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SAN KYO CO., LTD. 1st Sec. of the TSE #6417

Current Price: Y3,755 (August 27, 2012)
Shares Outstanding: 97.5 million

Masahiko Komuro Market Cap: Y366,479 million

Office Manager Of IR Office’ Corporate Plan n i ng DiViSion The Company's plans, strategies and forecasts, except historical facts, contained in this document

may be subject to change due to factors of risk and uncertainty. Therefore, the Company does not
guarantee their attainability explicitly or implicitly.

The Company assumes that the ‘factors of potential risk and uncertainty’ may include the economic

Septem ber 4 & 7’ 2012 at Grand Hyatt Tokyo climate, especially concerning the pachinko and pachislot markets which constitute the Company’s

main business field, competition in the market and competitiveness of the Company’s products, and
also include other unpredictable factors.
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- Company Overview
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SANKYO CO., LTD.
1st Sec. of the TSE #6417

Development, Manufacture, and Sales
of Pachinko and Pachislot Machines

3 Brands Structure
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- Stock Information

Price 3 y 755 (August 27, 2012)

Market Cap 366,479M
Trailing P/E (ttm) 17.40
Forward P/E (1 yr) 10.03
Price/Book (mrq) 0.91
Forward Annual Dividend Rate 150.00
Forward Annual Dividend Yield 4.00%
Currency in JPY Payout Ratio 40.05%
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Focused on Game Machine-related Businesses

Sales Composition

. Pachinko Machines

Pachislot Machines

Ball Bearing Supply Systems and Others




- Positioning of the 3 Brands

Creative 4 )

! < JOY BRAIN

-

Broad appeal

Content-oriented Specification-oriented



Prosper with the Pachinko Industry

CR Fever
Wide Powerful

Open Tulip

CR Fever Koda Kumi Il
Love Romance

©avex management inc. (©avex entertainment inc.
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Debut of Neon Genesis Evangelion in 2004

7 pachinko titles: 1,303,000 units

6 pachislot titles: 422,000 units




Industry Trend
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30% of the Leisure Market

Leisure Market 67.9 trill. yen

Pachinko player population:
16.7 million

One in every 6.4 of Japan’s
population aged 18 or oider piays
pachinko or pachislot

B Pachinko Rental Ball Fee

Source: Japan Productivity Center for Socio-Economic Development



Structure of Pachinko Industry

Pachinko Rental Ball Fee Gross Profit of Parlor
19.3 trill. yen 3.0 tril. yen
7
II
II
II
Prize /' Other Expenses
(85%) /I Operating Income
! (2/3)

Cost of Size of Game
Machine Purchase Machine Market
Gross Profit (1/3) 1.2 +rill. ven

(15%)




Size of Pachinko Machine Market
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Share of Pachinko Machine Market (unit basis)
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Size of Pachislot Machine Market

CY2012

Slight decrease following strong
growth

. Market Size (bn. yen)

. No. of Sales for Pachislot Machines
(thou. units)

CY2008 2009 2010 2011 2012E

_ Source: Yano Research Institute 14



Share of Pachislot Machine Market (unit basis)
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Current Situations
and Initiatives

©avex management inc. ©avex entertainment inc.



5-year Financial Highlights

Consolidated: mill. yen FY 3/2008 FY 3/2009 FY 3/2010 FY 3/2011 FY 3/2012

Net Sales 280,511 187,877 222,673 201,606 173,682
Pachinko Machines 217,955 133,195 180,471 149,876 123,353
Pachislot Machines 40,511 33,598 23,698 30,316 24,282
Ball Bearing Suppry Systems 20,652 19,566 17,118 19,652 24,442
Other Business 1,391 1,516 1,385 1,761 1,603
Operating Income 72,294 40,626 55,776 51,923 40,315
persentage 25.8% 21.6% 25.0% 25.8% 23.2%
Recurring Income 75,770 44,900 59,366 55,909 44,396
Net Income 45,672 27,883 36,198 34,733 20,182
Net Income per Share (basic) Y468.78 Y288.92 Y376.00 Y364.09 Y215.85
Unit Sales of Pachinko Machines 725,819 451,941 572,464 424,533 360,805
Market share 22.9% 13.6% 17.2% 14.6% 13.9%
Unit Sales of Pachislot Machines 169,239 133,714 104,266 116,424 96,158
Market share 9.7% 14.6% 13.6% 11.9% 7.6%
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Stable Operating Income Ratio

24.3% on Average for the Past 5 years

Net sales 100.0%

Cost of sales 52.7%

Advertisement expenses 4%%

Sales commission 6.4%

R&D expenses 6.8% SG&A expenses 23.0%

Salaries and wages 1.9?{

Other 3.6%

- Operating income 24.3%




- SANKYO'’s Ideal Profile

Forging ahead in the Market

No.1
Market Capitalization

No.1
Market Share

Popularity among Players



- FY 3/2013 Forecast (Highlights)

FY 3/2012 FY 3/2013 YoY

Net Sales 173,682 210,000 +36,318 +20.9%

Pachinko Machines 123,353 142,700

Pachislot Machines 24,282 49,300

Ball Bearing Suppry Systems 24,442 17,400

Other Business 1,603 600
Operating Income 40,315 50,000 +9,685 +24.0%
Recurring Income 44,396 53,000 +8,604 +19.4%
Net Income 20,182 35,000 +14,818 +73.4%
EPS Y¥Y215.85 Y374.44
Unit Sales (Pachinko) 360,805 432.000 +71,195 +19.7%
Unit Sales (Pachislot) 96,158 188,000 +91,842 +95.5%



- Key Issues for FY 3/2013

Successful introduction of the flagship pachinko model

Enhanced presence in the pachislot market

Early establishment of the 3-brand structure

-

No. 1 popularity among players

21



The Price of Second-hand Pachislot Macross Frontier

Machines Remained High

JPY
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- Dividend Policy

Dividends per Share
3/1992

3/1993 - 3/1995
3/1996 - 3/1997
3/1998

3/1999 - 3/2004
3/2005

3/2006 - 3/2007
3/2008 -

_ *Note: Commemorative dividends

JPY
25
30
40
50*
40
70

100

150

FY 3/2013 Forecast Y150.00
(Payout ratio 40.05%)

No dividend cut since the listing

Commitment to 25% payout ratio

23
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Business Results for the 1t Quarter of FY3/2013

FY 3/2013 Forecast FY 3/2011 FY 3/2012
&4 -JHA  Consolidated: million yen Q1 YoY 6 Months  Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gl = Net Sales 22,864 -8,777 73,000 210,000 51,124 67,378 32,806 50,298 31,641 39,894 30,666 71,481
INFUO Pachinko 10,895 -7,240 48,100 142,700 46,069 58,986 19,876 24,945 18,135 31,792 17,391 56,035
JNFZRO Pachislot 5,705 -2,683 16,600 49,300 1,990 2,213 5,469 20,644 8,388 2,486 1,705 11,703
e rkse Ball Bearing Supply 6,073 +1,362 8,000 17,400 2,619 5,762 7,011 4,260 4,711 5,224 11,201 3,306
ZOihEL Other Business 190 -216 300 600 444 417 452 448 406 392 369 436
= FE(E Cost of Sales 11,954 -4,743 34,000 105,000 24,446 31,859 17,549 27,552 16,697 22,237 16,611 33,610
= R Gross Profit 10,910 -4,034 39,000 105,000 26,678 35,519 15,257 22,745 14,944 17,656 14,055 37,871
& SG & A Expenses 9,693 +748 26,000 55,000 13,221 15,284 9,223 10,548 8,945 11,814 8,621 14,830
BhE R 26 Operating Income 1,217 -4,781 13,000 50,000 13,456 20,235 6,034 12,198 5,998 5,843 5,433 23,041
INFUO Pachinko 421 -4,215 11,600 39,200 14,466 20,247 6,000 7,109 4,636 7,001 6,682 19,376
JINFZRO Pachislot 1,664 -439 3,500 14,400 (29) 93 1,150 5,739 2,103 (5652) (532) 4,440
W4 0e Ball Bearing Supply 311 +150 200 500 (35) 811 319 181 161 219 787 76
S OLESE Other Business (83) -185 100 200 116 162 190 184 102 167 171 194
HENXIE£L%t  Elimination/Corporate (1,096) -91 (2,400) (4,300) (4,061) (1,079) (1,626) (1,015) (4,005) (993) (4,673) (1,046)
BEF Recurring Income 1,805 -5,489 14,000 53,000 14,535 21,682 6,954 12,738 7,294 6,634 6,213 24,255
1 B ) 26 Extraordinary Gains 0 -6 0 0 48 (19) 12 16 6 2 0 351
LTS Extraordinary Losses 25 -1,586 0 0 50 6 39 764 1,611 757 24 5,637
L HA G I 28 Net Income 947 -2,302 10,000 35,000 9,152 13,395 4,482 7,704 3,249 3,505 3,507 9,921
EPS: [ EPS: yen 374.44
BRE=L%:4  Machines sales: units
JINFO Pachinko 30,550 -19,312 153,000 432,000 128,376 166,512 54,175 75,470 49,862 93,242 55,422 162,279
SANKYO+JB SANKYO+JB 13,060 -33,418 93,000 272,000 8,336 73,152 44,756 63,008 46,478 24,188 44,841 61,065
Bisty Bisty 17,490 +14,106 60,000 160,000 120,040 93,360 9,419 12,462 3,384 69,054 10,581 101,214
JINFR0O Pachislot 18,346 -17,498 59,500 188,000 7,481 9,104 17,817 82,022 35,844 7,824 6,172 46,318
SANKYO+JB SANKYO+JB 14,958 +13,591 39,500 68,000 2,977 65 17,350 25,918 1,367 7,814 5,722 0
Bisty Bisty 3,388 -31,089 20,000 120,000 4,504 9,039 467 56,104 34,477 10 450 46,318



Pachinko Machines Business

FY 3/2013 Forecast FY 3/2011 FY 3/2012
- mEAHE Consolidated: million yen Q1 YoY 6 Months Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
E=FE Net Sales 10,895 -7,240 48,100 142,700 46,069 58,986 19,876 24,945 18,135 31,792 17,391 56,035
e $3IE Operating Income 421 -4,215 11,600 39,200 14,466 20,247 6,000 7,109 4,636 7,001 6,682 19,376
B 2R Percentage 3.9% -21.7pt 24.1% 27.5% 31.4% 34.3% 30.2% 28.5% 25.6% 22.0% 38.4% 34.6%
BR5=&%:4  Machines sales: units
JNFra4et  Pachinko 30,550 -19,312 153,000 432,000 128,376 166,512 54,175 75,470 49,862 93,242 55,422 162,279
SANKYO+JB ~ SANKYO+JB 13,060 -33,418 93,000 272,000 8,336 73,152 44,756 63,008 46,478 24,188 44,841 61,065
Bit= Frame 15.3% -34.2pt 17.0% 42.4% 1.2% 26.2% 58.2% 44.0% 49.5% 9.5% 19.5% 16.5%
B Gauge 27.5% -16.2pt 43.8% 20.6% 5.3% 17.8% 24.4% 31.4% 43.7% 16.5% 61.4% 21.1%
Bisty Bisty 17,490 +14,106 60,000 160,000 120,040 93,360 9,419 12,462 3,384 69,054 10,581 101,214
o= Frame 19.4% +12.6pt 19.6% 22.5% 93.5% 54.4% 0.5% 10.6% 6.8% 71.2% 1.2% 20.2%
B Gauge 37.9% +37.9pt 19.6% 14.6% 0.0% 1.6% 16.8% 5.9% 0.0% 2.9% 17.9% 42.2%
Series name No. of models Sales: units REFE—XE
FY 3/2012 T—NN—FEEBEVY T, SOE RS TaRET &TR7 "Rokurenhadouhou" & "Tamashii 7" (Mar-12) 2 - No. of Pachinko Models to be released
FY 3/2013 EVASARI 297 51)I27 YRW Evangelion 7 YRW (May-12) 1 16,000 1H 2H
Q1 YALILRT LA H— Virus Breaker (Jun-12) 1 - SANKYO+JB 3 4
T4—N—FEE T ol Fever Haouden ZERO & "Tamashii 7 4" (Jun-12) 2 - Bisty
Q2 B;EIBASARA3 B4 EDEL Sengoku BASARA 3 "The Battle of Sekigahara" (Jul-12) 1
TJ4—N—BIEQTFHIIT)A I Fever Aquarion Il Jul-12) 1
T4—/N—EARKIT Y&IET &S Fever Koda Kumi Ill Y, "Tamashii 7" & S (Sep-12) 3
Total 30,550

Note: BF SANKYO#FE,
BHF ERTHERRRFET 71—ILX)

Note: Models in black are SANKYO/JB models and

models in blue are Bisty models (distributed by Fields).



Pachislot Machines Business

FY 3/2013 Forecast FY 3/2011 FY 3/2012
EsE-mHHH Consolidated: million yen Q1 YoY 6 Months Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
== Net Sales 5,705 -2,683 16,600 49,300 1,990 2,213 5,469 20,644 8,388 2,486 1,705 11,703
B Operating Income 1,664 -439 3,500 14,400 (29) 93 1,150 5,739 2,103 (552) (532) 4,440
B 2R Percentage 29.2% +4.1pt 21.1% 29.2% (1.5%) 4.2% 21.0% 27.8% 25.1% (22.2%) (31.2%) 37.9%
BRs=4% .4  Machines sales: units
IRFzxO04&Et Pachislot 18,346 -17,498 59,500 188,000 7,481 9,104 17,817 82,022 35,844 7,824 6,172 46,318
SANKYO+JB  SANKYO+JB 14,958 +13,591 39,500 68,000 2,977 65 17,350 25,918 1,367 7,814 5,722 0]
Bisty Bisty 3,388 -31,089 20,000 120,000 4,504 9,039 467 56,104 34,477 10 450 46,318
Series name Sales: units REFE)—I
FY 3/2013 THORIAVTFAT Macross Frontier (Apr-12) 15,000 No. of Pachislot Models to be released
Q1 GTO Limit Break GTO Limit Break (Jun-12) - 1H 2H
Q2 INS Dt Patrush (Jul-12) SANKYO+JB
®wE Yaoh (Aug-12) Bisty 2 2
BTz = Haouden ZERO (Sep-12)
Total 18,346

Note: BF SANKYO#F&E.
BFF ERT HEEIRTET 71—ILX)

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



Gross Margin/Operating Margin

FY 3/2013 Forecast FY 3/2011 FY 3/2012
s Consolidated Q1 YoY 6 Months Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
= i F|ks  Gross Margin 47.7% +0.5pt 53.4% 50.0% 52.2% 52.7% 46.5% 45.2% 47.2% 44.3% 45.8% 53.0%
B 2R Operating Margin 5.3% -13.6pt 17.8% 23.8% 26.3% 30.0% 18.4% 24.3% 19.0% 14.6% 17.7% 32.2%
REERUV—BEHE SG & A Expenses
FY 3/2013 Forecast FY 3/2011 FY 3/2012
sEst-/HM  Consolidated: million yen Q1 YoY 6 Months Full Year Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
BRES St Sales Commission 1,056 +507 3,912 10,985 6,728 5,327 884 1,641 549 4,149 633 5,755
LEEEE Advertising Expenses 817 +124 2,035 5,653 586 2,722 1,929 1,223 693 363 1,400 1,136
R R&D Expenses 4,965 +28 13,854 27,201 2,916 4,152 3,554 4,783 4,937 4,792 4,239 5,534
WwEEY Salaries & Wages 703 -120 1,509 3,644 742 778 1,448 954 823 780 1,348 855
ZOih Others 2,152 +209 4,690 7,517 2,249 2,305 1,408 1,947 1,943 1,730 1,001 1,550
&4 -JHAHA Consolidated: million yen
LR AT Capital Expenditure 1,077 +737 3,599 6,410 707 559 605 398 340 501 608 3,692
BeRili=EAIE= Depreciation & Amortizat 783 +122 2,028 5,516 1,007 1,111 1,243 1,349 661 739 862 1,044
B Consolidated
e A-F No. of Employees 1,097 -34 1,117 1,121 1,136 1,129 1,123 1,113 1,131 1,121 1,102 1,087
PN No. of R&D Staff 301 -5 311 308 290 288 288 288 306 309 306 303
RfEERE L3R (B 5t) Indirect Sales Ratio
SANKYO+JB Pachinko 38.2% +0.0pt 38.8% 38.8% 36.9% 37.8% 37.9% 37.9% 38.2% 38.2% 39.1% 38.8%
SANKYO+JB Pachislot 44.9% +3.5pt 46.6% 46.6% 48.8% 49.2% 48.7% 49.0% 41.4% 47.8% 47.3% 47.3%
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Game Machine Market
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Situation of Parlors that Are Members of Zennichiyuren

EXRPOESHH

No. of outlets currently in operation

11,336 11,318 11,337 11,318 11,305 11,314 11,332 11303 ,, oo 11 269 11958
’ ’ , 11,227

2883 2881 2882 2875 2,869 2862 2.869

2857 2,843 2,838 2834 2825

1,349 1360 1364 1.369 1,385 1390 1,395

1300 1310 1315 1321 1326

100

e

100

-

J-2011 A-2011 S-2011 0-2011 N-2011 D-2011 J-2012 F-2012 M-2012 A-2012 M-2012 J-2012

Source: National Police Agency, Yano Research Institute, Zennichiyuren

NFUaARFEHR
No. of shipped
Pachinko Machines

NFUORBEEHR
No. of installed
Pachinko Machines
NFRORTEE K
No. of shipped
Pachislot Machines
NFAOREEH
No. of installed
Pachislot Machines

thou. units
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