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The Company's plans, strategies and forecasts, except historical facts, contained in this document may be subject
to change due to factors of risk and uncertainty. Therefore, the Company does not guarantee their attainability
explicitly or implicitly.

The Company assumes that the ‘factors of potential risk and uncertainty’ may include the economic climate,
especially concerning the pachinko and pachislot markets which constitute the Company’s main business field,
competition in the market and competitiveness of the Company’s products, and also include other unpredictable
factors.
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Overview of the First Quarter
of FY 3/2017
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Business Results for the First Quarter of FY 3/2017 (Highlights)

FY 3/2016
million yen Q1
7tk & 35,947
Net Sales
= Folpa 5,770
Operating Income
T Al 6,202

ecurring Income
=4 AL g 4,282
{le?;éﬁs:olfﬁsgnﬂ; Nllza:chmes 65’932

Unit Sales of Pachislot Machines

FY 3/201()71 YoY

9,371 -26,576

-73.9%

pXp)] 8432
pX LYY  -8,696
CEI)] 6,192
-50,623

-76.8%

-30,940

-86.5%
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Pachinko and Pachislot Machines Sales Results

FY 3/2016 BREIELEN; Yoy

Q1 Q1
INF2 65,932 BEELENEY 20,623
Pachinko Machines -76.8%
SANKYO+JB 59,205 V%1, '44’_97’595;
Bisty 6,727 1,057 -5,670
-84.3%
INF A 35,771 -30,940
Pachislot Machines -86.5%
SANKYO 11,177 -6,26‘_182
Bisty 24 594 -24,594
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Net Sales
201 6?5@3}51 # FY 3/2016 15t Quarter 3Elg47
(4F-68) (Apr-Jun) -
NFUOMBEESE
Pachinko Machines Business '15, 143
NFRAOMBEEEX
Pachislot Machines Business -9,393

EaM AR ESR X
Ball Bearing Supply Busin -1,969

TODER
Other Businesses -70

AR WECSCHSE I FY 3/2017 15t Quarter
1Q (Apr-Jun) 9,371
(48-6R)

-26,576

million yen




P e RFUIREEEEE LS

Sales of Pachinko Machines Business

201643A% VRPN

1Q :
4h-67) [N

SANKYO+JB/AFU DM E
Sales volume of SANKYO-brand an

SANKYO+JB/\F a0 it

Unit price of SANKYO-brand and JB-@iiand pachinko machines increases. +403

Bisty/\F D E R

Sales volume of Bisty-brand machines decreases. -1,886
Bisty/SF > a# Ol T %

Unit price of Bisty-brand pachinko machines decreases. -7

g2

Other factors 760

2017%3A% R,

-15,143

million yen
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Sales of Pachislot Machines Business

201 61523}51 4 FY 3/2016 1%t Quarter
(Apr-Jun) 11,504
(4A-6H)
SANKYO/SF RO D E#H D
Sales volume of SANKYO-brand pachislot machines decreases. -2,372

SANKYO/SFROMDME LR
+179

Unit price of SANKYO-brand pachislot machines increases.
Bisty/ \F X O
Sales volume of -7,119

ZDfth

Other factors

-81

2017 1£|EQ3H I Y 3/2017 15t QUL
(4B-6A) (Apr-Jun) 2,111

-9,393

million yen
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2016%£3ARH# FY 3/2016 15t Quarter
1Q (Apr-Jun)

(4A-6R)
INFUasE ERFI DA
The gross profit of the pachink

INFROMFE L BFIED R

LEBREOEM
Advertising expenses increases.

ARFEFHH DB

Sales commission decreases.

MREAEE DR

R&D expenses decreases.

-1,369 Other factors

+1,729
- o

2017%3AH
1Q
(48-6R)

FY 3/2017 15t Quarter
(Apr-Jun)

The gross profit of the pachislot machine sales decreases.

EIEE XA

Operating Income

-8,432

million yen
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Number of Pachinko/Pachislot Titles to be Released

K"y d sAnecvo X 7
Patrush J . JB
J4—7/\— a—nation
Fever a-nation
F4—1\—BEH Bisty X 2
Fever Yume-fukujin
v %2 2 Elffver.
TEKKEN 2 Toushin ver.
YoA—F530 sAncvo x 1
Thunder Dragon sAnN
a €vo J4—1\—FHIYFTEVOL
Fever Aquarion EVOL
Total Eclipse sAnN
- YO L lvsF FHTUFVEVOL

Choi-pachi Aquarion EVOL

Q1 SAncYo RS ASY From Q3

Fever Mobile Suit GUNDAM 3Y

RSP EAA LIS oEELTIE onward osue

BRRICET55ETHY . ERICTHESTRESLHYET ZYrUFYTY 927

Evangelion 9 Z

Introduction of titles is in line with the current plan to date,

but may be subject to changes. ZY7rU5YIY 10R
Evangelion X R

P achinko R eused Models Pachi Slot WIEAEIES S T4 R T

)1—R%ER< INFUa-Y1—2R Symphogear

Excluding
Reused Models

14 titles 5 titles
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Market Forecasts
and SANKYO'’s Initiatives
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High gambling properties

HEWDARE
BRREMIE

Announcement of machines
that apply and their gradual

4 or more

IBMEBAMSDERE
AELLEIZBIZE LT

Payout from the start
chucker (event start trigger
pocket) was increased to
four balls or more.

65%

=g

HEIRroa1—)L NFoO

Schedule of Implementation of Various Regulations for Pachinko

HERE BB RIC

LRERE

Set an upper limit to the
probability variation
continuation rate of
pachinko machines

4R

CERIE

Pin issue

BIR, F2REUHRHOD
(8] 4% # Z= A BR

Deadlines for collection and
removal of pachinko
machines subject to 1st and
2nd collection

G7

FEEESIVMRREISHS
FEABDER

Voluntary refraining from
replacement with new
machines for the G7 Ise-
Shima Summit

NFoa-NFRAOXEEDHRHI
Regulations common to pachinko and pachislot

12R

(ERE

Pin issue

FIXREIR A REED
EEVE &3

Deadline for collection and
removal of pachinko
machines subject to 3rd
collection

INFaADRE
Regulations for pachinko

30%

MEEICERALEV
EREOBRBELR

Limit the installation ratio
of machines that are not
compliant with the new
standard

12R

20%

EAEITERYLEL
ERMORELLRE

Limit the installation ratio
of machines that are not
compliant with the new
standard

INFRODFRE
Regulations for pachislot
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Schedule of Implementation of Various Regulations for Pachislot

= ST SRR G7 50% 30%

High gambling properties

HEEOLTKE FEEEYIYMREICHES HEMEICE YL FEECERHLEL

BT EE FEABDOBER WS ORE LR EHEMOREBELE

Announcement of machines Voluntary refraining from Limit the installation ratio Limit the installation ratio

that apply and their gradual replacement with new of machines that are not of machines that are not

removal machines for the G7 Ise- compliant with the new compliant with the new
Shima Summit standard standard

/127

12R 7H 10R

ATHE D #2

#5.5 model 1% {FXT #59 model
Termination of AT model sales

INFAOFHE IAEZEATH#OD IRFROFTE#E

FE R THIE FEREERT HEEE-S—LUEEEE

New standards for pachislot Terminated sales of new AT New standards for pachislot

machines models, which follow old machines

Control by the motherboard pachislot machine Lottery probability, gaming
standards performance, etc. have

been changed.

NFA-NFROLBEDORFI INF DRI NFRADOFH
Regulations common to pachinko and pachislot Regulations for pachinko Regulations for pachislot
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The Challenging Environment Persists.

/ €9:.~/:| DIEJ%]E Pachinko Diffusion Index

+70
o \ 2y e ST I$F RORERR
A Overall business conditions Pachislot machine utilization rate
|| /3: 0.....
S A / R / 319 393
%7 R / \ o Oceeeee O
\\. ./ J I XX N R RN ¢
@
O -37.7
o NFAREBRR
0 Pachinko machine utilization rate
-7

Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep

2014 2015 2016
Source: [FE65EI/NFUIRKEIMIEH (DD FAEHRZR) MXESHIUATAUAVIE SRR EHER
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Impact of Removal by the End of the Year of Pachinko Machines Subject to Collection

18.6%

POEBLHS

Somewhat affected

4.4

HEINDHD
Affected

BaLTWSEELIL?

What are the likely impacts
concerned ?

NFUOAAEBEHR

Cost of replacement of
pachinko machines

MEERDAS
Popularity of machines
compliant with the new standard

27> D —FFRE D

Temporary decline in player
population

Source: [FE65EI/NFUIRKEIMIEH (DD FAEHRZR) MXESHIUATAUAVIE SRR EHER



Good Inck. Good life.
14 @ sANcYo

136,967 units

F1R, F2kEUTH R
6 AXRErmDEEZEEL0%

Pachinko machines subject to 1st
and 2nd collection
80% removed as of June 30, 2016

2016

Aug ¥

589,510 units

B3R IR R
BITDENHENS L

Pachinko machines subject to
3rd collection
Mainly current mainstay titles

2016

Dec LPF

30% & 50%

INFoa
FEIXREU TR OEEIC
HFWBEREOZE/MIIATEE

Pachinko machines:

Possible to achieve the target
ratio by the removal of pachinko
machines subject to 3rd collection

INFZRO
BHIRDABFER—XTERAIRE

Pachislot machines:
Possible to achieve the target at
the current replacement pace

FHOREL

Short-term Forecasts

105

H 5.9 model

ASIEIBEDZIH(X2018F LI ?
RiTEHh#BEOH#KEER?

Release of popular titles from
2018 onward ?

Continued use of current
mainstay titles ?

127

20% & 30%

IRFoa-8FRAEL
BIROABER—XTERAIRE

Possible to achieve the targets
for both pachinko and pachislot
machines at the current
replacement pace
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Business Environment and Market Forecasts

Short-term forecasts: 2016 (FY 3/2017)

INFA NFRAOLLHEERANDBITH

Transition phase for both pachinko and pachislot to machines compliant with new
standards

MEER IR TFRERAD-OHIHHERLHE/

Shrinking market because of thzze wait-and-see attitude toward machines compliant
with new standards

Medium to long-term forecasts: 2017+ (FY 3/2018+)

MBEERN D7 N—F—IZER

Machines compliant with new standards will win the allegiance of players and
pachinko parlor operators

SIREREAFIEL, SRR EEA

Introduction of diverse machines, leading to recovery of the scale of the market

rh E HA
T IX 7]
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27 AKX

Expand player population

5o 18

Increase sales

HmBWRE

Improve Margins

Key Issues for FY 3/2017
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Business Results for the First Quarter of FY 3/2017

FY 3/2017 Forecast FY 3/2015 FY 3/2016
&4 - HHA  Consolidated: million yen Q1 YoY  Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
=rE Net Sales 9,371 -26,576 135,000 20,688 16,156 76,666 33,069 35,947 38,701 24,804 37,678
JINFa Pachinko 5,619 -15,143 95,200 7,433 12,785 65,008 28,911 20,762 32,615 12,746 32,150
JSFZ0O Pachislot 2,111 -9,393 27,500 10,683 329 7,743 299 11,504 3,428 7,178 3,897
This e Ball Bearing Supply 1,517 -1,969 11,800 2,339 2,849 3,717 3,647 3,486 2,501 4,660 1,512
OV ESS Other Business 124 -70 500 233 192 198 211 194 155 222 118
= FEIE Cost of Sales 4,568 -15,854 72,000 10,609 9,065 44,301 19,701 20,422 20,427 13,896 20,893
2= b F % Gross Profit 4,803 -10,721 63,000 10,078 7,092 32,364 13,368 15,524 18,274 10,909 16,785
REE SG & A Expenses 7,466 -2,288 47,000 10,059 11,964 16,601 11,044 9,754 12,666 9,209 11,036
BRI Operating Income (2,662) -8,432 16,000 19 (4,872) 15,763 2,323 5,770 5,607 1,700 5,749
JINFa Pachinko (1,505) -5,155 17,300 (2,497) (4,053) 14,033 4,998 3,650 7,215 1,338 6,850
JSFZ0O Pachislot 19 -3,232 4,100 3,864 (2,336) 2,543 (1,455) 3,251 64 1,400 149
Thia e Ball Bearing Supply 29 -55 500 33 81 199 129 84 59 193 30
OV ESS Other Business -16 (500) (190) (120) (100) (134) a77) (145) (137) (247)
sHEX(E43t  Elimination/Corporate +25 (5,400) (1,190) (1,445) (913) (1,215) (1,038) (1,586) (1,094) (1,034)
BEF Recurring Income -8,696 16,800 371 (4,751) 15,891 3,359 6,202 6,041 2,129 5,593
1 2 FI| 2% Extraordinary Gains +0 0 0 1 10 3 0 0 0 0
L= Extraordinary Losses +8 7 1,790 7 43 13 7 1 84 3,291
L HA 4 ) 26 Net Income -6,192 11,100 (1,005) (3,157) 11,158 1,732 4,282 4,222 1,401 580
EPS: M EPS: yen 137.00

BRE&#:4  Machines sales: units

JINFa Pachinko 297,800 24,438 47,415 176,204 81,835 65,932 87,863 51,591 90,960
SANKYO+JB SANKYO+JB 201,800 19,310 24,851 52,033 70,216 59,205 30,548 43,251 74,078
Bisty Bisty 96,000 5,128 22,564 124,171 11,619 6,727 57,315 8,340 16,882

JSFZ0O Pachislot 80,000 27,999 142 19,915 81 35,771 8,981 22,995 12,378
SANKYO SANKYO 45,000 27,994 142 19,915 81 11,177 6,973 7,599 0
Bisty Bisty 35,000 5 0 0 0 24,594 2,008 15,396 12,378
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Pachinko Machines Business

FY 3/2017 Forecast FY 3/2015 FY 3/2016
&4t J®HA  Consolidated: million yen Q1 YoY Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gl = Net Sales 5,619 -15,143 95,200 7,433 12,785 65,008 28,911 20,762 32,615 12,746 32,150
E lE Operating Income (1,505) -5,155 17,300 (2,497) (1,053) 14,033 4,998 3,650 7,215 1,338 6,850

s@pam  Percentage (26.8%) YWY, 18.2% (33.6%) (8.2%) 21.6% 17.3% 17.6% 22.1% 10.5% 21.3%

- . R
RELH: 4 Machines sales: units

JINFoasst  Pachinko 15,309 -50,623 297,800 24,438 47,415 176,204 81,835 65,932 87,863 51,591 90,960
SANKYO+JB SANKYO+JB 14,252 -44,953 201,800 19,310 24,851 52,033 70,216 59,205 30,548 43,251 74,078
Bit= Frame 39.7% -16.3pt 38.0% 29.7% 35.3% 21.2% 68.7% 56.0% 20.0% 30.1% 60.7%
B Gauge 53.4% +19.6pt 29.8% 49.3% 17.1% 8.3% 17.1% 33.8% 14.8% 53.7% 20.7%
Bisty Bisty 1,057 -5,670 96,000 5,128 22,564 124,171 11,619 6,727 57,315 8,340 16,882
Bit= Frame 6.2% -0.4pt 17.9% 0.4% 3.2% 67.3% 13.9% 6.6% 55.5% 2.0% 11.5%
B Gauge 0.7% -2.9pt 14.4% 20.6% 44.4% 3.2% 0.3% 3.6% 9.7% 14.2% 7.1%
Series name No. of models Sales: units
FY 3/2017 INS DERE: =) Patrush J RED (Apr-16) 1
Q1 T4—IN—Ei5H Fever Yumefukujin (May-i6) 2
HUA—R53Y Thunder Dragon (May-16) 2
Q2 1\ aJ GREEN Patrush J GREEN (Jul-16) 1
J4—IN—TFHI)A> EVOLY Fever Aquarion EVOL Y (Jul-16) 1
L &ELWAFTHIYFD EVOL 39 Choipachi Aquarion EVOL 39 (Jul-16) 1
J4—I\— a—nation Fever a-nation (Jul-16) 1
$#2 E#ver. TEKKEN 2 Toushin ver. (Aug-16) 1
Ta—N—HEETH T LI Y Fever Mobile Suit Gundam 3 Y (Sep-16) 1
J4—I\— a-nation G Fever a-nation G (Sep-16) 1
ZYHPU5)ILQ Z Evangelion 9 Z (Sep-16) 1
Y75 )IUXR Evangelion X R (Sep-16) 1
Total 15,309 Note: RF SANKYO, JBH#IE

BFF ERATHE#IRFET 71—ILX)

Note: Models in black are SANKYO/JB models and
models in blue are Bisty models (distributed by Fields).
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Pachislot Machines Business

FY 3/2017 Forecast FY 3/2015 FY 3/2016
@4t -/ AA  Consolidated: million yen Q1 YoY  Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

E=rE Net Sales 2,111 -9,393 27,500 10,683 329 7,743 299 11,504 3,428 7,178 3,897
B Operating Income 19 -3,232 4,100 3,864 (2,336) 2,543 (1,455) 3,251 64 1,400 149
B2 R 25 R Percentage 0.9% -27.4pt 14.9% 36.2% (710.0%) 32.8% (486.6%) 28.3% 1.9% 19.5% 3.8%

- . .
ER5=4%k:4  Machines sales: units

JINFZO4&E+ Pachislot -30,940 80,000 27,999 142 19,915 81 35,771 8,981 22,995 12,378
SANKYO SANKYO -6,346 45,000 27,994 142 19,915 81 11,177 6,973 7,599 0
Bisty Bisty -24,594 35,000 5 0 0 0 24,594 2,008 15,396 12,378

Series name Sales: units
- N Note: RF SANKYO, JBi#1E
FY 3/2017 r—&)L-AH) TR Total Eclipse (Apr-16) e O 25T BRIl 7)
Q2 wuBiIE > IA¥T Symphogear  (Aug16)

Note: Models in black are SANKYO/JB models and

Total 4,831 models in blue are Bisty models (distributed by Fields).



@S = F ORISR R

Gross Margin/Operating Margin

FY 3/2017 Forecast FY 3/2015 FY 3/2016
i Consolidated Q1 YoY  Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
7= F#aF|253:  Gross Margin 51.3% +8.1pt 46.7% 48.7% 43.9% 42.2% 40.4% 43.2% 47.2% 44.0% 44.5%
B2 R 2R Operating Margin (28.4%) -44.5pt 11.9% 0.1% (30.2%) 20.6% 7.0% 16.1% 14.5% 6.9% 15.3%

BREERV—BEEE
SG & A Expenses

FY 3/2017 Forecast FY 3/2015 FY 3/2016
EfE- B/ HH Consolidated: million yen Q1 YoY Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
RS R Sales Commission 236 -620 7,275 669 464 7,022 1,071 856 3,631 508 1,168
LESnE Advertising Expenses 433 +58 5,155 839 1,026 549 1,894 375 724 687 1,668
R E R&D Expenses 3,933 -1,729 22,653 5,701 7,688 5,621 5,549 5,662 5,336 5,324 5,637
WwEFY Salaries & Wages 666 -68 3,416 722 672 1,211 1,002 734 685 1,204 741
Z0its Others 2,198 +71 8,501 2,128 2,114 2,198 1,528 2,127 2,290 1,486 1,822
&4t /mHM  Consolidated: million yen
RS EE Capital Expenditure -319 5,497 1,203 1,669 1,909 938 1,110 1,026 1,726 873
EmEEE Depreciation & Amortizaf] -217 4,981 720 954 1,370 1,571 927 1,142 1,355 1,509
sEHE Consolidated
tEEH No. of Employees +6 1,114 1,094 1,088 1,081 1,077 1,087 1,093 1,092 1,084
B A% No. of R&D Staff +3 337 318 320 321 319 331 332 332 331

RAHEERSE L3R (2 51) Indirect Sales Ratio
SANKYO+JB Pachinko 32.0% -2.5pt 34.1% 36.3% 35.6% 35.6% 35.2% 34.5% 34.6% 34.6% 34.7%
44.9%

SANKYO Pachislot -1.1pt 42.6% 42.9% 42.8% 42.4% 42.3% 46.0% 44.0% 43.2% 43.2%
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Return on Equity

mil yen FY3/2010 3/2011 372012 3/2013 3/2014 3/2015 3/2016 3/2017E
== Net Sales 222673 201,606 173,682 104150 158453 146,579 137,130 135,000
R 2% Operating Income 55,776 51,923 40,315 7,023 28,023 13,233 18,826 16,000
g 25 Recurring Income 59,366 55,909 44,396 9,488 30,144 14,870 19,965 16,800
Lt 8 01 ) 2 Net Income 36,198 34,733 20,182 5,853 22,400 8,728 10,485 11,100
wEE Total Assets 461,358 488,636 495088 464,259 451149 434,648 414,183
A Total Net Assets 408,024 419658 418303 402,918 413,096 371,670 348941
FREL4 ()  DPS(Yen) 150.00 150.00 150.00 150.00 150.00 150.00 150.00 150.00
ROE Return on Equity 9.1% 8.4% 4.8% 1.4% 5.5% 2.2% 2.9%
ROE 5] ?:j:iﬁg?i;i:;’;ars 10.8% 9.5% 8.4% 6.2% 5.8% 4.5% 3.4%
St A 4 1 25 Net Income Ratio 16.3% 17.2% 11.6% 5.6% 14.1% 6.0% 7.6%
8 FEm| R 2R Total Asset Turnover 0.47 0.42 0.35 0.22 0.35 0.33 0.32

BAFEL /ALY Financial Leverage 1.20 1.15 1.18 1.17 1.12 1.13 1.18
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Game Machine Market

£ BEEMR/—>—DIKR

|
3,500 Situation of Parlors that Are Members of Zennichiyuren
RFUIRBEER
No. of installed Pachinko Machines E%EP @E%ﬁﬁ
No. of outlets currently in operation
3,000 | 3,107
3.042 3009 10,407
2B 5054 407 10,400 10,365 10,342 10,327 10,325 10,315 10273
2,906 '~ 10,210 10,166 10,139 10,126
2,603
2,494
2,500 2.6602.661 82656 12,653 2.652 1 2.654 2,651 > 644> 631> 624> 614> 610

INFUOERFEE
No. of shipped Pachinko Machines

2,000

NFROFEE
No. of installed

1,4991.503 1,504 1,505 1,508 1.51 71 518 N1.517 81514 1,519 81 517 481,520

£l 2-274

1,500
INFRORFER
1,000 No. of shipped B a
500

Cy2011 2012 2013 2014 2015 2016E J-2015 A-2015 S-2015 0-2015 N-2015 D-2015 J-2016 F-2016 M-2016 A-2016 M-2016 J-2016

thou. units

Source: National Police Agency, Yano Research Institute, Zennichiyuren
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Number of Titles Sold (All Manufacturers)

INFoags
Pachinko Machines

CY2011
18V ST YBRTE A

20145 % :18,6664 (2,016 F & —108) 2012
20154 17,7124 (1,913 F & = 108)

2013
-Sales per title

CY2014: 18,666 units (2,016,000 units/108) 2014
CY2015: 17,712 units (1,913,000 units/108)

2015

2016 J-J

0 20 40 60 80 100 120

INF RO
Pachislot Machines

CY2011
18RIV EYIRTE AR

20144 : 16,2504 (1,235F & < 76) 2012
20154 : 11,4304 (983 F £ +86)

Sales per title 2013
CY2014: 16,250 units (1,235,000 units/76)
CY2015: 11,430 units (983,000 units/86) 2014
2015
2016 J-J
0 20 40 60 80 100 120

Source: Yano Research Institute, Pachinko Gyokai Johokan Members
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INFU O
Pachinko Machines
TLUD LoAKED
including Arrange Ball,Jong-Kyu

B S EBE SR

Compliance with Format Inspection

2011 2012 2013 2014 2015 2016 J-J
4t Applicant 614 598 503 613 731 456
Ee Pass 536 534 412 505 519 216
FiEd  Fail 69 87 71 97 172 230
SANKYO+JB 21 30 28 40 38 18
Bisty 12 6 10 10 8 5
SANKYO Group Total 33 36 38 50 46 23
INFAOAH
Pachislot Machines
NAYREED
including Palot
2011 2012 2013 2014 2015 2016 J-J
ot Applicant 627 720 629 526 650 335
Ee Pass 242 253 251 203 250 144
s Fail 373 449 391 342 328 206
SANKYO 10 8 9 9 21 3
Bisty 5 9 14 0 11 0
SANKYO Group Total 15 17 23 9 32 3

Source: Security Electronics and Communications Technology Association
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