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The following table summarises movement of the Non-vested Shares:

Number of
shares issuable

At January 1, 2007 11,050,000
Vested during the year (1,500,000)
At December 31, 2007 9,550,000
Vested during the year (9,550,000)

At December 31, 2008 —

Accordingly, XFM recorded compensation expense of US$2,962,000 (2007: US$2,013,000) for the year ended December 31,
2008 which represents amortisation on the fair value of the Non-vested Shares.

RESTRICTED SHARE UNITS TO DIRECTORS AND STAFF OF XFM

Pursuant to a resolution of the directors of XFM on January 23, 2008, XFM granted 5,576,000 Class A shares to certain directors
and staff of XFM which were subject to vesting requirements (“Restricted Share Units”). The Restricted Share Units will expire
immediately upon termination of service with XFM.

The fair value of Restricted Share Units was determined as US$2.24 per share, based on the closing market price of XFM at the
appraisal date. The compensation expenses was calculated based on the fair value after the forfeiture rate which is estimated
based on the historical staff turnover rate.

The vesting period of the 2,010,800 Restricted Share Units outstanding as of December 31, 2008 is presented as below:

1,021,800 shares will vest on March 31, 2009
989,000 shares will vest on March 31, 2010

Pursuant to a resolution passed on December 17, 2008, 1,084,000 Restricted Share Units held by some senior executives became
early vested on December 17, 2008.

A summary of Restricted Share Units as of December 31, 2008 and its movements is presented below:

Number of

shares

Granted during the year 5,576,000
Vested during the year (2,946,400)
Forfeited during the year (618,800)
Outstanding as of December 31, 2008 2,010,800

The Restricted Share Units are subject to transfer restrictions and do not have any voting rights, entitlement of dividends, rights to
the surplus assets of XFM in the event of a winding-up or reorganisation of XFM and generally all of the rights attaching to its
shares until they are vested.

Accordingly, XFM recorded compensation expense of US$8,691,000 for the year ended December 31, 2008 which represents
amortisation on the fair value of the Restricted Share Units.
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BUSINESS ACQUISITIONS
In 2007 (all acquisitions acquired from independent third parties):

In January 2007, the Group acquired the remaining 80.1% equity interest of Glass Lewis & Co. (“Glass Lewis”) for a cash consideration of
US$13,911,000 and the issuance of 43,796 ordinary shares of the Company of HK$20 each with an aggregate fair value of
US$24,339,000 and incurred direct costs US$472,000. The Group has disposed the entire interest in Glass Lewis in October 2007. Glass
Lewis is engaged in the provision of investor advisory services.

In January 2007, the Group acquired the entire equity interests of Kinetic Information System Services Inc. (“Kinetic”) for a cash
consideration of US$9,889,000 and incurred direct cost of US$170,000. Kinetic is engaged in the provision of indices and related
services.

In February 2007, the Group acquired 95% equity interest of Beijing Orient Agribusiness Consultants Co. Ltd. (“BOACC”) for a cash
consideration of US$1,178,000 and incurred direct cost of US$26,000. BOACC is engaged in the provision of investment consultancy
services.

In March 2007, the Group acquired 80% equity interest of Shanghai Tongxin Information Technology Consulting Co. (“Tongxin”) for a cash
consideration of US$4,556,000 and incurred direct cost of US$30,000. Tongxin is engaged in the provision of information technology
application and solution services.

In June 2007, the Group acquired the entire interest in Guangzhou Singhine Entertainment and Advertising Co., Ltd. (“Guangzhou
Singshine”) for a cash consideration of US$1,605,000 and the issuance of 100,000 shares of XFM with an aggregate fair value of
US$195,000. Direct cost of US$326,000 was incurred. Guangzhen Singshine is engaged in the design and production of advertisements.

In June 2007, the Group acquired the entire interest in Shanghai Singshine Marketing Services Co., Ltd. (“SSMS”) for a cash consideration
of US$6,393,000. Direct cost of US$179,000 was incurred. Pursuant to certain contingent consideration provision, which are based on
predetermined earn-out formula, the Group made further provision of US$10,612,000 in respect of future consideration payable. SSMS is
engaged in the provision of below the line marketing services.

In June 2007, the Group acquired the entire interest in Multi Interactive Communication Limited (“M-In") for a cash consideration of
US$10,744,000. Direct cost of US$135,000 was incurred. Pursuant to certain contingent consideration provision, which are based on
predetermined earn-out formula, the Group made further provision of US$21,090,000 in respect of future consideration payable
comprising US$12,654,000 payable in cash and US$8,436,000 payable in shares of XFM. The number of shares to be issued will be
determined based on the average trading price of the shares of XFM at the date of issue. M-In is engaged in design and production of
advertisements.

In July 2007, the Group acquired the entire interest in Good Speed Holdings Limited (“Good Speed”) for a cash consideration of
US$33,000,000. Direct cost of US$258,000 was incurred. Pursuant to certain contingent consideration provision, which are based on
predetermined earn-out formula, the Group made further provision of US$27,011,000 in respect of future consideration payable
comprising US$13,506,000 payable in cash and US$13,506,000 payable in shares of XFM. The number of shares to be issued will be
determined based on the average trading price of the shares of XFM at the date of issue. Good Speed is engaged in outdoor
advertisement design and production.

In August 2007, the Group acquired 70% equity interest of Small World Television Limited (“Small World”) for a cash consideration of
US$5,000,000 and the issuance of 2,000,000 shares of XFM with a fair value of US$1,742,000. Direct cost of US$82,000 was incurred.
Small World is engaged in television programming and production consulting.

In November 2007, the Group acquired the entire interest in Profitown Development Limited (“Profitown”) for a cash consideration of
US$43,074,000. Direct cost of US$880,000 was incurred. Pursuant to certain contingent consideration provision, which are based on
predetermined earn-out formula, the Group made further provision of US$45,066,000 in respect of future consideration payable.
Comprising US$26,007,000 payable in cash and US$19,059,000 payable in shares of XFM. The number of shares to be issued will be
determined based on the average trading price of the shares of XFM at the date of issue. Profitown is engaged in advertising business and
event organisation.
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The net assets acquired at respective dates of acquisition were as follows:

Fair value
Book value adjustments Fair value
Us$’000 Us$’000 Uus$’000
Net assets acquired:

Property, plant and equipment 2,650 — 2,650
Intangible assets 5,426 63,878 69,304
Trade and other receivables 14,600 — 14,600
Pledged bank deposits 1,303 — 1,303
Bank balances and cash 4,083 — 4,083
Trade and other payables (8,982) — (8,982)
Subscriptions received in advance (4,590) — (4,590)
Obligations under finance leases (5,541) — (5,541)
Taxation payable (1,264) — (1,264)
Short-term bank loans (473) — (473)
Bank overdrafts (319) — (319)
Other long-term payables (590) — (590)
Deferred tax liabilities (83) (14,545) (14,628)
6,220 49,333 55,553
Minority interests (733)
Goodwill 217,656
272,476

Less: Interest held prior to acquisition
— available-for-sale investments 10,512
Total consideration 261,964

In 2007, these newly acquired subsidiaries contributed a net profit of US$3,185,000 for the period between the date of acquisition to
December 31, 2007.

2007
Us$’000

The above acquisitions were satisfied by
— cash 127,936
— consideration payable 106,670
— shares of the Company 24,339
— shares of XFM 1,938
— other payables 1,081
261,964

Net cash outflow arising on acquisition

— cash consideration paid (127,936)
— bank balances and cash acquired 4,083
— bank overdraft assumed (319)
(124,172)

The goodwill was attributable to the anticipated profitability arising from the distribution of the Group’s products in the new markets and
the future operating synergies from the combination.
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In 2007, the Group was still in the midst of finalising the fair values of certain of the business combinations during that year, which were to
be determined by professional valuers. Therefore, the initial accounting for its business combinations were determined only provisionally.
During the year, the initial accounting for the business combinations was finalised and as a result an adjustment of US$2,757,000 was
credited against the goodwill account and the corresponding adjustments were made to other intangible assets and deferred tax liabilities
account.

DECONSOLIDATION OF A SUBSIDIARY

On December 31, 2008, the Company converted its interests in XFM from Class B common shares (“Class B shares”) to Class A shares (the
“Conversion”), thus relinquishing the Company’s super voting rights in XFM. The Class B shares previously held by the Company have ten
voting rights per share, compared with one voting right per share for Class A shares, and had given the Company control of
approximately 83.8% of the voting rights in XFM. Apart from the difference in voting rights, the two classes of shares are identical. After
the Conversion, the Company holds and is entitled to vote approximately 34.1% of the outstanding Class A shares. As at December 31,
2008, there are no Class B shares outstanding. The 34.1% equity interest in XFM held by the Company immediately before and after the
Conversion remains unchanged. As a result of the Conversion, XFM became an associate of the Company. The net assets of XFM
immediately prior to the Conversion were:

Uus$’000
Property, plant and equipment 6,437
Licence agreements 83,289
Operating agreements 52,451
Other intangible assets 26,910
Goodwill 96,538
Consideration receivable on disposal of a subsidiary 65,257
Other long-term deposits 189
Available-for-sale investments 12,992
Derivative financial instruments 516
Prepaid advertising programme space and time 2,324
Trade and other receivables, prepayment and deposits 75,503
Pledged bank deposits 37,510
Bank balances and cash 57,030
Trade and other payables (25,175)
Obligation under finance leases (74,509)
Subscriptions received in advance (3,953)
Consideration payable for acquisition (74,997)
Convertible loan (note (i)) (30,344)
Short-term bank loans (36,374)
Taxation payable (8,561)
Deferred tax liabilities (4,504)
Minority interests (2,565)
255,964
Minority interests (75,498)
Reserves released (18,416)
Attributable goodwill 6,615
Impairment loss arising on deconsolidation of XFM (note (ii)) (81,457)
Net assets disposed of 87,208
Transferred to interests in associates (87,208)
Net cash outflow arising on deconsolidation:
Bank balances and cash of XFM deconsolidated (57,030)
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(i) During the year, XFM issued convertible bonds of US$33,200,000 (the “Convertible Bond”) to affiliates of Patriarch Partners LLC, an existing shareholder of XFM. The

Convertible Bond bears interest at London-Interbank Offering Rate plus 6% per annum, payable monthly and will mature in October 2012. The Convertible Bond is

convertible into Class A shares after the first anniversary date from the date of issue of the Convertible Bond, at various conversion price depending on the date of exercise.

XFM has designated the Convertible Loan as financial liabilities at fair value through profit and loss on initial recognition and have recognised fair value gain of US$927,000,

during the year. Assuming the Convertible Bond was fully converted at the lowest conversion price, the Company’s interest in XFM will be diluted from 34.1% to 31.0%.

(ii) On deconsolidation of XFM, the Group recognised an impairment loss of US$81,457,000 being the difference between the net carrying amount of the interest in XFM held by

the Group and the share of net assets of XFM attributable to the Company at date of Conversion. The difference arose mainly due to the deemed capital contribution in XFM

on waiver of amounts due from XFM in previous years.

DISPOSAL OF BUSINESSES

During the year, the Group disposed of its entire interests in Mergent, Kinetic, Washington Analysis and the operations of Taylor Rafferty

and G7, all of which formed a substantial part of the Group’s operation in the US, to independent third parties for an aggregate
consideration of US$109,452,000 and incurred direct costs of US$13,272,000. In addition, the Group is entitled to receive certain
contingent consideration in subsequent years based on the performance of certain of the disposed entities. The net assets at the date of

disposals were as follows:

US$’000
Property, plant and equipment 8,872
Other intangible assets 6,292
Investment in an associate 197
Available-for-sale investments 23,452
Trade and other receivables, prepayments and deposits 20,805
Promissory note receivables 5,546
Bank balances and cash 7,425
Trade and other payables (5,538)
Obligations under finance leases (45)
Short-term bank loans (1,346)
Taxation payable (596)
Subscriptions received in advance (17,189)
Deferred tax liabilities (1,966)
45,909
Attributable goodwill 53,910
Loss on disposal (3,639)
Total consideration, net of transaction costs 96,180
Satisfied by:
Cash 96,180
Net cash inflow arising on disposal:
Cash consideration 96,180
Bank balances and cash disposed of (7,425)
88,755

The impact of these subsidiaries on the Group’s results and cash flows in the current and prior periods is disclosed in note 12.
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Also during the year, the Group disposed of 85% interests in Xinhua Finance Media (Convey) Limited and the entire operation of Xinhua
PR Newswire to independent third parties for an aggregate consideration at a fair value of US$71,140,000 and incurred direct costs of
US$663,000. In addition, the Group is entitled to receive certain contingent consideration in subsequent years based on the performance
of the disposed entity. The net assets at the date of disposal were as follows:

us$’000
Property, plant and equipment 943
Other intangible assets 15,823
Trade and other receivables, prepayments and deposits 16,937
Bank balances and cash 1,965
Trade and other payables (5,321)
Obligations under finance leases (105)
Short-term bank loans (75)
Subscriptions received in advance (2,564)
Taxation payable (1,959)
Deferred tax liabilities (2,723)
22,921
Attributable goodwill 58,718
Interests retained in available-for-sale investments (12,342)
Gain on disposal 1,180
Total consideration, net of transaction costs 70,477
Satisfied by:
Cash 5,220
Consideration receivable 65,257
70,477
Net cash inflow arising on disposal:
Cash consideration 5,220
Bank balances and cash disposed of (1,965)
3,255

During the year, the above businesses contributed a profit of US$8,484,000 to the Group’s loss for the year.

The businesses disposed of during the year contributed US$2,120,000 in respect of the Group’s operating activities, paid US$618,000 in
respect of the Group’s investing activities and paid US$516,000 in respect of the Group’s financing activities.
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In 2007, the Group disposed of its entire interest in Glass Lewis to an independent third party for a consideration of US$46,000,000 and
incurred direct cost of US$2,500,000. The net assets of Glass Lewis at the date of disposal were as follows:

US$’000
Property, plant and equipment 884
Intangible assets 8,676
Trade and other receivables 2,181
Bank balances and cash 124
Trade and other payables (1,216)
Subscriptions received in advance (3,269)
Deferred tax liabilities (3,469)
3,911
Attributable goodwill 44,940
48,851
Loss on disposal (5,351)
Total consideration 43,500
Satisfied by:
Cash 43,500
Net cash inflow arising on disposal:
Cash consideration 43,500
Bank balances and cash disposed of (124)
43,376

Glass Lewis contributed a loss of US$2,954,000 to the Group’s profit in 2007. Glass Lewis also paid US$842,000 in respect of the Group’s
operating activities, contributed US$14,000 to the Group’s net investing cashflows and paid US$362,000 in respect of the Group’s
financing activities in 2007.

MAJOR NON-CASH TRANSACTIONS

THE GROUP
In 2008,

(a) the Company issued 445,797 ordinary shares of HK$20 each with a fair value of US$23,238,000 for settlement of consideration
payable.

(b) XFM issued Class A shares with a fair value of US$2,660,000 for acquisition of other intangible assets.
In 2007,

(a) the Company issued 43,796 ordinary shares of HK$20 each with a fair value of US$24,239,000 for acquisition of certain
subsidiaries;

(b) the Company issued 52,284 ordinary shares of HK$20 each with a fair value of US$26,058,000 for settlement of consideration
payable.

(c) XFM issued Class A shares with a fair value of US$8,296,000 for acquisition of additional interests of a subsidiary.
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THE COMPANY
In 2008,

(a) the Company issued 445,797 ordinary shares of HK$20 each with a fair value of US$23,238,000 for settlement of consideration
payable.

(b) the Company waived an amount of US$24,104,000 due from XFM which was deemed as capital contribution in XFM.

(c) the Company waived an amount of US$8,421,000 due from a subsidiary which was deemed as capital contribution in that
subsidiary.

In 2007,

(a) the Company issued 43,796 ordinary shares of HK$20 each with a fair value of US$24,339,000 for acquisition of certain
subsidiaries;

(b) the Company issued 52,284 ordinary shares of HK$20 each with a fair value of US$26,058,000 for settlement of consideration
payable;

(c) the Company subscribed new shares in a subsidiary for a consideration of US$176,077,000, the amounts were settled through
current accounts with the subsidiary.

(d) the Company waived an amount of US$115,286,000 due from a subsidiary which was deemed as capital contribution in that
subsidiary.
(e) the Company transferred its investment cost of US$379,000 in a subsidiary to another subsidiary, the amount was settled through

current accounts.

I
N

OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group was committed to make the following future minimum lease payments in respect of rented premises
under non-cancellable operating leases which fall due as follows:

THE GROUP
2008 2007
Uuss’000 Uus$’000
Within one year 1,369 7,749
In the second to fifth year inclusive 985 11,224
After five years — 10,730
2,354 29,703

The Company has no operating lease commitment at the balance sheet date.
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LITIGATIONS

LITIGATIONS OF THE GROUP

On or about November 10, 2008, a former employee of a subsidiary, filed a demand for arbitration and statement of claim with the
American Arbitration Association against the subsidiary. The statement claim alleges that the employee is owed money pursuant to an
employment agreement with the subsidiary in connection with his termination on or about October 13, 2008. The employee claims
approximately US$400,000 in damages. On or about December 9, 2008, the subsidiary filed a response and asserted various
counterclaims against the employee. The counterclaims stem from the employee’s breach of the employment agreement and breach of
fiduciary duty to the subsidiary during his employment. The subsidiary claims approximately US$500,000 in damages. As at the date of
this report, it is possible that a second employee of the subsidiary may bring a similar arbitration action against the subsidiary for the
termination of the employee’s employment agreement with the subsidiary. If the employee were to bring such an action, management
anticipate his claims and the subsidiary’s response would be similar to the currently pending arbitration.

During the year, an arbitration demand over the disagreement of the first and second earned out calculations totalling US$8,500,000 plus
interest, payable in cash and shares of the Company, in respect of the acquisition of Mergent Data Technology, Inc. (formerly known as
Praedea Acquisition Corporation) (“MDT”) was submitted by the former holding company of MDT, PSI Capital, Inc. (formerly known as
Praedae Solutions, Inc.) against the Company.

Given the early stage of the litigations mentioned above, it is premature to predict potential outcomes or estimate potential damages.
Accordingly, no reliable estimate can be made of the amount of the obligations, if any.

LITIGATIONS OF AN ASSOCIATE

In August 2008, XFM borrowed US$14 million from UBS AG using the Principal Protected Note as collateral (the “UBS Loan”). On
September 15, 2008, Lehman Brothers filed for bankruptcy, and after XFM refused to post additional collateral for the UBS Loan, on
September 25, 2008, UBS AG filed a demand for arbitration with the American Arbitration Association against XFM seeking repayment of
the UBS Loan. On October 28, 2008, XFM filed its defense to the demand as well as a cross claim against UBS Financial Services, Inc. for
an amount in excess of US$25 million.

RETIREMENT BENEFITS SCHEME

The Group and the Company operates a Mandatory Provident Fund Scheme (the “Scheme”) for all qualifying employees in Hong Kong.
The assets of the Scheme are held separately from those of the Group and the Company, in funds under the control of trustees. The Group
and the Company contributes 5% of the relevant payroll costs to the Scheme, which contribution is matched by employees but subject to
maximum contribution of HK$1,000 per month per employee.

The employees of the Group’s subsidiaries in PRC are members of the state-managed retirement benefits scheme operated by the PRC
government. The PRC subsidiaries are required to contribute a certain percentage of their payroll to the retirement benefits scheme to fund
the benefits. The only obligation of the Group with respect to the retirement benefits scheme is to make the specified contributions under
the scheme.
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RELATED PARTY TRANSACTIONS

The remuneration of directors (key management personnel) is disclosed in notes 10, 30 and 37.

In addition to the above and the related party information disclosed elsewhere in the financial statements, during the year, the Group has
the following significant transactions with FTSE International Limited (“FTSE”), a minority shareholder of a subsidiary of the Group:

THE GROUP

2008 2007

Uuss’000 us$’000

Service fee recharge 200 260

System service fee 256 128

Claw-back fee paid for exchange traded fund licensing revenue 490 249

Revenue collected on behalf of FTSE 1,606 —
During the year, the Company has the following significant transactions with its group companies:

THE COMPANY

2008 2007

Uuss’000 us$’000

Group service fee income from subsidiaries 2,016 4,288

Interest income from subsidiaries 222 659

Group service fee paid to a subsidiary 4,437 6,717

Deemed capital contributions on waiver of amounts due from XFM 24,104 115,286

Deemed capital contributions on waiver of an amount due from a subsidiary 8,421 —

POST BALANCE SHEET EVENTS

In January 2009, the Group disposed of its entire interest in SFE and Market News International Inc., to independent third parties for an

aggregate consideration of US$15,900,000. The gain or loss arising on disposal of these subsidiaries subsequent to the balance sheet

date, were insignificant.

Also, in January 2009, the shareholders of XFM has resolved to change XFM’s name from Xinhua Finance Media Limited to Xinhua Sports

and Entertainment Limited which is in line with XFM’s plan to grow its media platforms beyond finance with a particular focus on sports

and entertainment news and information.
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Details of the Company’s principal subsidiaries are as follows:

Attributable proportion of nominal value of issued
capital/registered capital held by the Company
Place of
incorporation/ Directly Indirectly

Name of subsidiary establishment 2008 2007 2008 2007 Principal activities

Market News International Inc. us 100% 100% —_ — Production of fixed income/forex news
analysis and investment holding

Xinhua Financial Network Limited Hong Kong 100% 100% —_ — Provision of China-specific indices, credit
ratings and investor relations
services

Washington Analysis us —_ 100% —_ — Provision of economic political advisory
services

XFM# Cayman Islands —_ 38.82% — — Media and advertising business

China Finance Limited Taiwan —_ - 100% 100% Provision of financial information
services and public relation services

Fortune China Public Relations Limited Hong Kong —_ —_ 100% 100% Provision of public relations services

FTSE/Xinhua Index Limited* Hong Kong — — 50% 50% Provision of index related products and
services

Market News (Service) International Inc. us — — 100% 100% Production of fixed income/forex news
analysis

Mergent us —_ — —_ 100% Production of database and analysis

Xinhua Financial Network (Beijing) Ltd. PRC —_ — 100% 100% Provision of financial information
services and public relations services

Xinhua Financial Network (Korea) Limited Korea —_ — 100% 100% Provision of financial information
services

Xinhua Financial Network (Shanghai) Ltd. PRC —_ — 100% 100% Provision of financial information
services and public relations services

Xinhua Finance Japan Limited Japan —_ — 100% 100% Provision of China financial information
and services

Shanghai Tongxin Information PRC —_ — 80% 80% Provision of information technology

Technology Consulting Co. Ltd. application and information and

services

# XFM was accounted for as a subsidiary of the Company in 2007, as the Company held Class B shares of XFM which entities the holder to 10 voting rights to 1 non-Class B

shares. Hence the Company controlled more than 50% of XFM’s voting power.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affect the results or assets of the

Group.

The Company is accounted for as subsidiary of the Group as the Group has the power to govern the financial and operating policies of the Company.
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This annual report contains forward-looking statements that involve a number of risks and uncertainties. These forward-looking
statements can be identified by terminology such as “will,” “expects,” “anticipates,” “future,” “intends,” “plans,” “believes,”
“estimates, “ “confident” and similar statements. A number of factors could cause actual results, performance, achievements of
the Company or outcome of the matters discussed herein to differ materially from any future results, performance or achievements
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including its Securities Report (Yuho) for 2008. All information provided in this annual report is as of the date hereof, and XFL
undertakes no duty to update such information, except as required under applicable law.
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