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potential investors should carefully consider all of the information set out in this Prospectus, including the risk factors set out in “Risk

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (for itself and on behalf of the Underwriters) and our Company on the Price Determination Date, which
is expected to be on or around Friday, 27 March 2015 and, in any event, not later than Wednesday, 1 April 2015. The Offer Price will not be more than HK$1.28 and is currently expected to
not be less than HK$1.10. Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price (HK$1.28) for each Share together with a brokerage of 1%, SFC
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EXPECTED TIMETABLE

We will issue an announcement in Hong Kong to be published in the South China Morning
Post (in English) and the Hong Kong Economic Journal (in Chinese) and on our website
(www.ngch.co.jp) and the Stock Exchange’s website (www.hkexnews.hk) if there is any

change in the following expected timetable of the Hong Kong Public Offering:

Latest time to complete electronic applications under the
White Form elPO service through the designated
website (www.eipo.com.hk)® ... ... .. ... L. 11:30 a.m. on Friday,

Application lists open® . . ... ... 11:45 a.m. on Friday,

Latest time to: (1) lodge WHITE and YELLOW Application
Forms; (2) complete payment of White Form elPO
applications by effecting internet banking transfer(s) or
PPS payment transfer(s); and (3) give electronic
application instructions to HKSCCYW . ... ... .......... 12:00 noon on Friday,

Application lists close® . ... ... ... ... ... .. 12:00 noon on Friday,

Expected Price Determination Date® . ... ... .. ... ... ... .. .. .. .. ..... Friday,

Announcement of the final Offer Price, the level of
indication of interest in the International Offering, the
level of applications in the Hong Kong Public Offering
and the basis of allocation of the Hong Kong Offer
Shares to be published in the South China Morning Post
(in English) and the Hong Kong Economic Journal (in
Chinese) and on our website (www.ngch.co.jp) and the
Stock Exchange’s website (www.hkexnews.hk) on or

2015 M

27 March

27 March

27 March

27 March

27 March

DEefOre . Thursday, 2 April

Announcement of results of allocations under the Hong
Kong Public Offering (with successful applicants’
identification document numbers, where appropriate) to
be available through a variety of channels including our
website (www.ngch.co.jp) and the Stock Exchange’s
website (www.hkex.com.hk) (for further details, see
“How to Apply for Hong Kong Offer Shares — 11.

Publication of Results” in this Prospectus) from . ..................... Thursday, 2 April

Results of allocations under the Hong Kong Public Offering
will be available at www.iporesults.com.hk with a

“search by ID” function on a 24-hour basis from .......... 8:00 a.m. on Thursday, 2 April




EXPECTED TIMETABLE

Despatch/Collection of White Form e-Refund payment
instructions/refund cheques in respect of wholly or
partially successful applications if the final Offer Price is
less than the price payable on application (if applicable)
and wholly or partially unsuccessful applications pursuant
to the Hong Kong Public Offering on or before® 7 ... ... .. ... ........ Thursday, 2 April

Despatch of Share certificates on or before® .. ... ... ... ... ... ... ... Thursday, 2 April

Dealings in the Shares on the Stock Exchange
expected to commence at ........ ... .. .. .. . .. 9:00 a.m. on Wednesday, 8 April

Notes:
(1) All times and dates refer to Hong Kong local time.

2) You will not be permitted to submit your application through the designated website at www.eipo.com.hk after
11:30 a.m. on the last day for submitting applications. If you have already submitted your application and obtained
an application reference number from the designated website prior to 11:30 a.m., you will be permitted to continue
the application process (by completing payment of application monies) until 12:00 noon on the last day for
submitting applications, when the application lists close.

(3) If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Friday, 27 March 2015, the application lists will not open on that
day. For details, see “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather on the Opening of
the Application Lists” in this Prospectus.

(4) Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should see “How to Apply for Hong Kong Offer Shares — 6. Applying by Giving Electronic Application Instructions
to HKSCC via CCASS” in this Prospectus.

(5) The Price Determination Date is expected to be on or around Friday, 27 March 2015. If, for any reason, the Offer
Price is not agreed by 12:00 noon on Wednesday, 1 April 2015 between our Company and the Sole Global
Coordinator (for itself and on behalf of the Underwriters), the Global Offering (including the Hong Kong Public
Offering) will not proceed and will lapse.

(6) Share certificates for the Offer Shares are expected to be issued on or before Thursday, 2 April 2015 but
will only become valid certificates of title at 8:00 a.m. on Wednesday, 8 April 2015 provided that (a) the
Global Offering has become unconditional in all respects; and (b) none of the Underwriting Agreements
has been terminated in accordance with its terms.

(7) Refund cheques/e-Refund payment instructions will be despatched in respect of wholly or partially
unsuccessful applications and in respect of successful applications if the final Offer Price is less than
the maximum Offer Price of HK$1.28 per Offer Share.

For details of the structure of the Global Offering (including its conditions) and the
procedures for applications for Hong Kong Offer Shares, see “Structure of the Global Offering”
and “How to Apply for Hong Kong Offer Shares” in this Prospectus, respectively.

Under Japan law, our Shares are “bearer shares” in nature. Ownership of our Shares can be
transferred simply by the delivery of share certificates, with or without the transferor and the
transferee having signed any document evidencing such transfer. This creates inherent risks for
Shareholders and potential investors who choose to hold our Shares by physical possession of
our share certificates. To avoid these risks, which are very significant in the opinion of our




EXPECTED TIMETABLE

Directors, potential investors are strongly recommended to hold your investments in our
Company through CCASS by: (i) completing the YELLOW Application Forms; or (ii) giving
electronic application instructions to HKSCC. See “Key Japan Legal and Regulatory Matters
— A. Bearer Shares” for details.

Due to certain Japan legal and regulatory provisions, CCASS Beneficial Owners are
subject to certain disadvantages as set out in detail in “Key Japan Legal and Regulatory
Matters — A. Bearer Shares — Recommended measures for our Shareholders and potential
investors”. For example, CCASS Beneficial Owners are subject to a higher withholding tax rate,
and they may not inspect our Share Register unless allowed to do so under the Personal
Information Protection Act. Despite these disadvantages, given the risks associated with our
“bearer” Shares (which are very significant in the opinion of our Directors), it is our Board’s
strong recommendation that potential investors should hold your investments in our
Company through CCASS.
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SUMMARY

This summary aims to give you an overview of the information contained in this
Prospectus. As this is a summary, it does not contain all the information that may be important
to you and is qualified in its entirety by, and should be read in conjunction with, the full text
of this Prospectus, which should be read in its entirety before you decide to invest in the Offer
Shares. There are risks associated with any investment, including those set out in "“Risk
Factors” starting on page 35. You should read that section carefully before you decide to
invest in the Offer Shares.

OVERVIEW

We operate pachinko halls in Japan where customers can play pachinko and pachislot,
which are recreational arcade games characterised by an element of chance. We were the fourth
largest pachinko hall operator in Japan in 2013 (based on gross pay-ins), according to EBI. The
pachinko industry is highly fragmented, with over 3,800 operators running 11,893 halls as at 31
December 2013. In 2013, our market share based on gross pay-ins was 1.3%, while our market
share based on the number of halls in Japan was 0.5%. Ever since we opened our first pachinko
hall in 1950, all our operations have been focused in Northeast Honshu (&M & 1t), Japan,
covering ten prefectures that have a total population of approximately 47.4 million (representing
approximately 37.7% of the total population in Japan), as at 31 December 2013, according to
EBI.

Fukushima Prefecture (&%) is our most important strategic location, in which our
headquarters are located and we have the most number of our halls (namely, 20 halls as at the
Latest Practicable Date), machines and also revenue generation, accounting for over 40% of our
total revenue during the Track Record Period. We will continue to leverage our strengths and
expand our operations in Northeast Honshu (A&JNEH L) (especially Fukushima Prefecture
(f& &%) and its neighbouring and conjoining prefectures) in a cost-efficient and strategic manner.
In particular, we expect to open a new hall in Fukushima Prefecture (f& &) by December 2015
with over 1,000 machines, which will become our largest hall and is expected to become one of
the largest halls in Fukushima Prefecture (f&/&5%).

Our corporate slogan is “Happy Time Creation” and we place our primary focus on customer
experience and goodwill. We have strived to adapt to changing industry trends and customer
preferences throughout our operating history and have developed into an operator of 55
pachinko halls, as at the Latest Practicable Date.

Our Japan Legal Adviser has confirmed that our pachinko and pachislot hall operations do
not constitute “gambling” under, and do not violate, relevant Japan law.
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OUR PACHINKO AND PACHISLOT BUSINESS
Pachinko and Pachislot Games

Pachinko is one of the most popular forms of entertainment for adults in Japan and has a
long history, dating back to the early twentieth century. Pachinko is similar in appearance to a
pinball machine and involves firing pachinko balls in rapid succession into a playing field, with the
aim of firing them into pockets that release bonus pachinko balls. Playing costs range from ¥0.5
to ¥4 per ball (before consumption tax). Pachislot is similar in appearance to a traditional slot
machine and involves inserting pachislot tokens to spin its image reels, with the aim of stopping
the reels at a winning matching combination, which will release bonus pachislot tokens. Playing
costs range from ¥2 to ¥20 per token (before consumption tax). During the Track Record Period,
pachinko and pachislot accounted for approximately 70% and 30% of the total machines in our
halls, respectively. Generally, players aim to collect the most number of balls and tokens, which
can either be exchanged for prizes or saved for subsequent visits.

Prizes

At our halls, customers can exchange two types of prizes, namely: (1) general prizes
(including our private brand products), which include cigarettes, food and snacks, household
goods and drinks; and (2) G-prizes, which are decorative cards or coin-shaped pendants that
can be subsequently sold by customers to independent G-prize buyers for cash.

Pachinko Halls

Our halls can be categorised into suburban halls and urban halls. We had 46 suburban halls
and 9 urban halls, as at the Latest Practicable Date. Suburban halls are our primary business
focus, representing over 90% of our revenue for our pachinko and pachislot business throughout
the Track Record Period. They are typically located in suburban areas and require car access.
These halls generally have around 400 to 700 machines. Gross pay-ins from peak operation
hours (which are typically from 12:00 noon to 5:00 p.m.) on average accounted for approximately
45% of the daily gross pay-ins of our suburban halls during the Track Record Period. Urban halls
are typically located in urban areas (such as Tokyo (3R 5 #8)) and within walking distance of a train
station. These halls are generally smaller with around 200 to 300 machines. Gross pay-ins from
peak operation hours (which are typically from 5:00 p.m. to 10:00 p.m.) on average accounted
for approximately 41% of the daily gross pay-ins of our urban halls during the Track Record
Period.

Customers and Suppliers

As a pachinko hall operator, players at our halls are our main customers. Customers of our
suburban halls are generally the self-employed (such as farmers and fisherman), factory workers
and retirees, while those of our urban halls are generally full-time employees. Our pachinko and
pachislot hall operations also receive income from vending machine operators that maintain
various vending machines at our halls. Also, we operate a hotel and a restaurant franchise. See
“Business — Other Businesses” on page 263.
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Our major suppliers consist of: (1) machine suppliers; (2) G-prize wholesalers; and (3)
general prize suppliers. See “Business — Suppliers” on page 238.

Pachinko Industry

The pachinko industry has a dominant presence in the gaming sector in Japan (which, as
defined by our industry consultant, EBI, consists of pachinko, bicycle-racing, auto-racing,
horse-racing and lottery), having comprised 78.0% or ¥18.8 trillion (in terms of gross pay-ins) of
the gaming sector in Japan in 2013. However, the pachinko industry has been shrinking, mainly
due to competition from other entertainment industries, such as video games, the internet and
other mobile entertainment services. From 2009 to 2013, the industry’s gross pay-ins decreased
at a compound rate of 2.8%, while from 2014 to 2018, it is expected to decrease at a compound
rate of 1.8%, with gross pay-ins dropping to ¥16.1 trillion in 2018. Nevertheless, the industry still
remains relatively favourable to large hall operators (such as ourselves) due to industry
consolidation. According to EBI, small hall operators have been dropping out of the industry and
are expected to continue to do so, while large hall operators have been benefiting by absorbing
the freed up market share. The opportunities for us are compounded by the high industry
fragmentation and the fact that there are very few hall operators, whose size of operation is as
big as ours. As at 31 December 2013, there were over 3,800 operators, of which 95.8% were
small hall operators with less than 10 halls and we were one of only eight hall operators with over
50 halls. In addition, there have been discussions about the introduction of a pachinko tax, which
may further hinder the overall financial performance of the pachinko industry, although no
legislative process has taken place yet. See “Industry Overview” on page 123.

Regulatory Framework of the Pachinko Industry

The pachinko industry is highly regulated under Japan laws and regulations. In particular, we
must not be involved in the exchange of prizes for cash or securities. Therefore, we operate our
pachinko and pachislot business (regarding the sale and purchase of G-prizes exchanged by a
customer at our halls) in accordance with an established industry practice known as the “Three
Party System”. The parties under the Three Party System consist of: (1) pachinko hall
operators (such as ourselves), who operate halls where customers can obtain G-prizes; (2)
G-prize buyers, who are typically companies or sole proprietorships and purchase G-prizes
from customers for cash and also sell G-prizes to G-prize wholesalers; and (3) G-prize
wholesalers, who are typically companies and purchase G-prizes from G-prize buyers and also
sell G-prizes to pachinko hall operators (such as ourselves). Our five largest G-prize wholesalers
(out of our total of 12 G-prize wholesalers) have, on average, been established in Japan for over
40 years (whose primary business includes the supply of G-prizes to pachinko hall operators, and
for some, further includes the supply of beverages, food and household goods to various
companies) and accounted for around 90% of our total purchases of G-prizes during the Track
Record Period. Our single largest G-prize wholesaler accounted for 72.8%, 72.1%, 70.4% and
70.2% of our total purchases of G-prizes for the years ended 31 March 2012, 2013 and 2014 and
the six months ended 30 September 2014, respectively. Under the Three Party System, pachinko
hall operators must be independent of each of the: (1) G-prize wholesalers engaged by them; and
(2) G-prize buyers engaged by such G-prize wholesalers. We are also regulated under Japan laws
and regulations with respect to various other matters, including our halls and game machines
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(such as payout ratios, value of pachinko balls or pachislot tokens that may be put into play per
minute, total number of balls or tokens that may be won and maintenance and adjustments of our
game machines), operating licences and general corporate matters, such as corporate
governance, taxation and labour. See “Applicable Laws and Regulations” on page 139.

Our Internal Control and Anti-Money Laundering Procedures, Systems and Controls

We have implemented internal controls and procedures to: (1) ensure that our pachinko and
pachislot hall operations are in full compliance with applicable laws and regulations; and (2)
detect and remediate irregularities and unusual activities or trends in our halls. We believe that
money laundering risks associated with our pachinko and pachislot hall operations are inherently
low due to stringent laws and regulations and machine limitations. Though there are currently no
obligations imposed on us under Japan anti-money laundering laws, we have voluntarily
established anti-money laundering policies and procedures. See “Internal Controls and
Anti-Money Laundering” on page 267 and “Appendix IV — Summary of the Review of Anti-Money
Laundering Procedures, Systems and Controls” on page V-1 for our AML Consultant’s report.

The Great East Japan Earthquake

In March 2011, the Great East Japan Earthquake struck Japan and caused (among others)
the nuclear power plant incident in Fukushima Prefecture (#&&U%). As a result, we recorded
earthquake losses (namely, property damage) of ¥653 million for the year ended 31 March 2011
and had to temporarily suspend the operation of a majority of our halls. We also had to
permanently close one hall (as it was our only hall located within the exclusion zone implemented
by the Japanese government), for which we obtained compensation from the operator of the
affected nuclear plants of ¥590 million. Our Directors are considering the most appropriate
method to obtain further compensation for loss of profits. Further, our Directors have confirmed
that we have not experienced any casualties or injuries as a result of the Great East Japan
Earthquake.

After the Great East Japan Earthquake, there has actually been an overall increase in the
working population of Fukushima Prefecture (f&/&!%), which has subsequently improved our
player traffic, and revenue has also increased at a CAGR of 6.0% over the three years ended 31
March 2014. In fact, the portion of our total revenue from pachinko and pachislot business taken
up by our halls located in Fukushima Prefecture (&%) increased gradually over the Track
Record Period, having represented 40.1%, 40.7%, 40.5% and 42.7% of our total revenue from
the pachinko and pachislot business of all our halls for the years ended 31 March 2012, 2013 and
2014 and the six months ended 30 September 2014, respectively. Further, operating profit
attributable to our halls located in Fukushima Prefecture (f& &%) also increased over the Track
Record Period, having represented 51.1%, 54.6%, 55.9% and 59.7% of our total operating profit
for the years ended 31 March 2012, 2013 and 2014 and the six months ended 30 September
2014, respectively. Ultimately, as a result of the Great East Japan Earthquake, our revenue was
not negatively impacted (and actually improved compared to the financial year preceding the
earthquake), while our operating profit was negatively impacted only for the year ended 31 March
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2011 (being the year of the earthquake), after which it had already rebounded to levels exceeding
that of the financial year preceding the earthquake. See “Business — Pachinko and Pachislot Hall
Operations — Fukushima Prefecture (f&!%%) and the Great East Japan Earthquake” on page
209.

OUR STRENGTHS
We believe that we have the following key strengths:

° Strong market position (especially in Fukushima Prefecture (& &%), largely due to
economies of scale and brand recognition gained from our strategic geographical
focus in Northeast Honshu (AJN &% 1t) and our centralised management strategy

o Efficient management structure supported by sophisticated information technology
systems that enable us to anticipate and respond quickly to changes and trends in
customer preferences

° Effective internal controls and procedures to ensure our compliance with applicable
laws and regulations and to detect and prevent fraud, cheating and money laundering
activities

° Experienced and well-qualified management team with a strong track record in
operating pachinko halls

OUR STRATEGIES
We aim to strengthen our market position by pursuing the following strategies:

° Continue to leverage our strengths and expand our suburban halls network in
Northeast Honshu (&AM & & Jt) (by opening seven new suburban halls over the next
three years) and to extend our leading market position

° Improve the performance of our urban halls
° Launch an online general prize redemption system
° Achieve greater cost savings through our centralised management strategy

° Continue to invest in our information technology system
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SHAREHOLDERS’ PROTECTION

We are subject to the Japan Companies Act and other applicable Japan laws and
regulations. The Hong Kong legal and regulatory regime differs in certain material aspects from
that in Japan. Some key differences include:

(1)

Bearer Shares - Under Japan law, our Shares are “bearer shares” in nature. A bearer,
or a physical holder, of a share certificate issued by us is generally recognised as the
owner of the Shares represented by it. Ownership of our Shares can be transferred
simply by the delivery of our share certificates, regardless of whether the transferor and
the transferee has signed any document evidencing such transfer. This creates inherent
risks for our Shareholders and potential investors who choose to hold our Shares by
physical possession of our share certificates. To avoid these risks, which are very
significant in our Directors’ opinion, you (as potential investors) are strongly
recommended to hold your investments in our Company through CCASS.

CCASS - Due to certain Japan legal and regulatory provisions, CCASS Beneficial
Owners are subject to certain disadvantages as set out in detail in “Key Japan
Legal and Regulatory Matters — A. Bearer Shares — Recommended measures for our
Shareholders and potential investors” on page 65. For example, CCASS Beneficial
Owners do not have the option to elect the currency of their dividend payments, and
they may not inspect our Share Register unless allowed to do so under the Personal
Information Protection Act. Despite these disadvantages, given the risks associated
with our “bearer” Shares (which are very significant in our Directors’ opinion), it is our
Board’s strong recommendation that you (as potential investors) should hold your
investments in our Company through CCASS.

Taxation - We are required under Japan law to withhold up to 20.420% of taxes on
dividend payments. Withholding tax rates may vary according to the circumstances of
an investor, and Hong Kong Shareholders (except for CCASS Beneficial Owners) are
entitled to a lower tax rate under the Hong Kong-Jdapan Tax Treaty. If you choose to
invest through CCASS, you will be subject to a higher withholding tax rate.

Waivers - Due to certain Japan law provisions, we are unable to strictly comply with
certain requirements under the Listing Rules, such as: (i) requiring our Controlling
Shareholders or other Shareholders having an interest in a transaction to abstain from
voting in a general meeting; and (i) issuing a supplemental circular for persons
nominated as Directors. We have applied for, and the Stock Exchange has granted us,
waivers from strict compliance with these Listing Rules requirements.

Certain Japan legal and regulatory provisions may significantly affect your rights and
obligations as a Shareholder. See “Key Japan Legal and Regulatory Matters” on page 63,
“Waivers” on page 106, “Risk Factors — Risks Relating to Key Japan Legal and Regulatory
Matters” on page 36 and “Appendix V. — Summary of our Articles of Incorporation and Japan
Corporation Law” on page V-1.
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RISK FACTORS

Our business is subject to a number of risks, including risks relating to our business, the
pachinko industry, Japan and the Global Offering. You should read the entire “Risk Factors”
section starting on page 35 carefully. These risks include:

° Our business depends significantly on the services provided by our G-prize
wholesalers and their G-prize buyers

° We may be adversely affected by any breach of the independence requirements under
the Three Party System

° We experienced decreased gross pay-ins for the six months ended 30 September
2014 compared to the corresponding period of the previous year, and we cannot
guarantee that our results will improve

° Our financial results for the year ending 31 March 2015 are expected to be affected by
certain one-off expenses

° Our business may be adversely affected by natural disasters, such as earthquakes like
the Great East Japan Earthquake, or disease outbreaks

o We face the risk of fraud or cheating

° We rely heavily on our information technology systems, which could be subject to
unexpected interruption or security breaches

° Our business may be affected by downturns in the economy (such as the recent
recession of the Japanese economy), economic uncertainty and other factors affecting
discretionary consumer spending

° Our pachinko halls may not perform as expected and our strategy of expanding our
suburban hall network may not be successful

° If we fail to maintain an effective system of internal controls, we may be unable to
accurately report our financial results or detect and prevent fraud

° We face intense competition in Japan from other pachinko hall operators (due to high
industry fragmentation) and also other entertainment businesses

° There are legal uncertainties with respect to the operation of our business under the
Three Party System

° Appraised values of our selected properties in Japan may be different from their actual
realisable values and are subject to variation
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KEY OPERATING AND FINANCIAL METRICS

The table below shows the key financial metrics of our business during the Track Record
Period:

Six months ended
Year ended 31 March 30 September

2012 2013 2014 2013 2014

(¥, in millions, unless otherwise specified)

Revenue from pachinko and
pachislot business

Gross pay-ins'™ ... 224,968 242,217 236,449 120,674 90,989
Less: gross payouts® . ... ... ... (195,340) (210,298) (203,455) (104,682) (75,798)
29,628 31,919 32,994 15,992 15,191

Vending machine income . . . .. ... .. 724 748 704 362 301

Revenue from pachinko and

pachislot hall operations . . . . . .. 30,352 32,667 33,698 16,354 15,492
Hotel operations. . . .. ........ ... — 84 149 75 80
Total revenue . ... ... ......... 30,352 32,751 33,847 16,429 15,572
Revenue margin (%)® . ... .. ... .. 13.2 13.2 14.0 13.3 16.7
G-prize mark-up (%)®. . ... ... ... Nil Nil Nil Nil 4-20
Machine utilisation (%)©

Overall for pachinko. . . ... ... ... 37.3 34.9 32.2 34.5 27.5

Overall for pachislot. . . . ... ... .. 31.0 29.3 28.4 29.2 22.8
Average number of machines per hall

Suburban

High playing cost . . ... ... ... 359 361 373 353 358
Low playing cost . .......... 160 168 161 181 181
Total . ... ....... ... ..... 519 529 534 534 539
Urban
High playing cost . .. ........ 176 170 165 165 165
Low playing cost . .......... 84 94 99 99 99
Total . ... ............... 260 264 264 264 264
(1) Represents the amount received from customers for rented pachinko balls and pachislot tokens.

2) Represents the aggregate cost of G-prizes and general prizes exchanged by customers.

(3) Represents gross pay-ins less gross payouts, divided by gross pay-ins. It is an indicator of the portion of our gross
pay-ins that we receive as revenue, namely through customers playing our machines and our mark-ups on prize
redemption.

(4) Represents the difference between the value of the number of balls or tokens required to collect a G-prize and the
cost of the G-prize.
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(5) Represents the average number of balls or tokens played per day, divided by the maximum number of balls or
tokens allowed to be played under the machine settings per day. The maximum number of balls or tokens allowed
to be played under the machine settings per day is defined as the maximum number of balls or tokens allowed to
be played under the machine settings per hour (i.e. 6,000 balls or 2,634 tokens) multiplied by the number of
operating hours per day (i.e. 13.5 hours).

For the three years ended 31 March 2014, our key operating and financial metrics were
generally stable.

For the six months ended 30 September 2014, consumption tax in Japan was increased
from 5% to 8% with effect from 1 April 2014. Significantly, this would have reduced our revenue
margin by 3% and also our revenue as we had to bear such tax increase on our gross pay-ins.
To counter this, we imposed G-prize mark-ups for all of our halls ranging from 4% to 20% (with
an average of around 10%) effective from the same date, (which in our Directors’ view based on
market observations, for our halls in Fukushima Prefecture (f& 5 %), were generally similar to that
imposed by our major competitors). Ultimately, our revenue margin increased and our revenue
merely dropped by 5.2% against a 24.6% decrease in our gross pay-ins (compared to the
corresponding period of the previous year). Such drop in gross pay-ins was mainly caused by a
reduction in household disposable income (due to the tax increase) as well as player sensitivity
to G-prize mark-ups. In December 2014, we cancelled the G-prize mark-ups for 17 of our halls
(all located in the Kantd Region (BA® #i°/)) as some competing halls nearby did not adopt such
mark-ups. The gross pay-ins and revenue attributable to these 17 halls accounted for around
35% of our total gross pay-ins and our revenue from pachinko and pachislot business, during the
Track Record Period, respectively. We expect such cancellation will improve the player traffic (and
consequently gross pay-ins) of such halls by attracting players who are relatively sensitive to
G-prize mark-ups. Going forward, we will continue to monitor and adjust our G-prize mark-ups
(with an objective of maximising our revenue), taking into account all relevant factors, such as
player sensitivity to mark-ups and competitors’ behaviour. See “Financial Information — Results
of Operations of Our Group — Description of Components of Results of Operations — Gross
payouts” on page 299.
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KEY HISTORICAL FINANCIAL INFORMATION

Key Consolidated Statements of Comprehensive Income

Six months ended
Year ended 31 March 30 September

2012 2013 2014 2013 2014

(¥, in millions)
(unaudited)

Revenue from pachinko and
pachislot business

Gross pay-ins. . . ... 224,968 242,217 236,449 120,674 90,989
Less: gross payouts. . . ... ... ... (195,340) (210,298) (203,455) (104,682) (75,798)
29,628 31,919 32,994 15,992 15,191
Vending machine income . . . .. ... .. 724 748 704 362 301
Revenue from pachinko and
pachislot hall operations . . . . . .. 30,352 32,667 33,698 16,354 15,492
Hotel operations. . . . .. ... ... .... — 84 149 75 80
Total revenue . ... .. ... ....... 30,352 32,751 33,847 16,429 15,572
Hall operating expenses (Note) . . .. .. (20,609) (21,909) (22,798) (11,494) (11,644)
Administrative and other operating
EXPENSES . . . (3,319) (4,126) (4,636) (2,013) (2,808)
Operating profit. . . . .. ... ... ... 7,035 7,142 6,694 3,023 1,896

Profit for the year/period
attributable to shareholders
of the Company . . ... ... ... .. 3,329 3,765 3,698 1,623 937

Note: The majority of our hall operating expenses are pachinko and pachislot machine purchases and also staff costs
(including salary, bonus and other provisions), accounting for over 56% of the total hall operating expenses during
the Track Record Period. We recognise pachinko and pachislot machines as inventory upon acquisition and
expense them in our consolidated statements of comprehensive income upon installation. See “Financial
Information — Results of Operations of Our Group — Description of components of Results of Operations — Hall
operating expenses” on page 306.

Our profit attributable to shareholders of the Company increased by ¥369 million, or a CAGR
of 5.4%, from ¥3,329 million for the year ended 31 March 2012 to ¥3,698 million for the year
ended 31 March 2014. This was mainly due to the expansion of our pachinko hall network from
50 halls as at 31 March 2012 to 53 halls as at 31 March 2014. Our profit attributable to
shareholders of the Company decreased by ¥686 million, or 42.3%, from ¥1,623 million for the
six months ended 30 September 2013 to ¥937 million for the six months ended 30 September
2014. This was largely due to two one-off expenses, namely: (1) listing expenses of ¥226 million;
and (2) a retirement payment of ¥600 million made to Mr. Tatsuo TANIGUCHI (% O #E 1) as special
benefit for his retirement as a Director of our Company in June 2014 and a director of Niraku
Corporation in September 2014. The rules of our Remuneration Committee provide that our
Group shall not make any retirement payments to our Directors after Listing. Without taking into
account such one-off expenses, our profit attributable to shareholders of the Company for the six
months ended 30 September 2014 would have been stable (compared to the corresponding
period of the previous year).

10
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Key Consolidated Statements of Financial Position

Non-current assets

Current assets

Non-current liabilities

Current liabilities

Net current (liabilities) assets

Total equity

Key Consolidated Statements

As at 30
As at 31 March September
2012 2013 2014 2014
(¥, in millions)

...... 30,335 32,334 34,936 35,496
...... 14,848 9,860 11,969 13,590
...... 10,523 13,605 16,154 15,582
...... 16,012 10,737 8,951 12,625
...... (1,164) (877) 3,018 965
...... 18,648 17,852 21,800

of Cash Flows

20,879

Six months ended

Year ended 31 March 30 September

2012 2013 2014 2013 2014
(¥, in millions)
(unaudited)

Net cash generated from operating

activities . . . . ... o o o 11,464 7,684 6,280 1,924 3,164
Net cash used in investing activities . . . (695) (2,902) (1,390) (962) (734)
Net cash (used in)/generated from

financing activities. . . . .. .. ... .. (3,815) (10,458) (3,390) 80 (837)
Net increase/(decrease) in cash and

cash equivalents. . . . . ... ... .. 6,954 (5,676) 1,500 1,042 1,593
Cash and cash equivalents at the

beginning of the year/period . . . . 5,631 12,585 6,909 6,909 8,409
Cash and cash equivalents at the

end of the year/period,

represented by bank balances and

cash . . ........ ... .. .. .. .. 12,585 6,909 8,409 7,951 10,002

Net cash generated from operating activities declined during the Track Record Period,
mainly because cashflow derived from changes in working capital usage decreased in the latter
years. Net cash used in investing activities increased substantially during the year ended 31
March 2013 due to our acquisition of Jin Corporation for ¥820 million and our purchases of
financial assets of ¥633 million. Net cash (used in)/generated from financing activities increased
significantly in the year ended 31 March 2013, mainly due to the ¥4,563 million in cash being
distributed to our then shareholders through the repurchase of Niraku Corporation’s shares by
itself and our purchase of shares in Niraku Corporation. See “Financial Information — Liquidity
and Capital Resources — Cash flows” on page 325.

11
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Key Financial Ratios

As at 31 March As at 30 September
2012 2013 2014 2014
Currentratio . . . ......... 0.93 0.92 1.34 1.08
Quick ratio . . . ... ... .. 0.90 0.91 1.33 1.07
Gearing ratio (%) . . ... .. .. 101.4 98.7 91.7 100.4
Debt to equity ratio (%) . . . .. 33.9 60.0 53.2 52.5
Return on total assets (%) . . . 7.4 8.9 7.9 3.8*
Return on equity (%) . . .. ... 17.9 211 17.0 9.0"
Interest coverage . . .. ... .. 9.7 10.9 9.8 7.0
* Profit attributable to shareholders used for the calculation of the return on total assets and return on equity has

been annualised based on the actual results for the six months ended 30 September 2014 so as to be comparable
with annual data.

See “Financial Information — Selected Key Financial Ratios” on page 359 for detailed
calculations and fluctuation analyses.

LISTING EXPENSES

The estimated total listing expenses (assuming an Offer Price of HK$1.19 per Offer Share,
being the mid-point of our indicative Offer Price range and that the Over-allotment Option is not
exercised) in relation to the Global Offering are approximately ¥1,149 million (approximately
HK$76 million), of which approximately: (1) ¥340 million (approximately HK$22 million) is directly
attributable to the issue of new Shares in the Global Offering and to be accounted for as a
deduction from equity; and (2) ¥809 million (approximately HK$54 million) is to be charged as
administrative expenses to our profit and loss accounts for the year ending 31 March 2015. Out
of this amount, approximately ¥226 million (approximately HK$15 million) had been charged to
our profit and loss account for the six months ended 30 September 2014, and a further amount
of approximately ¥583 million (approximately HK$39 million) is expected to be charged to our
profit and loss account as administrative and other operating expenses for the six months ending
31 March 2015.

PROPERTY VALUATION

DTZ Debenham Tie Leung Limited, our independent Property Valuer, has valued selected
properties in Japan (in which our Group has interests) as at 31 January 2015 and is of the opinion
that the value was (in aggregate) ¥1,452.2 million, with the entire value attributable to us. The key
assumptions adopted by our Property Valuer in valuing such properties include (among others):
(1) transferable land use rights of the properties for their respective terms at nominal annual land
use fees have been granted and that any premium payable has already been fully paid; (2)
information and advice given by our Group regarding the title to each of the properties and the
interests of our Group in the properties; and (3) our Group has an enforceable title to each of the
properties and has free and uninterrupted rights to use, occupy or assign the properties for the

12
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whole of the respective unexpired land use term as granted. For its valuation, our Property Valuer
used the investment approach. You (as a potential investor) are advised that the appraised value
of these selected properties should not be taken as their actual realisable value or a forecast of
their actual realisable value. See “Appendix lll — Valuation Report on Selected Property Interests”
on page IlI-1.

RECENT DEVELOPMENTS

The material developments on our operations and financial position since 30 September
2014 (being the end of the Track Record Period) are: (1) we opened two new suburban halls,
namely one in Saitama Prefecture (3 EI) (with 480 pachinko and 336 pachislot machines) in
November 2014 and one in Gunma Prefecture (#5%) (with 350 pachinko and 176 pachislot
machines) in December 2014 (the “Recently Opened Halls”), bringing our total number of
operating halls to 55 as at the Latest Practicable Date; (2) for the three months ended 31
December 2014, the utilisation rate of our pachinko and pachislot machines (excluding the
machines at the Recently Opened Halls) dropped to approximately 25.7% and 21.5% (compared
to 27.5% and 22.8% for the six months ended 30 September 2014), respectively. However, after
we cancelled the G-prize mark-ups for 17 of our halls in December 2014, the utilisation rate of
our pachinko and pachislot machines (excluding the machines at the Recently Opened Halls)
improved to approximately 26.2% and 22.8% in January 2015 due to increased player traffic at
such halls, respectively. Further, our revenue margin for the four months ended 31 January 2015
increased to approximately 20.7% (compared to 16.7% for the six months ended 30 September
2014) due to a decrease in our payout ratio. The above is based on information derived from our
operation for the ten months ended 31 January 2015; and (3) in October 2014, we opened our
first and flagship “LIZARRAN” restaurant (with a seating capacity of 82) in Tokyo (B EHL#R).

We intend to close down three of our urban halls in Tokyo (3EE#E) by the end of 2015. To
close two of these halls (which are loss-making), we expect to incur costs of ¥327 million (subject
to negotiation), consisting of rent for the remaining term of the lease and restoration fees.
Nevertheless, we expect the Group’s financial performance to improve in the long run as these
two halls show insufficient potential in generating positive financial results in the future. For the
third hall, it is profit-making and being closed purely due to city planning by the government of
Tokyo (B ILHE) and we do not expect such closure to cause any negative financial impact as we
expect to receive full compensation (including loss of income) from such government. See
“Business — Strategies — Improve the performance of our urban halls” on page 202 and
“Business — New Hall Development” on page 235.

Further, in 2014, the Diet was examining a bill legalising the operations of casinos in Japan
in 2014. However, as advised by our Japan Legal Adviser, this bill has since been discarded and
there is no longer any formal legislative procedure to consider the legalisation of casino
operations in Japan. In any case, if casino operations are eventually legalised, this means we may
also face competition from casinos and other gaming venues.

13
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Also, we currently expect that our financial results for the year ending 31 March 2015 will
be negatively impacted by two one-off expenses, namely the estimated listing expenses
(including those already incurred for the six months ended 30 September 2014) and the
retirement payment as described above on pages 10 and 12.

Save as disclosed above, our Directors confirm that there has been no material adverse
change in our financial or trading position, indebtedness, mortgage, contingent liabilities,
guarantees or prospects of our Group since 30 September 2014 (the date of the latest audited
consolidated financial information of our Group) and up to the date of this Prospectus. Also, as
far as our Directors are aware, there has also been no material change in the general economic
or market conditions in Japan that would have a material and adverse impact on our business
operation or financial condition since 30 September 2014 to the date of this Prospectus.

USE OF PROCEEDS

Assuming an Offer Price of HK$1.19, we estimate that we will receive net proceeds of
approximately HK$281 million (equivalent to approximately ¥4,259 million) from the Global
Offering (after deducting underwriting fees and other estimated expenses payable by us in
relation to the Global Offering and assuming the Over-allotment Option is not exercised). See
“Future Plans and Use of Proceeds” on page 405. Our intended uses are set out below:

% of Total Net

Net Proceeds Proceeds Intended Use
(HK$ million) (¥ million) (%)
253 3,833 90 Open five new suburban halls in Northeast Honshu
(A B % L) over the next two years
22 341 8 Invest in our information technology system
6 85 2 Working capital and other general corporate purposes of
our Group

OFFER STATISTICS

The statistics in the table below are calculated based on the following assumptions: (1) the
Over-allotment Option will not be exercised; and (2) there are 1,195,850,460 Shares in issue
immediately after completion of the Global Offering.

Based on an Offer Price of Based on an Offer Price of

HK$1.10 HK$1.28
¥ HK$ ¥ HK$
Market capitalisation of the Shares . . . ... ... ... 19,929 million 1,315 million 23,190 million 1,531 million
Unaudited pro forma adjusted net tangible assets per
Share™ . .. 20.7 1.37 21.4 1.41

(1) The unaudited pro forma adjusted net tangible assets value per Share has been arrived at after the adjustments
referred to in “Appendix Il — Unaudited Pro Forma Financial Information” on page Il-1.

14
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SHAREHOLDER INFORMATION

Immediately upon completion of the Global Offering (assuming the Over-allotment Option is
not exercised), the Taniguchi Consortium will together control an aggregate of approximately
69.5% of our total number of issued Shares and are our Controlling Shareholders. Each member
of the Taniguchi Consortium is an associate of (under the Listing Rules), and a person acting in
concert with (under the Takeovers Code), each other. Our other Shareholders will be an Executive
Officer, a former member of our senior management, the ESOA as well as participants of the
Global Offering. See “History and Corporate Development — Shareholding Structure” on page
173. We operate independently of our Controlling Shareholders. See “Relationship with our
Controlling Shareholders — Independence from our Controlling Shareholders” on page 371.

DIVIDEND POLICY

During the Track Record Period we declared and paid dividends in the amount of ¥110
million, ¥110 million, ¥183 million and ¥183 million for the years ended 31 March 2012, 2013 and
2014 and for the six months ended 30 September 2014, respectively. Our distribution of
dividends will be subject to the availability of Distributable Amount and compliance with
applicable laws and regulations in Japan and Hong Kong. We may declare and pay dividends by
way of cash or by other means that we consider appropriate in the future. Distribution of
dividends will be generally formulated by our Board at their discretion. A decision to declare or
to pay any dividends in the future, and the amount of any dividends, will depend on, among other
things, our results of operations, cash flows and financial condition, operating and capital
expenditure requirements, the size of our Distributable Amount (calculated according to the
relevant provisions under the Japan Companies Act), our Articles, the Japan Companies Act and
any other applicable Japan law and regulations (as discussed below) and other factors that our
Directors may consider relevant. We currently intend to recommend dividends totalling
approximately 30% of our consolidated net profit after tax attributable to our shareholders
(calculated in accordance with IFRS) from the year ending 31 March 2016 onwards, to be
distributed on an interim and year-end basis. The amount of dividends actually distributed to our
Shareholders will depend upon our earnings and financial condition, operating requirements,
capital requirements, availability of Distributable Amount and any other conditions that our
Directors may deem relevant. There is no assurance that dividends of any amount will be declared
or distributed in any year. You should note that historical dividend distributions are not indicative
of our future dividend policy. See “Financial Information — Dividend Policy” on page 366 for
details on our dividend policy.

Going forward, Shareholders that are entitled to receive cash dividends (if any) from our
Company will have the option of receiving their entitlements in either Japanese Yen or Hong Kong
Dollars, except for CCASS Beneficial Owners, who will receive dividend payments in Hong Kong
Dollars. Shareholders who are either residents in Hong Kong or corporations incorporated in
Hong Kong without any permanent establishment in Japan are entitled to a reduced withholding
tax rate under the Hong Kong-Japan Tax Treaty. See “Key Japan Legal and Regulatory Matters
— E. Taxation — 1. Withholding Tax on Dividend Payment” on page 89 for details on our
obligation under Japan law to withhold tax prior to payment of dividends and also for the
application procedures for such reduced withholding tax rate.
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DEFINITIONS

In this Prospectus, the following terms have the following meanings set out below unless

the context otherwise requires.

“AGM(S)”

“AM Lu

“AML Consultant”

“Amusement Business Law’

“Application Form(s)”

“Articles” or “Articles of
Incorporation”

“Audit Committee”

“associate(s)”
“Board” or “Board of Directors”

“business day”

“CAGR"

“CCASS”

“CCASS Beneficial Owner(s)”

N

the annual general meeting(s)* (EFFFEERS) of our
Company

anti-money laundering

PricewaterhouseCoopers  Limited, our
consultant regarding anti-money laundering

independent

the Act on Control and Improvement of Amusement
Business etc.* (JEA & %55 O I HI B OV O i IFAL 2% 1R
9 % A of Japan (Act No. 122 of 1948)

WHITE, YELLOW and GREEN applications form(s), or
where the context so requires, any of them

the articles of incorporation* (k) of our Company that
were adopted on 16 March 2015 and will take effect on the
Listing Date, a summary of which is included in “Appendix
V — Summary of our Articles of Incorporation and Japan
Corporation Law”

the audit committee* (Bi&EZREZR) of our Company
established on 25 June 2014 pursuant to the Japan
Companies Act, the written rules of which were amended
and adopted on 16 March 2015 in compliance with the
Listing Rules

has the meaning ascribed to it under the Listing Rules
our board of Directors

any day (other than a Saturday, Sunday or public holiday)
on which banks in Hong Kong are generally open for
normal banking business

compound annual growth rate

the Central Clearing and Settlement System established
and operated by HKSCC

beneficial owners of our Shares who hold pecuniary
interests and voting rights in our Company attached to the
Shares deposited into CCASS and held in the name of
HKSCC Nominees
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

”

“Chairman” or “Mr. Taniguchi

“Chief Executive Officer”

“Civil Code”
“close associate(s)”

“Companies Act” or “Japan
Companies Act”

“Companies Ordinance”
“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

“Company”

“connected person(s)”

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or
a corporation

a CCASS Clearing Participant or a CCASS Custodian
Participant or a CCASS Investor Participant

Mr. Hisanori TANIGUCHI (& E/Af#)* (also known as Mr.
JEONG Seonggi), a Controlling Shareholder, an Executive
Director, our Chief Executive Officer and our Chairman of
the Board

the chief executive officer” (fKFE#IT#) of our Company,
the functions of whom are set out in “Directors and Senior
Management — Senior Management — Executive
Officers”. OQur current Chief Executive Officer is our
Chairman

the Civil Code* (%) of Japan (Act No. 89 of 1896)
has the meaning ascribed to it under the Listing Rules

the Companies Act* (& £11%) of Japan (Act No. 86 of 2005)

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong)

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong)

NIRAKU GC HOLDINGS, INC.* (X2t =T 7P —al —n
R—IVF 4 > A) (formerly known as Niraku Global
Community Holdings Inc.* (R X&tt=F 7«7/ 0 —/)\)l=0
RaZ TRV T 4 > ) from 10 January 2013 to 20
October 2014), the holding company of our Group and the
proposed listing vehicle for the Listing, which is a stock
company* (BRI &4) incorporated in Japan with limited
liability on 10 January 2013 (registration number
3800-01-022352)

has the meaning ascribed to it under the Listing Rules
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“Controlling Shareholder(s)”

“core connected person(s)”

“Corporate Governance Code”

“Country Guide”

“Deed of Indemnity”

“Deed of Non-Competition’

“Director(s)”

“Distributable Amount”

uEBln

has the meaning ascribed to it under the Listing Rules and,
for the purpose of this Prospectus, refers to the members
of the Taniguchi Consortium

has the meaning ascribed to it under the Listing Rules

the Corporate Governance Code and Corporate
Governance Report as set out in Appendix 14 to the
Listing Rules

the Country Guide — Japan published by the Stock
Exchange on 20 December 2013 and updated in April
2014

the deed of indemnity dated 16 March 2015 executed by
our Controlling Shareholders (as indemnifiers) in favour of
our Company (for itself and as trustee for each of our
subsidiaries), particulars of which are set out in “Appendix
VI — Statutory and General Information — F. Other
Information — 10. Taxation of holders of our Shares”

the deed of non-competition dated 16 March 2015
executed by our Controlling Shareholders (as covenantors)
and our Company, particulars of which are set out in
“Relationship with our Controlling Shareholders — Deed of
Non-Competition”

director*(s) (HUf# %) of our Company, who are designated
as a Director* (Hik#i %) or an external Director* (£ 44 B 1%)
in accordance with the requirements under the Japan
Companies Act, or an Executive Director or an
Independent Non-executive Director in accordance with
the criteria under the Listing Rules

the retained earning* (B434) recorded in our financial
statements prepared in accordance with JGAAP, with
certain adjustments (including the deduction of the book
value of any treasury stock* (H 2 #2X) of our Company) as
explained further in “Appendix V. — Summary of our
Articles of Incorporation and Japan Corporation Law — 6.
Dividends and Distributions”

Entertainment Business Institute* (ki X&ttT> 451 >
A2 MEDRAREGWILHT), a private research and
consulting firm specialising in the gaming industry in
Japan, and an independent industry consultant
commissioned by us to prepare an industry report
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“electronic application
instruction(s)”

“Enforcement Ordinance”

“ESOA”

“Excluded Group”

“Executive Director(s)”

“Executive Officer(s)”

“GDP”

“Global Offering”

“GREEN Application Form(s)”

” o u

“Group”, “we” or “us”

“HK$”

“HKSCC”

Instruction(s) given by a CCASS Participant electronically
via CCASS to HKSCC, being one of the methods to apply
for the Hong Kong Offer Shares

the Ordinance for Enforcement of the Amusement
Business Law* (JEA = 255 O Bl K OV O F L5 12 B
I 2EEMITHEAD  of Japan (National Public Safety
Commission Regulation No. 1 on 11 January 1985)

Niraku Employee Stock Ownership Association* (= Z 7 {i¢
¥ B RHRS), a partnership* (fl7) established under Civil
Code on 16 January 2001 in Japan. The ESOA grants
entitlement rights attached to our Shares to the current
employees of our Group. ESOA is a Shareholder of our
Company

NI and NUSA, which are engaged in business activities that
are unrelated to and clearly delineated from our core
business of pachinko and pachislot hall operations and
were excluded from our Group as a result of our
Reorganisation

the executive Director(s) of our Company

the executive officer(s)* (#ifT#) of our Company, the
functions of whom are set out in “Directors and Senior
Management — Senior Management — Executive Officers”

gross domestic product

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the White Form
elPO Service Provider, Computershare Hong Kong
Investor Services Limited

our Company and its subsidiaries or, where the context so
requires, in respect of the period before our Company
became the holding company of our present subsidiaries,
such subsidiaries as if they were subsidiaries of our
Company at the relevant time

Hong Kong dollars and cents, the lawful currency of Hong
Kong

Hong Kong Securities Clearing Company Limited
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DEFINITIONS

“HKSCC Nominees”

“Hong Kong”

“Hong Kong-Japan Tax Treaty”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

i

“Hong Kong Share Registrar’

“Hong Kong Underwriter”

“Hong Kong Underwriting
Agreement”

“IFRS”

“Independent Non-executive
Director(s)”

“independent third party(ies)”

“International Offer Shares”

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

the Agreement between the Government of the Hong Kong
Special Administrative Region of the People’s Republic of
China and the Government of Japan for the Avoidance of
Double Taxation and the Prevention of Fiscal Evasion with
respect to Taxes on Income dated 9 November 2010

the 30,000,000 Shares initially being offered by our
Company for subscription at the Offer Price under the
Hong Kong Public Offering (subject to adjustment as
described in “Structure of the Global Offering”)

the offer by our Company of the Hong Kong Offer Shares
for subscription by the public in Hong Kong at the Offer
Price (subject to the terms and conditions described in this
Prospectus and the Application Forms)

Computershare Hong Kong Investor Services Limited

the underwriter of the Hong Kong Public Offering named in
“Underwriting — Hong Kong Underwriter”

the conditional Hong Kong Underwriting Agreement dated
23 March 2015 relating to the Hong Kong Public Offering
entered into by our Company, our Controlling
Shareholders, our Executive Director, the Sole Global
Coordinator and the Hong Kong Underwriter, as described
in “Underwriting”

International Financial Reporting Standards which include
standards and interpretations promulgated by the
International Accounting Standards Board (IASB)

the independent non-executive Director(s) of our Company

entity(ies) or person(s) that are not a core connected
person of our Company or any of their respective close
associate(s)

the 270,000,000 Shares initially being offered by our
Company for subscription at the Offer Price under the
International Offering (subject to adjustment as described
in “Structure of the Global Offering”), and where relevant,
together with any Shares issued pursuant to any exercise
of the Over-allotment Option
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DEFINITIONS

“International Offering”

“International Underwriter”

“International Underwriting
Agreement”

“Issuing Mandate”

“Japan Legal Adviser”
“Japanese Yen”, “¥” or “Yen”

“JCA Amendments”

“JGAAP”

“Joint Policy Statement”

“Las Vegas Property”

“Latest Practicable Date”

the conditional placing of the International Offer Shares at
the Offer Price outside the United States in offshore
transactions in reliance on Regulation S, subject to the
terms and conditions described in this Prospectus and the
International Underwriting Agreement

the underwriter of the International Offering named in
“Underwriting — International Underwriter”

the conditional underwriting agreement expected to be
entered into on or around the Price Determination Date by
our Company, our Controlling Shareholders, our Executive
Director, the Sole Global Coordinator and the International
Underwriter

the general unconditional mandate given to our Board by
our Shareholders relating to the issue, allotment and
dealings of our Shares, as further described in “Share
Capital”

Soga Law Office, our legal adviser as to Japan law
Japanese Yen, the lawful currency of Japan

Certain amendments made to the Japan Companies Act in
June 2014 which will take effect on 1 May 2015

Japanese Generally Accepted Accounting Principles

the Joint Policy Statement Regarding the Listing of
Overseas Companies jointly issued by the Stock Exchange
and the SFC on 27 September 2013

a piece land and the premise of hotel and casino located
in downtown Las Vegas, Nevada, the U.S. owned by a
company incorporated in the State of Delaware, the U.S.
NUSA acquired a 10% interest in the Las Vegas Property in
February 2015 as further described in “Relationship with
our Controlling Shareholders — Independence from our
Controlling Shareholders — 1. No competition and clear
delineation of business — Las Vegas Property”. We do not
have, and are not expected to have, any interest in the Las
Vegas Property

15 March 2015, being the latest practicable date prior to
the printing of this Prospectus for the purpose of
ascertaining certain information contained in this
Prospectus
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DEFINITIONS

“Leases Act”
“Listing”

“Listing Committee’

“Listing Date”

“Listing Rules”

“Merrist”

“MT Family Trust”

“National Police Agency”

the Act on Land and Building Leases* (f&Hif5i%) of
Japan (Act No. 90 of 1991)

the listing of the Shares on the Main Board of the Stock
Exchange

the listing sub-committee of the board of directors of the
Stock Exchange

the date, expected to be on or around 8 April 2015, on
which the Shares become listed on the Stock Exchange
and from which dealings in the Shares are permitted to
commence on the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange

Niraku Merrist Corporation* (MR XEZtE=F 7« A1) X 1), a
stock company* (#%k=X&+%h) incorporated in Japan with
limited liability on 24 February 2010 (registration number
3800-01-019392). Merrist is an indirectly wholly-owned
subsidiary of our Company

a family trust established pursuant to a trust agreement
dated 21 October 2014 for which SMBC Trust Bank Ltd.*
(R X & 4SMBCIEFEHE1T) acts as the assignee* (%Zit#H)
and the assignors and beneficiaries* (BrtHE HZ4EH) are
Mr. Tatsunari TANIGUCHI (& I JRKR)* (also known as Mr.
CHONG Jinsong), Mr. Takanari TANIGUCHI (& H#&5RR)*
(also known as Mr. JEONG Cheolseong) and Mr. Toshinari
TANIGUCHI (BHOFpk)* (also known as Mr. CHUNG
Jaeseong), each being a child of Mr. Masataka TANIGUCHI
(& O &), a Controlling Shareholder, and a nephew of our
Chairman. As at the date of this Prospectus, the MT Family
Trust is the registered Shareholder of approximately 15.0%
of our total number of issued Shares. Mr. Masataka
TANIGUCHI (&%) is entitled to exercise the voting
rights in respect of the Shares held by the MT Family Trust.
See “History and Corporate Development — Shareholding
Structure — Taniguchi Consortium — Family Trust
Arrangements”

the National Police Agency* (%%2JT) of Japan, an agency
administered by the National Public Safety Commission of
the Cabinet Office* (N KT) in the Cabinet of Japan* (N ),
and is the central coordinating agency of the Japanese
police system
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DEFINITIONS

“National Public Safety
Commission”

“National Tax Agency” or “NTA”

“Nexia”

“Niraku Corporation”

“Nl”

“Nomination Committee”

“Northeast Honshu

(AN By =R L)

“NUSA”

the National Public Safety Commission* (B ALZZEER)
of Japan, an administrative commission belonging to the
Cabinet Office* (NEKF) in the Cabinet of Japan* (PNRH)
that, among others, oversees the National Police Agency

National Tax Agency* (E#IJT) of Japan, the official tax
collecting agency of Japan

NEXIA Inc.* (#BRX&fhx27 7)), a stock company*
(k& #h) incorporated in Japan with limited liability on 19
June 2009 (registration number 0100-01-126618). Nexia is
an indirectly wholly-owned subsidiary of our Company

Niraku Corporation* ((kX&tt=5 7) (formerly known as
PRI A AL from 27 August 1969 to 9 August 1998),
a stock company* (Fkz&%k) incorporated in Japan with
limited liability on 27 August 1969 (registration number
3800-01-006170). Niraku Corporation is a directly
wholly-owned subsidiary of our Company

Niraku Investment Inc.* (ZF 271 >RA KA MERE
tt), a stock company* (#kxX£%k) incorporated in Japan
with limited liability on 17 September 2014 (registration
number 3800-01-024662). As at the date of this
Prospectus, NI is collectively directly owned as to
approximately 93.2% and controlled by members of the
Taniguchi Consortium. NI is not a member of our Group

the nomination committee* (f§%4 % H=) of our Company

established on 25 June 2014 pursuant to the Japan
Companies Act, the written rules of which were amended
and adopted on 16 March 2015 in compliance with the
Listing Rules

the north-eastern area of Honshu (&M &), Japan, which is
the largest and most populous island of Japan and in
which all of our halls are located

NIRAKU USA Inc., a close corporation incorporated in the
state of Nevada, the U.S. with limited liability on 29 July
2014 which is directly wholly-owned by NI. NUSA is not a
member of our Group
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DEFINITIONS

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“Over-allotment Shares”

“Patent Act”

“PDPO”

“Penal Code”

“Personal Information Protection
Act”

“PRC”

“Prefectural Public Safety
Commission”

the final price per Offer Share (exclusive of brokerage of
1%, SFC transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%) of not more than HK$1.28 per Offer
Share and is expected to be not less than HK$1.10, which
will be determined by agreement between the Sole Global
Coordinator (for itself and on behalf of the Underwriters)
and our Company on or around the Price Determination
Date

the Hong Kong Offer Shares and the International Offer
Shares including, where relevant, any additional Shares
issued pursuant to any exercise of the Over-allotment
Option

the option expected to be granted by our Company to the
Sole Global Coordinator under the International
Underwriting Agreement, exercisable by the Sole Global
Coordinator (on behalf of the International Underwriter),
pursuant to which our Company may be required to allot
and issue up to 45,000,000 additional Shares,
representing 15% of the Offer Shares initially available
under the Global Offering, at the Offer Price to cover any
over-allocations in the International Offering

up to 45,000,000 Shares which our Company may be
required to issue at the Offer Price pursuant to the
Over-allotment Option

the Patent Act* (FF#Fi%) of Japan (Act No. 121 of 1959)

the Personal Data (Privacy) Ordinance (Chapter 486 of the
Laws of Hong Kong)

the Penal Code* (Jili%) of Japan (Act No. 45 of 1907)

the Personal Information Protection Act* (il A\ 1% # @ 77
IZ B89 % 754 of Japan (Act No.57 of 2003)

the People’s Republic of China

the various Prefectural Public Safety Commissions*
#HEFIERNLZFZES) of Japan, an administrative
commission under the jurisdiction of each prefectural
governor and that, among others, oversees the prefectural
police agencies of Japan
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DEFINITIONS

“Price Determination
Agreement”

“Price Determination Date”

“Property Valuer”

“Regulation S”

“Remuneration Committee”

“Repurchase Mandate”

“Reorganisation”

“Reporting Accountant”

”

“Risk Management Committee

“SFC”

“SFO"

“Share(s)”

“Shareholder(s)”

the agreement to be entered into between our Company
and the Sole Global Coordinator (for itself and on behalf of
the Underwriters) on or around the Price Determination
Date to fix the Offer Price

the date on which the Offer Price will be determined under
the Price Determination Agreement, which is expected to
be on or about Friday, 27 March 2015 and in any event no
later than Wednesday, 1 April 2015

DTZ Debenham Tie Leung Limited, our independent
property valuer

Regulation S under the U.S. Securities Act

the remuneration committee* (% B %) of our Company

established on 25 June 2014 pursuant to the Japan
Companies Act, the written rules of which were amended
and adopted on 16 March 2015 in compliance with the
Listing Rules

the general unconditional mandate given to our Board by
our Shareholders relating to the repurchase of Shares, as
further described in “Share Capital”

the restructuring of our Group in preparation for the
Listing, details of which are set out in “History and
Corporate Development — Corporate Structure and
Development — Reorganisation”

PricewaterhouseCoopers, our auditor and reporting
accountant

the risk management committee of our Company
established on 19 December 2014 as a sub-committee
under our Audit Committee

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance of Hong Kong
(Chapter 571 of the Laws of Hong Kong)

common share(s)* (@) in the share capital of our
Company

holder(s) of Share(s) and, for the purpose of this
Prospectus, includes our CCASS Beneficial Owners
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DEFINITIONS

“Share Acquisition Right(s)” or
HSAR(S)J!

“Share Register”

“Sole Bookrunner”, “Sole Global
Coordinator”, “Sole Lead
Manager” or “Sole Sponsor”

“Stabilising Manager”

“Stamp Duty Ordinance”

“Standards for the Interpretation
and Operation of the
Amusement Business Law”

“Stock Borrowing Agreement”

“Stock Exchange”

“South Korea”
“subsidiary(ies)”
“substantial Shareholder(s)”

“Supreme Court (& &2 HIPT)”

share acquisition right(s)* (¥i#kT#I#E), which entitle the
holder(s) to acquire share(s) in a company by exercising
such rights against such company under the Japan
Companies Act

the share register* (#k 3 4 &) of our Company which, upon
Listing, will be maintained by our Hong Kong Share
Registrar in Hong Kong

Shenyin Wanguo Capital (H.K.) Limited

Shenyin Wanguo Capital (H.K.) Limited

the Stamp Duty Ordinance (Chapter 117 of the Laws of
Hong Kong)

guidelines titled “The Standard for Interpreting and
Practicing the Act on Control and Improvement of
Amusement Business etc. of Japan etc.” (/A& £ D H
il K OZER D@ EALE ITB 9 2 B O fEPGE I D
W) dated 17 October 2014 and published by the Chief of
the Community Safety Bureau of the National Police
Agency

the stock borrowing agreement expected to be entered
into between the Stabilising Manager and Mr. Taniguchi on
or around the Price Determination Date, pursuant to which
the Stabilising Manager may borrow up to 45,000,000
Shares to cover any over-allocations in the International
Offering

The Stock Exchange of Hong Kong Limited

The Republic of Korea

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

=)

the Supreme Court of Japan* (& & #HIFT), being the
highest court in Japan
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DEFINITIONS

“Taniguchi Consortium”

“Takeovers Code”

“Tax Adviser”

“The Bank of Japan”

“Tokyo (B E#R)”

“Track Record Period”

our Chairman and a group of (1) natural persons, namely
Mr. Tatsuo TANIGUCHI (A OREHME), Mr. Masataka
TANIGUCHI (&M & #), Mr. Yoshihiro TEI (#63£54)% (also
known as Mr. JEONG Jungwung), Mr. Mitsuhiro TEI
(M fefiEH), Mr. Motohiro TEI (#87TAH), Ms. Eijun TEI (3 %2 JIH),
Ms. Rika TEl (B8HEFF) and Ms. Noriko KANESHIRO (43
¥, each being a family member of our Chairman; and
(2) corporate entities, namely Jukki Limited* (BBR=%L+
i), Densho Limited* (BIRX4L{A7K), Echo Limited*
(ABE &%t 3—), Daiki Limited* (ABE&%tK®), Hokuyo
Kanko Limited* (A BR&+LALEEEIYE) and KAWASHIMA Co.,
Ltd.* (Bkz:i=%k KAWASHIMA), each being an entity
controlled by the family members of our Chairman. Each
member of the Taniguchi Consortium is an associate (as
defined under the Listing Rules) of, and a person acting in
concert (as defined under the Takeovers Code) with, our
Chairman and is a Controlling Shareholder. See “History
and Corporate Development — Shareholding Structure —
Taniguchi Consortium” for details of, and the relationship
among, the members of the Taniguchi Consortium

the Codes on Takeovers and Mergers and Share
Buy-backs

Zeirishi-Hojin PricewaterhouseCoopers* (Bi¥ff LiE N7 o
A AT F—%—/)\T7 A7 —)\—2R), our Japan tax adviser

The Bank of Japan* (H A& #R1T), the central bank of Japan

Tokyo Metropolis (B E#R), a prefecture and the capital of
Japan

the three years ended 31 March 2014 and the six months
ended 30 September 2014
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DEFINITIONS

“TT Family Trust”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“US$”

“U.S. Securities Act”

“WHITE Application Form(s)”

“White Form elPO”

“White Form elPO Service
Provider”

“YELLOW Application Form(s)”

a family trust established pursuant to a trust agreement
dated 28 October 2014 for which SMBC Trust Bank Ltd.*
(R X & 4SMBCIEEEHE1T) acts as the assignee* (3%Zit#)
and the assignors and beneficiaries* (ZrtH HZ 45 H) are
Ms. Yoshika TEl (¥B#{f£)* (also known as Ms. JEONG
Sukka), Mr. Kousei TEI (#>#k)* (also known as Mr.
CHONG Gangsong) and Mr. Kiyokazu TANIGUCHI
(& O ), each being a child of Mr. Tatsuo TANIGUCHI
(A" O EEHME), a Controlling Shareholder, and a nephew or
niece of the Chairman. As at the date of this Prospectus,
the TT Family Trust is the registered Shareholder of
approximately 4.6% of our total number of issued Shares.
Mr. Tatsuo TANIGUCHI (% H #EH) is entitled to exercise the
voting rights in respect of the Shares held by the TT Family
Trust. See “History and Corporate Development —
Shareholding Structure — Taniguchi Consortium — Family
Trusts Arrangements” for details

the Hong Kong Underwriter and the International
Underwriter

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United States of America, including its territories and
possessions and all areas subject to its jurisdiction

United States dollars, the lawful currency of the United
States

the United States Securities Act of 1933, and the rules and
regulations promulgated thereunder

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be issued in the
applicant’s/ applicants’ own name

the application for Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website of the White Form elPO
Service Provider at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be deposited directly into
CCASS
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DEFINITIONS

“YT Family Trust” a family trust established pursuant to a trust agreement

dated 22 October 2014 for which SMBC Trust Bank Ltd.”
(R X & 4SMBCIEEEHE1T) acts as the assignee* (3%Zit#)
and the assignors and beneficiaries* (ZrtH HZ 45 H) are
Mr. Akinori TEl (¥B#%&)" (also known as JEONG
Kyeongheon) and Mr. Masahide TEI (¥5%%%)# (also known
as JEONG Jangyeong), each being a child of Mr. Yoshihiro
TEl (#5%55M)* (also known as JEONG Jungwung), a
Controlling Shareholder, and a nephew of our Chairman.
As at the date of this Prospectus, the YT Family Trust is the
registered Shareholder of approximately 6.0% of our total
number of issued Shares. Mr. Yoshihiro TEI (##55A)" (also
known as JEONG Jungwung) is entitled to exercise the
voting rights in respect of the Shares held by the YT Family
Trust. See “History and Corporate Development —
Shareholding Structure — Taniguchi Consortium — Family
Trust Arrangements” for details

“2014 Tax Reform” The Act on Partial Revision of the Income Tax Act, etc.”
(FrfafiiE%E O —H 2 %IEd % L) of Japan (Act No.10 of
2014)
per cent

u%u

The English titles marked with **” are unofficial English translations of the Japanese titles of natural persons, legal
persons, governmental authorities, institutions, laws, rules, regulations and other entities for which no official
English translation exists. These titles are for identification purpose only.

The Japanese names marked with “*” are Japanese aliases* (il ##41) adopted by non-Japanese residents in Japan
as a second legal name which, upon registration under the Order for Enforcement of the Residential Basic Book
Act* ({F REAKEIRE ffT #IH) (Ministry of Home Affairs Regulation No. 35 of 1999) of Japan, may be used with
legal force and recorded in their resident certificate* ({ERZE) and residential basics book card*
(IERH KBNS — K). Unless otherwise marked with “*”, names of natural persons shown in this Prospectus are
legal names recorded in their passports or travel documents.

In this Prospectus, unless expressly stated or the context requires otherwise:

° all data in this Prospectus is as at the date of this Prospectus;

° any reference to shareholdings in our Company upon or after the completion of the
Global Offering assumes that the Over-allotment Option has not been exercised; and

° certain amounts and percentage figures have been subject to rounding adjustments,
thus, figures shown as totals in certain tables may not be an arithmetic aggregation of
the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain technical terms used in this Prospectus as
they relate to us. Some of these definitions may not correspond to the standard industry

meaning.

“anti-social force(s)”

“attacker”

“G-prize”

“G-prize buyer”

“G-prize mark-up”

”

“G-prize wholesaler

“gaming”

“general prize”

“gross pay-ins”

“gross payouts”

organisation(s) or individual(s) who pursues economic
benefit through violence, threat or fraudulent methods as
defined in the Guidelines for Enterprises to Prevent
Damage caused by Antisocial Organisations* ({8373 Xt
DHBNIC L DY EFEEZIETS7-DDIES) published on
19 June 2007

a larger pocket in a pachinko machine’s playing field which
opens for limited periods of time during jackpot mode

a prize offered by a pachinko hall, namely a decorative
plastic card with a small embedded piece of metal (such as
gold) or a small coin-shaped pendant of metal (such as
gold), which can be sold by customers to a G-prize buyer
for cash

an independent party in the business of operating G-prize
buying centre(s) which purchase G-prizes for cash from
pachinko players outside of pachinko halls, and
subsequently sell G-prizes to G-prize wholesaler(s), and a
party to the Three Party System

difference between the value of the number of balls or
tokens required to collect a G-prize and the cost of the
G-prize

an independent party in the business of purchasing
G-prizes from G-prize buyer(s), and subsequently selling
G-prizes to pachinko hall operator(s), and a party to the
Three Party System

in the context of an industry sector, as defined by EBI, the
industry sector consisting of pachinko, bicycle-racing,
auto-racing, horse-racing and lottery

any prize offered by a pachinko hall that is not a G-prize

amount received from customers for rented pachinko balls
and pachislot tokens

aggregate cost of G-prizes and general prizes exchanged
by customers
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GLOSSARY OF TECHNICAL TERMS

“high playing cost machine(s)”

“IC card”

“island”

“jackpot mode”

“jackpot probability

“jackpot size”

“jet counter”

“low playing cost machine(s)”

“pachinko”

“pachinko ball(s)” or “ball(s)”
“pachinko hall(s)” or “hall(s)”

“pachinko hall operator(s)” or
“hall operator(s)”

“pachislot”

pachinko machine(s) with a playing cost of ¥4 per
pachinko ball, and pachislot machines with a playing cost
of ¥20 per pachislot token, each of which is the maximum
playing cost (exclusive of consumption tax) possible
stipulated under the Enforcement Ordinance

a card used to store the balance of cash and pachinko
balls or pachislot tokens remaining in the machine after the
player finishes playing

a long row of (in our case, around 10-24) pachinko or
pachislot machines in a pachinko hall

a mode of a pachinko game triggered by certain winning
combinations of images on the screen in the centre of the
field of play, during which the attacker opens and releases
a relatively large number of balls or tokens when the
jackpot is hit

probability of triggering the jackpot mode, during which a
relatively large number of balls and tokens may be won

number of balls or tokens that won during the jackpot
mode

a device that automatically counts pachinko balls or
pachislot tokens collected and issues a printed ticket
displaying the number of balls or tokens collected

pachinko machine(s) with playing costs of ¥0.5, ¥1, ¥1.25
and ¥2 per pachinko ball (before consumption tax) and
pachislot machines with playing costs of ¥2, ¥5 and ¥10
per pachislot token (before consumption tax)

in the context of a game machine, a game played on a
device similar to a pinball machine which is played for
entertainment and prizes; in other contexts (such as our
business or the industry), includes both pachinko and
pachislot

small metal ball(s) used to play pachinko games
a facility providing pachinko and/or pachislot games

an entity that operates pachinko hall(s), such as ourselves,
and a party to the Three Party System

a game played on a device similar to a slot machine which
is played for entertainment and prizes
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GLOSSARY OF TECHNICAL TERMS

“pachislot token(s)” or “token(s)”

“payout ratio”

“pins”

“POS system”

“revenue”

“revenue margin’

“ ”

sg.m.

“Three Party System”

u.trapu

small metal token(s) used to play pachislot games

total number of balls or tokens won divided by the total
number of balls or tokens played, representing the average
probability of winning balls or tokens when playing the
machines

small, cylindrical pegs affixed on the pachinko machine’s
playing field

point of sale system used in our pachinko halls for the
exchange of pachinko balls and pachislot tokens for prizes

in the context of our total revenue, revenue from pachinko
and pachislot hall operations, together with revenue from
hotel operations

in the context of our pachinko and pachislot hall
operations, revenue from pachinko and pachislot
business, together with vending machine income

in the context of our pachinko and pachislot business,
gross pay-ins less gross payouts

gross pay-ins less gross payouts, divided by gross
pay-ins, representing the portion of gross pay-ins that the
hall operator receives as revenue, namely through
customers playing the machines and mark-ups on prize
redemption

square metre

the industry practice under which pachinko hall operators,
G-prize buyers and G-prize wholesalers participate in the
sale and purchase of G-prizes obtained by a customer of
a pachinko hall operator by playing pachinko and pachislot
machines in Japan, as described in more detail in
“Business — Pachinko and Pachislot Hall Operations —
Three Party System” and “Applicable Laws and
Regulations”

a pocket at the bottom of a pachinko machine’s playing
through which pachinko balls are lost
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FORWARD-LOOKING STATEMENTS

This Prospectus includes forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. The forward-looking statements are contained principally in
“Summary”, “Risk Factors”, “Industry Overview”, “Business”, “Financial Information” and
“Future Plans and Use of Proceeds”. These forward-looking statements include, without
limitation, statements relating to: our business strategies and plan of operation, our capital
expenditure plans, financing sources, the amount and nature of, and potential for, future
development of our business, our operations and business prospects, our dividend policy, new
halls under construction or planning, the regulatory environment of our industry in general, future
development in our industry, and general economic and political trends in Japan.

“ ”

The words “aim”, “anticipate”, “believe”, “can”, “estimate”, “expect”, “seek”, “plan”,
“intend”, “project”, “may”, “ought to”, “will”, “would” and “could”, or similar expressions or the
negative thereof, are intended to identify a number of these forward-looking statements. These
forward-looking statements reflecting our current views with respect to future events are not a
guarantee of future performance and are subject to certain risks, uncertainties and assumptions,
including the risk factors described in this Prospectus. One or more of these risks or uncertainties
may materialise, or underlying assumptions may prove incorrect. Actual results may differ
materially from information contained in the forward-looking statements as a result of a number
of factors, including:

° general economic, market and business conditions and levels of leisure and consumer
spending;

° the commercial performance of our pachinko and pachislot hall operations;

° the effects of competition in the pachinko industry;

° various business opportunities that we may pursue;

° pending or future legal or regulatory proceedings;

° changes in tax laws or rates;

° changes in regulatory policies, the regulatory framework and laws and regulations in
relation to the pachinko industry in Japan; and

changes in general political, economic, legal and social conditions in Japan.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
obligation to update or otherwise revise the forward-looking statements in this Prospectus,
whether as a result of new information, future events or otherwise. As a result of these and other
risks, uncertainties and assumptions, the forward-looking events and circumstances discussed
in this Prospectus might not occur in the way we expect, or at all. Accordingly, you should not
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place undue reliance on any forward-looking information. All forward-looking statements
contained in this Prospectus are qualified by reference to the cautionary statements set forth in
this section as well as the risks and uncertainties discussed in “Risk Factors”.

In this Prospectus, statements of or references to our intentions or that of any of our
Directors are made as at the date of this Prospectus. Any such intentions may change in light of
future developments.
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You should carefully consider all of the information in this Prospectus, including the risks
and uncertainties described below, prior to investing in our Shares. You should pay particular
attention to the fact that we conduct our operations in Japan and are governed by a legal and
regulatory environment which in some respects may differ from that which prevails in other
countries. Any of the below risks, as well as other risks and uncertainties that have not yet
been identified or that we currently think are immaterial, may materially and adversely affect
our business, financial condition or results of operations, or otherwise cause the trading price
of our Shares to decrease and cause you to lose all or part of your investment.

RISKS RELATING TO G-PRIZE WHOLESALERS AND G-PRIZE BUYERS

Our business depends significantly on the services provided by our G-prize wholesalers
and their G-prize buyers

We rely upon the continued services of our G-prize wholesalers (from whom we source
G-prizes) and their G-prize buyers (from whom they in turn source G-prizes), who are
independent of us. G-prizes make up the vast majority of prizes redeemed by our customers. For
the years ended 31 March 2012, 2013 and 2014 and the six months ended 30 September 2014,
the value of G-prizes exchanged by our customers at our halls constituted approximately 99.0%,
99.1%, 99.1% and 98.3% of all prizes (namely, all G-prizes and general prizes), respectively.

We enter into various agreements with our G-prize wholesalers, such as purchase
agreements for G-prizes (or even general prizes) and lease agreements for a parcel of land on
which the relevant pachinko hall is located. To the best of our Directors’ knowledge and belief,
our G-prize wholesalers will enter into similar agreements with their G-prize buyers. We currently
have non-exclusive relationships with 12 G-prize wholesalers, who in turn have arrangements
with various G-prize buyers. The termination of any of our arrangements with our G-prize
wholesalers, or of the arrangements between any of our G-prize wholesalers and their G-prize
buyers, would cause a disruption in our business. We would have to engage other G-prize
wholesalers, who would then need to engage their own G-prize buyers. The arrangements and
dealings between the G-prize wholesalers and the prize buyers are beyond our control. We or
they may not be able to establish new arrangements on terms acceptable to us or them or at all,
which would have a material adverse effect on our business, financial condition, results of
operations or prospects. In any case, we have no ownership or managerial control over any of
our G-prize wholesalers or their G-prize buyers. We cannot assure you that they will at all times
strictly adhere to the terms of the relevant agreements.

We may be adversely affected by any breach of the independence requirements under
the Three Party System.

Gambling is a criminal offence under the Penal Code. Further, the Amusement Business Law
and its ancillary prefectural local regulations prohibit pachinko hall operators from being involved
in the exchange of prizes by customers, whether directly or indirectly, for cash or securities. In
order to ensure compliance with such laws and regulations, the pachinko industry has developed
the “Three Party System”, which is an industry practice for the sale and purchase of G-prizes
exchanged by a customer playing at a hall. The parties under the Three Party System include: (1)
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pachinko hall operators (such as ourselves); (2) G-prize buyers; and (3) G-prize wholesalers. See
“Applicable Laws and Regulations — C. Legality of Pachinko Businesses and the Three Party
System” for details. Under the Three Party System, pachinko hall operators (such as ourselves)
must be independent of each of: (1) the G-prize wholesalers engaged by them; and (2) G-prize
buyers engaged by their G-prize wholesalers. This ensures that, from the pachinko hall operators’
perspective, G-prize wholesalers and G-prize buyers are unrelated third parties.

If there is a breach of either of the independence requirements, this may expose us to a
potential breach of the Penal Code, the Amusement Business Law and other local regulations.
Such breaches could disrupt our business operations at the affected business halls, as we will
need to immediately rectify the situation by ceasing transactions with the G-prize wholesaler, or
if relevant, requesting the G-prize wholesaler to cease transactions with the G-prize buyer. In
particular, if we had to cease transactions with a G-prize wholesaler, all of its G-prize buyers will
also need to be replaced and we will need to enter into new agreements with another
independent G-prize wholesaler.

RISKS RELATING TO KEY JAPAN LEGAL AND REGULATORY MATTERS

Rights of shareholders under Japan law may be different from rights of shareholders in
other jurisdictions, including Hong Kong

We are primarily governed by Japan law, including the Japan Companies Act. Our Articles
and the Japan Companies Act govern our corporate affairs. Legal principles relating to matters
such as the validity of corporate procedures, directors’ fiduciary duties and liabilities and
shareholders’ rights under Japan law may be different from those that would apply to a company
incorporated in any other jurisdictions that you (as potential investors) may be more familiar with,
including Hong Kong. You may have more difficulty in asserting your rights as a Shareholder than
you would as a shareholder of a corporation organised in other jurisdictions. Key differences
between the shareholders protection regimes in Japan and Hong Kong are set out in “Key Japan
Legal and Regulatory Matters — G. Shareholders Protection”.

In addition, we have applied for, and have been granted, waivers from the Stock Exchange
from strict compliance with certain requirements under the Listing Rules. These waivers include
(i) requiring our Controlling Shareholders or other Shareholders having an interest in a transaction
to abstain from voting in a general meeting; and (ii) issuing a supplemental circular for persons
nominated as Directors, amongst others. Shareholders will not have the benefit of those Listing
Rules for which we have applied, and have been granted waivers from the Stock Exchange.
Additionally, if any of these waivers were to be revoked for any reason, including our compliance
with the applicable undertakings, additional legal and compliance obligations might be costly and
time consuming, and might result in issues of inter-jurisdictional compliance, which could
adversely affect us and our Shareholders.

The SFC does not have extra-territorial jurisdiction on any of its powers of investigation and
enforcement of any corporate governance breaches committed by us in Japan. Investors should
be aware that it could be difficult to enforce any judgment against us or any of our subsidiaries.
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Our Shares are “bearer shares” in nature and there are significant risks associated with
physical possession of share certificates

Under Japan law, our Shares are “bearer shares” in nature. A bearer, or a physical holder,
of a share certificate issued by our Company is recognised as the owner of the Shares
represented by it. Ownership of our Shares can be transferred simply by the delivery of our share
certificates, with or without the transferor and the transferee having signed any document
evidencing such transfer. This creates inherent risks for Shareholders and potential investors who
choose to hold our Shares by physical possession of our share certificates. For example,
Shareholders and potential investors might lose the ownership and value of our Shares
represented by a share certificate if it is lost or destroyed. In addition, an unauthorised third party
might come into possession of a lost share certificate and seek to be recognised as a
Shareholder.

We have procedures in place for Shareholders and other eligible persons to report a lost or
destroyed share certificate. See “Key Japan Legal and Regulatory Matters — A. Bearer Shares
— Lost / destroyed Share Certificates” for details. Investors should note that we are required by
law to impose a one-year waiting period before a replacement share certificate can be re-issued.
During the mandatory one-year waiting period, you may not register a transfer of the Shares
represented by the lost or destroyed share certificate or otherwise deposit such Shares into
CCASS for trading on the Stock Exchange. You may also lose some of your rights as a
Shareholder, such as voting rights, under certain limited circumstances.

Notwithstanding the “bearer” nature of our Shares, it is provided under our Articles and the
Japan Companies Act that title to our Shares shall not be perfected against our Company until
and unless a person’s name and address are recorded in our Share Register. Under article 130
of the Japan Companies Act, a company is not obliged to treat anyone as a shareholder unless
and until he/she is registered as a shareholder on its share register. As an enhanced measure of
Shareholder’s protection, our Articles provide that our Company shall not associate any
Shareholders’ right (such as voting rights and rights to receive dividends) with any person unless
his/her name appears on our Share Register in reliance on the above provision under the Japan
Companies Act. As such, failure to register interests in our Shares in our Share Register could
result in the misappropriation or loss of a Shareholder’s rights. In addition, under Japan law, our
Company does not have the right to take action against a Shareholder’s failure to disclose his/her
interests to our Company. Hence, potential investors are strongly cautioned to register your
interests in our Shares in our Share Register after you have properly acquired title in our Shares,
following the procedures set out in “Key Japan Legal and Regulatory Matters — A. Bearer Shares
— Transfer of Shares”.

CCASS Beneficial Owners who do not physically possess our share certificates are not
subject to the risks associated with the “bearer” nature of our Shares and are not required
register their interests in our Share Register. Despite certain disadvantages associated with
CCASS Beneficial Owners, details of which are set out in “Key Japan Legal and Regulatory
Matters — A. Bearer Shares — Recommended measures for our Shareholders and potential
investors”, it is our Board’s strong recommendation that potential investors should hold your
investments in our Company through CCASS.
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CCASS Beneficial Owners are subject to certain disadvantages under Japan law and
regulations

Due to certain Japan legal and regulatory provisions, CCASS Beneficial Owners are subject
to certain disadvantages as set out in detail in “Key Japan Legal and Regulatory Matters — A.
Bearer Shares — Recommended measures for our Shareholders and potential investors”. For
example, CCASS Beneficial Owners are subject to a higher withholding tax rate, and they may
not inspect our Share Register unless allowed to do so under the Personal Information Protection
Act.

Despite these disadvantages, given the risks associated with our “bearer” Shares (which are
very significant in the opinion of our Directors), it is our Board’s strong recommendation that
potential investors should hold your investments in our Company through CCASS.

Our Articles provisions on the registration of share transfers are not judicially
precedented in Japan and may be challenged in court

To minimise our Shareholders’ exposure to the risks associated with the “bearer” nature of
our Shares, we have put in place a number of voluntary measures in relation to the registration
of ownership and transfers of our Shares in our Share Register. For example, our Articles require
that any person seeking to have his name and address recorded as a Shareholder in our Share
Register must present an acceptable transfer document that conforms to the requirements under
the Stamp Duty Ordinance and duly stamped and executed by the transferee and the record
Shareholder as the transferor.

There is no clear Japan case law that supports our Articles provisions in relation to the
registration of share transfers. It is possible for a bearer of our share certificates to initiate legal
proceedings against us in this regard. If we fail to defend ourselves in these legal proceedings,
we may need to implement additional compliance procedures which might be costly, such as the
appointment of an additional Japan share registrar to handle registration of share transfer free
from any documentary requirements, and significantly inflate our Shareholders’ exposure to risks
associated with physical possession of our share certificates.

Surrendered share certificates can only be re-issued after a waiting period of up to six
business days, which could result in settlement failures

Shareholders and potential investors who choose to invest outside CCASS are encouraged
to surrender their share certificates to us, in which case the relevant share certificates will be
cancelled and the risks associated with our “bearer shares” will no longer apply. However, you
should note that our Hong Kong Share Registrar may take up to six business days to re-issue a
new share certificate in lieu of a surrendered share certificate. During the waiting period of up to
six business days, the relevant Shares may not be transferred or otherwise deposited into CCASS
for trading on the Stock Exchange. This will ‘in particular’ affect Shareholders and potential
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investors who seek to trade the Shares on a “T+2” basis, whereby dealings in Shares on the
Stock Exchange customarily take place two business days prior to settlement. The waiting period
of up to six business days may lead to settlement failure and investors are strongly advised to
formulate your investment schedule in accordance with this waiting period.

Investors that are non-resident individuals of Japan or non-Japanese corporations
without a permanent establishment in Japan are subject to Japan withholding tax on
dividend distribution

Our Tax Adviser has advised us that Shareholders interested in less than 3% of our total
number of issued Shares that are non-residents individuals of Japan or non-Japanese
corporations without a permanent establishment in Japan are subject to Japan withholding tax
of 15.315% for any dividend distributions due and paid on or before 31 December 2037.
Shareholders holding 3% or more of our total number of issued Shares are subject to a
withholding tax in Japan of 20.420% for any dividend distributions due and paid on or before 31
December 2037. Shareholders that are either residents in Hong Kong or corporations established
in Hong Kong without any permanent establishment in Japan are entitled to a reduced
withholding tax rate not exceeding 10% (or not exceeding 5% for corporate Shareholders who are
interested in 10% or more of our total number of issued Shares for the six consecutive months
ending on the record date for dividend distribution) under the Hong Kong-Japan Tax Treaty. See
“Key Japan Legal and Regulatory Matters — E. Taxation — 1. Withholding Tax on Dividend
Payment” for details.

Potential investors should note that, due to the inherent characteristics of CCASS, our
Company is unable to ascertain the identity, and consequently the tax residence, of the CCASS
Beneficial Owners. As such, we will initially withhold 20.420%, which is the highest possible
withholding tax rate in Japan, on all dividend payments to CCASS Beneficial Owners. CCASS
Beneficial Owners are not entitled to tax relief under the Hong Kong-Jdapan Tax Treaty. Investors
who choose to invest through CCASS are subject to a higher withholding tax rate.

Minority Shareholders may incur significant time and costs in initiating court procedures
in Japan against the acquisition price in a compulsory acquisition

Under the Japan Companies Act and other relevant Japan laws and regulations, an offeror
of a successful takeover may, having acquired 90% of the voting rights in our Company, buy out
the remaining Shares of the minority Shareholders by initiating a number of transactions with or
without Shareholders’ approval.

Unlike the compulsory acquisition regime under the Companies Ordinance, there is no
restriction under the relevant Japan laws and our Articles on the acquisition price of these
transactions. Minority Shareholders may need to resort to a number of court procedures in Japan
to (i) request the court to cease the relevant transactions; or (ii) determine a fair acquisition price.
There may be significant delays and costs involved in the initiation of the aforementioned court
procedures. See “Appendix V — Summary of our Articles of Incorporation and Japan Corporation
Law — 8. Compulsory Acquisitions” for details of the said transactions and court procedures.
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You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management

Our Company was incorporated under the laws of Japan. All our current operations and
administrative and corporate functions are conducted in Japan, and substantially all of our assets
and our subsidiaries are located in Japan. In addition, all of our Directors and Executive Officers
reside within Japan, and most of the assets of our Directors and Executive Officers are located
within Japan. As a result, it may not be possible to effect service of process outside Japan upon
any of these persons or our Company, or to enforce any judgments obtained in courts outside of
Japan against them or us. Further, judgments of a court in a foreign jurisdiction related to any
matter may not be recognised or enforced in Japan. In addition, it is uncertain whether courts in
Japan would have the legal authority to hear the original actions brought against us or such
persons predicated upon the laws of other jurisdictions.

Investors may under certain circumstances be required to file a foreign exchange report
or notification to The Bank of Japan, failure of which could lead to monetary fines and/or
imprisonment

The Foreign Exchange and Foreign Trade Act of Japan* (¥} E 2% )& OV E & 5 1K) of Japan
(Act No. 228 of 1949) and the cabinet orders and ministerial ordinances thereunder govern
certain matters relating to the issue of equity-related securities by us and the acquisition, holding
and disposal of Shares by foreign investors of our Company. Under certain prescribed
circumstances, Shareholders and CCASS Beneficial Owners may be required to file a foreign
exchange report or notification to The Bank of Japan.

The filing obligations are generally exempted if: (i) a Shareholder or CCASS Beneficial Owner
is a resident of, or a corporation organised under the laws of, certain exempted jurisdictions
(which include Hong Kong, the U.S., the United Kingdom, Canada, Australia, the PRC, among
others); and (ii) their shareholding interests in our Company is less than 10%.

Failure to notify The Bank of Japan when required may result in imprisonment of up to three
years and/or a fine of up to ¥1 million. See “Appendix V — Summary of our Articles of
Incorporation and Japan Corporation Law — 10. Foreign Exchange Control” for the list of
exempted jurisdictions and the details of the relevant filing requirements.

RISKS RELATING TO OUR BUSINESS

We experienced decreased gross pay-ins for the six months ended 30 September 2014
compared to the corresponding period of the previous year, and we cannot guarantee
that our results will improve

QOur gross pay-ins decreased by ¥29,685 million, or 24.6%, from ¥120,674 million for the six
months ended 30 September 2013 to ¥90,989 million for the six months ended 30 September
2014. The decrease in gross pay-ins in our halls was mainly due to decreases in player traffic,
as a result of our new policy of imposing mark-ups ranging from 4% to 20% (with an average of
around 10%) on G-prize redemption, effective from 1 April 2014. Such initiative was imposed with
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a view to enhance the performance of our halls and to cover the increase in consumption tax from
5% to 8%. Subsequently, a portion of players who focus on the payout aspect of the game were
discouraged from playing at our halls. A significant decrease in the utilisation rate of our
machines was also recorded during this period. See “Financial Information — Period to Period
Comparison of Results of Operations — Gross Pay-ins” for details.

Our business, financial condition and results of operations are affected by many factors as
discussed in this Prospectus, many of which are beyond our control. We cannot guarantee that
our results of operations will improve in the future. If our results of operations deteriorate, the
price of our Shares may drop. See “Business — Strategies” and “Future Plans and Use of
Proceeds” for details on how we intend to improve our business.

Our financial results for the year ending 31 March 2015 are expected to be affected by
certain one-off expenses

We currently expect certain one-off expenses to have a negative impact on our financial
results for the year ending 31 March 2015. These include listing expenses in relation to the Global
Offering and a retirement payment to a retired Director.

Regarding listing expenses, the total expenses in relation to the Global Offering (comprising
principally professional fees and underwriting commission) are estimated to be approximately
¥1,149 million (approximately HK$76 million) (assuming an Offer Price of HK$1.19 per Share
(being the mid-point of the proposed Offer Price range)) of which approximately ¥340 million
(approximately HK$22 million) is directly attributable to the issue of new shares to the public and
to be accounted for as a deduction from equity, and approximately ¥809 million (approximately
HK$54 million) is to be recognised as expenses in our consolidated statements of comprehensive
income for the year ending 31 March 2015. During the six months ended 30 September 2014,
we already incurred ¥226 million (approximately HK$15 million) which were accounted for as our
administrative and other operating expenses. Therefore, by the completion of the Global Offering,
we expect to incur an additional approximately ¥583 million, to be accounted for as our
administrative and other operating expenses for the six months ending 31 March 2015. The
amount of additional listing expenses expected to be incurred for the completion of the Global
Offering is an estimate only and the final amount to be recognised as expenses in our
consolidated statement of comprehensive income for the year ending 31 March 2015 is subject
to adjustments based on audit and changes in circumstances.

Regarding the retirement payment, we paid ¥600 million to Mr. Tatsuo TANIGUCHI
(> O EEH#E) during the six months ended 30 September 2014 as special benefit for his retirement
as a Director of our Company in June 2014 and a director of Niraku Corporation in September
2014.

41




RISK FACTORS

Our business may be adversely affected by natural disasters, such as earthquakes like
the Great East Japan Earthquake, or disease outbreaks

Fukushima Prefecture (f&& %) is our most important strategic location, in which our
headquarters, hotel and 20 of our halls (as at the Latest Practicable Date) are located. In
particular, it is the prefecture with the most number of our halls and machines. Our halls in
Fukushima Prefecture (f&%&5) accounted for 40.1%, 40.7%, 40.5% and 42.7% of our total
revenue for the years ended 31 March 2012, 2013 and 2014 and the six months ended 30
September 2014, respectively.

In March 2011, the Great East Japan Earthquake struck the Tohoku Region (HJbiti ),
northeast of Japan. This earthquake triggered tsunami waves that struck the north-eastern coast
of Japan, and caused (among others) the nuclear power plant incident in Fukushima Prefecture
(f8 B 1%), causing the lingering public concern over radiation levels.

As a result of the Great East Japan Earthquake, we recorded earthquake losses (namely,
property damage) of ¥653 million for the year ended 31 March 2011. It caused us to temporarily
close a majority of our halls, namely 32 halls, of which 11 halls were reopened within two weeks,
17 halls were reopened within four weeks, one hall was reopened within six weeks, two halls were
reopened within eight weeks and one hall was reopened within 13 weeks. We also had to
permanently close one hall (that was located within the exclusion zone in Fukushima Prefecture
(f8 B 15) implemented by the Japanese government). For this one permanently closed hall, we
entered into alternative dispute resolution (namely, mediation of settlement before the Nuclear
Damage Compensation Dispute Resolution Center* (JRFHEEREM FHILL 5 —), an
administrative alternative dispute resolution institution established by the Japanese government
specifically to deal with nuclear damage compensation claims arising from this nuclear power
plant incident) with the operator of the affected nuclear plants, Tokyo Electric Power Company,
Incorporated* (HEEE X E4E), which compensated us ¥590 million (recorded as other
income for the six months ended 30 September 2014), mainly for our loss of profits incurred
during the one-year period after the Great East Japan Earthquake and also related property
damages (including loss of all movables such as machines and islands). Our Directors are
considering the most appropriate method to obtain compensation for loss of profits for
subsequent years which we may not get. Aside from this permanently closed hall, none of our
halls is within the exclusion zones implemented by the Japanese government. See “Business —
Pachinko and Pachislot Hall Operations — Fukushima Prefecture (f& &) and the Great East
Japan Earthquake” for details, including information regarding the exclusions zones and the
earthquake’s positive effect on the working population and financial results of our halls in
Fukushima Prefecture (& & 5).

Japan is one of the most seismically active countries in the world and it also regularly
experiences typhoons and other natural disasters. Any large earthquake, other natural disaster
or outbreak of an epidemic can adversely impact our employees or our ability to continue
operating our pachinko facilities, our suppliers’ ability to continue their manufacturing or other
operational activities, or our customers (thus, causing a decrease in discretionary spending and
demand in our offerings). Ultimately, these events can cause significant disruption to our business
operation.
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We do not maintain any earthquake insurance or business interruption insurance. Damage
to any of our offices or pachinko halls due to fire, earthquake, typhoon, flood, terrorism,
outbreaks such as the H1N1 pandemic, avian flu or other man-made or natural disasters or
casualty events may materially and adversely affect our business, financial condition and results
of operations.

We face the risk of fraud or cheating

Players at our halls may attempt to commit fraud or otherwise cheat in order to increase the
number of pachinko balls and pachislot tokens they collect. Acts of fraud or cheating could
involve, among others, the use of altered or counterfeit pachinko balls or pachislot tokens,
tampering with our machines and systems, or other tactics, possibly in collusion with our
employees. For example, customers may attempt to use magnets or sheer physical force to
influence the movement of pachinko balls. Instances of illegal or fraudulent activity of a minor or
insignificant nature by customers in our pachinko halls are detected approximately once per hall
per month.

To prevent fraud or cheating, we have anti-cheating and anti-counterfeiting surveillance
systems. We cannot assure you that our efforts to prevent cheating will be effective, and any
failure to discover such acts or schemes in a timely manner could result in losses in our pachinko
operations. In addition, negative publicity related to such acts or schemes could have an adverse
effect on our reputation, thereby materially and adversely affecting our business, results of
operations, financial condition and prospects. Further, an allegation or a finding of improper
conduct on our part, or on the part of our current or future employees, or an actual or alleged
system security defect or failure attributable to us, could be deemed to be a regulatory breach
for which we could be subject to revocation or suspension of our operating licence for the
relevant pachinko hall.

Anti-social forces might have an influence in the pachinko industry

Historically, the pachinko industry was associated to anti-social forces. We cannot assure
you that we will be able to prevent anti-social forces from interfering in our operations. In addition,
anti-social forces may engage in criminal activities, such as theft of cash or fraud, through
involvement with G-prize buyers or other third parties that we do not have control over. Any
involvement by anti-social forces in our operations or the pachinko industry in general, including
the ensuing negative publicity, could materially and adversely affect our reputation, business,
results of operations and financial condition, and also the reputation and perception of our
industry as a whole.
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We rely heavily on our information technology systems, which could be subject to
unexpected interruption or security breaches

We rely heavily on our information technology systems, which store, retrieve, process and
manage substantial amounts of real-time data and information, including personal information of
our members (and the number of balls or tokens carried over) that is stored in our membership
database servers. These systems help facilitate our business decision-making process and
formulate strategies for machine replacement and procurement, marketing, prize procurement
and inventory management.

Such systems are inherently susceptible to the risks of hardware, software or network
failure, which would materially impact our ability to conduct our business. Our growing operations
will place increasing pressure on our server and network capabilities as we seek to increase our
number of halls and customer base. In addition, we rely on third-party service providers for
certain key aspects of our network infrastructure and technology systems.

In addition, our systems are susceptible to security breaches caused by hackings, which
involve efforts to gain unauthorised access to our information or systems, or to cause intentional
malfunctions, loss or corruption of data, software, hardware or other computer equipment, the
intentional or inadvertent transmission of computer viruses and similar events or third-party
actions. These could have a material and adverse effect on our reputation, business, financial
condition and results of operations. It may be difficult for us to respond to security breaches in
a timely manner or at all. If unauthorised persons are able to penetrate our network security, they
could misappropriate personal information regarding our members, or cause interruptions in our
services. See “— We may be subject to liability for failure to maintain compliance with Japan’s
privacy laws in connection with our membership system and database” for details. In addition,
hacking and computer viruses could expose us to a material risk of loss or litigation and possible
liability under Japan’s privacy laws. See “Applicable Laws and Regulations — G. Personal
Information Protection” for details.

If we lose the services of our third-party information technology systems contractor, our
operations may be seriously disrupted

Our information technology network was developed in conjunction with, and is maintained
by, a third party contractor. We rely on our third party contractor to maintain the network and
infrastructure underlying our information technology systems, to provide technical assistance to
us on an ongoing basis, and to upgrade our systems when and as necessary. Any failure by our
third party contractor to maintain the satisfactory performance, reliability, security and availability
of our network infrastructure may adversely affect our ability to operate our business in an
efficient and effective manner.

The termination of our arrangements with our third party contractor for any reason could
cause disruption in our business operations. In the event of such a termination, we would have
to seek other means of maintaining our information technology systems, which may include the
acquisition of equipment, the licensing of software and the development, either internally or
through independent consultants or third party contractors, of new software. If we are unable to
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design, develop, implement and/or maintain, in a cost-effective manner, information systems that
provide the capabilities necessary for us to compete effectively, or if we suffer any interruption or
loss of our information processing capabilities for any reason, our operations could be materially
disrupted.

Prices for construction and engineering services have increased rapidly

Demand for construction and engineering services has increased dramatically in Japan in
recent years, due to reconstruction efforts following the Great East Japan Earthquake, and also
for the infrastructure development and construction in preparation for the 2020 Olympic Games
to be held in Tokyo ((EE{#R). This has in turn caused prices for such services, including labour
costs and the relevant raw materials such as steel, to increase dramatically. This has caused our
hall construction costs to increase and may continue to do so in the near future.

Our pachinko halls may not necessarily be constructed on time either, as work completion
can be delayed due to shortages of manpower in light of the increased demand for construction
and engineering services.

Our business may be affected by downturns in the economy (such as the recent
recession of the Japanese economy), economic uncertainty and other factors affecting
discretionary consumer spending

An extended economic downturn or continued uncertainty in global and regional economies
could negatively affect demand for the type of gaming and entertainment services we offer.
Changes in discretionary consumer spending or consumer preferences could be driven by factors
such as perceived or actual general economic conditions, a weakening job market, or an actual
or perceived decrease in disposable consumer income and wealth. These and other factors have
in the past reduced consumer demand for the gaming and entertainment services we offer and
have adversely affected our gaming business, results of operations and financial condition, and
if we are not successful in responding to future changes in consumer spending trends, could
further affect our future prospects.

For example, the economy of Japan recently entered into a recession in late 2014. We
cannot assure that the economy of Japan will improve or that government responses to these
conditions will successfully address weaknesses in the economy of Japan, restore consumer
confidence or increase market liquidity. Continued weakness in the economy of Japan, where we
conduct all of our business operations and where the vast majority of our customers reside
and/or generate their income, may result in a reduction of the number of customers, a reduction
in the frequency of visits by these customers, or a reduction in the amount of money spent by
these customers in our pachinko halls. Any reduction in consumer demand for the services we
offer would materially and adversely affect our revenue and, as a result, our business, financial
condition and results of operations.
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We may be subject to liability for failure to maintain compliance with Japan’s privacy
laws in connection with our membership system and database

We are subject to Japan’s Personal Information Protection Act, which regulates the
collection, use, handling, and transfer of personal information. See “Applicable Laws and
Regulations — G. Personal Information Protection”. We maintain an extensive membership
database that collects, stores and analyses information on our 238,939 registered members (as
at 30 September 2014), including personal information such as each member’s name, address,
age, gender and date of birth. The mishandling of any of our members’ personal information,
such as through internal leaks, misappropriation by an unauthorised third party, or other
unauthorised use by us or a third party, may be required by the relevant authorities to be reported
to them and is encouraged to be disclosed to the public, and could subject us to civil and/or
criminal liability and significantly damage our reputation.

We may require additional financing to expand our business, which may not be available
on satisfactory terms or at all

We have in the past funded our business and operational expansion primarily through cash
generated from our operations and external bank borrowings. We may require additional funding
in the future to further expand our business, which we may raise through external financing. Our
ability to obtain any financing on acceptable terms depends on a variety of factors that are
beyond our control, including market conditions, investors’ and lenders’ perceptions of, and
demand for, debt and equity securities of pachinko companies, credit availability, and interest
rates; the availability of, and likely terms for, debt financing may be adversely affected by recent
developments in the global economy. As a result, we cannot assure you that we will be able to
obtain sufficient funding from external sources as required on terms satisfactory to us, or at all,
to finance future expansion. If we raise additional capital through the sale of equity, or securities
convertible into equity, further dilution to our then-existing shareholders will result. If we raise
additional capital through the incurrence of debt, our business may be affected by the amount
of leverage we incur. For instance, such borrowings could subject us to covenants restricting our
business activities, servicing interest would divert funds that would otherwise be available to
support our operations or development activities, and holders of debt instruments would have
rights and privileges senior to those of our equity investors. If we are unable to obtain adequate
funding on a timely basis, we may not be able to execute parts of our growth strategy or to
maintain our growth and competitiveness, which could materially and adversely affect our
business, results of operations, financial condition and prospects.

The failure to fulfil conditions imposed under our loan facilities may limit our ability to
conduct our operations or obtain additional financing

As at 31 January 2015, we had outstanding indebtedness of ¥21,673 million (equivalent to
approximately HK$1,431 million as calculated using the rate of ¥15.15 to HK$1.00, which was
the exchange rate prevailing on 30 January 2015, being the last business day before the date of
our indebtedness statement). See “Financial Information — Indebtedness”. Our loan facilities and
credit agreements impose certain conditions, including financial covenants, that restrict our
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ability to engage in certain transactions. In particular, our credit facilities require, among other
things, our Group companies to maintain specified financial ratios and net assets, and contain
restrictions on ordinary losses, which may limit our ability to conduct our operations or obtain
additional financing.

Although we have not breached any of these covenants during the Track Record Period, our
ability to comply with these covenants in the future may be affected by events beyond our control,
including prevailing economic, financial and industry conditions. As a result, we may not be able
to comply with these covenants, including with respect to making our required payments due to
insufficient cash flow. Our failure to comply with any of these covenants or to meet our payment
obligations could result in an event of default which, if not cured or waived in time, could result
in the acceleration of those and other outstanding debt obligations and the enforcement of
security and guarantees given in respect of them. We may not have sufficient working capital or
liquidity to satisfy our debt obligations in the event of an acceleration of all or a portion of our
outstanding obligations.

Our pachinko halls may not perform as expected and our strategy of expanding our
suburban hall network may not be successful

Our growth strategy includes the continued opening of new pachinko halls, namely seven
new suburban halls in the next three years. See “Business — Strategies — Continue to leverage
our strengths and expand our suburban halls network in Northeast Honshu (&M & 1t) to
extend our leading market position”. We have incurred and will continue to incur significant
capital expenditures associated with the construction of new pachinko halls. If we are unable to
expand according to our plan, or our assessment of location for opening halls fails to provide us
with accurate information to choose suitable site for hall openings, our expansion may not go
ahead as planned and our results of operations may be adversely affected. We cannot assure you
that we will be able to maintain or improve on our overall profitability. In addition, we may not be
able to obtain the necessary financing for our expansion and improvement plans on favourable
terms, or at all. We also cannot assure you that an increase in the number of our pachinko halls
will lead to a corresponding increase in our revenue, or that we will be able to maintain or grow
our market share in the future or otherwise compete effectively. Any failure on our part to
successfully implement our current plans for the improvement of pachinko halls, or to effectively
manage our growth, would adversely affect our business, financial condition and results of
operations.

Our success and business operations are largely dependent on certain key personnel
and our ability to attract and retain talented personnel

Our future success depends heavily on the continued services of our Executive Director,
senior management and other key employees. In particular, we rely on the expertise, experience
and leadership of our Executive Director and our senior management team (including our
Executive Officers), who play a vital role in our operations. Our Executive Officers have an average
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of over 15 years experience in the pachinko industry. If one or more of our Executive Director,
senior management or other key employees are unable or unwilling to continue in their present
positions, we may not be able to replace them promptly, or at all, which may severely disrupt our
business and affect our results of operations and future prospects.

Moreover, we may not be able to attract or retain skilled employees or key personnel. The
competition for qualified personnel in Japan may also drive up our labour costs, which would in
turn increase our costs of operations and affect our profitability. In such circumstances, our
business, financial condition and results of operations may be materially and adversely affected.

If we fail to maintain an effective system of internal controls, we may be unable to
accurately report our financial results or detect and prevent fraud

Upon completion of the Global Offering, we will become a public company subject to the
reporting obligations of the Stock Exchange. These obligations include, among others, preparing
annual and interim reports of our business and results of operations, including financial
statements in accordance with IFRS. Our reporting obligations as a public company and
implementing necessary internal controls and risk management and policies will place substantial
demands on our management and our operational and financial resources. Prior to the Global
Offering, as a private company, we only have a limited number of accounting personnel and other
resources allocated for addressing our internal controls over financial reporting. In this regard,
effective internal controls over financial reporting is necessary for us to produce reliable financial
reports and is important to help prevent fraud. We are in the process of training, managing and
appropriately expanding our human resources and other components of our business and
implementing and maintaining adequate management and financial controls to improve our
internal controls in preparation of being a public company, which will likely require us to incur
significant costs and devote substantial management time and efforts and other resources. Our
failure to achieve and maintain effective internal control over financial reporting could result in the
loss of investor confidence in the reliability of our financial statements.

We must continue to improve and maintain our internal controls and risk management to
manage our anticipated future growth, regulatory requirements applicable to our business and
the growing demands of our business operations. In this regard, any system of controls, however
well designed and operated, can only provide reasonable, and not absolute, assurance that the
objectives of the system are met. As such, we may be subject to risks arising in relation to our
internal controls and risk management, which could have a material adverse effect on our
business, results of operations and financial condition and cash flows. We review our internal
control policies and procedures on an ongoing basis. In particular, we have engaged an
independent third party consultant (the “Internal Control Consultant”) to assist us in reviewing
the design and effectiveness of certain internal controls in relation to financial reporting of our
Group. Their review covered the internal controls in relation to various processes, such as
revenue and receivables, purchases and payables, cash and treasury management, human
resources, financial reporting, property, plant and equipment, taxation, hall management, prize
exchange centre management and IT general controls. Some of the more significant deficiencies
identified by the Internal Control Consultant during their initial reviews conducted in September
and October 2014 were in areas including: (i) formalisation of documents related to the Board’s
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and Board committees’ operations; (ii) formalisation of policies and procedures to monitor and
report related party transactions and price sensitive information; and (iii) strengthening of certain
information system related controls. We have developed a set of remedial action items to rectify
and/or improve the identified deficiencies. All significant findings will be remediated before
Listing. In December 2014, the Internal Control Consultant carried out the planned follow-up
reviews on the implementation of the remedial actions for the more significant deficiencies and
no further recommendation was raised.

However, we cannot assure you that we will be able to successfully address all internal
control issues all the time. Further, our existing internal controls may not be sufficient for our
future operations as technology and regulatory and compliance environment evolve over time,
and we cannot assure you that there will not be new deficiencies in our internal control policies
and procedures. Any such deficiency could adversely affect our management’s ability to monitor,
evaluate and manage our business and operations or risk of inaccurate financial reporting, which
in turn could have a material adverse effect on our business, results of operations and financial
condition.

Our AML policies may not be sufficient in preventing the occurrence of money
laundering activities at our pachinko halls

There is currently no obligation imposed on pachinko hall operators under the AML laws of
Japan. Nevertheless, we have voluntarily implemented AML policies, which have been designed,
implemented and operating with reference to the guidance letter titled “International Standards
on Combating Money Laundering and the Financing of Terrorism and Proliferation” issued by the
Financial Action Task Force in 2012, as well as the Amusement Business Law. However, we
cannot assure you that these policies will be effective to prevent our pachinko operations from
being exploited for money laundering purposes. Any incidents of money laundering, accusations
of money laundering or regulatory investigations into possible money laundering activities
involving us, our employees, or our customers could have a material adverse impact on our
reputation and our relationship with regulators, and could consequently materially adversely
affect our business, financial condition, results of operations and prospects. Any serious incident
of money laundering or regulatory investigation into money laundering activities would likely result
in a revocation or suspension of our operating license. For more information regarding our
controls, see “Internal Controls and Anti-Money Laundering” and “Appendix IV — Summary of the
Review of Anti-Money Laundering Procedures, Systems and Controls”.

We may not be able to renew leases or other contractual arrangements for the use of
existing pachinko halls, or to obtain desirable sites for the expansion of our operations,
on satisfactory terms or at all

We lease properties to operate some of our pachinko halls. As at the Latest Practicable
Date, 49 of our pachinko halls were operated on land and/or premised leased by our Group.
Accordingly, rental fees account for a significant portion of our operating expenses. For the years
ended 31 March 2012, 2013 and 2014 and the six months ended 30 September 2014, the
operating lease rental expenses of our Group amounted to approximately ¥2,295 million, ¥2,362
million, ¥2,483 million and ¥1,399 million, respectively, representing approximately 7.6%, 7.2%,
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7.3% and 9.0% of our total revenue for the same periods. Our Directors believe that rental costs
that are suitable for operating our pachinko halls will likely increase in the future. Our operating
lease obligations expose us to potentially significant risks, including increasing our vulnerability
to adverse economic conditions, limiting our ability to obtain additional financing and reducing
our cash available for other purposes. The term of our lease agreements typically ranges from 3
to 20 years, and generally provides that we will return the land in its original condition upon
expiration or termination of the lease.

In respect of 21 of our pachinko halls, the landowners from whom we lease land hold title
to the land and we only hold title to the premises we construct on the land. We are therefore
required to demolish any properties that we construct on the land and return it to the lessor as
a vacant site. If we are unable to renew or otherwise do not renew these agreements in a timely
manner and on commercially reasonable terms or at all, we would have to demolish the pachinko
halls at those locations and surrender the land upon expiration of the lease term. Our Directors
currently estimate that the maximum potential demolition costs for each pachinko hall premise
shall be approximately ¥127.7 million excluding other costs.

We compete with other businesses for prime locations in a highly competitive market for
retail premises. There is no assurance that we will be able to enter into new lease agreements for
attractive locations or renew existing lease agreements on commercially reasonable terms, if at
all. Therefore, any inability to obtain leases for desirable pachinko hall locations on commercially
terms could have a material adverse effect on our business and results of operations.

After identifying a potential site for establishing a new pachinko hall, we must make the
relevant applications and obtain construction permits pursuant to the City Planning Act* (&1 &t
%) (Act No. 100 of 1968) and the Building Standard Act* (4 H%E%) (Act No. 201 of 1950).
We must also obtain prefectural approval for a license to operate a pachinko business at that site.
If we are unable to locate desirable sites and enter into lease agreements for sites on which we
intend to construct new pachinko halls, or obtain the requisite licences and/or approvals from the
relevant local authorities, we may not be able to expand our business and operations as planned.
Even with the requisite permits and approvals, we cannot assure you that the halls we establish
on the properties we identify will be successful or attract customers.

Our current pachinko hall locations may become unattractive, and we may not be able
to identify and obtain attractive new locations at reasonable terms, if at all

The success of any pachinko hall depends in substantial part on its location. There can be
no assurance that our current pachinko hall locations will continue to be attractive. The economic
conditions or demographic patterns of the neighbourhood where our pachinko halls are located
could decline in the future, thus potentially resulting in reduced sales and customer flow in these
locations.
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We may not be able to procure machines that continue to attract and retain customers
as player preferences and market trends evolve over time, or at desirable costs as
machine costs have increased steadily during the Track Record Period

As a pachinko hall operator, our revenue from pachinko and pachislot business is dependent
on the amount of money that customers spend playing on our machines. Therefore, to remain
competitive and maintain customer interest, we must constantly acquire and provide new and
varied pachinko and pachislot machines. Machine costs comprise a significant portion of our
operating expenses. Although we have been able to realise cost efficiencies due to our operating
scale and our machine procurement strategies, machine costs remain largely out of our control,
and average unit prices of pachinko machines have increased steadily during the Track Record
Period. While we collect information from our membership system and IT system on the utilisation
and performance of our machines in order to aid our machine procurement strategy, we cannot
assure you that the machines we procure and install at our pachinko halls will be well-received
by our customers. We also cannot assure you that the manufacturers from whom we source our
new machines will receive the requisite regulatory approvals for private brand machines we
develop and purchase. In addition, we cannot assure you that we will be able to accurately
anticipate changes in player preferences, industry trends or general changes in customer
behaviour or preferences, such as a redirection of leisure spending to other types of leisure and
entertainment activities. These factors individually or collectively could result in the reduced
utilisation of, and a corresponding decrease in revenue generated from, our machines. If our
machine procurement strategy fails to attract and retain customers, our business, results of
operations and financial condition may be adversely affected.

The inherent element of chance may affect payout ratios in spite of our adherence to
pachinko industry regulations and practice

Although the Amusement Business Law sets certain limits on the payout ratios of pachinko
and pachislot machines, pachinko and pachislot games are characterised by an inherent element
of chance that is beyond our control. Further, results of play are also affected by other factors,
including players’ skill and experience, the mix of games played, the financial resources of
players and the amount of time players spend on playing pachinko and pachislot games. These
factors, alone or in combination, have the potential to adversely impact our payout ratios, which
may materially and adversely affect our business, results of operations and financial condition.

The appraised values of our selected properties in Japan may be different from their
actual realisable values and are subject to variation, and if the actual realisable values
of such properties are substantially lower than their appraised value, there may be a
material adverse effect on our business, results of operations and financial condition

Our Property Valuer, has valued selected properties in Japan in which our Group has
interests as at 31 January 2015. See “Appendix Ill — Valuation Report on Selected Property
Interests” for the full text of their letter, summary of valuation and valuation certificates with
regard to such property interests.
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The appraised values of such selected properties are based on various assumptions. The
key assumptions include (among others): (1) transferable land use rights of the properties for their
respective terms at nominal annual land use fees have been granted and that any premium
payable has already been fully paid; (2) information and advice given by the Group regarding the
title to each of the properties and the interests of the Group in the properties; and (3) the Group
has an enforceable title to each of the properties and has free and uninterrupted rights to use,
occupy or assign the properties for the whole of the respective unexpired land use term as
granted.

If any of such assumptions prove to be inaccurate, the appraised values of these properties
may be materially affected. Accordingly, these appraised values may differ materially from the
price we could receive in an actual sale of the property in the market, and should not be taken
as their actual realisable value or a forecast of their realisable value. Unforeseeable changes to
regional economic conditions, may also affect the value of our properties. If the actual realisable
value of our property is substantially lower than its appraised value, it may have a material
adverse effect on our business, results of operations and financial condition.

We recorded net current liabilities at times during the Track Record Period

We recorded net current liabilities of ¥1,164 million and ¥877 million as at 31 March 2012
and 2013, respectively. Such net current liabilities primarily reflected: (i) payables for the current
portion of our obligations under finance leases from long terms leases of properties for our
pachinko and pachislot hall operations; and (ii) our short-term borrowings and the current portion
of our long-term borrowings, primarily to fund our construction and acquisition of pachinko halls,
and to a lesser extent our working capital. As at 30 September 2014, we had net current assets
of ¥2,416 million.

Our insurance coverage may not be adequate to cover all possible losses. In addition,
our insurance costs may increase and we may not be able to obtain the same level of
insurance coverage in the future

We maintain fire insurance for our pachinko halls and operating properties from fire damage.
We also maintain movable property insurance, which insures our movable property (such as
general prizes and G-prizes) from theft and burglary, and public liability insurance for third party
physical injuries and property damage, and labour and health insurance for our full-time
employees. Each policy contains certain customary exclusions. In addition, certain events such
as nuclear events, labour strikes, acts of war or terrorism, and epidemic outbreaks are excluded
from coverage by these insurance policies. We do not carry business interruption insurance
resulting from natural disasters such as droughts, floods, earthquakes or severe weather
conditions, any suspension or cessation in the supply of utilities and other calamities. Therefore,
certain acts and events could expose us to substantial uninsured losses. We may suffer business
disruption as a result of these events or be subject to claims by third parties who were injured
or harmed. Our insurance may not continue to be available on commercially reasonable terms
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and, in any event, may not be adequate to cover all losses. If we incur losses or damages for
amounts exceeding the limits of our insurance coverage, or for claims outside the scope of our
insurance coverage, our business, financial condition and results of operations could be
materially and adversely affected.

Moreover, we may be unable to renew or replace our existing insurance policies when they
expire on commercially reasonable terms, or at all, which could result in substantially higher
insurance costs, a reduction of our policy limits, certain exclusions from our coverage, an
increase of our deductibles, and/or a significant increase of our risk of loss or damage due to
uninsured events. In addition, any failure to renew or replace an insurance policy that may be
required under our various credit and other material agreements may affect our ability to operate.
Failure to satisfy these requirements could result in an event of default under these credit or other
material agreements and have a material adverse effect on our business, financial condition,
results of operations and prospects.

Our use of derivatives to manage and reduce financing risks may adversely affect our
financial condition and results of operations

We utilise derivative instruments to reduce the risk in interest payable in financing by
changing floating rates to fixed rates for our long-term loans payable. However, we may not be
able to successfully manage our risk through the use of derivatives. For example, we have
entered into interest rate swap contracts to manage these risks with various counterparties, but,
due to reasons out of our control, our counterparties may fail to honour the terms of their
derivatives contracts with us, and we may be exposed to additional risks. Alternatively, our ability
to enter into derivative transactions may be adversely affected if our credit ratings are
downgraded. Ineffective management of our derivatives contracts or an inability to enter into
new, and maintain existing, derivatives contracts to reduce our financing risks may adversely
affect our financial condition and results of operations.

Our Controlling Shareholders have the ability to exercise substantial influence or control
over us, which allows them to influence or control our business in ways that might not
be in the interests of other Shareholders

Upon completion of the Global Offering, the Taniguchi Consortium will own a total of
approximately 69.5% of our total number of issued Shares. Members of the Taniguchi Consortium
are associates of each other under the Listing Rules, and persons acting in concert with each
other within the meanings under the Takeovers Code. As a result, for the foreseeable future,
through their voting control, the Taniguchi Consortium will be able to exercise substantial
influence over our operations and business strategy, such as matters related to the composition
of our Board of Directors, selection of our senior management, our overall strategic and
investment decisions, issue of securities and adjustment to our capital structure, amendments to
our Articles, and other corporate actions requiring approval of our Shareholders, including a
merger, consolidation or sale of our assets, or any other change of control event that may benefit
our other Shareholders generally. Many of these actions are permitted to be taken without the
approval of our Independent Non-executive Directors or other Shareholders. Such voting control
may discourage certain types of transactions, including those involving an actual or potential
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change of control. To the extent permitted under the Listing Rules and all applicable laws and
regulations the Taniguchi Consortium may exercise control over us in ways that conflict with the
interests of our other Shareholders, and you as a minority Shareholder could be disadvantaged.

From time to time, we may be involved in legal disputes or proceedings

We may at times be involved in potential legal disputes or proceedings during the ordinary
course of business operations relating to, among other things, employees’ claim, labour disputes
or contract disputes, that could have a material and adverse effect on our reputation, operation
and financial condition. Regardless of the outcome, these disputes may lead to legal or other
proceedings and may result in substantial costs and the diversion of resources and
management’s attention. We may also have disagreements with regulatory bodies in the course
of our operations, which may subject us to administrative proceedings and unfavourable
decisions that result in penalties being imposed on us. In such cases, our business, results of
operations and financial condition could be materially and adversely affected.

RISKS RELATING TO THE PACHINKO INDUSTRY
We face intense competition in Japan

The pachinko industry in Japan is highly competitive. As at 31 December 2013, there were
over 3,800 pachinko hall operators throughout Japan, according to EBI, and we owned 54
pachinko halls out of a total of approximately 11,893 halls in Japan. In 2013, due to the
fragmented nature of the pachinko industry, our market share based on total gross pay-ins was
1.3%, while our market share based on the total number of halls in Japan was 0.5%. Some of our
competitors may have been in business longer than we have and may have substantially greater
financial, research and development, marketing and other resources, or even greater experience
or brand recognition.

Our major competitors are large pachinko operators, who have extensive experience and an
established presence in the pachinko business as well as the capital resources to implement
expansion plans. They may have greater access to financial, marketing or management resources
than we do, have greater brand recognition or provide a different array of pachinko and other
games. We cannot assure you that our development strategies for our pachinko halls will enable
us to successfully compete with those of our competitors. It is also possible that there will be
consolidation in the pachinko industry among our competitors, or alliances may develop among
competitors that may rapidly acquire significant market share.

We also face competition from other types of entertainment and gaming activities (especially
in urban areas), such as web-based gaming, and potentially interactive gaming channels. For
example, social networking websites in Japan such as Mixi, and mobile phone gaming
applications such as Mobage, have introduced alternative gaming platforms which may compete
with our pachinko gaming business. In particular, the Diet was previously examining a bill
legalising the operations of casinos in Japan in 2014, though, as advised by our Japan Legal
Adviser, this bill has since been discarded and there is no longer any formal legislative procedure
to consider the legalisation of casino operations in Japan. In any case, if casino operations are
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eventually legalised, this means we may also face competition from casinos and other gaming
venues. If our current or target customers choose to participate in these activities rather than our
pachinko games, our operations and revenue from pachinko and pachislot hall operations would
be negatively impacted.

If we cannot effectively compete with our current or potential competitors, our business,
results of operations, financial condition and prospects may be materially and adversely affected.

There could be a change in regulatory or governmental policies (or their interpretations)
that affect the pachinko industry

The pachinko industry is subject to multiple Japan laws, regulations and prefectural
ordinances. For example, under the Amusement Business Law, pachinko hall operators must,
prior to establishing each pachinko hall, obtain an operating licence from the Public Safety
Commission of the relevant prefecture. The Public Safety Commission has the authority to
impose conditions on the license, or even cancel the license or suspend operations, for example
if the pachinko hall operator violates the Amusement Business Law or other applicable laws and
regulations. The Amusement Business Law and its enforcement regulations also regulate many
other aspects of pachinko hall operations, such as the maximum value of balls or tokens that may
be put into play per minute, payout ratios of machines and advertising.

There is limited precedent interpreting and applying the Amusement Business Law and its
enforcement regulations for pachinko operations. An administrative body may issue new or
modified regulations, or a court or administrative or regulatory body may render a new
interpretation of current laws and regulations, which may require us to significantly change the
ways in which we operate or impose additional obligations on us as a pachinko hall operator. For
example, a regulation was adopted in 2004 with the aim of de-emphasising the gambling nature
of pachislot games, setting a cap on the potential payout value of bonus rounds that could be
accumulated during the course of play. This regulation resulted in a sharp drop in the popularity
of pachislot, which adversely impacted the operating results of pachinko operators across the
industry, including us. See “Financial Information — Significant Factors Affecting Our Results of
Operations and Financial Conditions — Factors Affecting Results of Operations — Policies and
Regulations Relating to the Pachinko Industry”. In addition, according to EBI, there have been
discussions about the introduction of a pachinko tax, although no legislative process has taken
places yet. If such additional tax is indeed imposed, the pachinko industry as a whole may be
negatively impacted. Further, our business, result of operations, financial condition and
prospects may be adversely affected.

Any future regulatory changes could be difficult to comply with, limit our ability to expand
our business, or increase the time, cost and other resources required to maintain compliance,
any of which could materially and adversely affect our business, result of operations, financial
condition and prospects.
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There are legal uncertainties with respect to the operation of our business under the
Three Party System

Gambling is a criminal offence under the Penal Code. Further, the Amusement Business Law
and other local regulations prohibit pachinko hall operators from being involved in the exchange
of prizes by customers, whether directly or indirectly, for cash or securities. In order to ensure
compliance with such laws and regulations, the pachinko industry has developed the “Three
Party System”, which is an industry practice for the sale and purchase of G-prizes exchanged by
a customer playing at a hall. The parties under the Three Party System include: (1) pachinko hall
operators (such as ourselves); (2) G-prize buyers; and (3) G-prize wholesalers. See “Business —
Pachinko and Pachislot Hall Operations — Three Party System” and “Applicable Laws and
Regulations” for more details.

Various courts of Japan (including the Supreme Court (& #: 7)) and the National Police
Agency have made rulings or interpretations in relation to the legality of the Three Party System.
Our Japan Legal Adviser has also advised us in this regard. See “Applicable Laws and
Regulations — C. Legality of Pachinko Businesses and the Three Party System” for details. That
being said, there is still currently no law that explicitly or directly confirms the legality of the Three
Party System. We cannot assure you that the Three Party System will not, in the future, be
deemed to violate the Amusement Business Law or that pachinko and pachislot games will not
be deemed to constitute a “gambling” offence under the Penal Code. Any such determination
would materially and adversely affect our business, results of operations, financial condition and
prospects.

The pachinko industry has been experiencing a downward trend in market size and,
compounded by an ageing customer base, may have an adverse effect on our business
and results of operations

According to EBI, the pachinko industry has been experiencing a downward trend in market
size. This was since the early 2000’s, due in part to the introduction of legislation de-emphasising
the gaming nature of pachislot machines by reducing the size of jackpots and in part to the
competition from other forms of entertainment such as video games and the internet which are
readily available on their mobile phones. Players that are attracted to the chance element of the
game (to win a larger amount of prizes) may seek other forms of gaming while players that are
more attracted to the entertainment aspect of the game remain. As a result, the pachinko industry
is expected to continue to experience a downward trend from 2014 to 2018 with total gross
pay-ins declining from approximately ¥17.3 trillion in 2014 to approximately ¥16.1 trillion in 2018.

The downward trend in market size is also compounded by the ageing population in Japan.
The age demographic in Japan is such that the younger spectrum of the population is gradually
decreasing while the older spectrum of the population is gradually increasing. According to EBI,
it is not likely for players to begin playing pachinko and pachislot in their 30’s or above and
approximately 90% of players begin playing pachinko and pachislot in their 20’s. If the pachinko
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industry is unable to attract players in their 20’s, the customer base of the pachinko industry may
be reduced over time and the industry may lose competitiveness to other entertainment
industries. In 2013, the majority of players were from the age group of 30’s and above 60’s,
representing 22.5% and 29.6% of the entire pachinko and pachislot player population,
respectively. The ageing population in Japan may hinder the growth of our business in the long
run, as a slower growth in the population of the ten prefectures where we operate our pachinko
halls means that there will be less potential customers. As such, failure to attract the younger
generation to play pachinko and pachislot together with an ageing customer base may result in
a decline in the demand of pachinko and pachislot. See “Industry Overview — The Pachinko
Industry in Japan — Key Trends of the Pachinko Industry in Japan” for details. An overall
reduction in the size of the pachinko industry and the ageing population in Japan may have an
adverse effect on our business, results of operations and financial condition.

RISKS RELATING TO THE GLOBAL OFFERING

If we fail to comply with the applicable laws of Japan or the Gambling Ordinance
(Chapter 148 of the Laws of Hong Kong), the Stock Exchange may suspend the dealings
in our Shares or cancel our Listing

The Stock Exchange issued a Guidance Letter HKEx-GL71-14 titled “Gambling Activities
Undertaken by Listing Applicants and/or Listed Issuers” in January 2014, which applies to the
operation of gambling activities by listed companies. Our Japan Legal Adviser has confirmed that
our pachinko operations do not constitute “gambling” under, and do not violate, the Penal Code.
See “Applicable Laws and Regulations”. Nevertheless, if the Stock Exchange still deems our
operations to be gambling activities, pursuant to Guidance Letter HKEx-GL71-14, if our pachinko
operations (i) fail to comply with the applicable laws in the areas where such activities operate
(namely, Japan), and/or (ii) contravene the Gambling Ordinance (Chapter 148 of the Laws of Hong
Kong), we or our business may be considered unsuitable for listing under Rule 8.04 of the Listing
Rules. Depending on the circumstances of the case, the Stock Exchange may require us to take
remedial actions, and/or may suspend the dealings in, or may cancel the listing of, our Shares
pursuant to Rule 6.01 of the Listing Rules.

There has been no prior public market for our Shares and an active trading market for
our Shares may not develop or be sustained

Prior to the Global Offering, there was no public market for our Shares. Following the
completion of the Global Offering, the Stock Exchange will be the only market on which the
Shares are publicly traded. While we have applied to list and deal in our Shares on the Stock
Exchange, we cannot predict the extent to which investor interest in our Company will lead to the
development of a trading market on the Stock Exchange or otherwise or how active and liquid
that market may become. If an active and liquid trading market does not materialise, you may
have difficulty selling any of our Shares that you purchase. The Offer Price of the Offer Shares was
the result of negotiations between us and the Sole Global Coordinator (on behalf of the
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Underwriters), and it may not necessarily be indicative of the market price of our Shares after the
Global Offering is complete. An investor who purchases Shares in the Global Offering may not be
able to resell such Shares at or above the Offer Price and, as a result, may lose all or part of the
investment in such Shares.

The market price and trading volume for our Shares may be volatile

The price and trading volume of our Shares may be highly volatile. Factors such as global
and local economic conditions, the foreign currency exchange rate between the Japanese Yen
and the Hong Kong dollar, variations in our operating results, earnings and cash flows and
announcements of new investments, strategic alliances and/or acquisitions, could cause the
market price of our Shares to change substantially. Any such developments may result in large
and sudden changes in the volume and price at which our Shares will trade. We cannot assure
you that these developments will not occur in the future. In addition, shares of other companies
listed on the Stock Exchange have experienced substantial price volatility in the past, and it is
possible that our Shares will be subject to changes in price that may not be directly related to our
financial or business performance. As a result, investors in our Shares may experience volatility
in the market price of our Shares and a decrease in the value of our Shares regardless of our
operating performance or prospects.

Since there will be a gap of several days between pricing and trading of our Offer
Shares, holders of our Offer Shares are subject to the risk that the price of our Offer
Shares could fall when the trading of our Offer Shares begins

The Offer Price of our Shares is expected to be determined on the Price Determination Date.
However, our Shares will not commence trading on the Stock Exchange until they are delivered,
which is expected to be about five business days after the Price Determination Date. As a result,
investors may not be able to sell or otherwise deal in our Shares during that period. Accordingly,
holders of our Shares are subject to the risk that the price or value of our Shares could fall when
trading begins as a result of adverse market conditions or other adverse developments that could
occur between the time of sale and the time trading begins.

Your interest may be diluted as a result of additional equity fund-raising

We may need to raise additional funds in the future to finance further expansion of, or new
developments relating to, our existing operations. If additional funds are raised through the issue
of new equity or equity-linked securities of our Company other than on a pro-rata basis to existing
Shareholders, the percentage ownership of such Shareholders in our Company may be reduced,
thereby resulting in dilution. Furthermore, such newly issued securities may confer rights,
preferences or privileges superior to those of the existing Shares.
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Substantial future sales or speculated sales of our Shares in the public market could
cause the price of our Shares to decline

Sales of our Shares in the public market after the Global Offering, or speculation that these
sales could occur, could cause the market price of our Shares to decline. Upon completion of this
Global Offering, we will have 1,195,850,460 Shares outstanding, or 1,240,850,460 Shares
outstanding if the Underwriters exercise their Over-allotment Option. Certain holders of our
Shares will be able to sell their Shares upon the expiration of certain lock-up periods. See
“Underwriting” for details. We cannot predict what effect, if any, market sales of securities held
by our significant Shareholders or any other Shareholders or the availability of these securities for
future sale will have on the market price of our Shares.

The final Offer Price of our Shares may be higher than our net tangible asset value per
Share, and if so purchasers of our Shares in the Global Offering will experience
immediate dilution

If you purchase our Shares in the Global Offering, depending on the final Offer Price, you
may pay more for your Shares than our net asset value on a per Share basis. As a result, investors
of our Shares in the Global Offering may experience an immediate dilution in the net tangible
asset value and our existing Shareholders may receive an increase in the pro forma adjusted
combined net tangible asset value per Share of their Shares. In addition, holders of our Shares
may experience a further dilution of their interest if we issued additional Shares in the future,
including pursuant to an exercise of the Over-allotment Option.

We may need to raise additional funds in the future to finance further expansion or new
developments relating to our existing operations. If additional funds are raised through the
issuance of new equity or equity-linked securities of our Company other than on a pro-rata basis
to existing Shareholders, the percentage ownership of such Shareholders in our Company may
be reduced and such new securities may confer rights and privileges that take priority over those
conferred by the Shares.

Dividends paid in the past should not be treated as indicative of future dividend
payments or our future dividend policy

During the Track Record Period we declared and paid dividends in the amount of ¥110
million, ¥110 million, ¥183 million and ¥183 million for the years ended 31 March 2012, 2013 and
2014 and for the six months ended 30 September 2014, respectively. Purchasers of the Offer
Shares in the Global Offering will not be entitled to these dividends. These dividends were
financed by our internal resources. Future dividends on our Shares will be declared by, and are
subject to the sole and absolute discretion of, our Board of Directors in accordance with our
Articles of Incorporation (subject to financial covenants and other restrictions that may exist with
respect to financing arrangements or other agreements we may enter into). The payment and the
amount of any dividends will depend on our earnings, financial condition, results of operations,
cash flows, statutory and regulatory restrictions on the payment of dividends by us, future
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prospects and other factors that our Directors may consider relevant. We cannot assure you that
future dividends will be declared or paid in an amount equivalent to or exceeding historical
dividends. Therefore, you should be aware that historical dividends are not indicative of the
amount or frequency of future dividends or our future dividend policy.

For a discussion of our dividend policy, see “Financial Information — Dividend Policy”.

We are a holding company and our ability to pay dividends is dependent upon the
earnings of, and distributions by, our subsidiaries

We are a holding company incorporated under the laws of Japan. All of our business
operations are conducted through our subsidiaries, and we are dependent upon our subsidiaries
for all of our cash flow. Our ability to pay dividends is dependent upon the earnings of our
subsidiaries and their distributions of funds to us, primarily in the form of dividends. The ability
of our subsidiaries to make distributions to us depends upon, among other things, their
distributable earnings and their ability to service their debt obligations. Under Japan law and our
Articles, payment of dividends is permitted by our Board’s resolution within the Distributable
Amount calculated under the Japan Companies Act. Subject to any applicable tax treaties,
dividends payable to our Shareholders are subject to a withholding tax of up to 20.420%.
Dividends paid by our subsidiaries are subject to a withholding tax in Japan of 20.420%, which
can be offset against the corporate tax payable by our Company. In case the amount of corporate
tax payable by our Company is lower than such withholding tax, the shortfall will be refundable.
We have been advised that as at the Latest Practicable Date, there was no withholding tax for
dividends in Hong Kong. Other factors such as cash flow conditions, restrictions on distributions
contained in our subsidiaries’ articles of incorporation, restrictions contained in their debt
instruments, withholding tax and other arrangements will also affect our subsidiaries’ ability to
make distributions to us. These restrictions could reduce the amount of distributions that we
receive from our subsidiaries, which in turn would restrict our ability to fund our operations and
pay dividends on the Offer Shares.

Fluctuations in exchange rates could affect the actual amounts of dividends paid to our
Shareholders

All Shareholders other than CCASS Beneficial Owners have the option of receiving dividends
in either Japanese Yen or Hong Kong dollars. Because we currently generate all our revenue in
Japan, the cash dividends on our Shares, if any, will be declared in Japanese Yen, but may be
paid in Hong Kong dollars to our CCASS Beneficial Owners and our Shareholders who elect to
receive dividends in Hong Kong dollars. Our CCASS Beneficial Owners may only receive
dividends in Hong Kong dollars. Any significant devaluation of the Japanese Yen may materially
and adversely affect the value of, and any dividends payable on, our Shares in Hong Kong dollars.
For example, a depreciation of the Japanese Yen against the Hong Kong dollar may reduce the
Hong Kong dollar equivalent of our dividends.
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Certain statistics, projected industry data and other information relating to the economy
and the pachinko industry in Japan contained in this Prospectus are derived from third
party market research reports or news sources and may not be reliable

Statistics, projected industry data and other information relating to the economy and the
industry contained in this Prospectus have been derived from various publications with
information provided by a Japanese third party market research company. We cannot assure you,
or make any representation, as to the accuracy, completeness, quality or reliability of such
information. Neither we nor any of our respective affiliates or advisors, nor the Sole Global
Coordinator, the Sole Sponsor, the Sole Bookrunner, the Sole Lead Manager or any of their
respective affiliates or advisors, have prepared or independently verified the accuracy or
completeness of such information directly or indirectly derived from the third party market
research report. Due to possible flawed collection methods, discrepancies between published
information, different market practices or other problems, the statistics, projected industry data
and other information relating to the economy and the industry derived from the third party
market research report may be inaccurate or may not be comparable to or consistent with
information available from other sources and should not be unduly relied upon. In all cases, you
should give careful consideration as to how much weight or importance you should attach or
place on such statistics, projected industry data and other information relating to the economy
and the industry.

Forward-looking statements contained in this Prospectus are subject to risks and
uncertainties

This prospectus contains certain statements that are “forward-looking” and uses forward
looking terminology such as “anticipate”, “estimate”, “believe”, “expect”, “may”, “plan”,
“consider”, “ought to”, “should”, “would”, and “will”. Those statements include, among other
things, the discussion of our growth strategy and the expectations of our future operation,
liquidity and capital resources.

Purchasers of our Offer Shares are cautioned that reliance on any forward-looking statement
involves risks and uncertainties and that, any or all of those assumptions could prove to be
inaccurate and as a result, the forward-looking statements based on those assumptions could be
incorrect. The uncertainties in this regard include those identified in the risk factors discussed
above. In light of these and other uncertainties, the inclusion of forward-looking statements in this
Prospectus should not be regarded as representations or warranties by us that our plans and
objectives will be achieved and these forward-looking statements should be considered in light
of various important factors, including those set forth in this section. We do not intend to update
these forward-looking statements in addition to our on-going disclosure obligations pursuant to
the Listing Rules or other requirements of the Stock Exchange. Investors should not place undue
reliance on such forward-looking information. See “Forward-looking Statements”.
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You should read the entire Prospectus carefully and we strongly caution you not to place
any reliance on any information contained in press articles or other media, including, in
particular, any financial projections, valuations or other forward looking information

There has been media coverage in certain news publications regarding us and the Global
Offering which includes certain projections, valuations and other forward looking information that
are not directly attributable to statements made by us. We wish to emphasise to potential
investors that we do not accept any responsibility for the accuracy or completeness of any press
articles or other media and that such press articles or other media were not prepared or approved
by us. We make no representation as to the appropriateness, accuracy, completeness or
reliability of any of the projections, valuations or other forward looking information, or of any
assumptions underlying such projections, valuations or other forward looking information,
included in or referred to by the media. To the extent that any such statements are inconsistent,
or conflict, with the information contained in this Prospectus, we disclaim them. Accordingly,
prospective investors should not rely on any such information contained in press articles or other
media. Potential investors making a decision as to whether to apply for Shares should rely solely
on the information contained in this Prospectus and the Application Forms and not place any
reliance on any other information.

62




KEY JAPAN LEGAL AND REGULATORY MATTERS

Our Company is a stock company* (¥ &%) incorporated under the Japan Companies
Act and our entire business operation is conducted in Japan. We are therefore subject to the
Japan Companies Act and other applicable laws and regulations in Japan. The legal and
regulatory regime in Hong Kong differs in certain material aspects from that in Japan. Set out
below is a summary of certain provisions under our Articles, the Japan Companies Act and
other relevant legislations, regulations, rules and policies in Japan that we consider may be
material to our Shareholders and potential investors. As the information contained below is in
summary form, it does not contain all of the information that may be important to you as
potential investors. If you are in any doubt about any content of this section or
information contained in this Prospectus in general, you should obtain independent
professional advice.

A. BEARER SHARES

Under Japan law, our Shares are “bearer shares” in nature. A bearer, or a physical holder,
of a share certificate issued by our Company is recognised as the owner of the Shares
represented by it. Ownership of our Shares can be transferred simply by the delivery of our share
certificates, with or without the transferor and the transferee having signed any document
evidencing such transfer. This creates inherent risks for Shareholders and potential investors who
choose to hold our Shares by physical possession of share certificates.

Set out below is a summary of certain aspects of Japan law provisions relevant to the
ownership and transfer of our “bearer shares”, the risks associated with these provisions and our
recommended measures for our Shareholders and potential investors to mitigate these risks.

Ownership and title

Under the Japan Companies Act, if a company states in its articles of incorporation* (& X)
that physical share certificates must be issued for its shares, its shares are “bearer shares”. Our
Articles provide that our Company must issue physical share certificates for our Shares, and our
Shares are as such “bearer shares” in nature. Japan law provisions regarding the ownership of,
and the title to, our bearer Shares are significantly different from those under the laws of Hong
Kong and other common law jurisdictions.

General provisions under Japan law

With respect to a company with “bearer shares”, Japan law generally recognises a bearer,
or a physical holder, of a share certificate as the owner of the shares represented by such share
certificate, regardless of whether the name of that bearer appears on such share certificate. It is
generally recognised under Japan law for the ownership of the shares of a Japan company to be
transferred simply by the delivery of share certificates, with or without the transferor and the
transferee having signed any document evidencing such transfer. Bearers, or physical holders of
share certificates are presumed under Japan law to have legal rights over the shares represented
by such certificates.
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Notwithstanding these Japan law provisions, it is provided under our Articles and the Japan
Companies Act that title to our Shares shall not be perfected against our Company until and
unless a person’s name and address are recorded in our Share Register. Under article 130 of the
Japan Companies Act, a company is not obliged to treat anyone as a shareholder unless and until
he/she is registered as a shareholder on its share register. As an enhanced measure of
Shareholders’ protection, our Articles provide that our Company shall not associate any
Shareholder’s right (such as voting rights and rights to receive dividends) with any person unless
his/her name appears on our Share Register in reliance on the above provision under the Japan
Companies Act. Our Japan Legal Adviser has confirmed that the aforementioned Articles
provisions are in compliance with all relevant Japan law.

Our Company is required under Japan law to register bearers, or physical holders of our
share certificates as a Shareholder in our Share Register without any onerous condition unless
we have reasonable grounds not to do so.

Failure to register interests in our Shares in our Share Register could result in the
misappropriation or loss of a Shareholder’s rights. In particular, under Japan law, our Company
does not have the right to take action on a Shareholder’s failure to disclose his/her interests to
our Company. Hence, potential investors are strongly cautioned to register your interests in our
Shares in our Share Register after you have properly acquired title in our Shares, following the

procedures set out in “— Transfer of Shares” in this section below.

Risks associated with bearer shares

Our “bearer shares” create inherent risks for our Shareholders and potential investors who
choose to hold our Shares by physical possession of our share certificates. These risks include:

(i) lost or destroyed share certificates - Shareholders and potential investors might lose
the ownership and value of our Shares represented by a share certificate if it is lost or
destroyed;

(i) unauthorised third party acquiring the Shares - an unauthorised third party coming into
possession of a lost share certificate might seek to be recognised as a Shareholder,
thereby acquiring the ownership and value of the Shares represented by the lost share
certificate and the rights attached to those Shares; and

(iiiy non-transferability - Shareholders and potential investors who have reported a lost or
destroyed share certificate to our Company will not be able to register a transfer of the
Shares represented by the lost or destroyed share certificate or otherwise deposit such
Shares into CCASS for trading on the Stock Exchange during a mandatory one-year
waiting period prescribed under Japan law.
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See “— A. Bearer Shares — Lost / destroyed share certificates” in this section below for
details of the consequences for our Shareholders and potential investors if their share certificates
are lost or destroyed. Potential investors may also refer to “Understanding the Risks of Investing
in Overseas Issuers” in the Stock Exchange’s website, “Investor Relations — Key Japan Legal
and Regulatory Matters” in our Company’s website, or the circulars despatched by HKSCC to the
CCASS Participants from time to time.

To mitigate the risks associated with our “bearer shares”, we recommend a number of
measures for our Shareholders and potential investors and have adopted certain voluntary
measures, both of which are set out below.

Recommended measures for our Shareholders and potential investors

1. Holding your investments through CCASS - CCASS Beneficial Owners, who are investors of
our Company holding their underlying interests in our Shares through CCASS, are not
exposed to the risks associated with our “bearer shares” as they do not physically possess
our share certificates. Interests of CCASS Beneficial Owners are essentially held and traded
in scripless, or paperless, form within CCASS. To become a CCASS Beneficial Owners,
apply for the Hong Kong Offer Shares by completing the YELLOW Application Forms or
giving electronic instructions to HKSCC. See “How to Apply for Hong Kong Offer Shares” for
details.

Due to certain Japan legal and regulatory provisions, CCASS Beneficial Owners are subject
to the following disadvantages:

(i)  Withholding tax: CCASS Beneficial Owners are subject to an initial withholding tax
rate of 20.420% on dividend payments as our Company is unable to ascertain the
identity, and consequently the tax residence, of the CCASS Beneficial Owners. This tax
rate is, in general, higher than that applicable to Shareholders who hold their
investments in our Company by physical possession of share certificates. CCASS
Beneficial Owners may apply for a refund of taxes withheld in excess to the National
Tax Agency in Japan but there may be delays in obtaining the refund payments. See
“— E. Taxation” in this section below for details.

(i)  Currency of dividend payment: unlike Shareholders who hold their investments in
our Company by physical possession of share certificates, CCASS Beneficial Owners
do not have the option to elect the currency of their dividend payments. All dividends
payable to the CCASS Beneficial Owners will be in Hong Kong Dollars. See “— C.
Shareholders’ Rights — Dividends — Currency of Dividend Payments” in this section
below for details.
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(i) Shareholders’ rights: CCASS Beneficial Owners are not recognised as a Shareholder
under Japan law and are not presumed to be entitled to Shareholders’ rights. They rely
on HKSCC Nominess to exercise the rights on their behalf in the same way it does for
shareholders of other companies listed on the Stock Exchange the shares of which are
deposited into CCASS.

(iv) Inspection of Share Register: CCASS Beneficial Owners are not recognised as a
Shareholder under Japan law and they may not inspect our Share Register unless

allowed to do so under the Personal Information Protection Act. See “— C.
Shareholders’ Rights — Inspection of our Share Register” for details.

(v) Voting on last-minute amendments: under Japan law, after the convocation notice
of a general meeting has been despatched, a Shareholder is permitted to propose
last-minute amendment(s) to the matters included in an existing meeting agenda of a
general meeting without any prior notice, if a matter of similar nature is included in the
original meeting agenda. CCASS Beneficial Owners, who customarily do not attend
general meetings in person, may lose the chance to vote on a last-minute amendment
at their own will. See “— B. Shareholders’ Meetings — Request for last-minute
amendment to a meeting agenda” for details.

“

Despite these disadvantages, given the risks associated with our “bearer” Shares (which are
very significant in the opinion of our Directors), it is our Board’s strong recommendation
that potential investors should hold your investments in our Company through
CCASS.

2. Surrendering your share certificates - Shareholders and potential investors who choose to
invest outside CCASS and physically possess our share certificates are recommended to
surrender their share certificates to our Company. Surrendered share certificates will be
cancelled and the risks associated with our “bearer shares” will no longer apply. However,
before a Shareholder may transfer or trade the Shares represented by a surrendered share
certificate or otherwise deposit the Shares into CCASS, they must wait for a period of up
to six business days for a new share certificate to be re-issued. See “— A. Bearer Shares
— Share certificate surrender” in this section below for details. Successful applicants or
partially successful applicants of the Hong Kong Offer Shares wishing to surrender their
share certificates should apply through our Hong Kong Share Registrar immediately upon
receipt of their share certificates.

Share certificates will be sent to successful or partially successful applicants by registered
post. If you do not elect to adopt the recommended measures above, you run the risks
associated with our “bearer shares” and are highly cautioned to, above all, safe-keep your
physical share certificates at all times.
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Voluntary measures adopted by our Company

We have put in place the following voluntary measures to minimise your exposure to the
risks associated with our “bearer shares” for our Shareholders other than CCASS Beneficial
Owners:

1. Registration of share transfers

Upon Listing, our Company will be subject to certain requirements in Hong Kong to register
transfers of our Shares and other documents relating to or affecting the title to our Shares. These
include paragraph 1(1) of Appendix 3 to the Listing Rules and the Stamp Duty Ordinance. To
comply with these requirements, we have amended our Articles to adopt the following internal
procedures for share certificates and share transfers:

(i) our Company will issue share certificates in registered form with the names and
addresses of our Shareholders imprinted thereon;

(i) any person seeking to have his/her name and address recorded as a Shareholder in our
Share Register must present an instrument of transfer and/or a contract note duly
stamped pursuant to the Stamp Duty Ordinance and executed by such person (as
transferee) and the original holder of the relevant Shares (as transferor) whose name(s)
appear on the relevant share certificate and our Share Register (the “record
Shareholder”);

(iiiy our Company will regard a standard transfer form customarily adopted by listed
companies on the Stock Exchange or a transfer form printed at the back of the share
certificates as an acceptable instrument of transfer and/or a contract note referred to
in paragraph (i) above;

(iv) where the transferor or transferee is a clearing house, execution by hand or
machine-imprinted signature will be accepted for the purpose of paragraphs (ii) and (iii)
above; and

(v) our Share Register maintained in Hong Kong will be our sole and principal share
register.

See “— A. Bearer Shares — Transfer of Shares” in this section below for detailed procedural
and documentary requirements. Our Directors have undertaken to the Stock Exchange not to put
forward any proposal to our Shareholders which would otherwise revoke these Articles provisions
so long as our Shares are listed on the Stock Exchange, unless and until our Company ceases
to issue share certificates upon implementation of a scripless, or paperless securities market on
the Stock Exchange.

Our Japan Legal Adviser is of the view that the Articles provisions set out above should be
permissible under the applicable Japan laws and regulations that are currently in force as at the
date of this Prospectus. This is on the basis that (i) we are allowed under Japan law to impose
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documentary and procedural requirements to register a person as a Shareholder in our Share
Register if we have reasonable grounds to do so; and (ii) our obligations to, as a company listed
on the Stock Exchange, comply with paragraph 1(1) to Appendix 3 to the Listing Rules and the
Stamp Duty Ordinance would likely be regarded as a reasonable ground; and (iii) the Articles
provisions set out above are disclosed to our Shareholders and potential investors in this
Prospectus.

Notwithstanding the views of our Japan Legal Adviser above, you should note that the
Articles provisions set out above have not been tested in a Japan court. It is possible for a bearer,
or physical holder, of our share certificate to initiate legal proceedings against these Articles
provisions and require a Japan court to recognise him/her as a Shareholder of our Company. We
consider that the likelihood of these legal proceedings is remote, as substantially all potential
investors are expected to hold their investments in our Company through CCASS as in the case
of most companies listed on the Stock Exchange. Nevertheless, we have been advised by our
Japan Legal Adviser that our Articles provisions are highly likely to be upheld by a Japan court.

See “Risk Factors — Risks Relating to Key Japan Legal and Regulatory Matters — Our
Shares are “bearer shares” in nature and there are significant risks associated with physical
possession of Share certificates and “Risk Factors — Risks Relating to Key Japan Legal and
Regulatory Matters — Our Articles provisions on the registration of share transfers are not
judicially precedented in Japan and may be challenged in court” for the residual risks associated
with our “bearer shares” despite the internal rules we put in place.

CCASS Beneficial Owners are not subject to the Articles provisions above and may trade,
transfer and deal in our Shares electronically under the customary procedures in Hong Kong and
arrangements made with their respective securities brokers.

2. Single Share Register maintained in Hong Kong

To minimise the risks exposed to our Shareholders and potential investors in respect of our
“bearer” Shares, our Articles provide that our Hong Kong Share Registrar will maintain our Share
Register, which will be our sole and principal share register, in Hong Kong upon Listing. All issued
Shares of our Company will be registered in our Share Register and subject to the Articles
provisions set out in “— A. Bearer Shares — Voluntary Measures adopted by our Company — 1.
Registration of Share Transfers” in this section above. This includes any application for
registration of share transfer lodged with our headquarters in Japan. See “— A. Bearer Shares
— Transfer of Shares” in this section below for details.

Our Japan Legal Adviser has confirmed that there is no provision under Japan law under
which our Company is required to appoint a share registrar or transfer agent based in Japan or
maintain a share register within the Japanese territory. Our Hong Kong Share Registrar will be
responsible for the customary share registrar duties as required under the Listing Rules.
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3. Adoption of scripless securities model

As a permanent solution to the risks associated with our “bearer shares”, our Company has
undertaken to use all reasonable endeavours to, subject to Shareholders’ approval, adopt the
scripless, or paperless securities model as soon as all relevant legislations, rules and regulations
have been enacted and in place for the implementation of a scripless securities market on the
Stock Exchange. Under the scripless securities model currently proposed by the Stock Exchange
and the SFC, our Company will cease to issue share certificates and all risks associated with our
“bearer shares” will no longer apply.

The relevant legislative changes to implement a scripless securities market on the Stock
Exchange have been gazetted and tabled at the Legislative Council of Hong Kong in June 2014.

Transfer of Shares

Our Articles provide that transfers of our Shares are free from restrictions or limitation and
do not require approval from our Board of Directors or Shareholders. Set out below are the
procedures and documentary requirements for registering a share transfer in our Share Register.

Shareholders outside CCASS (WHITE Application Form /| White Form elPO applicants
under the Hong Kong Public Offering)

Shareholders who choose to invest outside CCASS may lodge an application for registering
a transfer in our Share Register either with our Hong Kong Share Registrar or our Company’s
headquarters in Japan, subject to the same documentary requirements:

Hong Kong Share Registrar Headquarters in Japan

Address . .......... Shops 1712-1716, 1-39 Hohaccho 1-chome,

17/F Hopewell Centre, Koriyama-shi,

183 Queen’s Road East, Fukushima,

Wan Chai, Japan

Hong Kong
Office hours .. ... .. 9:00 a.m. to 4:30 p.m. 9:00 a.m. to 5:00 p.m.

(Hong Kong time) (Japan time)
Processing time . ... up to ten business days ten business days
Documentary Applicants for registration of share transfers are required to produce

requirements . . . .. the following documents, or the relevant application will not be
processed:

° share certificates representing the Shares to be transferred; and

° an acceptable transfer document which must conform to the
requirements under the Stamp Duty Ordinance and be an
instrument of transfer and/or contract note duly executed by the
transferee and the transferor, whose name and address is
recorded as the record Shareholder in our Share Register. An
acceptable transfer document can be a standard transfer form
customarily adopted by companies listed on the Stock Exchange
or a transfer form printed at the back of the share certificates.
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Our Share Registrar will also record the applicant’s signature on the relevant transfer
document as specimen signature for future verification purpose. Applications made with our
headquarters in Japan must be made in person.

It is the responsibility of the applicant to contact the record Shareholder to sign as the
transferor on the transfer document before making an application to us. If an applicant cannot
locate the record Shareholder to sign on the relevant transfer document, or if the record
Shareholder refuses to sign on the same, the relevant application will not be processed. For
simultaneous multiple transfers, a separate transfer document is required for each such transfer.

CCASS Beneficial Owners (YELLOW Application Form / electronic applicants via HKSCC
under the Hong Kong Public Offering)

CCASS Beneficial Owners are not subject to the procedures and requirements above and
may trade, transfer and deal in our Shares electronically under the customary procedures in Hong
Kong and arrangements made with their respective securities brokers.

Lost / Destroyed share certificates

Procedures for replacement of lost or destroyed share certificates adopted by our Company
differ from those under the Companies Ordinance in Hong Kong and those adopted by most
companies listed on the Stock Exchange.

Consequences of lost / destroyed share certificates

A Shareholder is exposed to significant risks if he/she loses its share certificate or has it
destroyed. He/she may lose the value of our Shares represented by the lost or destroyed share
certificate (together with the rights attached to those Shares) and run the risk of an unauthorised
third party coming into contact of a lost share certificate and requiring a Japan court to recognise
him/her as a Shareholder.

Shareholders are required to report a lost or destroyed share certificate to our Company
through our Hong Kong Share Registrar. We are not allowed under Japan law to re-issue a
replacement share certificate in lieu of a lost or destroyed share certificate until the expiry of a
mandatory one-year waiting period prescribed under Japan law. There is no circumstance under
Japan law under which we are able to shorten the one-year waiting period.

During the one-year waiting period, we are required to handle the relevant Shareholders’
rights in accordance with the Japan Companies Act as follows:

(i)  the person whose name and address are recorded in our Share Register as the holder
of the relevant Shares (i.e. the record Shareholder) will continue to be treated as our
Shareholder;

(i)  dividends, if declared, will be paid to the record Shareholder;
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(i) no person may effect a valid registration of a transfer of the relevant Shares or
otherwise deposit the Shares into CCASS for trading on the Stock Exchange, subject
to the circumstances set out in “— Cancellation of a lost/destroyed share certificate
report” below;

(iv) no other person will be registered as a holder of the relevant Shares in our Share
Register;

(v) arecord Shareholder who reports a lost or destroyed share certificate will continue to
be entitled to exercise all voting rights attached to the relevant Shares.

Under Japan law, there are limited circumstances whereby a person other than the record
Shareholder may report a lost or destroyed share certificate. These include an unregistered
owner of our Shares who has lost his/her share certificates prior to registering a valid transfer in
our Share Register. In order to report a lost or destroyed share certificate, such unregistered
owner must present an acceptable transfer document, which must conform to the requirements
under the Stamp Duty Ordinance and be an instrument of transfer and/or contract note duly
executed by the transferee and the record Shareholder as the transferor. In that case, no one
shall be entitled to exercise the voting rights attached to the relevant Shares during the one-year
waiting period. If an unregistered owner fails to present an acceptable transfer document, no
report of lost or destroyed share certificate will be accepted and no replacement share certificate
will be issued. In that case, an unregistered owner may seek to assert his/her title with a
competent court in Japan.

CCASS Beneficial Owners are not subject to the risks associated with the loss or
destruction of share certificates, including the one-year waiting period, as they do not physically
possess share certificates. You are strongly recommended to hold your investments in our
Company through CCASS. Due to certain Japan legal and regulatory provisions, CCASS
Beneficial Owners are subject to certain disadvantages. See “— A. Bearer Shares —
Ownership and Title — Recommended measures for our Shareholders and potential investors” in
this section above for details.

Reporting a lost / destroyed share certificate

We accept reports of lost or destroyed share certificates through our Hong Kong Share
Registrar. We do not handle lost or destroyed share certificates at our headquarters in Japan.

Cancellation of a lost / destroyed share certificate report

If a lost share certificate is recovered, the person who filed the original lost share certificate
report shall inform our Hong Kong Share Registrar to release himself/herself from the one-year
waiting period.

There are limited circumstances whereby an unauthorised third party might come into
possession of a share certificate reported as lost and seek to be recognised as a Shareholder.
In that case, we are required under Japan law to terminate the one-year waiting period and a
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replacement share certificate will not be issued to the person who filed the original lost share
certificate report. We consider that these circumstances are very rare in practice as substantially
all of our potential investors are expected to hold their investments in our Company through
CCASS, as in the case of most companies listed on the Stock Exchange.

It is a provision under our Articles that no one shall be registered as a Shareholder in our
Share Register unless an acceptable transfer document (which must conform to the requirements
under the Stamp Duty Ordinance and be an instrument of transfer and/or contract note duly
executed by the transferee and the record Shareholder as the transferor) is presented to us. As
such, an unauthorised bearer of a share certificate reported as lost will not be recognised as a
Shareholder in our Share Register unless he/she is able to present an acceptable transfer
document. In that case, an unauthorised bearer may seek to assert his/her title with a competent
court in Japan if he/she believes that he/she has genuine and valid title to the relevant Shares.

Once we become aware that an unauthorised bearer of a share certificate reported as lost
is seeking to be recognised as a Shareholder, we will notify the record Shareholders through our
Hong Kong Share Registrar by writing to his/her registered address recorded in our Share
Register. Record Shareholders may assert his/her title with a competent court in Japan. It is
therefore important to update your contact details with our Hong Kong Share Registrar from time
to time.

Share certificate surrender

Shareholders and potential investors who choose to invest outside CCASS are encouraged
to surrender their share certificates to us. Surrendered share certificates will be cancelled and the
risks associated with our “bearer shares” will no longer apply.

Implications of share certificate surrender

Surrendered share certificates will be cancelled, void and destroyed and our Share Register
will indicate that no share certificate exists in respect of the Shares represented by them. As
such, the risks associated with our “bearer shares”, including the risks associated with a lost or
destroyed share certificate, will no longer apply.

However, you should note that our Hong Kong Share Registrar may take up to six business
days to re-issue a new share certificate in lieu of a surrendered share certificate. During the
waiting period of up to six business days, the relevant Shares may not be transferred or otherwise
deposited into CCASS for trading on the Stock Exchange. This will in particular affect
Shareholders and potential investors who seek to trade the Shares on a “T+2” basis, whereby
dealings in Shares on the Stock Exchange customarily take place two business days prior to
settlement. The waiting period of up to six business days may lead to settlement failure. It is the
responsibility of individual Shareholder to carefully formulate their investment schedule, taking
into account the waiting period of up to six business days to avoid settlement failure.
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See “Risk Factors — Risks Relating to Key Japan Legal and Regulatory Matters —
Surrendered Share certificates can only be re-issued after a waiting period of up to six business
days, which could result in settlement failures” for details.

Our Directors have been advised that the waiting period of up to six business days does not
contravene the provisions under Rules 13.59 and 13.60(1) of the Listing Rules.

Surrendering your share certificates

We accept applications for surrendering a share certificate through our Hong Kong Share
Registrar. We do not handle share certificate surrenders at our headquarters in Japan.

Any record Shareholder whose name and address appears on our Share Register is entitled
to surrender their share certificates to us. To apply, he/she must bring along (i) the share
certificates he/she is seeking to surrender; (ii) identity proof; (iii) a completed and duly signed
share certificate surrender form; (iv) specimen signature of such Shareholder (in case of individual
Shareholders) or authorised corporate representative (in case of corporate Shareholders) to our
Hong Kong Share Registrar. Surrendered share certificates will be acknowledged by a written
receipt. Shareholders wishing to check or verify the record of their shareholdings in respect of
their surrendered share certificates may request to inspect and/or print a copy of our Share
Register in accordance with the requirements and procedures set out in “— C. Shareholders’
Rights — Inspection of our Share Register” in this section below.

Successful applicants or partially successful applicants of the Hong Kong Offer Shares
wishing to surrender their share certificates should apply though our Hong Kong Share Registrar
immediately upon receipt of their share certificates. Share certificates will be despatched by
registered post, at the applicants’ own risks.

Re-issuing a new share certificate in lieu of a surrendered share certificate

A new share certificate can be re-issued in lieu of a surrendered share certificates by
applying to our Hong Kong Share Registrar. To apply, a Shareholder must bring along (i) identity
proof; and (ii) a completed and duly signed share certificate re-issuance form, the signature(s) on
which must match the ones on the share certificate surrender form, to our Hong Kong Share
Registrar.

B. SHAREHOLDERS’ MEETINGS

Set out below are the Japan law provisions with respect to matters relating to the
convocation of and voting in our general meetings which in our opinion are relevant to our
Shareholders and potential investors and materially differ from the conventional requirements
applicable to other companies listed on the Stock Exchange.
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Record date

Our AGM is usually held in June every year. Our Articles provide that our Board of Directors
may from time to time designate a record date for our AGMs and extraordinary general meetings.
A record date is the date for determining the list of eligible Shareholders entitled to vote in our
AGMs and extraordinary general meetings. We may also set the same or a different record date
to determine the eligibility of our Shareholders to receive dividends and/or other distributions.

AGMs

Under the Japan Companies Act, an AGM must be held within three months from the record
date. Upon Listing, we plan to set our (i) record date for attendance and voting at our AGM shortly
before the despatch date of our AGM convocation notice; and (ii) record date for final dividend
entitlement shortly after the announcement of any final dividend declared. To comply with the
requirements under the Japan Companies Act and Rule 13.66(1) of the Listing Rules, a record
date in relation to our AGMs and final dividend, if any, will be announced by public notice in
Japan, which will be replicated on the Stock Exchange’s website and our Company’s website in
English and Chinese, at least 14 days prior to the proposed record date.

Our Directors have been advised that Rule 13.66(2) of the Listing Rules does not apply to
us as our dividend payments (annual, interim or other) are not subject to Shareholders’ approval
under our Articles.

Extraordinary general meetings

Our Board of Directors may under the Japan Companies Act set a record date of an
extraordinary general meeting. To comply with the requirements under the Japan Companies Act,
a record date in relation to our extraordinary general meetings will be announced by public notice
in Japan, which will be replicated on the Stock Exchange’s website and our Company’s website
in English and Chinese, at least 14 days prior to the proposed record date.

Interim and other dividend payments

Upon Listing, we plan to set our record date for interim or other dividend entitlement shortly
after the announcement of any interim or other dividend declared. To comply with the
requirements under the Japan Companies Act and Rule 13.66(1) of the Listing Rules, a record
date in relation to our interim or other dividend, if any, will be announced by public notice in
Japan, which will be replicated on the Stock Exchange’s website and our Company’s website in
English and Chinese, at least 14 days prior to the proposed record date.

Shareholders who acquire our Shares after the record date will not be entitled to vote in our
general meetings and/or receive dividend payment, if any.
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Notice and distribution of annual report and accounts

Under Japan law and our Articles, we are required to convene our AGM within three months
after the day following 31 March, which is the last day of each financial year. Under our Articles
and the Listing Rules, we are required to despatch the convocation notice of our AGM at least
21 days prior to the date thereof. Upon Listing, we will, as required under the Listing Rules and
the Japan Companies Act, prepare and despatch the following documents together with our
AGM convocation notice:

(a) a business report* (FZE#H ), which would include overview of our key business
status, such as, the progress and results of the business, capital expenditures and
fund-raising, trends in assets and profit/loss in the most recent three financial years,
corporate reorganisations, status of major subsidiaries, shares outstanding and major
shareholders, SARs, operation systems, and a status update of other important
aspects of our business. Our business report* (F £ # 2) will be prepared in Japanese,
English and Chinese upon Listing;

(b) an audited financial report, which would include material annual financial information
such as the auditor’s report and opinion, the consolidated statement of income,
consolidated balance sheet, consolidated statement of changes in net assets, and
notes to the consolidated financial statements, and the same for the statements of our
Company and of our Group on a consolidated basis, respectively. Our audited financial
report will be prepared in accordance with the JGAAP as required under the Japan
Companies Act in Japanese, English and Chinese; and

(c) either (i) an annual report including our Group’s annual accounts, which will be in
compliance with the contents requirements under Appendix 16 to the Listing Rules; or
(i) a summary financial report, which will be in compliance with the contents
requirements under Rule 13.46(2)(a) of the Listing Rules. Our annual report or summary
financial report, as the case may be, will be prepared in accordance with the IFRS.

All documents above will be approved and authorised by our Board of Directors before they
are despatched to our Shareholders.

Proxies and corporate representatives

Our Articles provide that any Shareholder who is entitled to attend and vote in a general
meeting of our Company may appoint another person as his/her proxy to attend and vote on
his/her behalf. Corporate Shareholders may appoint corporate representatives to attend or vote
on its behalf. A Shareholder (including nominee companies such as HKSCC Nominees) who is the
holder of two or more Shares may appoint multiple proxies or corporate representatives to
represent him/her and vote on his/her behalf in a general meeting of our Company. A proxy or
corporate representative needs not be a Shareholder of our Company and there is no limitation
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or restriction on the qualification and identity of the proxies and/or corporate representatives to
be appointed by our Shareholders. A proxy or corporative representative is entitled to exercise
the same powers as if he/she was the Shareholder himself/herself provided that he/she can
present a duly signed authorisation document proving his/her authority.

Upon Listing, we expect to require Shareholders and their proxies or corporate
representatives to submit their authorisation documents, the form and substance of which will
commensurate with the forms of proxy adopted by other companies listed on the Stock
Exchange. Detailed requirements will be set out in the convocation notice of each general
meeting (including AGM).

Request for a general meeting

A Shareholder who has no less than 3% of the voting rights in our Company may request
our Directors to convene a general meeting. If our Directors do not send out a convocation notice
for such general meeting to be held and such general meeting is not convened by our Directors
within eight weeks from the date of such request, the relevant Shareholder who made the request
may convene a general meeting with court permission.

Request for additional matters in a meeting agenda

Any Shareholder who has either (i) no less than 1% of the voting rights in our Company; or
(i) no less than 300 Shares may request our Directors to include certain additional matter(s) or
amend certain existing matter(s) in the meeting agenda of a general meeting. Such request must
be made to our Directors no less than eight weeks prior to the general meeting of our Company.
If the request is made to our Directors less than eight weeks prior to the general meeting, the
requested additional matter(s) or amendment(s) may be included or made in the next general
meeting of our Company.

Our Articles provide that we must announce (as a voluntary announcement on the Stock
Exchange’s website and our Company’s website) the date of a general meeting no less than 10
weeks prior to the date of that meeting so that our Shareholders, if eligible, will have a two-week
period to exercise the right set out above.

Request for last-minute amendments to a meeting agenda

After the convocation notice of a general meeting has been despatched, a Shareholder is
permitted to propose a last-minute amendment to the matters included in an existing meeting
agenda of a general meeting of our Company without any prior notice if a matter of similar nature
is included in the original meeting agenda. For example, a Shareholder may propose last-minute
amendments to an existing meeting agenda and nominate a person for election as a Director any
time before the relevant general meeting or even at the meeting, if the original meeting agenda
includes a proposal of the appointment of a new Director, or Directors, to our Board of Directors.
These last-minute amendments are a theoretical mechanism which, according to our Directors’
knowledge, is exceptional and rarely put into actual practice in Japan.
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If any agenda in a general meeting is rejected without receiving 10% of the votes cast at that
general meeting, last-minute amendments of substantially the same nature will not be treated as
an official agenda by our Company in the forthcoming general meetings within the following three
years. For example, Shareholders may not be able to propose a person for election as a Director
as a last-minute amendment in the following three years if a last-minute nomination of the same
person as a proposed Director fails to receive 10% favourable votes in a general meeting in the
past three years (so long as the backgrounds or conditions of both proposals are similar).

Due to these Japan law provisions, we are unable to comply with Rule 13.70 of the Listing
Rules and paragraph 4(4) of Appendix 3 to the Listing Rules, which provide that (i) an issuer shall
publish an announcement or issue a supplementary circular upon receipt of a notice from a
shareholder to propose a person for election as a director at the general meeting where such
notice is received by the issuer after publication of the notice of meeting; and (ii) the minimum
length of the period for notice to propose a person for election as a director and that person to
notify the issuer of his willingness to be elected, must be at least seven days. We have applied
for, and the Stock Exchange has granted us, a waiver from strict compliance with these
requirements on the basis of the voluntary measures we put in place, the details of which are set
out in “Waivers — B. Additional Waivers — Announcement of Nomination of Director(s)” and
“Waivers — B. Additional Waivers — Articles of Incorporation — Nomination of Director(s)”.

Shareholders and potential investors (in particular, CCASS Beneficial Owners, who
customarily do not attend general meetings in person) should note that you may lose the chance
to vote on a last-minute amendment if you do not attend a general meeting in person, or if you
have not appointed a proxy to attend and vote on your behalf. Under our Articles, where a
Shareholder (including CCASS Beneficial Owners, who cast their votes by giving instructions to
HKSCC Nominees) has casted a written vote on the original matter (regardless of whether such
vote was for, against or abstention from the relevant matter), his/her vote will be counted as
abstention from any last-minute amendment thereof. If a Shareholder has not casted a written
vote on the original matter, they will lose the right to vote on any last-minute amendment thereof
unless they attend the relevant general meeting in person or through their proxies. CCASS
Beneficial Owners who are unable to give instructions to HKSCC Nominees on the original matter
prior to the specified deadline will lose their right to vote on any last-minute amendment thereof.
In both circumstances, the voting rights of the relevant Shareholder / CCASS Beneficial Owner
will not form the quorum of the original matter and any last-minute amendment thereof.

Casting your votes in different ways

Under the Japan Companies Act, a Shareholder (including a nominee such as HKSCC
Nominees) is permitted to divide his/her Shares and cast his/her votes corresponding to these
Shares in different ways, casting his/her votes partly for and partly against a resolution. A
Shareholder who wishes to cast his/her votes in different ways is required to notify our Company
of his/her intention and the reasons therefor at least three days prior to the date of the relevant
general meeting. Our Company may object to a Shareholder casting his/her votes in different
ways if the Shareholder holds our Shares on his/her own behalf rather than as a nominee on
behalf of others. Upon Listing, we will enclose a notification form with the convocation notice of
each general meeting. Shareholders who wish to cast their votes in different ways should notify
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our Company by completing and returning the prescribed notification form to our Hong Kong
Share Registrar. Shareholders (including nominee companies such as HKSCC Nominees) may
also make a permanent election to cast their votes in different ways at all forthcoming general
meetings, which may be withdrawn by writing to our Hong Kong Share Registrar.

Material Interests in a transaction

The Listing Rules require that, where a transaction or arrangement of an issuer is subject to
shareholders’ approval under the provisions of the Listing Rules, any shareholder that has a
material interest in the transaction or arrangement shall abstain from voting on the resolution(s)
approving the transaction or arrangement in a general meeting. In addition, controlling
shareholders must abstain from voting in favour of certain matters under the Listing Rules. There
are also certain matters where independent shareholders approvals are required under the
Takeovers Code.

Under Japan law, a company shall not amend its constitutional document to restrain or
restrict its shareholders, including controlling shareholders, from voting on any particular
resolution. Each Shareholder is, in general, entitled to a single vote for each Share he/she holds
in our Company and we may not restrict this right in the circumstances provided under the Listing
Rules and the Takeovers Code.

To afford our Shareholders protections comparable to those available under the Listing
Rules and the Takeovers Code, our Shareholders have resolved to adopt the following alternative
provisions in our Articles:

“Where a transaction or arrangement or contract or other matter is required to be approved
by our Shareholders under the Listing Rules and/or the Takeovers Code:

(a) a general meeting shall be convened to seek our Shareholders’ approval of such
matter;

(b) our Hong Kong Share Registrar shall count the votes casted at the said general
meeting in accordance with the criteria and requirements under the Japan Companies
Act;

(c) we shall appoint our compliance adviser or another independent financial or legal
adviser to review the votes counted by our Hong Kong Share Registrar and confirm that
the resolution would have been successfully passed if the votes cast had excluded the
votes of our Shareholders that would otherwise be required to be abstained or
otherwise uncounted under the Listing Rules and/or the Takeovers Code; and

(d) the Shareholders’ approval referred to in item (a) above and the confirmation referred
to in item (c) above shall be made conditions precedent in the relevant transaction
agreement and we shall implement such matter only if both conditions have been
satisfied.”

78




KEY JAPAN LEGAL AND REGULATORY MATTERS

Our Japan Legal Adviser is of the view that the alternative provisions in our Articles set out
above should be permissible under the applicable Japan laws and regulations that are currently
in force as of the date of this Prospectus on the basis that (i) while there are no definitive
provisions in the Japan Companies Act, it is generally accepted that reasonable closing
conditions, such as approval by regulatory authorities, may be included in a contract for a
transaction that requires shareholders’ approval under the Japan Companies Act; (i) our
voluntary measures in place would likely be regarded as a reasonable closing condition because
our Company, as a company listed on the Stock Exchange, is required to comply with Rule 2.15
of the Listing Rules and the other relevant provisions under the Listing Rules and/or the
Takeovers Code; and (iii) the closing condition would be disclosed to all Shareholders prior to the
relevant general meeting, and therefore, our Shareholders who vote on the transaction should be
aware of, and vote on the basis of, the transaction as a package including that condition.

We consider that the alternative provisions in our Articles set out above will allow us to
comply with (i) the abstention requirements under Rule 2.15 of the Listing Rules and other
relevant requirements under the Listing Rules which specifically apply these abstention
requirements; and (ii) the abstention requirements under the Takeovers Code with respect to
transactions that require independent shareholders’ approval.

We have applied for, and the Stock Exchange has granted us, a waiver from strict
compliance with the requirement under paragraph 14 of Appendix 3 to the Listing Rules to amend
our Articles in accordance with the abstention requirements under the Listing Rules. See
“Waivers — B. Additional Waivers — Articles of Incorporation — Material Interests in a
Transaction” for details.

C. SHAREHOLDERS’ RIGHTS

Entitlement of certain Shareholders’ rights under Japan law may differ from those available
under Hong Kong law and/or the Listing Rules.

CCASS Beneficial Owners

A CCASS Beneficial Owner is not recognised as a Shareholder under Japan law until he/she
withdraws the relevant Shares from CCASS and re-registers himself/herself as the registered
Shareholder in our Share Register.

HKSCC Nominees will exercise the rights on behalf of CCASS Beneficial Owners in the same
way it does for shareholders of other companies listed on the Stock Exchange the shares of
which are deposited into CCASS.
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Inspection of our Share Register

Shareholders and creditors

We generally allow a Shareholder or a creditor to inspect our Share Register from time to
time as required under the Japan Companies Act. We however are entitled under the Japan
Companies Act to refuse a request from such persons to inspect our Share Register under the
following limited circumstances:

(i)  where a request is made for a purpose other than in relation to securing or exercising
rights as a Shareholder or creditor;

(i) where a request is made for the purpose to interfere with our business operation or to
damage the interests of our Shareholders as a whole;

(iiiy where a request is made to inform, in exchange for payment, a third party of any fact
that could not have been obtained other than from an inspection (including copying);

(iv) where a person making a request has informed, in exchange for payment, a third party
of any fact that could not have been obtained other than from an inspection (including
copying) during the last two years; and

(v)  where the person making a request is carrying on, or engaged in, a business
substantially in competition with our business (this requirement has been removed in
the JCA Amendments).

A Shareholder or creditor wishing to inspect our Share Register shall attend our Hong Kong
Share Registrar’s office during normal business hours in Hong Kong. Our Hong Kong Share
Registrar will require the person to complete a prescribed form setting out his/her details and the
purposes of inspection. Our Hong Kong Share Registrar will then contact our Company and notify
the relevant Shareholder or creditor of our Company’s decision within two business days and, if
approved, our Hong Kong Share Registrar will notify the Shareholder or creditor the date of
inspection. A printed copy of our Share Register may also be requested. Other than applicable
printing costs, no fee will be charged for the inspection.

Non-shareholder and non-creditor

Any person who is not a Shareholder or creditor of our Company (including national and
prefectural government agencies) may also, to the extent allowed under the Personal Information
Protection Act, inspect and obtain a copy of our Share Register. As advised by our Japan Legal
Adviser, our Share Register is, under the Personal Information Protection Act, open for inspection
for persons other than our Shareholders and creditors if:

(i)  the inspection of our Share Register is based on laws and regulations;
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(i)  the inspection of our Share Register is necessary for the protection of the life, body, or
property of an individual and if it is difficult to obtain the consent of the person who is
the subject of the inquiry;

(iiiy the inspection of our Share Register is necessary for improving public health or
promoting the sound growth of children and if it is difficult to obtain the consent of the
person who is the subject of the inquiry; or

(iv) the inspection of our Share Register is necessary for cooperating with a state organ,
a local government, or an individual or a business operator entrusted by one in
executing the affairs prescribed by laws and regulations and if obtaining the consent
of the person who is the subject of the inquiry is likely to impede the execution of such
affairs.

CCASS Beneficial Owners are not recognised as a Shareholder under Japan law and they
may not inspect our Share Register unless they are allowed to do so under the Personal
Information Protection Act.

Shareholders who have surrendered their Share certificates to our Company may inspect
our Share Register to check and verify their shareholdings in our Company.

Dividends

Record date for distributing dividends

Our AGM is usually held in June every year. Our Articles provide that our Board of Directors
may from time to time designate a record date for our AGMs and extraordinary general meetings.
A record date is the date for determining the list of eligible Shareholders entitled to vote in our
AGMs and extraordinary general meetings. We may also set the same or a different record date
to determine the eligibility of our Shareholders to receive dividends and/or other distributions.

Final dividend

Upon Listing, we plan to set our record date for final dividend entitlement shortly after the
announcement of any final dividend declared. To comply with the requirements under the Japan
Companies Act and Rule 13.66(1) of the Listing Rules, a record date in relation to final dividend,
if any, will be announced by public notice in Japan, which will be replicated on the Stock
Exchange’s website and our Company’s website in English and Chinese, at least 14 days prior
to the proposed record date.
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Interim and other dividend payments

Upon Listing, we plan to set our record date for interim or other dividend entitlement shortly
after the announcement of any interim or other dividend declared. To comply with the
requirements under the Japan Companies Act and Rule 13.66(1) of the Listing Rules, a record
date in relation to our interim or other dividend, if any, will be announced by public notice in
Japan, which will be replicated on the Stock Exchange’s website and our Company’s website in
English and Chinese, at least 14 days prior to the proposed record date.

Shareholders who acquire our Shares after the record date will not be entitled to receive
dividend payment, if any.

Restrictions on dividend distributions

Our Company may declare and pay, in accordance with the Japan Companies Act and our
Articles, (i) interim cash dividends (declared at the end of the second quarter of a financial year)
with the approval of our Board of Directors and (ii) other dividends (including year-end dividends)
with the approval of our Board of Directors (unless such dividend is proposed to be paid in kind
(other than scrip dividends in the form of Shares, bonds (including convertible bonds) and SARs
issued by our Company, which the Japan Companies Act prohibits) without giving Shareholders
the right to demand distribution in cash, in which case a special resolution in a general meeting
would be required). Scrip dividends in the form of Shares, bonds (including convertible bonds) or
SARs issued by our Company are prohibited under the Japan Companies Act. The amount or
value of any dividends declared may not exceed the available Distributable Amount.

The Japan Companies Act provides that a company’s Distributable Amount is calculated
using the retained earnings* (|4 <) recorded in a company’s financial statements prepared in
accordance with JGAAP (rather than IFRS) with certain adjustments (including deduction of the
book value of any treasury stock* (HC &) held by a company) available under the Japan
Companies Act and the relevant ordinance of the Japanese Ministry of Justice. The Japan
Companies Act also requires an amount equivalent to 10% of any dividend resulting in a decrease
in retained earnings* (F434) to be allocated to reserves* (¥#fi <) until the aggregate amount of
the reserve* (#fii<2) equals 25% of the amount of share capital. See “Appendix V — Summary
of our Articles of Incorporation and Japan Corporation Law — 6. Dividends and Distributions” for
a detailed description on how Distributable Amount is calculated under the Japan Companies
Act.

Given that our consolidated financial information set out as Appendix | to this Prospectus
have been prepared in accordance with IFRS, the amounts of the consolidated retained earnings
determined under IFRS differ from the retained earnings* (El#x4) recorded in our Company’s
entity level financial statements under JGAAP. The differences are caused by items which include,
for example, the adjustment related to goodwill and intangible asset amortisation, share-based
payments and derivative financial liabilities.
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Our Company will procure our accounting auditor to prepare reconciliation between our
financial statements under JGAAP and IFRS for each financial year following the Listing and
despatch of such reconciliation documents to our Shareholders together with our annual report
(or summary financial report). For indicative purposes, our Company’s annual report
incorporating financial statements (or a summary financial report) prepared in accordance with
IFRS will include the Distributable Amount as at the end of the financial year.

Currency of dividend payments

Shareholders entitled to receive cash dividends from our Company (other than CCASS
Beneficial Owners) will have the option of receiving their entitlements in either Japanese Yen or
Hong Kong Dollars (to be converted by our Company at the then prevailing foreign exchange
rates available to our Company), provided that, in order to elect Japanese Yen, Shareholders
must supply bank account details in Japan (such bank must be a member of The Japanese
Bankers Currency Exchange Institution) to our Company through our Hong Kong Share Registrar.
No partial election will be allowed, and Shareholders, including nominee companies which hold
Shares on behalf of our Shareholders, cannot elect to receive part of the cash dividends in
Japanese Yen and part of the cash dividends in Hong Kong Dollars. If no election is made by a
Shareholder, such Shareholder will receive dividend payments in Hong Kong Dollars.
Shareholders who have previously elected to receive dividend payments in Japanese Yen and
supplied bank account details in Japan to our Company will continue to receive dividend
payments in Japanese Yen. Each such Shareholder can exercise their option by informing our
Hong Kong Share Registrar of its election. Upon declaration of dividend payment, our Hong Kong
Share Registrar will notify our Company of the aggregate amount in Japanese Yen and Hong
Kong Dollars to be paid to our Shareholders. Dividend payments in Hong Kong Dollars will be
paid by our Hong Kong Share Registrar to the relevant Shareholders upon receipt of the requisite
funds from our Company, whereas dividend payments in Japanese Yen will be directly paid by our
Company.

All CCASS Beneficial Owners will receive dividend payments in Hong Kong Dollars. Any
CCASS Beneficial Owner who wishes to elect to receive his/her dividend payments in Japanese
Yen must withdraw the relevant Shares from CCASS and supply bank account details in Japan
(such bank must be a member of The Japanese Bankers Currency Exchange Institution) to our
Company through our Hong Kong Share Registrar.

Compulsory Acquisitions

Under the Companies Ordinance, the minority shareholders of a Hong Kong-incorporated
company may be compulsorily brought out or may require an offeror to buy out their interests if
the offeror acquires 90% of the issued shares in a successful takeover without shareholders’
approval. Under the relevant Japan laws and regulations, compulsory acquisitions can be
achieved without shareholders’ approval by the following transactions:

(i) An offeror (which must be a Japan-incorporated company) having acquired 90% or
more of the voting rights in a stock company* (#k iz #k) (which our Company is one)
may (aa) acquire the remaining interests of the minority shareholders by way of a share
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exchange* (B3 H4) arrangement; or (bb) cash out the remaining interests of the
minority shareholders by way of a merger* (& #f) arrangement (the “JCA Compulsory
Acquisitions”) only with the approval of the board of directors of the said company.
In case of a share exchange* (Fkzxz#) arrangement, the offeror must be a stock
company* (kX &#h) or a limited liability company* (& [RI&#h).

(i) Under the JCA Amendments, which will come into effect on 1 May 2015 , an offeror
having acquired 90% or more of the voting rights in a stock company* (#k =2 4k) (which
our Company is one) may compulsorily acquire the interests of all remaining
shareholders only with the approval of the board of directors of the said company (the
“JCA Amendment Compulsory Acquisition”).

Other than the transactions above, there is currently no provision under Japan laws and
regulations similar to the compulsory acquisition regime under the Companies Ordinance that
would otherwise allow an offeror in a successful takeover to buy out the minority shareholders
without shareholders’ approval, regardless of the shareholding percentage acquired by such
offeror.

Apart from the JCA Compulsory Acquisitions and the JCA Amendment Compulsory
Acquisition, under Japan laws, an offeror of a successful takeover or the minority shareholders
of a Japan-incorporated company may also achieve a similar outcome of compulsory acquisitions
by proposing a number of alternative transactions (the “Share Transactions”) to the subject
company, all of which are subject to shareholders’ approval.

To initiate the Share Transactions, an offeror in a successful takeover or minority
shareholders may either (i) request for the convocation of a general meeting; or (ii) request for
additional matter(s) to be included in the agenda of a general meeting. See “- B. Shareholders’
Meetings” in this section above for the detailed procedures.

Under the Japan Companies Act, the approval threshold of the Share Transactions is
two-third of the votes of shareholders present at a general meeting, which is significantly lower
than the 90% threshold of the compulsory acquisition regime under the Companies Ordinance.
As an enhanced measure of shareholders’ protections, our Articles provide that at least 90% of
the votes of Shareholders present at a general meeting are required to effect the Share
Transactions.

Our Directors are of the view that, in relation to compulsory acquisitions, the level of
protections under our Articles and the relevant Japan laws and regulations taken as a whole is
largely commensurate to the shareholders’ protections provided under the Companies Ordinance
(given the Articles provisions put in place by us).
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In addition, investors should note that, unlike the Companies Ordinance, there is no
restriction under the relevant Japan laws and our Articles on the acquisition price of the
transactions set out above. Minority shareholders may resort to a number of court procedures to
(i) request the court to cease the relevant transactions; or (ii) determine a fair acquisition price.
There may be significant delays and costs involved in the initiation of the aforementioned court
procedures.

See “Appendix V — Summary of our Articles of Incorporation and Japan Corporation Law
— 8. Compulsory Acquisitions” for the details of the compulsory acquisition provisions under
Japan law and our Articles.

D. CAPITAL STRUCTURE

Set out below are the key provisions under Japan law regarding allotment and issue of
Shares to a third party and share repurchases on the Stock Exchange, which differ from the
regulatory regime in Hong Kong.

Issuing Mandate

There is no concept of pre-emptive rights (as defined in the Listing Rules) under Japan law.
Under the Japan Companies Act, when a Japanese company issues new shares and SARs
(including convertible bonds), certain subscription requirements (the “Subscription
Requirements”) shall be determined. The Subscription Requirements include the number of
shares or SARs (including convertible bonds) to be issued, price, payment due date and other
matters prescribed under the Japan Companies Act.

Under our Articles, the Subscription Requirements of any new issue of Shares or SARs
(including convertible bonds) must be determined by an ordinary resolution in a general meeting,
provided however that the Subscription Requirements of the issue and allotment of Shares or
SARs (including convertible bonds) at a price or term especially favourable to the allottees must
be determined by a special resolution in a general meeting. Our Board may issue and allot the
Shares or SARs once the Subscription Requirements have been determined and approved by an
ordinary or special resolution (as the case may be) in a general meeting.

Our Articles further provide that (a) the total number of Shares authorised by our
Shareholders to be issued is 2,000,000,000 Shares; and (b) our Shareholders may entrust the
power to determine the Subscription Requirements of any new issue of Shares or SARs (including
convertible bonds) to our Board by way of a general mandate. The authority of the said general
mandate must be approved with an ordinary (or a special resolution, if such mandate specifically
provides for an allotment at a price or term especially favourable to the allottee) resolution in a
general meeting, which resolution shall prescribe, among others, the maximum number of Shares
and SARs to be issued and allotted under the general mandate and the minimum price to be paid
by the allottees. Under our Articles, the general mandate shall not be effective for more than one
year from the date of the resolution approving the same. As advised by our Japan Legal Adviser,
our Issuing Mandate was duly approved by our Shareholders at our extraordinary general meeting
held on 16 March 2015.
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The Articles and Japan Companies Act provisions described above apply equally to the
disposal of our treasury stock* (HC#X), if any.

On 16 March 2015, our Board has been granted with the Issuing Mandate to issue, allot and
deal in our Shares, the details of which are set out in “Appendix VI — Statutory and General
Information — A. Further Information about our Company — 5. Extraordinary General Meeting
held on 16 March 2015”. Under our Articles and the Japan Companies Act, the Issuing Mandate
is only enforceable when:

(i)  ourtotal number of issued Shares will not exceed 2,000,000,000 Shares, which are the
total number of Shares authorised to be issued by our Company, as a result of the issue
and allotment made under the Issuing Mandate; and

(i)  the allotments under the Issuing Mandate are not made at a price or term especially
favourable to the allottees, in which case a special resolution in a general meeting is
required.

For the avoidance of doubt, the Issuing Mandate grants power to our Board to issue, allot
and deal with Shares only and does not grant authority to issue SARs and dispose of treasury
stock* (H 8k =). Our Japan Legal Adviser has confirmed that the Shareholders’ resolution in our
extraordinary general meeting held on 16 March 2015 approving the Issuing Mandate contained
all the required information prescribed under our Articles. Our Directors have undertaken to the
Stock Exchange that they will not exercise the Issuing Mandate if any of conditions (i) to (ii) set
out above has not been fulfilled, in which case they will seek specific approval from our
Shareholders in order to issue and allot new Shares.

As to the term “especially favourable” referred to in (ii) above, our Japan Legal Adviser has
confirmed that there is no clear definition under Japan law as to the circumstances where the
terms of an allotment may be deemed as especially favourable to the proposed allottees. Under
the internal rules of The Japan Securities Dealers Association, an allotment may be taken as
especially favourable to the proposed allottees when less than 90% of the market value of the
Shares so allotted is set as consideration from the proposed allottees. Our Board may from time
to time appoint an independent expert to determine whether an allotment is especially
favourable.

Our Directors have been advised that the Issuing Mandate is in compliance with Rule 13.36
of the Listing Rules. The aggregate number of Shares under the Issuing Mandate is subject to the
limit under Rule 13.36(2)(b) of the Listing Rules and is no more than the sum of:

(@) 20% of the total number of Shares issued by our Company immediately upon
completion of the Global Offering; and

(b) the aggregate number of Shares repurchased by our Company, if any, under the
Repurchase Mandate referred to below.
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Share repurchases

Under the Japan Companies Act, a company may in general repurchase its shares through
the following ways:

(i)

(i)

a company may repurchase its own shares upon agreement with one or more particular
shareholder(s) with a special resolution in a general meeting approving (a) the number
and class of the shares to be repurchased; (b) the contents and the aggregate amount
of consideration to be paid in exchange for the repurchased shares; (c) the period
during which the company may repurchase its shares (which shall not be more than
one year); and (d) the name of such particular shareholder(s). Once approved, the
company may repurchase the shares within the scope of the special resolution
following certain prescribed procedures under the Japan Companies Act, provided
however that, where the repurchase price exceeds the market price of the shares, the
company shall give a notice to other shareholders to provide them with the
opportunities to participate in the share repurchase prior to the general meeting
approving the share repurchase;

a company may repurchase its own shares through an offer to all shareholder with an
ordinary resolution in a general meeting approving items (a) to (c) set out in (i) above.
Once approved, the company may repurchase the shares within the scope of the
ordinary resolution following certain prescribed procedures under the Japan
Companies Act; and

a company may repurchase its own shares through a market transaction etc.”
(M %5 L5145 as defined under the Japan Companies Act with an ordinary resolution in
a general meeting or, where allowed under its articles, a resolution of its board of
directors, approving items (a) to (c) set out in (i) above. Once approved, the company
may repurchase the shares within the scope of the said resolution.

Upon Listing, we will effect repurchases of our Shares outside the Stock Exchange in
accordance (i) and (ii) above, subject to compliance with all applicable Listing Rules and/or the
Takeovers Code. Repurchases on the Stock Exchange will be effected under the Repurchase
Mandate granted to our Board by our Shareholders on 16 March 2015 in compliance with Rule
10.06 of the Listing Rules and in accordance with (iii) above as market transactions etc.*
(5 EL5145). Our Articles provide that repurchases of our own Shares can be effected through
a market transaction etc.* (¥ 51%%) as defined under the Japan Companies Act with a
resolution of our Board (so long as such repurchases comply with the applicable requirements
under the Listing Rules), allowing our Directors to effect repurchases under the Repurchase
Mandate without Shareholders’ specific approval.
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Based on the foregoing Articles and Japan law provisions, repurchases under the
Repurchase Mandate must be market transactions etc.* (T % 51%%) as defined under the Japan
Companies Act. There is no judicial precedent or interpretation confirming that a repurchase
through the Stock Exchange, which is not a securities exchange in Japan, is a market transaction
etc.* (MLIEI%). Given the lack of judicial precedent, our Directors have undertaken to the
Stock Exchange that they will not exercise the Repurchase Mandate to repurchase our Shares on
the Stock Exchange unless there is clear judicial authority allowing us to make repurchases on
the Stock Exchange thereunder.

For details of the Japan law and Listing Rules provisions on the repurchases of our Shares,
see “Appendix VI — Statutory and General Information — B. Repurchase of our Shares”.

E. TAXATION

Set out below are the key tax obligations that might arise from dealing in our Shares. It does
not purport to be a complete analysis of all possible tax situations that may be relevant to a
decision to purchase the Shares or with regard to the taxation of our Company. Potential
investors should consult your own tax advisers as to the possible tax consequences of the
purchase and ownership of the Shares based on their particular circumstances. No conclusion
should be drawn with respect to issues not specifically addressed by this summary. The following
description of Japan law is based upon the Japan law and regulations in effect and as interpreted
by the National Tax Agency of Japan as at the date of this Prospectus and is subject to any
amendments to the relevant laws (or their interpretation) later introduced, whether or not on a
retroactive basis. It is not intended to be, nor should it be construed to be, legal or tax advice.

It is emphasised that none of our Company, our Directors, or other parties involved in the
Global Offering can accept responsibility for any impact on the tax liabilities of, Shareholders/
potential investors resulting from their subscription for, purchase, holding or disposal of or
otherwise dealing in our Shares or exercising any rights attaching to them.
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1. Withholding Tax on Dividend Payment

Japanese Shareholders

Shareholders who choose to invest outside CCASS who are either a resident in Japan or a
corporation incorporated in Japan are subject to the following withholding tax rate on dividend

distribution:

Dividends paid and due

our total number

of issued Shares

Individual
Shareholder that
is interested in

less than 3% of

Individual
Shareholder that

total number of

issued Shares

is interested in
3% or more of
the entire issued

Shares of our

Corporate
Shareholder

On or before 31 December 2037 . ..........

On or after 1 January 2038

Non-Japanese Shareholders

20.315%

20%

20.420%
20%

15.315%
15%

Shareholders who choose to invest outside CCASS who are not residents in Japan or
corporations incorporated in Japan without a permanent establishment in Japan are subject to
the following withholding tax rate on dividend distribution:

Dividends paid and due

Individual
Shareholder that is
interested in less
than 3% of our total
number of issued

Shares

Individual
Shareholder that is
interested in 3% or
more of the entire

issued Shares of our
total number of

issued Shares

Corporate Shareholder

On or before 31 December
2037
On or after 1 January 2038 . .

Note:

15.315% or 10%'" 20.420% or 10%'" 15.315% or 5%/10% "

15% or 10% ™"

20% or 10%"

15% or 5%/10%""

(1) Individual and corporate Shareholders who are residents or entities incorporated in Hong Kong having no
permanent establishment in Japan will be subject to a withholding tax in Japan not exceeding 10% (or not
exceeding 5% for corporate Shareholders who are interested in 10% or more of our total number of issued Shares
for the six consecutive months ending on the record date for dividend distribution) for dividend payments under the
Hong Kong-Japan Tax Treaty. See “— Hong Kong-Japan Tax Treaty” in this section below for details.
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CCASS Beneficial Owners

Notwithstanding that CCASS Beneficial Owners are not recognised under the Japan
Companies Act as Shareholders, our Tax Adviser has confirmed that Japanese tax laws would
recognise CCASS Beneficial Owners who hold their investments through CCASS, being the
ultimate payees of any dividend, as taxpayers. As such, the withholding tax rate applicable to the
dividend paid to CCASS Beneficial Owners should, in principle, be the tax rate applicable to each
CCASS Beneficial Owner on an individual basis in accordance with their identity, shareholding
percentage and tax residence.

However, due to the inherent characteristics of CCASS, our Company is not able to
ascertain the identity, and consequently the tax residence, of the CCASS Beneficial Owners. Our
Company is therefore unable to apply a rate of withholding tax on an individual basis to CCASS
Beneficial Owners. In addition, CCASS does not have the capacity to attribute to each CCASS
Participant (and, accordingly, to each CCASS Beneficial Owner) its respective share of distributed
profits with the purpose of enabling our Company to apply the proper withholding tax (if any).

As such, our Company will withhold tax on the dividends payable to CCASS Beneficial
Owners at the highest possible withholding tax rates under Japan law, which is 20.420% for
dividends paid and due on or before 31 December 2037.
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Withholding tax held in excess

CCASS Beneficial Owners are subject to an initial withholding tax rate of 20.420%, which
is the highest possible withholding tax rate under Japan law. Eligible CCASS Beneficial Owners
may apply for a refund of taxes withheld in excess of the applicable rates that would have applied
to them if they choose to invest outside CCASS from the National Tax Agency. Set out below are
the rates of refunds that our CCASS Beneficial Owners may be entitled to depending on their
residence or jurisdictions of incorporation:

(a) Hong Kong CCASS Beneficial Owners

CCASS Beneficial Owners who are either residents in Hong Kong or corporations
incorporated in Hong Kong without any permanent establishment in Japan may be entitled to
claim a refund of taxes withheld in excess from the National Tax Agency at a rate set out below:

Individual
Shareholder that
Individual is interested in
Shareholder that 3% or more of
is interested in the entire issued
less than 3% of Shares of our
our total number total number of Corporate

of issued Shares issued Shares Shareholder

Withholding tax rate initially withheld by our

Company. ... 20.420% 20.420% 20.420%
Applicable tax rate that would have applied

to them if they choose to invest outside

CCASS . .. 15.315% 20.420% 15.315%
Possible rate of refunds from the National Tax
AGENCY . oo 5.105% 0% 5.105%
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(b) Japanese CCASS Beneficial Owners

CCASS Beneficial Owners who are either residents in Japan or corporations incorporated in
Japan may be entitled to claim a refund of taxes withheld in excess from the National Tax Agency
at a rate set out below:

Individual
Shareholder that
Individual is interested in
Shareholder that 3% or more of
is interested in the entire issued
less than 3% of Shares of our
our total number total number of Corporate

of issued Shares issued Shares Shareholder

Withholding tax rate initially withheld by our

Company . ... 20.420% 20.420% 20.420%
Applicable tax rate that would have applied

to them if they choose to invest outside

CCASS . .. 20.315% 20.420% 15.315%
Possible rate of refunds from the National Tax
AGENCY .o 0.105% 0% 5.105%

Japanese CCASS Beneficial Owners should note that, if they elect to invest in our Company
through a recognised financial instruments business operator (& @lF M GIE#%), the
obligation to pay the relevant withholding tax rests with those operators. As such, they are
entitled to claim a full refund of the withholding tax withheld by our Company from Japan’s
National Tax Agency (i.e. 20.420% of the dividends paid).
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(c) Other CCASS Beneficial Owners

Other CCASS Beneficial Owners who are neither residents in Japan or Hong Kong or
corporations incorporated in Japan or Hong Kong without any permanent establishment in Japan
may be entitled to claim a refund of taxes withheld in excess from the National Tax Agency at a
rate set out below:

Individual
Shareholder that
Individual is interested in
Shareholder that 3% or more of
is interested in the entire issued
less than 3% of Shares of our
our total number total number of Corporate

of issued Shares issued Shares Shareholder

Withholding tax rate initially withheld by our

Company . . ..o 20.420% 20.420% 20.420%
Applicable tax rate that would have applied

to them if they choose to invest outside

CCASS . .. 15.315% 20.420% 15.315%
Possible rate of refunds from the National Tax
AGENCY . oo 5.105% 0% 5.105%

CCASS Beneficial Owners may be able to claim a refund from Japan’s National Tax Agency
of withholding tax withheld in excess of by completing and returning a designated application
form prepared by us in the form and substance acceptable to the National Tax Agency. Electronic
copies of such application forms will be available on our Company’s website upon Listing. In
addition, physical application forms for tax refund in Japanese, English and Chinese will be made
available to our Shareholders at our Company’s principal place of business in Hong Kong and our
Hong Kong Share Registrar. Our Company will announce to our Shareholders on each occasion
these application forms become available. Potential investors should note that there may be
delays in obtaining this refund. Detailed documentary requirements for the refund process
applicable to our CCASS Beneficial Owners will be specified in our dividend payment
announcements.

Hong Kong-Japan Tax Treaty

Following the conclusion of the Hong Kong-Japan Tax Treaty, effective in Japan since 14
August 2011, dividends paid by our Company to our Shareholders who (i) are Hong Kong
residents or companies incorporated in Hong Kong; and (ii) have no permanent establishment in
Japan, will be subject to a withholding tax in Japan not exceeding 10% (or not exceeding 5% for
corporate Shareholders who are interested in 10% or more of our total number of issued Shares
for the six consecutive months ending on the record date for dividend distribution) for dividends
payable after 1 January 2012.
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Corporate and other individual Shareholders who hold the Shares in their own names and
believe that they are entitled to reduced withholding tax rates on dividend payments made by our
Company under the Hong Kong-Japan Tax Treaty will need to make an application to Japan’s
National Tax Agency through our Hong Kong Share Registrar to establish their eligibility to the
satisfaction of Japan’s National Tax Agency.

Applications for reduced withholding tax rates under the Hong Kong-Japan Tax Treaty
applicable to dividend payments by our Company can be made before the record date on which
Shareholders are determined to be eligible for such dividends. Applications must be made using
the Application Form for Income Tax Convention (Relief from Japanese Income Tax on Dividends).
Such application form is available in Japanese and English on the website of Japan’s National Tax
Agency at www.nta.go.jp/tetsuzuki/shinsei/annai/joyaku/annai/pdf2/250.pdf. Application
forms in Japanese and English, together with an unofficial Chinese translation of the instructions
for completing the application form, will be made available to our Shareholders at our Company’s
principal place of business in Hong Kong and our Hong Kong Share Registrar prior to the record
date on which Shareholders are determined to be eligible for dividend payments. Our Company
will announce to our Shareholders on each occasion these application forms become available.
Detailed documentary requirements for the application process under the Hong Kong-Japan Tax
Treaty will be specified in our dividend payment announcements.

Alternatively, Shareholders may be able to claim a refund from Japan’s National Tax Agency
of withholding tax withheld in excess of the rate payable under the Hong Kong-Japan Tax Treaty.
Applications must be made using the Application Form for Refund of the Overpaid Withholding
Tax Other Than Redemption of Securities and Remuneration Derived from Rendering Personal
Services Exercised by an Entertainer or a Sportsman in Accordance with the Income Tax
Convention which is available in Japanese and English on the website of Japan’s National Tax
Agency at www.nta.go.jp/tetsuzuki/shinsei/annai/joyaku/annai/pdf2/260.pdf. Physical
application forms for tax refund in Japanese and English, including an unofficial Chinese
translation of the instructions for completing the application form, will be made available to our
Shareholders at our Company’s principal place of business in Hong Kong and our Hong Kong
Share Registrar. Our Company will announce to our Shareholders on each occasion these
application forms become available. Potential investors should note that there may be delays in
obtaining this refund. Detailed documentary requirements for the refund process under the Hong
Kong- Japan Tax Treaty will be specified in our dividend payment announcements.

Potential investors are strongly advised to consult their professional advisers if you are in
any doubt as to the implications of the Hong Kong-Japan Tax Treaty or the application process
for any reduced rates on dividend payments made by our Company. We do not assume any
responsibility to ensure withholding is made at the reduced treaty rate or to ensure no withholding
is made for Shareholders who would be so eligible under any applicable income tax treaty.
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Our Tax Adviser is of the view that at this moment, CCASS Beneficial Owners cannot make
a claim under a tax treaty, because the name, address and other information of a CCASS
Beneficial Owner cannot be identified due to the inherent characteristics of CCASS. We will, on
an on-going basis, discuss with the National Tax Agency regarding the applicability of any tax
treaty between Japan and any other country to CCASS Beneficial Owners residing in such other
country. In the event that the National Tax Agency has approved the application of tax treaty to
such CCASS Beneficial Owners, we will publish a separate announcement on the Stock
Exchange’s website and our Company’s website describing the procedures to make a claim
under tax treaty.

2. Stamp duty

Japan stamp duty

Share transfers do not attract stamp duty in Japan. However, issue of a new Share
Certificate in Japan would be subject to Japanese stamp duty (FIftHEi) ranging from ¥200 to
¥20,000. Upon Listing, all Share certificates of our Company will be issued by our Hong Kong
Share Registrar. Accordingly, no Japanese stamp duty is, in principle, payable for our new Share
certificates.

Hong Kong stamp duty

Our Shares are considered as “Hong Kong stock” for the purpose of the Stamp Duty
Ordinance. Dealings in the Shares in our Company, which are required to be registered in our
share register through the Hong Kong Share Registrar in Hong Kong, are subject to Hong Kong
stamp duty. The current ad valorem rate of Hong Kong stamp duty is 0.1% on the higher of the
consideration for or the market value of the Shares and it is charged on the purchaser on every
purchase and on the seller on every sale of the Shares. In other words, a total stamp duty of 0.2%
is currently payable on a typical sale and purchase transaction.

3. Capital gain tax

Japan capital gains tax

As a general rule, gains derived from the sale outside Japan of our Shares by non-resident
Shareholders or corporate Shareholders established outside Japan who have neither a
permanent establishment in Japan nor a permanent representative in Japan to which the Shares
are attributable are generally not liable to any Japanese income or corporate taxes, except for (i)
any Shareholder who is interested in 25% or more in our Company’s entire issued Shares at any
time during the taxable year of sale or during two preceding years; and (ii) any Shareholder who
transfers 5% or more of our total number of issued Shares in the taxable year of sale.
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The above taxation is subject to the application of relevant double tax treaties and, based
on the provisions of the Hong Kong-Japan Tax Treaty, capital gains realised by a Shareholder,
who is a resident or corporation in Hong Kong, will not be taxable under Japanese capital gains
tax (even if such Shareholder is interested in 25% or more in our Company’s total number of
issued Shares at any time during the taxable year of sale or during two preceding years, and
transfers 5% or more of our total number of issued Shares in the taxable year of sale). The
absence of capital gains taxation in Japan is not subject to any specific formalities and our
Shareholders who are residents or corporations in Hong Kong are therefore not required to take
any action in order to enjoy this exemption.

Our Tax Adviser has confirmed that in respect of Shares deposited into CCASS, only capital
gains realised by the CCASS Beneficial Owners are taxable under Japan law. Neither HKSCC
Nominees nor the CCASS Participants are subject to any Japanese capital gains tax reporting or
payment obligation directly arising from dealing in our Shares on behalf of the CCASS Beneficial
Owners (even if a CCASS Beneficial Owner is interested 25% or more in our Company’s total
number of issued Shares at any time during the taxable year of sale or during two preceding
years, and transfers 5% or more of our total number of issued Shares in the taxable year of sale).

Individual Shareholders

Individual Shareholders who are residents in Japan who effect their dealings in our Shares
through a recognised financial instruments business operator (4 &l i B 51 235 %%) are subject to
capital gains tax in Japan at 20.315% for the year ending before 31 December 2037 or 20% for
the year ending on or after 31 December 2038.

Corporate Shareholders

Corporate Shareholders established in Japan are subject to capital gains tax in Japan at
approximately 36%.

Hong Kong capital gains tax

No tax is imposed in Hong Kong in respect of capital gains from the sale of the Shares.
Trading gains from the sale of the Shares by a person carrying on a trade, profession or business
in Hong Kong, where such gains are derived from or arise in Hong Kong from such trade,
profession or business, will be subject to Hong Kong profits tax.

4. Inheritance tax and gift tax

Japanese inheritance tax and gift tax at progressive rates may be payable by an individual
who has acquired common Shares* (@) of our Company as a legatee, heir or donee even
though neither the acquiring individual nor the deceased nor donor is a Japanese resident.
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5. General

Zeirishi-Hojin PricewaterhouseCoopers* (IR LIENT T4 AT 4 —F — )N\ A7 —)N— ),
our Tax Adviser, has advised our Company in writing as to (1) our potential investor’s exposure
to (i) Japanese withholding tax on dividend payments from our Company; (i) Japanese capital
gains tax from dealing in the Shares of our Company; (iii) Japanese stamp duty on issue of share
certificates; (iv) Japanese inheritance tax and gift tax from the acquisition of the Shares of our
Company as legatee, donee and heir; (2) our Company’s exposure to Japanese withholding tax
on dividend payments from our subsidiaries; and (3) the Japanese corporate income tax rates
applicable to our Group during the Track Record Period. The letter of advice is available for
inspection in accordance with “Appendix VIl — Documents Delivered to the Registrar of
Companies and Available for Inspection”.

F. FOREIGN EXCHANGE CONTROL

The Foreign Exchange and Foreign Trade Act of Japan* (#ME %% K /L E & 5 %) (Act No.
228 of 1949) and the cabinet orders and ministerial ordinances (collectively, the “Foreign
Exchange Regulations”) thereunder govern certain matters relating to the issue of equity-related
securities by us and the acquisition, holding and disposal of Shares by foreign investors of our
Company. Under certain prescribed circumstances, Shareholders and CCASS Beneficial Owners
may be required to file a foreign exchange report or notification to The Bank of Japan.

The filing obligations are generally exempted if: (i) a Shareholder or CCASS Beneficial Owner
is a resident of, or a corporation organised under the laws of, certain exempted jurisdictions
(which include Hong Kong, the U.S., the United Kingdom, Canada, Australia, the PRC, among
others); and (i) if their shareholding interests in our Company do not exceed 10%.

See “Appendix V — Summary of our Articles of Incorporation and Japan Corporation Law
— 10. Foreign Exchange Control” for a list of the exempted jurisdictions and details of the filing
requirements under the Foreign Exchange Regulations.

G. SHAREHOLDERS PROTECTION

Set out below is a comparison of the applicable laws and regulations in Hong Kong and
Japan on certain key shareholder protection standards that we consider material to our
Shareholders and investors.

Amendment to constitutional documents

Under Hong Kong law, any alteration to the articles of association of a company (except for
alternation to the maximum number of shares that the company may issue) must generally be
made by a 75% majority vote in a general meeting. Under Japan law, in order to amend the
articles of incorporation, the resolution of the shareholders’ meeting shall in general be approved
by at least two-thirds of the voting rights of the shareholders present at a meeting where the
shareholders holding at least one-third of the voting rights who are entitled to exercise their
voting rights are present. The standard of shareholders’ protection under Japan law is similar to
or comparable with that under Hong Kong law.
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Variation of rights

Under Hong Kong law, rights attached to shares in a class of shares in a company may be
varied only with either (a) a written consent of holders representing at least 75% of the total voting
rights of holders of shares in the class; or (b) a 75% majority vote passed at a separate general
meeting of holders of shares in the class sanctioning the variation, unless otherwise provided
under the articles of association. Under Japan law, in order to vary the rights attached to any
class of shares, the resolution of the general meeting shall be approved by at least two-thirds of
the voting rights of the shareholders present at a meeting where the shareholders holding at least
a majority (which is lowered to one-third under our Articles) of the voting rights who are entitled
to exercise their voting rights are present. Moreover, if a proposed amendment would be
detrimental to shareholders of such class of shares, the resolution of the class shareholders’
meeting must be approved by at least two-third of the voting rights of the class shareholders
present at a meeting where the class shareholders holding at least a majority of the voting rights
who are entitled to exercise their voting rights are present. The standard of shareholders’
protection under Japan law is not materially different to that under Hong Kong law.

Under our Articles, our Company is not allowed to issue any other class of Shares other than
our common Shares* (I E ). The requirements in relation to class meetings set out above are
therefore not applicable to us.

Liability to the company

Under Hong Kong law, a person who is a member of a company is not bound by any
alteration of the articles of association of the company that takes effect after the date on which
the person became a member if the alteration increases the person’s liability to the company
unless the person agrees in writing before, on or after the alternation taking effect to be bound
by such alteration. Under Japan law, existing shareholders are not subject to any liability to the
company except to the extent of the amount payable in respect of the shares such existing
shareholders subscribed or purchased when they acquired such shares from our Company. The
standard of shareholders’ protection under Japan law is not materially different to that under
Hong Kong law.

Winding Up

Under Hong Kong law, the voluntary winding up of a company must be approved by
shareholders with a 75% majority vote in a general meeting. Under Japan law, in order to
voluntarily wind up a company, the resolution of a shareholders’ meeting must be approved by
at least two-thirds of the voting rights of the shareholders present at a meeting where the
shareholders holding at least a majority (which is lowered to one-third in our Articles) of the voting
rights who are entitled to exercise their voting rights are present. The standard of shareholders’
protection under Japan law is not materially different to that under Hong Kong law.
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Auditors

Under Hong Kong law, the appointment, removal and remuneration of auditors must be
approved by a majority vote in a general meeting. Under Japan law and our Articles, in order to
appoint an accounting auditor of our Company, the resolution of our general meeting must be
approved by a majority vote of our Shareholders present at the meeting where the Shareholders
holding at least one-third of the voting rights who are entitled to exercise their voting rights are
present. The removal of accounting auditor requires a resolution of a general meeting to be
approved by at least a majority of the voting rights of the Shareholders present at a meeting
where the Shareholders holding at least a majority of the voting rights who are entitled to exercise
their voting rights are present. The remuneration of accounting auditor, on the other hand, is
determined by our Audit Committee which is entirely made up of Independent Non-executive
Directors. The standard of shareholders’ protection under Japan law is similar to or comparable
with that under Hong Kong law.

Register of members

Under Hong Kong law, a member of a company is entitled, on request made in the manner
prescribed under law and without charge, to inspect the register of members of the company. In
the case of our Company, our Hong Kong Share Registrar will maintain our Share Register in
Hong Kong and make available a copy for inspection by our Shareholders and creditors.
However, there are certain limited circumstances under the Japan Companies Act under which
our Company may reject a request for inspection from our Shareholders and creditors. In
addition, the Personal Data Information Act provides that we may not allow a person other than
our Shareholders and creditors to inspect our Share Register except under certain
circumstances. For details of the rejection criteria under the Japan Companies Act and the
relevant provisions under the Personal Information Protection Act, see “— C. Shareholders’
Rights — Inspection of our Share Register” in this section above.

Compulsory Acquisition

Under the Companies Ordinance, the minority shareholders of a Hong Kong-incorporated
company may be compulsorily brought out or may require an offeror to buy out their interests if
the offeror acquires 90% of the issued shares in a successful takeover without shareholders’
approval. Under the relevant Japan laws and regulations, compulsory acquisitions can be
achieved without shareholders’ approval by the following transactions:

(i)  An offeror (which must be a Japan-incorporated company) having acquired 90% or
more of the voting rights in a stock company* (#£ 2 #k) (which our Company is one)
may (aa) acquire the remaining interests of the minority shareholders by way of a share
exchange* (kX2 H1) arrangement; or (bb) cash out the remaining interests of the
minority shareholders by way of a merger* (&5 f}f) arrangement (the “JCA Compulsory
Acquisitions”) only with the approval of the board of directors of the said company. In
case of a share exchange* (FRz{LaZ#4) arrangement, the offeror must be a stock
company* (FkX£#k) or a limited liability company* (& [ & k).
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(i) Under the JCA Amendments, an offeror having acquired 90% or more of the voting
rights in a stock company* (Fkz=X&%k) (which our Company is one) may compulsorily
acquire the interests of all remaining shareholders only with the approval of the board
of directors of the said company (the “JCA Amendment Compulsory Acquisition”).

Other than the transactions above, there is currently no provision under Japan laws and
regulations similar to the compulsory acquisition regime under the Companies Ordinance that
would otherwise allow an offeror in a successful takeover to buy out the minority shareholders
without shareholders’ approval, regardless of the shareholding percentage acquired by such
offeror.

Apart from the JCA Compulsory Acquisitions and the JCA Amendment Compulsory
Acquisition, under Japan laws, an offeor of a successful takeover or the minority shareholders of
a Japan-incorporated company may also achieve a similar outcome of compulsory acquisitions
by proposing a number of alternative transactions (the “Share Transactions”) to the subject
company, all of which are subject to shareholders’ approval.

To initiate the Share Transactions, an offeror in a successful takeover or minority
shareholders may either (i) request for the convocation of a general meeting; or (ii) request for
additional matter(s) to be included in the agenda of a general meeting. See “— B. Shareholders’
Meetings” in this section above for the detailed procedures.

Under the Japan Companies Act, the approval threshold of the Share Transactions is
two-third of the votes of shareholders present at a general meeting, which is significantly lower
than the 90% threshold of the compulsory acquisition regime under the Companies Ordinance.
As an enhanced measure of shareholders’ protections, our Articles provide that at least 90% of
the votes of Shareholders present at a general meeting are required to effect the Share
Transactions.

Our Directors are of the view that, in relation to compulsory acquisitions, the level of
protections under our Articles and the relevant Japan laws and regulations taken as a whole is
largely commensurate to the shareholders’ protections provided under the Companies Ordinance
(given the Articles provisions put in place by us).

Meetings

Under Hong Kong law, except for a private company or a company limited by guarantee, a
company must, in respect of each financial year, hold a general meeting as its annual general
meeting within six months after the end of its accounting reference period. Japan law provides
that a Japan company must hold an annual general meeting within three months from the end of
its financial year. The standard of shareholders’ protection under Japan law is similar to or
comparable with that under Hong Kong law.
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Right to convene meetings

Under Hong Kong law, the directors are required to call a general meeting if the company
has received requests to do so from members of the company representing at least 5% of the
total voting rights of all the members having a right to vote at general meetings. In addition, a
company must circulate a resolution proposed as a written resolution if it has received requests
to do so from the members of the company representing not less than 5% (or a lower percentage
prescribed in the company’s articles of association) of the total voting rights of all the members
entitled to vote on the resolution. Japan law provides that a shareholder who has held no less
than 3% of the voting rights in a company for the last six consecutive months may request its
directors to convene a general meeting. If the directors do not send out a convocation notice for
such general meeting to be held and such shareholders’ meeting is not convened by the directors
within eight weeks from the date of such request, the relevant Shareholder who made the request
may convene a general meeting with court permission.

The standard of shareholders’ protection under Japan law is not materially different to that
under Hong Kong law.

Notice of meetings

Under Hong Kong law, the notice period for all general meetings is 14 days (regardless of
whether an ordinary or special resolution is proposed for consideration), except the notice period
for an annual general meeting is 21 days. Our Articles provide that convocation notice of our
AGMs and extraordinary general meeting must be despatched 21 days prior to the date thereof.

In addition, after the convocation notice of a general meeting has been despatched, a
Shareholder is permitted to propose a last-minute amendment to the matters included in an
existing meeting agenda of a general meeting of our Company without any prior notice if a matter
of similar nature is included in the original meeting agenda. For example, a Shareholder may
propose last-minute amendments to an existing meeting agenda and nominates a person for
election as a director at any time before the relevant general meeting or even at the meeting, if
the meeting original agenda includes a proposal of the appointment of a new Director, or
Directors, to our Board of Directors. These last-minute amendments are a theoretical mechanism
which, according to our Directors’ knowledge, is exceptionally rarely put into actual practice in
Japan.

Distribution of notices

Under Hong Kong law, notice of a general meeting must be (i) given in hard copy form or
in electronic form; or (ii) by making the notice available on a website; or (iii) a combination of the
aforementioned manners. Japanese companies have similar procedures for the distributions of
notices and voting. Upon Listing, notice of our general meetings will be despatched in hard
copies and published on a Japanese newspaper as well as our Company’s website and the
website of the Stock Exchange.
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Voting

The Listing Rules require that, where a transaction or arrangement of an issuer is subject to
shareholders’ approval under the provisions of the Listing Rules, any shareholder that has a
material interest in the transaction or arrangement shall abstain from voting on the resolution(s)
approving the transaction or arrangement in a general meeting. In addition, controlling
shareholders must abstain from voting in favour of certain matters under the Listing Rules. There
are also certain matters where independent shareholders approvals are required under the
Takeovers Code. See “— B. Shareholders’ Meetings — Material Interests in a Transaction” in this
section above for the voluntary measures we have put in place to afford our Shareholders
protections comparable to those available under the Listing Rules and the Takeovers Code.

Proxies

Under Hong Kong law, a member of a company is entitled to appoint another person
(whether a member or not) as a proxy to exercise all of the member’s rights to attend and to
speak and vote at a general meeting. A company must also ensure that in a notice calling a
general meeting of the company, there must appear, with reasonable prominence, a statement
informing the members of their rights to appoint a proxy. In addition, a body corporate which is
a member of a company may authorise any person it thinks fit to act as its corporate
representative at any meeting of the Company, exercising the same powers on behalf of the body
corporate as the body corporate could exercise if it were an individual member of the company.
In the case of our Company, we do not impose any restriction or limitation on the identity or
qualification of proxies or corporate representatives appointed by our Shareholders. See “— B.
Shareholders Meetings — Proxies and Corporate Representatives” in this section above for
powers entitled to be exercised by proxies or corporate representatives appointed by our
Shareholders, which are not materially different by those offered under Hong Kong law.

Voting by poll

Under Rule 13.39(4) of the Listing Rules, any vote of shareholders at a general meeting must
be taken by poll except where the chairman, in good faith, decides to allow a resolution which
relates purely to a procedural or administrative matter to be voted on by a show of hands. Voting
in our general meetings is conducted by poll in practice. Each Share held by our Shareholders,
in general, entitles them one vote in our general meeting. Under our Articles, we must count our
votes in accordance with the number of Shares owned by each Shareholder. Voting by show of
hand is not possible under the Japan Companies Act and our Articles.

Appointment of directors

Under Hong Kong law, the appointment of each director is required to be voted on
individually. A unanimous approval of the shareholders is required to pass a resolution permitting
appointment of two or more directors by a single resolution. Japan law generally does not require
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the appointment of each director to be voted on individually. The standard of shareholders’
protection under Japan law is not materially different to that under Hong Kong law as this is
purely an administrative matter. In case of our Company, cumulative voting on the appointment
of Directors is prohibited under our Articles.

Declaration of interest

Under Hong Kong law, if a director of a company is in any way, directly or indirecly,
interested in a transaction, arrangement or contract, or a proposed transaction, arrangement or
contract, with the company that is significant in relation to the company’s business and the
director’s interests is material, the director must declare the nature and extent of the director’s
interest to the other directors. A declaration of interest in a transaction, arrangement or contract
that has been entered into must be made as soon as reasonably practicable, and a declaration
of interest in a proposed transaction, arrangement or contract must be made before the company
enters into the said transaction, arrangement or contract. Under the Japan Companies Act, a
director must report all the material facts, including his/her interest, with respect to a transaction
at the meeting of the board of directors to approve the relevant transaction prior to voting on it.
Any such director with an interest in the transaction is not entitled to be counted in the quorum
for voting on the transaction. Directors are in general not required to declare any material interest
in any transaction with the company as soon as practicable after he/she is aware of such interest,
but as the interest must be declared prior to approval of the transaction and the relevant director
is not entitled to have his or her vote counted towards a quorum, this is not materially detrimental
to shareholders. The standard of shareholders’ protection under Japan law is similar to or
comparable with that under Hong Kong law.

In addition, our Articles provide that a Director shall not vote on any Board resolution
approving any contract or arrangement or any other proposal in which he or any of his close
associates (as defined under the Listing Rules) has a material interest (as explained under the
Listing Rules) nor shall he be counted in the quorum in the relevant meeting.

Loans to directors

Under Hong Kong law, a company may only make loans to a director in certain limited
circumstances. The Japan Companies Act does not contain specific provisions on loans to, or
credit transactions with, directors, but such transactions will be governed by article 356 and
article 365 of the Japan Companies Act which restrict transactions that result in a conflict of
interest. Although companies are not prohibited from entering into transactions with their
directors, such transactions must be approved by a vote of the board of directors which excludes
the interested director from voting and being counted for the quorum. The relevant director must
also report all material facts relating to such transaction at the meeting of the board of directors
and after such transaction takes place without delay. The standard of shareholders’ protection
under Japan law is similar to or comparable with that under Hong Kong law.
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In addition, our Articles provide that our Company shall not directly or indirectly make a loan,
enter into a guarantee or provide security to a Director except as permitted under both the Japan
Companies Act and the Companies Ordinance (as if our Company was a public company
incorporated in Hong Kong).

Payments to directors

Under Hong Kong law, any payment to a director or former director of a company as
compensation for loss of office or retirement from office is required to be approved by a majority
vote in a general meeting. Under Japan law, for companies with three committees”
(FEEFZFESH) (which our Company is one), any remuneration, compensation or other payment
(including compensation for loss of office or retirement from office) is made to directors or past
directors must be determined and approved by their remuneration committees. Given that the
majority of our Remuneration Committee comprises Independent Non-executive Directors, we
consider that the standard of protection under Japan law is not materially different from that
under Hong Kong law.

Alteration of share capital

Under Hong Kong law, any alteration of share capital in the company must be approved by
a majority vote in a general meeting. Japan law provides that an increase in the number of shares
authorised to be issued can only be made by an alteration of a company’s articles of
incorporation* (€ #X), which requires the resolution of the shareholders’ meeting to be approved
by at least two-thirds of the voting rights of the shareholders present at a meeting where the
shareholders holding at least a majority (which is lowered to one-third under our Articles) of the
voting rights who are entitled to exercise their voting rights are present. The standard of
shareholders’ protections under Japan law is similar to or comparable with that under Hong Kong
law.

Reduction of share capital

Under Hong Kong law, reduction of share capital in a company is generally subject to
confirmation by the court or supported by a solvency statement given by all directors of the
company and be approved by shareholders with a 75% majority vote in a general meeting.
Alternatively, a company may reduce its capital by seeking approval of disinterested members by
a 75% majority vote together with the satisfaction of a solvency test and publication of notices
in the government’s gazette and newspaper. Japan law generally permits a company to reduce
its share capital without a court confirmation and instead by way of a resolution of the
shareholders’ meeting to be approved by at least two-thirds of the voting rights of the
shareholders present at a meeting where the shareholders holding at least a majority (which is
lowered to one-third under our Articles) of the voting rights who are entitled to exercise their
voting rights are present. The standard of shareholders’ protections under Japan law are not
materially different to that under Hong Kong law.
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Redemption of shares

Under Hong Kong law, a company may make a payment in respect of a redemption of its
own shares out of the company’s distributable profits, out of the proceeds of a fresh issue of
shares made for the purpose of redemption or out of its capital. Under Japan law, any shares to
be purchased by a company must be acquired from distributable profits and a company may
issue callable shares so long as such shares are issued as a separate class. Our Company
however issues one class of shares only, being common Share(s)* (@ # ). Our Articles provide
that our Company shall not issue any class of shares other than common Shares. The standard
of shareholders’ protection in respect of share redemption under Hong Kong law is therefore not
applicable to us.

Financial assistance

Under Hong Kong law, a company is prohibited from giving financial assistance for the
acquisition of its shares or shares in its holding company in certain circumstances. Although there
are no specific provisions in the Japan Companies Act that are intended to prevent financial
assistance, giving direct or indirect financial assistance for the acquisition of its shares or shares
in its holding company that results in a reduction of the net assets of a company would amount
to a violation of fiduciary duty of directors and other officers, unless there is a reasonable ground
to do so. The standard of shareholders’ protections under Japan law is not materially different to
that under Hong Kong law.

In addition, our Articles provide that our Company may not give financial assistance for the
purpose of or in connection with a purchase made or to be made by any person of any Share
except as permitted under both the Japan Companies Act and the Companies Ordinance (as if
our Company was a listed company in Hong Kong).

H. ONGOING INVESTOR EDUCATION

Information contained in this section will be available at our Company’s website upon Listing
for the benefits of potential investors who may invest in our Company in secondary markets. If
we become aware of any legal or regulatory development which may affect the information
contained in this section, we will update the relevant contents on our Company’s website and
issue a voluntary announcement.

We will also caution our investors the risks associated with our “bearer shares” in our share
certificates, annual/interim reports and the front page of the “Investor Relations” section of our
Company’s website.
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In preparation for the Listing, we have applied for, and have been granted by the Stock
Exchange, a number of waivers from strict compliance with certain provisions under the Listing
Rules. A summary of these waivers are set out in this section below. These waivers have been
granted to us, in part, on the basis of the protections available to our Shareholders under the
applicable Japan laws and regulations. Further information in relation to the provisions of laws
and regulations applicable to us is set out in “Key Japan Legal and Regulatory Matters” and
“Appendix V. — Summary of our Articles of Incorporation and Japan Corporation Law”.

Some of the waivers applied by us were granted by the Stock Exchange on the basis of
circumstances which are specific to us. In the event of any changes to these circumstances
(including changes in Japan laws and regulations which form the basis of these waivers), we
will notify the Stock Exchange as soon as practicable.

A. COMMON WAIVER

Set out below is the common waiver of general effects that was granted to us by the Stock
Exchange under Rule 2.04 of the Listing Rules with the prior consent of the SFC:

Relevant Rule(s) waived Subject matter Page No.

Rule 8.12 .......... Sufficient management presence in Hong Kong 106

MANAGEMENT PRESENCE IN HONG KONG

Under Rule 8.12 of the Listing Rules, we must have sufficient management presence in
Hong Kong. This normally means that at least two of our Executive Directors must be ordinarily
residents in Hong Kong.

Our Group is principally engaged in the business of owning and operating pachinko halls in
Japan. The headquarters of our Company are located in Koriyama City (ERLLIT), Fukushima
Prefecture (f28%&), Japan, and our operations are managed from our headquarters with
pachinko halls located across ten prefectures in Japan. We do not carry out or manage any
business activity in Hong Kong.

Our Chairman is the sole Executive Director of our Company. He currently does not, and for
the foreseeable future, will not, reside in Hong Kong. Since the main operations of our Group are
in Japan, we consider it practically difficult and commercially unviable and unnecessary for our
Company to either relocate our Chairman to Hong Kong, or appoint two additional Executive
Directors who will ordinarily reside in Hong Kong. We further consider that it is in the best interest
of our Company and our Shareholders for our Chairman to attend to his functions and duties in
Japan and remain close to our core operations.
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Accordingly, our Company does not have, and does not contemplate in the foreseeable
future to have, sufficient management presence in Hong Kong for the purpose of satisfying the
requirements under Rule 8.12 of the Listing Rules.

In light of the aforesaid, we have applied for, and the Stock Exchanged has granted us, a
waiver from strict compliance with Rule 8.12 of the Listing Rules on the following conditions:

(a)

pursuant to Rules 2.11, 3.05 and 19.36(6) of the Listing Rules, we have appointed two
authorised representatives who will act as our principal channel of communication with
the Stock Exchange. The two authorised representatives are Mr. Hiroaki KUMAMOTO
(REAEEH) (an Independent Non-executive Director) and Ms. YIU Wai Man Karen
(WEE ) (one of the joint company secretaries). The authorised representatives will be
available to meet with the Stock Exchange on reasonable notice as and when required
and will be readily available by telephone, email and facsimile to promptly address the
enquiries of the Stock Exchange and their contact details (including mobile phone
numbers, residential and office phone numbers and facsimile numbers) have been
provided to the Stock Exchange. We will inform the Stock Exchange promptly in
respect of any change in the authorised representatives and their alternate(s);

each of the authorised representatives is duly authorised to communicate on behalf of
our Company with the Stock Exchange. The authorised representatives will be able to
contact our Directors promptly at all times as and when the Stock Exchange wishes to
contact our Directors on any matter. Each of our Directors is authorised to
communicate on our Company’s behalf with the Stock Exchange;

all Directors have provided their mobile phone numbers, office phone numbers,
facsimile numbers and email addresses to the Stock Exchange. Each of our Directors
is authorised to communicate on our Company’s behalf with the Stock Exchange;

each of our Directors (including Independent Non-executive Directors) hold valid travel
documents such that he will be available to travel to Hong Kong to meet with the Stock
Exchange within a reasonable timeframe upon request of the Stock Exchange;

our Company will retain professional advisers (including legal advisers and
accountants) to advise on our on-going compliance obligations and other issues
arising under the Listing Rules and other applicable laws and regulations in Hong Kong
after the Listing;

pursuant to Rule 3A.19 of the Listing Rules, we have appointed Shenyin Wanguo
Capital (H.K.) Limited as our compliance adviser who will have access at all times to
the authorised representatives, our Directors and the other senior management of our
Company. The compliance adviser will be appointed for a period commencing on the
Listing Date and ending on the date of despatch of our annual report in respect of our
financial results for the first full financial year commencing after the Listing; and
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(@@ meetings between the Stock Exchange and our Directors could be arranged through
the authorised representatives or the compliance adviser, or directly with our Directors,
within a reasonable time frame.

Our Directors and the Sole Sponsor have confirmed that the conditions set out under the
appendix to the Joint Policy Statement and the Stock Exchange’s Guidance Letter HKEx-GL9-09
in relation to this waiver have been fulfilled.

B. ADDITIONAL WAIVERS

Set out below are the additional waivers that were granted to us by the Stock Exchange
based on the circumstances that are specific to us:

Relevant Rule(s) waived Subject matter Page No.
Rule 13.70 . ........ Announcement of Nomination of Director(s) 108
Paragraphs 2(2), 3(1), Requirements with respect to our Articles 109

4(2), 4(4), 4(5), 12
and 14 of Appendix
3 to the Listing

ANNOUNCEMENT OF NOMINATION OF DIRECTOR(S)

Rule 13.70 of the Listing Rules requires that an issuer publish an announcement or issue a
supplementary circular upon receipt of a notice from a shareholder to propose a person for
election as a director at the general meeting where such notice is received by the issuer after
publication of the notice of meeting. The Note to Rule 13.70 of the Listing Rules further provides
that the issuer must assess whether or not it is necessary to adjourn the meeting of the election
to give shareholders at least ten business days to consider the relevant information disclosed in
the announcement or supplementary circular.

Under article 304 of the Japan Companies Act, a Shareholder is permitted to propose a last
minute amendment to the matters included in an existing meeting agenda of a general meeting
of our Company without any prior notice if a matter of similar nature is included in the original
meeting agenda. Shareholders may propose last-minute amendments to an existing meeting
agenda and nominates a person for election as a Director at any time before the relevant general
meeting or even at the meeting, if the original meeting agenda includes a proposal of the
appointment of a new Director, or Directors, to our Board of Directors. These last-minute
amendments are a theoretical mechanism which, according to our Directors’ knowledge, is
exceptionally rarely put into actual practice in Japan.
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In light of these Japan law provisions, the requirements under Rule 13.70 of the Listing
Rules are inconsistent with, and unenforceable under, Japan law if any of our Shareholders
proposes last-minute amendments to an existing meeting agenda of our general meetings and
nominates a person for election as a Director. On such basis, we have applied for, and the Stock
Exchange has granted us, a partial waiver from strict compliance with Rule 13.70 of the Listing
Rules on the conditions that:

(@) we will use all means and resources reasonably available to us to make an
announcement to inform our Shareholders as soon as reasonably practicable upon
receipt of last-minute amendments to an existing meeting agenda on the election
and/or re-election of Director(s), so long as it is made before the date of the relevant
general meeting; and

(b) we will publish the above announcement on the Stock Exchange’s website and the
website of our Company in English and Chinese.

The partial waiver referred to above only applies to circumstances where a Shareholder,
pursuant to the Japan Companies Act, proposes last-minute amendments to an existing meeting
agenda of our Company’s general meetings and nominates a person for election as a Director.
On all other occasions, we will comply with the requirements under Rule 13.70 of the Listing
Rules.

Our Directors and the Sole Sponsor have confirmed that the Stock Exchange’s approach set
out in the Country Guide with respect to Rule 13.70 of the Listing Rules is adopted. Our Company
considers that the protections afforded to our Shareholders, considering the voluntary measures
set out above in place, will be comparable to the relevant requirements under the Listing Rules.

ARTICLES OF INCORPORATION

Appendix 3 to the Listing Rules provides that the articles of association or equivalent
document of an issuer must conform with the provisions set out in that appendix and, where
necessary, a certified copy of a resolution of the board of directors or other governing body
undertaking to comply with the appropriate provisions must be lodged with the Stock Exchange.

QOur Articles do not contain equivalent provisions in compliance with certain requirements
under Appendix 3 to the Listing Rules on the basis that the protections afforded to our
Shareholders are comparable to those available under the Listing Rules pursuant to those
requirements. Set out below are the comparable shareholders protections offered under the
Japan regime of each of the relevant requirements under Appendix 3 to the Listing Rules and any
difference between the Japan legal and regulatory requirements and the requirements under the
Listing Rules.
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Definitive certificates

Paragraph 2(2) of Appendix 3 to the Listing Rules provides that where the power is taken
to issue share warrants to bearer, no new share warrant shall be issued to replace one that has
been lost, unless the issuer is satisfied beyond reasonable doubt that the original has been
destroyed.

QOur Articles contain no equivalent provision. The concept of share warrants was abolished
with the introduction of the Japan Companies Act in 2006. Our Company may issue SARs in lieu
of share warrants and we may issue certificates representing SARs. Under Japan law, any holders
of SARs who have lost certificates may not request the re-issue of their certificate unless they
have obtained a decision for invalidation by a court of justice in Japan as provided under article
106(1) of the Non-contentious Cases Procedures Act* (JEFA S 1F FHiik) of Japan (Act No. 51 of
2011), in accordance with article 291 of the Japan Companies Act.

We consider that the protections afforded to our Shareholders under the Japan law
provisions above are comparable to those available under paragraph 2(2) of Appendix 3 to the
Listing Rules.

Dividends

Paragraph 3(1) of Appendix 3 to the Listing Rules provides that any amount paid up in
advance of calls on any share may carry interest, but shall not entitle the holder of the share to
participate in respect thereof in a dividend subsequently declared.

Our Articles contain no equivalent provision. Under Japan law, there is no concept of
amounts paid up in advance of calls on shares. Articles 208 and 209 of the Japan Companies Act
provide that all consideration due for shares issued by a Japanese company must be paid in full
on their issue, at which point the party subscribing for such shares will become entitled to
dividends declared by that company on record dates on or after such issue.

We consider that, under Japan law, there are no circumstances under which paragraph 3(1)
of Appendix 3 to the Listing Rules would apply to us since amounts may not be paid in advance
of calls on our Shares.

Casual vacancy

Paragraph 4(2) of Appendix 3 to the Listing Rules provides that any person appointed by the
directors to fill a casual vacancy on the board must hold office only until the following annual
general meeting and will then be eligible for re-election.

Our Articles contain no equivalent provision. Under article 329 of the Japan Companies Act,
a vacant directorship may only be filled following a vote of shareholders in a general meeting. If
the vacancy causes the number of appointed directors to fall below the number of directors
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required either under the articles of incorporation* (€3#k) or the Japan Companies Act, the
remaining director(s) must without delay convene a general meeting to appoint additional
director(s). Failure to do so will subject the remaining director(s) to a maximum fine of ¥1 million.

Under the Japan Companies Act, a minimum of three Directors are required to be appointed.
Under our Articles, the number and composition of our Board must at all times comply with the
relevant requirements under the Listing Rules (such as the requirement to appoint at least three
Independent Non-executive Directors under Rule 3.10(1) of the Listing Rules). Upon Listing,
when the number and composition of our Board fall short of the requirements under the Listing
Rules, the remaining Directors will without undue delay convene a general meeting to appoint
additional Director(s) in accordance with our Articles and the Japan Companies Act.

In addition, under limited circumstances, the court may appoint a person to fill up a vacant
directorship on a temporary basis under the Japan Companies Act. Our Articles provide that any
Director so appointed by the court shall hold office only until the following AGM.

We consider that, under Japan law, there are no circumstances under which paragraph 4(2)
of Appendix 3 to the Listing Rules would apply to us as no person shall be appointed by our
Directors to fill a casual vacancy under the Japan Companies Act.

Nomination of Director(s)

Paragraph 4(4) of Appendix 3 to the Listing Rules provides that the minimum length of the
period for notice to propose a person for election as a director and that person to notify the issuer
of his willingness to be elected, must be at least seven days. Paragraph 4(5) of Appendix 3 to the
Listing Rules provides that period for lodgement of the notices referred to in paragraph 4(4) shall
commence no earlier than the day after the despatch of the notice of the meeting appointed for
such election and end no later than seven days prior to the date of such meeting.

Our Articles contain no equivalent provision. Under the Japan Companies Act, a
Shareholder is permitted to propose a last-minute amendment to the matters included in an
existing meeting agenda of a general meeting of our Company without any prior notice if a matter
of similar nature is included in the original meeting agenda. Shareholders may propose
last-minute amendments to an existing meeting agenda and nominates a person for election as
a director at any time before the relevant general meeting or even at the meeting, if the original
meeting agenda includes a proposal of the appointment of a new Director, or Directors, to our
Board of Directors. These last-minute amendments are a theoretical mechanism which,
according to our Directors’ knowledge, is exceptionally rarely put into actual practice in Japan.

In light of these Japan law provisions, the requirements under paragraphs 4(4) and 4(5) of
Appendix 3 of the Listing Rules are inconsistent with, and unenforceable under, Japan law if any
of our Shareholders proposes last-minute amendments to an existing meeting agenda of the
general meetings of our Company and nominates a person for election as a Director.
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We have adopted the following voluntary measures to afford our Shareholders protections
comparable to those available under paragraphs 4(4) and 4(5) of Appendix 3 to the Listing Rules:

(@) we will use all means and resources reasonably available to us to make an
announcement to inform our Shareholders as soon as reasonably practicable upon
receipt of a proposal to make last-minute amendment to an existing meeting agenda
on the election and/or re-election of Director(s), so long as it is made before the date
of the relevant general meeting; and

(b) we will publish the above announcement on the Stock Exchange’s website and the
website of our Company in English and Chinese.

Our Directors and the Sole Sponsor have confirmed that the Stock Exchange’s approach as
set out in the Country Guide with respect to paragraphs 4(4) and 4(5) of Appendix 3 to the Listing
Rules is adopted. Our Company considers that the protections afforded to our Shareholders,
considering the voluntary measures in place, will be comparable to the relevant requirements
under the Listing Rules.

Disclosure of Interests

Paragraph 12 of Appendix 3 to the Listing Rules provides that no power shall be taken to
freeze or otherwise impair any of the rights attaching to any share by reason only that the person
or persons who are interested directly or indirectly therein have failed to disclose their interests
to the company.

Our Articles contain no equivalent provision. Under Japan law, there are no circumstances
where a company would be empowered to take action on a shareholder’s failure to disclose their
interests to the company. As such, any amendment made to our Articles pursuant to this
requirement will be redundant and unnecessary under Japan law.

Untraceable members

Paragraph 13(1) of Appendix 3 to the Listing Rules provides that an issuer must not stop
sending dividend warrants by post until these warrants are left uncashed on two consecutive
occasions. However, an issuer may stop sending dividend warrants after the first occasion on
which one is returned undelivered.

Under article 196(1) of the Japan Companies Act, in cases where notices (including dividend
warrants) have not reached a Shareholder for five consecutive years, our Company is no longer
required to give notices to the relevant Shareholder. Instead, the Shareholder shall collect the
notices (including dividend warrants) from our Company at our registered office.

We consider that the protections afforded to our Shareholders under the Japan law
provisions above are comparable to those available under paragraph 13(1) of Appendix 3 to the
Listing Rules.
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Material interests in a transaction

Paragraph 14 of Appendix 3 to the Listing Rules provides that, where any shareholder is,
under the Listing Rules, required to abstain from voting on any particular resolution or restricted
to voting only for or against any particular resolution, any votes cast by or on behalf of such
shareholder in contravention of such requirement or resolution shall not be counted.

Our Articles contain no equivalent provision. Under Japan law, a company shall not amend
its constitutional document to restrain or restrict its shareholders, including controlling
shareholders, from voting on any particular resolution. Each Shareholder is, in general, entitled
to a single vote for each Share he holds in our Company and we may not restrict this right in the
circumstances provided under the Listing Rules and the Takeovers Code.

To afford our Shareholders protections comparable to those available under paragraph 14
of Appendix 3 to the Listing Rules, our Shareholders have resolved to adopt the following
alternative provisions in our Articles:

“Where a transaction or arrangement or contract or other matter is required to be approved
by our Shareholders under the Listing Rules and/or the Takeovers Code:

(a) a general meeting shall be convened to seek our Shareholders’ approval of such
matter;

(b) our Hong Kong Share Registrar shall count the votes casted at the said general
meeting in accordance with the criteria and requirements under the Japan Companies
Act;

() we shall appoint our compliance adviser or another independent financial or legal
adviser to review the votes counted by our Hong Kong Share Registrar and confirm that
the resolution would have been successfully passed if the votes cast had excluded the
votes of our Shareholders that would otherwise be required to be abstained or
otherwise uncounted under the Listing Rules and/or the Takeovers Code; and

(d) the Shareholders’ approval referred to in item (a) above and the confirmation referred
to in item (c) above shall be made conditions precedent in the relevant transaction
agreement and we shall implement such matter only if both conditions have been
satisfied.”

We consider that the alternative provisions in our Articles set out above will allow us to
comply with (i) the abstention requirements under Rule 2.15 of the Listing Rules and other
relevant requirements under the Listing Rules which specifically apply these abstention
requirements; and (i) the abstention requirements under the Takeovers Code with respect to
transactions that require independent Shareholders’ approval.
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Further details on our voluntary abstention process with regard to voting in a general
meeting are set out in “Key Japan Legal and Regulatory matters — B. Shareholders’ Meetings —
Material Interests in a Transaction”. Our Directors and the Sole Sponsor have confirmed that the
Stock Exchange’s approach as set out in paragraphs 6.2 to 6.5 of the Country Guide is adopted.
Our Company considers that the protections afforded to our Shareholders, considering the
alternative provisions in our Articles in place, will be comparable to the relevant requirements
under the Listing Rules.

Waiver

We have applied for, and the Stock Exchange has granted us, a waiver from strict
compliance with paragraphs 2(2), 3(1), 4(2), 4(4), 4(5), 12 and 14 of Appendix 3 to the Listing
Rules on the basis that the protections available to our Shareholders under, as the case may be,
the Japan law provisions, our Articles and/or the voluntary measures adopted by us are
comparable to those available under the relevant requirements under the Listing Rules on the
conditions that our Directors and the Sole Sponsor have confirmed that they are of the view that:

(a) the substantive differences between our Articles and paragraphs 2(2), 3(1), 4(2), 4(4),
4(5), 12 and 14 of Appendix 3 to the Listing Rules (given, as the case may be, the
Japan law provisions, alternative provisions adopted in our Articles, and the voluntary
measures put in place by us) are not material; and

(b) the level of protections under our Articles, the Japan Companies Act and all other
applicable legislations, regulations, regulatory guidance and practices in Japan taken
as a whole is largely commensurate to the shareholders’ protections provided under
paragraphs 2(2), 3(1), 4(2), 4(4), 4(5), 12 and 14 of Appendix 3 to the Listing Rules
(given, where applicable, the voluntary measures put in place by us), and any residual
difference between our Articles and Appendix 3 to the Listing Rules are prominently
disclosed in this Prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This Prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, the Securities and Future
(Stock Market Listing) Rules and the Listing Rules for the purpose of giving information to the
public with regard to our Group. Our Directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief, the information contained in this Prospectus is accurate
and complete in all material respects and not misleading or deceptive, and there are no other
matters, the omission of which would make any statement herein or this Prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and
representations made in this Prospectus and the Application Forms and on the terms and
conditions set out herein and therein. No person has been authorised to give any information or
make any representations other than those contained in this Prospectus and the Application
Forms and, if given or made, such information or representations must not be relied on as having
been authorised by our Company, the Sole Global Coordinator, the Sole Sponsor, the Sole
Bookrunner, the Sole Lead Manager, the Underwriters, any of their respective directors, agents,
employees or advisors or any other party involved in the Global Offering. Neither the delivery of
this Prospectus nor any offering, sale or delivery made in connection with our Shares shall, under
any circumstances, constitute a representation that there has been no change or development
reasonably likely to involve a change in our affairs since the date of this Prospectus or imply that
the information in this Prospectus is correct as of any subsequent time.

Details of the structure of the Global Offering, including its conditions, are set out in
“Structure of the Global Offering”, and the procedures for applying for the Hong Kong Offer
Shares are set out in “How to Apply for Hong Kong Offer Shares” and on the relevant Application
Forms.

UNDERWRITING

This Prospectus is published solely in connection with the Hong Kong Public Offering which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
Prospectus and the Application Forms set out the terms and conditions of the Hong Kong Public
Offering.

The Listing is sponsored by the Sole Sponsor. The Hong Kong Public Offering is fully
underwritten by the Hong Kong Underwriter under the terms of the Hong Kong Underwriting
Agreement. The International Underwriting Agreement relating to the International Offering is
expected to be entered into on or around the Price Determination Date, subject to agreement on
pricing of the Offer Shares between the Sole Global Coordinator (for itself and on behalf of the
Underwriters) and us. The Global Offering is managed by the Sole Global Coordinator.
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If, for any reason, the Offer Price is not agreed between our Company and the Sole Global
Coordinator (on behalf of the Underwriters) on or around the Price Determination Date, the Global
Offering will not proceed and will lapse. For further information about the Underwriters and the
underwriting arrangements, see “Underwriting”.

RESTRICTIONS ON SALE OF OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware of
the restrictions on offers of the Offer Shares described in this Prospectus and the Application
Forms, and that he is not acquiring, and has not been offered, any Offer Shares in circumstances
that contravene any such restrictions.

No action has been taken to permit an offering of the Hong Kong Offer Shares or the
distribution of this Prospectus and the Application Forms in any jurisdiction other than Hong
Kong. Accordingly, this Prospectus and the Application Forms may not be used for the purpose
of, and does not constitute, an offer or invitation in any jurisdiction or in any circumstances in
which such an offer or invitation is not authorised or to any person to whom it is unlawful to make
such an offer or invitation. The distribution of this Prospectus, the Application Forms and the
offering of the Offer Shares in other jurisdictions are subject to restrictions and may not be made
except as permitted under the applicable securities laws of such jurisdictions pursuant to
registration with or authorisation by the relevant regulatory authorities or an exemption therefrom.

ELIGIBILITY FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, our Shares on the
Stock Exchange and our Company complies with the stock admission requirements of HKSCC,
the Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the Listing Date or any other date as determined by
HKSCC.

Settlement of transactions between participants of the Stock Exchange is required to take
place in CCASS on the second Business Day after any trading day. You should seek the advice
of your stockbroker or other professional adviser for details of those settlement arrangements as
such arrangements will affect your rights and interests.

All necessary arrangements have been made to enable our Shares to be admitted into
CCASS.

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

116




INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee of the Stock Exchange for the granting
of the listing of, and the permission to deal in, our Shares (i) in issue as at the date of this
Prospectus; (ii) to be issued pursuant to the Global Offering; and (iii) to be issued upon exercise
of the Over-allotment Option.

No part of the share or loan capital of our Company is listed on or dealt in on any other stock
exchange and no such listing or permission to list on any other stock exchange is being or
proposed to be sought in the near future.

SHARE REGISTRAR AND STAMP DUTY

All Shares issued pursuant to applications made in the Global Offering will be registered on
our Company’s Share Register to be maintained in Hong Kong by our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

Our Shares are considered as “Hong Kong stock” for the purpose of the Stamp Duty
Ordinance. Dealings in our Shares registered on our Share Register will be subject to stamp duty
in Hong Kong.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing or
holding of and dealing in the Offer Shares. None of our Company, the Sole Global Coordinator,
the Sole Sponsor, the Sole Bookrunner, the Sole Lead Manager, the Underwriters, any of their
respective directors or any other person or party involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the subscription for,
purchase or holding of, or dealing in the Offer Shares.

LANGUAGE

If there is any inconsistency between this Prospectus and the Chinese translation of this
Prospectus, this Prospectus shall prevail. If there is any inconsistency between the Japanese
names of any of the entities mentioned in this Prospectus and their English and/or Chinese
translations, the Japanese names shall prevail.

EXCHANGE RATE CONVERSION

For the purpose of illustration only, certain amounts in this Prospectus denominated in
Japanese Yen have been translated into Hong Kong dollars. No representation is made that the
Japanese Yen amounts could have been, or could be, converted into Hong Kong dollars, or vice
versa, at the indicated rates or at all. Unless indicated otherwise, Japanese Yen amounts have
been translated into Hong Kong dollars at the rate of ¥15.15 to HK$1.00, which was the
exchange rate prevailing on 30 January 2015 (i.e. the last business day before the date of our
indebtedness statement).
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Residential Address Nationality

Executive Director

Hisanori TANIGUCHI 1-14-9 Kuwano South Korean
(B O ATE)" Koriyama-shi

(also known as Mr. JEONG Fukushima, Japan

Seonggi)

Independent Non-executive Directors

Hiroaki MORITA 1-45-1 Oyumino Japanese
(F% HBAHRE) Midori-ku, Chiba-shi

Chiba, Japan
Norio NAKAYAMA 3369-482 Takakuotsu Japanese
(F1E %) Nasumachi, Nasu-gun

Tochigi, Japan

Masaharu TOGO 2-4-9-104 Miyamaedaira Japanese
(I IEFR) Miyamae-ku, Kawasaki-shi
Kanagawa, Japan

Hiroaki KUMAMOTO Lions Mansion 501 Japanese
(REATEHH) 3-6-8 Hakusan
Bunkyo-ku

Tokyo, Japan

See “Directors and Senior Management” for further details of our Directors.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor and Sole Global Shenyin Wanguo Capital (H.K.) Limited
Coordinator Level 19
28 Hennessy Road
Hong Kong

Sole Bookrunner and Sole Lead Shenyin Wanguo Capital (H.K.) Limited

Manager Level 19
28 Hennessy Road
Hong Kong
Legal Adviser to our Company As to Hong Kong law:
Deacons

5/F Alexandra House
18 Chater Road
Central

Hong Kong

As to Japan law:

Soga Law Office

2/F Yotsuya Y’s Bldg

7-6 Honshiocho

Shinjuku-ku, Tokyo 160-0003
Japan

Legal Adviser to the Sole Sponsor As to Hong Kong law:
and the Underwriters Paul Hastings
21/F - 22/F Bank of China Tower
1 Garden Road
Central
Hong Kong

As to Japan law:

Kanagawa International Law Office

4th floor, Daisan Toranomon Denki Building
1-2-20 Toranomon, Minato-ku

Tokyo 105-0001

Japan

Auditor and Reporting Accountant PricewaterhouseCoopers
Certified Public Accountants
22/F, Prince’s Building
Central
Hong Kong
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AML Consultant PricewaterhouseCoopers Limited
22/F, Prince’s Building
Central
Hong Kong
Tax Adviser Zeirishi-Hojin PricewaterhouseCoopers*

BMEENT IA AT —F = NI AT —/)N—A
Kasumigaseki Bldg. 15/F

2-5 Kasumigaseki 3-chome

Chiyoda-ku

Tokyo, Japan

Independent Property Valuer DTZ Debenham Tie Leung Limited
16th Floor, Jardine House
1 Connaught Place
Central
Hong Kong

Compliance adviser Shenyin Wanguo Capital (H.K.) Limited
Level 19
28 Hennessy Road
Hong Kong

Receiving Bank Standard Chartered Bank (Hong Kong) Limited
15/F Standard Chartered Tower
388 Kwun Tong Road
Kowloon
Hong Kong
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CORPORATE INFORMATION

Headquarters in Japan and
registered office

Principal place of business
in Hong Kong under Part 16 of
the Companies Ordinance

Company website

Joint company secretaries

Authorised representatives

Audit Committee

Remuneration Committee

1-1-39, Hohaccho
Koriyama-shi
Fukushima, Japan 963-8811

Room 505, 5th Floor
Hutchison House

10 Harcourt Road
Hong Kong

www.ngch.co.jp
(information on this website does not form part of this
Prospectus)

Ms. YIU Wai Man Karen (BkE &) (CPA)
Room 505, 5th Floor

Hutchison House

10 Harcourt Road

Hong Kong

Ms. NG Sau Mei ({h55%#k) (ACIS, ACS)
36/F, Tower Two Times Square

1 Matheson Street

Causeway Bay, Hong Kong

Mr. Hiroaki KUMAMOTO (f&4 7 BH)
Lions Mansion 501

3-6-8 Hakusan

Bunkyo — ku

Tokyo, Japan

Ms. YIU Wai Man Karen (BkE ) (CPA)
Room 505, 5th Floor

Hutchison House

10 Harcourt Road

Hong Kong

Mr. Hiroaki KUMAMOTO (REAEHH) (Chairman)
Mr. Hiroaki MORITA (#5 HI5AR)
Mr. Norio NAKAYAMA (111 5)

Mr. Norio NAKAYAMA (H [I'E ) (Chairman)

Mr. Hiroaki MORITA (#&H54LHR)

Mr. Hisanori TANIGUCHI (& D /Af#)# (also known as
Mr. JEONG Seonggi)
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Nomination Committee

Hong Kong Share Registrar

Principal bankers

Mr. Hiroaki MORITA (#xH5LRE) (Chairman)

Mr. Masaharu TOGO (E#FIEH)

Mr. Hisanori TANIGUCHI (0 /AfE)# (also known as
Mr. JEONG Seonggi)

Computershare Hong Kong Investor Services Limited
Shops 1712-17186,

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Mizuho Bank, Ltd.* (kX2 #k A 9 1Z8R1T)
Otemachi Tower, 1-5-5

Otemachi

Chiyoda-ku

Tokyo 100-8176

Japan

Sumitomo Mitsui Banking Corporation”
(R4 = HAE R RAT)

1-1-2, Marunouchi

Chiyoda-ku

Tokyo

Japan

The Toho Bank, Ltd.* (RFHELT)
3-25, Ohmachi

Fukushima 960-8041

Japan

122




INDUSTRY OVERVIEW

This section and other sections of this Prospectus contain information and statistics
relating to the Japan economy and the pachinko industry, which have been extracted and
derived from various publications, including government agencies, and a commissioned report
prepared by EBI. We believe the sources of the information and statistics are appropriate for
such information and statistics and have taken reasonable care in extracting and reproducing
them. We have no reason to believe that such information and statistics are false or
misleading. No independent verification has been carried out on such information and
statistics by us, the Sole Sponsor, the Sole Global Coordinator, the Sole Bookrunner, the Sole
Lead Manager, the Underwriter(s), or any of their affiliates or advisers, or any other party
involved in the Global Offering, other than EBI with respect to the information contained in the
report prepared by EBI. No representation is given as to the accuracy or completeness of such
information and statistics. See “Risk Factors — Risk relating to Global Offering — Certain
statistics, projected industry data and other information relating to the economy and the
pachinko industry in Japan contained in this Prospectus are derived from third party market
research reports or news sources and may not be reliable”.

OVERVIEW OF THE JAPANESE ECONOMY

Third Largest Economy in the World

The Japanese economy is the third largest in the world. Although Japan’s real GDP dropped
by 0.5% in 2011 due to the Great East Japan Earthquake in March 2011, the Japanese economy
rebounded in 2012 and real GDP grew by 1.5%. From 2014 to 2018, real GDP is expected to
grow at a slower pace at 0.8% to 0.9% due to the consumption tax hike from 5% to 8% in April
2014 and the recent recession of the Japanese economy. The table below shows certain
economic data with respect to Japan for the indicated dates and years:

CAGR

2009 -  2014E -
2009 2010 2011 2012 2013 2014E  2015E  2016E 2017E 2018E 2013 2018E

Total population of

Japan as at 31

December

(thousands) . . . . 125,820 126,382 126,180 125,957 125,704 125,450 125,220 125,000 124,770 124,550 0.0% -0.2%
Total real GDP of

Japan (¥ billion) . . 489,588 512,364 510,045 517,514 525,366 530,047 534,425 538,934 543,843 548,852 1.8% 0.9%

Growth rate of the total
real GDP of
Japan (%) . . . .. 4.7% -0.5% 1.5% 1.5% 0.9% 0.8% 0.8% 0.9% 0.9%

Source: International Monetary Fund, Japan Statistics Bureau and EBI
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Disposable Income and Consumption Expenditure

From 2009 to 2013, monthly disposable income and consumption expenditure per
household remained relatively stable and culture and recreation activities (such as pachinko)
accounted for 9.7% of monthly consumption expenditure per household in 2013. As a recreation
activity, pachinko players rely on household disposable income levels, which in turn, are affected
by employment rates, taxes and the general state of the economy. When household disposable
income level rises, people are then capable of spending more on discretionary services, driving
up pachinko gross pay-ins. Conversely, consumers may defer or reduce visits to pachinko halls
when they have lower disposable income. The table below shows the monthly disposable income
and the consumption expenditure per household for the indicated years:

CAGR
2009 2010 2011 2012 2013 2009 - 2013

Monthly disposable income per

household (¥) . . ... ... ..... 427,900 430,000 420,500 425,000 426,100 -0.1%
Growth rate of monthly disposable income

per household (%) . . . . . . . . .. .. 0.5% -2.2% 1.1% 0.3% N/A
Monthly consumption expenditure per

household (¥) . . ... ........ 319,100 318,300 308,800 313,900 319,170 0.0%
Growth rate of monthly consumption

expenditure per household (%) . . . . . . -0.35 -3.0% 1.7% 1.7% N/A

Source: Japan Statistics Bureau

Northeast Honshu (Z& /1 &% it)

As at the Latest Practicable Date, our Group operated pachinko halls in ten prefectures of
Northeast Honshu (AN & L), Japan, namely: (1) in the Tohoku Region (Bt }): Fukushima
Prefecture (f& | %), Miyagi Prefecture (& 5k %) and Yamagata Prefecture (ILIFZIR); (2) in the Kanto
Region (BEH i) Tokyo (BEER), Ibaraki Prefecture (JkikMZ), Gunma Prefecture (BEFGIR),
Kanagawa Prefecture (#143J111&), Tochigi Prefecture (#iAKI%) and Saitama Prefecture (3 EI);
and (3) in the Chabu Region (& #175): Niigata Prefecture (#7¥%). These ten prefectures had a
total population of 47.4 million as at 31 December 2013 and real GDP of ¥202.9 trillion in 2013,
representing 37.7% and 38.6% of the country’s population as at 31 December 2013 and real GDP
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in 2013, respectively. The table below shows certain economic data with respect to the ten
prefectures for the indicated dates and periods:

CAGR

2009 -  2014E -
2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E 2013 2018E

Total population of the
ten prefectures as
at 31 December
(thousands) . ... 46,906 47,395 47,367 47,358 47,380 47,384 47,389 47,376 47,360 47,352 0.3% 0.0%

Percentage of total
population of the ten
prefectures out of
that of Japan (%) . . 37.3 37.5 37.5 37.6 37.7 37.8 37.8 37.9 38.0 38.0 N/A N/A

Total real GDP of the
ten prefectures
(¥ billion). . . . .. 194,571 195,846 196,528 199,395 202,918 203,836 206,042 208,810 212,231 216,697 1.1% 1.5%

Growth rate of the total
real GDP of the ten
prefectures (%) . . . 0.7 0.3 1.5 1.8 0.5 1.1 1.3 1.6 2.1 N/A N/A

Source: Japan Statistics Bureau and EBI
THE PACHINKO INDUSTRY IN JAPAN
History and Development of the Pachinko Industry

Pachinko is one of the most popular forms of entertainment for adults in Japan. Pachinko
machines first appeared in Japan in the early twentieth century. Pachinko halls were closed down
during World War Il and did not reemerge in the entertainment industry until the late 1940s. In that
era, pachinko machines were mechanical devices with simple designs consisting of bells and
flashlights, which remained largely unchanged through the 1970s. It was not until the 1980s that
video and sound features were integrated into the design of pachinko machines. The first slot
machine in history was invented in late nineteenth century in the United States. A few decades
later, adapted and further developed by a game console maker, pachislot machines were
introduced in Okinawa, Japan, and were named “Olympia machine” as its debut coincided with
the Tokyo Olympics in 1964. While the configuration and method of play remains simple
—matching pictures on spinning reels in the playing field by pressing the stop buttons, machines
are now controlled by computer chips.

Nowadays, pachinko and pachislot machines are equipped with computer chips, stereo
sound systems and advanced liquid crystal display video screens that display enriched content,
such as popular animation, drama characters and various celebrities, and enhance the playing
experience for the customer.
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The playing cost for pachinko and pachislot was ¥4 and ¥20 per ball or token (before
consumption tax), until ¥1 pachinko and ¥5 pachislot (before consumption tax) were introduced
in 2006 and 2008, respectively. The playing cost was further reduced to ¥0.5 pachinko and ¥2
pachislot (before consumption tax) in the subsequent years. Low playing cost pachinko and
pachislot reduce the gaming features and enhance the entertainment value of pachinko and
pachislot as they enable a lower participation cost and allow players to play longer at the same
playing cost. Low playing cost pachinko and pachislot were introduced to address the demand
of pachinko players for entertainment.

The pachinko industry is under the close supervision of the Japanese government, and rules
and regulations have been introduced to control its gaming features. There are strict rules under
the Amusement Business Law and its subordinate regulations and also the Enforcement
Ordinance governing (among others) the licensing of hall operators, payout ratios and technical
specifications of machines. For a further description of these laws and regulations, see
“Applicable Laws and Regulations”. In addition, pachinko operators have voluntarily formed
self-governing associations to invite comments and feedback from the general public, to support
efforts to prevent addiction to gaming, and to generally promote the pachinko industry.

According to EBI, the introduction of legislation reducing the size of jackpots contributed to
the decline of gross pay-ins since the early 2000’s. For example, current laws and regulations
restrict the number of pachinko balls that the machine may pay out to between 0.5 to 2.0 times
the number of balls put into play over a continuous 10-hour period and they restrict the number
of pachislot tokens that the machine may pay out to between 0.55 to 1.2 times the number of
tokens played during the course of 17,500 consecutive plays. Players that are more attracted to
the chance element of the game (to win a larger amount of prizes) may seek other forms of
gaming while players that are more attracted to the entertainment aspect of the game remain.
There are various key factors that potentially affect the profitability of a hall operator, including the
scale of operations, payout ratio, mix of machines and G-prize mark-ups. In response to this shift
in customer demand, hall operators’ business strategies have been to maximise their revenue
from pachinko and pachislot hall operation revenue by (i) building larger halls to create an inviting
hall environment for the entertainment element rather than the chance element; (ii) promoting low
playing cost games; (iii) maintaining gross payouts at commercially viable levels; and (iv) constant
update on new machine models. Nevertheless, the pachinko industry remains hugely popular in
Japan as the game offer players to win prizes for cash with an element of chance, skill and
entertainment.
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Largest Contributor to Japan’s Gaming Market

The pachinko industry has dominated the gaming sector in Japan, which consists of
pachinko, bicycle-racing, boat-racing, auto-racing, horse-racing and lottery. According to EBI,
the pachinko industry, in terms of gross revenue, represented 78.0% or ¥18.8 trillion of the
general gaming market in Japan in 2013 and was the largest gaming segment. According to EBI,
pachinko and pachislot players that are attracted to the chance element of the game (to win a
larger amount of prizes), overlap with the participants of public racing, namely, horse-racing,
bicycle-racing, boat-racing and auto-racing. Potential pachinko and pachislot players in
prefectures with less public racing options are more likely to choose pachinko and pachislot as
their form of entertainment. Tokyo (B i #F) and prefectures around Tokyo (3R Z{#F) have more
options of entertainment (including public racing) and as a result hall operators in these
prefectures face more competition. On the other hand, Fukushima Prefecture (f& & &) and nearby
prefectures have less options of entertainment (including public racing) and as a result hall
operators in these prefectures face less competition. The diagram below shows Japan’s gaming
market in terms of gross revenue (meaning gross pay-ins for pachinko industry) by industry:

(¥ billions) — Growth rate of Japan’s gaming market
30,000 + 26800 -7.7 -2.8 1.1 -0.7 -7.1 -1.9 -2.7 2.2 1.7 1 2.0% CAGR CAGR
’ ] 9 (09-13) (14E-18E)
24,744 1.0%
| 1,783 ) ! R 24,144 - ! : 5 130, £ 19,
25,000 | . Bicycle racing, boat racing, 2.3% 51%
622 22,420 21,990 0.0% auto racing
20,000 4 -1.0% ™ Horse racing -1.8% -3.0%
1 .00% ™ Lottery -1.1% -0.5%
15.000 1 509 ™ Pachinko -2.8% -1.8%
Total gaming market -2.6% -2.1%
T+ -4.0%
10,000 + 1 5.0%
+ -6.09
5,000 + 7
+ -7.0%
o -8.0%

2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E

Source: Leisure White Paper 2014 by the Japan Productivity Centre and EBI
Key Trends of the Pachinko Industry in Japan
Declining gross pay-ins

According to EBI, gross pay-ins of the pachinko industry has been declining since early
2000s, due in part to the introduction of legislation reducing the size of jackpots and in part to
the competition from other forms of entertainment such as video games, the internet and other
mobile entertainment services. Players that are attracted to the chance element of the game (to
win a larger amount of prizes) may seek other forms of gaming while players that are more
attracted to the entertainment aspect of the game remain. As a result, according to EBI, the
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pachinko industry is expected to continue to decline from 2014 to 2018 with total gross pay-ins
declining from approximately ¥17.3 trillion in 2014 to approximately ¥16.1 trillion in 2018.

(¥ billions)
— Growth rate of gross pay-ins
22,000 T oo
CAGR CAGR
(09-13)  (14E-18F)
19,000 £0.0% m Gross pay-ins -
, -2.8% -1.8%
r-2.0%
16,000 1
r-4.0%
13,000 1
r-6.0%
10,000 8.0%

2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E

Source: Leisure White Paper 2014 by the Japan Productivity Centre and EBI
Growing dominance of large operators

According to EBI, the declining gross pay-ins of the pachinko industry drives hall operators
to enhance their efficiency in order to remain profitable under the same cost structure. This
situation is particularly favourable to larger hall operators (that operate at least ten halls) as their
fixed overhead costs can be shared over a larger amount of operations. Smaller hall operators
(that operate less than ten halls) have been gradually pushed out of the market. Therefore,
according to EBI, the number of halls across the pachinko industry is expected to shrink.
However, due to the growing dominance of larger hall operators, the average number of halls
operated by each hall operator is expected to increase.

Number of operators as at 31 December

2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E
% % % % % % % % % %

Small operators
1-2halls ... .. 3,204 745% 3,031 738% 2,949  734% 2,919  734% 2,771 726% 2,680 721% 2,622 722% 2,672 720% 2,487 71.6% 2,400 71.0%
3-4 hals . . ... 579 135% 576 140% 568 141% 557 140% 562 147% 555 149% 54T 151% 538 151% 528 152% 520  15.4%
59hals . . ... 363 84% 350 5% 343 a5% 337 es5% 323 gs% 318 86 295 81x 285 0% 280 &1% 275  81%
Large operators
10-14halls . ... 74 1% 69 1% 71 8% 73 18 73 19% 74 20% 75 21% 77 22% 78 2% 78 23%
15-19halls . ... 41 10 37 o09% 35 09 41 0% 40 rox 41 1% 42 12% 44 12% 46 13% 48 4%
Over20 halls . . . 42 o09% 46 11% 51 13% 48 135 49 13 51 13 53 13 55 15w 56 16% 58 18%
Total . . . . ... 4,303 100.0% 4,109 100.0% 4,017 100.0% 3,975 100.0% 3,818 100.0% 3,719 100.0% 3,634 100.0% 3,571 100.0% 3,475 100.0% 3,379 100.0%
Average number of

halls operated

by a hall

operator. . . . 29 3.0 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.2

Source: National Police Agency, Daikoku Denki Co., Ltd. and EBI
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Size of pachinko halls

According to EBI, as well as the increase in average number of halls operated by each hall
operator, the average number of machines per hall has been increasing in recent years, from
approximately 356 machines per hall in 2009 to approximately 388 in 2013. Larger pachinko halls
allow hall operators to reduce hall overheads per machine and pachinko players are more
attracted to larger halls due to their (1) grand outlook; (2) increased choice of machines; and (3)
spacious halls are perceived to be more welcoming for pachinko players which create customer
stickiness to the particular hall. This trend is expected to continue in the next few years and the
average number of machines per hall in 2018 will be approximately 420.

(units)

— Growth rate of number of machines per hall
440 T - 4.0%

CAGR CAGR
420 (09-13) (14E-18F)
B Number of machines

r3.0% per hall

0 0
400 2.2% 1.7%

380 r2.0%
360
r1.0%
340

320

2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E

Source: National Police Agency, Daikoku Denki Co., Ltd. and EBI
Introduction of low playing cost pachinko and pachislot machines

According to EBI, due to the shift in customer’s demand to focus more on the entertainment
aspect of pachinko and pachislot, low playing cost games have been introduced since 2006. Low
playing cost pachinko and pachislot enhances the entertainment value of pachinko and pachislot
as they enable lower participation cost and allow players to play longer for the same playing cost.
As the factor of winning large amounts of prizes become less significant for these players, hall
operators have the flexibility to maintain their machines at lower payout ratio without losing the
players. According to EBI, hall operators manage gross payouts by maintaining the (i) pins and
settings of machines with full compliance under the Amusement Business Law and the
Enforcement Ordinance; (ii) proportion of machines according to playing cost and jackpot
probability; and (iii) G-prize and general prize mark-ups. As a result, revenue margin of pachinko
halls has been increasing to enable hall operators to maximise their revenue.
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Since the introduction of low playing cost pachinko machines in 2006, the number of
pachinko halls equipped with these low playing cost machines has increased steadily. According
to EBI, the number of pachinko halls with low playing cost machines increased from 6,199 in
2009 to 10,383 in 2013, representing a CAGR of approximately 13.8%. It is expected that the
number of halls equipped with low playing cost machines and that the proportion of low playing
cost machines will also increase. The below two diagrams show the percentage of pachinko halls
with low playing cost machines and the percentage of low playing machines in the market as at
31 December for the indicated years:

Percentage of halls with Mix of low and high playing cost
low playing cost machines machines in Japan
in Japan
100.0%7 100.0%7 ,

920 927 934 940
a7s 912

75.0%1 685 75.0% 821 841 354 369 378 386
490 50.0%1

50.0%1

25.0%1 25.0%7

2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E 0 2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E

. High playing cost Low playing cost

Source: EBI Source:  National Police Agency, Daikoku
Denki Co., Ltd. and EBI

Pachinko and Pachislot Players

According to EBI, the number of pachinko players is expected to continue decreasing to
approximately 10.1 million in 2018. As a result of the increase in consumption tax from 5% to 8%
from April 2014 onwards, the player population is expected to experience a more severe drop of
10.1% for the whole year of 2014. The projected stability in pachinko players is anticipated to be
largely supported by pachinko players focused on the entertainment aspects of the game who
remain playing under certain circumstances, such as favourable hall environment, lower playing
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costs or new machine titles. The chart below shows the number of pachinko players for the
indicated years:

(thousands)

— Growth rate of number of pachinko and pachislot players
17,000 A r 2% P P Py
Number of (09-13)  (14E-18F)
m Number o
13,000 4 L 09 pachinko and
pachislot players -3.4% -2.2%

11,000 -
-1
9,000 -
- 6%
7,000 -

L -89
5,000 - 8%

3,000 - - -10%

1,000 - - -12%

2009 2010 2011 2012 2013 2014E 2015E 2016E 2017E 2018E

Source: National Police Agency and EBI
Profile of pachinko and pachislot players

Our halls can be categorised into suburban halls and urban halls. Suburban halls are
typically located in the suburbs (areas with relatively low population density, such as the suburbs
of Fukushima Prefecture (f& %)), require car access and provide parking spaces. Customers are
usually the self-employed (such as farmers and fishermen), factory workers and pensioners, and
peak hours are typically from noon to 5 p.m.. Suburban halls generally have stable player traffic
on weekdays and weekends. Urban halls are typically located in urban areas (areas with relatively
high population density, such as Tokyo (HI#8)) and within walking distance of a train station.
Customers are usually full-time employees and peak hours are typically from 5 p.m. to 10 p.m.
and day time for weekdays and weekends, respectively.
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According to EBI, in 2013 approximately 70% of pachinko and pachislot players are male.
The majority of pachinko and pachislot players were from the age group of above 60 and 30'’s,
representing 29.6% and 22.5% of the entire pachinko player population, respectively. The
diagram below shows breakdowns of pachinko and pachislot players in 2013 by age groups.

<30’s

30’s
——22.5%

Source: Japan Statistics Bureau and EBI

According to EBI, the highest concentration of pachinko and pachislot players in terms of
occupation were full-time employees and housewives who represented 48.2% and 12.7% of the
relevant players, respectively. The diagram below shows breakdowns of pachinko and pachislot
players in 2013 by occupation:

50.0% — 48.2%
40.0% —+
30.0% —+
20.0% —+
10.0% 124% 10.5% 2 11.0%
. o
2.8% 2.4%
0% ||
m College students Part-time workers  m Full-time employees M Self-employed
M Housewives W Pensioners Others
Source: EBI
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Industry Outlook for Suburban and Urban Pachinko Halls

According to EBI, there is no correlation between customers of suburban halls or urban halls
with: (i) the chance or the entertainment element of pachinko and pachislot; and (ii) the low
playing cost machines or high playing cost machines. However, players that prefer low playing
cost machines are generally more attracted to the entertainment element of pachinko and
pachislot, which means they are less sensitive to movements in payout ratio and are more
prepared to accept a lower payout ratio. On the other hand, players that prefer high playing cost
machines are generally more attracted to the chance element of pachinko and pachislot (to win
a larger amount of prizes), which means they are more sensitive to payout ratios and are more
prepared to accept a higher payout ratio.

Suburban pachinko halls

According to EBI, despite the declining gross pay-ins of the pachinko industry, industry
outlook for suburban pachinko halls is expected to be relatively more stable. Investments in
suburban pachinko halls are expected to benefit from the following factors: (1) land costs
(whether for acquisitions or leases) in suburban areas are relatively lower than urban areas,
allowing pachinko operators to open larger halls which are usually more attractive to customers;
(2) there are significantly less gaming and entertainment options (such as cinemas, public racing
and nightlife entertainment) available in suburban areas than urban areas which means relatively
lower competition for suburban pachinko halls; (3) the customer base in suburban areas is
generally more stable as customers are typically self-employed (such as farmers and fishermen),
factory workers and retirees, who usually reside in the surrounding areas, while customers in
urban areas are typically full-time office employees, who have more choices in hall selection as
halls in urban areas are usually in close proximity to each other; and (4) companies in Japan are
increasingly looking to build industrial parks in less populated areas of Japan (such as suburban
areas), mainly because there is sufficient land to construct larger buildings with ample parking
space, which is expected to increase the working population in these suburban areas.

Urban pachinko halls

According to EBI, the industry outlook for urban pachinko halls is expected to not as
positive as that of suburban pachinko halls. Urban pachinko halls (especially halls in Tokyo
(3R E{#R) and nearby prefectures) face more competition from other options of entertainment (such
as cinemas, public racing and nightlife entertainment) than suburban pachinko halls. As a result
of close proximity to each other, urban pachinko halls competing fiercely for market share are
forced to incur expenses to differentiate themselves from their competitors, for example: (1)
frequent updates of machine models (depending upon the operator’s ability to secure the latest
machine model from suppliers); and (2) refurbishment of urban pachinko halls in order to project
a more pleasant gaming experience for customers. The result is a greater likelihood of higher
costs which may lead to declining profits. In addition, the initial investment cost for urban
pachinko halls (especially urban areas in Tokyo (R #F)) is usually larger due to high land costs
(whether for acquisitions or leases). Therefore, investments in urban pachinko halls require a
greater substantial capital outlay.
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COMPETITIVE ANALYSIS OF THE PACHINKO INDUSTRY IN JAPAN
Competitive Landscape

The pachinko industry in Japan is highly fragmented with over 3,800 operators as at 31
December 2013. According to EBI, the aggregate gross pay-ins recorded in 2013 by the top five
and top ten hall operators, accounted for about 20.5% and 25.8% of the entire market,
respectively, while the aggregate number of halls operated by these top five and top ten
operators merely represented approximately 7.9% and 9.7% of the total 11,893 halls,
respectively, as at 31 December 2013. As at 31 December 2013, there were only eight hall
operators that operated over 50 halls.

Summary of the top ten pachinko operators in 2013

Approximate % of Approximate % of

Number of total number of total number of
Ranking by total Approximate % of halls as at halls in Japan as machines in Japan
gross pay-ins Hall operator total gross pay-ins 31 December at 31 December as at 31 December
1 A 11.2% 299 2.5% 4.3%
2 B 4.9% 366 3.1% 3.6%
3 C 1.9% 180 1.5% 2.0%
4 Our Group 1.3% 54 0.5% 0.6%
5 D 1.2% 38 0.3% 0.5%
6 E 1.2% 67 0.6% 0.9%
7 F 1.2% 52 0.4% 0.7%
8 G 1.1% 42 0.4% 0.5%
9 H 1.0% 29 0.2% 0.6%
10 | 0.8% 28 0.2% 0.3%

Total 25.8% 1,155 9.7% 14.0%

Summary of the top five pachinko operators as at 31 December 2013 in the Fukushima Prefecture (8 &&)

Ranking by number of Number of Approximate % of total Approximate % of total
halls Hall operator halls in operation number of halls number of machines
1 Our Group 20 9.3% 13.8%
=2 J 11 5.1% 6.4%
=2 K 11 5.1% 6.2%
4 L 10 4.6% 6.9%
5 M 5 2.3% 3.3%
57 26.4% 36.6%
Source: EBI

According to EBI, as at 31 December 2013, over 95% of hall operators manage 10 halls or
less and only 4.2% of hall operators manage ten halls or more. The average number of halls
operated per hall operator remained at approximately three. The fragmented pachinko industry
continues to experience a trend where smaller operators being put out of business by large
competitors with greater financial, staff and other necessary resources and operational
experience.
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Entry Barriers to the Pachinko Industry

° Size of operation. According to EBI, due to the size of their operation, small hall operators
(that operate less than ten halls) have been gradually pushed out of the market. Larger
operators, in particular national and regional players, generally have the (i) priority over
smaller hall operators for purchases of new machines where stock is limited; (ii) financial
strength to build larger pachinko halls with increased number of machines to provide a more
spacious and inviting hall environment to create customer stickiness; (iii) ability to source
general prize in bulk for a discount; and (iv) effective internal controls and procedures that
help ensure their compliance with applicable laws and regulations, as well as detect and
prevent fraud, cheating and money laundering activities.

° Pachinko hall business licence (“Operating Licence”). A pachinko hall business is
considered an “amusement business” under the Amusement Business Law and other
relevant laws, regulations, and prefectural ordinances. Under the Amusement Business Law,
a hall operator must, prior to establishing each pachinko hall, obtain an Operating Licence
from the relevant Prefectural Public Safety Commission* (#F#EFIENZEZES). New
entrants are not allowed to carry out pachinko hall operations business without an Operating
Licence. See “Applicable Laws and Regulations”.

° Business networks with suppliers. According to the EBI, business networks with
suppliers such as general prize suppliers, machine suppliers and pachinko ball and
pachislot token suppliers are necessary for a pachinko hall operator to carry out its
operations. Due to the fragmented nature of the pachinko hall operating industry in Japan,
new entrants may not have access to these business networks at commercially viable costs
for effective operation.

Opportunities

° Industry consolidation. Despite the gross pay-ins of the pachinko industry has been on
a downward trend since early 2000’s, the industry still remains to be economically
favourable to the leading national and regional hall operators, according to EBI. As the
pachinko industry develops, small hall operators (with less than ten halls in their network)
are expected to be eliminated. Leading national and regional hall operators (with at least ten
halls in their network) remaining in the market are expected to absorb the market share and
to continue to grow their operations as a result, according to EBI.

° Online general prize redemption system. By collaborating with major online shopping
vendors, an online general prize redemption system could be implemented to allow carried
over balls to be exchanged to general prizes via the internet. Hall operators are able to (i)
expand the selection range of general prizes; and (ii) strategically communicate with
potential pachinko and pachislot players regarding new general prizes via the internet. We
believe that this new services will attract new players and also increase the return rate of
existing customers to pachinko halls.
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° Low playing cost games. As the low playing cost games are considered to be more
entertainment oriented, low playing cost games may attract broader customer base, such
as players of the retirement age group and players new to pachinko, which may offset the
lower revenue generated by these low playing cost pachinko and pachislot games.
Furthermore, as players of the low playing cost games play for entertainment value instead
of for winnings, the pachinko operator can generally offer a slightly lower payout ratio on the
low playing cost games than for the traditional high playing cost games.

Threats

° Change in policies and regulations relating to the pachinko industry. Policies and
regulations implemented by the Japanese government relating to the pachinko industry may
significantly affect customer demand and behaviour as well as the various operating metrics
that impact the results of pachinko hall operators. For example, the introduction of
legislation reducing the size of jackpots had contributed to the decline of gross pay-ins,
which adversely impacted the operating results of pachinko hall operators across the
industry.

The Diet was previously examining a bill legalising the operations of casinos in Japan in
2014, though, as advised by our Japan Legal Adviser, the bill has since been discarded. In
any case, if casino operations are eventually legalised, pachinko operators may also face
competition from casinos, which may have a negative impact on the pachinko industry. In
addition, there have been discussions about the introduction of a pachinko tax, although no
legislative process has taken place yet. However, if such additional tax is indeed imposed,
the pachinko industry as a whole may be negatively impacted. However, such casino
legalisation and tax may catalyse the closure of smaller pachinko operators due to their
weaker financial strength, while larger pachinko operators are more likely to absorb the
freed up market share as a result.

° Consumption tax hike. Consumption tax rate in Japan rose from 5% to 8% in April 2014.
According to EBI, the pachinko and pachislot players have comparatively low income, and
are considered to be price sensitive. Therefore, further increase in consumption tax rate is
likely to bring negative impact to hall operators’ profit as a result of the decrease in spending
power of the pachinko and pachislot players.

° Rising costs. According to EBI, the top three expenses of hall operations are pachinko and
pachislot machine expenses, hall staff costs and advertising expenses. These costs, in
particular the pachinko and pachislot machine expenses, have been rising steadily over
recent years. High machine costs have become one of the major challenges to hall
operators.
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PRICE TREND OF PACHINKO AND PACHISLOT MACHINES

The diagram below shows the average unit price of pachinko machine and pachislot
machine for the years indicated:

(¥)
480,000

455,000 455,000 460,000 460,000 460,000

445,000
439,000 439,000
“ 404,000
408.000 599 100 400,000 399,000 399,000 399,000 403,000 403,000
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2009 2010 2011 2012 2013 2014 2015E  2016E  2017E  2018E

460,000
440,000
420,000
400,000
380,000

360,000

Average unit price” of pachinko machine m Average unit price” of pachislot machine

(1) The average unit price was calculated based on the amount of sales divided by the number of the top selling
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According to EBI, generally, the amount spent on pachinko and pachislot machine accounts
for more than 25% of the operating expenses of the hall operator due to the significant costs for
the machine purchase as well as the necessity for the frequent replacement of machines.
According to EBI, prices of pachinko and pachislot machines are generally affected by the
demand and supply of the machine models coupled with the costs of the relevant machines. The
average unit price of the pachinko and pachislot machines are expected to increase from
approximately ¥399,000 and ¥455,000 in 2014, respectively, to approximately ¥404,000 and
¥460,000 in 2018, respectively, as a result of rising costs of machine components.

SOURCES OF INFORMATION

In connection with the Listing, we have commissioned a research report from EBI for use in
part in this Prospectus to provide prospective investors with necessary information on the
economy of Japan, the industry and market segments in which we operate and our competitive
position, including forward-looking information. The total fee we paid for their report was
¥3,500,000. EBI is a private market research company in Japan founded in 1992 that provides
market intelligence and consulting services specialising in the gaming industry. EBI performs
research and publishes annual reports as well as other learning materials on the pachinko
industry. In preparing their report, EBI collects and reviews publicly available data such as
government-derived information, annual reports and industry association statistics. EBI has
advised us that it has exercised due care in collecting and reviewing the information collected and
believes that the basic assumptions contained therein are factual and correct, and that the
interpretations are reasonable. EBI has advised us that it has independently analysed the
information collected, but that the accuracy of the conclusions of its review largely depends upon
the accuracy of the information collected. In compiling and preparing their report, EBI assumed
that (i) Japan’s social, economic and political environment is likely to remain stable and (ii) key
industry trends are likely to continue to affect the market over the forecast period from 2014 to
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2018. For the projection of total market size and number of pachinko players, EBI plotted
available historical data against macroeconomic data as well as data with respect to related
industry trends. The projections and data relating to the future periods in this section were
extracted from EBI’s report. The Directors and the Sole Sponsor believe such projections and
data to be reliable and not misleading on the basis that EBI is an independent professional
research agency with extensive experience in their profession.

NO MATERIAL ADVERSE CHANGE
As of the Latest Practicable Date, the Directors, after reasonable consideration, confirm that

they were not aware of any adverse change to the market information since the date of the EBI
report which may qualify, contradict or have an impact on the information in this section.
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This section summarises the most significant aspects of the Japan laws and regulations that
are material to our business.

A. GENERAL OVERVIEW OF THE JAPAN LEGAL SYSTEM
1. Primary Features
The Japanese legal system has the following key features:

° Hybrid civil law system. The Japan legal system is a hybrid civil law system with
characteristics of both: (1) civil law systems, such as the French and German civil legal
systems; and (2) common law systems, such as the Hong Kong and United States legal
systems.

° Criminal prosecution. Any act, including our operations under the Three Party
System, shall not be subject to criminal prosecution unless such act is explicitly and
clearly described as a crime under a strict contextual interpretation of the applicable
statutory provisions.

° Court rulings. Although court rulings have a de facto binding effect on inferior courts,
they do not modify existing law nor do they create new law. Laws can only be adopted
or modified through the legislative process. Further, court rulings, similar to court
rulings in other civil and common law systems elsewhere, may be overturned by laws
and regulations and/or amendments to existing laws and regulations enacted or
adopted by legislative or executive authorities.

e  Supreme Court (&R #¥IFF). The highest court is the Supreme Court (Fx s # HIFT).
2. Historical Background

The early modernisation of the Japan legal system in the mid-19th century to the early-20th
century was primarily influenced by the German and French codes, which are civil law codes that
served as models for the major Japanese codes such as the Civil Code.

After the Second World War, some laws in Japan such as the Constitution of Japan
(H AEE£), criminal procedure laws and labour laws were amended or replaced using principles
from United States law, which is based on the common law. Therefore, the Japan legal system
is a hybrid of the civil law system and the common law system, and has evolved substantially and
independently in accordance with the Japan legal culture.

The distinction between common law and civil law mainly lies in the precedential value of
case law. In a common law legal system, judicial decisions of superior courts have precedential
value in later court decisions and form part of the common law, along with laws and regulations
enacted or adopted by the legislative and executive branches of government. As a result, judges
in a common law system have a substantial role in shaping the law.
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In contrast, a civil law system tends to be a codified body of broad and general principles.
The judge’s role is to establish the facts of the case and to apply the provisions of the applicable
code. Judicial decisions are consequently less crucial in the development of the law.

3. Constitution

Japan’s current legal system was established by the Constitution of Japan (H AEREIE),
promulgated on 3 November 1946 after the Second World War. The Constitution of Japan
(H AEEE) provides for the separation of the legislative, judicial and executive powers.

The Constitution of Japan (H A& E &%) establishes a parliamentary system of government,
where the legislative authority is vested in the Diet. The executive authority is exercised by the
Prime Minister and the Cabinet of Japan* (W) who are answerable to the legislature; and the
judiciary is headed by the Supreme Court (& #&HIFT).

4. Source of Law and Legislative Process

The sources of Japan law include the Constitution of Japan (HAE &%), treaties and
international agreements, acts, cabinet orders, ministerial ordinances and ministerial
notifications.

Under Article 98 of the Constitution of Japan (HZAREZEE), the Constitution of Japan
(HAE#EE) is the supreme law of the nation and no law, ordinance, imperial rescript or other act
of government, or part thereof, contrary to the provisions hereof, shall have legal force or validity.

Under Article 41 of the Constitution of Japan (H &R E# %), the Diet is the highest organ of
state power and the sole law-making body. The Diet is made up of two houses, namely the House
of Representatives (Fi#Pt) and the House of Councillors (Z#F%). Under the Japanese legislative
process, most draft bills come from the bureaucrat and are then submitted to the Diet through
the Cabinet of Japan* (N ). To become law, a bill must pass both houses of the Diet. Japan law
comprises written laws that fit into a certain hierarchy, headed by the Constitution of Japan
(HAE#EE). Statutes are often sorted by subject matter into substantive and procedural laws.
The Cabinet of Japan* (W) and each Ministry may make subordinate regulations such as
Cabinet Orders, Ministry Ordinances and Ministry Notifications based upon delegation from the
Diet.

5. Judiciary

Under the Constitution of Japan (H A& [E &%), the Supreme Court (& HIFT) is the highest
court in the nation exercising appellate jurisdiction. The high courts are appellate courts primarily
hearing appeals from district courts or family courts. The district courts are primarily courts of
general and first-instance jurisdiction handling all cases. The summary courts have original
jurisdiction over civil cases involving claims not exceeding ¥900,000 and minor criminal offences.
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The Supreme Court (Exmi#HIFT) is only able to overturn its own interpretation of a law
through the full Supreme Court (B FIFT). If a lower court’s judgment does not follow the
judgment rendered by the Supreme Court (& £ HI ), the decision may be appealed. Therefore,
although Japan does not strictly speaking adopt the common law system (as is the case in Hong
Kong) the Supreme Court’s (= HIFT) judgments have a de facto binding effect on any court
in subsequent cases.

6. Choice of Law (Act on General Rules for Application of Law) (;ZD & (CBI 3 5 & 8l;%)
of Japan (Act No. 78 of 2006)

The rules for choice of law, which will be taken by Japanese courts as international private
law, is mainly governed by the Act on General Rules for Application of Laws.
(o 1B 9 %@ HliE) of Japan (Act No. 78 of 2006)

The formation and effect of a juridical act, including without limitation contracts, shall be
governed by the law of the place chosen by the parties. In the absence of such choice, the
formation and effect of a juridical act shall be governed by the law of the place with which the
act is most closely connected at the time of the act. In such case, if only one of the parties to
a contract is to provide performance involved in a juridical act, the law of the habitual residence
of the party providing such performance shall be presumed to be the law of the place with which
the act is most closely connected. In cases where the party has a place of business connected
with the juridical act, this will be the law of the place of business. In cases where the party has
two or more such places of business which are connected with the juridical act and which are
governed by different laws, this will be the law of the principal place of business. The parties may
change the governing law otherwise applicable to the formation and effect of a juridical act;
provided, however, that if such change prejudices the rights of a third party, it may not be
asserted against the third party.

7. Penal Code and the Code of Criminal Procedures (fl|Z&55524;%) of Japan (Act No. 131
of 1948)

Crimes in Japan are mainly enumerated in the Penal Code, which provides the elements of
different types of crimes and the penalties for different types of crimes. The Penal Code sets out
the minimum and maximum sentences for offences. Penalties range from fines and short-term
incarceration to compulsory labour and the death penalty.

Under Article 31 of the Constitution of Japan (H A& [E &%), the requirements for constituting
a crime under the Penal Code and any other criminal laws shall be construed strictly in
accordance with the specific provisions contained in these laws. Any interpretations that rely
upon analogy to other laws, or that look to similar treatment for actions under other laws, are
prohibited. Therefore, under Japan law, an act shall not be punishable unless such act is explicitly
and clearly described as a crime under a strict contextual interpretation of the corresponding
provisions.

141




APPLICABLE LAWS AND REGULATIONS

A person shall not be subject to any criminal liability without procedural due process being
observed under the Code of Criminal Procedures (Il 3FF %) of Japan (Act No. 131 of 1948).
Police have to secure warrants to search for or seize evidence. A warrant is also necessary for
an arrest, although if the crime is very serious or if the perpetrator is likely to flee, it can be
obtained immediately after arrest. Within forty-eight hours after placing a suspect under
detention, the police have to present their case before a prosecutor, who is then required to
apprise the accused of the charges and of the right to counsel. Prosecution will be denied if there
is insufficient evidence or on the prosecutor’s judgment. Most offences are tried first in district
courts before one or three judges, depending on the severity of the case. Defendants are
protected from self-incrimination, forced confession, and unrestricted admission of hearsay
evidence. In addition, defendants have the right to counsel, public trial, and cross-examination.

8. Civil Code

a. Structure of Civil Code

The Civil Code was enacted in 1896. It was heavily influenced by the German Civil Code and
the French Civil Code. The code is divided into five parts, namely General Provisions, Property,
Claims, Family and Inheritance. The parts related to family and succession retain certain elements
of the old patriarchal family system that was part of Japanese tradition. The Civil Code has
remained substantially unchanged even after the American occupation in 1945, except for the
fourth and fifth parts.

b. Contract Law

As is the case for many countries, contracts under Japan law are formed by the
manifestation of intention by way of offer and acceptance. The parties generally enjoy freedom
to agree on the terms and conditions of any contract which will supersede most provisions of the
Civil Code. However, some contracts may be subject to the mandatory requirements under the
Consumer Contract Act (34 % & Z#Ji%) of Japan (Act No. 61 of 2000) and other applicable laws
and regulations. The formation of contracts does not require documentation unless otherwise
required under special laws and regulations. Contrary to common law jurisdictions, consideration
is not necessary for a contract to be enforceable. Also, there are no rules directly equivalent to
the parol evidence rule in interpreting the terms and conditions of the contract.

c. Torts

Under the Civil Code, a person who has intentionally or negligently infringed on any right of
another, or a legally protected interest of another, shall be liable to compensate the other party
for consequential damages. An employer is liable for damages inflicted on a third party by the
actions of his/her employees in the execution of the employer’s business. However, this shall not
apply if the employer exercised reasonable care in appointing the employee or in supervising the
employee’s activities, or if the damages could not have been avoided even if he/she had
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exercised reasonable care. If more than one person has inflicted damages on another party or
parties by their joint tortious acts, each of them shall be jointly and severally liable to compensate
the other party or parties for those damages. The same shall apply if it cannot be ascertained
which of the joint tortfeasors inflicted the damages.

d. Property

Property rights are based upon the concept of ownership (title) under Japan law. The owner
of the property generally enjoys an absolute right to possess, utilise and dispose of the property,
unless otherwise restricted under the mandatorily applicable laws or specifically agreed through
a contract. Therefore, there is no concept of negative or affirmative covenants under Japan law
and the same purpose is achieved by mandatory laws in Japan (such as zoning or building or
environmental laws and regulations) or by specific contractual arrangements.

Under the Civil Code, no type of property can be established other than those prescribed
by laws including the Civil Code. The creation and transfer of property rights shall take effect
solely by the manifestations of intention of the relevant parties. Any deed or written agreement
is generally not required for the transfer of property (including land ownership) to be valid and
enforceable under Japan law and oral agreement is generally sufficient. However, the acquisition
or loss of or any change in property rights concerning immovable property may not be asserted
against a third party unless the same are registered pursuant to the applicable provisions of the
Real Estate Registration Act* (N8 X$ L) (Act No. 123 of 2004) and other applicable laws and
regulations regarding land registration.

B. REGULATORY FRAMEWORK FOR PACHINKO BUSINESSES

Our pachinko and pachislot hall operations are subject to various requirements and
restrictions under Japan law and oversight by Japanese regulatory authorities. Generally,
pachinko regulations fall under the Amusement Business Law and the Cabinet of Japan* ()
and ministerial ordinances and regulations thereunder. In particular, the Penal Code states that
“gambling” is an offence, while the Amusement Business Law (and its ancillary prefectural local
regulations) prohibits pachinko hall operators from being involved in the exchange of prizes for
cash or securities by either providing cash or securities as prizes or repurchasing from customers
the prizes provided to them. In order to ensure compliance with the Penal Code and the
Amusement Business Law, the pachinko industry operates under the “Three Party System” as
described in greater detail in “— C. Legality of Pachinko Businesses and the Three Party System”
and also in “Business — Pachinko and Pachislot Hall Operations — Three Party System”.

We are also subject to Japan laws and regulations that require pachinko hall operators to
obtain operating licenses and impose various operating requirements on pachinko halls and
pachinko and pachislot machines, as well as other Japan law and regulations applicable to
Japanese companies generally, such as those relating to corporate governance, taxation and
labour.
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Pachinko is a well-established business and has been in place in Japan for more than eight
decades. The history of the pachinko industry has been characterised by government efforts to
reform the industry to curb speculative excesses and perceived social problems relating to the
industry. Prior to the later part of the period from 1995 to 1999, questionable business practices
and crime and other anti-social forces gave the pachinko industry a negative public image.
However, over the last two decades, the growing magnitude and importance of pachinko to the
Japanese economy spurred the Japanese government and industry associations to step in to
establish strict regulations, remove criminal and anti-social elements and improve the public
image of the pachinko industry. The regulation effort has been highly successful. Due to the
success of these reform efforts, the pachinko industry has evolved to become an integral part of
the entertainment industry in Japan and an important component of the Japanese economy.

The table below sets out the major regulatory developments that have affected the pachinko
industry and the Three Party System over time:

Date Events

17 July 1880............. The predecessor to the current Penal Code is first enacted,
including provisions equivalent to the present provisions related to
“gambling” and “running a gambling place for the purpose of gain”
(Articles 260 and 261), which provided that: (1) “gambling” is a
criminal offence punishable by imprisonment for one to six months
and/or a fine of ¥5 to ¥50; and (2) “running a gambling place for
the purpose of gain” is a criminal offence punishable by
imprisonment for 3 months to one year and/or a fine of ¥10 to
¥100.

24 April 1907 . ... ... The Penal Code is promulgated, replacing its predecessor. The
Penal Code includes provisions equivalent to the present
provisions related to “gambling”, “habitual gambling” and “running
a gambling place for the purpose of gain” (Articles 185 and 186),
which provided that: (1) “gambling” is a criminal offence
punishable by a maximum fine of ¥1,000; (2) “habitual gambling”
is a criminal offence punishable by up to three years’
imprisonment; and (3) “running a gambling place for the purpose
of gain” is a criminal offence punishable by imprisonment of three

months to five years.

1980 . ..o The first pachinko hall in Japan is opened in Nagoya (%1 ETi1),
Aichi Prefecture (ZH1I), Japan.

1942 t0 1945 .. .......... The pachinko hall business is temporarily banned during World
War Il as an unnecessary business in times of emergency.

144




APPLICABLE LAWS AND REGULATIONS

Date

Events

10 July 1948.

10 November 1953........

The “Act Regulating Amusement Business” (A= 2 EREE) is
enacted, under which pachinko hall operations became subject to
licensing by the Public Safety Commission. Under Article 3 of this
Act, each prefecture may set restrictions on amusement business
operators, necessary to prevent harm to good morals.

Therefore, most prefectures began promulgating local regulations
prohibiting pachinko halls from:

1. providing cash as prizes;

2. repurchasing from customers the prizes provided to them by
those pachinko halls (the “Direct Repurchase
Regulation”); and

3. causing a third party to repurchase the prizes (the “Indirect
Repurchase Regulation”).

The Supreme Court (femi#cHIFT) (the highest court of Japan)
stated in their judgment that, if an operator of a gaming licence
operates its gaming business in accordance with the conditions
and restrictions applicable to its operating licence duly granted by
the Public Safety Commission under the “Act Regulating
Amusement Business” (/& & FEEU#E{L), such business activities
can be deemed as an “activity involving betting for a thing that is
provided for temporary amusement” under Article 185 of the Penal
Code, thus, shall not be constitute any “gambling” offence under
the Penal Code.

An early form of the Three Party System is adopted in the Osaka
Prefecture (KBJFF). Since then, the Three Party System has
spread across Japan

The Fukuoka High Court (& &% & #IFT) holds that there is no
violation of the Direct Repurchase Regulation or Indirect
Repurchase Regulation in local regulations, if prizes are
commingled with prizes from other sources, because it will be
impossible to identify which of the prizes being purchased by the
pachinko hall were originally from that same pachinko hall.
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Date

Events

14 August 1984 . ... .. .. ..

August 1984

11 January 1985 .........

25 September 1990 . ... ...

17 April 1991

25 June 2003 ............

1 April 2014

The “Act Regulating Amusement Business” (A= 2 EREE) is
renamed the “Act on Control and Improvement of Amusement
Business, Etc.” (HWfE 35 Ol K& O O ELE TR %1%
) (i.e. the Amusement Business Law), introducing the Direct
Repurchase Regulation (previously only in local regulations) into
national legislation, and is substantially amended to prohibit,
among others, under Article 23:

1. providing customers with cash or securities as prizes; and
2. repurchasing from customers the prizes provided to them.

Most prefectural government has passed local regulations
ancillary to the Amusement Business Law, which included the
Indirect Repurchase Regulation as well as the Direct Repurchase
Regulation.

The Enforcement Ordinance is enacted, setting the maximum limit
on the value of a prize offered by an amusement business to
¥3,000.

The Enforcement Ordinance is amended, raising the maximum
limit on the value of a prize offered by an amusement business to
¥10,000 (after consumption tax) (approximately ¥9,524 before
consumption tax) (Article 35, Paragraph 3).

The Penal Code is amended to raise the maximum penalty for the
criminal offence of “gambling” to a fine of ¥500,000 (Article 185).

The National Police Agency answers questions raised by the
“Group of Diet Members Considering Casino as an International
Tourism Industry” (EIRBEEEZEE L TONY ) 2EZ HiEEHN)
and comments in support of the Three Party System in terms of
both the Penal Code and the Amusement Business Law. The
comments state that (among others): (1) pachinko halls that
operate their business within the scope provided under the
Amusement Business Law shall not be considered to have
committed any “gambling” offence under the Penal Code; and (2)
since the Amusement Business Law only regulates pachinko hall
operators (and not persons or entities unrelated to the pachinko
hall operator), third parties are not prohibited from purchasing
prizes from pachinko hall customers.

The Enforcement Ordinance is amended, raising the maximum
limit on the value of a prize offered by an amusement business to
¥10,368 (after consumption tax) (¥9,600 before consumption tax).
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Principal Administrative and Regulatory Authorities

The following are the principal administrative and regulatory authorities that oversee
pachinko and pachislot hall operations in Japan:

° the National Public Safety Commission (including the National Police Agency);

° the Prefectural Public Safety Commission in the prefecture in which the relevant hall is
located;

° police personnel;

° prefectural governments;

e the Security Communications Association* (f# 2 E I 2);

e  the Prefectural Entertainment Environment Cleanup Association* (#F & JfF I JE AR B 5% 15
b =); and

e the Minors Orientation Committee* (& D EfE 2B R FHES).
National Public Safety Commission (including the National Police Agency)

The National Public Safety Commission is an administrative commission belonging to the
Cabinet Office* (NBJF) in the Cabinet of Japan* (N ). It oversees national security in Japan and
implements regulations relating to the technical specifications of pachinko and pachislot
machines as well as the operations of pachinko halls. For example, the National Public Safety
Commission regulations in conjunction with the Amusement Business Law govern the playing
costs of pachinko games, machine designs, maximum payout ratios, maximum balls and
pachislot tokens put into play and won, method of providing prizes, maximum value of prizes
offered and the minimum age for playing pachinko.

The National Public Safety Commission also oversees the National Police Agency, which
leads the prefectural police in their implementation of National Public Safety Commission
regulations and policies.

Prefectural Public Safety Commission

Each prefecture has its Prefectural Public Safety Commission, which is an administrative
commission that supervises prefectural police agencies in their implementation of the National
Public Safety Commission policies and regulations. Each Prefectural Public Safety Commission
has the power to grant or cancel pachinko hall licences, grant permission for changes in the
structure of pachinko halls, certify and approve pachinko and pachislot machines, approve the
technical standards for pachinko and pachislot machines and monitor violations of laws and
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regulations by pachinko hall operators. It has the authority, to the extent necessary for
enforcement of the Amusement Business Law, to require holders of a pachinko hall licence to
submit documentation concerning business matters. It also conducts hearings related to
revocation, suspension or cancellation of pachinko hall licences or pachinko hall operations, and
other related disciplinary actions against pachinko hall operators and pachinko hall managers.

Police personnel

Police personnel are overseen by the National Police Agency and are permitted to enter
pachinko halls to the extent necessary for enforcing the Amusement Business Law.

Prefectural governments

Prefectural governments set the standards for the hours of operation of pachinko halls, the
level of noise and vibration around pachinko halls and collect fees which are necessary for
certification, approval and examination of pachinko halls and pachinko and pachislot machines.
Such standards must at least meet the minimum standards set out under the Amusement
Business Law.

Security Communications Association* (IRLESIHA

The Security Communications Association* (fRZEEH =) is responsible for examining
machines to ensure that they comply with Amusement Business Law standards in their technical
specifications and also to ensure that they do not promote a “passion for gambling”.
Prefectural Entertainment Environment Cleanup Association* (#:& i R BB IREZLB S,

The Prefectural Entertainment Environment Cleanup Association* (#B1& JiF U2 E 7 B2 55 15 1L 1
2%) works under the Prefectural Public Safety Commission to organise personnel training and
promote compliance with the Amusement Business Law.

Minors Orientation Committee* (FEVFRLBHRBZE

The Minors Orientation Committee* (& 42 F k% 2) works under each Prefectural
Public Safety Commission to prevent minors from being involved in any “amusement business”.
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C. LEGALITY OF PACHINKO BUSINESSES AND THE THREE PARTY SYSTEM
1. Penal Code

Under the Penal Code, gambling is a criminal offence. There are three types of gambling
offences, namely: (1) “gambling”, punishable by a fine of up to ¥500,000 (Article 185); (2) if
gambling is habitual, “habitual gambling”, punishable by up to three years’ imprisonment (Article
186); and (3) if a place is run for gambling or organises a group of habitual gamblers, “running
a gambling place for the purpose of gain”, punishable by between three months’ and five years’
imprisonment.

The Penal Code provides for certain exemptions for this gambling offence, such as activities
that are expressly allowed under Japan laws and regulations (such as small-scale lotteries and
public horse-racing). Significantly, Article 185 of the Penal Code exempts activities involving
“betting for a thing that is provided for temporary amusement”. Therefore, as a pachinko hall
operator, we must conduct our operations such that we only offers prizes that fall within the
scope of “a thing that is provided for temporary amusement”.

The Supreme Court (F 3% HIFT) (the highest court in Japan) has stated in their judgment
that, if an operator of a gaming place operates its gaming business in accordance with the
conditions and restrictions applicable to its operating licence duly granted by the Public Safety
Commission under the then-equivalent of the Amusement Business Law, such business activities
can be deemed as “an activity involving betting for a thing which is provided for temporary
amusement” under Article 185 of the Penal Code. Therefore, according to Article 185 of the Penal
Code, such business activities do not constitute any gambling offence under the Penal Code.

In addition, on 25 June 2003, the National Police Agency issued a statement in response to
questions raised by the “Group of Diet Members Considering Casino as an International Tourism
Industry” (EIFRBUEMEEE L TOH Y /) 25 2 5 EHN). This statement essentially agreed with
the Supreme Court’s (& #% HIFT) ruling and commented in support of the Three Party System in
terms of both the Penal Code and the Amusement Business Law. The comments state that
(among others): (1) pachinko halls that operate their business within the scope provided under
the Amusement Business Law shall not be considered to have committed any gambling offence
under the Penal Code; and (2) since the Amusement Business Law only regulates pachinko hall
operators (and not persons or entities unrelated to the pachinko hall operator), third parties are
not prohibited from purchasing prizes from pachinko hall customers.

Our Japan Legal Adviser, after conducting due diligence as described in “— C. Legality of
Pachinko Businesses and the Three Party System — 3. The Three Party System — Independence
— Due diligence conducted by our Japan Legal Adviser and the Sole Sponsor” below, has
confirmed that we have duly obtained and maintained at all times a valid operating licence under
the Amusement Business Law for all of our halls, our pachinko and pachislot hall operations
(including the prizes offered by each of our halls) is conducted in accordance with the conditions
and restrictions applicable to such operating licence, and we have not committed any material
breach of the Amusement Business Law, thus, our pachinko and pachislot hall operations do not
constitute any gambling offence under, and do not violate, the Penal Code.
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2. Amusement Business Law and Local Regulations

The Amusement Business Law sets regulations for “amusement businesses”, such as
pachinko hall operators, that they must comply with in order to operate their business. See “—
D. Other Regulations on Pachinko Businesses” for more details about the requirements under the
Amusement Business Law.

Article 23 of the Amusement Business Law prohibits pachinko hall operators from being
involved in the exchange of prizes for cash or securities by either: (1) providing cash or securities
as prizes; or (2) directly repurchasing from customers the prizes provided to them for cash or
securities. A breach of Article 23 may cause the pachinko hall operator to be subject to
suspension of business for a period ranging from 20 days to 180 days as an administrative
sanction. In addition, a penalty of imprisonment up to six months, or a fine of ¥1 million may be
imposed as criminal sanctions. If the pachinko hall operator is a company, the hall operator itself
will only be subject to the fine, while person(s) who committed the breach as its representative,
attorney or employee will be subject to imprisonment and/or the fine.

In accordance with industry practice, we strictly do not provide cash or securities to our
customers, but only general prizes and G-prizes. Our Japan Legal Adviser, after conducting due
diligence searches as described in “— C. Legality of Pachinko Businesses and the Three Party
System — 3. The Three Party System — Independence — Due diligence conducted by our Japan
Legal Adviser and the Sole Sponsor” below, has confirmed we have fully complied with such
industry practice and that we have never been, and are not currently, in breach of Article 23 of
the Amusement Business Law.

Significantly, there are no prohibitions against: (1) customers selling G-prizes (exchanged
with balls or tokens in a pachinko hall) to a third party who is not the pachinko hall operator; or
(2) pachinko hall operators purchasing G-prizes from a third party who is not their customer.
However, it should be noted that most prefectural governments have passed local regulations
ancillary to the Amusement Business Law, which also prohibit pachinko hall operators from
causing a third party to repurchase G-prizes from their customers (the “Third Party Local
Regulations”) (who merely acts as the operator’s agent or an intermediary in the repurchase
process).

In fact, the National Police Agency has commented, including in its statement on 25 June
2003 in response to questions raised by the “Group of Diet Members Considering Casino as an
International Tourism Industry” (ERBEEEELTONY ) 2EZ5EEHEE) that the
Amusement Business Law and the Third Party Local Regulations only regulates “amusement
businesses” (such as pachinko hall operators) and not persons or entities unrelated to them,
thus, an unrelated third party is not prohibited from purchasing G-prizes from customers.
Accordingly, the National Police Agency’s prevailing interpretation in its administration of the
Amusement Business Law and the Third Party Local Regulations is that it is legal for a pachinko
hall operator to purchase G-prizes from an unrelated third party, provided that such G-prizes are
commingled with G-prizes from other halls through the hands of such unrelated third party.
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3. The Three Party System

In order to ensure compliance with the Amusement Business Law, the Third Party Local
Regulations and the National Police Agency’s prevailing interpretation in its administration of the
above, the pachinko industry has developed a practice, for the sale and purchase of G-prizes
exchanged by a customer by playing at a hall, through unrelated third parties. This industry
practice is commonly referred to as the “Three Party System”.

Parties
The parties under the “Three Party System” consist of:

1. Pachinko hall operators. These operate pachinko halls that provide pachinko and
pachislot games, and also purchase G-prizes from G-prize wholesalers. Customers
can play these games and exchange their balls or tokens in these halls for prizes, such
as G-prizes;

2. G-prize buyers. These are typically companies or sole proprietorships. Customers
can, but are not obliged to, sell their G-prizes (that they obtained from pachinko halls)
to them for cash. G-prize buyers will then further sell these G-prizes to G-prize
wholesalers; and

3. G-prize wholesalers. These are typically companies and they purchase G-prizes from
G-prize buyers, and then further sell them to pachinko hall operators.

The diagram below shows the general flow of G-prizes within the Three Party System and
with customers:

The Three Party System

G-prize buyer

(2) Sale of G-prize to

G-prize buyer (3) Sale of G-prize to

G-prize wholesaler

Customer

(4) Wholesale of G-prize

(1) Provision of G-prize in to pachinko hall operator

exchange for balls/tokens
collected

Pachinko hall operator

G-prize wholesaler
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While the purchase price for transactions marked (2), (3) and (4) in the above diagram is
generally similar, G-prize wholesalers also typically receive a monthly fee from hall operators and
G-prize buyers also typically receive a monthly fee from the relevant G-prize wholesaler, for their
respective services rendered for such relevant transactions. According to industry practice, the
monthly fee paid by hall operators to G-prize wholesalers is greater than that paid by G-prize
wholesalers to their G-prize buyers. As for transaction (1), depending on the location of the hall
and competition in that area, a mark-up on the G-prizes (set by the pachinko hall operator) may
be added over the purchase price of the G-prize paid by the pachinko hall operator to the G-prize
wholesaler, when the customer exchanges his balls or tokens for G-prizes. For instance,
assuming a 10% G-prize mark up, a customer will need 1,100 ¥1 balls to exchange a G-prize with
a cost of ¥1,000 from the operator.

Further, G-prize wholesalers may purchase G-prizes from various G-prize buyers, and they
may also sell G-prizes to various pachinko hall operators if the G-prize is of the same type in
design and appearance. As such, all the G-prizes purchased by the wholesaler from multiple
G-prize buyers are commingled, meaning that the G-prizes that are sold to the pachinko hall by
the wholesaler are not necessarily the same G-prizes provided by the pachinko hall to its
customers.

Independence

Under the Three Party System, pachinko hall operators (such as ourselves), must be
independent of each of: (1) the G-prize wholesalers engaged by them; and (2) G-prize buyers
engaged by such G-prize wholesalers. This ensures that, from the pachinko hall operators’
perspective, G-prize wholesalers and G-prize buyers are unrelated third parties from the
pachinko hall operator.

Independence between pachinko hall operators and G-prize wholesalers

A G-prize wholesaler is independent and an unrelated third party to the pachinko hall
operator if:

1. neither party may have the ability to exercise control, whether directly or indirectly, over
the other, through (i) any relationship or connection between the personnel of the
pachinko hall operator and the G-prize wholesaler, (i) any equity holding or any other
capital relationship or connection between the pachinko hall operator and the G-prize
wholesaler, or (iii) any contract or other agreement between the pachinko hall operator
and the G-prize wholesaler; and

2. G-prizes to be purchased are of market value, meaning that G-prizes must have
intrinsic value (which can be satisfied by the metal (such as gold) embedded in the
G-prize).

Each of these factors is satisfied with respect to all of our pachinko halls.
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Our Japan Legal Adviser, after conducting due diligence as described in “— C. Legality of
Pachinko Businesses and the Three Party System — 3. The Three Party System — Independence
— Due diligence conducted by our Japan Legal Adviser and the Sole Sponsor” in this section
below, has also determined that each of our pachinko halls is independent as evaluated under the
factors listed above from each of our G-prize wholesalers.

Independence between pachinko hall operators and G-prize buyers

A G-prize buyer is independent and an unrelated third party to the pachinko hall operator

1. neither party may have the ability to exercise control, whether directly or indirectly, over
the other, through (i) any relationship or connection between the personnel of the
G-prize buyer and the pachinko hall operator, (i) any equity holding or any other capital
relationship or connection between the G-prize buyer and the pachinko hall operator,
or (iii) any contract or other agreement between the G-prize buyer and the pachinko
hall operator;

2. G-prizes to be purchased are of market value, meaning that G-prizes must have
intrinsic value (which can be satisfied by the metal (such as gold) embedded in the
G-prize); and

3. G-prizes are not directly returned from or sold by the G-prize buyer to the pachinko hall
operator (but, for example, are instead sold by the G-prize buyer to a G-prize
wholesaler who in turn commingles the G-prizes that it has purchased from multiple
sources (including other G-prize buyers), thus, making it impossible to identify which
hall the G-prizes came from).

Each of these factors is satisfied with respect to all of our pachinko halls.

Our Japan Legal Adviser, after conducting due diligence as described in “— C. Legality of
Pachinko Businesses and the Three Party System — 3. The Three Party System — Independence
— Due diligence conducted by our Japan Legal Adviser and the Sole Sponsor” in this section
below, has confirmed that each of our pachinko halls is independent as evaluated under the
factors listed above from each of the G-prize wholesalers (engaged by us) G-prize buyers
(engaged by such G-prize wholesalers).

Our internal control procedures to ensure our independence

We have obtained written confirmations issued to us and the Sole Sponsor from all our
current G-prize wholesalers regarding their independence (based on criteria even stricter than
that set out above) from: (1) us; and (2) any G-prize buyers engaged by them who have G-prize
buying shops near our halls. These confirmations also covered the following matters:

° a complete and accurate list of all G-prize buyers engaged by them who have G-prize
buying shops near our halls;
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° to the best of their knowledge, the content of the confirmations issued by such G-prize
buyers (as described below) to us and the Sole Sponsor is true and accurate;

° written undertakings to conduct their own regular background checks against any
G-prize buyers engaged by them in order to monitor any independence issues between
such G-prize buyers and themselves, and if these G-prize wholesalers become aware
of any such independence issues, they will inform us and resolve such issues
immediately in order to ensure compliance with the Three Party System;

o written undertakings to report to us in a timely manner any change in their shareholding
structure and composition of their board of directors, or if they become aware of any
change in the shareholding structure or composition of the board of directors of any
G-prize buyers engaged by them or any other matters that may affect their
independence or the independence of such G-prize buyers within the Three Party
System; and

° to the best of their knowledge, they are not aware that any such G-prize buyers are
anti-social forces, or are or will be involved in any actions or activities using, or jointly
associate with, any anti-social force. Further, neither they nor any of their
representatives, directors, statutory auditors, executive officers or shareholders are
anti-social forces, or are or will be involved in any actions or activities using, or jointly
associate with, any anti-social force.

We have obtained written confirmations issued to us and the Sole Sponsor from all such
G-prize buyers regarding their independence (based on criteria even stricter than that set out
above) from: (1) us; and (2) any G-prize wholesalers engaged by us. These confirmations also
covered the following matters:

° neither they nor any of their representatives, directors, statutory auditors, executive
officers or shareholders are anti-social forces, or are or will be involved in any actions
or activities using, or jointly associate with, any anti-social force;

° to the best of their knowledge, they are not aware that any such G-prize wholesalers
are anti-social forces, or are or will be involved in any actions or activities using, or
jointly associate with, any anti-social force; and

° they have undertaken to the G-prize wholesaler that engages them that they shall
report to such G-prize wholesaler in a timely manner any change in their shareholding
structure or composition of board of directors or any other matters that may affect their
independence within the Three Party System.

We have also obtained through our current G-prize wholesalers a list of the shareholders of
the G-prize buyers engaged by them.

We will require our G-prize wholesalers to re-issue, and to request their G-prize buyers to
re-issue, these confirmations to us every year.
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In addition, we have also adopted the following internal control procedures to ensure the
independence of our pachinko halls from each of our G-prize wholesalers and G-prize buyers
engaged by them:

° we regularly obtain from each of our G-prize wholesalers a list of the shareholders (or
ultimate owners) and directors of both themselves and the G-prize buyers engaged by
them;

° we will annually obtain commercial registers of all our G-prize wholesalers and the
G-prize buyers engaged by them (provided that they are legal corporate entities) to
review the composition of their board of directors;

o we will engage independent third parties to perform annual searches on the
shareholding structure and list of directors (if available) for all of our G-prize
wholesalers and G-prize buyers engaged by them;

° we require our Directors, senior management and Shareholders to confirm that they are
independent of our G-prize wholesalers and such G-prize buyers (based on the criteria
set out above), and to notify us immediately if they become aware of any potential
independence issues;

° we will provide training on the Three Party System to our employees on a regular basis
to ensure that they do not engage with G-prize wholesalers or G-prize buyers engaged
by them, and to prevent them from unknowingly establishing a relationship with them.
For example, all our Directors and senior management attended a training conducted
by our Japan Legal Adviser in December 2014 on the legal, regulatory and practice
requirements under the Penal Code, the Amusement Business Law and the Third Party
Local Regulations, including the independence requirements within the Three Party
System;

° we require that none of our management, Directors or staff are engaged in the G-prize
buying business; and

° as our pachinko and pachislot hall operations are monitored by the Prefectural Public
Safety Commission in each relevant prefecture, in order to prevent any conflicts of
interest that might otherwise arise and for improved corporate governance, none of our
Directors or senior management has been, or is, a police officer in Japan and we
require them to confirm so to us.

For our internal control procedures in relation to potential new G-prize wholesalers, see
“Business — Pachinko and Pachislot Hall Operations — Three Party System — Risk
Management”.
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Due diligence conducted by our Japan Legal Adviser and the Sole Sponsor

Our Japan Legal Adviser and Sole Sponsor has conducted the following due diligence
regarding our independence from each of our G-prize wholesalers and the G-prize buyers
engaged by them:

° hosted a training session conducted by our Japan Legal Adviser in December 2014 for
all our Directors and senior management on the legal, regulatory and practice
requirements under the Penal Code, the Amusement Business Law and the Third Party
Local Regulations, including the independence requirements within the Three Party
System;

° obtained confirmations issued to us and the Sole Sponsor from our Directors and
senior management regarding (among others) their attendance and understanding of
the relevant legal, regulatory and practice requirements (including on independence)
explained at the above training session;

° obtained confirmations issued to the Sole Sponsor from our Company, Directors,
Shareholders and senior management regarding (among others) the Group’s and their
independence from each of our G-prize wholesalers and the G-prize buyers (engaged
by our G-prize wholesalers);

° interviewed all our Directors and senior management regarding (among others) their
understanding of the relevant legal, regulatory and practice requirements (including on
independence) explained at the above training session, their relationship(s) with our
G-prize wholesalers and also the G-prize buyers (engaged by our G-prize wholesalers),
and ultimately to confirm the Group’s and their independence from each such party;

° interviewed our G-prize wholesalers (through their legal representative, a director or
other responsible management personnel), regarding (among others) their
relationship(s) with our Group and also the G-prize buyers (engaged by them), and
ultimately to confirm their independence from each such party;

° interviewed the G-prize buyers (engaged by our G-prize wholesalers) (through their
legal representative, a director or other responsible management personnel) regarding
(among others) their relationship(s) with our Group and also our G-prize wholesalers,
and ultimately to confirm their independence from each such party;

° reviewed all agreements between us and our G-prize wholesalers, namely purchase
agreements for G-prizes, lease agreements and purchase agreements for
miscellaneous goods and services. See “Business — Pachinko and Pachislot Hall
Operations — Three Party System — Agreements between us and G-prize
wholesalers” for details on such agreements, including our Japan Legal Adviser’s
confirmation that such agreements do not affect our independence;
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° reviewed the written confirmations issued to us and the Sole Sponsor from all of our
G-prize wholesalers and the G-prize buyers (engaged by our G-prize wholesalers)
(except for those engaged in relation to our one hall that has been permanently closed
due to the Great East Japan Earthquake) regarding (among others) their independence
within the Three Party System. See “— C. Legality of Pachinko Businesses and the
Three Party System — 3. The Three Party System — Independence — Our internal
control procedures to ensure our independence” for details of these confirmations;

° reviewed all commercial registers of our G-prize wholesalers and such G-prize buyers
(engaged by our G-prize wholesalers) that are corporations in order to identify (among
others) to identify any overlap of directors; and

° obtained a list of the Group’s representatives, directors, statutory auditors, executive
officers and shareholders through the Group’s commercial registers and share
registers.

Legality of our pachinko and pachislot hall operations and the Three Party System

Our Japan Legal Adviser, having conducted due diligence described above and reviewed
the relevant court cases, governmental statements and practices, has advised us that:

1. the National Police Agency has never taken any action against the legality of the
pachinko industry, as a whole, under the Penal Code, the Amusement Business Law,
the Third Party Local Regulations or otherwise;

2. as long as our pachinko and pachislot hall operations are conducted under the Three
Party System, in accordance with prevailing standard industry practices in the
pachinko industry, and the independence factors described above are satisfied, our
pachinko and pachislot hall operations will not violate the Penal Code, the Amusement
Business Law or the Third Party Local Regulations;

3. our pachinko and pachislot hall operations (as carried out in the context of the Three
Party System) do not contravene the Penal Code, the Amusement Business Law, the
Third Party Local Regulations or any of the operating licences of our halls; and

4. as at the Latest Practicable Date, we have not been found to be in any material breach
of the Penal Code, the Amusement Business Law, the Third Party Local Regulations or
any of the operating licences of our halls.

167




APPLICABLE LAWS AND REGULATIONS

D. OTHER REGULATIONS ON PACHINKO BUSINESSES
1. Pachinko Hall Business Licence (“Operating Licence”)

A pachinko hall business is considered an “amusement business” under the Amusement
Business Law and other relevant laws, regulations, and prefectural ordinances. Under the
Amusement Business Law, a pachinko hall operator must, prior to establishing each pachinko
hall, obtain an Operating Licence from the relevant Prefectural Public Safety Commission*
(#EFFIR AN ZZEHS). Once granted, the Operating Licence will remain effective unless and until
it is cancelled by the Prefectural Public Safety Commission pursuant to the Amusement Business
Law.

As at the Latest Practicable Date, we owned 56 halls and had obtained and directly hold a
licence (through Niraku Corporation) for each of these halls, each of which is currently valid.

Application

When considering an application for an Operating Licence, the Prefectural Public Safety
Commission will consider the following factors under the Amusement Business Law:

° whether the business owner/operator is, with reference to past offences or other
instances of regulatory non-compliance, a fit and proper person to hold an Operating
Licence (the “Fit and Proper Person Requirements”);

° the proposed place of business, including its structural integrity and other technical
building specifications;

° the location of the intended place of business, including town planning and area zoning
considerations and proximity to schools and hospitals; and

° the compliance with legal specifications of the pachinko and pachislot machines
intended to be installed at the proposed hall.

Conditions

Operating Licences carry certain restrictions. For example, the Prefectural Public Safety
Commission must grant prior approval to any corporate restructuring or corporate succession
carried out by a holder of an Operating Licence (the “Licence Holder”) in the relevant prefecture.
Any Operating Licence transferee is subject to the same requirements as the original Licence
Holder. This prevents unauthorised transfer of an Operating Licence. Also, another condition is
that pachinko and pachislot machines installed in pachinko halls do not encourage a “passion for
gambling”. See “— D. Other Regulations on Pachinko Businesses — 2. Pachinko and Pachislot
Machine Regulations” in this section below for details.
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Also, the Prefectural Public Safety Commission may, at its discretion and at any time,
impose additional conditions on the Operating License as it considers necessary to maintain
certain moral decency standards within the pachinko hall and broader food and beverage
industry, or otherwise for the protection of minors. For example, the Operating Licences for all our
halls in Tokyo (3R E(#R) have a standard condition (that applies to all halls for all pachinko hall
operators), which states that players can only play one machine at a time, and players must not
use any equipment that will affect the handle of the playing machines. Also, the Operating
Licence for two of our halls (namely, in Fukushima Prefecture (f& &%) and Kanagawa Prefecture
(fhZ2)I[IR)) also have another condition that restricts these halls from expanding to within 100
metres of a school. Save for the above, there are no other conditions in the Operation Licences
of our halls.

Directives, sanctions, cancellation or suspension

The Prefectural Public Safety Commission has broad authority to issue directives or impose
sanctions on a Licence Holder, including its business representatives and employees, in
circumstances where there has been a breach of the Amusement Business Law or other civil and
criminal laws.

The Prefectural Public Safety Commission may cancel an Operating Licence, or issue a
directive to suspend operations carried on thereunder, where:

o it has been obtained through fraudulent or other illegal means;

° the Licence Holder no longer satisfies the Fit and Proper Person Requirements;

° the pachinko business has not commenced within six months from the grant of an
Operating Licence or there has been any suspension of operations for more than six
months without justifiable grounds;

° the whereabouts of the Licence Holder is unknown for more than three months;

° the Licence Holder breaches any legislation pertaining to the business which is the
subject of the Operating Licence, and such violation is likely to either cause substantial
harm to a good and quiet moral environment, or to violate the rights of minors; or

° the Licence Holder fails to comply with a directive of the Prefectural Public Safety
Commission or a license condition.

In the event that the pachinko operator has an objection to the cancellation or suspension
of an Operating Licence, it may, within six months from such decision, bring an action with the
relevant court for the revocation of the administrative decision.
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2. Pachinko and Pachislot Machine Regulations

The Amusement Business Law, the Enforcement Ordinance and the enforcement
regulations prescribed under the Amusement Business Law, also regulate pachinko and pachislot
machines installed in pachinko halls by the Licence Holder. One of the Operating Licence
conditions is that pachinko and pachislot machines installed in pachinko halls do not encourage
a “passion for gambling”.

Pachinko and pachislot machines are subject to certain restrictions, such as those listed
below, in order to comply with this condition:

° limitations on the value of pachinko balls or pachislot tokens that may be put into play
per minute (namely, ¥400);

° limitations on the number of pachinko balls or pachislot tokens that may be won in
various modes of play;

° limitations on the total number of pachinko balls or pachislot tokens that may be won
over a continuous period of play;

° the size of the pockets which trigger jackpot mode, as compared to the size of the
pachinko ball, may not be significantly larger or smaller than the customary size;

° pachinko balls may not be automatically fired into the field of play without the player
directly controlling the shooting strength; and

° the machine may not be capable of easily being illegally modified or otherwise
changed.

The payouts of pachinko balls and pachislot tokens resulting from “jackpot” or “bonus”
modes as a percentage of total balls or tokens played is limited by law so as to discourage
playing with the sole purpose of winning or “gambling”.

For pachinko balls, the key required ranges on payout ratios are that the number of balls that
the pachinko machine may pay out shall be: (1) less than or equal to 15 times the number of balls
put into play at any time; (2) less than or equal to 3 times the number of balls put into play over
a continuous 1-hour period; and (3) between 0.5 to 2 times the number of balls put into play over
a continuous 10-hour period.

For pachislot tokens, the key required ranges on payout ratios are that the number of tokens
that the pachislot machine may pay out shall be: (1) less than or equal to 15 times the number
of tokens put into play at any time; (2) less than or equal to 3 times the number of tokens played
over 400 consecutive plays; (3) less than or equal to 1.5 times the number of tokens played over
6,000 continuous plays; and (4) between 0.55 to 1.2 times the number of tokens played over
17,500 continuous plays.
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A person who intends to manufacture or import a pachinko or pachislot machine or to install
it may, but is not legally required to, apply for an inspection of the machine by the Security
Communications Association* (fRZ&#(E#=) for specifications of such imported or
manufactured pachinko or pachislot machine. A machine manufacturer typically submits its
machine prototypes to testing by the Security Communications Association* (fRZEE HR).
Machine prototypes that pass such testing receive certificates. Each machine subsequently
manufactured according to that prototype will also have a certificate showing its compliance with
such testing. Purchasing machines from manufacturers that have received this approval reduces
the risk of installing machines that do not comply with the legal requirements. A pachinko
operator that intends to increase or change its number of machines, including the transfer of a
machine to a different pachinko hall, must obtain prior written permission from the Prefectural
Public Safety Commission. Also, before any machine is delivered, the prefectural police must
certify the eligibility and compliance of the machine or replacement part, which is evidenced by
a “Notice of Inspection” issued to the manufacturer (for new machines) or dealer (for
second-hand machines). A similar notice is issued when machine parts are replaced. In addition,
prior to operation of a new or second-hand machine, the pachinko hall must submit an
application to the local police authority to request an inspection, upon completion of which an
approval is granted and operation of the machine may begin. The police may inspect the
machines at random after installation in the pachinko hall.

As we only purchase machines from manufacturers that submit their machine prototypes for
testing by the Security Communications Association* (ff 2813 17 %2), our pachinko and pachislot
machines each have a certificate demonstrating compliance with those tests and have passed all
inspections conducted by the relevant Prefectural Public Safety Commission during the Track
Record Period.

3. Machine Pin Angle Maintenance and Adjustments

Under Articles 9 and 20 of the Amusement Business Law, any “change” in a game machine
installed in a pachinko hall requires the prior permission of the Public Safety Commission, except
that, for minor changes, a notification after such minor change to the Public Safety Commission
is sufficient.

Pin angles impact the distance between the ends of each pin, which in turn directly
influences the likelihood that balls fall into the designated pockets that release bonus balls,
trigger jackpots, or conversely, fall into the trap and become lost. Therefore, pin angles have a
direct impact on payout ratios and ultimately gross payouts and revenue from pachinko and
pachislot business. However, pin angles often shift during the normal course of play on a
pachinko machine as the pachinko balls cascade down, through and collide into the pins in
theplaying field, which consequentially changes payout ratios of pachinko machines. As
mentioned above, there are required ranges under law for payout ratios. Therefore, consistent
with industry practice, we generally perform regular maintenance and adjustments on the angle
of the pins of our pachinko machines in order to ensure full and consistent compliance with such
required ranges on payout ratios.
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Our Japan Legal Adviser has advised us that such pin angle maintenance and adjustments
will not constitute a “change” in a game machine that requires prior approval of or subsequent
notice to the Public Safety Commission under Articles 9 and 20 of the Amusement Business Law,
if the following three criteria are satisfied:

(1) such pin angle maintenance and adjustments do not involve any bending or other
modification of the shape of the pins;

(2) the purpose of such pin angle maintenance and adjustments is to ensure compliance
with the relevant required ranges and to maintain an average payout ratio for each
pachinko machine that is in compliance with the relevant required ranges; and

(3) the payout ratio of the pachinko machine for which the Maintenance and Adjustment
of Pins has been completed remains within the required range.

Provided that the above three criteria are satisfied, pachinko hall operators may conduct
such pin angle maintenance and adjustments anytime. Our Japan Legal Adviser, after conducting
due diligence investigations, has confirmed that our Group has strictly complied with the
above-mentioned three criteria in respect of our pin angle maintenance and adjustments and that
they: (1) do not constitute a “change” in a game machine (whether major or minor) that requires
prior approval of or subsequent notice to the Public Safety Commission under Articles 9 and 20
of the Amusement Business Law; and (2) are in full compliance with the Amusement Business
Law and the Enforcement Ordinance.

4. Adjustments of Payout Settings on Pachislot Machines

A player wins bonus pachislot tokens if the images on the reels form a winning combination.
The amount of payouts for a particular winning combination may differ fromm machine to machine,
as each pachislot machine has adjustable payout settings. These settings are designed and
pre-set solely by the machine manufacturer, come in-built into the machine and can only be
adjusted by the operator. There are a range of payout settings made by the machine
manufacturer, all of which must fall within the range required under the Enforcement Ordinance.
For example, the number of tokens that a pachislot machine may pay out must be between 0.55
to 1.2 times the number of tokens put into play over 17,500 continuous plays. The machine
manufacturer must ensure such payout settings are in full compliance with these required ranges
in order for the machine to pass the examination on specifications etc. as required under the
Amusement Business Law.

Consistent with industry practice, the Group regularly adjusts these payout settings of their
pachislot machines in order to improve the business performance of their halls. Such adjustments
of payout settings for our pachislot machines are in full compliance with the Amusement Business
Law and the Enforcement Ordinance.
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5. Playing Costs, Prize Offerings and Prize Value

The Amusement Business Law and the Enforcement Ordinance regulate pachinko and
pachislot playing costs, prize offerings and the upper limit of the value of prizes.

The Enforcement Ordinance prescribes the following maximum playing costs: (1) for
pachinko machines, ¥4 per ball; and (2) for pachislot machines, ¥20 per token.

The maximum value of prizes offered is ¥9,600 (before consumption tax), and the types of
prizes are generally limited to everyday general consumer goods, such as snacks, beverages,
cigarettes and sundry household items. Our Japan Legal Adviser has confirmed that G-prizes,
which include decorative cards with a small embedded piece of metal (such as gold) and coin
shaped pendants of metal (such as gold), comply with this regulation. The value of balls or tokens
required to collect a prize, as listed at the hall operator’s prize exchange counter (which, at the
hall operator’s discretion, may reflect a mark-up over the cost of the prizes) must be equivalent
to the value of the balls or tokens actually presented by the customer to exchange such prizes.
In addition, in order for the prizes to meet the diverse range of expectations of customers, the
hall must offer a wide range of items suitable for everyday use.

The Amusement Business Law prohibits Licence Holders from:
(i)  offering cash or securities as prizes;

(i)  directly repurchasing from customers the prizes provided to them for cash or
securities; and

(iii) allowing customers to take pachinko balls, pachislot tokens or any other similar objects
provided for playing pachinko or pachislot outside the hall.

Breaching any of these prohibitions under the Amusement Business Law may subject the
pachinko operator to: (1) an administration sanction, namely business suspension for 20 to 180
days for (i) or (i) above, and 5 to 40 days for (iii) above; and (2) a criminal sanction, namely
imprisonment up to six months, as well as a fine of ¥1 million for breaches of (i) or (ii) above, and
a fine of ¥500,000 for breaches of (iii) above. If the pachinko hall operator is a company, the hall
operator itself will only be subject to the fine, while person(s) who committed the breach as its
representative, attorney or employee will be subject to imprisonment and/or the fine.

6. Membership Systems

The Amusement Business Law prohibits Licence Holders from issuing any written
documentation indicating that pachinko balls or pachislot tokens are being held for a customer.
However, Article 16-9(2) of the Standards for the Interpretation and Operation of the Amusement
Business Law issued by the National Police Agency provides that a membership card does not
constitute written documentation of the hall holding balls or tokens for a customer if the number
of such balls or tokens is not recorded on the card itself and is stored only on computers in the
halls.

163




APPLICABLE LAWS AND REGULATIONS

Our Japan Legal Adviser has verbally consulted with the National Police Agency regarding
the relevant provisions of the Amusement Business Law and Article 16-9(2) of the Standards for
the Interpretation and Operation of the Amusement Business Law and has confirmed that our
membership system complies with such laws and regulations, as it does not constitute written
documentation of balls or tokens being held for customers since the number of balls or tokens
held by a particular member is recorded only on our IT systems, and strictly not on the
membership cards themselves.

7. Operating Hours

The Amusement Business Law restricts pachinko hall opening hours to the period from
sunrise to 12:00 a.m. However, each prefecture is permitted to impose more stringent limits on
operating hours and such additional restrictions are common. For example, halls in Tokyo are
prohibited from operating between 11:00 p.m. and 10:00 a.m. the following day. There are no
such additional restrictions in Fukushima Prefecture (& & %).

8. Environmental Regulations

Pursuant to Amusement Business Law and local ordinances, a Licence Holder must
conduct business in such a way as not to cause noise or vibrations (limited to voices of people
and other noises and vibrations that are part of operating a business) in the area surrounding the
place of business that exceed the limits specified by prefectural ordinances.

The Amusement Business Law prescribes the following noise limits:

Numerical Value

Region Daytime Evening® Late Night®

(1) In areas specified by a particular

prefecture in a prefectural

ordinance as necessary to be

especially quiet due to condensed

housing or other similar areas . .. .. 55 decibels 50 decibels 45 decibels
(2) In areas specified by a particular

prefecture in a prefectural

ordinance as necessary not to have

extreme noise due to condensed

stores and other similar areas . . . .. 65 decibels 60 decibels 55 decibels
(3) Areas other than the areas in
(1) and (2) above . .............. 60 decibels 55 decibels 50 decibels

m “Daytime” means sunrise until sunset
@ “Evening” means sunset until 12:00 a.m.

@ “Late Night” means 12:00 a.m. until sunrise
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Also, under the Amusement Business Law, each pachinko hall must have the necessary
equipment necessary to maintain illumination in each hall at more than 10 lux.

9. Advertising and Promotion Regulations

The Amusement Business Law requires a Licence Holder to advertise or promote their
business in such a way that it will not likely interfere with the peace and quiet surrounding the
place of business. Under the Standards for the Interpretation and Operation of the Amusement
Business Law published by the National Police Agency, the following methods of advertisement
are likely to constitute an “interference with peaceful and quiet surroundings”:

° displaying sexually explicit or other adult material;

o advertising or promoting the illegal maintenance and adjustments of pins, illegal
alterations of payout probabilities or otherwise encouraging customers’ “passion for
gambling”; or

[T

° noise levels beyond prescribed limits in public areas.

Failure to comply with such restrictions may result in various penalties, the most severe
being a cancellation of the Operating Licence.

10. Prohibition on Minors

Customers of pachinko halls must be at least 18 years of age. The Amusement Business
Law provides that the Licence Holder must post a sign at the entrance to the place of business
prohibiting entry by those under the age of 18. The sign must be posted so as to be easily seen
by the public.

11. Building and Construction Regulations

If a Licence Holder adds to the structure, makes structural changes or undertakes any other
construction or changes to the facilities of the place of business, it must obtain prior permission
from the Prefectural Public Safety Commission, with the exception of some specified minor
changes.

Examples of structural or equipment modifications that require permission include extensive
repairs to the place of business, changes to the location of guest rooms or floor space, and
changes to the facilities such as adding walls or Japanese-style sliding doors to partition the
interior of the place of business.
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We must comply with the Building Standard Act* (BZEFHUEIE) of Janpan (Act No. 201 of
1950), which requires any entity that constructs, substantially repairs or remodels, whether by
itself or through a third-party contractor, any building that is larger than a certain scale or that is
located in certain designated areas to obtain a certificate of prior confirmation for the planned
construction, repair or remodelling as well as a certificate of completion thereof from an inspector
appointed by the local authorities.

We must also comply with the City Planning Act* (&8 i 51 Hii%) of Janpan (Act No. 100 of
1968), which designates areas where certain usage is not allowed. No Operating Licence will be
granted unless the pachinko hall is located in an area where it is permitted under the City
Planning Act* (# i &t #i%) (Act No. 100 of 1968).

E. AML

The AML laws in Japan do not impose any specific obligations on pachinko hall operators.
Unlike casino gaming, where customers purchase casino chips that have little or no intrinsic value
but have high face values and have the potential to win or lose substantial sums in a short period
of time, pachinko presents the opportunity over a relatively long period of time to win G-prizes
that have a limited intrinsic value. The inherent mechanical limitations on pachinko ball and
pachislot token dispensers render it extremely difficult for a pachinko player to obtain the number
of pachinko balls or pachislot tokens necessary to redeem G-prizes of significant value in a short
period of time. Thus, a customer seeking to launder even an insignificant amount of cash would
need to spend at least several hours exchanging the cash into balls or tokens in addition to a
considerably longer period of time putting such balls or tokens into play in a machine.

Furthermore, we do not allow customers to exchange balls or tokens into prizes without first
putting them into play in the machines and we have put in place internal policies and internal
control measures to prevent customers from violating this requirement. Our hall staff closely
monitors the number of balls rented and the number of balls played in each of the machines. Any
irregularities in such numbers are closely followed up by hall staff. Surveillance cameras are also
installed in the pachinko hall, and hall staff patrol the pachinko hall during its operating hours in
order to detect any suspicious activity. Thus, it would be inefficient and highly impractical to
engage in money laundering activities through pachinko or pachislot. For more information on our
AML procedures, see “Internal Controls and Anti-Money Laundering — Internal Controls on
Money Laundering”.

F. LABOUR

Act on Employment Promotion etc. of Persons with Disabilities* (FEE# O J& i D e 25 12 BY
9 55 of Janpan (Act No. 123 of 1960) requires that at least 2% of the employees of any
employers with more than 50 employees must be handicapped persons. Handicapped persons
hired by a subsidiary will count towards this requirement for its holding companies.

166




APPLICABLE LAWS AND REGULATIONS

Also, the Industrial Safety and Health Act* (57 B)"& 41 42 1%) of Janpan (Act No. 57 of 1972)
also provides standards for employers regarding the health and safety of employees including the
employer’s responsibilities and plans for accident prevention in the workplace. An employer with
more than 50 employees must take reasonable measures to prevent workplace accidents, and
must also make efforts to protect employees from the risk of passive smoking.

G. PERSONAL INFORMATION PROTECTION

The Personal Information Protection Act requires that a Japanese business operator
handling personal information must limit the use of personal information to the stated purpose
and to properly manage the personal information in their possession, and forbids it from providing
personal information to third parties without the consent of the individual.

H. INTELLECTUAL PROPERTY

In Japan, patents are protected by the Patent Act and the Utility Model Act* (52 F #T &£i%) of
Janpan (Act No.123 of 1959). Designs are protected by the Design Act* (EIE%) of Janpan (Act
No. 125 of 1959), and trademarks by the Trademark Act* (##Ei%) of Janpan (Act No. 127 of
1959). We must comply with these, in addition to various international treaties Japan has entered
into, to maintain our intellectual property rights.

I. REGISTRATION AND TAX REPORTING
A Japanese company must, upon incorporation, register with the legal affairs bureau and

continue to update its details from time to time. It must also register with the local tax agency and
must annually report on corporate tax, value added tax or other taxes.
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HISTORY AND BUSINESS DEVELOPMENT
Origin and founder

We have been operating pachinko halls for over 60 years in Northeast Honshu (4~ & 5 1k),
Japan, stretching in cities, townships and suburban areas in Tokyo (3 5L #F), the nation’s capital,
and the Northeast prefecture of Fukushima Prefecture (f&&U%) and their neighbouring and
conjoining prefectures. We can trace our origin back to 1950, when Mr. Tetsuyoshi TANIGUCHI
(O FK)" (also known as Mr. JEONG Bokyung (¥#f#&#%)), our founder and the late father of our
Chairman (the “Founder”), established our first pachinko hall in Mito City (ZKFTi), lbaraki
Prefecture (R¥EIE) in East Japan, captivating the booming popularity of pachinko and the
prosperity of the Japan economy in the post-war era. Our Founder, who was a businessman of
Korean heritage with no prior industry experience in pachinko hall operations when he founded
our Group in 1950 with his and his siblings’ personal savings, had since, together with
generations of the Taniguchi family and the former and current members of our senior
management, developed our Group into the fourth largest pachinko hall operator in Japan in
2013 (based on gross pay-ins'), according to EBI.

Since opening our door of our first pachinko hall to our customers in 1950, we have stood
by our corporate slogan of “Happy Time Creation”, placing primary focus on customer experience
and goodwill. This has allowed us to adapt to changing industry trends and customer preferences
throughout our operating history and continually develop into an operator of 55 pachinko halls
that we are today. The table below shows our key achievements and business milestones in our
60 years of heritage:

Business milestones
1950s - 1960s Beginning and early development

Our Founder gradually expanded his small-scale operations by adding five
pachinko halls in Tochigi Prefecture (i ARI%) and lbaraki Prefecture (JKHklR),
before settling into our current base of Fukushima Prefecture (#&&U%). In
1954, our first hall in Koriyama City (#81LT7), Fukushima Prefecture (f& 5 %)
opened, utilising our pivotal brand of “NIRAKU”. At that time, our “NIRAKU”
brand was used alongside its Japanese kanji characters “%%”  which
translates into “double happiness” and highlights the importance we place
on customer satisfaction.

Represents the amount received from customers for rented pachinko balls and pachislot tokens.
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1970s - 1980s

1990 - 1998

Our Koriyama (ER L) hall was located within close proximity of the Koriyama
train station, taking advantage of the high pedestrian and commuter flow and
established commercial infrastructure in that area.

Incorporation of Niraku Corporation

In August 1969, to consolidate his ownership in and strengthen the
corporate structure and management of our pachinko hall operations, our
Founder incorporated our first corporate entity, Niraku Corporation (known
as Niraku Shoji Corporation* (—Z8pi RN 1) at that time). Apart from our
Founder, the other shareholders of Niraku Corporation, which remains as our
primary operating subsidiary, were his siblings who had contributed funds to
our foundation in 1950.

Redevelopment of the Koriyama (&8Ll) hall

The year of 1979 saw the reconstruction and refurbishment of our
station-front pachinko hall in Koriyama City (AF1LiTf), Fukushima Prefecture
(t& &%), which was our flagship hall at that time. In July, the new
station-front hall, re-named “Daiwa (K#f)”, reopened as an amusement
complex where we operated the Koriyama City Hotel* (il T ¢ &7 ))
and a cafe in the same building. Based on our Directors’ industry knowledge,
this multi-purpose business model of our station-front pachinko hall was the
first of its kind in Japan.

Further expansion in Fukushima Prefecture (18 &18)

In the 1980s, we solidified our home base in Fukushima Prefecture (& & 15)
by opening four pachinko halls, three of which were located in Koriyama City
(BBLLIT), throughout the prefecture. In particular, our Zukei (X&) hall,
opened in October 1984, was our first venture into suburban areas.

Tokyo (¥R #5) venture and metropolitan strategy

The revision of the Amusement Business Law in 1985 which standardised
the licensing regime and regulatory framework of pachinko and pachislot hall
operations in Japan provided a favourable environment for our development
in 1990s. Between 1990 to 1997, we opened ten new pachinko halls, most
of which were located within cities precincts and densely populated areas.
Capitalising on the continual urbanisation and economic development of the
Tokyo (B EL#B) metropolitan area, we expanded into the capital by opening
pachinko halls in Umeyashiki (##/Z%) (November 1994), Nakano Shimbashi
(FEFHHE)  (August 1992), Nagahara (EJH) (September 1992) and
Higashiyamato (3 K#1) (June 1996).

In August 1992, we opened our tenth hall in Nakano Shimbashi (4 B #i#8),
Tokyo.
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Establishment of Koriyama (#fLl) corporate complex

In December 1991, we established a corporate complex dubbed “Nikku
Club” in Koriyama City (EBLLT). Our corporate complex was owned by our
Founder and used as staff dormitory, meeting and corporate facilities.
Having been transferred to Niraku Corporation in July 2000, we now utilise
it as staff training facilities to ensure service and product consistency across
our pachinko hall network.

Succession

In August 1998, our Founder retired and succeeded his chairmanship to Mr.
Masataka TANIGUCHI (& 1 &), who remain as a member of the Taniguchi
Consortium. At the same time, Niraku Corporation also adopted its current
name of Bkt =5 7.

1999 - 2005 Suburban strategy

Under the leadership of Mr. Masataka TANIGUCHI (& H&E), our hall
opening strategy gradually shifted towards the suburban areas in Northeast
Honshu (&N & # Jt), capitalising on the growing population of these areas,
construction of highways linking Tokyo (HEL#F) and the Northeast
prefectures of Japan and advancement of motorisation. Our suburban halls
are typically larger in size and stocked with a greater variety of general
prizes.

We embarked on our suburban strategy in August 2001 when our Sendai
(il &) hall in Miyagi Prefecture (&%) opened. This was followed by the
addition of five pachinko halls in suburban areas in the year of 2001.

Introduction of our “NIRAKU” brand

The year of 2002 was important to our operations because our pivotal brand,
“NIRAKU”, was re-introduced as we opened our Yoshihara (F&H) hall in
Yamagata Prefecture (ILZR). In the same year, we began to phase out the
“Daiwa (K#m)” brand and other hall brands across our operations in favour
of our “NIRAKU” brand. By the end of 2005, all but one hall of our Group
utilised our “NIRAKU” brand and bear, in general, standardised interior and
exterior decorations.
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2006 - 2010

Centralised management strategy

We began to adopt a centralised management strategy in 1999, which
leverages on the economies of scale and the considerable number of
pachinko halls under our operations to centralise and standardise processes
throughout our hall operations, including overall management, new hall
development, machine procurement, prize procurement, IT systems,
marketing, recruitment and training of full-time employees, internal audit and
daily operations. Our centralised management strategy allowed us to simplify
and expedite our new hall development process, as evidenced by the
addition of 15 pachinko halls to our operations between 2002 and 2005.

In February 2003, we opened our 20th pachinko hall in Soma (f8/5),
Fukushima Prefecture (&5 5).

Acceleration of expansion

Following on the general industry trend of market consolidation across the
pachinko industry and captivating the economic benefits of our centralised
management strategy, we further expanded by opening 16 new pachinko
halls in Tokyo (3R 5L #R), Fukushima Prefecture (#& 5 %) and their neighbouring
and conjoining prefectures. In particular, with the opening of Fukushima
Sasakino (f& & fEAREF) hall, our 20th pachinko hall in Fukushima Prefecture
(& &%) in November 2010, we fortified our market-leading position in the
area. As at the Latest Practicable Date, we operated 20 pachinko halls in
Fukushima Prefecture (& &), more than any other pachinko operator in
Japan, according to EBI.

In April 2010, our Chairman was elected as the representative director and
president* (fXE U % &) of Niraku Corporation and became primarily in
charge of the operation and management of our Group as a whole.

Offering of low-cost pachinko

In response to the changing popularity of pachinko, in 2007, we began to
gradually offer a number of low-cost pachinko and pachislot machines, in
addition to our traditional high playing cost games, across our operations in
accordance with local demand and market conditions in each pachinko halls.
We believe that it has enabled us to attract a broader range of customers,
such as women, younger players and non-traditional pachinko players,
adapt to the dynamic industry trend and further increase our market share.
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2011 - 2013

2014

Corporate social responsibility

In February 2010, we incorporated Merrist, a special subsidiary*
(B2 4) of our Group to employ persons with disabilities in our hall
cleaning, gardening and general administrative functions. Our initiatives in
hiring disabled persons were recognised and awarded by the Ministry of
Health, Labour and Welfare* (JE%74).

Continual development

Between 2011 and 2013, despite the short-term set-backs due to the
aftermaths of the Great East Japan Earthquake in March 2011, we continued
to grow steadily with the opening of four pachinko halls in Northeast Honshu

(AN 5= AE).

In May 2011, we achieved a significant milestone as we opened our 50th
pachinko hall in Koriyama Arai (#f L5 H:), Fukushima Prefecture (f& &),

Property activities

In 2011, Nexia, our wholly-owned subsidiary, acquired two properties in
Japan for leasing and renting to third party customers as office premises and
residential apartment units. Income from our property activities provide us
with an additional steady source of income.

Incorporation of our Company

In January 2013, our Company was incorporated and, having undergone a
series of restructuring in April 2013, became the holding company of Niraku
Corporation, allowing the Taniguchi Consortium to consolidate their control
and ownership in our Group and streamline our corporate structure.

Launch of Spanish restaurant franchise

In October 2014, we opened our first Spanish restaurant in Tokyo under the
brand “LIZARRAN”, which operated under a franchise agreement with a food
and beverage company in Spain, the details of which are set out in “Business
- Other Businesses”. Our ancillary business of Spanish restaurant allowed us
to diversify our source of income and, by sending pachinko hall staff to
attend periodic training at the restaurant, thereby enhancing our customer
service standards.

We added two, two, one and nil pachinko halls, respectively, in each of the financial years
ended 31 March 2012, 2013 and 2014 and the six months ended 30 September 2014. In
addition, we added two pachinko halls to our network after the Track Record Period. Under the
leadership of our Chairman and his predecessors, we have evolved from one pachinko hall in
Koriyama City (EBLLIT) into a chain operation of 55 pachinko halls across Northeast Honshu
(AJNE5 L) as at the Latest Practicable Date, providing entertainment to a variety of customers
with different preferences, all managed and operated under one single corporate slogan - “Happy

Time Creation”.
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SHAREHOLDING STRUCTURE

Our Company was incorporated on 10 January 2013 in Japan as the holding company of our
Group. Over the course of our business history, our shareholding structure has remained stable.
As the Taniguchi Consortium has maintained dominant control over our Company and our
subsidiaries throughout the Track Record Period, we do not consider any of the shareholding
changes in our Group during the Track Record Period was significant to us.

Immediately upon completion of the Global Offering, the members of the Taniguchi
Consortium, who are associates of each other under the Listing Rules and persons acting in
concert with each other within the meanings of the Takeovers Code, will together control
approximately 69.5% of the voting rights in our Company and hence are our Controlling
Shareholders. Our other Shareholders will be an Executive Officer, a former member of our senior
management, the ESOA, as well as the participants of the Global Offering.

Taniguchi Consortium

The Taniguchi Consortium comprises our Chairman and a group of: (1) natural persons, who
are family members of our Chairman; and (2) corporate entities, which are controlled by the family
members of our Chairman. Certain Shares held by the Taniguchi Consortium are subject to trust
arrangements. See “— Shareholding Structure — Taniguchi Consortium — Family trust
arrangements” in this section below for details. The table below shows the identities of the
members of the Taniguchi Consortium and their respective shareholding interests in our Company

immediately prior to the completion of the Global Offering:

Immediately prior to
the completion of the
Global Offering

Approximate Relationship (for individuals)/
No. of shareholding Shareholders and voting rights
Name Shares!"  percentage'® (for corporate entities)

Taniguchi Consortium

Our Chairman . ........... 212,980,460 23.8% N/A

Tatsuo TANIGUCHI 203,090,000 22.6% Brother of our Chairman
WO

Masataka TANIGUCHI 145,820,000 16.3% Brother of our Chairman
BEOEES

Yoshihiro TEI (#254)" (also 86,940,000 9.7% Brother of our Chairman
known as JEONG
Jungwung)® . ..

Mitsuhiro TEI (EFAHE)® .. . . . 27,485,000 3.1% Nephew of our Chairman

Motohiro TEI (#F7CHE)® ... .. 27,485,000 3.1% Nephew of our Chairman
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Name

Immediately prior to
the completion of the
Global Offering

No. of
Shares™

Approximate
shareholding
percentage'®

Relationship (for individuals)/
Shareholders and voting rights
(for corporate entities)

Eijun TEI (#8ZE)S. .. ... ...
Rika TEI (83 &F)© ... ...

Noriko KANESHIRO
(W) ..o

Jukki Limited* (FIR&#: i) .

Densho Limited*

(ARRESHAREK) oo

Echo Limited*
ERESttTI—). .. L.

27,485,000
27,485,000

11,500,000

19,320,000

11,500,000

11,500,000

3.1%
3.1%

1.3%

2.1%

1.3%

1.3%

Niece of our Chairman
Niece of our Chairman

Sister of our Chairman

33.3% by Ms. Yoshika TEI (¥ E)*
(also known as Ms. JEONG Sukka)
33.3% by Mr. Kousei TEI (¥87%)*
(also known as Mr. CHONG
Gangsong)

33.3% by Mr. Kiyokazu TANIGUCHI
(4> B{EF1), each being a child of Mr.
Tatsuo TANIGUCHI (& O #EH#), who
is entitled to exercise the voting
rights as the sole director

25% by Ms. Reika TANIGUCHI
(B O #E)

25% by Mr. Hidenori TANIGUCHI
(BROFE)

25% by Ms. Yuryon TANIGUCHI
(8 C1H 85)

25% by Mr. Hirohide TANIGUCHI
(> O 1855), each being a child of our
Chairman, who is entitled to
exercise the voting rights as the
sole director.

25% by Mr. Mitsuhiro TEI (35 1#)
25% by Mr. Motohiro TEI (¥87CHH)
25% by Ms. Eijun TEI (¥F7% )IE)

25% by Ms. Rika TE| (¥ %), each
being a nephew or niece of our
Chairman. Mr. Mitsuhiro TEI (25 fi)
is entitled to exercise the voting
rights as the sole director.
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Immediately prior to
the completion of the
Global Offering

Approximate
No. of shareholding
Name Shares!"”  percentage'®

Relationship (for individuals)/
Shareholders and voting rights
(for corporate entities)

Daiki Limited* (A& K&E) . 11,500,000 1.3%

Hokuyo Kanko Limited* 5,750,000 0.7%
(ARSI EE) ... ...

KAWASHIMA Co., Ltd." 1,380,000 0.1%
(B A FEKAWASHIMA) . . . .

Total:. . ................. 831,220,460 92.9%

Notes:

50% by Mr. Akinori TEI (¥4} )"
(also known as JEONG Kyeongheon)
50% by Mr. Masahide TEI (35§ 3%)*
(also known as JEONG Jangyeong),
each being a child of Mr. Yoshihiro
TEI (#5255A)" (also known as JEONG
Jungwung), who is entitled to
exercise the voting rights as the
sole director.

25% by Mr. Tatsunari TANIGUCHI
(B DR RR)"

(also known as CHONG Jinsong)
25% by Mr. Takanari TANIGUCHI

(B O & k)

(also known as JEONG Cheolseong)
25% by Mr. Toshinari TANIGUCHI
(81 )

(also known as CHUNG Jaeseong)
25% by Ms. Rika TANIGUCHI

(4 O B ),

each being a child of Mr. Masataka
TANIGUCHI (& M 5), who is
entitled to exercise the voting rights
as the sole director.

33.3% by our Chairman

33.3% by Mr. Masataka TANIGUCHI
AN &EH)

33.3% by Mr. Tatsuo TANIGUCHI
(B O EERE), who is entitled to
exercise the voting rights as the
sole director

(1) The numbers of Shares shown above have taken into account the sub-division of Shares approved by our Board
on 16 March 2015, pursuant to which each issued Share of nil par value will be sub-divided into 230 Shares of nil
par value with effect from 31 March 2015. See “— Corporate Structure and Development — Reorganisation” in this

section below for details.
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The 203,090,000 Shares which Mr. Tatsuo TANIGUCHI (& HIEERE) will be interested in include: (i) 161,690,000
Shares (representing approximately 18.0% of the total number of Shares issued by our Company immediately prior
to the completion of the Global Offering) held in his own name and for his own benefit; and (ii) 41,400,000 Shares
(representing approximately 4.6% of the total number of Shares issued by our Company immediately prior to the
completion of the Global Offering) held by the TT Family Trust for the benefit of his children. Mr. Tatsuo TANIGUCHI
(A BEME) is entitled to exercise the voting rights attached to the Shares held by the TT Family Trust. See “—
Shareholding Structure — Taniguchi Consortium — Family trust arrangements” in this section below for details.

The 145,820,000 Shares which Mr. Masataka TANIGUCHI (& 1% £) will be interested in include: (i) 11,442,500
Shares (representing approximately 1.3% of the total number of Shares issued by our Company immediately prior
to the completion of the Global Offering) held in his own name and for his own benefit; and (i) 134,377,500 Shares
(representing approximately 15% of the total number of Shares issued by our Company immediately prior to the
completion of the Global Offering) held by the MT Family Trust for the benefit of his children. Mr. Masataka
TANIGUCHI (& 1 &) is entitled to exercise the voting rights attached to the Shares held by the MT Family Trust.
See “— Shareholding Structure — Taniguchi Consortium — Family trust arrangements” in this section below for
details.

The 86,940,000 Shares which Mr. Yoshihiro TEI (#2£54)" (also known as JEONG Jungwung) will be interested in
include: (i) 33,580,000 Shares (representing approximately 3.7% of the total number of Shares issued by our
Company immediately prior to the completion of the Global Offering) held in his own name and for his own benefit;
and (ii) 53,360,000 Shares (representing approximately 6.0% of the total number of Shares issued by our Company
immediately prior to the completion of the Global Offering) held by the YT Family Trust for the benefit of his children.
Mr. Yoshihiro TEI (##£54)* (also known as JEONG Jungwung) is entitled to exercise the voting rights attached to
the Shares held by the YT Family Trust. See “— Shareholding Structure — Taniguchi Consortium — Family trust
arrangements” in this section below for details.

Mr. Mitsuhiro TEI (¥ fefE), Mr. Motohiro TEI (#85CHE), Ms. Eijun TEI (¥8%2 i) and Ms. Rika TEI (¥8¥EZ) inherited their
interests in our Company from the estate of the late Mr. Tateo TANIGUCHI (& H ##f), their father and a brother of
our Chairman in October 2014.

Shareholding percentages are approximate and subject to rounding.
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The table below shows an illustrative chart of the relationship among the members of the

Taniguchi Consortium and their respective shareholding interests in our Company immediately
prior to the completion of the Global Offering:

Chairman Tatsuo Masataka Yoshihiro Noriko
Taniguchi Taniguchi Tei # Kaneshiro
1 1 1 1
1 1 1 1
1 1 1 1
1 1 1 1
! ! Mitsuhiro Motohiro Eijun Tei Rika Tei ! !
' ' Tei Tei ' '
1 1 1 1
| | ' | |
| | I | |
23.8% \ 18.0%) L 3.1% '\ 3.1% 3.1% 31% [1.3%@ L 3.7%@m) 1.3%
1 ‘ ’ 1 ‘ ’ I’ ’ 1 4 ’ 1 4 ’
1 1 1 1 1
1 1 1 1 1
1 1 g g g S gy 1 1 1
1 1 1 1 1
| Fo------ a------=-- 1 ' r------- - Fo----- |
1 1 1 1 1 1 ! 1 1
1 1 1 1 1 1 1 ! 1
: : ! ' ' : : :
Densho Jukki ! ! i Hokuyo Kanko ! Daiki !
Limited* (4) Limited* () i i ' Limited” (4) ! Limited* (4) [+
i , ' i ,
TT Family KAWASHIMA Echo MT Family YT Family
Trust Co., Ltd." (4) Limited* @) Trust Trust
1.3% 21% 4.6%(1) 0.1% 1.3% 0.7% 15.0%(2) 1.3% 6.0%(3)
Other
Shareholders
92.9% 71%
Compan Registered
pany Shareholding
----------- Exercise of

voting rights

Notes:

(M

The shareholding percentage of Mr. Tatsuo TANIGUCHI (% I BE ) shown above includes the Shares held in his own
name and for his own benefit but excludes the Shares held by the TT Family Trust for the benefit of his children.

The shareholding percentage of Mr. Masataka TANIGUCHI (% H & £f) shown above includes the Shares held in his
own name and for his own benefit but excludes the Shares held by the MT Family Trust for the benefit of his
children.

The shareholding percentage of Mr. Yoshihiro TEI (#%554)" (also known as JEONG Jungwung) shown above
includes the Shares held in his own name and for his own benefit but excludes the Shares held by the YT Family
Trust for the benefit of his children.

Each of Jukki Limited* (FE&%: i), Densho Limited” (G R &#:{5K), Echo Limited* (ABR&%LT 3 —), Daiki
Limited* (AFR&%h k), Hokuyo Kanko Limited* (BRR&#ALE#EE), and KAWASHIMA Co., Ltd.* (BkU&th:
KAWASHIMA) is owned by the members of, and/or the family of the members of, the Taniguchi Consortium. See
“— Shareholding Structure — Taniguchi Consortium” in this section above for the detailed shareholding structure
of these corporate entities.

Shareholding percentages are approximate and subject to rounding.
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The shareholding percentage of each member of the Taniguchi Consortium will be diluted by
the 300,000,000 newly issued Offer Shares offered under the Global Offering, representing
approximately 25.1% of our total number of issued Shares immediately upon completion of the
Global Offering (assuming the Over-allotment Option is not exercised). See “— Corporate
Structure” in this section below for the shareholding and corporate structure of our Group
immediately upon completion of the Global Offering.

Controlling Shareholders acting in concert

By virtue of their intricate family and shareholding relationship, each member of the
Taniguchi Consortium is an associate of each other under the Listing Rules. In addition, on 9
December 2014, each member of the Taniguchi Consortium has confirmed that they have been
acting in concert, and intend to continue to act in concert, in exercising their control over and
voting rights in our Group. As such, each member of the Taniguchi Consortium is also a person
acting in concert with each other within the meanings of the Takeovers Code. See “Relationship
with our Controlling Shareholders — Controlling Shareholders acting in concert” for details.

Family trust arrangements

As part of their efforts to succeed their legacy in our Group, Mr. Tatsuo TANIGUCHI
(> O EEHE), Mr. Masataka TANIGUCHI (4 M 54 &) and Mr. Yoshihiro TEI (#8355L)" (also known as
Mr. JEONG Jungwung) created the following trust arrangements for the benefit of their respective
children:

(a) the TT Family Trust - in October 2014, Mr. Tatsuo TANIGUCHI (% I REf) transferred
180,000 Shares registered in his own name to three of his children, namely Ms. Yoshika
TEI (EBIFE)" (also known as Ms. JEONG Sukka), Mr. Kousei TEI (E5¢#%)" (also known
as Mr. CHONG Gangsong) and Mr. Kiyokazu TANIGUCHI (£ O {&E#1) with the intention
to create the TT Family Trust at a later date. On 23 October 2014, the TT Family Trust
was established pursuant to a trust agreement entered into between SMBC Trust Bank
Ltd.* (Bk X2 4LSMBCIEFEERTT) (as the trustee and assignee* (3% i#t#)) and each of the
beneficiaries (as the assignors and beneficiaries* (FFt#& #H %22 %)), who have entered
into a separate agreement with Mr. Tatsuo TANIGUCHI (& 1 &) to appoint him as the
protector and person having the right to exercise voting rights* (i HMETT i 15 X HE#)
of the TT Family Trust;

(b) the MT Family Trust - in September 2014, Mr. Masataka TANIGUCHI (& H&&)
transferred 584,250 Shares registered in his own name to three of his children, namely
Mr. Tatsunari TANIGUCHI (& JEHR)" (also known as Mr. CHONG Jinsong), Mr.
Takanari TANIGUCHI (& EO#&56R)* (also known as Mr. JEONG Cheolseong) and Mr.
Toshinari TANIGUCHI (& F %) (also known as Mr. CHUNG Jaeseong) with the
intention to create the MT Family Trust at a later date. On 21 October 2014, the MT
Family Trust was established pursuant to a trust agreement entered into between
SMBC Trust Bank Ltd.* (% X&=#:SMBCEEEHE1T) (as the trustee and assignee*
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(%Z#6#)) and each of the beneficiaries (as the assignors and beneficiaries*
(FBRtHEH#KZ4EH)), who have entered into a separate agreement with Mr. Masataka
TANIGUCHI (& 1 ) to appoint him as the protector and person having the right to
exercise voting rights* (i IRHETT EFEXIME) of the MT Family Trust; and

(c) the YT Family Trust - in October 2014, Mr. Yoshihiro TEIl (¥5#554)" (also known as
JEONG Jungwung) transferred 232,000 Shares registered in his own name to two of
his children, namely Mr. Akinori TEI (¥ #(%)" (also known as JEONG Kyeongheon) and
Mr. Masahide TEI (#5#43%)* (also known as JEONG Jangyeong), with the intention to
create the YT Family Trust at a later date. On 22 October 2014, the YT Family Trust was
established pursuant to a trust agreement entered into between SMBC Trust Bank
Ltd.* (Bk X2 4LSMBCIEFEERTT) (as the trustee and assignee* (3% #t#)) and each of the
beneficiaries (as the assignors and beneficiaries* (FFt#& #H %22 #)), who have entered
into a separate agreement with Mr. Yoshihiro TEI (#53£5L)" (also known as JEONG
Jungwung) to appoint him as the protector and person having the right to exercise
voting rights* (& RHETT f$5 [XIMEK) of the YT Family Trust;

The Shares under the TT Family Trust, MT Family Trust and the YT Family Trust were
transferred to and are registered under the name of SMBC Trust Bank Ltd.* (kX & #:SMBCIS it
$R17), a licensed trust bank* ({E#L8517) in Japan, and held for the benefit of the beneficiaries. The
trust Shares may not be transferred, or disposed of, by the trustee and/or the beneficiaries
without the prior written consents of Mr. Tatsuo TANIGUCHI (& 11 SE ), Mr. Masataka TANIGUCHI
(& 0 &4 &) and Mr. Yoshihiro TEI (#254)" (also known as JEONG Jungwung) (as the case may
be) if such transfer or disposal would contravene the Listing Rules.

Each of the TT Family Trust, MT Family Trust and the YT Family Trust can only be terminated
with the prior consent of the trustee and the beneficiaries. The proper law of the TT Family Trust,
MT Family Trust and the YT Family Trust is the law of Japan and the provisions thereof are
therefore subject to, and enforceable under, the laws of Japan. The terms of the trust
agreements, including termination, addition, removal or exclusion of beneficiaries, variation of
trust powers and appointment or removal or trustee, may only be amended with the prior consent
of the trustee and the beneficiaries.

In addition, so long as the person having the right to exercise voting rights* (s IR HEFT i 5
KI#E55) is in office, the trustee and the beneficiaries shall not interfere with the management of
the business of our Group and the voting rights attached to the trust Shares.

Our Japan Legal Adviser has confirmed that the arrangements under the TT Family Trust, MT
Family Trust and the YT Family Trust are in compliance with the relevant laws and regulations in
Japan.
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Other Shareholders

Apart from the Taniguchi Consortium, our Company is also held by an Executive Officer, a

former member of our senior management and the ESOA. The table below shows the identities
of these Shareholders and their respective shareholding interests in our Company immediately
prior to the completion of the Global Offering:

Immediately prior to
the completion of the
Global Offering

Approximate

No. of shareholding Relationship (for individuals) / Shareholders
Name Shares!" percentage® and voting rights (for corporate entities)
Other Shareholders
Hidenori MOROTA 1,380,000 0.1% Former Director of our Company; an
FEEER) ... Executive Officer of our Company;
current director of Niraku Corporation
Tadamitsu YAMASHITA 1,380,000 0.1% Former member of our senior
(URRESE) oo management; not a connected person

of our Company

ESOA ................ 61,870,000 6.9% No shareholder®: Mr. Takashi ENDO

GEEZ*), the president* (FEZE£) of the
ESOA, who is not a connected person
of our Company, is entitled to exercise
the voting rights

Notes:

(M

The numbers of Shares shown above have taken into account the sub-division of Shares approved by our Board
on 16 March 2015, pursuant to which each issued Share of nil par value will be sub-divided into 230 Shares of nil
par value with effect from 31 March 2015. See “— Corporate Structure and Development — Reorganisation” in this
section below for further details.

As a partnership* (i1 1) established under the Civil Code, the concept of shareholding does not apply to the ESOA.
Under the rules of the ESOA, the president* (B35 k) of the ESOA is entitled to exercise the voting rights attached
to the Shares held by the ESOA, notwithstanding that the members of the ESOA may, from time to time, give
specific instructions to the said president* (B9 5) on voting.

Shareholding percentages are approximate and subject to rounding.

Save for Mr. Hidenori MOROTA (# H %£4), each of the Shareholders listed above is not a

connected person of our Company. Mr. Hidenori MOROTA (3% H #:#%) was a Director prior to 25
June 2014 and remains as an Executive Officer of our Company and a current director of our
subsidiary, Niraku Corporation, and is therefore a connected person of our Company by virtue of
Rule 14A.07(2) of the Listing Rules and a core connected person of our Company under Rule
1.01 of the Listing Rules. As such, the interests held by Mr. Hidenori MOROTA (3% H ZE %) will not
be counted towards the public float of our Company upon Listing for the purpose of Rule
8.08(1)(a) of the Listing Rules.
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Employee Stock Ownership Association

The ESOA, established on 16 January 2001 as an employee benefit scheme for our Group’s
employees, is administered by a board of administrators* (%) and chaired by a president*
(H=#HE ), who is in turn nominated and elected by the members of the ESOA. Daiwa Securities
Capital Market Co., Ltd.* (KFfIzE %4k X 4h) is the transfer agent of the ESOA and administers
its register of members. The ESOA has the following salient features:

(a)

Membership and contribution: Membership of the ESOA is only open for application by
all current employees of our Group. All members of the ESOA are required to make a
monthly contribution of a fixed amount ranging from ¥1,000 to ¥50,000, depending on
their ranking within our human resources structure. Monthly contributions are
deducted directly from the members’ monthly payroll. Members may also elect to make
special contribution out of their employment bonus monies paid by our Group. As an
employment benefit, our Group makes certain special contributions per month to each
member of the ESOA. Save and except for the said special contributions, our Group
and our Controlling Shareholders do not owe any obligation to the ESOA and its
members.

Entitlement rights: Pro-rata to the aggregate amounts of each member’s contribution
and our Group’s special contribution, the board of administrators* (%) of the ESOA
calculates and grants a certain amount of entitlement rights to the members of the
ESOA. The entitlement rights confer solely a claim to payment in cash, not a right to
claim or purchase Shares in our Company. None of the entitlement rights granted by
the ESOA is convertible into Shares or any other form of securities in our Company.

Subscription of new Shares: The ESOA makes use of the monies contributed by our
Group and its members to subscribe for Shares either by: (i) acquiring Shares from
existing Shareholders, subject to mutual commercial agreement; (ii) trading on the
Stock Exchange upon Listing, subject to all relevant requirements under the Listing
Rules; or (iii) issue and allotment of new Shares, subject to all applicable laws and
regulations in Hong Kong and Japan.

Dividends: Dividends associated with the Shares held by the ESOA are assigned to the
members pro-rata to the number of entitlement rights under their names and returned
to the members upon cancellation of their membership.

Exercise of entitlement rights: Entitlement rights under the ESOA can be exercised by:
(i) voluntary cancellation of membership on the part of a member; or (ii) automatic
cancellation of membership when a member ceases to be qualified as a current
employee of our Group for whatever reason. Upon exercise of the entitlement rights,
a member may claim a payment which is the aggregate of the exercise values of the
entitlement rights and the aggregate monetary amount of contribution attributable to
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him/her. There is no fixed exercise value of the entitlement rights. The exercise value
is determined by the board of administrators* (%) of the ESOA from time to time.
Entitlement rights held by a cancelled membership will be distributed to the remaining
members pro-rata to their existing number of entitlement rights.

() Voting rights and ranking: The president* (Bl ) of the ESOA has the discretion to
exercise the voting rights attached to the Shares held by the ESOA, notwithstanding
that the members may from time to time give specific instructions to him on voting. The
Shares held by the ESOA rank pari passu in all respects with the existing Shares in
issue. Hence, there are no specific rights in favour of the ESOA attached to the Shares
held by the ESOA.

As at the Latest Practicable Date, there were 269,000 Shares registered under the name of
the ESOA, corresponding to 269,000 entitlement rights granted to the current employees of our
Group. No member of the Taniguchi Consortium, Director, Chief Executive Officer, Executive
Officer or core connected person of our Company is allowed to participate in the ESOA. Given
that none of Mr. Takashi ENDO (ZJ#%2%), the current president* (M ZEE) of the ESOA, and the
members of the ESOA is a core connected person of our Company, the Shares held by the ESOA
will be counted towards the public float of our Company upon Listing for the purpose of Rule
8.08(1)(a) of the Listing Rules.

The ESOA confers entitlement to payment in cash only but not Shares or other form of
securities in our Company. The exercise of the entitlement rights will not dilute the issued share
capital of our Company. As such, Chapter 17 of the Listing Rules does not apply to the ESOA
which, in substance, is a scheme of deferred compensation to our employees.

Apart from its interests in our Company, ESOA was also interested in approximately 6.5%
of the total number of issued shares in NI, which were distributed to ESOA as a result of our
Reorganisation. These interests had been repurchased by NI from the ESOA and as at the Latest
Practicable Date, the ESOA had no interest in NI or the Excluded Group as a whole.

CORPORATE STRUCTURE AND DEVELOPMENT
Group companies

As at the Latest Practicable Date, our Group comprised our Company, one directly
wholly-owned subsidiary and two indirectly wholly-owned subsidiaries, all of which were
incorporated in Japan. Our Company was incorporated as the holding company of our Group,
with Niraku Corporation conducting our primary business of pachinko hall operations and Nexia
and Merrist carrying out our ancillary business functions. There was no significant shareholding
change in the companies comprising our Group during the Track Record Period with the
Taniguchi Consortium maintaining dominant control over our Group. Set out below is the
corporate history of our Group:
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Our Company

Our Company was incorporated on 10 January 2013 in Japan with a core capital* (EA& %)
of ¥6,600. Upon incorporation, the number of Shares authorised to be issued by our Company
was 20,000,000 Shares, of which one class-A share and one common Share* (FEL ) were
issued and allotted to our Chairman. Under our current articles of incorporation* (i€ #k) (which will
cease to be effective and be replaced by our Articles on the Listing Date), transfers of our Shares
must be approved by our Board of Directors. Transfers of our Shares will become free of
restriction or limitation and shall not require Board or Shareholders approval upon Listing.

Our Company is an investment holding company incorporated with an aim to: (i) create a
holding corporate structure for our Group; and (i) consolidate the Taniguchi Consortium’s
ownership of and control over our Group. On 1 April 2013, our Board of Directors approved a
share swap* (kI3 H#4) (the “Niraku Share Swap”) with Niraku Corporation, pursuant to which
our Company acquired 3,153,000 shares, 478,000 shares, 6,000 shares, 6,000 shares, 6,000
shares and 246,000 shares in Niraku Corporation, respectively, from the Taniguchi Consortium,
Mr. Tateo TANIGUCHI (& HEf) (the late brother of our Chairman), Mr. Hidenori MOROTA
(FEH 4L), Mr. Hisaharu KASHIHARA (#JF/AJ5), Mr. Tadamitsu YAMASHITA (11 F &%) and the
ESOA, each being a shareholder of Niraku Corporation at that time, in consideration for which our
Company issued and allotted the same number of Shares in our Company to these shareholders
on a pro-rata basis.

As a result of the Niraku Share Swap: (i) Niraku Corporation became a wholly-owned
subsidiary of our Company; (ii) the Taniguchi Consortium, Mr. Tateo TANIGUCHI (% 1% ), Mr.
Hidenori MOROTA (3% HHZE£L), Mr. Hisaharu KASHIHARA (B4 /AIR), Mr. Tadamitsu YAMASHITA
(1L~ %) and the ESOA became our Shareholders; (iii) our core capital* (E4~4) was increased
to ¥10 million; and (iv) our total number of issued Shares was increased to one class-A share and
3,895,001 common Shares* (% j@E#E ).

The one class-A share held by our Chairman entitled him to certain special rights, such as
veto power to the appointment and removal of Directors. On 9 December 2014, our Board
resolved to cancel the one class-A share and convert it into one newly issued common Share*
(@), which was allotted to our Chairman on the same day. As a result, our total number
of issued Shares became 3,895,002 common Shares” (%i##kz). As at the Latest Practicable
Date, there was no class-A share in our issued share capital and, pursuant to our Articles, our
Company is not allowed to issue any other class of shares other than our common Shares*
(5@ #E ) after the Listing.

On 1 October 2014, our Board of Directors approved ESOA’s acquisitions of 6,000 Shares
and 17,000 Shares (representing approximately 0.1% and 0.3% of our total number of issued
Shares at that time) from Mr. Hisaharu KASHIHARA (#JFE/AJA) and Mr. Tatsuo TANIGUCHI
(& DI EET#E), respectively. The respective consideration of these acquisitions were ¥19.8 million
and ¥42.5 million, calculated based on arm’s length negotiation between the parties.

183




HISTORY AND CORPORATE DEVELOPMENT

On 22 October 2014, our Board of Directors approved the inheritance of 119,500 Shares
each by Mr. Mitsuhiro TE| (¥ 2 fE), Mr. Motohiro TEI (#85CHH), Ms. Eijun TEI (8 %2)IE) and Ms. Rika
TEI (¥ 7F) from the estate of the late Mr. Tateo TANIGUCHI (& &%) at nil consideration.

The composition of our Shareholders and their respective shareholding number and
percentage have not changed since 22 October 2014, except for: (i) the sub-division of each
issued Share of nil par value into 230 Shares of nil par value which will take effect on 31 March
2015; (ii) the increase of the number of Shares authorised to be issued by our Company to
2,000,000,000 Shares which take effect on 31 March 2015; (iii) the transfers of the trust Shares
under the TT Family Trust, MT Family Trust and YT Family Trust as described in “— Shareholding
structure — Taniguchi Consortium — Family trust arrangements” in this section above; and (iv)
the cancellation and conversion of class-A share mentioned above.

Mr. Hiroshi BANNAI (Jx N 54) was an external Director* (#1278 Bk %) of our Company prior to
his retirement in October 2014,

Niraku Corporation

Niraku Corporation is our principal operating subsidiary primarily engaged in the operation
and management of pachinko halls. Niraku Corporation also operates a Spanish restaurant in
Tokyo (B ELHR) under the brand “LIZARRAN” and a hotel above one of our pachinko hall in
Koriyama City (BB LLITf7), Fukushima Prefecture (f& &%), both of which are our ancillary businesses
and are insignificant when compared to our business and financial position as a whole. Under the
articles of incorporation* (FE#X) of Niraku Corporation, transfer of the shares in Niraku
Corporation must be approved by its board of directors.

Incorporated on 27 August 1969 by our Founder, Niraku Corporation was the operating and
holding company of our Group until the incorporation of our Company. As at 1 April 2011 (being
the commencement date of the Track Record Period), Niraku Corporation had a core capital*
(BEAR %) of ¥257 million. The number of Shares authorised to be issued by Niraku Corporation
was 20,000,000 shares and the total number of issued shares was 5,346,000 shares at that time.
Niraku Corporation commenced its business upon incorporation in August 1969.

As at 1 April 2011 (being the commencement date of the Track Record Period), Niraku
Corporation was owned as to approximately 76.6%, 13.3%, 0.4%, 0.1%, 0.1%, 0.1% and 4.6%,
respectively, by the Taniguchi Consortium, Mr. Tateo TANIGUCHI (&%), Mrs. Kyoko
TANIGUCHI (& H R F) (the mother of our Chairman), Mr. Hidenori MOROTA (3% HHZE44), Mr.
Hisaharu KASHIHARA (B /AR), Mr. Tadamitsu YAMASHITA (11T &E) and the ESOA. Apart
from these shareholders, Niraku Corporation was also owned as to approximately 4.8% by 13
institution shareholders, which are banks, financing institutions and machine suppliers in Japan
with which our Group has a long and established business relationship. None of these
institutional shareholders was a core connected person of our Company, our Controlling
Shareholders or each other throughout the period during which they were interested in Niraku
Corporation’s shares.
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On 10 August 2012, the board of directors of Niraku Corporation resolved to repurchase
250,000 shares in Niraku Corporation, representing the entire interests held by the
aforementioned 13 institutional shareholders at a consideration of ¥2,400 per share, calculated
based on arm’s length negotiation among the parties. The 250,000 repurchased shares became
treasury stock* (H 8 X) of Niraku Corporation, which had been cancelled by 31 March 2013.
The primary objective of this share repurchase was to consolidate the ownership of Niraku
Corporation as a family business.

On 1 February 2013, the board of directors of Niraku Corporation approved the acquisition
of 1,040,000 Shares in aggregate from Mr. Tatsuo TANIGUCHI (& H#EH-E), Mr. Masataka
TANIGUCHI (& 1 4 #) and Mr. Yoshihiro TEI (3#54)% (also known as Mr. JEONG Jungwung),
each being a member of the Taniguchi Consortium, as well as Mr. Tateo TANIGUCHI (% 1 & /)
and Mrs. Kyoko TANIGUCHI (& H %) by our Company, at a consideration of ¥3,300 per share,
calculated by an independent accountant appointed by the parties based on the valuation of
Niraku Corporation. On 20 February 2013, as a further effort to streamline the ownership
structure of our Group, the board of directors of Niraku Corporation resolved to repurchase an
aggregate of 161,000 shares from Densho Limited* (FFR&%:{5%K), Echo Limited*
(B R&$ T a—), Daiki Limited* (AR &#: kX&) and Hokuyo Kanko Limited* (4 FR 2 #LALBG #15¢),
each being a member of the Taniguchi Consortium, at a consideration of ¥3,300 per share,
calculated by an independent accountant appointed by the parties based on the valuation of
Niraku Corporation. All repurchased shares became treasury stock* (HC#X) of Niraku
Corporation, which had been cancelled by 31 March 2013. Upon completion, Niraku Corporation
was owned as to approximately 63.9%, 9.7%, 21.1%, 0.1%, 0.1%, 0.1% and 5.0%, respectively,
by the Taniguchi Consortium, Mr. Tateo TANIGUCHI (% 1%EtE), our Company, Mr. Hidenori
MOROTA (# H & £5), Mr. Hisaharu KASHIHARA (#2J5/AR), Mr. Tadamitsu YAMASHITA (1L F &%)
and the ESOA. These changes in the shareholding of Niraku Corporation were effected in
preparation for the Niraku Share Swap.

On 1 April 2013, the board of directors of Niraku Corporation approved the Niraku Share
Swap and the acquisition 3,895,000 of shares in Niraku Corporation from its then existing
shareholders. Taking into the account the 1,040,000 shares our Company was already interested
in immediately prior to the implementation of the Niraku Share Swap, Niraku Corporation became
a wholly-owned subsidiary of our Company. As a result of these restructuring steps, the total
number of shares issued by Niraku Corporation was reduced to 4,935,000 shares, all of which
were wholly-owned by our Company.

Niraku Corporation has remained as our wholly-owned subsidiary since 1 April 2013. Mr.
Masataka TANIGUCHI (& 0 & &) was a director of Niraku Corporation until his retirement in
September 2012. Mr. Tatsuo TANIGUCHI (& 0 #E#) was also a director of Niraku Corporation
until his retirement in September 2014. The current directors of Niraku Corporation are our
Chairman, Mr. Hidenori MOROTA (3% H ##4) (our Executive Officer) and Mr. Akinori OHISHI
(KA HHEE) (our Executive Officer).
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Nexia

Nexia is a property holding and investment company. Its property portfolio includes land and
premises on which our Group operates pachinko halls, an office building for lease to third party
tenants and a residential apartment building for lease to third party tenants. Under the articles of
incorporation* (E#k) of Nexia, transfer of the shares in Nexia must be approved by its
shareholders.

Nexia was incorporated on 19 June 2009 in Japan with a core capital* (EA4) of
¥30 million. On incorporation, the number of shares authorised to be issued by Nexia was
20,000 shares. As at 1 April 2011, the commencement date of the Track Record Period, a total
of 3,000 shares were issued by Nexia, which were held as to approximately 25.0%, 25.0%,
25.0%, 3.0%, 2.0%, 10.0% and 10.0%, respectively, by Hokuyo Kanko Limited* (R &+LtE5
#B%), Jukki Limited* (FFR&%:1ik), Densho Limited* (AR &tk{5&), KAWASHIMA Co., Ltd.*
(R FEKAWASHIMA), Mr. Tatsuo TANIGUCHI (4 H BE#) (each being a member of the Taniguchi
Consortium), Mr. Yoshie SAKAMOTO (¥ A #if4) (an independent third party), Mr. Minoru NISHINO
(FE¥F3) (an independent third party) and Nino Kensetsu Co., Ltd.* #kX &= / ##& (an
independent third party). Nexia commenced business upon incorporation in 2009.

On 24 May 2012, the shareholders of Nexia have resolved to repurchase 300 shares in
Nexia, representing approximately 10% of the total number of Shares issued by Nexia at that
time, from Nino Kensetsu Co., Ltd.* (kX &tk =1 / #5%), an independent third party, at an
aggregate consideration of ¥12 million, calculated based on the valuation of Nexia conducted by
an independent valuer. The 300 acquired shares became treasury stock* (H =) of Nexia,
which had been cancelled by 31 March 2013. The primary objective of this share repurchase was
to consolidate the ownership of Nexia by the Taniguchi Consortium.

On 24 May 2012, the shareholders of Nexia approved the acquisition of 300 shares,
representing approximately 10% of the total number of shares issued by Nexia at that time, by
KAWASHIMA Co., Ltd.* (BMRRX&tEKAWASHIMA) from Mr. Minoru NISHINO (FEEF3E), an
independent third party. The consideration was ¥12 million in aggregate, calculated based on the
valuation of Nexia conducted by an independent valuer.

On 13 June 2014, the shareholders of Nexia approved the acquisition of 60 shares in Nexia,
representing approximately 2.2% of the total number of shares issued by Nexia at that time, by
Mr. Tatsuo TANIGUCHI (% LI BEHE) from Mr. Yoshie SAKAMOTO (Y A#{if#) (an independent third
party). The consideration was ¥3 million in aggregate, calculated based on arm’s length
negotiation of the parties. Upon completion, Nexia became collectively wholly-owned by the
members of the Taniguchi Consortium.

As part of our Reorganisation, our Company acquired all issued shares in Nexia because (i)
the activities of Nexia are directly related to our core business of pachinko and pachislot hall
operations; and (ii) Nexia was commonly controlled by the members of the Taniguchi Consortium.
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On 9 December 2014, each member of the Taniguchi Consortium has confirmed that they have
been acting in concert, and intend to continue to act in concert, in exercising their control over
and voting rights in Nexia. See “Relationship with our Controlling Shareholders — Controlling
Shareholders acting in concert” for details.

Mr. Tatsuo TANIGUCHI (& D BE ) has remained as a director of Nexia throughout the Track
Record Period and thereafter.

Merrist

Merrist is primarily engaged in the employment of disabled people to provide gardening,
cleaning and general management services in our pachinko halls. Under the Act on Employment
Promotion etc. of Persons with Disabilities* (FEE#H O JEH O e ITEET 274 E) of Japan (Act
No. 123 of 1960), a minimum of 2% of a private enterprise in Japan with 50 or more employees
is required to be persons with disabilities. Under the articles of incorporation* (&&#X) of Merrist,
transfer of the shares in Merrist must be approved by its shareholders.

Merrist was incorporated on 24 February 2010 with a core capital* (B 7<) of ¥5 million. The
number of shares authorised to be issued by Merrist was 2,500 shares, of which 500 shares were
issued and allotted to Niraku Corporation. Merrist has remained as a wholly-owned subsidiary of
Nexia since its incorporation. Merrist commenced business upon incorporation in 2010.

Mr. Hideyuki SUETSUGU (KX F51T), a former member of our senior management who is not
a connected person of our Company, was a director of Merrist from 24 February 2010 to 3
September 2012. Our Chairman is now the sole director of Merrist.

Dissolved entity

Jin Corporation* (MkxX&4:17) (“din Corporation”) was a stock company* (FkX&4th)
incorporated in Japan with limited liability on 15 June 2012. The primary business activity was the
operation of a pachinko hall in Hanyu City ((M4:17), Saitama Prefecture (¥ £ %). Jin Corporation
was incorporated as a wholly-owned subsidiary of Asuka Corporation* (%X &%E7 A #1), an
independent third party as a result of a company split* (53#) to effect the acquisition of the said
pachinko hall by our Group. On 15 June 2012, Niraku acquired the entire number of issued
shares in Jin Corporation from Asuka Corporation* (kX 4L A #1) at a consideration of ¥820
million, calculated based on arm’s length negotiation of the parties.

To consolidate the pachinko and pachislot hall operations functions of our Group into Niraku
Corporation, we effected an absorption-type merger* (i & ) under the Japan Companies Act
between Niraku Corporation (as the surviving entity) and Jin Corporation (as the absorbed entity)
on 1 October 2013. As at the Latest Practicable Date, Jin Corporation had been dissolved and
its registration had been cancelled. Our Japan Legal Adviser has confirmed that, as provided
under the Japan Companies Act, all assets, liabilities, contractual rights and obligations had been
transferred to Niraku Corporation. Customers of Jin Corporation are now served by our Group.
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Our Directors have confirmed that there is no matter with respect to the dissolution of Jin
Corporation that would otherwise need to be brought to the attention of the Stock Exchange and

our potential investors.

Reorganisation

The companies comprising our Group underwent the Reorganisation to rationalise our
Group’s structure in preparation for the Listing. The chart below shows the simplified
shareholding and corporate structure of our Group immediately prior to the implementation of our

Reorganisation:

Taniguchi Consortium Hidenori Hisaharu Tadamitsu ESOA
Morota Kashihara () Yamashita
100% 93.2%9 0.1% 0.1% 0.1% 6.5%9

Company

100%
Niraku

Corporation

100%
Nexia (1)
Merrist NUSA

Notes:

(1) Nexia was owned as to approximately 27.8%, 27.8%, 27.8%,
Limited* A R &4L+#, Densho Limited* (R &+E{x7K), Hokuyo Kanko Limited*(f B & 4EILBSBE), KAWASHIMA
Co., Ltd.*(Fk & :KAWASHIMA) and Mr. Tatsuo TANIGUCHI (% 1 #E1#), each being a member of the Taniguchi

Consortium.

(2) Mr. Hisaharu KASHIHARA (#2J5/A3R) is a former member of our senior management who is not a connected person
of our Company. He is no longer a Shareholder of our Company. Our Board of Directors approved the transfer of

his entire shareholding interests in our Company to the ESOA on 1 October 2014.

(3) Our Board of Directors approved the transfer of 17,000 Shares (representing approximately 0.3% of our total
number of issued Shares at that time) from Mr. Tatsuo TANIGUCHI (% I1#€1) to the ESOA on 1 October 2014.

(4) Shareholding percentages are approximate and subject to rounding.

11.1% and 5.5%, respectively, by Jukki
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Our Reorganisation involved the following steps:

Company split

On 17 September 2014, our Company effected an incorporation-type company split*
(Hi#% 53 E)) (the “Company Split”) pursuant to the Japan Companies Act. The primary aim of the
Company Split was to: (i) consolidate the business and assets of, and incidental to, our Group’s
pachinko and pachislot hall operations under our Company; and (ii) establish the Excluded Group
as the holding entities of the prospective private business ventures of our Controlling
Shareholders.

The Company Split was effected as follows:

(1)

(i)

incorporation of NI: NI was incorporated in Japan on 17 September 2014 to serve as
the holding entity of the Excluded Group and the prospective private business ventures
of the Taniguchi Consortium that are unrelated to our core business of pachinko and
pachislot hall operations.

transfer of tangible assets to NI: as part of the Company Split, we on 17 September
2014 transferred certain tangible assets totalling ¥1,110 million, which, among others,
included the entire issued stock of NUSA. No fixed asset, liability, contractual
obligation and employee was transferred to NI as part of the Company Split.

Distribution of the shares in NI to our Shareholders: as part of the Company Split,
our Company on 17 September 2014 declared and distributed a distribution in specie*
(Fd4) out of our surplus* (El4:4) by way of distributing 3,895,002 shares in NI,
representing our entire number of issued shares, to our Shareholders whose names
appear on our Share Register on 11 September 2014.

Each holder of the common Shares* (@ #X) of our Company received shares in NI
in an amount equivalent to the number of common Shares* (%@ IL) they held as at
11 September 2014. Given that there was only one class of shares in the share capital
of NI, our Chairman, who held one class-A share in our Company as at 11 September
2014, received one share in NI. As a result, all existing Shareholders as at 11
September 2014 became the shareholders of NI in proportion to the number of Shares
they held in our Company as at 11 September 2014.
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The Company Split was filed with the Legal Affairs Bureau* (i£#% /) of Japan on 17
September 2014 and completed and became effective on the same day. The table below shows
the simplified shareholding and corporate structure of our Group immediately upon completion
of the Company Split:

Taniguchi Consortium Hidenori Hisaharu Tadamitsu ESOA
Morota Kashihara (2 Yamashita
100% 938.2%9 0.1% 0.1% 0.1% 6.5%0

Company NI
100% 100%

Niraku NUSA

Corporation
100%
Nexia (1) Merrist

Notes:

(1) Nexia was owned as to approximately 27.8%, 27.8%, 27.8%, 11.1% and 5.5%, respectively, by Jukki Limited*
(R 2 41ik), Densho Limited* (HBR&4L{57K), Hokuyo Kanko Limited* (4 BR& LA E L), KAWASHIMA Co.,
Ltd. *(Fk & HKAWASHIMA) and Mr. Tatsuo TANIGUCHI (& CEE#f), each being a member of the Taniguchi

Consortium.

(2) Mr. Hisaharu KASHIHARA (#2J5/A3R) is a former member of our senior management who is not a connected person

of our Company. He is no longer a Shareholder of our Company. Our Board of Directors approved the transfer of
his entire shareholding interests in our Company to the ESOA on 1 October 2014.

(3) Our Board of Directors approved the transfer of 17,000 Shares (representing approximately 0.3% of our total
number of issued Shares at that time) from Mr. Tatsuo TANIGUCHI (% I1#E 1) to the ESOA on 1 October 2014.

(4) Shareholding percentages are approximate and subject to rounding.

Acquisition of the Nakano Property

Immediately prior to the implementation of our Reorganisation, our Chairman, Mr. Tatsuo
TANIGUCHI (& O EE M) and Mr. Masataka TANIGUCHI (& 1 & &) were the joint owners of a piece
of land and the premises thereon (together, the “Nakano Property”) located in Nakano-ku
(FEX), Tokyo (R EL#R), on which we operate one of our pachinko halls.
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On 9 September 2014, Niraku Corporation acquired the Nakano Property from our
Chairman, Mr. Tatsuo TANIGUCHI (& 0EEME) and Mr. Masataka TANIGUCHI (R H&E) in
consideration for ¥382 million in cash. The consideration was based on the valuation of the
Nakano Property conducted by an independent valuer.

Acquisition of Nexia

Immediately prior to the implementation of our Reorganisation, Nexia was owned as to
approximately 27.8%, 27.8%, 27.8%, 11.1% and 5.5%, respectively, by Jukki Limited”
(AR &%), Densho Limited* (BFE&%E{57K), Hokuyo Kanko Limited* (4 FR & fLALES#EE),
KAWASHIMA Co., Ltd.* (k=& #KAWASHIMA) and Mr. Tatsuo TANIGUCHI (& H#EH#E), each
being a member of the Taniguchi Consortium.

On 29 September 2014, Nexia acquired an aggregate of 2,550 shares in Nexia from Jukki
Limited* (A PRz 4L 1), Densho Limited* (AR #:{x7K), Hokuyo Kanko Limited* (A BR & ALE:;
#5¢) and KAWASHIMA Co., Ltd.* (#k & #EKAWASHIMA) in consideration for ¥497,344,350 in
aggregate. The consideration was calculated based on the valuation of Nexia conducted by an
independent property valuer. The 2,550 shares became treasury stock* (H 24k =X) in the capital
of Nexia.

On 29 September 2014, Niraku Corporation acquired 150 shares in Nexia from Mr. Tatsuo
TANIGUCHI (& O#EHE) in consideration for ¥29,255,550. The consideration was calculated
based on the valuation of Nexia conducted by an independent valuer. On 30 September 2014,
Nexia cancelled the 2,550 treasury stock* (HC#kZ() in its capital, as a result of which Nexia
became an indirectly wholly-owned subsidiary of our Company.

Except for our Reorganisation, we have not conducted any acquisition, disposal and/or
merger that is considered material by us in terms of the amount of consideration paid/received
on the assets, revenue and profit contribution of the target throughout our operating history.
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Our Reorganisation was completed on 30 September 2014. Our Japan Legal Adviser has
confirmed that: (i) all steps of our Reorganisation have been properly and legally completed and
settled in compliance with the relevant laws and regulations in Japan; and (ii) any required
approvals from and registrations with the relevant Japan authorities have been duly obtained and
completed. The chart below shows the simplified shareholding and corporate structure of our
Group and the Excluded Group immediately upon completion of our Reorganisation:

Taniguchi Consortium Hidenori Hisaharu Tadamitsu ESOA
Morota Kashihara'” Yamashita
93.2%@ 0.1% 0.1% 0.1% 6.5%"
Company || NI ||
100% 100%
Niraku NUSA
Corporation
100%
Nexia Merrist
Notes:
(1) Mr. Hisaharu KASHIHARA (#J5/A3R) is a former member of our senior management who is not a connected person

of our Company. He is no longer a Shareholder of our Company. Our Board of Directors approved the transfer of
his entire shareholding interests in our Company to the ESOA on 1 October 2014.

2) Our Board of Directors approved the transfer of 17,000 Shares (representing approximately 0.3% of our total
number of issued Shares at that time) from Mr. Tatsuo TANIGUCHI (% I1#€ 1) to the ESOA on 1 October 2014.

3) Shareholding percentages are approximate and subject to rounding.

Companies excluded from our Reorganisation

NI and NUSA, the current and prospective principal business of which is clearly delineated
from our pachinko and pachislot hall operations, were excluded from our Group as a result of our
Reorganisation. See “Relationship with our Controlling Shareholders — Independence from our
Controlling Shareholders — No competition and clear delineation of business” for details of the
current and prospective business activities of NI and NUSA and the reasons for excluding these
companies from our Group.
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Further changes to our capital structure

On 16 March 2015, our Board has resolved that: (i) each issued Share of nil par value be
sub-divided into 230 Shares of nil par value with effect from 31 March 2015 so that our total
number of issued Shares will increase from 3,895,002 Shares to 895,850,460 Shares; and (ii) for
the purpose of such sub-division, the number of Shares authorised to be issued by our Company
be increased from 20,000,000 Shares to 2,000,000,000 Shares with effect from 31 March 2015.

No Pre-IPO investment

There was no pre-IPO investor to our Group before and after our Reorganisation within the
meanings of the Listing Rules.

CORPORATE STRUCTURE

The chart below shows the shareholding and corporate structure of our Group immediately
upon completion of the Global Offering:

Taniguchi Consortium
Chairman Tatsuo Masataka Yoshihiro Noriko
Taniguchi () Taniguchi (2) Tei # @) Kaneshiro
Mitsuhiro Motohiro Eijun Tei Rika Tei
Tei Tei
17.8% 16.9% 2.3% 2.3% 2.3% 2.3% 12.2% 7.3% 1.0%

Jukki Densho Echo Daiki Hokuyo Kanko KAWASHIMA
Limited* (4) Limited* () Limited* (6) Limited* (7) Limited (8) Co., Ltd" (9)
1.5% 1.0% 1.0% 1.0% 0.5% 0.1%

Hidenori Tadamitsu ESOA Participants of the

Morota Yamashita Global Offering

Public float (10)

0.1% 0.1% 5.2% 25.1%
Company
| 100%
Niraku
Corporation
100% 100%
Nexia Merrist
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Notes:

(1)

(10)

The shareholding percentage of Mr. Tatsuo TANIGUCHI (& d & &) shown above includes 13.5% held in his own
name and for his own benefit, and 3.4% held by the TT Family Trust, to which he is entitled to exercise the voting
rights attached.

The shareholding percentage of Mr. Masataka TANIGUCHI (& 1 & &) shown above includes 1.0% held in his own
name and for his own benefit, and 11.2% held by the MT Family Trust, to which he is entitled to exercise the voting
rights attached.

The shareholding percentage of Mr. Yoshihiro TEI (#8355A)* (also known as JEONG Jungwung) shown above
includes 2.8% held in his own name and for his own benefit, and 4.5% held by the YT Family Trust, to which he
is entitled to exercise the voting rights attached.

Jukki Limited* (B R4 +2) is collectively wholly-owned by the children of Mr. Tatsuo TANIGUCHI (& 1 #E ), who
is entitled to exercise the voting rights as its sole director.

Densho Limited* (G BR%+Lf54K) is collectively wholly-owned by the children of our Chairman, who is entitled to
exercise the voting rights as its sole director.

Echo Limited*(FE& %k 0 —) is collectively wholly-owned by the nephews of our Chairman. Mr. Mitsuhiro TEI
(HFAfufiE) is entitled to exercise the voting rights as its sole director.

Daiki Limited* (5 FR %L K &) is collectively wholly-owned by the children of Mr. Yoshihiro TEI (#2£54)" (also known
as Mr. JEONG Jungwung), who is entitled to exercise the voting rights as its sole director.

Hokuyo Kanko Limited” (ABR&ILBEEIE) is collectively wholly-owned by the children of Mr. Masataka
TANIGUCHI (& L #), who is entitled to exercise the voting rights as its sole director.

KAWASHIMA Co., Ltd.* (Bk X & #:KAWASHIMA) is held as to approximately 33.3%, 33.3% and 33.3%, respectively,
by our Chairman, Mr. Masataka TANIGUCHI (& H ) and Tatsuo TANIGUCHI (4 EIEEH#E), who is entitled to
exercise the voting rights as its sole director.

Mr. Tadamitsu YAMASHITA (1L T &%), Mr. Takashi ENDO (Z % %) (the current president* (% &) of the ESOA who
is entitled to exercise the voting rights attached to the Shares held by the ESOA) and each member of the ESOA
is not a core connected person of our Company under the Listing Rules. Hence, the Shares held by Mr. Tadamitsu
YAMASHITA (1L #5%) and the ESOA are counted towards the public float of our Company for the purpose of Rule
8.08(1)(a) of the Listing Rules.

Shareholding percentages are approximate and subject to rounding.
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OVERVIEW

We operate pachinko halls in Japan where customers can play pachinko and pachislot,
which are recreational arcade games characterised by an element of chance. We were the fourth
largest pachinko hall operator in Japan in 2013 (based on gross pay-ins'), according to EBI. The
pachinko industry is highly fragmented, with over 3,800 operators running 11,893 halls as at 31
December 2013. In 2013, our market share based on gross pay-ins was 1.3%, while our market
share based on the number of halls in Japan was 0.5%. Ever since we opened our first pachinko
hall in 1950, all our operations have been focused in Northeast Honshu (4N & & 1t), Japan,
covering ten prefectures that have a total population of approximately 47.4 million (representing
37.7% of the total population in Japan), as at 31 December 2013, according to EBI.

Pachinko is one of the most popular forms of entertainment for adults in Japan and has a
long history, dating back to the early twentieth century. Pachinko is similar in appearance to a
pinball machine and is played by firing pachinko balls in rapid succession into a playing field, with
the aim of firing them into designated pockets that release bonus pachinko balls. Playing costs
range from ¥0.5 to ¥4 per ball (before consumption tax). Pachislot is similar in appearance to
a traditional slot machine and is played by inserting pachislot tokens to spin its image reels, with
the aim of stopping the reels at a winning matching combination, which will release bonus
pachislot tokens. Playing costs range from ¥2 to ¥20 per token (before consumption tax).

Generally, players aim to collect the most number of balls and tokens, which can either be
saved for subsequent visits, or more notably, exchanged for prizes. At our halls, customers can
exchange two types of prizes, namely: (1) general prizes (including our private brand products),
which are generally the types of goods sold in convenience stores, including cigarettes, food and
snacks, household goods and drinks; and (2) G-prizes, which are decorative cards with a small
embedded piece of metal (such as gold) or coin-shaped pendants of metal (such as gold), that
can be subsequently sold by customers to independent G-prize buyers for cash. Our Japan Legal
Adviser has confirmed that our pachinko and pachislot hall operations do not constitute
“gambling” under, and do not violate, the Penal Code.

Our halls can be categorised into suburban halls and urban halls.

1. Suburban halls are our primary business focus, representing 91.5%, 91.9%, 92.3%
and 91.9% of our revenue from pachinko and pachislot business for the years ended
31 March 2012, 2013 and 2014 and the six months ended 30 September 2014. They
are typically located in suburban areas (such as the suburbs of Fukushima Prefecture
(t8 & 1)), require car access and provide parking spaces (including for the disabled).
Generally, customers are the self-employed (such as farmers and fishermen), factory
workers and retirees, and these halls are generally larger with around 400 to 700
machines. Gross pay-ins from peak operation hours (which are typically from 12:00
noon to 5:00 p.m.) on average accounted for approximately 45% of the daily gross
pay-ins of our suburban halls during the Track Record Period.

Represents the amount received from cutsomers for rented pachinko balls and pachislot tokens.
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2. Urban halls are typically located in urban areas (such as Tokyo (HE#F)) and within
walking distance of train stations. Generally, customers are full-time employees of
urban areas and these halls are generally smaller with around 200 to 300 machines.
Gross pay-ins from peak operation hours (which are typically from 5:00 p.m. to 10:00
p.m.) on average accounted for approximately 41% of the daily gross pay-ins of our
urban halls during the Track Record Period.

We first opened our door to pachinko players in 1950. Our corporate slogan is “Happy Time
Creation” and we place our primary focus on customer experience and goodwill. We have strived
to adapt to changing industry trends and customer preferences throughout our operating history
and have developed into an operator of 55 pachinko halls, consisting of 46 suburban halls and
9 urban halls, as at the Latest Practicable Date.

Fukushima Prefecture (f&&%) is our most important strategic location, in which our
headquarters are located and we have the most number of halls (namely, 20 halls as at the Latest
Practicable Date), machines and also revenue generation, accounting for over 40% of our total
revenue during the Track Record Period. We will continue to leverage our strengths and expand
our operations in Northeast Honshu (44N &% Jt) (especially Fukushima Prefecture (f& &%) and
its neighbouring and conjoining prefectures) in a cost-efficient and strategic manner. In particular,
we expect to open a new hall in Fukushima Prefecture (&%) by December 2015 with over
1,000 machines, which will become our largest hall and is expected to become one of the largest
halls in Fukushima Prefecture (& &1%).

The pachinko industry has a dominant presence in the gaming sector in Japan (which, as
defined by our independent industry consultant, EBI, consists of pachinko, bicycle-racing, auto-
racing, horse-racing and lottery), having comprised 78.0% or ¥18.8 trillion (in terms of gross
revenue) of the gaming sector in Japan in 2013. Even though the industry has been shrinking
since the early 2000’s, it still remains relatively favourable to large hall operators (such as
ourselves) due to the resulting consolidation. According to EBI, small hall operators (that operate
less than ten halls) have been dropping out of the industry and are expected to continue to do
so, while large hall operators (that operate at least ten halls) have greater financial and other
resources and are able to benefit from economies of scale, including operational cost efficiencies,
and have been benefiting by absorbing the freed up market share. The opportunities for us from
this consolidation are compounded by the high industry fragmentation and the fact that there are
very few hall operators that are of our size. As at 31 December 2013, there were over 3,800
operators, of which 95.8% were small hall operators with less than 10 halls and we were one of
the only eight hall operators with over 50 halls in Japan.
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STRENGTHS

We believe that we have a number of key strengths that differentiate our business from that
of our competitors, including the following:

Strong market position (especially in Fukushima Prefecture ({8 5!&)), largely due to
economies of scale and brand recognition gained from our strategic geographical focus
in Northeast Honshu (&1 &3 1t) and our centralised management strategy

We were the fourth largest pachinko hall operator in Japan (based on gross pay-ins) in 2013
and the largest pachinko hall operator in Fukushima Prefecture (f&&!%) (based on the total
number of halls) as at 31 December 2013, according to EBI. The pachinko industry is highly
fragmented and there are very few pachinko hall operators that are of our size. As at 31
December 2013, there were over 3,800 operators, of which 95.8% were small hall operators with
less than 10 halls and we were one of the only eight hall operators with over 50 halls. As at the
Latest Practicable Date, we operated 55 pachinko halls, all of which are strategically located in
Northeast Honshu (441 & 5 Jk). Since we opened our first hall in 1950, our strategy has always
been to focus hall openings exclusively in Northeast Honshu (&M & # 1t), specifically Fukushima
Prefecture (&5 %), Tokyo (3R IL#R) and their neighbouring and conjoining prefectures.

Through our centralised management strategy, we centralise and standardise processes
throughout our hall operations, including overall management, new hall development, machine
procurement, prize procurement, IT systems, marketing, recruitment and training of full-time
employees, internal audit and daily operations. Our centralised management strategy, together
with our strategic geographical focus, has allowed us to benefit from economies of scale via
significant operational efficiencies and cost savings, especially as our fixed overhead is shared
among our 55 operating halls, resulting in a substantially lower fixed overhead per hall compared
to our smaller competitors. Ultimately, these have greatly contributed to our strong market
position.

For example, we are able to source general prizes in large volumes and variety at relatively
lower costs. As a market leader, we are also able to gain priority from machine suppliers over
smaller hall operators for purchases of new machines. This allows us to remain highly competitive
by consistently being able to be among the first to acquire the newest machine models, which
is essential to maintaining high player traffic as new machine models typically generate the most
player interest. Further, our geographical focus has allowed our 55 halls to be managed
efficiently, as we are readily able to: (1) conduct regular physical internal meetings among
managers based in different business locations; (2) rotate our area managers and hall managers
to other areas and halls in order to boost their management skills; and (3) transfer our machines
between our halls and warehouses in a cost and time efficient manner and in response to
changing consumer preferences.

In addition, our centralised management strategy and tactical geographic focus have helped
us establish strong brand recognition, thus, further improving our player traffic and customer
loyalty. For example, we are able to ensure the consistency of the key features of all of our halls
(thus, reinforcing our brand image), while our operational efficiencies and cost savings allow us

197




BUSINESS

to operate relatively large halls, which are generally more attractive to players. Also, we believe
we are able to consistently provide a professional level of hospitality and better gaming
experience for customers, as we centralise training for our full-time employees through the use
of our training facilities located near our headquarters in Fukushima Prefecture (f&%&%) and
structured training and rotation programs.

Also, as mentioned above, despite the pachinko industry having been shrinking since the
early 2000’s, the industry remains economically favourable to large hall operators (such as
ourselves). Small hall operators have been dropping out of the industry and are expected to
continue to do so. Large hall operators (such as ourselves) have greater financial and other
resources and are able to benefit from economies of scale, including operational cost efficiencies,
and have been benefiting by absorbing the freed up market share. The opportunities for us from
this consolidation are compounded by the high industry fragmentation and the fact that there are
very few hall operators whose operations are as big as ours. We believe we will particularly
benefit from this trend in Fukushima Prefecture (f& /&%) and its neighbouring prefectures, where
our leading position has also served as an increasingly effective barrier of entry.

Efficient management structure supported by sophisticated information technology
systems that enable us to anticipate and respond quickly to changes and trends in
customer preferences

We have implemented a multi-layered hierarchical management structure for our hall
operations, consisting of our 55 hall managers (each responsible for overseeing the daily
operations of one particular hall), our 13 area managers (each responsible for overseeing the daily
operations of three to six halls), our division manager (based in our headquarters and generally
oversees the operations of all our halls) and our Directors. Generally, each manager reports
directly to the relevant manager in the next higher rank.

Since customer preferences and trends vary among different areas, our area and hall
managers’ on-site presence in each area and hall allows us to collect localised market
information, such as approximate payout ratios achieved by competing operators, and player
acceptance towards new machines, enabling us to make timely business decisions which are
responsive to changing conditions in each geographical market. We also utilise sophisticated
information technology systems to provide us with real-time data regarding useful business
metrics such as machine utilisation for each type of machine as well as the business performance
of each machine in our halls. They have allowed us to closely monitor our hall performances and
also to perform timely analyses on our operational efficiency. For example, by utilising our
information technology systems, we are able to assess the popularity of each machine and to
adjust our procurement strategy accordingly. We also monitor the daily business performance of
machines and use this information to determine the pin angle maintenance and adjustment
required for our pachinko machines and also the ideal adjustments of payout settings for our
pachislot machines, in order to ensure full compliance with the required ranges on payout ratios
under law. See “— Pachinko and Pachislot Hall Operations — Pachinko halls — Machine
maintenance and the business performance of our halls” in this section below for details.
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Effective internal controls and procedures to ensure our compliance with applicable
laws and regulations and to detect and prevent fraud, cheating and money laundering
activities

We have implemented internal controls and procedures to ensure that our pachinko and
pachislot hall operations are conducted professionally and in full compliance with applicable laws
and regulations, especially the Amusement Business Law and its ancillary prefectural local
regulations. Our internal control measures enable us to detect irregularities and unusual activities
or trends in the transactions that take place in our pachinko halls which, if detected, are reported
to our Directors and senior management for investigation, remediation and, if necessary,
reporting to the relevant authorities in Japan.

We believe that money laundering risks associated with our pachinko and pachislot hall
operations are inherently low, due to the stringent laws and regulations and machine limitations
pertaining to the number of pachinko balls or pachislot tokens that can be played as well as won
at our pachinko and pachislot machines. Even though there are currently no specific obligations
imposed on pachinko hall operators under the AML laws of Japan, we have voluntarily
established various policies and procedures designed to identify and mitigate money laundering
in our pachinko and pachislot hall operations. Such policies and procedures have been designed,
implemented and operating with reference to the guidance letter titled “International Standards
on Combating Money Laundering and the Financing of Terrorism and Proliferation” issued by the
Financial Action Task Force in 2012, and also the Amusement Business Law. See “Internal
Controls and Anti-Money Laundering” and “Appendix IV — Summary of the Review of Anti-Money
Laundering Procedures, Systems and Controls” for details.

In particular, the Japanese government has been continuously regulating the pachinko
industry for compliance with the Amusement Business law or its ancillary prefectural local
regulations, through direct enforcement. Every year, the Japanese government (through the
National Police Agency) announces a list of administrative dispositions imposed on pachinko
halls (including suspensions or even revocations of operating licences) due to discovered
breaches of the Amusement Business Law or its ancillary prefectural local regulations. For
example, in 2010, 2011 and 2012, there were a total of 705, 696 and 817 administrative
dispositions imposed on pachinko halls, of which five, four and six were for suspensions of
operating licences, and seven, five and seven were for revocations of operating licences,
respectively. Most of the administrative dispositions (especially the suspensions and revocations
of operating licences) were imposed against halls owned by small hall operators who generally
have fewer resources to establish effective internal controls and procedures. This creates
opportunities for larger hall operators (such as ourselves) that have implemented proper internal
controls, as: (1) our smaller competitors are being pushed out, thus, freeing up additional market
share for us and our expansion; and (2) an overall improved compliance by hall operators with
applicable laws and regulations will ultimately improve the overall reputation of the pachinko
industry as a whole, thus, potentially attracting new customers.

We believe our internal controls and procedures are effective, as: (1) our Japan Legal
Adviser has confirmed that we have been in compliance in all material respects with all applicable
Japan laws, rules and regulations during the Track Record Period and up to the Latest
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Practicable Date. See “— Legal Proceedings and Compliance” for details on our compliance with
applicable laws and regulations, as confirmed by our Japan Legal Adviser; and (2) our AML
Consultant has confirmed that nothing has come to their attention that causes them to believe
that the AML controls put in place by us were not designed, implemented and operating in all
material respects to achieve the internal control objectives for the period as stated in their report
as set out in “Appendix IV — Summary of the Review of Anti-Money Laundering Procedures,
Systems and Controls”.

Experienced and well-qualified management team with a strong track record in
operating pachinko halls

Our Executive Director and senior management team (including our Executive Officers) have
extensive experience in operating pachinko halls in Japan. Mr. Taniguchi, our Chairman, Chief
Executive Officer and Executive Director, is a son of our Founder, Mr. Tetsuyoshi TANIGUCHI
(B 10##)" (also known as Mr. JEONG Bokyung (¥k#&#5)) and has been with our Group for over
27 years, having previously headed a number of departments across our operations, such as
human resources, hall development and sales. Mr. Taniguchi is also a director of the
Pachinko-Trusty Board* (—ftLHVEAN/SF > TJe s T X 5 1 74— R) and also the vice president,
and the head of the Tohoku branch, of Nihon Yugi-kanren Jigyo Kyokai (Japan Amusement
Business Association)* (—fgfkEIEAN HAREHBEHE S ¥R 2). Mr. Taniguchi has acquired
extensive knowledge in a wide array of aspects in pachinko and pachislot hall operations.

Our business execution and day-to-day management are undertaken by our four
experienced Executive Officers (which includes Mr. Taniguchi), who collectively possess expertise
across the sales, corporate affairs, legal matters, financial control and general management
functions in pachinko and pachislot hall operations. Our Executive Officers have an average of
over 15 years of experience in pachinko and pachislot hall operations and have considerable
experience and knowledge in their respective areas of responsibilities.

We have also appointed four Independent Non-executive Directors with extensive
knowledge in finance and accounting, compliance and corporate governance. They will be
invaluable to our future development as a listed company on the Stock Exchange.

See “Directors and Senior Management” for more details.

STRATEGIES

We are one of the leaders in the pachinko industry and we aim to continue to strengthen our
market position and further grow our business by pursuing the following strategies:

Continue to leverage our strengths and expand our suburban halls network in Northeast
Honshu (#&J &3 1t) and to extend our leading market position

Our suburban halls have always been our primary business focus and we currently expect
them to continue to be so, primarily because we have a proven track record, as shown by our
leading market position, in successfully operating and expanding our suburban hall operations in
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Northeast Honshu (&N &5 1t) (especially Fukushima Prefecture (f& &%) and its neighbouring
prefectures) in a cost-efficient and strategic manner in line with our centralised management
strategy. For the years ended 31 March 2012, 2013 and 2014 and the six months ended 30
September 2014, our suburban halls generated revenue of ¥27,113 million, ¥29,342 million,
¥30,452 million and ¥13,968 million from pachinko and pachislot business, representing 91.5%,
91.9%, 92.3% and 91.9% of our revenue from pachinko and pachislot business, respectively.
Also, according to EBI: (1) land costs (whether for acquisitions or leases) in suburban areas are
lower than urban areas (which has allowed us to open relatively large halls which are usually more
attractive to customers); (2) there are significantly more entertainment options in urban areas,
such as cinemas, horse-racing and nightlife entertainment, which increases competition for
urban pachinko halls; (3) the customer base in suburban areas is generally more stable as
customers are typically self-employed (such as farmers and fishermen), factory workers and
retirees, whose free time is more evenly dispersed throughout the day, while customers in urban
areas are typically full-time employees, who have more choices in hall selection as halls in urban
areas and usually in close proximity to each other; and (4) companies in Japan are increasingly
looking to build industrial parks in less populated areas of Japan (such as suburban areas), mainly
because there is sufficient land to construct larger buildings with ample parking space, which is
ultimately expected to increase the working population (one of our target demographics for
suburban halls) in these suburban areas. Therefore, we intend to exploit our competitive
strengths to continue to improve the performance of, and to expand, our suburban hall network
in Northeast Honshu (A< 5 % 1t) and ultimately to add to our leading market position.

In particular, we plan to open a total of seven suburban halls over the next three years. We
believe that many opportunities for pachinko hall expansion continue to exist in Northeast
Honshu (AN 5 1k), particularly in suburban areas. We believe this is so, despite the shrinking
pachinko industry, because the resulting consolidation has pushed out smaller pachinko hall
operators (thus, freeing up market share for us) due to competition from larger hall operators,
such as ourselves, that have greater financial and other resources and are able to benefit from
economies of scale, including operational cost efficiencies. This has especially been the case in
Fukushima Prefecture (& &%) and its neighbouring prefectures, where our leadership position
has also served as an increasingly effective barrier of entry. Our operational efficiencies and cost
savings also allow us to successfully operate relatively large halls, which are generally more
attractive to players and has helped capture the market share of smaller hall operators. See “—
New Hall Development” in this section below for details.

These seven new suburban halls will share the same key features as our existing
profit-making suburban halls, but will be even larger, typically featuring around 560 to 800
machines per hall. In particular, we expect to open a new hall in Fukushima Prefecture (& &%)
by December 2015 with over 1,000 machines, which will become our largest hall and is expected
to become one of the largest halls in Fukushima Prefecture (f& &1%). These new halls will be larger
than the industry average and our Directors believe such large-scale halls will significantly help
attract new player traffic, especially from our competitors’ halls, due to such halls being spacious
with an opulent atmosphere and increased choice of machines. Such halls will also allow us to
reduce our overhead per machine. We will be able to utilise our economies of scale to operate
such large halls in a cost-efficient manner.

201




BUSINESS

Breakeven period and investment payback period are useful indicators of the performance
of a new hall. Breakeven period refers to the time required for the hall’'s monthly revenue (from
pachinko and pachislot hall operations) to equal its monthly direct expense, while investment
payback period refers to the time required for the hall’'s accumulated net profit to cover its
opening costs and operating expenses incurred so far. Based on our past experience with
opening new halls, the breakeven period is typically around four to ten months and investment
payback period is around seven years. We expect the breakeven period and investment payback
period for these seven new suburban halls to be similar. We plan to open these seven new
suburban halls ourselves (as opposed to acquiring our competitors’ halls), and we will lease the
properties for these seven new suburban halls on terms similar to our existing leases, which last
for around 10 to 20 years (being longer than the expected investment payback period of seven
years).

Improve the performance of our urban halls

As at the Latest Practicable Date, we operated nine urban halls. During the three years
ended 31 March 2014, our revenue from pachinko and pachislot business per urban hall
decreased at a CAGR of 5.2% while our revenue from pachinko and pachislot business per
suburban hall increased at a CAGR of 3.5%. Also, during the year ended 31 March 2014, our
revenue per machine for our suburban halls was 20.9% higher than that of our urban halls. The
decrease of our revenue per urban hall was mainly due to the following reasons: (1) property
space is limited and land acquisition and rental costs are much higher in urban areas, which have
restricted us to opening relatively small urban halls (with only around 200 to 300 machines per
hall, compared with our much larger suburban halls that currently have around 400 to 700
machines per hall) and are generally less welcoming to pachinko and pachislot players due to less
choices of machines; (2) the entertainment industry in urban areas (especially Tokyo (B E#D)) is
much more competitive, with a higher concentration of not only our competitors’ halls but also
alternative forms of entertainment (such as cinemas, horse-racing and nightlife entertainment);
and (3) the customer base is relatively unstable as customers are typically full-time employees,
thus, their free time to play at our halls is generally limited to after office hours and may retreat
to suburban areas during weekends and holidays.

Going forward, we intend to improve the performance of our urban hall network. First, we
intend to close down two of our urban halls in Tokyo (3 5 #8) by the end of 2015. These two halls
have been loss-making, primarily due to low player traffic caused by their below-average hall size
and the intense competition in the urban areas of Tokyo (B i #). To close these two halls, we
expect to incur costs of ¥327 million (subject to negotiation), consisting of: (1) rent for the
remaining term of the lease (being ¥289 million); and (2) restoration fees (being ¥38 million).
Nevertheless, we expect the Group’s financial performance to improve in the long run as these
two halls show insufficient potential in generating positive financial results in the future. We will
consider using the existing staff and machines for these halls (that are expected to be closed
down) for either our existing halls or our new suburban halls to be opened in the next three years.

Second, for our remaining urban halls (which all have a positive cash flow), we believe there
is strategic and financial value in continuing their operations, and we intend to improve their
financial results through more effective marketing strategies, fine-tuning of the machine mixes
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and also minor hall renovations, in order to ultimately revitalise player interest and provide better
playing experiences. We also intend to reduce these halls’ operational costs by purchasing
second-hand machines, which are significantly cheaper than new machines. Ultimately, our
Directors expect to see improved results after the abovementioned steps are taken to enhance
the performance of our urban halls.

Launch an online general prize redemption system

We are currently considering launching an online system (through a potential joint venture),
where customers can exchange balls or tokens obtained at our halls for general prizes. We
believe that this online general prize redemption system will significantly help us in attracting
more pachinko customers and also the pachinko industry as a whole. Primarily, we expect it to
greatly improve the redemption rate of general prizes, which has historically been very low (as
compared to G-prizes). For the years ended 31 March 2012, 2013 and 2014 and the six months
ended 30 September 2014, the amount of redeemed general prizes was 1.0%, 0.9%, 0.9% and
1.3% of the total amount of redeemed prizes, respectively. We believe this low redemption rate
of general prizes is due to the fact that G-prizes are much more flexible, as they can be sold by
customers to independent G-prize buyers for cash. General prizes, on the other hand, are very
limited in variety as their offerings are restricted by the actual physical space of our halls. For
example, our halls currently only offer around 280 to 1,400 types (depending on the size of the
hall) of daily convenience store goods.

Through an online system, our range of general prizes will no longer be limited to the
physical space of our halls. This means we will be able to offer a significantly wider range in terms
of both quantity and variety of goods (and significantly, not just the traditionally offered daily
convenience store goods). The online system may also offer a delivery service for exchanged
general prizes, providing high level of convenience for our customers. The selling price of such
prizes will be within the maximum value stipulated under the Enforcement Ordinance (being
¥9,600 before consumption tax). Our Japan Legal Adviser has confirmed that this online general
prize redemption system (as conceptualised so far) and our involvement with it are in compliance
with applicable Japan laws and regulations.

Achieve greater cost savings through our centralised management strategy

With our centralised operational and management structure, we will continue to strive for
greater operational efficiencies and cost savings by standardising our pachinko halls in terms of
branding, construction and procurement. Together with our strategy to expand within Northeast
Honshu (A& H L), we expect to benefit further from economies of scale in respect of cost
savings through bulk purchases and efficient allocation of human resources. We believe that this
strategy would help enhance our strong market position and eventually lead us to an even more
dominant position in Northeast Honshu (A &5 t).
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Continue to invest in our information technology system

We plan on consolidating certain software systems into an advanced integrated software
system, with improved data-analysis functions and increased efficiency in information sharing
and communication among our various departments. For example, an advanced integrated
system will more efficiently circulate operational data collected in each hall to our purchasing
department for making procurement decisions, and also simultaneously to our sales strategy
department for analysis and budgeting. Further, we intend to upgrade our current Hall
Management System in order to enhance our internal control by adding a new function that
detects instances when a machine suddenly pays out an exceptionally high amount for our
immediate attention. We will also consider adding a face-recognition function to our hall
surveillance systems to detect previously caught or suspected cheaters.

PACHINKO AND PACHISLOT HALL OPERATIONS

Our primary business has always been our pachinko and pachislot hall operations?. As at
the Latest Practicable Date, we operated 55 pachinko halls in ten prefectures of Japan, all within
Northeast Honshu (&M &% 1t), especially Fukushima Prefecture (f& /&%), Tokyo (B &L#E) and
their neighbouring and conjoining prefectures. We have achieved growth in the number of our
pachinko halls during the Track Record Period and up to the Latest Practicable Date. The table
below shows the number of our operating halls as at the indicated dates:

As at the
As at Latest
As at 31 March 30 September Practicable
2012 2013 2014 2014 Date
Suburban ........... . ... .. 42 43 44 44 46
Urban .................... 8 9 9 9 9
Total .. ................... 50 52 53 53 55

Our revenue from our pachinko and pachislot business constituted almost all of our total revenue, namely 97.6%,
97.5%, 97.5% and 97.6% of our total revenue during the years ended 31 March 2012, 2013 and 2014 and the six
months ended 30 September 2014. Other than our core business of pachinko 