368
Acquisition of treasury stock — _ - Al87,511 Al187,511
Disposal of treasury stock - A40,450 — 210,450 169,999
Increase m retamed earnings
due to elimination from _ - 68,384 — 68,884
consolidation
Variation during this
consolidated fiscal year other
than shareholders’ equity (net - - - - -
value)
Total vaniation during this
?&nsohdgted f'iscal year 868,062 820,796 46,100,483 22,938 A4,388,686
ousand yen .
gh“g“lfs‘i;gso‘}fj{‘,%ch 31, 2006 4,239,467 7,516,206 45,529,337 A13,467 6,212,868
Variance of Estimate
Unrealized Minor Total
; Account for ; , otal net
[gi:aégaéltﬁgr adjustment on| Total variance Share options Shall::eq}:loiltgers assets
investment exchange of estimate
securities conversion
Grsance & oy 21 2006 228,412 13247] 241,659 13,530 55,266 10,912,011
Variation during this
consolidated fiscal year
Issuance of new shares — — — — — 1,729,308
Net Income — - _ - —| 46,169,368
Acquisition of treasury stock — _ — —_ _ Al187,511
Disposal of treasury stock — - — — — 169,999
Increase in retained earnings
due to elimination from _ ] — — - 68,884
consolidation
Variation during this
e rouocy Jear other | 4300,497 5599 4294897 43350 272,833 21,286
value)
Total variation during this
((:&nsolidﬁted f';scal year A300,497 5,599 4294 897 43,350 272,833] 44,367,400
ousand yen
(ot b ip 21> 2000 472,085 18847 453,237 6,880 328,100 6,544,611
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(5) Consolidated Cash Flow Statement

Last consolidated fiscal year
(from April 1, 2005 to
March 31, 2006)

Current consolidated fiscal
year {from April 1, 2006 to
March 31, 2007}

Division 551;1)'::)1 Amount (Thousands of JPY)| Amount (Thousands of JPY)
1. Cash flow from operating activities

Gain (Loss) before income tax 537,102 A6,185,507
Depreciation 20,427 66,917
Amortization of consolidation adjusting accounts 2,965 -
Amount written off from goodwill _ 19,466
Increase in allowance for doubtful accounts A469,528 1,325,907
Increase of vested benefit obligations 4,266 40,808
Increase of accrued severance indemnities 2,242 4,965
Increase of accrued bonuses — 34,007
Decrease of litigation reserve A37,200 A22,800
Equity method investment gain A3,134 —
Equity method investment loss — 154,862
Gains on variations in equity — A96,475
Stock compensation expense - 56,880
Interest income A74,639 A163,823
Interest expense 16,055 8,935
Amortization of deferred charges 37,557 -
Stock delivery fee _ 5,466
Exchange loss - 19,336
Profit on debt forgiveness A25,347 AlL137
Gain on sales of affiliates’ securities _ A33,117
Profit on sales of investment securities A129,605 A426
Valuation loss on investment securities 58,513 1,610
Loss on retirement of fixed assets 154 5
Loss from transfer of receivables 509,013 288,150
Insurance reserve fund cancellation loss - 50,443
Decrease (increase) of notes and accounts receivable 863,622 Al,014,863
Increase in securities held in trade account - Al117,762
pecrease (increase) of securities in business AL730.901 2.434.591
investment account e e
Decrease of inventories 29,779 42,890
Decrease (increase) of notes and accounts payable A27,431 1,513
Decrease (increase) of advance payments A201,862 1,104,999
Decrease of other current assets 78,867 635,132
Decrease of accrued consumption tax 31,430 63,627
Increase of other current liabilities 556,825 165,169
22::_::: e(;ncrease) of long-term operating 147,798 746,499
Decrease (increase) of other capital assets 12,381 3,471
Increase (decrease) of other fixed liabilities Al10,146 55,350
Decrease of acerued taxes on income - AlS
Others A982 A2
Subtotal 198,225 41,103,920
Interest and dividends received 66,655 194,955
Interest paid A13,973 Al6,842
Corporation tax paid 41,941 A2,077
Cash flow from operating activities 248,966 A927.884




Last consolidfned fiscal year Cmeg:::;?:;idamd
(from April 1, 2005 to (from April 1, 2006 to
March 31, 2006) March 31, 2007)
Division s?ﬂ‘l’;zl Amount (Thousands of JPY)| Amount (Thousands of JPY)
I Cash flow from investing activities
Expenditures for acquisition of investment securities A120,683 A277.077
Income from sales of investment securities 482,764 616,300
ie; 1;1;::)&?; (:sxpendimre) from acquisition of shares 9 A3122 105,955
Expendi]:ure for acquisition of shares in affiliated 260,790 A1,156,527
companies
[ncome from the sale of shares in subsidiaries *3 67,851 24,887
Expenditure for acquisition of tangible fixed assets A3,429 A286,590
Income from sales of tangible fixed assets — 39,753
Expenditures for acquisition of intangible fixed assets - A4,433
Income from sales of intangible fixed assets 98,673 —
Expenditures from loans A8,019,964 A4,279,500
Income from the withdrawal of loans 5,149,134 2,730,100
Others — 3,736
Cash flow from investing activities 22,829,565 A2,482 896
I Cash flow from financing activities
Net decrease in short term borrowings — A33,622
ﬁzfririgiintures for the repayment of long term 28,912 A196,922
BS
Income from long term borrowings — 223,194
Income from share issuance 4,546,657 1,720,392
}Ev);?:::t-ismrc for purchase of stock subscription - 10,080
Expenditure for the acquisition of treasury stock 429,519 A187,511
Cash flow from financing activities 4,508,225 1,515,450
IV Translation difference of cash and cash equivalents 2,943 A10,416
V Increase (decrease) in cash and cash equivalents 1,930,569 A1,905,746
VI Cash and cash equivalents at the beginning of the term 392,008 2,322,578
VII Cash and cash equivalents at the end of the term *1 2,322,578 416,832

— 26—




Basics concerning the preparation method of the consolidated fiscal financial statement

Item La;t Elonsolidar.ed fiscal y;.ar Th_is c’:tonsoiidated fiscal year
(April 1" 2005 to March 31% 2006) (April 17 2006 to March 317 2007)

1 Scope of consolidation (1) Consolidated subsidiaries: 4 (1) Consolidated subsidiaries: 6
{Two domestic) (5 in Japan)
(2 overseas) (1 overseas)
Main consolidated subsidiaries: Main consolidated subsidiaries:
(Domestic subsidiaries) (Domestic subsidiaries)
Basara Pictures Co., Ltd. Basara Pictures Co., Ltd.
Omega Project Co., Ltd. Omega Project Co., Ltd.

2 Application of the
Equity Method
Companies

(Overseas subsidiaries)

Omega Project Co., Ltd. (Korea)
(formerly Omega Pictures Co., Ltd.)
Asia Movie Week Pte. Ltd. (Singapore)

Status Changed
(New) Company additions resulting from
share acquisition and incorporation of
new company: 2 companies
(Exclusion) Reduction by sale of shares,
I company
(2) Non-consolidated subsidiaries 0
(1) No. of companies to which the equity

method applies 3

Saboten Park and Resort Co., Ltd.

M3 Entertainment Corporation

Qualitek Electronics Co., Ltd.

Status Changed

(New) Increased by acquisition of shares
2 companies

(2) Unconsolidated subsidiaries and affiliated
companies to which the equity method
does not apply: None

(3) Of our affiliate companies subject to the
equity method, the term accounts
settlement date for Qualitek Electronics
Co. Lid. is December 31%. As the
consolidated accounts settlement date is
within three months of the date that this
equity method company's accounts were
settled, the equity method has been
applied based on the financial statements
issued by the company for its fiscal year.
Additionally, although the accounts
settlement date of M3 Entertainment
Corporation is September 30, it made a
provisional settlement of accounts at the
end of March, and we have used this in
the financial statements in question.

Saboten Park and Resort Co., Ltd.

Izu Skyline Country Club (formerly Naka-
Izu Kougen Kathatsu Co., Ltd.)

Animal Film Bond Company Co., Ltd.
{Overseas subsidiaries)

Omega Project Co., Ltd. (Korea)

Status Changed:

(New) Company additions resulting from
share acquisition and incorporation of new

company: 3 companies
(Exclusion) Reduction by sale of shares,
1 company

(2) Non-consolidated subsidiaries 0
(1) No. of companies to which the equity

method applies 2
M3 Entertainment Corporation
Grandport Co., Ltd
{Formerly Korea Tender Inc.)
Status Changed
(New) Increased by acquisition of shares
i company

(Exclusion) Transfer to consolidated
subsidiary due to additional purchase of

shares 1 company
Decrease due to reduction in share held
1 company

(2) Unconsolidated subsidiaries and affiliated
companies to which the equity method
does not apply: None

(3) Of our affiliate companies subject to the
equity method, the term accounts
settlement date for Grandpont Co., Ltd
(formerly Korea Tender Inc.) is December
31", As the consolidated accounts
settlement date is within three months of
the date that this equity method company's
accounts were settled, the equity method
has been applied based on the financial
statements issued by the company for its
fiscal year. Additionally, M3 Entertainment
Corporation made a provisional settlement
of accounts at the end of March, and we
have used this in the financial statements
in question.
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Ttem

Last consolidated fiscal year (from April 1,

2005 to March 31, 2006)

Current consolidated fiscal year
(from April 1, 2006 to March 31, 2007)

3 Accounting Year of
Consolidated
Subsidiaries

Of our consolidated subsidiaries, the
accounts settlement date for Omega Project
Co., Ltd. (Korea} (formerly Omega Pictures
Co., Ltd.) is December 31. As the
consolidated accounts settlement date is
within three months of the date that this
subsidiary's accounts were settled, these
consolidated accounts have been prepared
based on the financial statements issued by
the subsidiary at the conclusion of its fiscal
year. However, in regard to important
transactions that occur between these days
of settlement, necessary adjustments are to
be carried out in consolidation.

Among our consolidated subsidiaries, the day
of settlement of Omega Pictures Co., Ltd.
{Korea) is December 31, and since the
difference from the conselidated day of
settlement is within three months,
consolidation is carried out with the financial
statements pertaining to the operating year of
this consolidated subsidiary as the base.
However, in regard to important transactions
that occur between these days of settlement,
necessary adjustments are to be carried out in
consolidation. Additionally, although the
accounts seftlement date of Izu Skyline
Country Club (formerly Naka-Izu Kougen
Kathatsu Co., Ltd.) is September 31, it made a
provisional settlement of accounts at the end
of March, and we have used this in the
financial statements in question.

4 Accounting Standards
(1) Evaluation standards
and evaluation
methods for
important assets

i

il

Securities

Other stocks and bonds
Items with market value
Fair value based on the market price
at the closing date of the fiscal year.
(Both unrealized gains and losses are
included as a component of
shareholders® equity; and cost is
mainly determined using the moving
average cost)
Securities with no market price:
Cost accounting method based on
moving average method

Inventories

For goods-in-process and film

distribution rights etc.

Cost accounting method based on the

individual method
However, in regard to film
distribution rights amortized using
the sum-of-the-years'-digits-method
within 12 repayment months from
point in time when provided for
business.

i Derivatives

Market value method

i Securities
Sale purpose securities
Market price (Cost of products sold are
calculated according to moving-average)
method)
Other stocks and bonds
Items with market value
Fair value based on the market price at
the closing date of the fiscal year.
(Both unrealized gains and losses are
included as a component of
shareholders’ net equity; with sale cost
mainly determined using the moving
average cost)
Securities with no market price:
Same as on the left

ii Inventeries
Products, goods in process and film
distribution rights etc.
TV broadcasting rights
Cost accounting method based on the
individual method
However, in regard to film distribution
rights amortized using the sum-of-the-
years'-digits-method within 12
repayment months from point in time
when provided for business.
Furthermore, TV broadeasting rights
are written off using equal installment
method according to the term of each
rights,
ili Derivatives
Same as on the left




Item

Last consolidated fiscal year
(April 1% 2005 to March 31% 2006)

This consolidated fiscal year
(April 1% 2006 to March 31* 2007)

(2) Method for
depreciating
important depreciable
assets

(3) Standard for
converting foreign
currency assets and
liabilities to Japanese
currency

(4) Standards for
reckoning important
reserve funds

i Tangible fixed assets: Declining balance

method

The main periods of useful life are shown
below.
Facilities pertaining to buildings:

810 15 years

Machinery and equipment:

210 20 years

Automotive equipment:

2to 4 years

ii Intangible fixed assets

Straight-line method

i Tangible fixed assets: Declining balance
method
The main pertods of useful life are shown

below. At the same time, straight-line method

is used for a part of the subsidiaries.

Buildings: 7 to 50 years
Facilities pertaining to buildings:

3to 18 years
Building structures: 2 to 50 years
Machines: 2 to 8 years
Automotive equipment: 2 to 6 years
Machinery and equipment: 2 to 20 years
ii Intangible fixed assets

Same as on the left

In regard to the software that our company
uses, a straight-line method is used on the
usable period in the company (3 to 5 years)

Foreign currency assets and liabilities are
mainly set as yen equivalents according to
the exchange rate on the consolidated day of
settlement.

i Allowance for doubtful accounts

In order to provide for losses due to
doubtful accounts of credit, general credit
will be reckoned by a loan loss ratio and
fixed credit such as credit for doubtful
accounts will be considered individually
depending on the probability of recovery
and forecasting uncoliectible loans,

ii Reserve funds for retirement benefits

For the payment of retirement and
severance benefits to employees, accrued
pension costs are reserved at the amount
incurred in the current period based on
the projected benefit obligation and the
fair value of plan assets as of the end of
the current consolidated accounting year.

ifi Straight-line method for long-term
advance charges

Debts and credits in foreign currency is
converted to yen currency at the closest

exchange rate from the fiscal year accounting

data, and the difference is handled as gain
and loss. Also, the assets and liabilities of
subsidiaries abroad is converted to yen

currency at the closest exchange rate from the

fiscal year accounting data, and the

difference is included in the amortization of
currency exchange and minority equity in the

net asset section.

i Alowance for doubtful accounts
Same as on the left

ii Reserve funds for retirement benefits
Same as on the left
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Last consolidated fiscal year

This consolidated fiscal year

Ttem (April 1% 2005 to March 31% 2006) {April 172006 to March 31% 2007)
ili Reserve funds for retirement benefits for iii Reserve funds for retirement benefits for
directors directors
In order to provide for future allowances Same as on the left
of retirement benefits for directors, to be
reckoned as a necessary period-end
provision based on internal standards.
iv Litigation reserve iv Litigation reserve
In order to provide for losses in litigation, Same as on the left
to be reckoned by estimating loss.
(5) Standards for In the event of the sale of marketable Same as on the left
reckoning earnings securities for business investment in the
and expenses form of unlisted shares, the amount of sales

(6) Processing methods
for important lease
transactions

of marketable securities for business
investment is the sum of sales of marketable
securities for business investment that have
been purchased for the purpose of
investment growth, and is determined by
dividends and interest received. The sale
price of marketable securities for business
investment is determined by the securities
book value, fees paid and valuation loss.

In the event of the sale of marketable
securities for business investment in the
form of listed shares, the profit from
management of marketable securities for
business investment is determined by the
net profit or loss on the sale.

Financial lease transactions other than in
cases in which the ownership of the leased
property is transferred to the lessee are
accounted using the accounting method
applicable to ordinary lease transactions,

Same as on the left




Item

Last consolidated fiscal year
(April 1% 2005 to March 317 2006)

This consolidated fiscal year
(April 1% 2006 to March 31% 2007)

(7) Important hedge
accounting methods

(8) Important items for
drafting other financial
statements

5 Tteras relating to the
evaluation of assets and
liabilities of consolidated
subsidiaries

i

i Methods for hedge accounting
The gain or 10ss or unrealized gain or
loss based on the market value when
hedged is accounted for as assets or
liabilities by the deferred accounting
method until the hedged object gain or
loss is realized.

ii Hedging instrument and hedge

objective Swap on interest
Hedge objective Borrowing

iii Hedging policy
In order to hedge interest volatility risk,
we use derivatives transactions only
when necessary.

iv Effective evaluation method of hedging
From the start of hedging and
determination period of effectiveness,
we compare the accumulating total of
hedge objective and hedging instrument
fluctuation rate, and use the difference
as the basis for judgment.

i Accounting processing for

consumption tax etc.

A before-tax method is used.

Account processing of securities in

business investment account
Marketable securities acquired as M&A
business transactions for the purpose of
business investment are counted as
current assets as marketable securities
for business investment. Profits and
losses on such transactions are shown as
operating income and expenses.

Note that although these investments
may temporarily meet the requirements
of controlling the decision-making body
of the entity being invested in, and of
exerting significant influence over this
entity, we deem that such entities are
neither subsidiaries nor affiliated
companies, because the purpose of the
share acquisition is business investment
and not acquisition of a controlling
stake, Thus, we do not include such
entities in the scope of consolidation,
por do we apply the equity method to
them. -

An extensive current price evaluation
method is employed for evaluation of
assets and liabilities of consolidated
subsidiaries.

i Methods for hedge accounting
Same as on the left

ii Hedging instrument and hedge -

objective
Same as on the left
iii Hedging policy
Same as on the left

iv Effective evaluation method of hedging
Same as on the left

i Accounting processing for

consumption tax etc.
Same as on the left

ii Account processing of securities in

business investment account
Same as on the left

Same as on the left




Item

Last consolidated fiscal year
(April 17 2005 to March 31* 2006)

This consolidated fiscal year
(April 1* 2006 to March 31% 2007)

Amortization of goodwill

Handling of appropriation of
eamings etc.

Scope of funds for the
consolidated cash flow
statement

In regard to amortization of
consolidation adjusting accounts, as a
general rule, uniform repayments are
carried out over a 20 year period.

The consolidated statement of retained
earnings is drafted based on
appropriation of earnings of
consolidated companies confirmed
during consolidated accounting peried.
Funds in the consolidated cash flow
account statement (cash and cash
equivalents) may include cash on hand,
readily available deposits, and readily
convertible funds, and are constituted
by short-term investments arriving from
the term of redemption within three
months from the date of acquisition
bearing little risk in respect to value
variation.

In regard to amortization of goodwill, as a
general rule, uniform repayments are
carried cut over a 20 year period.

Same as on the left

Same as on the left
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Basics concerning changes in the preparation method of the consolidated fiscal financial statement

Last consolidated fiscal year
{April 172005 to March 31™ 2006)

This consolidated fiscal year
(April 1% 2006 to March 31% 2007)

(Accounting method on impairment of loss on fixed assets)
Starting this consolidated year, the company is applying the
“Accounting method for impairment of loss on fixed assets,”
(This method applies the “Statement of position on the setting
of accounting methods for the impairment of loss on fixed
assets” (Business Accounting Council, o August 2002) and
the “Guidelines for the application of accounting standards
for the impairment of loss on fixed assets” (Accounting
Standards Board of Japan, 31" October 2003, Guidelines for
the application of corporate accounting standards, No.6).
The change has no influence on the balance sheet.

(Accounting standards for the indication of net assets in
balance sheets)

Starting this consolidated year, the company is applying the
“Accounting method on indication of net assets in balance
sheets.” (Corporate accounting standards No.5, 9% December
2005) and “Guidelines for the application of accounting
standards on indication of net assets in balance sheets”
(Guidelines for the application of corporate accounting
standards, No.8, 9® December 2005).

The equivalent total value for accounting sharcholders’ equity
to date is JPY6,159,631,000.

From this consolidated year, the company will employ the
revised Censolidated Financial Statement rules for net assets
in the Consolidated Balance Sheet, following amendment of
the said rules.

(Accounting method on stock subscription)

Starting this consolidated year, the company is applying the
“Accounting methed on stock subscription.”, (Corporate
accounting standards, No.8, 279 December 2005, Accounting
Standards Board of Japan) and the "Guidelines for application
of accounting standards on stock subscription™ (Guidelines
for the application of corporate accounting standards No.11,
fina] amendment 31* May 2006, Accounting Standards Board
of Japan).

As a result, the unadjusted net current losses on the term, such
as sales losses, ordinary losses, and taxes increased 56,880
thousand yen.
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Changes in Accounting Titles and Classification

Last consolidated fiscal year
(April 1% 2005 to March 31* 2006)

This consolidated fiscal year
(April 172006 to March 31* 2007)

{Consolidated balance sheet)

In the previous consolidated fiscal year, “short term
loans receivable” included under “others” of current
assets exceeded over 5/100 of total asset. Therefore,
we will separate the section from this consolidated
fiscal year. The “short term leans receivable” during
the last fiscal year included as “others™ in current
assets amounted to JPY 145,241,000,

(Consolidated balance sheet)

Affiliates’ securities, which were included under
investment securities as investment and other assets
in the previous consolidated fiscal term, exceeded
5% of total assets, so it has been indicated separately
from this consolidated fiscal term. The value of
“affiliates securities” which were included as
“others” in asset division of investment others in the
previous consolidated fiscal term was
JPY299,850,000.

“Consolidation adjusting account” from the previous
fiscal term is indicated as “goodwill” from this
consolidated fiscal term.

Consolidated cash flow statement

“Amortization of consolidation adjusting account”
from the previous fiscal term is indicated as
“amortization of goodwill” from this consolidated
fiscal term.
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Notes Concerning the Consolidated Financial Statement
Notes to the consolidated balance sheet

Previous consolidated fiscal year
(March 31, 2006)

This consolidated fiscal year
{(March 31, 2007)

*]1 Matters regarding our affiliated companies are as stated
below.
Stocks in affiliated companies JPY 299,850,000
Corporate bonds in affiliated JPY 300,000,000
companies
Total 599,850,000 yen
*2. Contingent liability
Guarantee liabilities

(1) The company guarantees the bank borrowing of the
non-consolidated company below mentioned.
Sweet Basil Inc. JPY194,670,000

Regarding losses and awards in litigation
(1) On May 23, 2004, Yigrek Co., Ltd initiated as a
plaintiff a demand for payment (demanding a sum of
59,000,000 yen) at the Tokyo District Court against our
company as defendant related to the transaction
framework of television program broadcasting. This
action is currently in trial.

(2) On December 25, 2002 in the Tokyo District Court,
Nihonbungeisha Co., Ltd. commenced proceedings in
which our Company was named as defendant claiming
compensation for damages related to a publishing
agreement (Amount claimed approx. JPY22,000,000).
Although the claim was being litigated as of March 31,
an amicable settlement was reached on May 17, 2006,
and the dispute has been resolved.

Qur company believes the matter stated in (1) above has
no legitimacy, and we are resolved to asserting this
clearly in court.

*3 The company’s number of common stock issued is
68,956,096 stocks.

*4 The number of common stock held by our consolidated
companies which submit financial statements is 159,983
stocks.

*5 Consumption lease agreement for investment securities
“Marketable securities for business investment” include
JPY957,000,000 in marketable securities on loan via loan
agreements.

2. Contingent liability
Guarantee liabilities
(1) The company guarantees the bank borrowing of the
non-consolidated company below mentioned.
Sweet Basil Inc. JPY194,670,000

Regarding losses and awards in litigation
(1) On May 23, 2004, Yigrek Co., Ltd initiated as a
plaintiff a demand for payment (a sum of JP'Y 59,000,000
yen) at the Tokyo District Court against our company as
defendant related to the transaction framework of television
program broadcasting. The judgment of the court on March
14, 2007 ordered that our company should pay the amount
of JPY2,835,000,000. Said payment has been completed
and the action is concluded.

(2) On December 25, 2002 in the Tokyo District Court,
Nihonbungeisha Co., Ltd. commenced proceedings in
which our Company was named as defendant claiming
compensation for damages related to a publishing
agreement (Amount claimed approx. JPY22,000,000).
Although the claim was being litigated as of March 31, an
amicable settlement was reached on May 17, 2006, and the
dispute has been resolved.

*3
*4

*5
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Notes to the consolidated income statement

Last consolidated fiscal year
{April 1* 2005 to March 31* 2006)

This consolidated fiscal year
(April 1% 2006 to March 31® 2007)

*1. Main items and values of the marketing and general
administrative expenses are:

Commissions paid JPY 546,656,000

Salary 129,977

aPillicwlsmn for directors’ retirement 2,242
owance

Retirement allowance expenditure 3,036

*2 The loss on retiremnent of fixed assets consists of office
equipment to the value of JPY154,000.

*1. Main items and values of the marketing and general
administrative expenses are:

Salary 526,704,000 yen
Commissions paid 200,876
Provision for accrued bonuses 121,621
Provision for directors’ retirement 9.711
allowance '
Retirement allowance expenditure 52,971

*2 The loss on retirement of fixed assets consists of office
equipment to the value of JPY5,000.




Notes to the consolidated statement of capital stock variation
Current consclidated fiscal year (from April 1, 2006 to March 31, 2007)
1  Matters related to shares outstanding

At the end of last

consolidated fiscal year Increase Decrease

Type of share

End of this consolidated
fiscal year

Common shares
(Thousand shares) 68,956 8,149

77,105

{General outline of changes)
The main reason for the increase is as follows:
1. Exercise of our 2nd stock subscription warrants 4,000 shares
2. Increase due to exercise of rights to stock subscription warrants issued by third parties. 8,145 shares

2 Matters related to treasury stock

At the end of last End of this consolidated
Type of share consolidated fiscal year Increase Decrease fiscal year
Common shares
(Thousand shares) 139 2,500 2,500 159

Notes 1. The increase of 2,500 shares of common treasury stock was due to increased market purchases.

2 The decrease of 2,500 shares of common treasury stock was due to a reduction in transfers to Union Holdings Co.,

Ltd.

3 Matters related to stock subscription warrants

Number target stock subscription warrants Amount
(Thousand shares) outstanding at
the end of this
Company Content Type of shares| Atthe end of End ofthis | consolidated
Name concerned last lidated fiscal
lidated Increase | Decrease | consoclidate iscal year
conse fiscal year {Thousand
fiscal year IPY)
Stock subscription comm
Submitted warrants issued by sharezn 29,285 _ 29,285 — _
company third party —
Stock subscription
— 56,880
warrants
consolidated
subsidiaries - - -
Total - 56,880

Notes 1. The number of shares represent the maximum number of shares that may be exercised.
2. Summary of reasons for changes in numbers of target shares
The decrease in the number of stock subscription warrants issued by allocation to third party is due to exercise and
purchase of rights,

4 Matters related to dividends
(1) Amount of dividends
Nothing relevant to report.
(2) Of which the base date belongs to this consolidated fiscal term, the effective date of dividends belongs to next
consolidated fiscal term.
Nothing relevant to report.
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(Concerning the Consolidated Cash Flow Statement)

Last consolidated fiscal year
(April 1™ 2005 to March 31% 2006)

This consolidated fiscal year
{April 17 2006 to March 31 2007)

*] Relation between the balance of cash and cash
equivalents at term end and the amount of title particulars
on the consolidated balance sheet.

*1 Relation between the balance of cash and cash
equivalents at term end and the amount of title particulars
on the consolidated balance sheet.

(As of 31st of March 2006) (As of 31st of March 2007)
Cash on hand and in banks JPY2,322,578,000 Cash on hand and in banks JPY416,832,,000
Time deposits with eriginal Time deposits with original maturities
maturities over 3 months — over 3 months —
Cash and cash equivalents 2,322,578 Cash and cash equivalents 416,832

*2, Overall breakdown of assets and liabilities of companies
newly made consolidated subsidiaries by the acquisition
of shares in this consolidated fiscal year.

The breakdown of assets and liabilities at the commencement

of consolidation following new consclidation by the

acquisition of shares and the like as well as the relationship
between the cost price of share acquisition and expenditure

(net figure) for the purpose of acquisition is as follows:

Name of company whose shares were acquired

Asia Movie Week Pte. Ltd. (Singapore)

(As of 1™ October, 2005)

Available assets 25,358,000 yen

Fixed assets 316
Consolidation account adjustment 7,557
Circulating liabilities 44,573
Fixed liabilities -
Minor Shareholders’ Equity 24,853
Acquisition cost price of new

consolidated subsidiary 23,805
Cash and cash equivalents of new 25.043
consolidated subsidiaries i
Deduction: Income, net figure due to

acquisition of new consolidated 1,237
subsidiary

*3. Overall breakdown of assets and liabilities of companies
newly removed from consolidation by the sales of shares
in this consolidated fiscal year,

0&Z Project Co., Ltd.

(As of 1 April, 2005)

*2. Overall breakdown of assets and liabilities of companies
newly made consolidated subsidiaries by the acquisition
of shares in this consolidated fiscal year.

The breakdown of assets and liabilities at the commencement

of consolidation following new consolidation by the

acquisition of shares and the like as well as the relationship
between the cost price of share acquisition and expenditure

{net figure) for the purpose of acquisition is as follows:

Name of company whose shares were acquired
Saboten Park end Resort Inc., and Izu Skyline Country
Club (formerly Naka-Izu Kougen Kaihatsu Co., Ltd.).

(As of 1" April, 2006)
Available assets JPY490,194,000
Fixed assets 1,501,699
Goodwill 254,853
Circulating liabilities A985,784
Fixed liabilities 2984,103
Minor Shareholders’ Equity 4291,279
Acquisition cost price of new Al4,419

consolidated subsidiary
Increase (decrease) in cash and cash

equivalents in new consolidated 120,375
companies

Income due to acquisition of newly

consclidated subsidiaries 105,935

*3. Overall breakdown of assets and liabilities of companies
newly removed from consolidation by the sales of shares
in this consolidated fiscal year.

Asia Movie Week Pte. Ltd. (Singapore)

As of the 30th of September 2006)

Available assets JPY9,659,000 Available assets JPY202,000
Fixed assets — Fixed assets 776
Totat assets 9,659 Circulating liabilities 45,850
Circulating liabilities n7 Fixed liabilities 413,468
Fixed liabilities — Minor Shareholders’ Equity 10,124
Total Liabilities 717 Profit on sale of shares 33,117
- Value of shares sold 24,901
Cash and cash equivalents ald
Income from the sale of shares 24,887
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(Segment Information)

1 Segment informaticn on each type of operation

Previous consolidated fiscal year (from the 1% of April 2005 until the 31% of March 2006)

Entertainment and | Investment N
contents business | operations Ot.h?r Totals Elimination or Consolidated
operations {thousand (tthuiﬁi‘o}l;\,) (thousand JPY) &Lﬁgﬁ%a?lp% (Thousand Yen)
{thousand JPY) JPY)
I Sales and operating
profit
Sales
(1) Sales to external 83,797 | 3,925,601 9,568 | 4,018,966 _ | ap18966
customers
(2) Internal sales or
transfers between - - — — — -
segments
Total 83,797 3,925,601 9,568 4,018,966 — 4,018,966
Operating expenses 392,604 2,351,334 88,489 2,832,428 — 2,832,428
Operating profit (loss) A308.807 1,574,266 AT8,920 1,186,538 — 1,186,538
Il Assets, depreciation
and capital expenditure
Assets 2,860,587 4,408,166 38,909 7,307,662 4,368,846 11,676,508
Depreciation 434 — 287 722 19,705 20,427
Capital expenditure 633 - 40 673 2,756 3,429
(Notes) 1 Business segments are classified considering the nature of business as follows:

Entertainment and contents business

Sales and purchase of rights to distribute movies in theatres and visual software for CDs and DVDs, and
production contracts for motion pictures,
[nvestment Business

Investment in content funds.
Other businesses
Realty business operations ete.

In the past, we have categorized our real estate business as its own category, but as the significance of such
business has declined, in terms of increases or decreases in sales and operating income, we are now presenting it
under "Other", starting this conselidated fiscal year.

Furthermore, the sales from “Real estate business” included in “Others™ for this fiscal half year totaled
JPY9,568,000, with operating expenses of JPY 23,394,000, and an operating loss of JPY13,826,000,

The assets included in the column of “elimination or all companies”, which amounted to 4,368,846 thousand JPY,
these consist mainly of cash on hand and in banks of the parent company and assets pertaining to the administrative
department.
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Current consolidated fiscal year (from the 1% of April 2006 until the 31% of March 2007)

Entertainment
and contents | Tvestment |y e Other Totals |Elimination or| Consolidated
. operations . operations s
business (thousand operations (thousand (thousand | all companies } (Thousand
operations JPY) (thousand JPY) JPY) JPY) (thousand JPY); Yen)
(thousand JPY)
I Salesand
operating profit
Sales
(1) Salestoexternal | 55957 | 1928067 | 1,958,854 24301 | 4,122,180 _ 4,122,180
customers
(2) Intemnal sales or
transfers between 476 333,428 1,079 _ 334,984 A334,984 —
segments
Total 211,433 2,261,496 1,959,933 24,301 4,457,164 A334,984 4,122,180
Operating expenses 721,098 3,234,407 2,256,003 51,013 6,262,522 A343.818 5,918,704
ggg‘“"g profit A509,664 | 4972911 | A296,069 A26,712 | A1,805,358 8,833 41,796,524
II Assets,
depreciation and
capital
expenditure
Assets 1,165,810 4,827,750 1,831,246 16,328 7,841,137 853,283 8,694,420
Depreciation 582 2,337 59,835 145 62,900 4,017 66,917
Capital 10,175 73,905 201,980 5922 291,084 185,162 | 477,147
expenditure
(Notes) 1 Business segments are classified considering the nature of business as follows:

Entertainment and contents business
Sales and purchase of rights to distribute movies in theatres and visual software for CDs and DVDs, and
production contracts for motion pictures.
Investment Business
Investment in content funds.
Leisure business
Operation and managing of theme parks and sports leisure facilities.
*[t has been added as our new business segment from this consolidated fiscal term.
Other businesses

Realty business operations ete.
2. The assets included in the colurnn of “elimination or all companies™ which amounted to 853,283 thousand JPY,

these consist mainly of cash on hand and in banks of the parent company and assets pertaining to the administrative
department.

t
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2

Geographical segments
Previous consolidated fiscal year (from the 1% of April 2005 until the 31¥ of March 2006)
The total amount of domestic sales and tota! assets exceed 90% or more of total sales of all segments, and of the assets of all
segments. Therefore, geographical segment information is omitted here,

Current consolidated fiscal year (from the 1 of April 2006 until the 31% of March 2007)

The total amount of domestic sales and total assets exceed 90% or more of total sales of all segments, and of the assets of all
segments. Therefore, geographical segment information is omitted here.

— 41—




3 Overseas sales

Previous consolidated fiscal year (from the 1* of April 2005 until the 31* of March 2006)

Great Britain Asia Others Total
Overseas sales
(Thousand JPY) 694,983 257,651 2,514 955,149
M Consolidated sales
{Thousand JPY) - - — 4,018,966
III Ratio of overseas sales to
consolidated sales (%) 17.3 64 0.1 238

{Notes) 1. Countries or territories are classified according to geographical proximity, and to the region to which they belong.
2. Overseas sales indicate the sales of the company and its subsidiaries to the countries and areas outside of Japan.

Current consolidated fiscal year (from the 1™ of April 2006 until the 31* of March 2007)

consolidated sales (%)

Asia Others Total
Overseas sales
(Thousand JPY) 1,144,836 975 1,145,812
I Consolidated sales
{Thousand JPY) — — 4,122,180
HI Ratio of overseas sales to 2738 0.0 2178

(Notes) 1. Countries or territories are classified according to geographical proximity, and to the region to which they belong.
2. Overseas sales indicate the sales of the company and its subsidiaries to the countries and areas outside of Japan.
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(Notes concerning lease transactions)

Last consolidated fiscal year
{April 17 2005 to March 31® 2006)

This consolidated fiscal year
(April 17 2006 to March 31% 2007)

Financial lease transactions other than cases in which the
ownership of the leased property is transferred to a lessee.
1 Values equivalent to the acquisition cost, the accumulated
depreciation and the book value of the fiscal year.

Financial lease transactions other than cases in which the
ownership of the leased property is transferred to a lessee.
1 Values equivalent to the acquisition cost, the accumulated
depreciation and the book value of the fiscal year.

Equi_va;ilgnt Accumulated |Book value at Equiy:_ilfmt Accumulated | Book value at
acquisition |’ iati ) acquisition |'g oo ear end
costs | s ofl (thousand costs |7 Cends of| (thousand
(thousands of[¢ e ( v (thousands of|¢ e ( i
JPY) JPY)
Facilities Facilities
pertaining to 40,523 26,340 14,183 pertaining to 40,523 34,445 6,078
buildings buildings
Tools,
Total 40,523 26,340 14,183 [ | | fymiture and 24,450 11,842 12,607
{Note) The above mentioned amounts do not include interest fi s .
Automotive
expenses. equipment 7,200 1,200 6,000
Total 72,173 47,488 24,685

(2) Value equivalent to the balance of unexpired lease
payments at the end of the fiscal year

{Note) The above mentioned amounts do not include interest
expenses.
(2) Value equivalent to the balance of unexpired lease
payments at the end of the fiscal year

ithin one year JPY 8,953,000 Within one year TPY 12,199,000
More than 1 year JPY7,235,000 More than 1 year TPY 14,361,000
Total JPY16,189,000 Total TPY 26,561,000
(Note) The above mentioned amounts do not include interest | (Note) The above mentioned amounts do not include interest
-expenses. expenses.

3. Lease payment, value equivalent to the depreciation cost,
and value equivalent to the interest cost

3. Lease payment, value equivalent to the depreciation cost,
and value equivalent to the interest cost

I ease payment JPY9,9%6,000 [ ease payment JPY16,725,0008
'Value equivalent to depreciation Value equivalent to depreciation

oost JPY8,104,000 ot JPY 13,699,000
'Value equivalent to the interest TPY1.776.000 Value equivalent to the interest IPY?2 358 ooq
lexpense T Expense o

4 Method of calculation of the total depreciation cost
The value equivalent to the depreciation cost is calculated
in accordance with the straight- line method based on the
lease period as usefu] life and a zero residual value.

4  Method of calculation of the total depreciation cost
The value equivalent to the depreciation cost is calculated
in accordance with the straight- line method based on the
lease period as useful life and a zero residual value.

5 Method for calculation of the value equivalent to the
interest cost
The difference between the total lease fee and the
equivalent acquisition value is taken to be the value of
interest, which is distributed between terms in accordance
with the interests method.

5 Method for calculation of the value equivalent to the
interest cost
The difference between the total lease fee and the
equivalent acquisition value is taken to be the value of
interest, which is distributed between terms in accordance
with the interests method.
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(Transactions with related parties)
Last consolidated fiscal year (from the 1* of April 2005 until the 31% of March 2006)

1. Subsidiaries etc. -
: . Amount of Balance at
Relationshi
. Names of Cepital | Description Percent.age P Content of transaction year ead
Attribute | company |Address R of voting . Items
stock | of business rights owned transactions (thousand (thousand
cte. Collateral| Business IPY) IPY)
office | relationship
Cash lending (note 1) Long term loans
. receivable
Saboten | htoci Transactions loe unting 103,000 Accounts due 130,925
Related . . Operation of | Birectly  Collateal | . Management 3616 3,953
[Park And  [Shizuokal JPY10M in financing . Accounts
company theme parks 33% 1 N consulting fees 180,000 ) 168,000
[ResortInc,| pref. cperations QNote 2) receivable 300,000
Bonds of !
affiliates

Business terms and procedures for deciding business terms
Loans are determined in the same way as general transaction terms, with reference to the market interest rate,
For management consulting fees, we negotiate with the counterpart company 10 agree a price suitable for the services
rendered.
The transacted amount does not contain sales tax.

Note 1.
2,

| Current consolidated fiscal year (from the 1st of April 2006 until the 31st of March 2007)
|

1. Subsidiaries etc.
Pm‘n‘agJ Relationshi Amount of Balance at
f:;ﬂ of Address Capital | Description of | of voting P Content of ounﬁ;)n Items year end
yE pany stock business rights trensactions (thousand
ete. owned |Collateral| Business (thousand JFY) PY)
office | relationship
Planning,
M3 creation and Transactions Accounts due
Related |Entertain- [Chuo-ku] PY20M marketing etc, 20.93% in financing |Cash lending (note 1) 100,000 | Longterm 655
company |ment Tokyo of movie e - operations | Assignment fees 1,650 toans 100,000
Corporation| content and receivable
software
2.  Major corporate shareholders
Names of] » pmanﬂgc Relationship Amoum_ of Balance at
T company | Address |Capital stock Description| of voting Countent of transaction Ttems year end
pe P of business |  rights transactions {thousand (thousand
efc. owned | Collateral | Business PY) PY)
office  |relationship
zam cate Union  {Itabashi- I:re.c::on Sollater Busine Purchase of 974.399 Accounts due 1035
TPOTRe  oldings | ku, |IPY17,090M]| OP 12.41% ess securities . Accotunts '
share- Co. Ltd. | Tokyo equipment 1 share- trading Assi ot fees 13,581 avable 4,107
holders "’ operations halders € pay

Business terms and procedures for deciding business terms
For monetary loans, we determine the interest rate in the same way as our general transaction terms, with reference

Notes 1

to market rates.
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1. Breakdown of deferred tax assets and liabilities by major causative factor

(Unit: Thousand JPY)

|
(Notes on tax benefit accounting)
|

Previous consolidated fiscal This consolidated fiscal year
year (As of March 31, 2006) (As of March 31, 2007)
Deferred tax assets:
Amount exceeding the limit of the allowance
for doubtful accounts recorded under deductible 4,508 314,211
expenses
Valuation !oss on inventories not recognized in 193,733 175,388
i the deductible expenses
| Over depreciation of film rights 15,537 18,338
Valuation loss on investment securities not
recognized in the deductible expenses 1,234,266 2412,247
Amount of denial of reserve for retirement 90.187
benefits - ?
Deficit brought forward 7,007,128 7,828,960
| Others 35,082 57,809
i Deferred tax assets subtotal 8,490,257 10,897,142
Valuation resesve A8,4590,257 A10,897,142
Total deferred tax assets - —
Deferred tax liability
pnmahzed revall.u}tmn loss on other 156,633 B
investment securities
| Total deferred tax liabilities 156,633 —
Deferred tax assets net total A156,633 _

Previous consolidated fiscal
year (As of March 31, 2006)

(Note) The total deferred tax assets are contained in the consolidated balance sheet under the following items:

(Unit: Thousand JPY)
This consolidated fiscal year
_(As of March 31, 2007)

Current assets — deferred tax assets -
Fixed assets — deferred tax assets -
Current liabilities — deferred tax liabilities 155,933
Fixed liabilities — deferred tax liabilities 699

2. Breakdown of discrepancies between legally effective tax rate and corporate tax rates after application of tax effect

accounting.
Previous consolidated fiscal year
(As of March 31, 2006)

This consolidated fiscal year (As
of March 31, 2007)

Legally effective tax

40.69%
rate

Losses from
entertainment and
other expenses that

can never be deducted 0.09%
Resident and other

taxes on per-capita 031%
basis ’
Valuation reserve _M0T8%
Corporate tax rates

after application of

tax effect accounting 0.31%
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{Concerning securities)

1  Securities available for sale with fair value

Previous consolidated fiscal year
{March 31, 2006)

This consolidated fiscal year
(March 31, 2007)

Division Type Acquisition Book value | Difference Acq:;::non Book value | Difference
cos (thousands of | (thousands of (thousands of | (thousands of
(thousands of IPY) 1Y) (thousands of JPY) IPY)
JPY) JPY)
Securities whose book Shares 1,353,053 1,817,771 464,718 801,148 897,374 96,225
value exceeds their
acquisition cost Subtotal 1,353,053 | 1,817,771 464,718 801,148 897,374 96,225
Securities whose book Shares 667,770 587,995 AT9,775 539,810 373,980 Al165,829
value does not exceed
their acquisition cost Subtotal 667,770 587,995 A79,775 539,810 373,980 | A165,829
Total 2,020,823 2,405,766 384,943 1,340,959 1,271,355 A69,603

2. Securities available for sale sold during the last fiscal year

Last consolidated fiscal year
(from the 1% of April 2005 until the 31* of March 2006)

Current consolidated fiscal year

(from the 1st of April 2006 until the 31st of March 2007)

Sale value Total profit on sale | Total loss on sale Sale value Total profit on sale | Total loss on sale
__(thousand JPY) | (thousands of JPY) | (thousands of JPY) | (thousand JPY) | (thousands of JPY) | (thousands of JPY)
273,982 200,610 62,141 4,053,946 214,887 1,187,985
3 Main securities with no market price
Previous consolidated fiscal year This consolidated fiscal year
Division (March 31, 2006) (March 31, 2007)
Book value (thousands of JPY) Book value (thousands of JPY)
Other stocks and bonds
Non listed stocks 450,483 1,118,881
Investments to investment partnerships 800,000 -
Non listed bonds 300,000 141,443
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4  Refund schedule of other securities with maturity
Previous conselidated fiscal year (March 31, 2006)

{Unit: thousand JPY)

Division

Within 1 year

More than 1 year,
within 5 vears

More than 5 years,
within 10 years

More than 10 year

Claimable assets
Bonds payable

300,000

Total

300,000

This consolidated fiscal year (March 31, 2007)

(Unit: thousand JPY)

Division

Within 1 year

More than 1 year,
within 5 years

More than 5 years,
within 10 years

More than 10 year

Claimable assets
Bonds payable

141,443

Total

141,443
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{Concerning derivative transactions)
Last consolidated fiscai year (from April 1, 2005 to March 31, 2006)
1 Matters related to transaction conditions
(1) Content of transactions
The derivatives transactions used are cap transactions and interest rate swap transactions, which are
interest rate option transactions.
(2) Policy for ransactions
Risk avoidance is set as the objective.
(3) Purpose for the use of these transactions
Interest rate option transactions (cap transactions) and interest rate swap transactions are used with the
objective of leveling the costs of procuring loans.
{(4) Type of risks involved in transactions and management structure
Interest rate option transactions (cap transactions) and interest rate swap transactions each have risks
depending on fluctuations in market interest rates.
It should be noted that the contract parties for transaction in derivatives are highly reliable financial
institutions and that the risk of a breach in contract by these parties is judged to be extremely small.
The executions of these transactions in derivatives are carried out by an executive in charge, the
management thereof is carried out by the accounts manager, and the execution is authorized by the
chairman.

2 Matters related to the market value of transactions
The company withdrew from all derivative trades as of November 10™, 2004,
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Current consolidated fiscal year (from Aprit 1, 2006 to March 31, 2007)
1 Matters related to transaction conditicns
(1) Transaction content
The derivatives transactions used are cap transactions and interest rate swap transactions, which are
interest rate option transactions.
(2) Transaction policy
Risk avoidance is set as the objective.
(3) Purpose for the use of these transactions
Interest rate option transactions (cap transactions) and interest rate swap transactions are used with the
objective of leveling the costs of procuring loans.
{4) Type of risks involved in transactions and management structure
Interest rate option transactions (cap transactions).and interest rate swap transactions each have risks
depending on fluctuations in market interest rates.
It should be noted that the contract parties for transaction in derivatives are highly reliable financial
institutions and that the risk of a breach in contract by these parties is judged to be extremely small.
The executions of these transactions in derivatives are carried out by an executive in charge, the

management thereof is carried out by the accounts manager, and the execution is authorized by the
chairman,

2 Matters related to the market value of transactions
The company withdrew from all derivative trades as of November 10®, 2004.
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(Concerning the reserve for retirement benefits)
1 Qutline of the retirement allowance system used
“The company and its domestic consolidated companies adapted the lump-sumn severance indemnities plan.

2 Details of liabilities on the reserve for retirement benefits

Previous consolidated fiscal year This consolidated fiscal year
(March 31, 2006) (March 31, 2007)
Retirement benefit obligations
9,866 236,338
(thousands of JPY) ’
{1) Reserve for retirement benefits
‘ 9,866 236,338
(thousands of JPY)

(Note) The Company and the domestic subsidiaries use the simple method for accounting the retirement allowance liabilities.

3 Details of expenditure on the reserve for retirement benefits

Last consolidated fiscal year
{April 17 2005 to March 317 2006)

This consolidated fiscal year
(Aprit 1% 2006 to March 31 2007)

Retirement benefit costs
(thousands of JPY)

(1) Service costs (thousands of JPY)

3,036

3,036

52,971

52.9M

(Note) The company and the domestic subsidiaries use the simple method for accounting the retirement allowance liabilities.
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Notes on stock subscription warrants
Current consolidated fiscal year (from April 1, 2006 to March 31, 2007)

1  Expense amount and items during this consolidated fiscal term

Stock compensation expenses for marketing and general administrative expenses

2 Content of stock subscription warranis

JPY 56,880,000

1* stock subscription warrants | 2™ stock subscription warrants | 3™ stock subscription warrants 4% stock sabscription warrants
Date of resolution | March 2* 2005 August 17® 2005 September 4* 2006 January 1% 2007
Company directors 2
Company auditors 1
Division and Company dim_ctors 6§ Com?a.ny en?ployees 19 Company dirc_cmrs 3 Company directors 3
number of Company auditors 3 Subsidiary directors 1 Company auditors 3 Company employees 24
appointee Company employess 23 Affiliated company directors 4 | Company employees 28
Affiliated company
cmployees 3]
Share types and
pumbers granted 1,600,000 common shares 900,000 common shares 1,900,000 common shares 1,900,000 common shares
Notes t,2
Date of grant March 2* 2005 August 25% 2005 September 4™ 2006 January 16% 2007
Employment from the date of | Employment from the date of Employment from the date of | Employment from the date of
Fixed terms grant to right fixed date. grant to right fixed date. grant to right fixed date. grant to right fixed date.
Target employment | (From March 2 2005 to March “(From September 4% 2006t0 | (From January 16® 2007 to
term 9% 2005) — September 18" 2006) January 29 2006)
Right exercise from March 10%, 2005 1o From August 26% 2005 _to From September i9% 2006 to | From January 30% 2007 _to July
period March 9% 2010 March 9% 2010 July 6% 2011 6% 2011

Notes 1. Indication is made after being calculated to number of shares.

2. On April 1, 2005, we performed a share consolidation, combining 10 shares into 1 share. The number of shares

granted as well as exercise price has been adjusted according to the share consolidated,

3 Size of stock subscription warrants and related changes
(1) Number of stock subscription warrants

(Unit: shares)
1% stock subscription 7% stock subscription 3 stock subscription 4% stock subscription
warrants Warrants warTants warrants
Before fixed term — — — —
Beginning of term — — — —
Grent _ _ 1,900,000 1,900,000
Invalidation — _ - —
Fixed term _ _ 1,900,000 1,900,000
Unconfirmed — _ . _
After fixed term
Beginning of term 1,300,000 795,000 — —
Fixed term — — 1,800,000 1,900,000
Exercise of rights - 4,000 — —
Invalidation 160,000 157,000 50,000 30,000
Unexercised
remainder 1,140,000 634,000 1,850,000 1,870,000
Notes  Indication is made after being calculated to number of shares. :
(2) Unit price information (Unit: JPY)
1¥ stock subscription  |2™ stock subscription]| 3™ stock subscription [4™ stock subscription
warrants warrants warrants warrants

Right issue price 260 215 140 84

Average share price at the time of

exercise 163.5 163.5 — —

Fair evaluation value (Grant date) {Note) (Note) 19 15

Note These are stock subscription warrants granted before the change in corporate law, so they are not stated.




(Per share information)

Last consolidated fiscal year
{(April 1® 2005 to March 317 2006)

Net assets per share JPY157.61
Net income per share JPY10.12
Fully Diluted Net Income per Share JPY9.86

As of 1¥ April 2005, consolidation of 10 shares to 1 share was
completed.
The following per share information is based on the
assumption that the consolidation of shares was completed
in the beginning of last term:
Last consolidated fiscal year

Net assets per share JPY1i0.44

Net deficit for the term per share JPY17.34

The fully diluted net profit per share is not recorded as there
is a net loss per share for the fiscal year,

This consolidated fiscal year
{April 1¥ 2006 to March 31% 2007)
Net assets per share JPY80.05
Net deficit for the term per share JPY81.13

The fully diluted net profit per share is not recorded as there is
a net loss per share for the fiscal year.

{Note) Basic structure for calculation
1 Net assets per share

Last consolidated fiscal year This consolidated fiscal year
{(April 1% 2005 to March 31% 2006) (April 1™ 2006 to March 31% 2007)

Total net assets on the balance sheet . 6,544,611
(thousands of yen)
Net assets related to common shares
(thousands of yen) — 6,159,631
Difference between total net assets on
the balance sheet and net asset related
to comimon shares, as used in — 384,980
calculation of net assets per share
(thousands of yen).
Main elements of the disparity
(thousands of JPY)

Share options — 56,880

Minor Shareholders’ Equity — 328,100
Number of outstanding common shares _ 77,105.272
(Shares)
Number of treasury stock (shares) — 159,983
Number of common shares used to
calculate net asset per share (shares) — 76,945,289
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2 Net profit per share, net loss per share and fully diluted net profit per share on the term

Last consolidated fiscal year
(April 1% 2005 to March 31% 2006)

This consolidated fiscal year
{April 19 2006 to March 31* 2007)

Net profit per share or net loss per share
this term

Net profit for the term (thousands of
JPY)

571,997

Net deficit for the term (thousands of
JPY)

6,169,368

Amount not attributable to common
shareholders (thousands of JPY)

Net profit for the term related to
common shares (thousands of JPY)

571,997

Net loss for the term related to common
shares {thousands of JPY)

6,169,368

Average number of shares of common
stock in the term (shares)

56,531,858

76,043,434

Fully diluted net income per share

Net profit on the term after adjustment
(thousands of JPY)

Increase in common stock (shares)

1,505,585

(Number of stock subscription warrants
within that increase (shares))

(1,505,585)

Qutline of residual securities not able to
be included in the calculation of net
profit on the term after adjustment for
residual securities, in order not to have
an attenuated effect

[t] Stock subscription warrants (stock
options) issued according to article
280-20 and 280-21 of the
Commercial Code, as amended in
2001.

Settled at extraordinary general
meeting of shareholders on February
25, 2005 and board of directors on
March 2, 2005: 13,000 rights.

[1] Stock subscription warrants {stock
options) issued according to article
280-20 and 280-21 of the
Commercial Code, as amended in
2001.

Settled at extraordinary general
meeting of shareholders on February
25, 2005 and board of directors on
March 2, 2005: 11,400 rights,
August 17, 2005, 6,340 rights.
Stock subscription warrants (stock
options) issued according to article
236, 238, and 239 of the
Commercial Code

Settled at extraordinary general
meeting of shareholders on February
25, 2005 and board of directors on
March 2, 2005: 18,500 rights,
August 17, 2005, 18,700 rights.
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(Important events subsequent to the balance sheet day)

Last consolidated fiscal year
(April 1¥ 2005 to March 317 2006)

This consolidated fiscal year
(April 1% 2006 to March 31¥ 2007)

1.

Settlement with Nihonbungeisha Co., Ltd.
On May 17, 2006, an amicable settlement was reached in
the suit brought against our company in the Tokyo
District Court on December 25, 2002 by Nihonbungeisha
Co., Ltd. in a dispute over a publishing agreement.
Regarding affiliating with Korea Tender Inc. under the
equity method
On June 16® 2006, we made Korea Tender into an
affiliated company subject to application of the equity
method.
(1) Trade name Korea Tender Inc.
(2) Date of foundation: April 3%, 1997
(3) Representative:  Ho-June, Kim
(4) Capital: 7,682,228,000 Won
(5) Business contents: Portal finance service,
entertainment service, Venture
development business
(6) Shareholders: Ho-June Kim (14.1%),
Namjure Kim (2.31%)
Hegyon Yan (2.16%)
(7 No. of employees: 122
(8) Trends in performance in recent years
The sales for tem ending 317 December 2005
recorded 5.9 billion won, and both ordinary loss and
current net loss were recorded 4.463 billion won.
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(5) Non-consolidated financial statement

(1) Balance Sheet
Last fiscal year This fiscal year
(31 March 2006) (31 March 2007) Increase/Decrease
- Note Share Share Amount
Division symbol Amount {Thousands of JPY) %) Amount (Thousands of JPY) %) (Thousands of JPY)
(Assets)
1 Current assets
1 Cash on hand and in banks 2257927 236,783 A2,021,143
2 Accounts receivable *] 260,796 1,102,217 841,420
3 Securities held in trade _ 17,762 117.762
account
4 Securities in business *% 3,535,150 2,116,719 A1,418383
investment account
5 Film distribution rights efc. 7,497 300,416 292918
6 Advance payments 851,542 — ABS51,542
7 Advance charges 6,542 38,417 31,874
8 Short-term loans receivable *i 2,476,138 1,174,403 41,301,735
9 Accounts due 822,613 169,239 A£653,374
10 Accrued consumption tax etc. 11,384 _ All,384
11 Other 125,415 161,125 35,710
12 Allowance for doubtful A125,970 A576,726 A450,755
accounts
Total current assets 10,229,039 885 4,840,436 729 45,388,603
IT Fixed asscts
1 Tangible fixed assets
(1) Buildings 4224 185,298
Total depreciation cast 1,783 2,440 3,653 181,644 179,203
(2) Tools, firniture and
4
2,783 34,614
Total depreciation cost 2,320 463 5,087 29,527 29,063
(3) Automotive equipment 2,857 2,857
Total depreciation cost 325 2,531 2,057 799 al,731
(4) Land _ 54,843 54,843
Total tangible fixed essets 5,435 0.1 266,814 4.0 261,378
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Last fiscal vear This fiscal year
{31 March 2006) (31 March 2007) Tncrease/Decrease
s Note Share Share
Division symbol Amount (Thousands of JPY) %) Amount (Thousands of JPY) %) Amount (Thousands of JPY)
2. Intangible fixed assets
{1} Software — 3,690 3,690
(2) 'Ijelephone subscription 1,950 1,950 _
rights
(3) Other _ 388 388
Total intangible fixed assets 1,950 0.0 6,029 0.1 4,079
3 Investments and other assets
(1) Investment account 56,421 202,932 146,510
securities
(2) Affiliates’ shares 742,805 926,211 183,405
(3) Affiliates’ bonds 340,500 590,500 250,000
(4) Investment loss reserve — A430,0040 . A430,000
(5) Long-term loans receivable 193,030 1,080,000 886,969
(6) Long-term operating 133,059 126,078 46,980
receivables
(7} Long-term advance charges 650 350 A300
(8) Insurance reserve fund 100,580 — A100,580
(%) Dcpgsits and guarantecs _ 77,147 77,147
received
(10) Other 37,131 3,980 A33,151
(11) Allowace for doubtful 295,353 A1,047,258) AT51,905
accounts
Total investments and ofher 1308826 | 113 1,520942 | 23,0 21,116
assets
Total fixed assets 1,316,211 114 1,802,786 271 486,574
Total assets 11,545,251 100.0 6,643,222 100.0 A4 502,028
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Last fiscal year This fiscal year Increase/Decrease
(31 March 2006) (31 March 2007)
Division Nots Amount Share Amount Share Amount
symbol {Thousands of JPY) (%) (Thousands of JPY) (%) (Thousands of JPY)
(Liabilitics)
1 Circulating liabilities
1 Trade accounts payable 68,531 65,566 A2,965
2 Accounts payable 245,755 595,559 349,804
3 Stock subscription warrants 13,530 — A13,530
4 Accrued taxes on income 21,183 13,409 AT, 774
5 Accrued consumption tax — 8,937 8,937
6 Accrued expenses 5,718 5,092 A626
7 Advance receipts 6,024 3,858 A2,165
8 Money in custody 36,704 4,186 A32,517
9 Deferred tax liabilitics 155,933 —_ A155,933
10 Litigation rcse'rve 22,800 —_ A22,800
11, Other 12,040 13,247 1,207
Total current liabilities 588,221 5.1 709,857 10.7 121,636
I Fixed liabilities

1 Long-term accounts payabls 1,932 — A1,932
2 Deferred tax liabilities 699 — AGS9
3 Reserve for retirement benefits 6,885 11,358 4,471
4 iﬁ:’:fg:g;’::; 21,860 26,825 4,965
5 Izeup?j;? and guarantees 300 300 _
6, Other 1,164 166 A998
Total fixed liabilities 32,843 0.3 38,649 0.6 5,806
Total liabilities 621,064 54 748,507 11.3 127,442
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Last fiscal year This fiscal year
(31 March 2006) (31 March 2007) Increase/Decrease
e Note Amount Share Amount Share
Drvision symbol|  (Thousands of JPY) %) (Thousands of JPY) () | Amount (Thousands of JPY)
(Shareholders Equity)
1. Capital stock *2 3,371,405 29.2 — — A3,371,405
11. Capital surplus
1 Capital reserves 3,639,666 —
2 Other capital surplus
Balance in decrease of capital 3,055,743 —
Gains on disposal of treasury
stock -
Total capital surplus 6,695,409 58.0 _ _ 46,695,409
III Retained ¢arnings
1 Disposal of unappropriated 665467 _
profit
Total earned surplus 665,467 5.7 — — A665,467
IV Unrealized revaluation loss on '
other investment secarities 228,300 2.0 — — A228,309
Treasury stock *3 Al6,405 AD3 _ — 36,405
Total sharehalders' Equity 10,924,186 04.6 — — Aal0,924,186
Total debt and equity 11,545,251 | 100.0 — — Al1,545 251
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Last fiscal year

This fiscal year

(31 March 2006) (31 March 2007) Increase/Decrease
Division sy}'::::l mouﬁ:su?f PY) S(I::.I)e mou:anmg::tf PY) S(l:;;e Amouat (Thousends of JPY)
(Nect Assets)
1 Sharcholders' equity
1 Capital — — 4,239,467 63.8 4,239,467
2 Capital surplus
(1) Capital reserves - 4,500,912
(2) Other capital surplus — 3,015,293
Total capital surplus — — 7,516,206 113.1 7,516,206
3 Retained eamings
{1)  Other retained earnings
Sa;"gx;;:e’ retained — 55,834,767
Total earned surplus — — A5,834,767 | A878 AS5,834,757
4 Treasury stock _ _ A13467 | AD2 A13,467
Total sharcholders' equity _ — 5907438 | 889 5907438
[ Variance of estimate
e - oo
Total variance of estimate — — A69,603 ALD A69,603
I Stock subscription warrants —_ —_ 56,880 0.8 56,880
Total net assets — —_ 5,894,715 88.7 5,894,715
'::sﬁ:ﬂiabﬂiﬁ“ and net N 6643222 | 1000 6,643,222
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(2) Income Staterment

Last fiscal year This fiseal year
(From 1™ of April 2005 to the 31" of | (From 1™ of April 2006 to the 31* of Increase/Decrease
March 2006) March 2007)
L Note Amount o Amount i Amount
Division symbol|  (Thousands of ) [R2%° 08| nousanasorseyy  |R®O Y| (housands of 1PV
1. Sales
1 Music and motion picture 49,426 19277 430,149
business
2 Management consulting fees *1 180,000 330,000 150,000
3 Profits from management of
securities in business 1,638,053 _ 41,638,053
investment account
4 Sales of business imvestment 2,088,141 1,887,006 201,044
account securntes
5 Other sales 2 28,975 3,984,596 100.0 24,301 2,260,675 100.0 A4,673 A1,723,920
11 Cost of sales
1 Music and motion picture 88,373 115,116 26,742
business
2 Cost of profits from
mangzgement of securities in - 20,408 20,408
business investment account
3 Costofsales of business 1,687,691 | 1776065 | 446 | 2,821,684 | 2957210 1308 | 1,133,993
investment account securities
Gross profit (loss) on sales 2,i08,531 554 AGD6,534 A30.8 A2 905,066
I Selling and general .
i . . 7
inistrative cxpenses 3 922,231 231 664,527 294 A257,704
Openating profit (loss) 1,286,299 323 21,361,062 A60.2 42,647,361
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Last fiscal year This fiscal year
(From 1* of April 2005 to the 31 of | (From 1™ of April 2006 to the 31% of Increase/Decrease
March 2006) March 2007)
Divisioa Note Amount Ratio Amount Ratio Amount
symbol|  (Thousands of JPY) (%) (Thousands of JPY) (%) (Thousands of JPY)
IV. Non- operating income
1 Interest received 74,910 162,247 87,336
2 Exchange gain and loss 5303 15,601 14,297
3 Appraisal profit on
o ity futures trading - 4,160 4,160
4 Sundry incomes 9,806 90,121 2.3 29,600 215,609 9.5 19,693 125,487
V Non- operating expenses
1 Interest paid 15,824 _ Al15,824
2 Loss on insurance surrender 57,552 50,443 A7,108
3 New share issue expense
amortization 37,557 - 437,557
4 Stock delivery fee — 5,466 5466
5 Sundry losses 19,737 130,672 33 25,357 81267 36 5,619 549,405
Ordinary Profit (A indicates
ordi loss) 1,245,748 313 41,226,720 A543 A2,4T2468
V1 Extraordinary profits
1 Profit on sales of investment 161,161 7,463 A153,698
securnties
2 Reversal of allowance for 480,609 _ A480,600
doubtful accounts
3 Profit from dividend 14,345 _ A14,345
exclusion
4 Litigation reserve 37,200 - A37,200
5 Guin from forgiveness of 21,846 1137 A10,709
debt, etc.
6. Other _ 715,162 t7.9 891 19,492 0.9 891 AE95,670
VII Extraordinary losses
1 Loss on transfer of debts 509,013 288,150 A220,852
2 Appraisat losses on securities
in business investment 700,000 2,893,402 2,193,402
account
3 Appm.J.r..al loss on investment 58,513 1,610 456,903
securities
4 Investment loss reserve — 430,000 430,000
5 Loss f"_’ sales of affiliates 10,868 _ A10.898
securities
6 ,
Profit .c!n sales of investment _ 9.637 9637
securities
4 ..
Provisien for doubtful _ 1,481,683 1,481,683
accounts
8 Appmisal losses on affiliates’
hares — 170,000 170,000
9. Other 15,807 1,254,232 325 16,704 5,291,188 234.0 897 3,996,956
Net profit (loss) before taxes 666,678 16.7 A6,498416 | A2B74 A7,165,094
c . . .
orporatton, resident and business 1210 1.210 0.0 1,818 0.1 607
taxes
Net income on the term
{4 indicates net loss on the term) 665,467 16.7 A6,500,235 | A287.5 A7,165,703
Endisposed accurmulated profit at
the end of the term 665.467 -
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(3) Appropriation Statement

31" term

Fiscal year ended March 31st 2006

Division

Note
symbol

Amount (Thousands of JPY)

Disposal of unappropriated profit for
this fiscal period

1 Disposal of unappropriated profit

II Appropriation of earnings

III Retained earnings brought forward
to the next period

Disposition of other capital surplus

[ Other capital surplus

I Disposal amount of other capital
surplus

III Amount of other capital surplus
carried forward

665,467

665,467

3,055,743

3,055,743




(4) Statement of Capital Stock Variation
This fiscal year (From 1% of April 2006 to the 31% of March 2007)

Shareholders’ Equity
Capitat lus
Capital stock : fplla P :
Legal capital surplus | Other capital surplus | Total capital surpius

Balance as of March 31, 2006
(thousand of JPY) 3,371,405 3,639,666 3,055,743 6,695,409
Variation during this fiscal year

Issuance of new shares 868,062 861,246 - 861,246

Net Income - - - —

Acquisition of treasury stock — - - —

Disposal of treasury stock _ _ A40,450 A40,450

variation during this fiscal

year other than shareholders’ — — — -

equity (net value)
Total variation during this fiscal
year (thousands of JFY) 868,062 861,246 440,450 820,796
Balance as of March 31, 2006
(thousand of JPY) 4,239,467 4,500,912 3,015,293 7,516,206

Shareholders’ Equity
Retained earnings
Retained eamings Treasury stock Total s‘lazciairngtt;olders
Total earned surplus
M

Balance as of March 31, 2006
(thousand of JPY) 665,467 665,467 A36,405 10,695,876
Variation during this fiscal year

Issuance of new shares — - — 1,729,308

Net Income A6,500,235 46,500,235 - A6,500,235

Acquisition of treasury stock - - Al187,511 Al87,511

Disposal of treasury stock — —- 210,450 169,999

Variation during this fiscal year other

than sharcholders’ equity (net value) — - - -
Total variation during this fiscal year
(thousands of JPY) Y 46,500,235 46,500,235 22,938 4,788,438
oBflﬁ,“g as of March 31, 2006 (thousand A5,834,767 5,834,767 213,467 5,907,438

Variance of Estimate
Unrealized revaluation - Share options Total net assets
: Total variance of
loss on other investment :
securities estimate

SRy s of March 31, 2006 (thousand 228,309 228,309 13,530 10,937,716
Variation during this fiscal year

Issuance of new shares _ — — 1,729,308

Net Income - - - A6,500,235

Acquisition of treasury stock - - — Al87,511

Disposal of treasury stock — — — 169,999

Variation during this fiscal year other

than shareholdess’ equity (net value) 297,913 4297,913 43,350 A254,563
Total variation during this fiscal year
(thousands of IPY) g y A297,913 4297913 43,350 A5,043,001
Balance as of March 31, 2006
(thousand of JPY) A69,603 A69,603 56,880 5,894,715
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Significant Accounting Principles

[tem

Last fiscal year
(April 1* 2005 to March 31* 2006)

This fiscal year
(April 1" 2006 to March 31 2007)

1 Standards and methods for
the valuation of major assets

(1) Inventories
Film distribution rights ete.
are depreciated within a 12-month
depreciation period from the time they
are provided for business based on the
serial method, using individual method.

{1) Inventories

Products, goods in process, film

distribution rights and TV broadcast

rights.

Cost accounting method based on the

individual method
However, in regard to film
distribution rights amortized using
the sum-of-the-years'-digits-
method within 12 repayment
months from point in time when
provided for business.
Furthermore, TV broadcasting
rights are written off using equal
instalilment method according to
the term of each rights.

(2} Securities
[1] Shares of subsidiaries and affiliates
Cost accounting method based on
moving average method

£2]

(2) Securities
[1] Shares of subsidiaries and affiliates
Same as on the left
[2] Sale purpose securities
Market price method (cost of products
sold are calculated according to
moving-average method}

[3] Other marketable securities
Ttems with market value

Fair value based on the market
price at the closing date of the
fiscal term. (Valuation differences
are directly charged or credited to
the shareholder’s equity and cost
of securities is computer by the
moving average method)

[3] Other marketable securities
Items with market value

Fair value based on the market
price at the closing date of the
fiscal term. (Valuation differences
are directly charged or credited to
the shareholder’s net equity and
cost of securities is computer by
the moving average method}

Securities with no market price:
Cost accounting method based on
moving average method

Securities with no market price:
Same as on the left

(3) Derivatives (3) Derivatives
) Market value method Same as on the left
2 Methods for depreciation of (1) Tangible fixed assets (1) Tangible fixed assets
fixed assets Declining balance method Declining balance method

The main periods of useful life are
shown below.
Facilities pertaining to buildings:
810 15 years
Machinery and equipment:
2 to 20 years
Automotive equipment: 2 years

The main periods of useful life are
shown below.
Buildings: 24 to 39 years
Facilities pertaining to buildings:
3to I8 years
Building structures: 10 to 20 years
Automotive equipment: 2 years
Machinery and equipment: 2 to 20 years

(2) Intangible fixed assets
Straight-line method
Furthermore, software for company use
is depreciated using the straight-line
method over its period of available use
within the company (3-5 years).

(2) Intangible fixed assets
Same as on the left

3 Methods for the handling of
deferred assets

{1) Cost of issuing corporate bonds
The cost of issuing corporate bonds
is depreciated over the longest
available term (3 years) using the
average price during each fiscal year.

(1) Cost of issuing corporate bonds
Same as on the left
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Item Last fiscal year This fiscal year
{April 1% 2005 to March 31% 2006) (April 1* 2006 to March 31 2007)
(2) Stock delivery fees (2) Stock delivery fees
The total amount of costs is The total amount of costs is

expensed at the time of investment.

expensed at the time of investment.

4 Currency exchange method
for foreign currency assets

Foreign currency assets and liabilities are
mainly set as yen equivalents according to

Same as on the left

and debt to domestic the exchange rate on the consolidated day
currency of settlement.

5 Accounting standards for (1) Allowance for doubtful accounts (1) Allowance for doubtful accounts
significant reserves In order to provide for losses due to Same as on the left

doubtful accounts of credit, general
credit will be reckoned by a loan loss
ratio and fixed credit such as credit
for doubtful accounts will be
considered individually depending
on the probability of recovery and
forecasting uncollectible loans.

(2) Accrued pension cost
For the payment of retirement and
severance benefits to employees,
accrued pension costs are reserved at
the amount incwrred in the current
period based on the projected benefit
obligation and the fair value of plan
assets as of the current period end.

(2) Accrued pension cost
Same as on the left

(3) Reserve for directors' retirement
allowances
Accrued severance indemnities are
reserved for the payment of
retirement and severance benefits to
directors. The reserve for the future
payments is fully provided based on
the internal rule for directors’
severance indemnities.

(3) Reserve for directors’ retirement
allowances
Same as on the left

(4) Litigation reserve
In order to provide for losses in
litigation, to be reckoned by
estimating loss.

(4) Litigation reserve
Same as on the left

6 Recording methods for profit
and cost

In the event of the sale of marketable
securities for business investment in the
form of unlistad shares, the amount of
sales of marketable securities for
business investment is the sum of sales
of marketable securities for business
investment that have been purchased for
the purpose of investment growth, and is
determined by dividends and interest
received. The sale price of marketable
securities for business investment is
determined by the securities book value,
fees paid and valuation loss.

In the event of the sale of marketable
securities for business investment in the
form of listed shares, the profit from
management of marketable securities for
business investment is determined by the
net profit or loss on the sale.

Same as on the left
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7. Accounting methods for
lease transactions

Financial lease transactions other than in
cases in which the ownership of the
leased property is transferred to the lessee
are accounted using the accounting
method applicable to ordinary lease

transactions.

Same as on the left




Item

Last fiscal year
(April 1% 2005 to March 31" 2006)

This fiscal year
(April 1* 2006 to March 317 2007)

8 Methods for financial hedge

accounting

(1) Methods for financial hedge

accounting

The gain or loss or unrealized gain or
loss based on the market value when
hedged is accounted for as assets or
liabilities by the deferred accounting
method until the hedged object gain
or loss is realized.

{1} Methods for financial hedge
accounting
Same as on the left

(2) Hedging instrument and hedge
objective
Hedging instrument: Swap on
interest
Hedge objective: Debt loan

(2) Hedging instrument and hedge
objective
Same as on the left

(3) Hedging policy
In order to hedge interest volatility
risk, we use derivatives transactions
only when necessary.

(3) Hedging policy
Same as on the left

(4) Effective valuation method of hedging
From the start of hedging and
determination period of
effectiveness, we compare the
accumulating total of hedge
objective and hedging instrument
fluctuation rate, and use the
difference as the basis for judgment.

(4) Effective valuation method of hedging
Same as on the left

9 Other significant items in
preparation of the financial

statement

(i} Accounting methods for taxes
A before-tax method is used.

(ii) Account processing of securities in
business investment account
Marketable securities acquired as
Mé& A business transactions for the
purpose of business investment are
counted as current assets as marketable
securities for business investment.
Profits and losses on such transactions
are shown as operating income and
expenses. Note that although these
investments may temporarily meet the
requirements of controlling the
decision-making body of the entity
being invested in, and of exerting
significant influence over this entity,
we deem that such entities are neither
subsidiaries nor affiliated companies,
because the purpose of the share
acquisition is business investment and
not acquisition of a controlling stake.

(i} Accounting methods for taxes
Same as on the left
(ii} Account processing of securities in
business investment account
Same as on the left
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Changes in Significant Accounting Principles

Last fiscal year
(April 1% 2005 to March 31 2006)

This fiscal year
(April 1% 2006 to March 31" 2007)
P

(Accounting method on impairment of loss on fixed assets)
Starting this fiscal year, the company is applying the
Accounting method for impairment of loss on fixed assets.
(This method applies the Statement of position on the setting
of accounting methods for the impairment of loss on fixed
assets (Business Accounting Council, ot August 2002) and
the “Guidelines for the application of accounting standards
for the impairment of loss on fixed assets” (Accounting
Standards Board of Japan, 31* October 2003, Guidelines for
the application of corporate accounting standards, No.6).
The change has no influence on the balance sheet.

(Accounting standards for the indication of net assets in
balance sheets)

Starting this fiscal year, the company is applying the
“Accounting method on indication of net assets in balance
sheets.” (Corporate accounting standards No.5, 9 December
2005) and “Guidelines for the application of accounting
standards on indication of net assets in balance sheets”
{Guidelines for the application of corporate accounting
standards, No.8, 9 December 2005).

The equivalent total value for accounting shareholders’
equity to date is JPY5,837,835,000.

From this fiscal year, the company will employ the revised
Financial Statement rules for net assets in the Balance Sheet,
following amendment of the said rules.

(Accounting methed on stock subscription)

Starting this fiscal year, the company is applying the
“Accounting method on stock subscription.”, (Corporate
accounting standards, No.8, 27" December 2005, Accounting
Standards Board of Japan) and the "Guidelines for application
of accounting standards on stock subscription” (Guidelines
for the application of corporate accounting standards No.11,
final amendment 31™ May 2006, Accounting Standards Board
of Japan).

As a result, the unadjusted net current losses such as sales
losses, ordinary losses, and taxes increased by
JPY56,880,000.
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Last fiscal year “
(April 1" 2005 to March 317 2006)

This fiscal year
(April 1* 2006 to March 31" 2007)

Balance Sheet

The “deposits and guarantees received” which has
been categorized under the “others” in asset division
of investment others will be divided and categorized
under a new category due to the amount surpassing
1/100 of total asset of current fiscal year. The
“deposits and guarantees received” during the last
fiscal half year included as “others” in asset division
of investment others was JFY33,151,000.
Statement of Income and Loss

With the application of “Near-term handling of

account processing for deferred assets” from
Administrative Report No.12, the item stated as
“New share issue expense amortization” in the
previous fiscal year is now indicated as “stock
delivery fees”.

— 69—




Notes Concerning the Non-consolidated Financial Statement

Notes to the balance sheet
Last fiscal year This fiscal year
{31 March 2006) (31 March 2007)

*1 Assets and liabilities from affiliated companies
Items which are not categorized and
are included in other sections are as

stated below. JPY'1,384,572,000

Long term loans receivable

Accounts receivable JPY 221,887,000

*2 Number of authorized common

shares shares 190,000,000 shares

Issued shares COMMON  ¢¢ 956,000 shares
shares

*3 Treasury stock

Our company holds 159,983 shares of commeon treasury

stock.

*4, Contingent liability

Guarantee liabilities
The compeany guarantees the bank borrowing of the
company named below.
Sweet Basil Inc.
Borrowed indebtedness

JPY194,670,000

*1 Assets and liabilities from affiliated companies
Items which are not categorized and
are included in other sections are as

stated below. JPY422,589,000
Long term loans receivable
Accounts due JPY 107,056,000
Long term loans receivable JPY 1,000,000
*2
*3

4. Contingent liability

Guarantee liabilities
The company guarantees the bank borrowing of the
company named below,
Sweet Basil Inc.
Borrowed indebtedness

JPY1594,670,000
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Last fiscal year
(31 March 2306)

This fiscal year
(31 March 2007)

Regarding losses and awards in litigation

On May 23, 2004, Yigrek Co., Ltd initiated as a plaintiff a
demand for payment (demanding a sum of 59,000,000 yen)
at the Tokyo District Court against our company as
defendant related to the transaction framework of television
program broadcasting. This action is currently in trial.

(2) On December 25, 2002 in the Tokyo District Court,
Nihonbungeisha Co., Ltd. commenced proceedings in
which our Company was named as defendant claiming
compensation for damages related to a publishing
agreement (Amount claimed approx. JFY22,000,000).
Although the claim was being litigated as of March 31, an
amicable settiement was reached on May 17, 2006, and the
dispute has been resolved.

Our company believes the matter stated in (1) above has no
legitimacy, and we are resolved to asserting this clearly in
court.
5 Disposition of deficit as approved at the annual
general meeting of shareholders opening at the 27th of
June 2003 is as following:

Legal capital surplus JPY3,899,860,000
Total JPY3,899,860,000
Disposition of deficit as approved at the annual
general meeting of shareholders opening at the 29th of
June 2004 is as follows:

Legal capital surplus JPY2,471,549,000
Eamed legal reserve JPY19,000,000
Total JPY2,490,549,000

*6 “Investment account security for sales” includes
JPY 957,000,000 in securities from lease agreement loans.

Limitatien of dividends

Due to application of current price to the asset according to
old Business Law Article 124 number 3, the increased net
asset value is JPY228,309,000,

Regarding losses and awards in litigation

On May 23, 2004, Yigrek Co., Ltd initiated as & plaintiffa
demeand for payment (a sum of JPY 59,000,000 yen) at the
Tokyo District Court against our company as defendant
refated to the transaction framework of television program
broadcasting. The judgment of the court on March 14, 2007
ordered that our company should pay the amount of
JPY2,835,000,000. Said payment has been completed and
the action is concluded.

(2) On December 25, 2002 in the Tokyo District Court,
Nihonbungeisha Co., Lid. commenced proceedings in
which our Company was named as defendant claiming
compensation for damages related to a publishing
agreement (Amount claimed epprox. JPY22,000,000).
Although the claim was being litigated as of March 31, an
amicable settlement was reached on May 17, 2006, and the
dispute has been resolved.

*6.
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(Notes to the income statement})

Last fiscal year
(April 1™ 2005 to March 31% 2006)

This fiscal year
{April 1% 2006 to March 31% 2007)

*1 Volume of business with affiliated companies

Guidance fee JPY 180,000,000

*2 Sales in “Other” consists mainly of rental income of real
estates JPY9,568,000 and income from collection of
claims JPY18,609,000,

*3 The approximate division between expenses under
selling and those under general is 60% to 40%,
respectively, and the main expense items and their values
are:

Commissions paid JPY 524,704,000
Salary 90,895
Taxes and public dues 74,824
Rent 46,747
Depreciation 20,166
Proviston for directors’ retirerent
allowance 2,242
Retirement allowance expenditure 2,134

*1 Volume of business with affiiiated companies
Guidance fee JPY'330,000,000

*2 Sales in “Other” consists mainly of rental income of real
estate to the value of JPY24,301,000.

*3 The approximate division between expenses under
selling and those under general is 27% to 73%,
respectively, and the main expense items and their

values are:

Commissions paid JPY 178,365,000
Salary 108,221
Rent 70,398
Stock compensation expense 56,880
Taxes and public dues 46,421
Provision for accrued bonuses 27,853
Depreciation 6,675
Provision for directors’ retirement 4,965
allowance

Retirement allowance expenditure 4,471
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(Notes to statement of capital stock variation)
This fiscal year (From 1* of April 2006 to the 31* of March 2007)
1 Matters related to treasury stock

Last fiscal year, as of the

315t of March 2005 Increase

Type of share

Decrease

End of this fiscal year

Common shares 156

{Thousand shares) 2,500

2,500

159

(General outline of changes)
The main reason for the increase is as follows:
Increase due to market purchases 2,500,000 shares
The main reason for the decrease is as follows:
Decrease due to transfer to Union Holdings Co., Ltd. 2,500,000 shares




(Notes concerning lease transactions)

Last fiscal year
(April 1% 2005 to March 31* 2006)

This fiscal year
{(April 1¥ 2006 to March 31¥ 2007)

Financial lease transactions other than cases in which the
ownership of the leased property is transferred to a lessee,

Financial lease transactions other than cases in which the
ownership of the leased property is transferred to a lessee.

1 Values equivalent to the acquisition cost, the accurnutated
depreciation and the book value of the fiscal year.

1 Values equivalent to the acquisition cost, the accumulated
depreciation and the book value of the fiscal year.

Eqmyz}lf:nt AccumulatediBook value at Equivalent Accumulated [Book value at
acquisition . d acquisition d iati d
costs depreciation | year en P epreciation | year en
(thousands of (thousands of| (thousand (thousands of] (thousands of| (thousand
PY) JPY) JPY) JPY) JPY) JPY)
Facilities Facilities
pertaining to 40,523 26,340 14,183 pertaining to 40,523 34,445 6,078
buildings buildings
Total 40,523 26,340 14,183 Total 40,523 34,445 6,078

(Note) The above mentioned amounts do not contain interest
€XPenses.

(Note) The above mentioned amounts do not contain interest
expenses.

2 Value equivalent to the balance of unexpired lease
payments at the end of the fiscal year

2 Value equivalent to the balance of unexpired lease
payments at the end of the fiscal year

Within one year JPY8,553,000 Within one year JPY 7,235,000
More than 1 year JPY7,235,000 More than 1 year —
Total JPY16,189,000 Total JPY7,235,000
(Note) The above mentioned amounts do not contain interest | (Note) The above mentioned amcunts do not contain interest
expenses. €Xpenses.

3. Lease payment, value equivalent to the depreciation
cost, and value equivalent to the interest cost

Lease payment JPY9,996,000
Value equivalent to depreciation cost JPY$,104,000
Value equivalent to the interest JPY1,776,000

expense

3. Lease payment, value equivalent to the depreciation
cost, and value equivalent to the interest cost

Lease payment JPY 9,996,000
Value equivalent to depreciation cost JPY8,104,000
Value equivalent to the interest JPY1,042,000

expense

4 Method of calculation of the total depreciation cost
The value equivalent to the depreciation cost is calculated
in accordance with the straight- line method based on the
lease period as useful life and a zero residual value.

4 Method of calculation of the total depreciation cost
The value equivalent to the depreciation cost is calculated
in accordance with the straight- line method based on the
lease period as useful life and a zero residual value.

5 Method for calculation of the value equivalent to the
interest cost
The difference between the total lease fee and the
equivalent acquisition value is taken to be the value of
interest, which is distributed between terms in accordance
with the interests method.

5 Method for calculation of the value equivalent to the
interest cost
The difference between the total lease fee and the
equivalent acquisition value is taken to be the value of
interest, which is distributed between terms in accordance
with the interests method.
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(Conceming securities)

Last fiscal year (as of the 31st of March 2006)
Subsidiaries companies end affiliates with market price

Division Book value (thousands of JPY) Market value Difference
(thousands of JPY) (thousands of JPY)
(1) Shares in subsidiaries _ — —_
(2) Shares in affiliated
companies 230,790 296,508 65,718
Total 230,790 296,508 65,718
Current fiscal year (as of the 31st of March 2007)
Subsidiaries companies and affiliates with market price
Book value Market value Difference
Division (thousands of JPY) (thousands of JPY) (thousands of JPY)
(1) Shares in subsidiaries — — —
(2) Shares in affiliated
companies 598,234 631,391 33,157
Total 598,234 631,351 33157
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(Notes on tax benefit accounting)

1.

Deferred tax assets:

Amount exceeding the limit of the allowance
for doubtfitl accounts recorded under
deductible expenses

Valuation loss on inventories not recognized
in the deductible expenses

Over depreciation of film rights

Valuation loss on investment securities not
recognized in the deductible expenses

Denial of investment loss reserve

Deficit brought forward

QOthers

Deferred tax assets subtotal
Valuation reserve

Total deferred tax assets
Deferred tax liability

Unrealized revaluation loss on other
investment securities

Total deferred tax liabilities
Deferred tax assets net total

Breakdown of deferred tax assets and liabilities by major causative factor

(Unit: thousand JPY)

Last fiscal year This fiscal year

{As of March 31 2006) {(As of March 317 2007)

- 473,649

193,733 175,388

15,537 18,103

1,234,266 2,481,420

- 174,967

6,950,193 7,690,537

32,096 40,354

8,425,827 11,054,431

AB,425,827 Al1,054,431

156,633 —

156,633 -

A156,633 -

(Note) The total deferred tax assets are contained in the balance sheet under the following items:

(Unit: thousand JPY)

Current assets — deferred tax assets

Fixed assets — deferred tax assets

Current liabilities — deferred tax liabilities
Fixed liabilities —~ deferred tax liabilities

Last fiscal year This fiscal year

(As of March 31* 2006) (As of March 31% 2007)
155,933 —
699 -

2. Breakdown of discrepancies between legally effective tax rate and corporate tax rates afier application of tax effect

accounting.

Last fiscal year This fiscal year
{As of March 31st 2006) {As of March 315t 2007)
Since we have recorded the net
Legally effective tax rate ~ 40.69% deficit for the period before

Losses from

entertainment and other

expenses that can never 0.04%
be deducted

Resident and other taxes

0.18%

on per-capita basis
Valuation reserve A40.73%
Corporate tax rates after

application of tax effect
accounting

0.18%

taxation, this is not recorded.




(Per share information)

Last fiscal year
(April 1% 2005 to March 317 2006)
Net assets per share JPY158.79
Net income per share IPY11.77
Fully Diluted Net Income per Share JPY11.47

As of 1" April 2005, consolidation of 10 shares to 1 share
was completed.

The following per share information is based on the
assumption that the consolidation of shares was completed
in the beginning of last fiscal year:

Last fiscal year

Net assets per share JPY110.63

JPY17.32

The fully diluted net profit per share is not recorded as there is
a net loss per share for the fiscal year.

Net deficit for the term per share

This fiscal year
(April 17 2006 to March 31* 2007)
Net assets per share JPY75.86
Net deficit for the term per share JPY85.48

The fully diluted net profit per share is not recorded as there is
a net loss per share for the fiscal year.

(Note) Basic structure for calculation
1  Net assets per share

Last fiscal year This fiscal year

{April 17 2005 to March 317 2006) (April 17 2006 to March 31% 2007)
Total net assets on the balance sheet 5894715
(thousands of yen) - e
Net assets related to common shares
{thousands of yen) - 5,837,835
Difference between total net assets on the
balance sheet and net asset related to 56.880
common shares, as used in calculation of - ’
net assets per share (thousands of yen).
Main elements of the disparity
{thousands of JPY)

Share options — 56,880
g;mar:; of outstanding common shares _ 77,105,272
Number of treasury stock (shares) — 159,983
Number of common shares used to
calculate net asset per share (shares) — 76,943,289
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2 The methods employed for calculating net profit per share, net loss per share and fully diluted net profit per share on the

term are as stated below.

Last fiscal year
(April 17 2005 to March 31" 2006)

This fiscal year
(April 1% 2006 to March 317 2007)

Net profit per share or net loss per share
this term

Recurrent net profit (thousands of JPY)

665,467

Net deficit for the term (thousands of
IPY)

6,500,235

Amount not attributable to common
shareholders (thousands of JPY)

Net profit for the term related to
common shares (thousands of JPY)

665,467

Net loss for the term related to common
shares (thousands of JPY)

6,500,235

Average number of shares of common
stock in the term (shares)

56,531,858

76,043,434

Fully diluted net income on the term,
per share

Net profit on the term after adjustment
(thousands of JPY)

Increase in common stock (shares)

1,505,585

(Number of stock subscription warrants
within that increase (shares))

(1,505,585)

Outline of residual securities not able to
be included in the calculation of net
profit on the term after adjustment for
residual securities, in order not to have
an attenuated effect

[1] Stock subscription warrants (stock
options) issued according to article
280-20 and 280-21 of the
Commercial Code, a5 amended in
2001.

Settled at extraordinary general
meeting of sharcholders on
February 25, 2005 and board of
directors on March 2, 2005: 13,000

rights.
Furthermore, the above [1] General
outline of stock subscription

warrants” is as stated in “No.4
Status of submitted companies, |
Status of shares etc.”, (2) Status of
stock subscription warrants”.

[1] Stock subscription warrants (stock
options) issued according to article
280-20 and 280-21 of the
Commercial Code, as amended in
2001.

Settled at extraordinary general
meeting of shareholders on
February 25, 2005 and board of
directors on March 2, 2005: 11,400
rights, August 17, 2005, 6,340
rights.

3. Stock subscription warrants (stock
options) issued according to article
236, 238, and 239 of the
Commercial Code
Settled at extraordinary general
meeting of sharcholders on June 27,
2006 and board of directors on
September 4, 2006: 18,500 rights.
Portion settled at board of director
meetings on December 2, 2005:
18,700 rights.




(Important events subsequent to the balance sheet day)

Last fiscal year This fiscal year
(April 1% 2005 to March 317 2006) {April 1" 2006 to March 31" 2007)

1. Settlement with Nihonbungeisha Co., Ltd.
On May 17, 2006, an amicable settlement was reached in
the suit brought against our company in the Tokyo District
Court on December 25, 2002 by Nihonbungeisha Co., Ltd.
in a dispute over a publishing agreement.
2. Regarding affiliating with Korea Tender Inc. under the
equity method
On June 16% 2006, we made Korea Tender into an
affiliated company subject to application of the equity
method.
(1) Trade Name: KoreaTender Inc.
(2) Date of foundation: April 3%, 1997
(3) Representative: Ho-June, Kim
(4) Capital: 7,682,228,000 Won
(5) Business contents: Portal finance service,
entertainment service,
Venture development business
(6) Shereholders: Ho-June Kim (14.1%),
Namjune Kim (2.31%)
Hegyon Yan (2.16%)
(7) No.of employees: 122
(8) Trends in performance in recent years
Sales in the term to December 2005 reached 5.9
billion Won, with ordinary loss and net deficit for the
term each standing at 4.463 billion Won.




6. Other
(1) Change of officials (Planned for June 27" 2007)
[1] Change of representative
1. Chairman and president Tomoyuki Yokohama (scheduled to take a position as a non-executive director for
this company).
[2] Other changes of officials (Planned for June 27" 2007)
1. Candidates for new representative director
Nothing relevant to report.
2. Candidates for new directors
Murakami {(currently our legal director)
Takeshi Sakamoto  {currently our accounts manager and operating officer_,
Yutaka Morohashi  (currently our operating officer for the management planning office).
3. Candidates for new auditor
Shiraishi (currently honorary chairman of Shiraishi Corporation).
Note Mr, Shiraishi is a candidate for the post of external auditor , as stipulated by article 2, clause 16 of
the Corporations Act.
4. Directors scheduled for resignation
Nothing relevant to report.
5. Auditors scheduled for resignation
Takashi Kawada
6. Auditors scheduled for retirement
Nothing relevant to report.
7. Directors scheduled for increases in remuneration
Nothing relevant to report.




[ e Tl r—
0\'.5}2__!“, ::D
ZLL’; \_,r!j! IO fHL © -
oy
Li;f(:f:‘lﬁ'l‘ .
C'_,.:F’uhr [=F ..

June 12" 2007
To our shareholders
Kioicho 4-1, Chiyoda ku, Tokyo
Omega Project Holdings Co., Ltd.
President Yoshiaki Kondo
(Securities identification code: 6819)

Notice of the 32™ Ordinary General Meeting of Shareholders

Dear Sharcholder

The 32*¢ Ordinary General Meeting of Shareholders will take place as stated below.
We hope that you will be able to attend.

If you are unable to attend the meeting on that day, you are able to exercise your
voting rights in writing. Please review the attached reference materials deseribed
below and indicate your approval or disapproval of the proposals on the enclosed
exercise of voting rights form, then return it.

1 Date and time June 27%, 2007 {Wednesday) 10a.m.
2 Venue Shibuya 4-4-25, Shibuya ku, Tokyo
Ivy Hall, Aogaku Kaikan Building, B2F, The Saffron Room
(Please refer to the map to the venue, provided below)
3 Agenda of the Meeting
Matters to be 32" term (April 1%, 2006 to March 31%, 2007)
reported o Delivery of the Business Report
Matters to be voted upon
Proposal 1; 32nd term (April 1st, 2006 to March 31st, 2007)
Approval of consolidated financial statements
Proposal 2: 32nd term (April 1st, 2006 to March 31st, 2007)
Approval of financial statements
Proposal 3:  Decrease of the capital reserves and disposal of surplus
Proposal 4 Appointment of four directors
Proposal 5: Appointment of two auditors
Proposal 6:  Determination of the value of stock options to be used as
remuneration for directors and auditors, and the issue of stock
subscription warrants as stock options.
End
A request
When attending the meeting, please present the enclosed exercise of voting rights
form to the reception at the venue.
If the reference documents for the shareholders’ general meeting and other appended
documents are amended, we will post details of the amendments on our website
(http://’www.omega.co.jp).




Appended Papers

Business Report

April 1%, 2006 to

nd
32%term e rch 317, 2007

Matters related to the current state of this corporate group
The progress and results of business operations, and issues to be addressed

(1) The progress and results of business operations

In this consolidated fiscal year, the Japanese economy was buoyed by factors
such as increased capital investment demand due to improved corporate
profitability and growth in personal consumption, moving stably as the economic
climate showed a gradual trend of recovery. However, there is still cause for
concern over unresolved tensions between Japan and countries in Asia, where we
are building our business base, the appreciation of the Yen, and rising crude oil
prices. These situations require careful observation. Under such an environment,
we will proceed in a positive yet prudent manner, with thorough consideration of
the risks.

We have been devoting considerable efforts to strengthening our financial
foundation, as well as reconstructing our business structure, achieving an
improved financial position and building our current holding company system,

Our operations in entertainment and content, investment, leisure and other
fields involve our consolidated subsidiaries — Omega Project Co., Ltd, Saboten Park
and Resort Inc., Izu Skyline Country Co., Ltd. (formerly Naka-Izu Kougen
Kaihatsu Co., Ltd.), Basara Pictures Co., Ltd), Omega Project Co., Ltd. (Korea) and
Animal Film Bond Company — and our equity-method affiliated companies — M3
Entertainment Corporation, and Grandport Co. Ltd. (Taiwan) — for a total of nine
companies.

In our entertainment and content business, Omega Project Co., Lid. takes the
central role in producing high quality entertainment content. We regard
development in Asia as the most important element of our management strategy,
and we have been concentrating our efforts on establishing a business foundation in
Asia. Specifically, we have co-produced a film with Taiwan, co-hosted film
festivals in China and Japan, and expanded our group to Korea and Taiwan.
Furthermore, from the knowledge and skills we have cultivated over the years, we

-2-




will use new financial schemes which will enable film financing and production at
a comprehensive level, making us an total entertainment company, unparaileled in
our ability to integrate finance and motion picture production.

In our investment business, we have been investing in listed companies and
companies which have good potential for achieving a synergistic effects with our
entertainment and content operations. At the same time, we have planned and
managed content funds integrating film production and finance, and for the Japan-
Taiwan co-production film “Tripping,” we constructed a new kind of financial
scheme to achieve maximum synergistic effect with our entertainment and content
operations. However, some of the securities in our business investment account fell
in value\_ with the decline of the market, and we recorded extracrdinary losses due to
deterioration in the company’s asset values from shares in affiliates. In our future
investment activities, we will apply the body of expertise accumulated by our group
to avoid risks by constructing a stable portfolio, while keeping a close watch on
changes in the market environment.

Our leisure business, a new addition to our business segments from this term,
manages and operates theme parks and leisure sport facilities owned by Saboten
Park and Resort Inc. and Izu Skyline Country Co., Ltd. (formerly Naka-Izu Kougen
Kaihatsu Co., Ltd.) which became our subsidiaries on June 30 2006. In future, we
will pool expertise with the two main axes of our operations, entertainment and
content and investment, to promote business synergies.

The management strategy of our group is for this company to serve as the
strategy formulation and administration division, working dynamically to
strengthen the finances and business operations of individual companies, while
reinforcing the integrated management and administration of the group as a whole
to ratse its profitability.

Our resulting performance in this consolidated accounting year was sales of
JPY4,122,000,000 (an increase of 2.6% compared to the previous term), an
operating loss of JPY1,796,000,000 (compared to JPY1,186,000,000 in the
previous term), and an ordinary loss of 1,798,000,000 yen {(compared to
JPY1,145,000000 in the previous term), and a net loss on the term of
JPY6,169,000,000 (compared to 571,000,000 yen net loss in the previous term).




The following is a report on sales conditions for each business sector.

Sales performance in each sector

Term Consolidated accounting | Conselidated accounting
year year % increase or
(18.4.1~19.3.31) (17.4.1~18.3.31) decrezse onthe
receding term
Segment Value Share Value Share P g
o I.\‘lilliml of JPY o4 | Million of JPY] o %
@ |Revenue from
movie distribution
cights and 195 4.7 71 18 Up 1739
recording rights \
E. Revenue from '
commissioned B
movie and 5 04 12 03 Up24.2
r |recording
production
Subiotal 210 5.1 33 2.1 Up 151.7
[nvestment 1,928 46.8 3,925 97.7 Down 50.9
Leisure 1,958 475 - - -
Other 24 06 9 0.2 Up 154.0
Total 4,122 100.0 4,018 100.0 Up2é

Notes 1. Figures have been rounded down to the nearest million JPY.
2. “Leisure” has been added as a new segment from this consolidated accounting year.




The following is an account of the state of operations in each segment.

<Entertainment and content business>

In this term, earnings from this segment resulted from projects such as the following:

- Release of a Japan-Taiwan co-production feature-length film “Tripping,”.

- Nationwide screening and DVD sales of “Okami Shojo”, a co production with our
subsidiary Basara Picture Co., Ltd.

- DVD sales of content such as the inner Mongolian film “Tenjo Sogen”, which we
purchased, and the omnibus movie “Movie Box-ing 2 which was screened last year.
DVD sales of Korean and other Asian films, which our related company M3
Entertainment carries.

- Radio ad spots from the InterFM radio program “birth of music” which our
subsidiary Omega Project Co., Ltd. produces. As a result, our entertainment and
content segment achieved sales of JPY210 million (up 151.7% on the previous term).

<Investment operations>

Our investment operations achieved & profit, mainly from profits on sales of
marketable securities for business investment. As a result, our investment segment
achieved sales of JPY 1,928 million (down 50.9% on the previous term).

<Leisure operations>

Revenue in our leisure operations mainly derived from sales by Saboten Park and
Resort Inc. and Izu Skyline Country Co., Ltd. As a result, our leisure segment achieved
sales of JPY 1,958 million {no comparable figure in the previous term).

<QOther>
In other operations, rental revenue from rental of our owned properties produced
income f JPY24 million (up 154.0% on the previous term).

(2) Issues to be addressed

We must firmly establish group management under the holding company system,
combining the strength and agility needed to respond to fast-moving changes in the
entertainment industry. Our goal is to build an unparalleled corporate group, achieving a
fusion of finance and entertainment, as we expand from Asia around the world, and we
are keenly aware of the need for an early recovery in business performance and
resumption of dividend payments.

Specifically, we regard the following as key challenges which we must tackle in the
term to March 2008.



[11 To realize synergies between group companies on the common, stable footing of
holding company, so that they can raise each other's corporate values, and to establish an
organization capable of developing its business flexibly in Japan and beyond, in Asia,
where we are puiting down business roots.

[2] To produce innovative and attention-getting new motion picture plans, based on a
clear awareness of the particular risks of motion pictures production and aggressive
action to minimize those risks. For operating funds (primarily for motion picture
production), we must operate on our own funding resources, without relying on bank
borrowing. In doing so, we must consider factors such as the impact of fluctuations in
interest rates and economic conditions, and shifts in maturing periods.

[3] To expand our operations to businesses with the potential for short term recovery of
funds, thereby avoiding reliance on the medium to long-term returns that are
characteristic of the movie production business and strengthening profitability through a
stable balance of short, medium and long-term returns.

[4] To broaden our investment business base and strengthen our earning power by
agilely acquiring listed companies, companies with asset value, and companies with a
high potential for synergy, while ascertaining changes in the market environment.

(5] To expand and enhance our employee training through training at each career level,
a career plan realization scheme and other measures, to raise the skill level of our
workforce. Besides enhancing our abilities in areas such as plan formulation, project
management and investment judgments, deft placement of the right person in the right
job will invigorate our organization.

Status of our specific efforts
[1] Our group is advancing its core entertainment and content business around Omega
Project Co., Lid., a wholly-owned subsidiary founded in June 2005. Also, we regard Asia

as the prime area for our business, and will develop our business in the area in a
proactive manner, to expand business opportunities ranging from finance procurement to
content production and distribution, While respecting the individuality of entertainment
companies in a creative grouping, we will also work to build a management structure
able to respond flexibly to developments in an industry prone to sudden change. To that
end, we will work as a holding company to maintain the management and financial
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footing of subsidiaries and equity method affiliates in Japan and elsewhere in Asia, and
expand the scope of our operations through M&A.

[2] While we are well aware of the high-risk, high-return nature of the indusiry, we
address our efforts to building content funds and establishing new financial schemes, so
that we will be able to raise our financial strength and pursue medium and long-tertn
financial management based on our own funds. We will exploit the strengths of the
movie production companies and listed companies in our group, and maximize its
internal synergies to create an end-to-end business structure, integrating everything from
financing to advertising and distribution, which will roll out borderlessly to Asia and the
world.

[3] In our entertainment and content business, movie production is a high-risk field with
a long fund recovery cycle. While we will create works in that field which are innovative,
with solid prospects of profit, we also intend to use M&A 10 expand our operations into
content operations that can deliver short-term returns. Such diversity will establish a
stable base for profit.

[4] The expertise our group has accumulated in its progress to date guides us in risk
avoidance through a stable business portfolio and investments based on a keen eye for
changes in the market environment. Beyond expanding the size of our enterprise, we will
also work to increase the value of each of our group companies, and build synergies
between them, by entering into and opening up new and potentially synergistic fields.

[5] We will expand and enhance our employee training through training at each career
level, a career plan realization scheme and other measures, to raise the skill level of our
workforce. Besides enharcing our abilities in areas such as plan formulation, project
management and investment judgments, deft placement of the right person in the right
job will invigorate our organization.




Status of capital investments etc.
We have made no notable capital investments.

Status of funding procurement
In this business year, we issued 8,149,176 due to the exercise of stock subscription
warrants, thereby obtaining JPY1,729,308,000.

Status of transfer of operations, division merger, and consolidation
Nothing relevant to repont.

Starus of transfer of business from other companies
Nothing relevant to report.

Status of succession of the business-related rights and obligations of other companies
through merger or division merger
Nothing relevant to report.




7. Trends in assets, profits and losses

Year 29th term | 30thterm Jlstterm | 32nd temn
(i5.4.1~ (16.4.1~ (17.4.1~ (18.4.1~
Category 16.3.31) 17.3.31) 18.3.31) 19.3.31)
Sales (millien of JPY) 1,896 1,539 4,018 4,122
Ordinary profit or ordinary
Al A

loss (4) (Million yen) A2.827 902 1,145 1,798
Current net profit or current A11.232 AT22 571 A6.169
net loss () (Million JPY) ’ ’
Net profit per share or
net loss per share this {JPY) A5291 ALT73 10.12 A81.13
term {A)
Total assets {Million JPY) 5,080 6,279 11,676 8,654
Net assets (Million JPY) 1,967 5,456 10,843 6,544
Net assets per share (JPY) 5.78 11.04 157.61 80.05

Notes 1. Amounts of less than one million yen are omitted in listed figures {except for net
profit/loss per share, and net assets per share).
2, On April 1, 2005, we performed a share consolidation, combining 10 shares into 1 share.
3. Starting from the 31st term, the company is applying the “Accounting method on
indication of net assets in balance sheets,” (Corporate accounting standards No.5, 9th
December 2005) and “Guidelines for the application of accounting standards on
indication of net assets in balance sheets™ (Guidelines for the application of corporate
accounting standards, No.8, 9th December 2005).




8. Status of important parent and subsidiary companies
(1) Status of important parent companies

Nothing relevant to report.
(2) Status of important subsidiary companies

Percentage of|

Company Name: Capital vh(:?tllg%;l %hu';s Main business areas
company
. Developing, producing,
0] P t Co. i
Lt’;’ega roJeet™0s 1 1pY100,000,00 100.0% | B e agng rene &
’ software
B Pichures C. Dcafcloping, prodghucin \
asara Pictures Co., * and managing rights for
Lid ; JPY 50,000,000 68.3% | motion pi%tmge-related
software
Commissioned
Saboten Park And 10,000,000 yen |  100.0% | management of theme
Resort Inc. parks, event planning etc.
: Operation of golf courses
fzu Skyline Country | 15v90,000,000 44.5% | and others leisure sport
Co., Ltd. facilities
. Motion picture
Omega Project Co., 3,420,000,000 100.0% d!-od%cupn, plagnmg,
. . 1stribution, an
Lid. (Korea) Korean won export/import business
Animal Film Bond et of vari
imal Film Bon o, | management of various
Company Co,, Lid JPY 10,000,000 100.0% ;‘;’ggﬁ% u{gglwe

(3) Status of important affiliated companies

Percentage of
Company Name: Capital \;:’;;gi;l%}; ? Main business areas
company
. Planning and

M3 Entertainment JPY20,000,000 21.5% | production of motion-

Corporation .
picture software
Development,

12,637,000,
Grandport Co., Lid +637,000,000 18.0% | manufacture and sale of
Korean won DVR.
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(4) Progress of business combinations

In this consolidated accounting year, we made three companies into consolidated
affiliates. They were Saboten Park and Resort Inc. and [zu Skyline Country Co., Ltd.
(formerly Naka-Izu Kougen Kaihatsu Co., Ltd.) on June 30th, 2006, by share
acquisttion, and Animal Film Bond Company, founded by our wholly-owned
subsidiary Omega Project Co.,, Lid. on January 17th, 2007. We also acquired
2,950,859 shares of Grandport Co., Ltd {formerly Korea Tender Inc.) on April 20th
2006, and a further 1,588,785 shares on March 29th, 2007, making it an affiliated
company subject to the equity method.

On September 22nd, 2006, Asia Movie Week Pte, Ltd. ceased to be a consolidated
subsidiary, due to our sale of its shares. Also, on October 30th 2006, Qualitek
Electronics Co. Ltd., which had been an affiliated company subject to the equity
method, issued shares to a third party, and thereby ceased to be a consolidated
subsidiary.

(5) Results of business combinations

The consolidated subsidiaries of our company are the six important affiliated
companies listed above. The companies listed under important affiliated companies are
the two companies subject to the equity method.

Consolidated sales in this period were JPY4,122,000,000 {(an increase of 2.6%
compared to the previous term) and consolidated net loss was JPY6,169,000,000
(compared to a loss of JPY 5,071,000,000 yen in the previous fiscal year).

9. Main business areas

Our corporate group develops general entertainment businesses centered on Japan
and other parts of Asia principally focusing on the entertainment and content business.
Our main operations in that field are the planning, production, investment, and trading of
rights related to motion picture content, as well as planning, creating, and operating
content funds with the objective of producing motion picture content.
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10. Main lenders

Nothing relevant to report.

11. Main business premises
Head office Chiyoda ku, Tokyo

12. Status of employees

No. of employees Change on the previous consolidated accounting year
174 Increased by 147

Note: The number of employees has increased by 147 from the previous consolidated
accounting year, but the increase was mainly due to the consolidated
subsidiarization of Saboten Park and Resort, Inc.

..]2_




II. Matters Related to Company Shares
1. Total number of shares issuable 190,000,000 shares

2. Total no. of outstanding shares 76,945,289 shares  (excluding 159,982 shares
of treasury stock).

Notes: 1. At a meeting of the board of directors on August 17, 2005 the number of
shares was increased by 4,000 through the exercise of stock subseription
warrants issued in accordance with article 280-20 and 280-21 of the old
Commercial Code.

2. Due to the exercise of stock subscription warrants allotted to third parties
issued on December 19, 2005 shares increased to 8,145,176 shares.

3. No. of shareholders 19,938

4, Main shareholders holding at least one tenth of the total number of issued shares
(excluding treasury stock)

Shareholder name No. of shares held
No. of shares held Investment ratio
Union Holdings Co., Ltd. 8,596,000 shares 11.15%

5. Other important matters related to shares
Treasury stock purchased by resolution of the board of directors, in accordance with
authority granted by articles of incorporation following the 31st Ordinary General
Meeting of Shareholders

Reason for necessity of purchase
To dynamically execute our fiscal policy in response to changes in the business

environment.
Common shares 2,500,000 shares
Total obtained price JPY 187,511,600

As of March 29th 2007, 2,500,000 shares of treasury stock were disposed of to
Union Holdings Co., Ltd.
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II1. Matters Related to Company Stock Subscription Warrants

1. Status of stock subscription warrants held by company directots

(as of March 317 2007)
Number of stock Type and number of Number of
subscription shares for the holders
warrants purpose
Directors (excluding 2,625,000 common
external directors) 26,250 shares 3
Common shares
External Directors H 0 shares 0
Common shares
Auditors 900 90,000 shares 3

2. Status of stock subscription warrants granted to employees and others in this fiscal

year
Number of stock Type and number
subscription of shares for the

warrants purpose Number of holders
Company 1,660,000 common
employees 16,600 shares 28
Directors and
employees of Common shares
subsidiaries 0 0 shares 0
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Other matters related to stock subscription warrants

At the meeting of the board of directors on November 15th 2006, we decided to
purchase and eliminate the fourth stock subscription warrant, which was issued 10
USS Capital Co., Ltd., and was conditional on a commitment line.

Summary of stock subscription warrants purchased and eliminated

(i) Issues purchased and eliminated
Fourth stock subscription warrant in Omega Project Holdings Co., Ltd.
(referred to below as “the stock subscription warrant™).

(if) Number of stock subscription warrants purchased and eliminated
1,0008 (All outstanding stock subscription warrants, as of 15th November
2006).

(iii) Date of purchase and elimination: November 20th 2006.

(iv) Value of warrants purchased and eliminated
¥10,000 per warrant (issue value per stock subscription warrant).
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(Reference)

Summary of the stock subscription warrants

Classification

Allocation of stock subscription warrants to third parties

Date of general
meeting of
shareholders

Date of board of
directors meeting

December 2, 2005

Stock subscription
warrants exercised

992 (as of November 15% 2006)

Type of shares for
purpose of stock Common shares
subscription warmants
The type of shares for purpose of stock subscription warrants is common
shares in our company. The number of shares that we will issue, or
alternately transfer from common shares in our company in our possession
("issuance or transfer of common shares in our company,” or simply
Nurnber of shares for| "issuance/transfer”) when these warrants are exercised shall be the number
purpose of stock of stock subscription warrants exercised multiplied by JPY5,000,000, then
subscription warrants| divided by the exercise price (defined below}, rounded down to the nearest

whole number. The number of shares for purpose of these stock
subscription warrants ("number of allocation shares") shall be the number of
shares in question divided by the number of these stock subscription
warrants being exercised.

Issuing price of stock
subscription warrants

10,000 yen per warrant

Price paid per share
when exercising new
share reservation

rights

[1] The armount to be paid when exercising each stock subscription warrant
is the issue price multiplied by the number of allocated shares.

{2) When this company issues or wansfers commeon shares due to the
exercise of stock subscription warrants, the amount paid per share (the
"exercise price™) shall initially be JPY320 per share.

[3] Corrections to the issue price
After December 20, 2005 if the effective exercise price immediately
before the date of correction in question is | or more yen greater or less
than 90% of the average closing price of commeon shares in our
company in normal trading, rounded down to the nearest yen ("date of
correction price”), on the NASDAQ Securities Exchange for three
consecutive rading days (but excluding days with no closing price) up
to and including the day prior to the effective date of each exercise of
these stock subscription warranis ("date of comrection™), then the
exercise price will be corrected to the exercise price starting from the
date of correction in question. Note, however, that the exercise price
shall not fall below 160 yen, nor rise above 1,120 yen.

Exercise period From December 20, 2005 to December 19, 2007

The amount in the issue price of shares issued due to the exercise of these
Armount added 1o stock subscription warrants that is not capitalized shall be the issue price in
capital stock question minus the capitalization amount. That capitalization amount shall

be the amount of the issue price in question multiplied by 0.5, rounded
down to the nearest yen.
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IV. Matters Related to Company Directors (as of March 31* 2007)

1. Status of directors and auditors

Position Name Rcspons‘ibi] ities and representation of other
corporations etc.

Chairman Yokohama Tovoyuki Director and CEQ of Union Holdings Co., Ltd.

President Yoshiaki Kondo CEO, Omega Project Ca., Ltd.

Director Koji Suzuki CEQ, Basara Pictures Co., Ltd

Auditor Michiyasu [noue*

Auditor Yoshihide Furubiki R:Prcsenr.anve director of RAC, Franchise
Unien, Inc.

Auditor Takaya Kawada Director, Flex Holdings Co., Ltd

Notes: 1. The auditor denoted with *** was newly selected and appointed at the 31® ordinary

general meeting of shareholders convened on June 27th, 2006.

2. Auditors Yoshihide Furubiki and Tekaya Kawada are external auditors.

3. Reassignment of directors and auditors in this period
Yoshiki Yamada resigned as director at the completion of his term at the conclusion of the
31" ordinary general meeting of shareholders convened on June 27%, 2006,
Haruhike Higuchi resigned as director at the conclusion of the 31® ordinary general
meeting of shareholders convened on June 27%, 2006,
Masayuki Ishii resigned as director at the conclusion of the 31* ordinary general meeting
of shareholders convened on June 27%, 2006.

4. Reassignment of directors subsequent to this fiscal term
Nothing relevant to report.
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2. Remunerations paid to directors and auditors
Three Directors: JPY61,920,000
Three auditors, JPY2,034,000
(of whom, two are external auditors, JPY 1,242,000)

Note  The above remuneration values include remuneration through stock subscription
warrants,

3, Matters related to external directors
(1} Auditor Yoshihide Furubiki

(i) Status of collateral offices as executive director etc. of other companies
Mr, Furubiki holds the collateral position of representative director of
RAC Franchise Union, Inc., but there are no special vested interested
interests between the two companies.

(ii) Status of collateral offices as external director etc. of other companies
Nothing relevant to report.

(iii) Relationships with main trading partners and other specially related
businesses
Nothing relevant to report.

(iv) Content of important activities in this fiscal year.
Mr. Furubiki attended eight of 32 meetings of the board of directors in this
fiscal term, as well as all six meetings of the board of auditors, and spoke
appropriately, as required for the scrutiny of proposals.

(v) Summary of the content of limited-liability contracts
The company’s articles of association allow for the agreement of a
contract stipulating a fixed limit on the liabilities of external directors,
under Article 423-1 of the Corporations Act. However, at present, we have
not entered into any limited responsibility contracts with external directors.

{vi) Value of directors’ remuneration received from our parent company or
parent company's subsidiaries in this fiscal year
Nothing relevant to report.
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(2) Auditor Takaya Kawada

®

Status of collateral offices as executive director etc. of other companies
Mr. Kawada holds the collateral position of director of Flex Holdings Co.,
Ltd., but there are no special vested interested interests between the two
companies.

(ii) Status of collateral offices as external director etc. of other companies

Nothing relevant to report.

(iif) Relationships with main trading partners and other specially related

businesses
Nothing relevant to report.

(iv) Content of important activities in this fiscal year.

)

Mr. Kawada attended eight of 32 meetings of the board of directors in this
fiscal term, as well as all six meetings of the board of auditors, and spoke
appropriately, as required for the scrutiny of proposals, and other duties,
Summary of the content of limited-liability contracts

The company’s articles of association allow for the agreement of a
contract stipulating a fixed limit on the liabilities of external directors,
under Article 423-1 of the Corporations Act. However, at present, we have
not entered into any limited responsibility contracts with external directors.

(vi) Value of directors’ remuneration received from our parent company or

parent company's subsidiaries in this fiscal year
Nothing relevant to report.
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V. Status of the accounts auditor

1. Name of the accounts auditor
KDA Audit Corporation

2. Value of remunerations to the accounts auditor for this fiscal year
(1) Value of remuneration for work under article 2-1 of the Certified Public
Accountants Law
JFY21,000,000
(2) Total sum of remunerations to be paid to accounts auditor by this company and
subsidiaries of our company
JPY21,000,000

Note: The sum of auditors’ remunerations for auditing according to the Corporations Act and
for auditing according to securities and exchange laws are not divided in the auditing
contract between our company and the accounts auditor and essentially cannot be
divided, and therefore the monetary figure for remunerations is the total of these
amounts.

3. Policy for decisions on the dismissal and non-reappointment of accounts auditors

This company may dismiss the accounts auditor in circumstances where any of the
clauses of article 340-1 of the Corporations Act is deemed to apply to said auditor,
subject to the agreement of all the auditors. In such a case, the auditor selected by the
board of auditors shall report the dismissal of the accounts auditor, and the reason for the
dismissal, at the first shareholders’ general meeting called after the dismissal, The board
of auditors shall consider the accounts auditor’s years of continuous supervision when
deciding whether or not to reappoint that auditor.

4. Summary of the content of limited-liability contracts

The company and the accounts auditor KDA Audit Corporation have agreed a
contract based on the provisions of Article 427-1 of the Corporations Act, which limits
liability for damage under Article 423-1 of the Act. The maximum value of liability for
damage under the said contract is set to at least JPY 1,000,000 or the amount stipulated
by law, whichever is higher.
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V1. Company Systems and Policies

-1

Systems to ensure compliance by directors with laws and the articles of association

in the conduct of their duties, and to ensure propriety in other operations

The meeting of the board of directors held on May 26th 2006 determined the
following basic policies for the “institution of a system necessary to ensure propricty in
the operations of corporations” as defined under Article 362-4-6 of the Corporations
Act, and under Article 100-1-3 of the of the enforcement regulations of the
Corporations Act.

hH

@

3

System to ensure compliance with laws and the articles of association by
directors and employees in the conduct of their duties

The system sets the bounds of behavior in order to ensure that actions of
directors and employees strictly observe corporate rules of ethics and other
regulations related to compliance systems. The General Affairs Division has
comprehensive, company-wide authority over compliance-related efforts, to
ensure thorough knowledge and implementation of the system. The same
department shall lead in the related education of directors. An internal audit
department shall be established under the direct authority of the president,
which will audit the implementation of the compliance system, in collaboration
with the General Affairs Department, These activities will be reported to the
board of directors and board of auditors at regular intervals. A hotline will be
set up and operated as a means for employees to make direct reports to the
internal andit department concerning actions which are mandatory by law.

System for the storage and management of information related to directors’
conduct of their duties

Information conceming the performance of duties by directors and
executive officials is to be recorded and stored on paper or on magnetic media
(referred to collectively as “documents etc.””) in accordance with document
management rules. The directors, auditors and internal audit department may
view these documents etc. at any time, in accordance with document
management rules.

Rules concerning management of risks of loss, and other systems
Concerning risks related to compliance, the environment, disasters, quality,
data security, export management and other matters, the officer responsible
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for each shall write rules and guidelines, implement training, write and
distribute manuals. The General Affairs Department shall take responsibility
for cross-cutting risk monitoring and company-wide responses. As new risks
emerge, the board of directors shall promptly determine which director is
responsible for countermeasures.

Systems to ensure that directors carry out their duties efficiently

The board of directors shall set company-wide goals, shared by directors
and employees, and the director responsible for a duty shall set specific goals
to be achieved by each department, making sure such goals are well know
through the company and its subsidiaries. The board of directors shall also
build a system for raising the efficiency of company-wide liaison meetings.
The system is to define efficient methods, in accordance with internal
regulations, for the allocation of authority, including rules for allocation of
authority and decision making within the company, with use of information
technology for the board of directors to periodically review progress.

Systems to ensure propriety in the operations of the corporate group which
comprises this company and its subsidiaries

A director shall be appointed to take responsibility for the operations of
cach of the group’s segments, and said director shall have the responsibility
and authority for building systems for legal compliance and risk management.
The General Affairs Department of this company shall promote and manage
said systems across all companies. Confidential liaison systems shall be built
between group companies and used to hold group management meetings, with
the responsible departments reporting to the board of directors and board of
auditors.

Matters concerning employees used when the board of auditors asks for the
posting of such emplovees to assist in its duties

The auditors may form employees belonging to the intemal audit
department into an audit liaison office, and may give such orders as are
necessary for audit work, with the results to be reported to the board of auditors.
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{7) Matters concerning the independence of employees under the previous clause

(8)

®

from directors

Auditors, and employees who have received orders necessary for auditing
work, may not take orders from the manager of the internal audit department.
Appointment and reassignment of the said employees must be determined with
the agreement of the standing auditor.

Systems for directors and employees to report to the board of auditors, and for
other reporting to the board of auditors

A system must be provided to allow directors and employees of the internal
audit department to make prompt reports to the board of auditors on the status
of internal audit implementation, the state of contacts to the compliance hotline,
and the content of those contacts. The system must be in addition to meetings
of the board of directors, company management meetings, group management
meetings and other channels stipulated by law. The method of reporting (the
persons making and receiving the reports, the timing of the repor, etc.) shall be
decided at a meeting between the directors and the board of auditors.

Other systems to ensure the efficacy of auditing by the board of directors

Regular meetings must be set up between the board of auditors, the
president and the internal audit department, and the said parties must stay in
close liaison to exchange opinions on matters such as identifying issues arising
and proposing solutions, Furthermore, the board of auditors shall endeavor to
maintain close liaison with the accounts auditor through regular exchanges of
information, and shall receive explanations from the accounts auditor on the
content of accounts auditing.
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Consolidated Balance Sheet

{As of 31% March 2007)

ASSETS LIABILITIES
Account title Value Account title Value
Thoussnd JPY Thousand JPY
Available assets 5317917 || Circulating liabllities 1,388,304
Cash and deposits 1 ‘;}gggg Accounts payable trade 125,285
Accounts receivable Sal718 Accounts payable 957,778
Accm_m_ts due _ 1 17.762 Short term borrowings 120,934
Sccu.nt:cs held in trade ' Accrued taxes on income 13,606
Bisimess investment 2,116,796 || Other current liabilities 170,700
account security
Inventories 341,713 || Fixed liabilities 761,504
Advance payments 58,638 Retirement allowance 236,338
Long term loans receivable 1,126,712 provision
Other current assets 236,424 Director’s retirement 26,825
Allowance for doubtful A451,676 allowance
accounts Other fixed liabilities 498 340
Fixed assets 3,376,503
Tangible fixed asseis 1,690,513 Total liabilitles 2,149,809
Buildings 522,;;;
:Iachmm_'y and equipment 5’853 Net Assets
utomotive equipment s
Course accounts 2avoas [ Snaretolders’ Equity 6,212,863
g:h“d <36y || Capital stock 4,239,467
Crs ¥ :
7,516,206
Intangible fixed assets 351,195 || Copital surplus e
Goodwill 343,753 Retained eamings A3,529,
Others 7.442 Treasury stock A13,467
Investments and other assets 1,334,794 || Variance of Estimate AS53,237
Investment securities 414,383 | Unrcalimd revaliotion koss nater A72,085
Shares of affiliates 662,713 investment securities
Long term loans 1,080,000 Account for adjustment onj 18,847
receivable exchange conversion
Long term operation 95358 | share options 56,880
receivable +
Others 109,530 Minor Shareholders' Equity 328,100
Allowance for doubtful 41,027,691
accounts Total net assets 6,544,611
Total assets 8,694,420 [ Total liabilities and net 8,694,420

nisets

(Figures have been rounded down to the nearest million JPY).



Consolidated Income Statement

( April 1%, 2006 to March )

31", 2007
Account title Value
Thoussnd JPY Thousand JPY
Sales 4,122,180
Sales costs 3,866,544
Gross profit 255,635
Trading costs and general administrative expenses 2,052,160
Operating loss 1,796,524
Non-Operating Income
Interest income 159,024
Others 84,744 243,768
Non-Operating Expenses
Interest expense 8,935
Equity method investment loss 154,862
Loss on insurance surrender 50,443
Others 31,400 245,642
Ordinary loss 1,798,397
Extragrdinary income
Profit on sales of investment securities 10,063
Profit on debt forgiveness 11,137
Gain on sales of affiliates’ securities 33,117
Gains on variations in equity 96,475
Others 5,277 156,071
Extraordinary losses
Loss on retirement of fixed assets 5
Lo;s ﬁ'DlTl valuation of marketable securities for 2,893 402
business investment
Loss from transfer of receivables 288,150
Provision for doubtful accounts 1,325,907
Valuation loss on investment securities 1,610
Others 34,105 4,543,181
Income before income taxes and minority interests 6,185,507
Carporation, resident and business taxes .M
Minor shareholders’ losses 18,431
Current net loss 6,169,368

(Figures have been rounded down to the nearest million JPY).




Consolidated Statement of Capital Stock Variation

( April 1, 2006 to March
31,2007

(Unit: Thousands of JPY)

Sharcholders* Equity
. Total
Capital stock | Capital surplus R@ncd Treasury stock | sharcholders’
earnings cquity
Balace at end of previeus| 339, 405 | 6,695,409 571,146 236405 | 10,601,555
Variation during this
consolidated fiscal year
Tssuanes of new shares 858,062 861,246 1,729,308
Net Income 46,169,368 46,169,368
Acquisition of treasury stock Al87,511 Al87,511
Disposal of treasury stock A40450 210,450 169,599
Increass in surplus due to
climiretion from corsalidated 68,824 68,884
company
Y it g e comolied
et ot i haehld ety (Ve
Vi)
Total variation during this
Sonsoricmot et o 868,062 820,796 | 46,100,483 22938 | 44388,68
?:;m‘ artheend ofthis | 539 469 7516206 |  AS5,529,337 A13.467 | 6212868




Variance of Estimate

Unrealized
revaluation less
on other
investment
sceunties

Account for
adjustment
on exchange

conversion

Total variance,
of estimate

Share cptiony

Minor
Shareholders”
Equity

[Total net assets]

Balance # end of
previous term

228412

13,247

241,659

13,530

55,266

10,912,011

Variation during this
consolidated fiscal
year

Tssuance of new

shares

1,729,308

Net Income

46,159,368

Acquisition of treasury
stack

Al187,511

Disposal of treasury
stock

169,999

[ncrease in serplns due %0
elimination from
carsolidaicd compamy

68,384

Virtton freg s consolated
fiscal vear thes than
hrchokdey gty (Ner Vibe}

Aa300,497

5,599

A294 897

43,350

272,833

21,286

Total variation during
this consolidated fscal
year

4300,497

5,559

2264857

43,350

272,833

44,367,400

Balance at the end of

AT2,085

this term

18,847

A53237

56,880

328,100

6,544,611

{The figures stated above are rounded down to the nearest thousand yen.)




Consolidated Table of Notes

Significant accounting principles used in the preparation of these
Consolidated Financial Statements
1. Scope of consolidation
(1) Number of consolidated affiliates 6 companies altogether
Five in Japan
One overseas
Names of consolidated subsidiaries
(Companies in Japan)
Basara Pictures Co,, Ltd
Omega Project Co., Ltd.
Saboten Park And Resort Inc.
Izu Skyline Country Co., Ltd. (formerly Naka-lzu Kougen Kaihatsu Co.,
Ltd.)
Animal Film Bond Company Co., Ltd
(Subsidiaries overseas)
Omega Project Co., Ltd. (Korea)
Increase or decrease in the number of consolidated subsidiaries
{Increase) Three companies  (resulting from share acquisition and
incorporation of new companies)
(Reduction) One company  (resulting from sale of shares)

(2) Non-Consolidated subsidiaries: None
2. Application of the Equity Method
(1) Number of affiliated companies subject to 2 companies

application of the equity method
Names of affiliated companies to which the equity method applies
(Affiliated companies within Japan subject to application of the equity
method)
M3 Entertainment Corporation
{Affiliated companies outside Japan subject to application of the equity
method)
Grandport Co., Ltd (Formerly Korea Tender Inc.)
Increase or decrease in affiliated companies subject to application of the
equity method
(Increase) One (resulting from share acquisition)

(Decrease) Two (resulting from change to consolidated subsidiary
through additional share acquisition and reduction
of the share held).

{2) Number of affiliated companies and non- None

consotidated subsidiaries to which the
equity method does not apply




(3) Special notes regarding procedures for application of the equity method
Of our affiliate companies subject to the equity method, the term accounts
settlement date for Grandport Co., Ltd (formerly Korea Tender Inc.) is
December 317, As the consolidated accounts settlement date is within three
months of the date that this equity method company’s accounts were settled,
the equity method has been applied based on the financial statements issued by
the company for its fiscal year. Additionally, although the accounts settlement
date of M3 Entertainment Corporation is September 30, it made a provisional
settlement of accounts at the end of March, and we have used this in the
financial statements in question.

3. Accounting Year of Consolidated Subsidiaries
Among our consolidated subsidiaries, the day of settlement of Omega
Pictures Co., Ltd.{Korea) is December 31, and since the difference from
the consolidated day of settlement is within three months, consolidation is
carried out with the financial statements pertaining to the operating year of
this consolidated subsidiary as the base. However, for important
transactions that occur between these days of settlement, necessary
adjustments are to be carried out in consolidation. Additionally, although
the accounts settlement date of Izu Skyline Country Co,, Lud, is December
31, it made a provisional seftlement of accounts at the end of March, and
we have used this in the financial statements in question.




Accounting Principles
1. Method of valuation and valuation standards for securities
(1) Securities
Sale purpose securities
Market price method (cost of products seld are calculated according to
moving-average method)
Other stocks and bonds
Items with Fair value based on the market price at the closing date
market value  of the fiscal year. (Both unrealized gains and losses are
included as a component of shareholders’ net equity;
with sale cost mainly determined using the moving
average cost)
Securities with  Non-marketable securities are stated at cost determined
no market price: by the moving average method.
(2} Inventories
Products, goods in process, movie distribution rights. TV broadcast
rights
Cost accounting method based on the individual method
However, in regard to film distribution rights amortized using the sum-
of-the-years'-digits-method within 12 repayment months from point in
time when provided for business.
Furthermore, TV broadcasting rights are written off using equal
instaliment method according to the term of each right.
(3) Derivatives
Market value method
2. Methods for depreciation of depreciable assets
(1) Tangible fixed assets:
Declining balance method At the same time, straight-line method is
used for a part of the subsidiaries.
(2) Intangible fixed assets:
Straight-line method
Further software for company use is depreciated using the straight-line
method over its period of available use within the company (3-5 years).
{3) Long-term advance charges
Straight-line method
3. Accounting standards for significant reserves
(1) Allowance for doubtful accounts
In order to provide for losses due to doubtful accounts of credit, general
credit will be reckoned by a loan loss ratio, and fixed credit, such as




credit for doubtful accounts, will be considered individually, depending
on the probability of recovery and forecasting uncollectible loans.
(2) Litigation reserve
In order to provide for losses in litigation, to be reckoned by estimating
loss.
{3) Reserve for retirement benefits
To provide retirement benefits for employees, based upon the forecast
amount of retirement benefit obligations at the end of the consolidated
fiscal year determined by the amount deemed to have arisen in that
fiscal year.
{4) Reserve for directors” retirement allowances
To provide a retirement allowance to Directors for services, determined
by the amount required to be paid at the end of the fiscal year pursuant
to in-house regulations,
4. Income and expenses calculation standards
In the event of the sale of marketable securities for business investment
in the form of unlisted shares, the amount of sales of marketable
securities for business investment is the sum of sales of such securities
that have been purchased for the purpose of investment growth, and is
determined by dividends and interest received. The sale price of
marketable securities for business investment is determined by the
securities book value, fees paid and valuation loss.
In the event of the sale of marketable securities for business investment
in the form of listed shares, the profit from management of such
securities is determined by the net profit or loss on the sale.
5. Accounting methods for lease transactions
Financial lease transactions, other than in cases in which the ownership
of the leased property is transferred to the lessee, are accounted using
the accounting method applicable to ordinary lease transactions.
6. Items relating to the evaluation of assets and liabilities of consolidated
subsidiaries
The total market value method is employed for evaluation of assets and
liabilities of consolidated subsidiaries.
7. Amortization of goodwill
For amortization of goodwill, as a general rule, uniform repayments are
carried out over a 20 year period.
8. Accounting treatment for consumption tax
A before-tax method is used.
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9. Account processing of securities in business investment account

Marketable securities acquired as M&A business transactions for the
purpose of business investment are counted as current assets as
marketable securities for business investment. Profits and losses on
such transactions are shown as operating income and expenses.
Note that although these investments may temporarily meet the
requirements of controlling the decision-making body of the entity
being invested in, and of exerting significant influence over this entity,
we deem that such entities are neither subsidiaries nor affiliated
companies, because the purpose of the share acquisition is business
investment and not acquisition of a controlling stake. Thus, we do not
include such entities in the scope of consolidation, nor do we apply the
equity method to them.

Changes of Accounting Method

1. Accounting standards for the indication of net assets in the consolidated
balance sheet
Starting this consolidated accounting year, the company is applying the
“Accounting method for indication of net assets in balance sheets.”
(Corporate accounting standards No.5, 9% December 2005) and
“Guidelines for the application of accounting standards for indication of
net assets in balance sheets” (Guidelines for the application of corporate
accounting standards, No.8, 9% December 2003).
Furthermore, the amount corresponding to the traditional “Asset” section
totaled JPY6,159,631,000.

2. Accounting method for stock subseription warrants
Starting this consolidated accounting year, the company is applying the
“Accounting method for stock subscription.”, (Corporate accounting
standards, No.8, 27% December 2005, Accounting Standards Board of
Japan) and the "Guidelines for application of accounting standards for
stock subscription” (Guidelines for the application of corporate
accounting standards No. 11, final amendment 31* May 2006, Accounting
Standards Board of Japan).
As a result, the operating loss, ordinary loss, unadjusted net current losses
on the term increased by JPY 56,880,000,
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Changes in Accounting Titles and Classification
Notes on the consolidated balance sheet
“Consolidation adjusting account” from the previous fiscal term is
indicated as “Goodwill” from this consolidated accounting year.

Notes on the Consolidated Balance Sheet
1. Total amount of depreciation on tangible fixed assets JPY807,046,000
2. Guarantee liabilities
The company guarantees the bank borrowing of the
non-consclidated company below mentioned.
Sweet Basil Inc. JPY 194,670,000




Notes on the Consolidated Statement of Capital Stock Variation

1. Matters related to shares cutstanding
. . End of this
Typeofshare | Defpeviomanmliead | Decrease consolidated
ety yex accounting year
Common shares 68,956,09% 8,149,176 — 77,105,272
General cutline of changes
The main reasons for the increase are as follows:
1. Stock subscription warrants (stock options) issued 4,000 shares
according to article 280-20 and 280-21 of the
Commercial Code, as amended in 2001.
2. Increase due to stock subscription warrants issued 8,145,176 shares
by third parties
2. Matters related to payment of dividends
Nothing relevant to report.
3. Matters related to stock subscription warrants issued by this company on

the closing day of this consolidated accounting vear

Breakdown of stock subscription warrants

Type and number of shares for purpose of
stock subscription warrants

Stock subscription warrants in the form of
stock options, by resolution of the board of
directors on March 2™ 2005.

Common shares

1,140,000 shares

Stock subscription warrants in the form of
stock options, by resolution of the board of
directors on August 18% 2005,

Common shares

634,000 shares

Stack subscription warrants in the form of
stock options, by resolution of the board of
directors on September 4™ 2006.

Common shares

1,850,000 shares

Stock subscription warrants in the form of

stock options, by resolution of the board of Common shares 1,870,000 shares

directors on Jenuary 16® 2007.

Total Common shares 5,494 000 shares

1 Per-share information

1. Net assets per share JPY80.05
JPY81.13

2. Net loss per share

Notes on important events subsequent to the balance sheet day

Nothing relevant to report.

Please refer to the enclosed appendix for a copy of the audit report by
the accounts auditor on the consolidated financial statements.




Balance Sheet

(As of 31st of March 2007}
ASSETS LIABILITIES
Account title Value Account title Value
Available asset 840,436 . o0
Cash a:d’;fpjsis "136783 || Circulating lisbllities 705,857
Accounts receivable 1,102,217 Accounts payable trade 65,566
Securities held in trade 117,762 Accounts payablc 595,559
account f
Business investment 2,116,796 | Accrued taxes on income 13,409
account security Other current liabilities 35322
Inventories 300416 || Fixed liabilities 38,649
Accounts due 169,239 Reti 1 8
Advance charges 38417 etirement allowance 151,35
Loag term loans 1,174,403 provision
receivable Director’s retirement 26,825
Other current assets 161,125 m
Allowance for doubtful A576726 | @Howance
accounts Other fixed liabilities 466
Fixed assets 1,802,786 | Total liabilities 748,507
Tangible fixed assets 266,814
Buildings 181,644 Net Assets
Machinery and 29,527
equipment Shareholders’ Equity 5,907,438
Automott i t 79%
Lang e cddipmen saga3 | Coitalstock 4,239,467
Intangible fixed assets 6,029 | Capital surplus 1,516,206
Software 3,690 .
Telephone subscription 1,950 Legal capitl surplus 4,500,912
rights Other capital surplus 3,015,293
Others 388
Investments and other 1,529,942 || Retained earnings AS,834,767
assets : .
Investment securities 202,93 || Retained eamings 45,834,767
Shares of affiliates 926211 | Cemy-overretained A5,834,767
Bonds of affiliates 590,500 carnings
Investment loss reserve A430,000 Treasury stock
Long term loans 1,080,000 A13,467
receivable Variance of Estimate
Long term operation 126,078 i Unrealized revaluation loss on other 469,603
receivable investmenl secaritics A69,603
Deposits and guarantees 77,147
received Share options
Others 4,330 £6.880
Allowance for doubtful Al,047,258 158
accounts Total net assets 5,894,715
Total assets 6,643,222 Totzl liabilities and net assets 6,643,222

(The figures stated above are rounded down to the nearest thousand yen.)




Statement of Income and Loss

April 1, 2006 to
( March 31, 2007 )
Account title Value
Sales 2,260,678
Sales costs 2,957,210
Gross loss on sales 696,534
Trading costs and general administrative expenses 664,527
Operating loss 1,361,062
Non-Operating Income
Interest income 162,247
Others 53,362 215,609
Non-Operating Expenses
Loss on insurance surrender 50,443
Stock delivery fee 5,466
Others 25,357 81,267
Ordinary loss 1,226,720
Extraordinary income
Profit on sales of investment securities 7,463
Profit on debt forgiveness 11,137
Others 891 19,492
Extracrdinary losses
Loss from transfer of receivables 288,150
Loss frpm vq!uation of marketable securities 2,893,402
for business investment
Valuation loss on investment securities 1,610
Value of denial of investment loss reserve 430,000
Loss on sales of investment securities 9,637
Provision for doubtful accounts 1,481,683
Profit on sales of affiliate's securities 170,000
Others 16,704 5,291,188
Net Joss pre taxes 6,493,416
Corporation, resident and business taxes 1,818
Current net loss 6,500,235

(The figures stated above are rounded down to the nearest thousand yen.)




Statement of capital stock variation

( April 1, 2006 to March 31,

2007

(Unit: Thousands of JPY)

Shareholders’ Equity
Capita! surplus
Capital |Tegal capfial [ Other capital [Total capital|
surplus surplus surplus
Balance at end of previous term 3,371,405 | 3,639,666 | 3,085,743 | 6,695,409
Variation during this fiscal year
Issuance of new shares 868,062 861,246 — 861,246
Net Incotne —_ —_ — —
Acquisition of treasury stock — — — —
Disposal of treasury stock — — A40,450 Ad0,450
Variation during this fiscal year, other han shoreholders” . . . .
ity {(Net Vahe}
3:;?' variation during this fiscal 868062 | 861246 | 440450 | 820796
Balance at the end of this term 4,239,467 | 4,500912 | 3,015,293 | 7,516,206
Shareholders’ Equity
Retained eamnings Total
Retained EAMIES | Total earned Treasury shareholders’
Carry-over retained) ~ o o stock equity
earnings i
palance at end of previous 665,467 665467 | 436405 | 10,695,876
Variation during this fiscal
year
Issuance of new shares — — — 1,729,308
Net Income AB,500,235 A6,500,235 46,500,235
Acquisition of treasery stock] — — Al87 511 Al87,511
Disposal of treasury stock — — 210,450 169,999
Vatiation during thas fiscal vear, othey ton
sharchokders' equy (Net Ve B _ _ _
Total variation during this
fiscal year A6,500,235 46,500,235 22938 | a4,788438
palance ot the end of this as834767 | AS834767 | al3467 | 5,907,438




(Unit; Thousands of JPY)

Variance of Estimate

Variance of | ionce | Share options | Total net assets
securities of estimate
estimate
Batance at end of
previous term 228309 228,309 13,530 10,937,716
Variation during this
fiscal year
Issuance of new shares — _ — 1,729,308
Net Income — — —_ A6,500,235
Acquisition of treasury
stock — — —_ A187,511
Disposal of treasury stock — — —_ 169,999
Varizion during this fscd vear, oty
the " quity (Net Veloe) A297913 A297913 43,350 A254,563
Total variation during this
fiscal year A297913 A297913 43,350 45,043,001
Balance at the end of this 269,603 269,603 56,880 5,894,715

ferm

{The figures stated above are rounded down to the nearest thousand yen.)
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Non-consolidated table of notes

Significant Accounting Principles
1. Method of valuation and valuation standards for securities
(1) Securities
[1] Shares of subsidiaries and affiliates
Cost accounting method based on moving average method

{2] Sale purpose securities
Market price method (cost of products sold are calculated according to

moving-average method)

(3] Other marketable securities
Items with marketMarketable securities are stated at market value on the
value accounts settlement date. (The unrealized gains and losses
are reported directly in shareholders' net equity and cost is
determined by the moving average method.)

Securities with noNon-marketable securities are stated at cost determined by
market price: the moving average method.
{2} Inventories
Products, goods in process, movie distribution rights, TV broadcast
rights
Cost accounting method based on the individual method
However, in regard to film distribution rights amortized using the sum-
of-the-years'-digits-method within 12 repayment months from point in
time when provided for business.
Furthermore, TV broadcasting rights are written off using equal
installment method according to the term of each right.
(3) Derivatives
Market value method
2 Methods for depreciation of depreciable assets
(1) Tangible fixed assets:
Declining balance method
(2) Intangible fixed assets:
Straight-line method
Further software for company use is depreciated using the straight-line
method over its period of available use within the company (3-5 years).
3. Methods of for the handling of deferred assets

Stock delivery fee
The total amount of costs is expensed at the time of investment.

4 Accounting standards for significant reserves
(1) Allowance for doubtful accounts
In order to provide for losses due to doubtful accounts of credit, general
credit will be reckoned by a loan loss ratio, and fixed credit, such as
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credit for doubtful accounts, will be considered individually, depending
on the probability of recovery and forecasting uncollectible loans.
(2) Litigation reserve
In order to provide for losses in litigation, to be reckoned by estimating
loss.
(3) Reserve for retirement benefits
To provide retirement benefits for employees based upon the forecast
amount of retirement benefit s obligations at the end of the consolidated
fiscal year determined by the amount deemed to have arisen in that
fisca)l year.
(4) Reserve for directors’ retirement allowances
To provide a retirement allowance to Directors for services, determined
by the amount required to be paid at the end of the fiscal year pursuant
to in-house regulations.
[ncome and expenses calculation standards
In the event of the sale of marketable securities for business investment
in the form of unlisted shares, the amount of sales of marketable
securities for business investment is the sum of sales of such securities
that have been purchased for the purpose of investment growth, and is
determined by dividends and interest received. The sale price of
marketable securities for business investment is determined by the
securities book value, fees paid and valuation loss.
In the event of the sale of marketable securities for business investment
in the form of listed shares, the profit from management of such
securities is determined by the net profit or ioss on the sale,
Accounting methods for lease transactions
Financial lease transactions, other than in cases in which the ownership
of the leased property is transferred to the lessee, are accounted using the
accounting method applicable to ordinary lease transactions.

7. Accounting treatment for consumption tax

A before-tax method is used.

8. Account processing of securities in business investment account

Marketable securities acquired as M&A business transactions for the
purpose of business investment are counted as current assets as
marketable securities for business investment. Profits and losses on such
transactions are shown as operating income and expenses.

Note that although these investments may temporarily meet the
requirements of controlling the decision-making body of the entity being
invested in, and of exerting significant influence over this entity, we
deem that such entities are neither subsidiaries nor affiliated companies,
because the purpose of the share acquisition is business investment and
not acquisition of a controlling stake. Thus, we do not include such
entities in the scope of consolidation, nor do we apply the equity method
to them.




Changes of Accounting Method

1.

Accounting standards for the indication of net assets in the balance sheet
Starting this accounting year, the company is applying the “Accounting
method for indication of net assets in balance sheets.”” (Corporate
accounting standards No.5, 9% December 2005) and “Guidelines for the
application of accounting standards for indication of net assets in balance
sheets” (Guidelines for the application of corporate accounting standards,
No.8, 9% December 2005).

Furthermore, the amount corresponding to the traditional “Asset” section
totaled JPY5,837,835,000.

Accounting method for stock subscription warrants

Starting this fiscal year, the company is applying the “Accounting
method for stock subscription.”, (Corporate accounting standards, No.8,
27® December 2005, Accounting Standards Board of Japan) and the
"Guidelines for application of accounting standards for stock
subscription” (Guidelines for the application of corporate accounting
standards No.11, final amendment 31¥ May 2006, Accounting Standards
Board of Japan).

As a result, the operating loss, ordinary loss, unadjusted net current
losses on the term increased by JPY 56,880,000,

Changes in Accounting Titles and Classification

Conceming the Statement of Income and Loss

With the application of “Near-term handling of account processing for
deferred assets” from Administrative Report No.12, the item stated as
“New share issue expense amortization™ in the previous fiscal year is
now indicated as “stock delivery fees”.



Notes on the Balance Sheet

1. Assets and liabilities from affiliated companies

Long term loans receivable
Accounts due
Long term loans receivable

2. Total amount of depreciation on tangible fixed assets

3.  Guarantee liabilities

The company guarantees the bank borrowing of the

company below mentioned.
Sweet Basil Inc.

Notes on the Statement of Income and Loss
Volume of business with affiliated companies
Business trading

Sales
Trading amount other than business trading
Non-Operating Income

Notes on the statement of capital stock variation
Matters related to treasury stock

JPY422,589,000
JPY 107,096,000
JPY 100,000,000

JPY10,798,000

JPY 194,670,000

JPY 338,372,000

JPY52,164,000

Type of share | End of last fiscal year Increase Decrease End ot;'t:;: fiscal
Common shares 159,983 2,500,000 2,500,000 159,983

(General outline of changes)
The main reasons for the increase are as follows:

Increase due to market purchases 2,500,000 shares
The main reason for the decrease is as follows:

Decrease due to transfer to Union Holdings Co., Ltd.

2,500,000 shares




Notes on tax benefit accounting

1. Breakdown of deferred tax assets and liabilities by major causative factor

(thousands of yen)
Deferred tax assets:

Amount exceeding the limit of the allowance 473,64%
for doubtful accounts recorded under deductible
expenses
Valuation loss on inventeries not recognized in 175,388
the deductible expenses
Over depreciation of film rights 18,103
Valuation loss on investment securities not 2,481,420
recognized in the deductible expenses 174,967
Denial of investment loss reserve 7,690,537
Deficit brought forward 40,364
QOthers

Deferred tax assets subtotal 11,034,431

Valuation reserve A11,054,431

Total deferred tax assets
Deferred tax liability

Total deferred tax liabilities
Deferred tax assets net total

2. Breakdown of discrepancies between legally effective tax rate and

corporate tax rates after application of tax effect accounting.

Since we have recorded the net deficit for the period before taxation,

this is not recorded.




Notes on fixed assets used through leasing

1. Values equivalent to the acquisition cost, the accumulated depreciation
and the book value of the fiscal vear.

Accurnulated

Acquisition cost o Book velue
depreciation
{thousand JPY) (thousand JPY) (thousand JPY)
Facilities pertaining to
buildings 40,523 34,445 6,078
Total 40,523 34,445 6,078

(Note) The above mentioned amounts do not contain interest expenses.

2, Value equivalent to the balance of unexpired lease payments at the end

of the fiscal year

Within 1 year JPY 7,235,000
More than 1 year —
Total JPY7,235,000

(Note) The above mentioned amounts do not contain interest expenses.




Notes on transactions with related parties

1. Subsidiaries and affiliated companies

Names of § . Peremage of Relationship Amomi of Balsree a1
Type | compemy | Address c::c:t pnon of vongifa | Collgerat | Busi Conteat of| s | Tismy | yeeed
e ncd offico  felationship (ibosand PY) ¢ o
Alznagement
consclimg | 330,000
foes (Nete 1) Long tom
s o loans 15431
Acqahn receivible
Sabotenr | e Cisy, || 00 fang one person, Transacugrs| Fakyec | 401,649
Subsiduarics| Park And | Shizvoka | - of thems | oo, | combined fin financing e )
ResortInc. |Prefecrare|  ¥*7 [ parks, event| ' offices | operations |Ceshleading | 0 o0
[planning etz. (nok 5) N v
e EITEE] 450,000
. 150,000} 0
1T
Developing, Managemer1
producing, cositng | 3,960( Asouat 6957
o md - a1y receivable
TR o managing _ lone person [Trancctions| =~ .
Sbsidasic| Prejec Co, [l 4 19000 ity o | D | commbined [in g g6.289( 407 | 101250
Lud, ¥ ¥ motion : offices | opemations
picture. Cash leadin Long term
retmed o 1) | 481353 toums 407,138
software l receivable
[Prameing, coz2i . fAsi 1.9%0
Relsed | "0 | Chaotm, [20,000000 bmi natewmg x| Directy | ‘Tn“!?““"‘" foes s h‘_‘:’::‘ 683
compaty | L | Tokyo yeu im:d 21.33% npelmm" m“" Cl?im 7 100,000 receivibie 100,000
Business terms and procedures for deciding business terms
*1 Conceming guidance fee, we negotiate with the company over s price commensurate with the
duties, The transacted amount does not contain sales tax.
*2 Determined with reference to a fair valuation provided by an expert third party.
*3 For monetary loans, we determine the interest rate in the same way as our general transaction
terms, with reference to market rates,
2. Major corporate shareholders
Newes of Share of Relntionship Aot of Balunce 1
Capital | Description voting N (Content of| ameachon year ead
T compaty | Address H y Collsteral | B y Ttemns.
ype ey wock | of business | rights ':ﬁ“ e L (thoosmd {thousand
owned M IPY)
. Precision one Porchuse of Accounts
com Coion Hokdeg [lbetivin| 1PY | optical |  Owaed] person, | Business | sarves | T e 1,038
M Co,ld Tokyo [1710000p% { equipment 11.36% bined] oading | Amipmen 13181 Aceounts 4107
operations offices fees 4 payable
1 Notes on per-share information
1. Net assets per share JPY75.87
2. Net loss per share JPYB5.48

Notes on important events subsequent to the balance sheet day
Nething relevant to report.




Report of the Board of Auditors (Copy)

Audit Report

The Board of Auditors has received from each of the Auditors & report a3 to their audit method and results in respect
of the Directors execution of their duties for the 31" fiscal year from April 1, 2006 to March 31, 2007 and, having
serutinized their reports, hes prepared this Auditors Report, reported as follows:

1. Audit methods used by the auditors and Board of Auditors, and the content of those methods

The Board of Auditors stipulated the audit methods and division of duties, and received a report from each auditor on
the stawys of sudit implementation and the results obained. In addition, it received reports from directors and eccounting
auditors on the conduct of their duties, and called for explanation where necessary.

Each auditor has followed the audit standards and methods, and the division of duties determined by the Boerd of
Auditors, building communication between the directors and intemal audit department and other staff, to develap the
environment for information gathering and auditing. They have also attended meetings of the board of directors, and
o:her lmponam meetings, received reports ﬁom directors and employees on the execution of their duties, called for
expl Y, reviewed i docurments, and investigated the status of operstions and assets at
head office nnd other major company prcrms:: Furthermore, the auditors have monitored and verified the functioning of
the internal governance system, which was put in place a.ccordmg to board of directors resolution o the institution of &
system under articles 100-1 and 100-3 of the enforcement regulations of the corparations act, and related resolutions. The
Syatemm is necessary in order 1o ensure that the work of the directors complies with laws and with company asticles of
association, and to ensure proper conduct of the cpemtions of a corporation, For subsidiaries, the suditors have
endeavored to facilitaste communication and exchange of information with the directors and suditors of those companies,
and have received reports on operetions from subsidiaries, as necessary. By the above methods, we have studied business
reports and related detailed statements concerning this fiscal year.

Furthermore, we have monitared and verified the impartiality of accounts suditors, end the proper implementation of
auditing, have received reports from the accounts suditors on the conduct of their duties, and called for explanations &5
necessary, We have received nocice from the accounts suditors that the “system for ensuring the proper conduct of
dinties™ {as described in the clauses of article 159 of the company accounting regulations) has been msututed in
accordance with the “Quality control standards for auditing” (Business Accounting Cauncil, October 28%, 200%), and
have called for explanations as necessary. Based on the above methods, we have scrutinized the financial statements for
this fiscal year (balance sheets, income statements, statement of eapital stock variation and non-gonsolidated table of

notes), their related detailed and the lidated financial st (consolidated balance sheet,
consolidated income st consclidated statement of capital stock veriation and consolidated table of notes).
2, Audit Results

(1) Results of audits of business reports
1 The Business Report and related detailed statements are in accordance with the applicable laws and the company's
articles of incorporation, and accumzly reflects the company's position,
2 The Directors have itted no acts of wrongdoing, or any substantive breach of any applicable law or the
company's articles of incorporation, in the conduct of‘ their duties.
3 The internal governance system is in accordance with the content of the relevant resolution of the board of
directors. The directors’ conduct of their duties raises no significant issues related to the internal governance

system.
(2) Audit results for the fi ial and relmied deteiled
The financial statements and related detailed statements give an accurate representation of all the key points of the
company’s assets and income.
(3) Audit results for the consolidated financisl statements
The consolidated financial give an
and income.

D ion of all the key points of the company's assets

June 117, 2007
Omega Project Holdings Ca, Lid., Board of Corporate Directors

Full-time Auditor Michiyasu Inoue i)

Auditor . Yoshihide Furubiki g
%{:x(tﬁ{g?l auditor)
u
external auditor) Takaya Kawada ®

Please refer to the enclosed appendix for & copy of the audit report by the accounts
auditors.




Shareholders’ Reference Documents

Proposals and reference items
First proposal 32" Term
{from April 1, 2006 to March 31, 2007)
Approval of consolidated financial statements
This proposal is as described on pages 21 to 27 of the Appended Papers.
The board of directors of the company submit this proposal, having
judged its content to be lawful and appropriate.

Second Proposal 32™ Term (from April 1, 2006 to March 31, 2007)
Approval of financial statements
This proposal is as described on pages 28 to 36 of the Appended Papers.
The board of directors of the company submit this propesal, having
judged its content to be lawful and appropriate.

Third proposal  Decrease of the capital reserves and disposal of surplus

We wish to reduce the capital reserve and reassign the funds to other
capital surplus in accordance with the terms of Article 448-1 of the
Corporations Act, in order to provide for flexibility and mobility in our future
financial strategy.

The titles in which reserves will be reduced, the amounts of reduction, and
the dates on which reductions will come into effect are as stated below.
1. Reduced reserve titles and values

Capital reserve JPY4,500,912,725
2. Date on which the reduction in reserves becomes effective

June 27%, 2007

In accordance with the terms of Article 452 of the Corporations Act, we
intend to use other capital surplus after the above reassignment of funds to
make up the deficiency in carry-over retained earnings.

The reduced surplus tities and amounts, and the increased surplus titles
and amounts are as stated below.
1. Reduced reserve titles and amounts

Other capital surplus JPY4,500,912,725
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2, Increased reserve titles and amounts
Carry-over retained earnings JPY4,500,912,725

Proposal 4: Selection and appointment of four directors
Director Yoshiaki Kondo completes his term of office at the conclusion of
this meeting. We request appointment of four new directors.
We believe the appointment of four new directors to make a total of six
directors of our company will strengthen the board of directors and achieve
even greater maneuverability in company administration,

The candidates for directors are as shown below.
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Candidate
No.

Name
{Date of birth)

Academic history, position, responsibilities and
representation of other corporations etc.

No. of
company
shares held

Yoshiaki Kondo
(Bom May 20, 1971

Jun, 2003
June 2005

Sept. 2005

June 2006

Appointed director of this company]
Director of Omega Project Co.,
Ltd.

Appointed president of this
company (Present post)

President of Omega Project Co,,
Lid. (Present post)

Toutetsu
Murakami
(Born Dec. 24,
1967)

Aprit 1988
Sept. 2001

June 2003

June 2006

Joined Okura Shoji.

Director of Omega Pictures Co.,
Ltd. (current name Omega Project
Co., Ltd. {(Korea))

Auditor of Union Holdings Co.
Ltd. (Present post)

Auditor of TTG Co., Ltd (current
name TTG Holdings Co., Ltd.)

Takashi Sakamoto
{Bom June 29, 1973

Apr. 1995
Apr. 2001
July 2003
Apr. 2006

Joined Ashizawa Shoi.

Joined this company.

Head of accounts department.
Head and executive director of
accounts department for this
company (Present post)

Yutaka Morohashi
(Bom April 9, 1978)

Apr. 2003
Apr. 2006

June 2006

Dec. 2006

Joined this company.

Executive director of the
management planning office of this
company (Present post)

Auditor of TTG Co., Ltd (current
name TTG Holdings Co., Ltd.)
Appointed director of Omega
Project Co., Ltd. (Present post)
Appointed director of M3

Entertainment Corporation

(Note) There are no special interests in the relationship between the candidates and
Omega Project Holdings.
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Proposal §: Selection and appointment of two auditors

Auditor Yoshihide Furubiki completes his term of office at the conclusion

of this meeting, and auditor Takaya Kawada resigns his position at the

conclusion of this meeting.

We request appointment of two new auditors.
Note that the consent of the board of auditors has been obtained in regard
to this proposal.

The candidates for auditor are as shown below,

Candidate Name
No. (Date of birth)

Academic history, position, responsibilities and
representation of other corporations etc.

No. of
company
shares held

Takanabu Shiraishi
(Born Aug. 16, 1944)

Apr, 1967 Joined Shiraishi Foundation Construction Co.,
Ltd. (Now Shiraishi Corporation).

Apr. 1968 Joined Isuzu Motors.

Mar. 1978 Joined Shiraishi Foundation Construction Ca.,
Ltd. (Now Shiraishi Corporation).

June 1992 Appointed CEO of that company.

Mar. 1983 Appointed representative executive director of]|
that company.

June 1983 Appointed representative director and vice
president of that company.

Apr. 1985 Appointed representative director and
president of that company.,

Apr. 2004 Appointed representative director and
chairmmnan of that company.

Jun. 2006, Appointed honorary chairman of that company
(Present post)

Yoshihide Furubiki
(Born Jan, 31, 1949}

Apr. 1977 RAC, Inc. founded. Appointed representative
director.

Jul. 1982 RIP, Inc. founded. Appointed representative
director.

Mar. 1993 RAC Franchise Union, Inc. founded,
Appointed representative director (Present
post).

Apr. 2000 Roya! Monaco Nailist Acadmy founded.
Appointed principal (Present post).

June 2000 Appointed auditor of this company (Present
post).
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Notes:

1.

There are no special interests in the relationship between the candidates and Omega

Project Holdings.

Yoshihide Furubiki is a candidate for external auditor.

Selection of external auditor candidates, the independence of external auditors, and

limited liability contracts for external auditors

(1) Selection of external auditor candidates, and their independence
Mr. Yoshihide Furubiki will employ his long-standing business experience and
many years as an external auditor for this company to build a far stronger system
for auditing our accounts and eperations. To that end, we request his appointment
as an extemnal auditor.
Mr. Furubiki's period of service as an external auditor for this company stands at
seven years at the conclusion of this meeting.

(2) Limited-liability contracts with external auditors
No limited-liability contract will be agreed between Mr. Yoshihide Furubiki and
this company.
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Proposal 6 Determination of the value of stock options to be used as

remuneration for directors and auditors, and the issue of
stock subscription warrants as stock options.

In accordance with articles 236, 238-1, and 239-1 and 2 of the
Corporations Act, we request approval to grant stock subscription warrants to
the directors, executive directors, auditors, advisors, and employees of our
company and affiliates as stock options, as outlined below. Note that as the
granting of stock subscription warrants to directors and auditors of our
company falls under the stipulations for Remuneration, Etc. in articles 361-1-3
and 387-1 of the Companies Act, we also request approval to grant these stock
subscription warrants to directors and auditors as Remuneration, Etc. separate
from the maximum limit on remuneration to directors and auditors. This
company currently has three directors and three auditors, but acceptance of
Proposal 4 "Appointment of four directors” would increase the number of
directors to six.

1. Values of remuneration etc.

The value of remuneration for this company’s directors was set at not
more than JPY200 million at the 17 annual general meeting of shareholders,
on June 26% 1992 (however, this limitation does not include the employee
wage for a director who is also an employee). However, we request that in
addition to that value, the value of remuneration etc. to company directors in
the form of stock subscription warrants under 2 below, granted as stock
options, should be up to JPY100 million over the period of one year from the
date following the date of this annual general meeting of shareholders. As has
been the case, the value of remuneration etc. to directors does not include the
employee wage for a director who is also an employee.

The value of remuneration for this company’s auditors was set at not
more than JPY 30 million at the 17 annual general meeting of shareholders,
on June 26" 1992, However, we request that in addition to that value, the
value of remuneration etc. to company directors in the form of stock
subscription warrants under 2 below, granted as stock options, should be up
to JPY20 million over the period of one year from the date following the date
of this annual general meeting of shareholders.
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2. Reason for the need for particularly advantageous conditions to recruit
persons to accept stock subscription warrants
We propose the granting of stock subscription warrants without
compensation as stock options in order to increase motivation to improve the
performance of our company and subsidiaries, to further improve our

corporate culture, and to promote the broadening of our business base.

3. Persons to be allocated stock subscription warrants

We propose they be allocated to the directors, executive directors,
auditors, advisors, and employees of our company and our affiliates. Note
that the stock subscription warrants are to be granted to the directors and
auditors of our companies as stock options, and correspond to the
Remuneration, Etc. of these directors and auditors.
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4,

Eligibility for stock subscription warrants
(1) Description and maximum number of stock subscription warrants
[1] Number of shares for purpose of stock subscription warrants

Each stock subscription warrant shall be for 100 common shares
in our company (referred to below as "number of granted shares®).

Note that if our common shares are split or consotidated
subsequent to the date of allocation of the stock subscription warrants
("date of allocation"), the number of granted shares shall be adjusted
according to the following formula (rounded down to the nearest
whole number of shares). Note, however, that this adjustment shall
be made for stock subscription warrants that have not been exercised
or cancelled as of the time of the adjustment.

Number of granted shares afier adjustment = number of granted
shares before adjustment x ratio of split/consolidation

Additionally, the company shall adjust the number of granted
shares as it deems necessary in the event of the merger of this
company with another company, our consolidation with another
company, the inheritance of these stock subscription warrants, or in
the event of an independent merger or division merger of our
company.
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[2] Value of property to be paid in the event of exercising stock

subscription warrants

The amount to be paid per share as property value when the stock
subseription warrants are exercised via issue or transfer (referred to
below as "exercise price”) shall be the amount muitiplied by the
number of shares issued or transferred via the exercise thereof.

The exercise price shall be the average closing value of common
shares in our company on the JASDAQ Securities Exchange over
each day of the month prior to the date of allocation (excluding days
in which there was no trading), multiplied by 1.05 (rounded down to
the nearest yen).

Note, however, that if this amount is below the closing price of
our common shares on the JASDAQ Securities Exchange on the day
prior to the date of allocation (if there was no closing price on that
day, then the most recent day prior on which there was a closing
price), then the closing price in question shall be the exercise price.

Note that if our shares are split or consolidated after the date of
allocation, the rate of split or consolidation of the above-mentioned
exercise price shall be adjusted according to the formula below, with

adjusted prices rounded down to the nearest yen.
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Exercise price after adjustment = 1
exercise price before adjustment Ratio of split/consolidation

Note also that if new shares are issued or treasury stock disposed
of at a price below the current value (excluding via the exercise of
stock subscription warrants), the above-mentioned exercise price
shall be adjusted by the following formula, with adjusted prices
rounded down to the nearest yen.

No. of No. of newly issued shares %
. . Exercise currently  + exercise price per share
E;::‘::;;ugg;:m = price before x _issued shares Market value
adjustment No. of currently issued shares +

No. of newly issued shares

In the formula above, the "number of currently issued shares” is
the total number of shares issued by this company minus the total
treasury stock in our possession; if treasury stock is disposed of,
"number of newly issued shares"” shall be replaced with "number of
treasury stock shares disposed of," and "payment price per share"
shall be replaced with "dispesal price per share.”

Additionally, the company shall adjust the exercise price as it
deems necessary in the event of the merger of this company with
another company, our consolidation with another company, the
inheritance of these stock subscription warrants, or in the event of an
independent merger or division merger of our company.

[3] Deadline for exercise of stock subscription warrants

The period for exercise of warrants shall be from July 7, 2007 to
July 6, 2012. Note, however, that the exercise of warrants by the
person so allocated ("warrant holder") may be limited within the
right exercise period by separate agreements regarding the allocation
of stock subscription warrants between the warrant holder and our
company.

[4] Restrictions on transferring stock subscription warrants

The acquisition of stock subscription warrants via transfer must be
approved by vote of the board of directors.

{5} Conditions for acquisition of stock subscription warrants
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A. If the warrant holder is unable to exercise stock subscription warrants due to
not meeting the conditions of exercise established in clause 3-(3) below, the
cornpany may acquire the stock subscription warrants without compensation.

B. In the event of the approval of an agreement of amalgamation by which the
company will become dissolved, or when a proposal to approve a share
exchange agreement by which the company will become a wholly owned
subsidiary or a proposal for share transfer is approved at a general meeting of
sharcholders, the company may acquire the stock subscription warrants
without compensation,

C. Addidonally, the company may obtain stock subscription warrants in
accordance with a vote by the board of directors at any time without
compensation.

[6] Other stock subscription warrants
The determination of the details of other stock subscription
warrants is delegated to the board of directors.
[7]1 Upper limit on number of stock subscription warrants
The maximum limit shall be 38,000 warrants.
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(2) Payment price of stock subscription warrants
Money need not be paid in exchange for stock subscription warrants.

(3) Conditions for exercise of stock subscription warrants

i. At the time of exercising rights, the warrant holder must be
positioned as a director, an executive, an auditor, an advisor, or an
employee of this company or a company affiliated with this company.
However, our company places no such limitation in the case of
resigning due to the fulfillment of one's appointed term, compulsory
retirement, permanent transfer, or other reason deemed reasonable.

fi. In the event of the death of the warrant holder during the exercise
period, the inheritor of that person may inherit the warrants.

iii. Other conditions related to the exercise of warrants are to be

determined in the allocation contract for stock subscription warrants,
(4) Other criteria for subscription

Decisions as to the date of allocation of the stock subscription warrants
and other criteria therefore is delegated to the board of directors.
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Memo space
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Guide Map to the Venue of the Shareholders General Meeting

Venue Shibuya 4-4-25, Shibuya ku, Tokyo
Ivy Hall, Aogaku Kaikan Building, B2F,
The Saffron Room
Tel: 03-3409-8181 (main)

Transport - Alight at Omotesando station, Ginza

subway line.
(Shibuya — Asakusa)

- Alight at Omotesando station, Chiyoda
subway line.
(Toride — Atsugi)

- Alight at Omotesando station,
Hanzomon subway line.
(Oshiage — Chuo Rinkan)
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