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2.3 (2)Film CostD{EH]

. BEST LEMT-Film Costld. individual—film—forecast—computation method (3%) [CEDU\TEXIEN S, (34)
(%) individual—-film—forecast—computation method:

WHERNZE = Y EIDRevenueEfE . LBHAFFF = T Ultimate Revenue PREMNIEFREZE X Film CostR{EHIE S

<{EHEFEOHAEHI>

(RTHR)

Film Cost — $50,000

1EBIZH+BUltimate RevenueF 38 - $100,000

2% BIZ$B 1T SUltimate Revenue T3 - $90,000 (14 BB = kYUltimate Revenue PN T HA--15EEHEE)
14 H MRevenueE#& - $60,000

2% H MRevenue=E#E - $10,000

15 B DEHNEE
$50,000 Film Cost x $100?0008001 £ﬁ1§ @Z’lt'?neq‘;igug;‘:uﬁﬁ = $30,000

24F H OIEHIE
$20,000 Film CostR{EHES X 530,000 fgé)ggwmil—%m = $6,667

(3¢) 2ZE H MUItimate Revenue PREDEREE = 24 HDUltimate Revenue ¥ $90,000 — 14 H DRevenueEFE $60,000 = $30,000
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[
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2.5 (4)Film CostD & & 51 '@‘

FilmFair ValueH¥, Film CostDR{EHNZSE TRISESIZ(X. ZEEEERTEE L TRIENIEST S, (43)
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3.1 FHHIFES H<)—

=4t HERL BEFE EHNAE
4= RE

-capitalizable direct negative costs
A
The (@Jacr '-tJlErlEF:' Company

capitalized production costs

EANUCHMOONIORISON | | entories | overhead and capitalized interest | individual—film—forecast-

costs, computation method

M net of any amounts received from

outside investors

Film and ‘production overhead individual—film—forecast—
Television Costs | .jnterest computation method

‘development costs

-acquired production costs

-direct production costs

Tiﬁ]e\Va_l‘lel‘ Non—current ‘production overhead individual—film—forecast—
Inventories and -development and pre—production computation method
MITSUIs& CO., LTD.
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3.2 (Z4l1)The Walt Disney Company (ABC) (1)

September 30, October 1,
2006 2005 6 Film and Television Costs
ASSETS
Current assets Film and Television costs are as follows:
Cash and cash equivalents % 2411 $ 1.723
Receivables 4.707 4.585 September 30, October 1,
Inventories 094 626 2006 2005
Television costs 415 510 Theatrical film costs
Deferred income taxes 592 749 Released, less amortization % 2041 5 2,048
Other current assets 743 652 Completed, not released 265 407
Total current assets 9.562 8,845 In-process 928 H38
; - p—— In development or pre-production 135 112
Film and television costs 5235 3,427 l
Investments 1.315 ~ 1,226 3,369 3,405
Parks, resorts and other property, at cos Television costs
Attractions, buildings and equipment 28,843 MN70 Released, less amortization 882 851
Accumulated depreciation (13,781) {12,60# ~ Completed. not released 210 259
15-062 14.965 \ []'I.—PEODE 58 228 245
Projects in progress 913 874 Iifalgve lopment or pre-production 17 i3
Land 1,192 1,129 ™ - 1,337 1,388
17.167 16,968 Television broadcast (Mts 944 1,144
Intangible assets, net 2.907 2,731 ~ ~ 5,650 5,937
Goodwill 22,505 16,974 Less current portion ~ 415 510
Other assets 1.307 987 ~
~ - MNon-current portion A b 5,235 5 5427
$ 59,998 3 53,158

The @Jacr '-t)fENEF Company

Based on management’s total gross revenue estimates as of September 30, 2006, approximately 79% of
unamortized film and television costs for released productions (excluding amounts allocated to acquired film
and television libraries) are expected to be amortized during the next three years. During fiscal year 2010, an
amortization level of 80% will be reached. Approximately $566 million of accrued participation and residual
liabilities will be paid in fiscal year 2007.

At September 30, 2006, acquired film and television libraries have remaining unamortized film costs of $548
million, which are generally amortized straight-line over a weighted-average remaining period of
approximately 11 years.

HBi: The Walt Disney Company Form 10-K (2006498 XK) LUk#:

MITSUIs CO,, LTD.
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32 (=fl1) The Walt Disney Company (ABC) (2)

Film and Television Costs

Film and television costs include capitalizable direct negative costs, production overhead, interest,
development costs, and acquired production costs and are stated at the lower of cost, less accumulated amortization, or fair
value.

Acquired programming costs for the Company’s television and cable/satellite networks are stated at the lower of cost,
less accumulated amortization, or net realizable value. Acquired television broadcast program licenses and rights are recorded
when the license period begins and the program is available for use. Marketing, distribution, and general and administrative costs
are expensed as incurred.

Film and television production and participation costs are expensed based on the ratio of the current
period’s gross revenues to estimated remaining total gross revenues (Projected Revenue Method) from all sources on an
individual production basis. Estimated remaining gross revenue for film productions includes revenue that will be earned
within ten years of the date of the initial theatrical release. For acquired film libraries, remaining revenues include amounts to
be earned for up to twenty years from the date of acquisition. Development costs for projects that have been abandoned or have
not been set for production within three years are generally written off.

H B : The Walt Disney Company Form 10-K (20064E9H K) &Yk

<KRAUE>

v'Film and Television CostlZ[d . Capitalizable direct negative costs. Production overhead. Interest, Development costs.
acquired production costs & FE4L, CosthM b RIEERNEELXZEL5IL\f-EZE L. Fair ValueDWNT NAVMELN S DEEETET
tIhsd,

v'Film and Television Costl&. &FilmZ &2, BHAD Gross Revenued . 5% FHEEIN B2 TDGross Revenue (Project
Revenue Method) EDLEFTRIZEDWVTERAIELEN S, —SOP 00-2 individual-film—forecast—-computation method|ZZEHL

VFimEl{EDRevenue FRIZ (X, R DENIG A B LY10ERB LLADRevenue TN EEND,

MITSUIs CO,, LTD.
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3.2 (Z4l1)The Walt Disney Company (ABC) (3)

Television network series costs and multi-year sports rights are amortized under the Projected Revenue
Method based on revenues from such programs or on a straight-line basis, as appropriate. For television network series, we
include revenues that will be earned within ten years of the delivery of the first episode, or if still in production, five years
from the date of delivery of the most recent episode, if later. For determining multi-year sports rights costs, gross revenues
include both advertising revenues and an allocation of affiliate fees. If the annual contractual payments over the term of a multi-
year sports programming arrangement approximate the rights cost based on the Projected Revenue Method, we expense the annual
payments during the season. Television network and station rights for theatrical movies and other long-form programming are
charged to expense primarily on an accelerated basis related to the projected usage of the programs.

Estimates of total gross revenues can change significantly due to a variety of factors, including advertising rates and
the level of market acceptance of the production. Accordingly, revenue estimates are reviewed periodically and amortization is
adjusted, if necessary. Such adjustments could have a material effect on results of operations in future periods. The net realizable
value of network television broadcast program licenses and rights is reviewed using a daypart methodology. A daypart is defined

as an aggregation of programs broadcast during a particular time of day or programs of a similar type. The Company’s dayparts

are early morning, daytime, late night, primetime, news, children, and sports (includes network and cable). The net realizable
values of other cable programming are reviewed on an aggregated basis for each cable channel.

H B : The Walt Disney Company Form 10-K (20064E9H K) &Yk

<HRAUR>

v'Television network series costld. FEH DRevenuelZIi: U T. Projected Revenue MethodIZE DWW TEHIEN S,
—SOP 00-2 individual-film—forecast—computation method|ZZE#l

v'Television network seriesMD15 & . Revenue T RIZ(E. E1EEDO N SI10FELIRIZFEEINSRevenue TENEEN S,
FEFDU)—XDIGEIZIX, FIEEOREENS10FELUA, LLLIE, ZRFEDHBMNSSELURNDNTNHIENAEETD
Revenue PN EEND,

MITSUIs CO,, LTD.
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3.3 (Zl2)News Corporation (FOX) (1)

Assets:
Current assets:

Cash and cash equivalents

A ol June A,
20l 2005

§ 5,783 § 6470

Receivables, net 5,130 4,353
Inventorics, net 1,840 1,516
Other 350 440
Total current assets 13,123 12,779
Mon—current assets:

Receivables 593 673
lnvestiments 10601 ijf?
Inventorics, net 2410 2 166
Property, plant and equipment, nct 4,753 ~.3dG
Intangible asscts 11,446 12,517
Goodwill 12,548 10,944
Oither non—current assets 1,173 799

Total non—current assets
Total assets

8 News Corporation

FOX o

43.526 41.913
556,649 § 54,692

NOTE 5. INVENTORIES

Axof June 30,

2005
(i i lliems)
Programming nghis % 2,147 51,627
RBooks, DVDs, paper and other merchandise 46 345
Filmed entertainment costs;
Films:
Released (including acquired film librarics) SRR 733
Completed, not released a8 23
In production 251 218
In development or preproduction -1 _ S0
URG 1,275
Television productions:
Released (including acquired libraries) 475 470
Completed, not released 27 14
In production 147 149
-~y 0 development or preproduction 2 2
s a) 651 (i3]
Total filmed entertainmeéMecagls, less accumulated amortization 1637 1.910
: : -~ —LaZll
Total inventories, net — 4,250 35582
Less: current portion of inventory, net e {1,840) 1.516
. . —y
tal noncurrent inventorics, net b 52410 523

As of June 30, 2006, the Company estimated that approximately 70% of unamortized filmed

entertainment costs from the completed films are expected to be amortized during fiscal 2007
and approximately 94% of released filmed entertainment costs will be amortized within the
next three fiscal years. During fiscal 2007, the Company expects to pay $725 million in

accrued participation liabilities, which are included in participations, residuals and royalties
payable on the consolidated balance sheet. At June 30, 2006, acquired film and television
libraries have remaining unamortized film costs of $167 million, which are generally,
amortized using the individual film forecast method generally over a remaining period of
approximately three to 15 years.

Hi: News Corporation Form 10-K (20066 A K) &Yk

i

MITSUIs CO,, LTD.
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3.3 (Zl2)News Corporation (FOX) (2)

Inventories
Filmed Entertainment Costs:

In accordance with Statement of Position (“SOP’’) No. 00-2, “Accounting by Producers or Distributors of Films” (“SOP 00-2”),
Filmed entertainment costs include capitalized production costs, overhead and capitalized interest costs, net of any
amounts received from outside investors. These costs, as well as participations and talent residuals, are recognized as operating
expenses on an individual film or network series basis in the ratio that the current fiscal year’s gross revenues bear to
management’s estimate of total remaining ultimate gross revenues. Estimates for initial domestic syndication and basic cable
revenues are not included in the estimated lifetime revenues of network series until such sales are probable. Marketing costs and
development costs under term deals are charged as operating expenses as incurred. Development costs for projects not produced
are written-off at the earlier of the time the decision is taken not to develop the story or after three years.

Filmed entertainment costs are stated at the lower of unamortized cost or estimated fair value on an individual motion
picture or television product basis. Revenue forecasts for both motion pictures and television products are continually reviewed
by management and revised when warranted by changing conditions. When estimates of total revenues and other events or
changes in circumstances indicate that a motion picture or television production has a fair value that is less than its
unamortized cost, a loss is recognized currently for the amount by which the unamortized cost exceeds the film or television
production’s fair value.

H#: News Corporation Form 10-K (200646 HXK) &Yk
<HKAUE>

v'SOP 00-2(ZEDZ. Filmed Entertainment Cost|Z[&. Capitalized production costs, Overhead. Capitalized interest costsh 5, 4}
HOBRERLVIELI-SEZELSIWV=EENEENS,

v'Filmed Entertainment Costld. FilmZ &, $HAULME)—XT &Iz, HEIDGross Revenuel . = [#E(Z L BUItimate Gross Revenue
FrREEDOHITRIZEDUNT, OperatingBEFHELTR# IS, —SOP 00-2 individual—film—forecast—computation method|ZZEH#lL

v'Filmed Entertainment Costld, F#HZ &IZ. CostDK{EXNE T &, Fair ValueDWVF NMNMEW A DEEE Tt LSh 5,
v'Revenue TEDOFDMMDZEILIZLKY . FFHDFair Valueh CostDKRIEFHZEEZ TRIAIERIZIE. EZEZXELELL T LTS,

MITSUIs CO,, LTD.
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34 (Z4513)Time Warner (1)

2005 2004
ASSETS
Current assets
Cash and equivalents $ 4220 § 6139 _
Restricted cash — 150 i
Receivables, less allowances of $2.225 and $2.109 billion 6.411 5.512 Tl m e‘\va rner
Inventories 1.806 1.737
Prepaid expenses and other current assets 1,026 920
Total current assets 12,463 14 42ﬁ_|
Noncurrent inventories and film costs 4916 4415
nvestments, mncly ] 4677
Property. plant and equipment, net 13.659 \ 13,070
Intangible assets subject to amortization, net 31,522 3,892
Intangible assets not subject to amortization 39.813 N 39.656 7. INVENTORIES AND FILM COSTS
Goodwaill 40,458 R 709 _ )
Other assets 3.152 Inventories and film costs consist of:
Total assets $ 122476 \ December 31, \
— 2005 2004
(millions)
Programming costa less amortization $ 2922 $ 2,599
Videocassettes, DVDs books, paper and other merchandise 464 522
Film costs — Theatﬁ::&
Released. less amortizatidn 47 893
Approximately 88.39% of unamortized film costs for released Eﬂﬂ;{;:tlif::sg;::d not released\ 1 éi; gﬁg
theatrical and television product are expected to be amortized within P : 2
three years from December 31, 2005. In addition, approximately Development and pre-production \ 80 31
$1.2 billion of the film costs of released and completed and not Film costs _Tﬂl’i‘“mﬂ_ﬂ ) \
released theatrical and television product are expected to be Released. less amortization 529 493
amortized during the twelve month period ending December 31, 2006. Completed and not released \ 230 191
In production \ 543 494
Development and pre-production \ 2 6
Total inventories and film costs @ \ 6,722 6,152
Less: current portion of nventory ) 4 __(1.806) 1,737
otal noncurrent imnventories and film costs $ 4916 $ 441
HH: Time Warner Form 10-K (20054128 X) &Yk
MITSUIs& CO., LTD.
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34 (Z513)Time Warner (2)

Filmed Entertainment

Film costs include the unamortized cost of completed theatrical films and television episodes, theatrical films and television
series in production and film rights acquired for the home video market. Film costs principally consist of direct production
costs, production overhead, development and pre-production costs, and are stated at the lower of cost, less accumulated
amortization, or fair value. The amount of capitalized film costs recognized as cost of revenues for a given film as it is exhibited
in various markets, throughout its life cycle, is determined using the film forecast method. Under this method, the amount of
capitalized costs recognized as expense is based on the proportion of the film’s revenues recognized for such period to the
film’s estimated remaining ultimate revenues. Similarly, the recognition of expenses for participations and residuals is recognized
based on the proportion of the film’s revenues recognized for such period to the film’s estimated remaining ultimate revenues.
These estimates are revised periodically and losses, if any, are provided in full. See Note 7 for additional details of film costs.

HEL: Time Warner Form 10-K (2005128 FK) &Yk

<RAUE>
v'Film CostIZI&. SEHFA#DRIZRRE T LEFHE. Fl{EFRDBEISRECTLE D) —XFICET 5. RIEFHDCosthAEENSD,

v'Film CostlZI&. Direct production costs, Production overhead, Development and pre—production costh & E 4L, Costh b BFE(E
FEZEZEELSILV=£EEL. Fair ValueEDWITNAMEWLVFDEREETEt ESh B,

VEEF LENT-CostD>6. ERELTERHEINDLEEIL. Film forecast methodIZ&kY . Film®D L #ARevenued . Ultimate Revenue
FHEEOEIRICEDZTETFIND, >SOP 00-2 individual—film—forecast—computation method|Z#E#L

MITSUIs CO,, LTD.
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GR{TEF) SOP 00-2
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Scope & Glossary

Scope

.05 The guidance in this SOP applies to all kinds of films, except where specifically noted below, and is applicable to all producers or
distributors that own or hold rights to distribute or exploit films. For purposes of this SOP, films are defined as feature films,
television specials, television series, or similar products (including animated films and television programming) that are sold,
licensed, or exhibited, whether produced on film, video tape, digital, or other video recording format.

Glossary
134

Film costs. Film costs include all direct negative costs incurred in the physical production of a film, as well as allocations of
production overhead and capitalized interest in accordance with FASB Statement No. 34. Examples of direct negative costs
include costs of story and scenario; compensation of cast, directors, producers, extras, and miscellaneous staff; costs of set
construction and operations, wardrobe, and accessories; costs of sound synchronization; rental facilities on location; and
postproduction costs such as music, special effects, and editing.

MITSUIs CO,, LTD.
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Film Costs—Capitalization (7)

29

.30

32

An entity should report film costs as a separate asset on its balance sheet. An entity should account for interest costs related to
the production of a film in accordance with the provisions in FASB Statement No. 34, Capitalization of Interest Cost.

Production overhead, a component of film costs, includes allocable costs of individuals or departments with exclusive or significant
responsibility for the production of films. Production overhead should not include administrative and general expenses, the costs of
certain overall deals, as discussed in paragraph .31, or charges for losses on properties sold or abandoned, as discussed in

paragraph .32.

An entity may enter into an arrangement known as an overall deal, whereby it compensates a producer or other creative individual
for the exclusive or preferential use of that party's creative services. An entity should charge the costs of overall deals that cannot
be identified with specific projects to expense as they are incurred over the related period of time. An entity should record a
reasonable proportion of costs of overall deals as specific project film costs to the extent those costs are directly related to the
acquisition, adaptation, or development of specific projects. If related to properties as discussed in paragraph .32, an entity should
include such amounts in the cost of properties subject to the periodic review. An entity should not allocate to specific project film
costs amounts that it had previously expensed.

Film costs ordinarily include expenditures for properties (such as film rights to books or stage plays, or original screenplays) that
generally must be adapted to serve as the basis for the production of a particular film. An entity will add the cost of adaptation or
development to the cost of the particular property. An entity should periodically review properties in development to determine
whether they will ultimately be used in the production of a film. When an entity determines that a property will not be used
(disposed of), it should recognize any loss by a charge to the income statement. It should be presumed that an entity will dispose of a
property (whether by sale or abandonment) if it has not been set for production within three years from the time of the first
capitalized transaction. An entity should measure the loss as the amount by which the carrying amount of the project exceeds its fair
value. Amounts written off should not be subsequently reestablished as assets. Unless management, having the authority to approve
the action, has committed to a plan to sell such property, the rebuttable presumption is that the entity will abandon the property and,
as such, its fair value should be zero.

MITSUIs CO,, LTD.
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Film Costs—Capitalization (2)

33 For an episodic television series, the following additional guidance for film costs applies. Ultimate revenue for an episodic
television series can include estimates from the initial market and secondary markets, as discussed in paragraph .39(b). fn 2
Until an entity can establish estimates of secondary market revenue in accordance with paragraph .39(b), capitalized costs for
each episode produced should not exceed an amount equal to the amount of revenue contracted for that episode. An entity
should expense as incurred film costs in excess of this limitation on an episode-by-episode basis, and an entity should not restore
such amounts as film cost assets in subsequent periods. An entity should expense all capitalized costs (including set costs) for each
episode as it recognizes the related revenue for each episode. Once an entity can establish estimates of secondary market revenue
in accordance with paragraph .39(b), the entity should capitalize subsequent film costs. An entity should amortize such

capitalized film costs in accordance with the provisions in paragraphs .34 through .37, and it should evaluate such costs for
impairment in accordance with paragraph .44.
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Film Costs Amortization; Participation Cost Accruals (7)

34 An entity should amortize film costs and accrue (expense) participation costs using the individual-film-forecast-computation
method, which amortizes or accrues (expenses) such costs in the same ratio that current period actual revenue (numerator)
bears to estimated remaining unrecognized ultimate revenue as of the beginning of the current fiscal year (denominator).
That is, (a2) unamortized film costs as of the beginning of the current fiscal year are multiplied by the individual-film-forecast-
computation method fraction and (b) unaccrued (that is, not yet expensed) ultimate participation costs at the beginning of the
current fiscal year are multiplied by the individual-film-forecast-computation method fraction. In this way, in the absence of
changes in estimates, film costs are amortized and participation costs are accrued (expensed) in a manner that yields a constant rate
of profit over the ultimate period, as described in paragraph .39(a), for each film before exploitation costs, manufacturing costs, and
other period expenses. An entity should accrue a liability for participation costs only if it is probable that there will be a sacrifice of
assets to settle its obligation under the terms of the participation agreement. At each balance sheet date, accrued participation costs
should not be less than the amounts that an entity is obligated to pay as of that date. An entity should begin amortization of
capitalized film costs and accrual (expensing) of participation costs when a film is released and it begins to recognize revenue
from that film.

.35 In the absence of revenue from third parties that is directly related to the exhibition or exploitation of a film, an entity should make a
reasonably reliable estimate of the portion of unamortized film costs that is representative of the utilization of the film in that
exhibition or exploitation. An entity should expense such amounts as it exhibits or exploits the film. (For example, a cable entity that
does not accept advertising on its cable channel may produce a film and show it on that channel. In this example, the cable entity
receives subscription fees from third parties that are not directly related to a particular film.) Consistent with the underlying
premise of the individual film-forecast-computation method, all revenue should bear a representative amount of the
amortization of film costs during the ultimates period.
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37

Film Costs Amortization; Participation Cost Accruals (2)

As a result of uncertainties in the estimating process, actual results may vary from estimates. An entity should review and revise
estimates of ultimate revenue and participation costs as of each reporting date to reflect the most current available
information. If estimates are revised, an entity should determine a new denominator that includes only the ultimate revenue from the
beginning of the fiscal year of change (that is, ultimate revenue changes are treated prospectively as of the beginning of the fiscal
year of change). The numerator (revenue for the current fiscal year) is unaffected by the change. An entity should apply the revised
fraction to the net carrying amount of unamortized film costs and to the film's unaccrued (that is, not yet expensed) ultimate
participation costs as of the beginning of the fiscal year, and the difference between expenses determined using the new estimates
and any amounts previously expensed during that fiscal year should be charged or credited to the income statement in the period (for
example, the quarter) during which the estimates are revised.

Multiple seasons of an episodic television series that meets the conditions of paragraph .39(b) to include estimated secondary market
revenue in ultimate revenue is considered to be a single product, with multiple seasons of the series combined for purposes of
applying the individual film-forecast-computation method.
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Ultimate Revenue (7)

.38 Ultimate revenue to be included in the denominator of the individual-film-forecast-computation method fraction should
include estimates of revenue that is expected to be recognized by an entity from the exploitation, exhibition, and sale of a film
in all markets and territories, subject to the limitations set forth in paragraph .39.

.39 Ultimate revenue should be limited by the following.

a. For films other than episodic television series, ultimate revenue should include estimates over a period not to exceed ten years
following the date of the film's initial release. For episodic television series, ultimate revenue should include estimates of
revenue over a period not to exceed ten years from the date of delivery of the first episode or, if still in production, five years
from the date of delivery of the most recent episode, if later. For previously released films acquired as part of a film library,
ultimate revenue should include estimates over a period not to exceed twenty years from the date of acquisition. For purposes of this
SOP, an entity should categorize as part of a film library only those individual films whose initial release dates were at least three
years prior to the acquisition date.

b.  For episodic television series, ultimate revenue should include estimates of secondary market revenue (that is, revenue from
markets other than the initial market) for produced episodes only if an entity can demonstrate through its experience or
industry norms that the number of episodes already produced, plus those for which a firm commitment exists and the entity
expects to deliver, can be licensed successfully in the secondary market.

c.  Ultimate revenue should include estimates of revenue from a market or territory only if persuasive evidence exists that such
revenue will occur, or if an entity can demonstrate a history of earning such revenue in that market or territory. Ultimate
revenue should include estimates of revenue from newly developing territories only if an existing arrangement provides persuasive
evidence that an entity will realize such amounts.
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Ultimate Revenue (2)

d.  Ultimate revenue should include estimates of revenue from licensing arrangements with third parties to market film-related products
only if persuasive evidence exists that such revenue from that arrangement will occur for that particular film (such as a signed
contract to receive a nonrefundable minimum guarantee or a nonrefundable advance) or if an entity can demonstrate a history of
earning such revenue from that form of arrangement.

e.  Ultimate revenue should include estimates of the portion of the wholesale or retail revenue from an entity's sale of peripheral items
(such as toys and apparel) that is attributable to the exploitation of themes, characters, or other contents related to a particular film
only if the entity can demonstrate a history of earning such revenue from that form of exploitation in similar kinds of films. For
example, an entity may conclude that the portion of revenue from the sale of peripheral items that it should include in ultimate
revenue is an estimate of what would be earned by the entity if rights for such form of exploitation had been granted under licensing
arrangements with third parties. Ultimate revenue should not, however, include estimates of the entire amount of wholesale or retail
revenue from an entity's sale of peripheral items.

f.  Ultimate revenue should not include estimates of revenue from unproven or undeveloped technologies.

g.  Ultimate revenue should not include estimates of wholesale promotion or advertising reimbursements to be received from third
parties; an entity should offset such amounts against exploitation costs.

h.  Ultimate revenue should not include estimates of amounts related to the sale of film rights for periods after those identified in
paragraph .39(a).

40  An entity should not discount ultimate revenue to its present value except as required by the provisions in paragraph .27. All foreign
currency estimates of future revenues should be based on current spot rates. Ultimate revenue should not include amounts
representing projections for future inflation.
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43 The following are examples of events or changes in circumstances that indicate that an entity should assess whether the fair
value of a film (whether completed or not) is less than its unamortized film costs.
a.  An adverse change in the expected performance of a film prior to release
Actual costs substantially in excess of budgeted costs
Substantial delays in completion or release schedules
Changes in release plans, such as a reduction in the initial release pattern
Insufficient funding or resources to complete the film and to market it effectively
Actual performance subsequent to release fails to meet that which had been expected prior to release

44 If an event or change in circumstance indicates that an entity should assess whether the fair value of a film is less than its
unamortized film costs, the entity should determine the fair value of the film (the determination of which is affected by
estimated future exploitation costs still to be incurred) and write off to the income statement the amount by which the
unamortized capitalized costs exceeds the film's fair value. Exploitation costs incurred after such a write-off should be accounted
for in accordance with the provisions of paragraph .49. An entity should treat the reduced amount of capitalized film costs that have
been written down to fair value at the close of an annual fiscal period as the cost for subsequent accounting purposes, and an entity
should not subsequently restore any amounts previously written off.

45 As discussed in paragraph .17, a discounted cash flows model is often used to estimate fair value. If applicable, future cash flows
based on the terms of any existing contractual arrangements, including cash flows over existing license periods without consideration
of the limitations set forth in paragraph .39, should be included. An entity should consider the following factors, among others, in
estimating future cash inflows for a film: (a) if previously released, the film's performance in prior markets, (b) the public’s
perception of the film's story, cast, director, or producer, (c) historical results of similar films, (d) historical results of the cast,
director, or producer on prior films, and (e) running time of the film. In determining a film's fair value, it is also necessary to
consider those cash outflows necessary to generate the film's cash inflows. Therefore, an entity should incorporate, if applicable, its
estimates of future costs to complete a film, future exploitation and participation costs, or other necessary cash outflows In its
determination of fair value when using a discounted cash flows model.

e e e o
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Film Costs Valuation (2)

46 When using the traditional discounted cash flow approach to estimate the fair value of a film, the relevant future cash inflows and
outflows should represent the entity's estimate of the most likely cash flows. When determining the fair value of a film using the
expected cash flows approach, all possible relevant future cash inflows and outflows should be probability weighted by period and
the estimated mean or average by period should be used.

47 When determining the fair value of a film using a traditional discounted cash flow approach, the discount rate(s) should not be an
entity's incremental borrowing rate(s), liability settlement rate(s), or weighted average cost of capital as those rates typically do not
reflect the risks associated with a particular film. The discount rate(s) should consider the time value of money and the expectations
about possible variations in the amount or timing of the most likely cash flows and an element to reflect the price market participants
would seek for bearing the uncertainty inherent in such an asset as well as other factors, sometimes unidentifiable, including
illiquidity and market imperfections. When determining the fair value of a film using the expected cash flow approach, the discount
rate(s) also would consider the time value of money. Because they are reflected in the expected cash flows, there would be no
adjustment for possible variations in the amounts or timing of those cash flows. If not reflected in risk-adjusted expected cash flows,
an additional element to reflect the price market participants would seek for bearing the uncertainty inherent in such an asset as well
as other factors, sometimes unidentifiable, including illiquidity and market imperfections, should be added to the discount rate(s).

MITSUIs CO,, LTD.
29



