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1. Consolidated financial results (January 1, 2008 — December 31, 2008)

(1) Consolidated financial results

Revenues Operating income Ordinary income Net income(loss)
Millions ¥ % Millions ¥ % Millions ¥ % Millions ¥ %
Year ended December 2008 5,807 -25.9 718 -82.7 166 -95.9 -370 —
Year ended December 2007 7,838 25.5 4,162 23.5 4,069 204 2,209 10.3
. . . Return on Ordinary Operating | Equity in earnings
Earn;}ngs per | Diluted er?rnmgs tangible net income to income to of affiliated
share per share worth total assets sales companies
¥ ¥ % % % Millions ¥
Year ended December 2008 -3,046.20 - -4.6 0.4 12.4 8
Year ended December 2007 18,194.35 14,808.20 29.3 17.7 53.1 26
(2) Consolidated financial position
. . Net assets Tangible net
Total assets Net assets Capital ratio per share worth
Millions ¥ Millions ¥ % ¥ Millions ¥
As of December 31, 2008 53,365 11,791 14.0 61,585.54 7,483
As of December 31, 2007 32,330 10,514 26.3 70,084.83 8,511

(3) Consolidated cash flows position

Net cash provided . Net cash provided Cash and cash
. Net cash used in . . .
by (used in) . . L by financing equivalents at the
) Ll investing activities S -
operating activities activities end of period
Millions ¥ Millions ¥ Millions ¥ Millions ¥
Year ended December 2008 266 -25,673 24,040 3,061
Year ended December 2007 -5,576 -6,530 15,569 4,402




2. Dividend position

Dividend per share )
A ltotal | C lidat Consolidate
Atthe end | Attheend 1 i ihe end fnua’oa anNsolca®® | d dividend
- of the ! At the end Annual amount of d payout t
of the first of the third dividend fi per ne
second of the year total lviden ratio t
quarter quarter assets
quarter
¥ ¥ ¥ ¥ ¥ Millions ¥ % %
Year ended
December 2007 0.00 0.00 0.00 1,500.00 1,500.00 182 8.2 24
Year ended
December 2008 0.00 0.00 0.00 0.00 0.00 0 0.0 0.0
Year ending
December 2009 0.00 0.00 0.00 1,000.00 1,000.00 — 12.7 —
(Forecast)

3. Consolidated forecast for the fiscal year ending December 2009(January 1, 2009
— December 31, 2009)

Revenues Operating income Ordinary income Net income Eargihnagrsé per
Millions ¥ % Millions ¥ % Millions ¥ % Millions ¥ % ¥
Six months — — — — — — — — —
Full year 7,050 | 214 3,020 | 320.4 2,000 960 - 7,900.84

(Note) Percentage figures shown in the above represent changes from the corresponding period of the previous year.
Forecast for the six months ending June 30, 2009 is omitted due to its indefiniteness.

4. Others

(1) Changes in scope of consolidation

New included subsidiaries N/A

Excluded subsidiary N/A

(2) Changes in significant accounting policies and presentation
Changes not based on the
amendment of accounting
principles

See “Changes in accounting policies” and “Changes in presentation”

(3) Number of shares outstanding at the end of the year

As of December 31, 2007 As of December 31, 2008

Common stock

(including treasury stock) 121,452 shares

121,506 shares

Treasury stock N/A N/A




5. Financial results (January 1, 2008 — December 31, 2008)

(1) Financial results

Revenues . Operating Ordinary income Net income
income(loss)
Millions ¥ % Millions ¥ % Millions ¥ % Millions ¥ %
Year ended December 2008 1,948 -40.3 -645 — 1,385 -46.9 1,455 -37.7
Year ended December 2007 3,265 15.0 519 | 100.9 2,608 96.1 2,337 94 1
. Diluted earnings
Earnings per share per share
¥ ¥
Year ended December 2008 11,984 .47 9,527.13
Year ended December 2007 19,250.62 15,667.89
(2) Financial position
. . Net assets Tangible net
Total assets Net assets Capital ratio per share worth
Millions ¥ Millions ¥ % ¥ Millions ¥
As of December 31, 2008 17,773 7,607 42.8 62,587.94 7,604
As of December 31, 2007 16,493 6,401 38.8 52,689.45 6,399

6. Forecast for the fiscal year ending December 2009(January 1, 2009 — December

31, 2009)
Revenues Operating income Ordinary income Net income EargLn;Z per
Millions ¥ % Millions ¥ % Millions ¥ % Millions ¥ % ¥
Six months — — — — — — — — —
Full year 3,830 | 96.6 1,520 - 1,210 | -12.7 670 | -54.0 5,514.13

(Note) Percentage figures shown in the above represent changes from the corresponding period of the previous year.
Forecast for the six months ending June 30, 2009 is omitted due to its indefiniteness.




7. Consolidated financial statements
[1] Consolidated balance sheets

(Thousands of yen)

As of December 31, 2007

As of December 31, 2008

Amount % Amount %
(Assets)
| Current assets
1 Cash and cash equivalents 4,402,843 3,061,257
2 Accounts receivable 1,192,430 461,199
3 Securities — 2,086,290
4 Purchased loans 283,888 280,692
5 Other receivable 361,822 113,980
6 Entrusted properties 7,177,504 —
7 Deferred tax assets 204,787 76,725
8 Other assets(*2) 1,281,900 1,755,009
Allowance for doubtful accounts -123,015 -334,361
Total current assets 14,782,160 45.7 7,500,794 14.1
Il Non-current assets
1 Property and equipment
(1) Building(*2) 117,560 12,404,654
Accumulated depreciation -16,649 100,911 -295,532 12,109,121
(2) Furniture and equipment 98,142 101,968
Accumulated depreciation -52,127 46,014 -61,294 40,674
(3) Land(*2) — 18,382,261
Total property and equipment 146,925 0.5 30,532,057 57.2
2 Intangible assets 9,360 0.0 6,892 0.0
3 Investments and other assets
(1) Investment securities(*1)(*2) 10,920,027 7,782,662
(2) Other securities of affiliates(*2) 3,806,222 3,989,818
(3) Long-term loans receivable(*2) 2,199,393 2,107,695
(4) Security deposits 301,799 288,102
(5) Deferred tax assets — 796,423
(6) Others(*2) 164,342 361,284
Total investments and other assets 17,391,785 53.8 15,325,988 28.7
Total non-current assets 17,548,071 54.3 45,864,938 85.9
Total assets 32,330,231 100.0 53,365,732 100.0




(Thousands of yen)

As of December 31, 2007

As of December 31, 2008

Amount % Amount %
(Liabilities)
| Current liabilities
1 Short-term borrowings(*2)(*3) 9,100,175 3,600,000
2 Accrued expense 364,015 171,575
3 Income tax payable 1,288,553 201,032
4 Deposits payable 544,413 516,625
5 Accrued bonus 32,000 56,750
6 Other liabilities 180,362 348,793
Total current liabilities 11,509,520 35.6 4,894,775 9.2
Il Non-current liabilities
1 Bond(*2) 1,246,232 4,605,487
2 Convertible bond 6,000,000 6,000,000
3 Long-term borrowings(*2) — 22,000,000
4 Deposit from silent partners 3,060,243 4,074,080
Total non-current liabilities 10,306,476 31.9 36,679,567 68.7
Total liabilities 21,815,996 67.5 41,574,343 77.9
(Net assets)
| Shareholders’ equity
1 Common stock 1,200,253 3.7 1,200,779 23
2 Additional paid-in capital 1,168,214 3.6 1,168,729 22
3 Retained earnings 6,224,674 19.3 5,672,419 10.6
Total shareholders’ equity 8,593,142 26.6 8,041,927 15.1
Il Unrealized valuations
and re-measurement
;alIJen?eacllijzr(iet?egains on available for 21,289 0.1 50,666 0.1
gdjul:s?:r?ie%rgscurrency translation -59.910 02 508,248 1.0
Il Stock options 2,317 0.0 2,306 0.0
IV Non-controlling interests 1,999,975 6.2 4,306,069 8.1
Total net assets 10,514,235 325 11,791,389 221
Total liabilities and net assets 32,330,231 100.0 53,365,732 100.0




[2] Consolidated statements of income

(Thousands of yen)

Year ended December 31, 2007

Year ended December 31, 2008

Amount % Amount %
| Revenues 7,838,134 100.0 5,807,840 100.0
Il Cost of sales - - 1,631,142 28.1
Gross profit 7,838,134 100.0 4,176,697 71.9
Il Selling, general and
administrative expenses
1 Compensation for directors 202,159 250,987
2 Employee salaries 1,052,866 1,187,041
3 Employee bonus 410,995 164,700
4 Provision for accrued bonus 32,000 56,750
5 Allowance for doubtful accounts 123,015 211,345
6 Professional fees 209,431 233,025
7 Rent 270,334 238,605
8 Charges 612,303 469,236
9 Other expenses 762,799 3,675,906 46.9 646,686 3,458,379 59.5
Operating income 4,162,228 53.1 718,318 12.4
IV Non-operating income
1 Interest income 12,211 73,850
Dividend income 2,000 3,060
Hiistod companios 26,029 8,132
4 Currency exchange gain 35,660 6,258
5 Interest on refund of tax - 12,809
6 Others 1,015 76,918 1.0 2,490 106,602 1.8
V  Non-operating expenses
1 Interest expenses 112,396 514,076
2 Bond issuance expenses 27,297 -
3 Financing commissions - 82,574
Losses on derivatives - 61,648
Slocklstng maret -
6 Others 638 169,920 22 4 658,304 11.3
Ordinary income 4,069,225 51.9 166,616 29
VI Extraordinary gain
1 ?r?&gstiﬂwtsaﬁltesgiurity B B n 1,790 1,790 0.0
VIl Extraordinary loss
1 Loss on disposition of fixed assets(*1) 459 2,132
Loss on valuation of investment security — 1,310,751
Loss on dissolution 632 -
of investment in affiliates
4 Loss on office relocation(*2) 90,533 —
5 Others - 91,625 1.2 69,327 1,382,212 23.8




Income(loss) before silent partnership
distribution and income taxes

Income allocations to silent partnership

Income(loss) before income taxes
Income taxes
- current

- deferred

Non-controlling interests in
earnings(losses) of subsidiaries

Net income(loss)

1,801,114
-151,088

3,977,599

-10,668

3,988,268

1,650,025

128,623

2,209,619

50.7

50.9

21.1
1.6

28.2

501,076
-299,623

-1,213,804

-14,321

-1,199,482

201,452

-1,030,857

-370,077

-20.9

-20.7

3.5

-17.8




[3] Consolidated statements of changes in shareholders’ equity

Year ended December 31, 2007

(Thousands of yen)

Shareholders’ equity

Common stock Addltlonql paid-in Retained earnings Total shar(_eholders
capital equity
Balance as of
December 31, 2006 1,199,465 1,167,441 4,197,111 6,564,019
Amount of change
New shares issued 787 772 1,560
Dividend paid - — -182,056 -182,056
Net income — — 2,209,619 2,209,619
Change other than . . .
shareholders’ equity
Net amount of change 787 772 2,027,562 2,029,123
Balance as of
December 31, 2007 1,200,253 1,168,214 6,224,674 8,593,142
Unrealized valuations and re-measurement
Unrealized Total
; Foreign unrealized Stock Non- Total net
gains on . : controlling
available currency valuations options int + assets
translation and Interests
for sale .
o adjustments re-measure
securities
ment
Balance as of
December 31, 2006 12,852 12,540 25,392 2,332 1,990,186 8,581,930
Amount of change
New shares issued — — — — 1,560
Dividend paid — — — — — -182,056
Net income — — — — - 2,209,619
Change other than -34,141 72,450 -106,592 -15 9,789 -96,818
shareholders’ equity
Net amount of change -34,141 -72,450 -106,592 -15 9,789 1,932,304
Balance as of
December 31, 2007 -21,289 -59,910 -81,199 2,317 1,999,975 10,514,235




Year ended December 31, 2008
(Thousands of yen)

Shareholders’ equity
Common stock Addltlongl paid-in Retained earnings Total shargholders
capital equity
Balance as of
December 31, 2007 1,200,253 1,168,214 6,224,674 8,593,142
Amount of change
New shares issued 525 514 — 1,040
Dividend paid — — -182,178 -182,178
Net income(loss) — — -370,077 -370,077
Change other than o . _ o
shareholders’ equity
Net amount of change 525 514 -5652,255 -551,214
Balance as of
December 31, 2008 1,200,779 1,168,729 5,672,419 8,041,927
Unrealized valuations and re-measurement
Unrealized Total
. Foreign unrealized Stock Non-_ Total net
gains on : : controlling
available currency valuations options int + assets
translation and Interests
for sale :
o adjustments re-measure
securities
ment
Balance as of
December 31, 2007 -21,289 -59,910 -81,199 2,317 1,999,975 10,514,235
Amount of change
New shares issued — — — - 1,040
Dividend paid — — — -182,178
Net income(loss) — — — — — -370,077
Change other than 29,376 -448,337 477,714 -10 2,306,094 1,828,369
shareholders’ equity
Net amount of change -29,376 -448,337 -477,714 -10 2,306,094 1,277,154
Balance as of
December 31, 2008 -50,666 -508,248 -558,914 2,306 4,306,069 11,791,389




[4] Consolidated statements of cash flows

(Thousands of yen)

Year ended December 31, 2007

Year ended December 31, 2008

Amount Amount
| Operating activities

Income(loss) before income taxes 3,988,268 -1,199,482
Depreciation and amortization 40,793 299,289
Increase(decrease) in accrued bonus -10,000 24,750
Increase(decrease) in allowance for doubtful accounts 123,015 211,345
Operating interest income — -665,300
Operating interest expenses — 294,406
Interest and dividend income -14,212 -76,911
Currency exchange gain -9,726 —
Interest expenses 112,396 514.076
Operating losses on valuation of investment security — 826,135
Loss on disposition of fixed assets 40,256 2,132
Loss on valuation of investment security — 1,310,751
Increase (decrease) in accounts receivable -406,161 628,597
Increase (decrease) in other receivable -104,365 108,839
Increase (decrease) in interest receivable -29,825 —
Increase (decrease) in entrusted properties -7,181,223 —
Increase (decrease) in other current assets -275,923 -631,714
Increase (decrease) in accrued expense 1,600 -190,214
Increase (decrease) in deposit payable 332,082 -27,787
Increase (decrease) in consumption tax payable — -126,170
Equity in earnings (losses) of silent partnerships -196,783 376,600
Income allocations to silent partnerships -10,668 -14,321
Operating interest received — 653,282
Operating interest paid — -244,157
Others -93,702 -61,956

Sub total -3,694,178 2,012,192
Interest and dividend received 14,130 88,636
Interest paid -103,146 -404,592
Income taxes refunded 96,700 593,345
Income taxes paid -1,890,128 -2,022,676

Net cash provided by(used in) operating activities -5,576,622 266,906

Il Investing activities

Purchases of marketable securities -2,293,295 —
Proceeds from redemption and sales of marketable securities 2,293,447 —
Purchases of fixed assets -151,940 -23,505,842
Purchases of software -3,450 -
Purchases of investment securities -3,969,470 -4,000
SPerZE(rei::z from sales and redemption of investment 837,160 22.979
Purchases of other securities of affiliates -3,044,204 -1,981,363
Serzﬁfi?i:z gfg‘fﬁizltzssand redemption of other 632,702 786,667
Investments in silent partnership -223,476 -512,620
E;c;e;:si;rom redemption of investment in silent 196,547 182,466
Contribution to capital -25,000 —
Proceeds from transfer and sales of contribution 22,300 —
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Year ended December 31, 2007

Year ended December 31, 2008

Amount Amount
Purchases of money trust -2,617,860 -1,503,638
Proceeds from redemption of money trust 42,995 759,519
Payments for loans issued -128,570 -20,751
Collections of loans receivable 4,952,352 94,569
Purchases of loans receivable -3,207,565
Others 156,883 8,834
Net cash used in investing activities -6,530,445 -25,673,180
Il Financing activities
Increase (decrease) in short-term borrowings 5,638,695 -5,500,175
Proceeds from long-term borrowings — 22,023,000
Proceeds from issuance of bonds 7,679,743 3,397,800
Redemption of bonds -460,807 -38,545
Dividends paid -182,056 -180,086
Proceeds from non-controlling interests 1,254,622 3,625,192
Distribution to non-controlling interests -1,333,572 -291,725
Proceeds from silent partners 3,070,912 1,258,119
Others 1,540 -252,932
Net cash provided by financing activities 15,569,076 24,040,646
IV Foreign currenpy translation adjustments in cash 46,138 24,041
and cash equivalents
V  Net |r‘1crease(decrease) in cash and cash 3,508,146 1,341,585
equivalents
VI Cash and cash equivalents at the beginning of period 889,139 4,402,843
VIl Increase by inclusion of new consolidated
e 5,556
subsidiaries
VIII Cash and cash equivalents at the end of period 4,402,843 3,061,257
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Basis of presenting the consolidated financial statements

1

Scope of consolidation

Year ended December 31, 2007

Year ended December 31, 2008

(1) Number of consolidated subsidiaries: 23 entities
Names of the consolidated subsidiaries are as follows:

SCJ Servicing Co., Ltd.

SCJ Investment Management Co., Ltd.

SCJ VM Y.K.

SCJ REP GP Investor Y.K.

SCJ-M-B Investment LPS

SCJREP NK Partnership

SCJREP Il NK Partnership

SCJREP Asia NK Partnership

SCJREP Asia Management, L.P.

SCJ Real Estate Mezzanine Partners | Investment LPS

Ashwood Il Y.K.

SCJ-RMF-B Investment LPS

SRF Toranomon Chukan Hojin

SCJ Mezzanine Investment G.K.

SCJ Residential Fund2 G.K.

RF2C GK.

SCJ Mezzanine Investment G.K., CSG GK., SCJ
Residential Fund2 G.K., SCJ Toranomon Chukan Hojin,
RF2A GK., RF2B GK., RF2C GK. and RF2D GK. are
established in the current year and included in the
consolidated financial statements.

The amount of total assets and the profit or loss from
SCJREP Asia Management, L.P. and SGP Chukan
Hojin became material to the consolidated financial
statements taken as a whole. Thus, they are included in
the current year’s consolidated financial statements.

The company's influence on Ashwood | Y.K. is deemed
no longer temporary. Thus, it is included in the
consolidated financial statements in the current year.

(2) Names of the main unconsolidated subsidiaries are as
follows:
Mountain Recovery Fund | Y.K.
MRF 2 Y.K.
SCJREP | Management, L.P.
SCJREP Il Management, L.P.
SCJREP Asia, L.P.

Mountain Recovery Fund | Y.K. and MRF 2 Y.K.
maintain loan portfolios for silent partners. SCJREP |
Management, L.P., SCJREP Il Management, L.P. and
SCJREP Asia, L.P. maintain real estate property
portfolios for partners. Our substantial share of assets,
net income or loss in the entity has no material effect on
the consolidated financial statements taken as a whole.
Therefore, they are not included in the consolidated

financial statements in accordance with Japanese

(1) Number of consolidated subsidiaries: 24 entities

Names of the consolidated subsidiaries are as follows:
SCJ Servicing Co., Ltd.
SCJ Investment Management Co., Ltd.
SCJ VM Y.K.
SCJ REP GP Investor Y.K.
SCJ-M-B Investment LPS
SCJREP NK Partnership
SCJREP Il NK Partnership
SCJREP Asia NK Partnership
SCJREP Asia Management, L.P.
SCJ Real Estate Mezzanine Partners | Investment LPS
Ashwood Il Y.K.
SCJ-RMF-B Investment LPS
SRF Toranomon Chukan Hojin
SCJ Mezzanine Investment G.K.
SCJ Residential Fund2 G.K.
RF2C GK.
RF2A GK.
RF2D GK.
SCJREP IV Management, LLC

SCJREP IV Management, LLC is established in this
year and included in the consolidated financial
statements.

(2) Names of the main unconsolidated subsidiaries are as
follows:
Mountain Recovery Fund | Y.K.
SCJREP | Management, L.P.
SCJREP Il Management, L.P.
SCJREP Asia, L.P.
SCJREP IV, L.P.
SCJREP IV Cayman, L.P.
SCJREP IV Fund, L.P.

Mountain Recovery Fund | Y.K. maintains loan portfolios
for silent partners. SCJREP | Management, L.P.,
SCJREP Il Management, L.P., SCJREP Asia, L.P.,
SCJREP IV, L.P., SCJREP IV Cayman, L.P. and
SCJREP IV Fund, L.P. maintain real estate property
portfolios for partners. Our substantial share of assets,
net income or loss in the entity has no material effect on
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Accounting Standards for the consolidated financial
statements No.5-1-2.

The total assets, revenues, net income and retained
earnings (based on ownership interest) of the other
unconsolidated subsidiaries have no material effects on
the consolidated financial statements. Therefore
activities from other unconsolidated subsidiaries are not
included in the consolidated financial statements.

the consolidated financial statements taken as a whole.
Therefore, they are not included in the consolidated
financial statements in accordance with Japanese
Accounting Standards for the consolidated financial
statements No.5-1-2.

The total assets, revenues, net income and retained
earnings (based on ownership interest) of the other
unconsolidated subsidiaries have no material effects on
the consolidated financial statements. Therefore
activities from other unconsolidated subsidiaries are not
included in the consolidated financial statements.

2 Use of equity method

Year ended December 31, 2007

Year ended December 31, 2008

(1) Affiliated companies accounted for using the equity
method.
J-STAR K.K.
J-STAR No.1 Investment LPS

(2) Unconsolidated subsidiaries accounted for using the
equity method.
N/A

(3) The following unconsolidated subsidiaries are not
accounted for using the equity method.
Mountain Recovery Fund | Y.K.
MRF 2 Y.K.
SCJREP | Management, L.P.
SCJREP Il Management, L.P.
SCJREP Asia, L.P.

Net income and retained earnings of the above
unconsolidated subsidiaries have no material effect on
the consolidated financial statements. Thus, these
companies are not accounted for using the equity
method.

=

Affiliated companies accounted for using the equity
method.
Same as on the left

Unconsolidated subsidiaries accounted for using the
equity method.

SCJREP | Management, L.P.

SCJREP Il Management, L.P.

SCJREP Asia, L.P.

SCJREP IV, L.P.

SCJREP IV Cayman, L.P.

SCJREP IV Fund, L.P.

SCJREP IV, L.P., SCJREP IV Cayman, L.P. and
SCJREP IV Fund, L.P. are established in the current
year and accounted for using the equity method.

The following unconsolidated subsidiaries are not
accounted for using the equity method.
Mountain Recovery Fund | Y.K.

Net income and retained earnings of the above
unconsolidated subsidiaries have no material effect on
the consolidated financial statements. Thus, these
companies are not accounted for using the equity
method.

3 Fiscal year of consolidated subsidiaries

Year ended December 31, 2007

Year ended December 31, 2008

The fiscal year end for the subsidiaries

SCJ Real Estate Mezzanine
Partners | Investment LPS
SRF Toranomon Chukan Hojin
SCJ Residential Fund2 GK.
SCJ Toranomon Chukan Hojin

End of January

End of January
End of June
End of June

The fiscal year end for the subsidiaries

Same as on the left

-13-




RF2A GK. End of June
RF2B GK. End of June
RF2C G.K. End of June
RF2D GK. End of June

However, these subsidiaries are consolidated based on
their financial statements as of the end of December.
Except for those entities listed above, other
consolidated subsidiaries have the same fiscal year end
as the parent company.

4 Summary of significant accounting policies

Year ended December 31, 2007

Year ended December 31, 2008

(1) Significant asset valuation method

a) For securities with fair market value

Valuation is based on the market value at each year
end. (The unrealized gain/loss is recorded in the net
assets section.)

b) For securities without fair market value

The purchase cost of the securities is used. (For the US
dollar denominated securities, these securities are
re-measured into the Japanese Yen using the prevailing
market rate at the year end. The unrealized gain/loss is
recorded in the net assets section.)

(Refer 4-(7)-a for the treatment of the investment in
silent partnership)

(The capital contributions made to limited liability
partnerships and similar partnerships are treated as
“securities” on the consolidated balance sheets in the
amount proportional to the contributions made to the
partnerships. The changes in the company’s share of
the interests in the partnerships are adjusted based on
the company’s share accordingly.)

c) Derivatives
Evaluation is based on the market value.

d) Entrusted properties (real estate for sale)
The specific cost method is used and depreciated over
its estimated useful life of 45 years.

(2) Depreciation method of significant depreciable assets

a) Tangible assets:
Buildings except for building attachments are
depreciated as follows:
i) Acquired on and before March 31, 1998
Old declining balance method
ii) Acquired from April 1, 1998 to March 31, 2007
Old straight-line method
iii) Acquired on and after April 1, 2007
New straight-line method

Other tangible assets are depreciated as follows:

14 -

(1) Significant asset valuation method
a) For securities with fair market value
Same as on the left

b) For securities without fair market value
Same as on the left

c) Derivatives
Same as on the left

d) Entrusted properties (real estate for sale)
N/A

(2) Depreciation method of significant depreciable assets

a) Tangible assets:
Buildings except for building attachments are
depreciated as follows:
i) Acquired on and before March 31, 1998
Old declining balance method
ii) Acquired from April 1, 1998 to March 31, 2007
Old straight-line method
iii) Acquired on and after April 1, 2007
New straight-line method

Other tangible assets are depreciated as follows:




i) Acquired on and before March 31, 2007
Old declining balance method

i) Acquired on and after April 1, 2007
New declining balance method

The useful life of principal assets is as follows:
Buildings: 15 years
Furniture and equipment: 4-15 years

b) Intangible assets:

Intangible assets are depreciated by straight-line
method. Software for internal use is depreciated by
straight-line method over the expected available period
of 5 years.

@)

Amortization method of significant deferred assets

a) Stock issuance related expenses:

Stock issuance related costs are expensed as incurred.

b) Bond issuance expenses:

Bond issuance costs are expensed as incurred.
(4) Accounting for significant allowances and reserves:
a) Allowance for doubtful accounts:
For general receivables, general allowances are
provided using a rate determined by our past bad debt
history. Specific allowances are provided for estimated
amounts considered to be uncollectible after the

reviewing the individual collectibility of certain doubtful
accounts.

b) Allowance for bonus payments:
The company properly accrues estimated incentive
payments for employees that have been vested during
the year.
(5) Translation of foreign currency transactions:
Foreign currency denominated payables and
receivables are re-measured into the Japanese Yen

using the prevailing market currency exchange rate at
the year end.

(6) Accounting for significant leases:

All finance leases, except for those leases with the
transfer of ownership, are treated as operating leases.

(7) Other significant accounting policies:

a) Accounting for investment in silent partnership:
Investment in silent partnership is accounted as
‘Investment securities’ on the consolidated balance
sheets in the amount proportional to the contribution of
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i) Acquired on and before March 31, 2007
Old declining balance method

ii) Acquired on and after April 1, 2007
New declining balance method

The useful life of principal assets is as follows:
Buildings: 15-45 years

Furniture and equipment: 4-15 years

b) Intangible assets:
Same as on the left

Amortization method of significant deferred assets

@)

a) Stock issuance related expenses:
Same as on the left

b) Bond issuance expenses:
Same as on the left

Accounting for significant allowances and reserves:

2

a) Allowance for doubtful accounts:
Same as on the left

b) Allowance for bonus payments:
Same as on the left

Translation of foreign currency transactions:

®)

Same as on the left

(6)

Accounting for significant leases:

Same as on the left

)

Other significant accounting policies:

a) Accounting for investment in silent partnership:
Same as on the left




the assets to the silent partnership which is recorded at
the time such investment is made. The change in
company’s share of equity interests in the silent
partnership is accounted as ‘Sales’ and the equivalent
amount of increases/decreases as ‘Investment
securities’. A distribution from the company’s investee is
accounted as redemption of the investment which
decreases the amount of ‘Investment securities’.

b) Accounting for purchased loans:

Collection of purchased loans offsets the ‘Purchased
loans’ and difference from purchase price is recorded
as ‘Sales’.

c) Accounting for consumption taxes:

The consumption tax and the local consumption tax are
excluded from transaction amounts. The undeductible
consumption taxes are expensed for the current period
and related to the fixed assets are included in the
purchase prices.

b) Accounting for purchased loans:
Same as on the left

c) Accounting for consumption taxes:
Same as on the left

5 Valuation method used for consolidated subsidiaries’ assets and liabilities

Year ended December 31, 2007

Year ended December 31, 2008

The fair market value method is fully adopted for the
valuation of assets and liabilities of the consolidated
subsidiaries.

Same as on the left

6 Definition of cash and cash equivalents in consolidated statement of cash flows

Year ended December 31, 2007

Year ended December 31, 2008

Cash and cash equivalents are comprised of short-term
investments with original maturities of less than ninety

days.

Same as on the left

Changes in accounting policy

Year ended December 31, 2007

Year ended December 31, 2008

Starting this year, certain changes were made to the
depreciation method to be compliant to the new income
tax rule. The application of the new rules has no material
effect on the consolidated statements of income.

The building and land held by funds managed by our
group companies are recorded as entrusted properties
in the prior year.

However, the management of the consolidated group
places more emphasis on the importance of expected
future cash flows from tenants from the time of its
acquisition. This is because the expected amount of
time that the properties held by funds is expected to be
longer in comparison to our funds established a few
years ago due to many current economical factors.

As a result, the balance of ‘Entrusted properties’
decreased by ¥30,398,916 thousand and ‘Property and
equipment’ increased by the amount in comparison to
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the balance using the old account policy. In addition, on
the consolidated statements of cash flows for the
current year, the amount of ‘Increase in entrusted
properties’ decreased by ¥23,481,719 thousand and
‘Purchases of fixed assets’ increased by the amount in
comparison to the balance using the old account policy.

Changes in presentation

Year ended December 31, 2007

Year ended December 31, 2008

Consolidated statements of income:

The amount of ‘charges’ on the consolidated
statements of income became over 10% of the total
selling, general and administrative expenses, thus it is
presented separately. The amount of ‘charges’ for the
year ended December 31, 2006 was ¥160,065
thousand if disclosed on the face of the consolidated
income statement.

Consolidated statements of cash flows:

(1) The following accounts are included in ‘others’ in
operating activities section due to their immateriality. The
amount of these accounts on the fiscal year ended
December 31, 2007 are as follows;

Account Amount

Loss on dissolution of

investment in affiliates ¥632 thousand

Increase (decrease) in

purchased loans ¥9,182 thousand

Increase (decrease) in advance

. ¥23,160 thousand
received

Increase (decrease) in

] ¥-5,099 thousand
consumption tax payable

(2) The ‘payments of security deposits’ in investing
activities section is included in ‘others’ due to its
immateriality. Its amount on the fiscal year ended
December 31, 2007 is ¥-12,554 thousand.

(3) The ‘proceeds from issuance of common stock’ in
financing activities section is included in ‘others’ due to
its immateriality. Its amount on the fiscal year ended
December 31, 2007 is ¥1,540 thousand.

Consolidated balance sheets:
The amount of ‘Non-current deferred tax assets’ on the
consolidated balance sheets became over 1% of the
total assets, thus it is presented separately. The
amount of ‘Non-current deferred tax assets’ for the last
year was ¥57,516 thousand if disclosed on the face of
the consolidated income statement.

Consolidated statements of income:
The amount of ‘Interest on refund of tax’ on the
consolidated statements of income became over 10%
of the total non-operating income, thus it is presented
separately. The amount of ‘Interest on refund of tax’ for
the last year was ¥373 thousand if disclosed on the
face of the consolidated income statement.

Consolidated statements of cash flows:
(1) The following accounts become material to the
consolidated financial statements, thus they are
presented separately. The amounts of these accounts
on the fiscal year ended December 31, 2007 were as

follows;
Account Amount
Operating interest income ¥512,815 thousand

Increase(decrease) in

- ¥5,099 thousand
consumption tax payable

Operating interest received ¥483,162 thousand

(2) The ‘Purchases of software’, ‘Contributions to
capital’ and ‘Proceeds from transfers and sales of
capital contributions’ in investing activities section are
included in ‘others’ due to its immateriality. Their
amounts for the current year are ¥862 thousand, ¥9,000
thousand and ¥5,000 thousand, respectively.
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Additional information

Year ended December 31, 2007

Year ended December 31, 2008

For the year ended 2007, the expenses of our
consolidated entities, including the management fees
and interest expenses, were included as a part of
selling, general and administrative expenses which
were directly related to their rental income and interest
revenues which were recorded as a part of revenues.
This is because the amounts of these expenses were
not material enough to be classified as a separate line
item.

However, the management expects the impact of the
revenues and expenses from these entities are going to
be material to the consolidated financial statements for
the current year. Thus, those direct expenses of our
consolidated entities are classified as cost of revenues.
Accordingly, the provision of the new separate line item
increased the cost of revenues by ¥1,631,142 thousand
and decreased the operating expenses, non-operating
expenses and extra ordinary loss by ¥510,599
thousand, ¥294,406 thousand and ¥826,135 thousand,
respectively.

In addition, part of ‘Interest expenses’ and ‘Interest paid’
in the section of operating activities of consolidated
statements of cash flows were classified to ‘Operating
interest expenses’ and ‘Operating interest paid’. As a
result, the amount of ‘Operating interest expenses’ and
‘Operating interest paid’ increased ¥294,406 thousand
and ¥244,157 thousand, respectively. In addition, the
amount of ‘Interest paid’ decreased by ¥244,157
thousand in comparison to the amount using the old
account policy.

Notes

(Consolidated balance sheets)

Year ended December 31, 2007

Year ended December 31, 2008

(1) Capital establishment of non-consolidated companies
are as follows:

Investment securities ¥98,845 thousand

Short-term bank loans at December 31, 2007,

consisted of collateralized non-recourse loans from a

(2

bank of ¥5,500,175 thousand. The carrying amounts of
assets pledged as collaterals for the short-term bank
loans at December 31, 2007 are as follows:

Investment securities
Long-term loans receivable

¥7,312,000 thousand
¥2,183,274 thousand

Total ¥9,495,274 thousand

Bond at December 31, 2007, consisted of collateralized
non-recourse bond of ¥1,246,232 thousand. The
carrying amounts of assets pledged as collateral for the
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(1) Capital establishment of non-consolidated companies
are as follows:

Investment securities ¥93,378 thousand

(2) Assets pledged as collateral were as follows:

Assets pledged as collateral

¥537,807 thousand
¥12,016,655 thousand
¥18,382,261 thousand
¥4,000 thousand
¥14,022 thousand

Current other assets
Building

Land

Other securities of affiliates
Non-current other assets

Total ¥30,954,746 thousand

Liabilities corresponding to assets pledged as collateral

¥22,000,000 thousand
¥4,605,487 thousand

Long-term borrowings
Bond

Total ¥26,605,487 thousand

The above borrowings and bond are non-recourse liabilities




bond at December 31, 2007 are as follows: and expected to be repaid by only pledged assets and

future income from them.

Long-term loans receivable ¥1,081,919 thousand In addition, other securities of affiliates of ¥5,145,737
Investment securities ¥3,622,392 thousand

Other assets ¥249 661 thousand thousand are pledged as collateral, but they were
Short-term borrowings ¥-2.723,088 thousand eliminated on the consolidated balance sheets.

Other liabilities ¥-774,463 thousand

Total ¥1,456,422 thousand

(3) The company entered into credit line agreements with (3) The company entered into credit line agreements with

several banks. several banks.

The total amount of credit ¥3,600,000 thousand The total amount of credit ¥3.900,000 thousand
line agreements line agreements

Used credit line balance as Used credit line balance as

of December 31, 2007 ¥3,600,000 thousand of December 31, 2008 ¥3,600,000 thousand
Unexercised credit line Unexercised credit line

balance as of December 31, N/A balance as of December 31, ¥300,000 thousand
2007 2008

A 2 billion YEN credit line agreement with one of our
banks requires the Company to maintain the ordinary
consolidated income to be more than 1 billion Yen on
an annual basis. Currently, our consolidated ordinary
income does not meet the requirement. However, the
bank acknowledges the fact and does not plan to
take an action to declare a default event. The
agreement covers the period from October 12, 2006
to October 12, 2009.

(Consolidated statements of income)

Year ended December 31, 2007 Year ended December 31, 2008
(1) Detail of the loss on disposition of fixed assets: (1) Detail of the loss on disposition of fixed assets:
Furniture and Equipment ¥459 thousand Furniture and Equipment ¥2,132 thousand

(2) Details of loss from office relocaton: |  ———

Office recovery expenses ¥41,853 thousand
Loss on disposition of fixed assets ¥39,797 thousand
Moving expenses ¥8,883 thousand
Total ¥90,533 thousand
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(Consolidated statements of changes in shareholders' equity)

Year ended December 31, 2007

1. Type and number of treasury stock

Number at the . Number 0].( Number Of. Number at the end of _n
beginning of year increase during decrease during year Description
the year the year
Issued stock 121,371 shares 81 shares - 121,452 shares *4
(common stock)

Notes:

2. Stock options

1. The increase of issued stock (81 shares) was due to exercise of stock options.

Entity

Detail

Balance as of December 31, 2007

Secured Capital Japan Co., Ltd.

Stock acquisition rights

¥2 317 thousand

3. Dividend paid

Resolution Share type Total.a.mount of Dividend per Record date Effective date
dividend share
Annual shareholders’
meeting on March Common stock ¥182,056 thousand ¥1,500 | December 31, 2006 March 29, 2007
28, 2007
Dividend to be effective on and after next period
Resolution Share Total'a'mount of Source Dividend Record date Effective date
type dividend per share
Annual
shareholders common | y1g5 178 thousand | ~cained ¥1,500 | December 31, 2007 | March 27, 2008
meeting on stock earnings
March 26, 2008
Year ended December 31, 2008
1. Type and number of treasury stock
Number at the . Number OT Number Of. Number at the end of .
beginning of year increase during decrease during year Description
the year the year
Issued stock .
121,452 shares 54 — 121,506 shares 1
(common stock)

Notes:

2. Stock options

1. The increase of issued stock (54 shares) was due to exercise of stock options.

Entity

Detail

Balance as of December 31, 2008

Secured Capital Japan Co., Ltd.

Stock acquisition rights

¥2,306 thousand

3. Dividend paid

26, 2008

Resolution Share type Totalia.mount of Dividend per Record date Effective date
dividend share
Annual shareholders’
meeting on March Common stock ¥182,178 thousand ¥1,500 December 31, 2007 March 27, 2008

-20-




(Consolidated statements of cash flows)

Year ended December 31, 2007 Year ended December 31, 2008
Cash and cash equivalents at the end of the year and Cash and cash equivalents at the end of the year and
their relevant items posted in the consolidated balance their relevant items posted in the consolidated balance
sheets and their amount. sheets and their amount.
Cash ¥4,402,843 thousand Cash ¥3,061,257 thousand
Cash and cash equivalents ¥4,402,843 thousand Cash and cash equivalents ¥3,061,257 thousand

(Segment information)

1. Business segment information
Year ended December 31, 2007

(Thousands of yen)

Property . L
L Loan acquisition Eliminations or .
acquisition and Consolidated
and Total non-allocatable
asset total
management expenses
management
Revenues and operating income
Revenues
(1) Revenues to external
6,092,961 1,745,172 7,838,134 — 7,838,134
customers
(2) Inter-segment revenues _ _ _ _ _
and transfers
Total 6,092,961 1,745,172 7,838,134 - 7,838,134
Operating expenses 2,451,359 853,247 3,304,607 371,299 3,675,906
Operating income 3,641,602 891,925 4,533,527 -371,299 4,162,228
Assets depreciation expense
and capital expenditure
Assets 26,687,159 1,507,914 28,195,074 4,135,157 32,330,231
Depreciation expense 13,585 5,001 18,586 18,487 37,073
Capital expenditure 60,897 22,418 83,316 72,198 155,515
Notes 1. Primary operations of the respective business segments are as follows:

Property Acquisition and Asset Management:

Consists of the acquisition and asset management of real estate properties.
Loan Acquisition and Management:

Consists of the acquisition and servicing of secured and unsecured loans.

2. Unallocated operating expenses included in the eliminations and corporate components of operating expenses
in 2007 amounted to ¥371,299 thousand. These expenses primarily represent administrative expenses of the
Company.

3. The total amount of assets, ¥4,135,157 thousand for the corporate section mainly represents cash equivalents,
income tax receivables and security deposits.
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Year ended December 31, 2008

(Thousands of yen)

Real estate Loan investment Eliminations or .
) Consolidated
investment and asset Total non-allocatable total
management management expenses
Revenues and operating income
Revenues
(1) Revenues to external
4,889,255 918,584 5,807,840 — 5,807,840
customers
(3) Inter-segment revenues B B B B B
and transfers
Total 4,889,255 918,584 5,807,840 — 5,807,840
Operating expenses 3,952,360 832,563 4,784,924 304,597 5,089,521
Operating income 936,894 86,020 1,022,915 -304,597 718,318
Assets depreciation expense
and capital expenditure
Assets 48,527,540 1,067,516 49,595,056 3,770,675 53,365,732
Depreciation expense 272,802 6,448 279,251 20,038 299,289
Capital expenditure 23,490,254 4,341 23,494,596 12,109 23,506,705

Notes 1.

Real estate investment management:
Consists of the acquisition and asset management of real estate properties.
Loan investment and asset management:
Consists of the acquisition and servicing of secured and unsecured loans.

Primary operations of the respective business segments are as follows:

2.

Unallocated operating expenses included in the eliminations and corporate components of operating expenses
in 2008 amounted to ¥304,597 thousand. These expenses primarily represent administrative expenses of the
Company.

The total amount of assets, ¥3,770,675 thousand for the corporate section mainly represents cash equivalents,

income tax receivables and security deposits.

2. Geographical segment information

Year ended December 31, 2007

(Thousands of yen)

Japan North America Total Eliminations or Consolidated total
corporate
Revenues and operating income
(1) Revenues to external 6,867,764 970,369 7,838,134 — 7,838,134
customers
(2) Inter-segment revenues - B _ _ _
and transfers
Total 6,867,764 970,369 7,838,134 — 7,838,134
Operating expenses 3,304,607 — 3,304,607 371,299 3,675,906
Operating income 3,563,157 970,369 4,533,527 -371,299 4,162,228
Assets 25,913,540 2,281,533 28,195,074 4,135,157 32,330,231
Notes 1. Geographical segment is determined based on the location of the countries.

2. The country included in ‘North America’ segment is the United States.

3. Unallocated operating expenses included in the eliminations and corporate components of operating expenses
amounted to ¥371,299 thousand. These expenses primarily represent administrative expenses of the company.

4. The total amount of assets, ¥4,135,157 thousand for the corporate section mainly represents cash equivalents,
income tax receivables and security deposits.
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Year ended December 31, 2008

(Thousands of yen)

Japan North America Total Eliminations or Consolidated total
corporate
Revenues and operating income
(1) Revenues to external 4,658,765 1,149,074 5,807,840 — 5,807,840
customers
(3) Inter-segment revenues 262,558 B 262,558 -262,558 B
and transfers
Total 4,921,324 1,149,074 6,070,399 -262,558 5,807,840
Operating expenses 4,781,920 21,059 4,802,980 286,541 5,089,521
Operating income 139,403 1,128,014 1,267,418 -549,099 718,318
Assets 45,984,808 3,611,634 49,596,442 3,769,289 53,365,732
Notes 1. Geographical segment is determined based on the location of the countries.

2. The country included in ‘North America’ segment is the United States.

3. Unallocated operating expenses included in the eliminations and corporate components of operating expenses
amounted to ¥304,597 thousand. These expenses primarily represent administrative expenses of the company.

4. The total amount of assets, ¥3,770,675 thousand for the corporate section mainly represents cash equivalents,
income tax receivables and security deposits.

3. Overseas sales

Year ended December 31, 2007

North America

Total

Il Consolidated revenues

I Revenues from oversea customers

Il Portion of revenues from oversea customers

¥996,670 thousand

12.7%

¥996,670 thousand

¥7,838,134 thousand

12.7%

Notes 1.

Geographical segment is classified based on the location of the countries.

2. The country included in ‘North America’ segment is the United States.

Year ended December 31, 2008

North America

Total

Il Consolidated revenues

| Revenues from oversea customers

Il Portion of revenues from oversea customers

¥1,153,752 thousand

19.9%

¥1,153,752 thousand

¥5,807,840 thousand

19.9%

Notes 1.

Geographical segment is classified based on the location of the countries.

2. The country included in ‘North America’ segment is the United States.
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(Earnings per share data)

Year ended December 31, 2007

Year ended December 31, 2008

Net assets per share

Net income(loss) per share after taxes

Diluted net income per share after taxes

¥70,084.83

¥18,194.35

¥14,808.20

¥61,585.54

¥-3,046.20

N/A

(Notes) 1. Items used to calculate the amount of net assets per share:

Year ended December 31, 2007

Year ended December 31, 2008

Amount of net assets

¥10,514,235 thousand

¥11,791,389 thousand

Amount of deductions

¥2,002,292 thousand

¥4,308,376 thousand

Stock options

¥2,317 thousand

¥2,306 thousand

Non-controlling interests

¥1,999,975 thousand

¥4,306,069 thousand

Amount of net assets relevant to common stock

¥8,511,942 thousand

¥7,483,013 thousand

Number of common stock at the end of year

121,452 shares

121,506 shares

(Notes) 2. Items used to calculate earnings per

share and diluted earnings per share:

Year ended December 31, 2007

Year ended December 31, 2008

Net income(loss)

¥2,209,619 thousand

¥-370,077 thousand

Amount not allocable to common
shareholders

Net income(loss) available for common stock
shareholders

¥2,209,619 thousand

¥-370,077 thousand

Number of average shares outstanding during
the year

121,445 shares

121,488 shares

Details of net income adjustments included in
the calculation of diluted earnings per share

Details of increased number of shares Stock option 17,417 shares NA
included in the calculation of diluted earnings gg:c\j/emble 10,354 shares

per share Total 27,771 shares

Details of items not included in the calculation Stock option (See notes)

of diluted earnings per share

(Authorized on March 30, 2005)
5,367 shares

Stock option
(Authorized on March 30, 2006)
1,100 shares

Notes

Stock options (Authorized on July 25, 2002) -

12,069 shares

Stock options (Authorized on January 8, 2004) --- 6,750 shares
Stock options (Authorized on March 30, 2005) --- 3,792 shares
Stock options (Authorized on March 30, 2006) --- 1,000 shares

Convertible bond (Authorized on April 11, 2007) ---

15,487 shares
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(Significant subsequent events)
Year ended December 31, 2007

Significant investment, borrowing and collaterization

On January 30, 2008, RF2A G.K., one of the investment vehicles of the company acquired an entrusted properties
security of ¥3,640 million. The entity financed the purchase by drawing a long-term bank loan of ¥2,623 million at 2.53%
per annum, which is due on January 28, 2011. The bank loan is a non-recourse loan which is collateralized by the security
purchased.

On January 30, 2008, RF2C G.K., one of the investment vehicles of the company acquired an entrusted properties
security of ¥1,310 million. The entity financed the purchase by drawing a long-term bank loan of ¥5,900 million at 2.53%
per annum, which is due on January 28, 2011. The bank loan is a non-recourse loan which is collateralized by the security
purchased.

Year ended December 31, 2008
N/A
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8. Non-consolidated financial statements

[1]1 Non-consolidated balance sheets

(Thousands of yen)

As of December 31, 2007

As of December 31, 2008

Amount % Amount %
(Assets)
| Current assets
1 Cash and cash equivalents 3,305,098 2,669,618
2 Accounts receivable 1,209,118 1,971,923
3 Other receivable 282,987 111,513
4 Income tax receivable 330,040 364,429
5 Prepaid expenses 36,790 46,230
Deferred tax assets 33,871 35,893
7 fSr;Src:]rtétﬁe“rir:téc;ans receivable 6.116.360 7.737.101
8 Other assets 18,913 168,556
Total current assets 11,333,180 68.7 13,105,266 73.7
Il Non-current assets
1 Property and equipment
(1) Building 117,560 123,972
Accumulated depreciation -16,649 100,911 -31,505 92,466
(2) Furniture and equipment 98,142 101,968
Accumulated depreciation -52,127 46,014 -61,294 40,674
Total property and equipment 146,925 0.9 133,141 0.8
2 Intangible assets
(1) Software 9,360 6,892
Total intangible assets 9,360 0.1 6,892 0.0
3 Investments and other
assets
(1) Investment securities 1,261,778 1,092,029
(2) Investment in affiliates 643,397 627,797
(3) Other securities of affiliates 2,588,786 1,622,761
(4) Contribution to capital 97,666 91,266
(5) Contribution to capital of affiliates 8,000 10,000
aseivanie from affiates 128,845 552,056
(7) Security deposits 261,799 263,102
(8) Deferred tax assets 13,364 337,607
Allowance for doubtful accounts — -68,400
Tota] investments and other 5003638 | 30.3 4528221 | 255
Total non-current assets 5,159,924 31.3 4,668,255 26.3
Total assets 16,493,105 100.0 17,773,521 100.0
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(Thousands of yen)

As of December 31, 2007

As of December 31, 2008

Amount % Amount %
(Liabilities)
| Current liabilities
1 Short-term borrowings 3,635,000 3,935,000
2 Accrued expense 263,661 115,519
3 Income tax payable 28,164 12,333
4 Deposit payable 118,123 27,545
5 Accrued bonus 32,000 56,750
6 Other liabilities 14,599 19,257
Total current liabilities 4,091,548 248 4,166,404 234
Il Non-current liabilities
1 Convertible bond 6,000,000 6,000,000
Total non-current liabilities 6,000,000 36.4 6,000,000 33.8
Total liabilities 10,091,548 61.2 10,166,404 57.2
(Net assets)
| Shareholders’ equity
1 Common stock 1,200,253 7.3 1,200,779 .6.8
2 Additional paid-in capital
(1) Additional paid-in capital 1,168,214 1,168,729
Total additional
paid-in capital 1,168,214 71 1,168,729 6.6
3 Retained earnings
(1) Retained earnings
Retained earnings carried forward 4,041,975 5,315,769
Total retained earnings 4,041,975 24.5 5,315,769 29.9
Total shareholders’ equity 6,410,443 38.9 7,685,277 43.3
II' Unrealized valuations and
re-measurement
;all.len;eeillijzr(iiigains on available for 11,203 01 80,467 05
;I';J_tra;leuar;rjlzlnzqzitvaluatlons and 11,203 01 -80.467 05
Il Stock options 2,317 0.0 2,306 0.0
Total net assets 6,401,556 38.8 7,607,116 42.8
Total liabilities and net assets 16,493,105 100.0 17,773,521 100.0
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[2] Non-consolidated statements of income

(Thousands of yen)

Year ended December 31, 2007

Year ended December 31, 2008

Amount % Amount %
| Revenues 3,265,283 100.0 1,948,315 100.0
acminishate oxponses 2745974 | 841 2,504,134 | 133.
Operating income(loss) 519,308 15.9 -645,819 -33.1
Il Non-operating income

1 Interest income 34,453 168,814

2 Dividend income 2,112,000 1,895,160

3 Currency exchange gain 10,917 5,047

4 Others 599 2,157,971 66.1 1,221 2,070,243 106.2

IV Non-operating expenses

1 Interest expenses 11,959 39,167

2 Bond issuance expenses 27,297 —

3 Stock listing market change expenses 29,589 -

4 Others 4 68,850 2.1 0 39,168 2.0

Ordinary income 2,608,430 79.9 1,385,255 711
V  Extraordinary gain
1 Gain on sale of investment security - - - 1,790 1,790 0.1
VI Extraordinary loss

1 Loss on disposition of fixed assets 459 2,132

2 Loss on valuation of investment securities - 138,808

3 Loss on dissolution 632 _

of investment in affiliates

4 Loss on office relocation 90,533 -

5 Others - 91,625 2.8 5,628 146,569 7.5
Income before income taxes 2,516,804 771 1,240,476 63.7
Income taxes

- current 185,432 118,470
- deferred -6,526 178,906 55 -333,966 -215,495 -11.0
Net income 2,337,898 71.6 1,455,972 747
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[3] Non-consolidated statements of changes in shareholders’ equity

Year ended December 31, 2007
(Thousands of yen)

Shareholders’ equity

Common stock Addltlonall paid-in Retained earnings Total shargholders
capital equity
Balance as of
December 31, 2006 1,199,465 1,167,441 1,886,133 4,253,040
Amount of change
New shares issued 787 772 — 1,560
Dividend paid — — -182,056 -182,056
Net income — — 2,337,898 2,337,898
Change other than . . . .
shareholders’ equity
Net amount of change 787 772 2,155,842 2,157,402
Balance as of
December 31, 2007 1,200,253 1,168,214 4,041,975 6,410,443

Unrealized valuations and
re-measurement
Unrfeallzed Total unrealized St(.)Ck Total net assets
gains on . options
. valuations and
available for
" re-measurement
sale securities
Balance as of
December 31, 2006 12,932 12,932 2,332 4,268,305
Amount of change
New shares issued — — — 1,560
Dividend paid — — — -182,056
Net income - - - 2,337,898
Change other than 24,136 24,136 -15 -24,151
shareholders’ equity
Net amount of change -24,136 -24,136 -15 2,133,250
Balance as of -11,203 -11,203 2,317 6,401,556
December 31, 2007 ’ ’ ’ S
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Year ended December 31, 2008

(Thousands of yen)

Shareholders’ equity

Common stock Add|t|ona.| paid-in Retained eamings Total shargholders
capital equity

Balance as of
December 31, 2007 1,200,253 1,168,214 4,041,975 6,410,443
Amount of change

New shares issued 525 514 — 1,040

Dividend paid — — -182,178 -182,178

Net income — 1,455,972 1,455,972

Change other than - B B

shareholders’ equity
Net amount of change 525 514 1,273,794 1,274,834
Balance as of
December 31, 2008 1,200,779 1,168,729 5,315,769 7,685,277

Unrealized valuations and
re-measurement
Unrgallzed Total unrealized Stgck Total net assets
gains on . options
. valuations and
available for
" re-measurement
sale securities

Balance as of
December 31, 2007 -11,203 -11,203 2,317 6,401,556
Amount of change

New shares issued — — — 1,040

Dividend paid — — — -182,178

Net income — — - 1,455,972

Change other than -69,263 -69,263 -10 -69,274

shareholders’ equity
Net amount of change -69,263 -69,263 -10 1,205,560
Balance as of
December 31, 2008 -80,467 -80,467 2,306 7,607,116
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Basis of presenting the non-consolidated financial statements

1 Valuation policy and method for assets

Year ended December 31, 2007

Year ended December 31, 2008

(1) Investment in subsidiaries and affiliates

The purchase cost of the investment is used.

(2) Other securities

a) For securities with fair market value

Valuation is based on the market value at each year
end. (The unrealized gain/loss is recorded in the net
assets section.)

b) For securities without fair market value

The purchase cost of the securities is used. (For the
US dollar denominated securities, these securities are
re-measured into the Japanese Yen using the
prevailing market rate at the year end. The unrealized
gain/loss is recorded in the net assets section.)

(Refer 7-(1) for the treatment of the investment in silent
partnership)

(The capital contributions made to limited liability
partnerships and similar partnerships are treated as
“securities” on the balance sheets in the amount
proportional to the contributions made to the
partnerships. The changes in the company’s share of
the interests in the partnerships are adjusted based on
the company’s share accordingly.)

(1) Investment in subsidiaries and affiliates

Same as on the left

(2) Other securities

a) For securities with fair market value
Same as on the left

b) For securities without fair market value
Same as on the left

2 Depreciation method of significant depreciable assets

Year ended December 31, 2007

Year ended December 31, 2008

(1) Tangible assets:

Buildings except for building attachments are
depreciated as follows:
i) Acquired on and before March 31, 1998
Old declining balance method
i) Acquired from April 1, 1998 to March 31, 2007
Old straight-line method
i) Acquired on and after April 1, 2007
New straight-line method

Other tangible assets are depreciated as follows:
i) Acquired on and before March 31, 2007
Old declining balance method
ii) Acquired on and after April 1, 2007
New declining balance method

The useful life of principal assets is as follows:
Buildings: 15 years
Furniture and equipment: 4-15 years
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Same as on the left




(2) Intangible assets:

Intangible assets are depreciated by straight-line
method. Software for internal use is depreciated by
straight-line method over the expected available period

of 5 years.

(2) Intangible assets:

Same as on the left

3 Depreciation method of significant deferred assets

Year ended December 31, 2007

Year ended December 31, 2008

(1) Stock issuance related expenses:

Stock issuance related costs are expensed as incurred.

(2) Bond issuance expenses:

Bond issuance costs are expensed as incurred.

(1) Stock issuance related expenses:

Same as on the left

(2) Bond issuance expenses:

Same as on the left

4 Accounting for significant allowances and reserves

Year ended December 31, 2007

Year ended December 31, 2008

(1) Allowance for doubtful accounts:

For general receivables, general allowances are
provided using a rate determined by our past bad debt
history. Specific allowances are provided for estimated
amounts considered to be uncollectible after the
reviewing the individual collectibility of specific doubtful

accounts.
(2) Allowance for bonus payments:
The company properly accrues estimated incentive

payments for employees that have been vested during
the year.

(1) Allowance for doubtful accounts:

Same as on the left

(2) Allowance for bonus payments:

Same as on the left

5 Translation of foreign currency transactions

Year ended December 31, 2007

Year ended December 31, 2008

Foreign currency denominated payables and
receivables are re-measured into the Japanese Yen
using the prevailing market currency exchange rate at

the year end.

Same as on the left

6 Accounting for significant leases

Year ended December 31, 2007

Year ended December 31, 2008

All financing leases, except for leases with the provision
of an ownership transfer to lessees, are treated as
operating leases.

Same as on the left

7 Other significant accounting policies

Year ended December 31, 2007

Year ended December 31, 2008

(1) Accounting for investment in silent partnership:

(1) Accounting for investment in silent partnership:

-32-




Investment in silent partnership is accounted as Same as on the left
‘Investment securities’ on the non-consolidated balance
sheets in the amount proportional to the contribution to
the silent partnership which is recorded at the time such
investment is made.

The change in company’s share of equity interests in
the silent partnership is accounted as ‘Revenues’ and
the equivalent amount of increases/decreases as
‘Investment securities’. A distribution from the silent
partnership is accounted as redemption of the

investment which decreases the amount of ‘Investment

securities’.
(2) Accounting for consumption taxes: (2) Accounting for consumption taxes:
The consumption tax and the local consumption tax are Same as on the left

excluded from transaction amounts.

Changes in accounting policies

Year ended December 31, 2007 Year ended December 31, 2008

Starting this year, certain changes were made tothe | @ ————
depreciation method to be compliant to the new
income tax rules. The application of the new rules has
no material effect on the non-consolidated statements
of income.

Change in presentation

Year ended December 31, 2007 Year ended December 31, 2008

Non-consolidated balance sheets: | @ ———
(1) The amount of ‘short-term loans receivable from
affiliates’ on the non-consolidated balance sheets
became over 1% of the total assets, thus it is
presented separately. On the non-consolidated
balance sheets as of December 31, 2006, it was
included others in current assets section, and its
amount was ¥4,081 thousand.

(2) The amount of ‘consumption tax payable’ became
less than 1% of the total liabilities and net assets, thus
it is included in others in current liability section. Its
amount is ¥11,357 thousand on the non-consolidated
balance sheets as of December 31, 2007.

(3) The amount of ‘advance received’ became less
than 1% of the total liabilities and net assets, thus it is
included in others in current liability section. Its
amount is ¥1,312 thousand on the non-consolidated
balance sheets as of December 31, 2007.
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