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Corporate Philosophy

A CENTURIAL COMMITMENT 1O BUILDING
TRUST AND ENCOURAGING DREAMS

Tl S

A company cannot exist unless it consistently fulfills the responsibilities it has towards its employees, shareholders, financial institutions,

business partners and other stakeholders, while at the same time supports and contributes to customers and local residents.

A company is expected to improve the daily lives of its stakeholders. It must also create a world in which all people are united in trust and
able to live in peace.

This corporate philosophy represents the spirit in which people and organizations that are united in trust continuously strive to achie\ée_ ke

sustainable growth by using their collective energy to achieve their dreams. The term, “centurial” that is used in our corporate philosphy
i

refers to the long term. -

The Group maintains a long-term commitment to building trust and encouraging dreams.




FVE MANAGEMENT POLICIES

1

Principle of Customers First

The Group always adopts the principle of customers first, and
acts accordingly.

2

Information Disclosure

The Group carries out transparent and fair management by
appropriately disclosing information.

3

Chain Store Management

The Group is fully committed to achieving growth through
its chain store management.

A

Training of Human Resources
The Group trains human resources and uses their collective energy.

5

Social Contribution

The Group contributes to society by becoming
an organization that is indispensable to local communities.

THREE PRINCIPLES OF ACTIONS

1. The Group complies with laws and regulations and rules, and deals with people respectfully.
2 . The Group takes decisive actions and values team work.

3 . The Group confirms the actual situation on site, and presents it using numerical expressions.
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[ Editorial Policy }

The Group names its “stakeholders,” such as customers,
local communities, business partners, employees,
shareholders and investors, as “trusted associates”.

CSR Report 2017 reports on the Group’s CSR activities for
various trusted associates and promotes CSR activities
together with dialogue for enhancing corporate value over

the longer term.

{ Reporting Period J

This report covers the period from 1 April 2016 to 31 March
2017. However, some activities in or after April 2017 are
also included.

{ Reporting Organizations }

In principle, this report applies to the Group (The Company,
10 Group companies in Japan and 4 Group companies
overseas). Individual company names will be used when it is
necessary to delineate the scope of application.

Reference Guidelines for Disclosure of
Non-Financial Information

® Appendix 27 of Listing Rules

@ Global Reporting Initiative (GRI)
Sustainability Reporting Guidelines Version 4

@ SO 26000

@ Sustainable Development Goals (SDGs)

* For identification purpose only
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About Us

About the Group

At a Glance — Financial Highlights

Gross pay-ins

B17, 71 [

Gross pay-ins represents the amount
received from pachinko balls and pachislot
tokens rented to customers less unutilised balls
and tokens. Gross pay-ins are comparable with
gross sales in general companies.

Operation profit

¥1 5,899mill.

Revenue

196,869

Our revenue represents the gross pay-
ins, less gross payouts to customers and our
revenue margin represents revenue divided by
gross pay-ins. Our revenue is comparable with
net sales (gross profit) in general companies.
Gross payouts represents the aggregate cost of
G-prizes and general prizes exchanged at our
halls by our customers.

Profit before income taxes

14,829

Other income

9,224

Other income represents income from
other businesses than pachinko hall operation,
including income from restaurant management
near pachinko halls, loyalty income from
vending machines, and rental income.

Net profit for the year ———————

¥9,305mill.

Total assets

¥205,1 190, «1 36,881 mill

e CSR Report 2017

Shareholder’s equity (Net assets)

Capital adequacy ratio ———

66.7.

The capital adequacy ratio is an indicator
of our financial strength, which is calculated as
shareholder’s equity (net assets) divided by total
assets.



EBITDA

28,469

Cash and cash equivalents
at the end of the year

48,499 «34,000u.

As at 31 March 2017

Credit facility

EBITDA is defined as earnings before
finance costs, taxation, depreciation,
amortisation, and net foreign exchange gain or
loss. It is one of the indicators of our cash flow
generation capability.

Credit facility represents total amount of
loan facilities for the Group including
commitment lines of mega-banks in Japan.

The Group has maintained a strong financial position and sound management on the basis of having steadily accumulated profit over the course of many
years. Furthermore, the Group has set forth a rigorous review standard that only new halls with a solid income outlook are approved.

Annual dividend per share

12

Dividend payout ratioc —————— ROE

98.8. 6.9.

The Company focuses on the consistent payment of stable dividends as its basic policy The ROE (Return on Equity) is an
for distributing profits to shareholders. indicator of our capital efficiency, which is

For the fiscal year ended 31 March 2017, we decided to distribute a year-end dividend calculated as net profit for the year divided
of ¥6 per share in accordance with its stable dividend policy. by shareholder’s equity (net assets).

Combined with the interim dividend of ¥6 per share, the total annual dividend is ¥12

per share for a dividend payout ratio of 98.8%.

For the detailed information on results and financial position of the Group, please refer to Annual Report 2017.

CSR Report 2017 a

SJub1yBIH (e1oueulq 8ouey e 3y | dnoiy sy} nogy



About Us

About the Group At a Glance — Non-financial Highlights

Numerical Data of Pachinko Hall Operation

Number of halls ——— Industry position ——— Total number of gaming machines —— Proportion of low playing cost
machines to total number of
machines

446halls NO-1 205,852 ; O- ; %

maChIneS As at 31 March 2017

@ Operation of two hall types focusing on low playing cost games

The Group operates two types of halls with different gaming costs and focuses on promoting low playing cost games.

442 446
403 High playing cost halls Main hall brand: DYNAM
375
355 362 cesesees
0 185 181 Most machines are high playing cost machines and smoking is allowed
in the halls. This hall type includes 10 halls operated by Yume
s 172 Corporation and 2 halls operated by Cabin Plaza.
174

176 176

Low playing cost halls Main hall brand: DYNAM Yuttari Kan/

DYNAM Shinrai no Mori
Machines are mainly low playing cost machines and there is a wide
“TTTTTTT selection of general prizes. This hall type includes Yuttari Kan, where
smoking is allowed in the halls, and Shinrai no Mori, where smoking is
not allowed except in designated areas. They are comprised of 28 halls
operated by Yume Corporation and 7 halls operated by Cabin Plaza.

20113 20123 20133 20143 20153 20163 2017.3

For the year ended 31 March 2017, we opened 5 low playing cost halls. In addition, we closed 1 low playing cost hall in line with a change in our
business areas. Also, we converted 5 high playing cost halls to low playing cost halls and 1 low playing cost hall to high playing cost hall. As a result,
we had a total of 446 halls in operation as of 31 March 2017.

By hall type, we operate 181 high playing cost halls and 265 low playing cost halls, with low playing cost halls making up the majority at 59% of the
total.

M Increasing number of low playing cost machines

Customer needs have been gradually shifting towards enjoying gaming as a pastime for leisure rather than primarily as a mean of winning prizes. Under
this trend, the Group has been shifting its emphasis to low playing cost games.

The national average proportion of low playing cost machines to total number of machines was 46.4% as of 31 December 2016. On the other hand,
the Group has developed this to 70.7% as of 31 March 2017. The proportion of halls featuring low playing cost machines is 99.3% in the Group.

Going forward, we will continue to drive the expansion of low playing cost games under our vision of reinventing pachinko as a genuine public
entertainment that everyone can enjoy.

e CSR Report 2017



Numerical Data of Human Resources Configuration of the Board of Directors

Number of Group Employees ————— Ratio of female employees ————— Ratio of outside directors among directors

17,809 m53.9,

employees

According to research conducted by the Pachinko Trustee Board*, the pachinko industry plays a major Among the 9 directors, there are 6 outside
role in job creation in Japan with an industry-wide workforce of 310,000 employees, which is directors prescribed under the Companies Act.
approximately 1.5 times larger than the combined number of employees of Japan’s top ten automotive

companies**. As of 31 March 2017, the Group had a workforce of 17,809 employees. The Group’s

creation of these jobs and retention of the employees have helped to enhance its recognition from

society.

* An organization comprising third-party experts and specialists outside the pachinko industry that aims to
improve the social standing of pachinko hall management companies. The purpose of the organization is to
establish a framework for managing pachinko halls that can engender public trust and provide

reassurance to society.

** 10 major automobile manufacturers consist of Toyota Motor Corporation, Nissan Motor Co., Ltd., Honda Motor
Co., Ltd., Suzuki Motor Corporation, MAZDA Motor Corporation, MITSUBISHI MOTORS CORPORATION, Fuji Heavy
industries Ltd., Daihatsu Motor Co., Ltd., Isuzu Motors Limited and Hino Motors, Ltd.

Numerical Data of Pleasant Working Environment Social expenditure
Ratio of employees returning to Total amount of specified donations and
work after childcare leave sports sponsorships
9 I [ ] ] % l 21 I m|".
For the year ended 31 March 2017 For the year ended 31 March 2017

Numerical Data of Environmental protection

Total power consumption CO, emissions

383mill. KWh 1 98thou. t-CO,

For the year ended 31 March 2017 For the year ended 31 March 2017
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Group Overview

Outline of The Group

The Company is a holding company which directly holds shares of 3 pachinko hall operators including Dynam and 4 other subsidiaries with
other businesses. The Group operates pachinko hall business as its core business and has the largest pachinko hall chain in Japan with 450
halls as of 27 July 2017.

@m The Company As at 27 July 2017
Pachinko Hall Business

Dynam Yume Corporation Cabin Plaza

Operates under three business names across Yume Corporation was acquired into the Group Cabin Plaza was created from the merger of
Japan as forms of everyday entertainment: in November 2015. They have been conducting subsidiaries of the Company in April 2009. It
DYNAM (high playing cost halls), DYNAM Yuttari chain store management since its establishment operates 9 halls under the names of Cabin Plaza
Kan and DYNAM Shinrai no Mori (low playing just like Dynam. Yume Corporation operates 38 and Yasumi Jikan.

cost halls). halls under the Yumeya brand in Japan.

@ Japan Real Estate

Other Businesses that Support Group Management

Dynam Business Support Nihon Humap

Nihon Humap operates restaurants near
pachinko halls and large spaghetti
restaurants, manages the cleaning of
Group pachinko halls, and engages in real
estate management, trade and financial

Dynam Business Support supports the
entire Group by managing real estate
owned by the Group and pachinko hall
development. They also undertake
administrative duties including payrolls and

accounting. Furthermore, they deal with operations.

gaming machines.

® Kanto Daido @ Genghis Khan

® P Insurance

Business Partners Dynam Hong Kong

Dynam Hong Kong is a subsidiary in Hong
Kong established for the purpose of
investment, management and development
of the Group’s overseas business, centered
in Asia. The company investigates and
promotes new business in Asian markets
with remarkable growth.

Business Partners is a special subsidiary
which set up to employ people with
disabilities. There are 20 employees with
disabilities working on cleaning office
buildings as well as making and selling
bags, small items and other miscellaneous
items.

® Rich-0 Korea @ Erin International
® Beijing GEO

@ CSR Report 2017



Sustainable Development of Corporate Value
and CSR

Philosophy, CSR Concept, System
for Group CSR Advancement

Stakeholder Engagement
CSR Theme Settings

@ Environment
People and Environment

Society

People and Customers
People and Communities
People and Business Partners
People and Employees

People and Shareholders and Investors

® Governance
Overview of Our Corporate Governance
Initiatives for Risk Management
Initiatives for Compliance
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CSR of

The Group

Sustainable Development of Corporate Value and CSR

We aim for sustainable growth in corporate value while improving value
for all trusted associates.

Through CSR activities, the Group intends to increase value for all trusted associates — customers, local communities, business partners, employees,
shareholders and investors — through ongoing diligent efforts in environmental (E), social (S) and governance (G) on the basis of relationships of trust. We
believe the intrinsic value of our operations will be enhanced by addressing issues that concern local communities, while fulfilling the expectations of
trusted associates through our core operations. With all employees of the Group together in unison, we aim to maximize corporate value while eyeing
sustainable growth as a corporation through daily progress on these initiatives.

B Creation of Value for All Trusted Associates

We believe that by meeting the expectations of various trusted associates and raising what each of these people consider to be our value will
enhance the overall corporate value.

@ Focus on People

The Group seeks to create value with a focus on people, based on the

belief that people are always at the center of corporate activities.

As people, employees are the main creators of value, and

trusted associates are also people that contribute to this value.
By having a focus on people, we believe that building
relationships of trust with our trusted associates (i.e.,
people) will ultimately lead to the creation of value.

People and
Customers

People and
Communities

People and Shareholders
and Investors

@ Trusted Associates

In disclosing this CSR Report, the Group refers to
customers, local communities, business partners,
employees, and shareholders and investors as “trusted

associates,” but this does not limit who may be regarded as a
trusted associate. Our basic stance is that the phrase is a broad
concept that includes everybody (financial institutions, etc.) referred
to in our corporate philosophy and code of conduct, and this in turn

People and Business
Partners

People and Employees

Trusted

Associates entails all involved stakeholders.

B improvement in Both Social Value and Economic Value through CSR

Continuing to create value for trusted associates through CSR

Improvement in Improvement in i i it ; Ving dlobal e '
. o activities provides some assistance to resolving global environmen
Social Value Economic Value P 99

o Create value trough CSR * Increase profits through business problems and issues faced by local communities, and through
activities DT corporate activities that fulfill responsibilities regarding sustainable

* Initiatives to solve global  Generate future cash flow ) ) .
environmental problems and o Improve capital efficiency urban development, enabling business growth and leading to the
sz oy el o L i paedl a1 €2l enhancement of unified corporate value. The Group aims for

communities policy

sustainable growth by improving both social value and economic
value at the same time.

@ CSR Report 2017



B Management of Risks and Opportunities

Companies have an impact on society in various ways as a result of their business activities. We see business opportunities for long-term growth from
the positive impact we can have on solving problems in local communities, such as the health benefits of playing pachinko in preventing dementia, and
ideas for new types of pachinko halls. We understand there are risks that threaten business growth, including the negative impact of gaming addiction.
While monitoring and properly managing these risks and opportunities, we aim to maximize the value we provide to trusted associates.

Create new business opportunities through innovation while addressing
the demands and expectations of customers and local communities

Opportunities

Maximize value provided to

Risks Minimize business risks by addressing social issues trustrd B iates

B Management Resources as Source for Value Creation (Six Types of Capital)

Out of the management resources available to the Group, non-financial capital — such as human capital, intellectual capital, and social/relationship capital — are
competitive advantages that cannot easily be imitated by rivals. These important management resources are the source of value creation. These management resources
are converted into value as an outcome of the corporate activities guided by people, and this value is then transferred to trusted associates. The value created in this cycle
leads to an unending circle of improvement in social value and economic value for sustainable development.

Invisible Capital

. ; Visible Capital
(Non-financial capital) P
® Human Capital @ Physical Capital
* Extensive human resources (continued hiring of new o Hall and restaurants (pachinko halls and restaurants

graduates and long-term training of human resources) ) ,
e Pachinko hall employees who have good relationships adjacent to pachinko halls)

with customers ¢ (aming machines and general prizes
e |nnovative education system
e Enduring corporate philosophy and culture

W
]
. x . . .
e Intellectual Capital = e Financial Capital
=]
o Management of pachinko halls based on the theory of chain @ :
store management : ¢ CaShl and .qeposllts ) )
e Accumulation of pachinko hall operating know-how = e Credit facility (Financial credit)
o Accumulation of sales information in databases =
e Branding -
=L
® Social/Relationship Capital e Natural Capital
® Recognition as a leading company in the industry o Electric power, domestic water
o Partnerships with business partners (i.e., joint development
of game machines and prizes)
e Status and reputation as a listed company
W

CSR Report 2017 @



CSR of Philosophy, CSR Concept, System for Group CSR Advancement

The Group

All employees work in unison to promoting CSR activities in line with our

corporate philosophy.

Group CSR Philosophy

The Group engages in CSR with the idea of achieving sustainable growth based on its corporate philosophy entailing “a centurial
commitment to building trust and encouraging dreams”. We believe promoting CSR is the embodiment of this philosophy.

Corporate
Philosophy

Five Management Policies

Three Principles of Actions

A Centurial Commitment to Building Trust and Encouraging Dreams

A company cannot exist unless it consistently fulfills the responsibilities it has towards its employees, shareholders, financial
institutions, business partners and other stakeholders, while at the same time it supports and contributes to customers and
local residents.

A company is expected to improve the daily lives of its stakeholders. It must also create a world in which all people are
united in trust and able to live in peace.

This corporate philosophy represents the spirit in which people and organizations that are united in trust continuously strive
to achieve sustainable growth by using their collective energy to achieve their dreams. The term “centurial” that is used in
our corporate philosophy refers to the long term.

The Group maintains a long-term commitment to building trust and encouraging dreams.

Five Management Policies Three Principles of Actions

1. The Group complies with laws and regulations and rules,
and deals with people respectfully.

2. The Group takes decisive actions and values team work.

® Chain Store Management 3. The Group confirms the actual situation on site, and

presents it using numerical expressions.

@ Principle of Customers First @ Training of Human Resources
@ Information Disclosure @ Social Contribution

Charter of Corporate Behavior

The reason for existence of a company is to achieve sustainable growth in line with the expectations of stakeholders,
including shareholders, managers, employees, business partners, financial institutions and customers, and to grow to a
certain scale and level of reliability that enable it to contribute to society. All employees of the Group share this principle.
The Group names the stakeholders described above “trusted associates”. We are committed to strengthening our
relationship with these business partners through our business activities, so that we can grow based on a far-reaching
vision. As it grows, the Group will consistently fulfill the roles expected of it by each stakeholder, to ensure that the trust
from the stakeholder also grows.

Trust, however, is fragile, and even a momentary lapse of focus can damage it forever. To ensure that it can continue to
conduct its business without compromising that trust, the Group has adopted new internal control systems to improve its
operations. These systems also clarify and eliminate factors that have the potential to lead to misconduct or violations of
laws and regulations.

Al of the Group employees, including those that work in the field, constantly take initiatives with full knowledge that such
actions help to improve their operations. Through these initiatives, each member strongly believes that the Group can
achieve stronger operating results and contribute to society more effectively.

@ CSR Report 2017



Group CSR Concept

We will contribute to the development of local communities.

We prioritize our customers by constantly providing products and services from the customers’
1. Customers ; :
viewpoint.

We contribute to the development of regional society by seeking to collaborate and work together
2. Communities with local communities.
We aim to be a company that takes on social issues and is needed by communities and society.

_ As an organization, we make every effort to gather and record accurate information, disclose this
3. Organizational Governance : i : :
information, and engage in transparent and fair management.

For employment and remuneration, we respect basic human rights and do not discriminate in terms of
nationality, gender, faith, beliefs, or physical appearance, or in any other terms unrelated to the abilities

4. Human Rights and motivation of each individual. Personnel evaluations are conducted based on overall assessment of
each employee’s abilities, motivation, personality, awareness of compliance, and contribution to
performance.

We nurture our employees to harness the collective energy of our personnel. To sustain corporate
5. Labor Practices activities, we focus our efforts on maintaining and improving a proper work environment in accordance
with laws and regulations, so that our employees can work in safe and healthy environments.

6. Environment We aim to coexist with regional societies by proactively tackling environmental problems.

We build relationships with our business partners on an equal basis that are constructive and sound
7. Fair Business Practices from legal, social and ethical standpoints to develop economically with our business partners well
into the future.

The Group CSR Concept prescribes guidelines we should adopt when we conduct CSR activities.

System for Group CSR Advancement

In accordance with our basic CSR policy, and under the leadership of the Board of Directors, the highest management decision-making
entity, all employees work in unison to advance CSR activities across the entire Group. In the conference mainly run by the responsible
section of CSR, we discuss and examine CSR activities for the Group’s contribution to the sustainable development of society along with
our trusted associates.

e N
The Company Group companies
R
»| Relevant departments
-
Responsible section of —_———
The Board CSR (Management of »| Relevant departments
the conference body) J —
Unified management of CSR data ( p
Advancement of CSR activities »| Relevant departments
N\ ),
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CSR of Stakeholder Engagement

The Group

Naming our stakeholders “trusted associates,” we build relationships
by disclosing information and engaging in dialogues.

B Two-Way Communications

The Group names its “stakeholders,” such as customers, local
communities, business partners, employees, shareholders and
investors, as “trusted associates”. We are strongly aware of the
importance of building relationships based on trust. Since before

its listing in 2012, the Group has placed an emphasis on ' Y ﬁ L B
communication and the disclosure of information referred to in Qj -

the management policy. This is because we believe the N T Rl
sustainable development of the Group depends on listening to Cd@nunltl S!

and understanding the opinions and expectations of our many
trusted associates while engaging in business activities.

While properly disclosing information, the Group uses
discussions with stakeholders as an opportunity to examine
whether its business activities meet their demands and
expectations, and feeds back this information in business
activities.

B Trusted Associates

In this CSR report, the Group refers to
customers, local communities, business
partners, employees, and shareholders and
investors as “trusted associates”, but this
does not limit who may be regarded as a
trusted associate. Our basic stance is that
the phrase is a broad concept that includes
everybody (financial institutions, etc.)
referred to in our corporate philosophy and
code of conduct, and this in turn entails us
facing all involved stakeholders.

. . Mayor Futoshi Toba of the city of Rikuzentakata in lwate Prefecture, an area affected by the Great East
V0|ce from OUI' TFUStGd ASSOC|ateS Japan Earthquake, kindly wrote the following message as one of the Group’s trusted associates.

Deepening our relationship as trusted associates into the future, developing
alongside regional societies. Meyor of the cty of Rkuzentaketa

in lwate Prefecture

Futoshi Toba

I Continuous Support with Inspiring Sakura Line

Six years have passed since the devastating Great East Japan Earthquake. to pass on the lessons learned from the earthquake to future generations, and came
Although there are still many issues to address before we can get back on our up with the Sakura Line 311 project to plant a line of cherry trees marking the crest
feet, we have been encouraged and supported by people across the nation, of the tsunami during the Great East Japan Earthquake. The Group has graciously
motivating us to forge ahead with reconstruction. | would like to take this lent its support for this project. As memories of the earthquake fade into the past,
moment to thank everyone for their support. As progress is made on and as many supporters withdraw from affected areas, we are grateful for the
reconstruction projects in Rikuzentakata, our youngsters have felt an obligation ongoing support and encouragement given by the Group and its employees.

@ CSR Report 2017



Methods of Engagement

Communication
with customers

Communication
with communities

Communication
with business
partners

Communication
with employees

Communication
with shareholders
and investors

m Face-to-face interaction with customers at
pachinko halls

m Customer consultation desk

m Meet-the-manager events for customers

m Participation to community events
m Volunteer activities of employees
m Support for disaster sites

m Support for sports activities

m Meetings for each business proposal

m Meetings about joint development (game
machines, general prizes)

m Meetings to periodically exchange
information

M Business partner briefings

M Intranet, in-house newsletter

m Training and briefings for employees

m Individual interviews, self-assessments

m Meetings between management and
employee (union)

m Corporate ethics consultation

m Worksite meetings

m Employee surveys

m Annual General Meeting

B Results briefings

® IR meetings

m Tours of our pachinko halls and hands-on
events

u Surveys

Main Initiatives

m Based on our people-focused business policy, we
internally share the requests and opinions of our
customers received through face-to-face interactions
with them and our consultation desk. This information is
reflected in how we create pachinko halls.

m We cooperate, participate and interact as a member of
regional societies when asked by local residents to help
with events to revitalize the region.

m We continue to offer disaster relief in areas damaged by
earthquakes.

m We support sports events by co-sponsoring figure skating
and squash.

m We will strengthen relationships with our business
partners through the joint development of game machines
and general prizes. We aim to enhance the value chain
with our business partners by increasing the value of our
pachinko halls as spaces for entertainment.

m To enhance work environments, we are examining the
best way to improve our workplaces by taking to heart
the issues raised by our employees through surveys and
meeting between management and employee.

m We are taking practical steps to update our systems
beyond what is required by law, focusing on support for
child raising and empowering women in the workplace.

m We politely explain the Group’s management policies and
strategies at results briefings and individual IR meetings.
We make every effort to satisfactorily answer any
questions attendees may have.

m For the operational front lines, we give tours and hands-
on events at our pachinko halls to further attendees'
understanding of our strengths and competitive
advantages.

I Significance of Pachinko Halls as Everyday Entertainment

Pachinko may bring “gambling” to mind for many people. Talking about pachinko
and disaster relief in the same sentence may not leave a good impression with
some people. For people living in disaster-affected areas, however, pachinko halls
are special places where they can go to restore some semblance of a “normal
routine” that was lost in the earthquake. When people do something they love, they
can forget their sorrow and hardships for a while. | believe pachinko halls are an
important place where people can feel good again and put a smile on their face.

| My Expectations for the Group

| wish everyone at the Group success in developing business with deep roots in the
community, bringing smiles to people across Japan. | hope the Group forges ahead
as the leader in a new era for the pachinko industry, one that takes into account
regional scenery and environments in developing the community, while the culture
of pachinko is put on display for the world to see under the government’s Cool
Japan strategy. Finally, | would like to ask again for the unwavering support for the
citizens of the city of Rikuzentakata as we spare no effort in rebuilding our wonderful

city.

CSR Report 2017 Q



CSR of CSR Theme Settings

The Group

Process for Identifying and Deciding Priority
CSR Topics

We identify topics centered on people and clarify the course of initiatives, while
referring to international guidelines and the opinions of trusted associates.

While considering the viewpoints of trusted associates, we have categorized each topic we think to be vital to the sustainable
development of the Group: E stands for the environment, S stands for society and G stands for governance. Our actual CSR activities
are aligned with a category, clarifying the aims of specific initiatives.

B References Made to International Guidelines and Objectives

The Group has narrowed down its CSR categories while referring to guidelines set by the Hong Kong Stock Exchange for disclosing
ESG information and international guidelines related to CSR.

Reference Guidelines

. Appendix 27 to the Listing Rules
App(.ant'jlx 2710 Appendix 27 is an attachment to the rules for companies listed on the Hong Kong Stock Exchange. It contains
the Listing Rules guidelines for the disclosure of ESG information.

Global Reporting Initiative (G4)
GRI Global Reporting Initiative (G4) is an international guideline for the disclosure of ESG information created by the Global
Reporting Initiative, a non-profit organization whose mission is to set international standards related to sustainability.

1SO 26000 150 26000
IS0 26000 is the Guidance for Social Responsibility issued by the International Organization for Standardization (ISO).
New international goals have been created to address social issues, including Sustainable Development Goals by the
SDGs United Nations in 2015 and the Paris Agreement at COP21. The Group views this global trend as the universal social

request that should be recognized in discussing the Group’s CSR. We refer to these items and categories of needs in our
process for deciding our main CSR topics.

I Materiality Designations (Priority CSR Topics)

The Group understands that its sustainable
development depends on the achievement of
both improvement in economic value as a for-
profit company and improvement in social
value through initiatives for all trusted
associates, including customers, regional
society, business partners and employees. We
decide our CSR topics in terms of their impact
on trusted associates and Group operations.
Our main CSR topics are those we believe will
have a strong impact on both.

Kinds of information that
Items to be shared with should be disclosed to
trusted associates continue major efforts as
a Group

Kinds of information that
should be continuously
gathered
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Impact on the Group’s business

Improvement in economic value
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B Our Main CSR Topics and Initiatives

CSR categories

Main CSR topics
(Materiality)

Aims of specific initiatives

=

Environment

People and
Environment

Climate change and recycling
society

Consideration for the
regional environment

© Appropriate management of energy usage

© Proper disposal of waste to realize a recycling
society

© Consideration for the local environment

S

Social

Improvement of customer
satisfaction

O Aiming to make pachinko gaming as everyday

People and . entertainment
Customers Provision of the place for
gaming with enjoyment and
safety
i . § © Contribution to society through our core
People and Pachinko, living with business
Communities communities ;
O Local infrastructure
:eo!)le and Supply Chain Management © Practice of supply chain management
usiness .
Partners Development of value chain © Creation of value in business partnerships
O Fostering of a corporate culture where diverse
Diversity and development of people can thrive
People and DUNEEss e © Enhancement of human resources’ skills
Employees Pleasant workplace for through training
employees © Creation of a business environment that
facilitates work
Information disclosure and © Highly transparent communication through
People and information disclosure

Shareholders
and Investors

transparency of management

Return to shareholders

O Meeting shareholders’ expectations through
return to shareholders

G

Governance

Corporate
Governance

Strengthening of Group
governance for sustainable
development

Refer to Corporate Governance Report of the
Annual Report

Internal Control, Risk Management, Compliance
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Environment People and Environment

CSR of
The Group

With the understanding that global environmental problems are issues that
affect the entire human race, we aim to reduce the environmental burden of
our core operations through efforts to preserve the environment.

In 2015, COP21 was held in Paris, and an agreement was reached to set international
targets for combating global warming. Companies are expected to take appropriate

action because fulfilling their corporate responsibilities for the environment will help
ensure their own futures. The Group aims to reduce the environmental burden of its
core operations through efforts at environmental conservation.

@ Group operations and the environment

The Group has an impact on the global environment through the operation of its pachinko halls, its core business. Below is a summary of environmental
impact recognized by the Group and the scope of its environmental management system.

Energy usage
® Purchased electricity
® Gasoline (company vehicle use)

Water resources
@ Water supply use

Environmental impact

Implementation

Office
(head office,
headquarters)

Emission of

greenhouse gases

@ Equivalent electricity usage
(Scope 2)

® Equivalent distance driven by
company vehicles (Scope 1)

Environmental
Management

(Main Initiatives)
Proper Management of energy
usage

@ Electric power saving

® Use eco-friendly cars

Water-saving measures
@ Installation of water-saving valves
@ Installation of water-saving toilets
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Papgr resources Water resources Green IT promotion

® Office paper ® Drainage @ Paperless movement of internal documents

° P?mph'itsv posters, efc. Office waste Framework for not generating trash
or customers @ Effective secondary and tertiary uses of used

©® Waste resources game machines

® Wooden-frame halls

Proper disposal of waste materials

@ Recycling of game machines

@ Obtain certification for proper disposal conducted
by subcontractors of used information
communications equipment

Purchased machinery
® Gaming machines,
peripheral equipment

Industrial waste
® Game machines (recycled)
@ Used information

Construction materials communications equipment

@ Halls

M Disclosure of information about the environment

We disclose the amount of electricity used and its carbon dioxide (“CO,") equivalent based on the recognition that electricity usage indirectly leads to
the emission of greenhouse gases (Scope 2). We also report on our activities to reduce environmental impact by appropriately managing energy usage,
properly disposing of waste, and paying attention to the local environment.

Direction of Specific Measures

Appropriately managing energy usage

With the aim of contributing as much as possible to the realization of a sustainable society and in recognition of its important role in
environmental conservation, the Group appropriately manages energy usage at all of its facilities, including the 446 pachinko halls across
Japan and its head office.

- - - I Halls with LED Halls with energy-
@ Electricity-saving features of pachinko hall facilities lighting " efficient air

and equipment condioning*?

M Energy-saving lighting and air conditioning systems

LED lighting has been installed inside 445 halls, representing almost all of the Group’s halls. Energy
efficient air-conditioning systems have been installed in 391 pachinko halls, or 87.7% of the total. In
these and other ways, we appropriately manage energy usage.

99.8.8 §87.7.

As of 31 March 2017
%¢1, 2 Calculated based on three pachinko hall operators
in the Group (Dynam, Yume Corporation, and Cabin Plaza)

Initiatives with business partners to reduce electricity usage

The game machines and peripheral equipment procured by the Group all switch to electricity saving mode when they are not in use. We work
with our business partners to conserve electricity by mandating the inclusion of automatic stop functions during hours of non-operation in
negotiation documents that define our requirements.
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Environment People and Environment

The Group

@ Formulation and Implementation of Power Saving
Guidelines

A team of specialists in charge of managing pachinko hall equipment has created guidelines
for reducing electricity use, setting targets for cutting electricity consumption and monitoring
progress towards these targets. We efficiently and effectively manage the consumption of
electricity by taking advantage of automated controls in energy management systems. We
also create specific rules for operating these systems and equipment to raise employees’
awareness of saving electricity.

@ Initiatives to Raise Employees’ Awareness of Saving
Electricity

In employee offices, efforts to save electricity include adjusting the temperatures of air conditioning :;-'7- s
systems and turning off indoor lighting and other equipment when not in use as these are major '
consumers of electricity. Through the use of green IT as well, the Group will further promote
establishing each employee’s awareness on electricity conservation. | & = 1 |

® Green IT

The Group has a large number of information communications devices located in the employee spaces of pachinko halls and the offices of its
headquarters. Our aim is to help realize a low carbon society by appropriately managing electricity usage, while helping to preserve the environment by
using this information communications equipment to increase work efficiency and cut down on electricity consumption.

B Web conferencing

Videoconferencing systems are promoted for online meetings involving employees working in
different locations. This helps minimize energy consumption by reducing the distance that employees
must travel.

B Moving to paper-free, electronic in-house documents

By moving to paper-free, electronic in-house documents, we aim to reduce the amount of office
paper used as well as cut down on the consumption of electricity by photocopiers and printers.
Electronic documents also facilitate the efficient use of web conferencing.

B Limiting the use of in-house servers
We are moving ahead with the use of the cloud-based desktop as a service (DAAS) as a response to conserve electricity. Electricity usage is reduced by
limiting the use of computer servers by making software available to users over the network.

B Proper disposal by subcontractors of used information communications equipment

When subcontracting the disposal of information communications equipment, we obtain certification from the vendors proving proper disposal,
including CO, reduction certificates, reuse-recycle certificates, and resource consumption reduction outcome certificates. In this way, we obtain greater
clarity on how waste is disposed.

Total Power Consumption”™® €0, Emissions™*

For the year ended 31 March 2017 For the year ended 31 March 2017

383mi|l. KWh 1 98thou. t-CO, s

The total power consumption and CO, emissions are calculated in accordance with the prescribed aggregation method for environmental reporting to
the Ministry of Economy, Trade and Industry in Japan.
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Proper disposal of waste to realize a recycling society

To contribute to the realization of a recycling society, we have ongoing initiatives in place to reduce environmental impact as much as
possible by limiting the amount of natural resources we use and ensuring waste is properly disposed after making every effort to minimize
waste volume.

@ Pachinko halls built out of wood
Pachinko hall with wood

Dynam began to build pachinko halls made out of wood in 1994. These frame construction””
wooden pachinko halls emit less GO, than steel frame structures in terms of As of 31 March 2017

the material procured and during construction, and have the added benefit
of reducing industrial waste when torn down. Their external appearance
takes advantage of the natural features of the wood, aligning with the
Group’s aims of having its pachinko halls blend in with the surrounding
scenery. As of 31 March 2017, 360 pachinko halls were constructed out of
wood, representing 80.7% of the total halls operated by the Group.
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5 Calculated based on three
pachinko hall operators in the Group
(Dynam, Yume Corporation, and
Cabin Plaza)

@ Proper disposal of used game machines

When used game machines are disposed of, they are treated as industrial waste and must be disposed of in line with pre-established procedures
prescribed by Japanese law. The Group has created in-house rules for the disposal of waste in compliance with laws and regulations, and has a
framework for properly disposing game machines. Parts and materials that can be reused are handled by the Yugiki Recycle Kyokai. In only rare cases
are game machines sent directly to landfill as waste.

@ Creating a framework for zero waste

In addition to reducing waste as much as possible, we have been working to create a framework for emitting zero waste. When upgrading equipment in
our pachinko halls, for example, our terms and conditions for business partners require that a minimum of cardboard is used for the transportation of
equipment to our pachinko halls, and that returnable containers are employed instead to help reduce the impact on the environment.

Reuse of game machines among Group halls

To control machine expenses (the procurement cost of gaming machines), the Group has established 16
distribution centers throughout Japan, each of which covers the logistical needs and facilitates the sharing of
gaming machines among 20 to 30 halls. In addition, the centers help to establish a framework for minimizing
generation of industrial waste.

CSR Report 2017 @




Environment People and Environment

CSR of

The Group

Direction of Specific Measure

Consideration for the local environment

As a member of local communities, the Group pays special consideration to the environment around its pachinko halls where local
residents live, while ensuring compliance with laws and regulations.

@ Low-noise Recreational Spaces

We strive to reduce noise within our pachinko halls (i.e., loud noises and jarring sounds) to provide our customers with a comfortable environment for
playing pachinko. We have been updating equipment in each of our pachinko halls to keep down noise levels by installing sound-dampening materials
and soundproof walls. Moreover, we consider local residents who live nearby by taking measures to reduce noises made by outdoor air conditioning
systems and ventilation systems.

@ Compliance with Laws and Regulations and Monitoring by Third-party Organizations

B Compliance with environmental laws and regulations

Our corporate activities are in compliance with Japanese laws and regulations related to the environment. Including but not limited to air and
greenhouse gas emissions discharges into water and land, and generation of hazardous and non-hazardous waste. We have not experienced any legal
violations.

B Monitoring by third party organizations

Dynam, the subsidiary of the Company, is evaluated and rated by the Pachinko-Trusty Board (PTB) every year, and is monitored by third-party
organizations for compliance with laws and regulations as a pachinko hall operator, in addition to their internal management systems. PTB is an
independent industry organization consisting of leaders and experts dedicated to improving the social stature of companies that operate pachinko halls.
Since its establishment in 2005, PTB has conducted audits for the purpose of ensuring pachinko hall operators are trustworthy and safe for society.
PTB’s evaluation standards consist of 97 items and 10 categories, including the following two categories under five items for evaluating environmental
conservation.

Social requirements

e Consideration of local communities (1) (neon
lights, signage, etc.)

e Consideration of local communities (2) (noise)

e Consideration of local communities (3) (parking for
cars and bicycles)

Other major laws and regulations
e Methods for disposing waste
e Environmental and energy-saving measures

In 2016, Dynam was highly rated for these five items under the
said two categories, showing that its management framework
is a model-company level for listed companies.
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CSR of

The Group

Aiming to create value by making pachinko equal to everyday entertainment
that is fun, pleasant and safe for everyone.

Based on its customer-first policy, the Group takes action with customers foremost on our
minds, providing products and services from the standpoint of customers. In operating
pachinko halls, we create valuable experiences for our customers who play games on our
game machines and through other services that bring them joy and comfort. We
understand that continuing this approach steadily leads to the long-term creation of value.
As local infrastructure, we will create value for our customers with the aim of providing
everyday entertainment that anyone can enjoy in a comfortable environment.

Aiming to Make Pachinko as Everyday Entertainment

Our vision of an ideal pachinko hall is one built without excessive investment, with rows of pachinko game machines that are fun and
compelling to play in a comfortable setting staffed with fully-trained employees. To remain a going concern, we believe it is vital to turn
pachinko into everyday entertainment that gives customers pleasure when they are playing pachinko. To this end, we strive to create an
environment that is safe and relaxing for playing pachinko by constantly improving the recreational space and through customer satisfaction
K initiatives and employee training focused on people. J

~

@ Operations with a Focus on People

Every day, our employees working in the Group’s pachinko halls always put their effort in improving
the operations by focusing on people. Our employees put their heads together and discuss the types
of customer interactions and services that we should provide in terms of prices, quality and comfort,
which are put into practice on the operational front lines. Out of these efforts, the ones likely to bring
the best outcomes are shared among all pachinko halls through briefing meetings. As other
companies in the sector are merged into the Group, the mixing of personnel will bring new ideas we
previously did not have, thereby enhancing synergies and creating value across the Group as a
whole.

M Returning to the basic of a customer-first policy, we aim to provide our
customers with what they want in terms of prices, quality and comfort

Using the awareness and ideas gained through daily operations, our employees put their heads

together and discuss the types of customer interactions and services that we should provide in terms

of prices, quality and comfort, without forgetting the basic principle of always putting the customer

first. Each pachinko hall identifies areas that can be improved on a detailed level, and these

improvement goals are systematically managed through a PDCA (plan-do-check-act) cycle. — — —

Support the efforts of
pachinko halls. Take note
of successful case studies
at each pachinko hall and
spread them throughout

Improve
operations and
the recreational
atmosphere

B Operational front line and head office working in unison
Our operations with a focus on people going beyond the operational front lines. The head office

works in unison with the operational front lines to help ensure their effectiveness through a variety of Eﬁiffm"e”r the Company. Improve
initiatives. For example, the head office assists the operational front lines by collaborating with oprions and e ion
pachinko halls to share successful case studies over the company intranet, while also holding across the Group.
contests, lectures and promotional campaigns.

SJawoisny
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@ Efforts to Improve Customer Satisfaction

M Training for interacting with customers

Employees are trained on how to interact with customers by external experts and other employees
who have extensive experience and certain qualifications, to improve the quality of customer
interactions with a focus on people while reviewing daily operations objectively. In addition to
acquiring knowledge, our training programs are combined with on-the-job training that emphasizes
the practical application of learning outcomes on the operational front lines.

B Customer service desk
The opinions of our customers are essential to improving our services from the standpoint of
customers. The Group learns about the diverse opinions and requests of our customers as
employees at each pachinko hall interact directly with customers on a daily basis, and also through
our customer service desk, telephone calls, letters and emails. All of this information is used to
improve customer satisfaction.
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@ Sharing Information and Exchanging Personnel within the Group

Every day, our employees in the Group’s pachinko halls put their effort in improving the operations by focusing on people. Of these efforts, the ones
likely to bring about the best outcomes are shared among all pachinko halls through briefing meetings. As other companies in the sector are brought
into the Group, the mixing of personnel will bring new ideas we previously did not have, thereby enhancing synergies and creating value across the
Group as a whole.

B Briefing meetings with a focus on people

Of the nationwide efforts with a focus on people, the best case studies are highlighted and shared at
periodically held briefing meetings. These wide-ranging case studies serve as opportunities to raise
awareness of discovering ways of creating new value, including through measures from a woman’s
point of view, promotions involving customers, and stronger ties with customers through prizes.

B Synergies through personnel exchanges among Group companies

Dynam and Yume Corporation exchange personnel by transferring employees between their
pachinko halls. Each company brings their customer interaction and operational know-how
accumulated over many years, increasing synergies at both companies and their abilities to provide
customers with higher-quality services.

The Group has accumulated a variety of methods and processes for invisible resource that cannot be easily imitated by the competitors. We
acquiring new customers, talking with customers, and other means of consider it a special core competency of the Group. The value created by
communication on the operational front lines. One of the Group’s people (i.e., our employees) is something that can be built upon and
strengths is its framework for sharing and applying the wisdom and adds value to pachinko itself. It is the wellspring of growth for the
expertise of its employees. This framework is rooted in a corporate sustainable development of the Group.

culture that has been nurtured by the Group over many years. It is an
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The Group

@ Promotion of low playing cost games

One of our initiatives aiming for everyday entertainment is the promotion of low playing cost games. Low playing cost games are designed to
entertain customers without imposing a significant cost burden on them. We have been promoting low playing cost games ahead of other
pachinko companies.

Proportion of Halls Featuring Proportion of Low Playing Proportion of Low Playing Cost
Low Playing Cost Cost Halls to Total Number Machines to Total Number of
Machines™! of Halls™? Machines™®

99 | 3 0/0 As at 31 March 2017 59 | 4 0/0 As at 31 March 2017 70 | 7 0/0 As at 31 March 2017

%1,2,3 Calculated based on three pachinko hall operators of the Group
(Dynam, Yume Corporation, and Cabin Plaza)

The national average proportion of low playing cost machines to total number of machines was 46.4% as of 31 December 2016. On the other
hand, the Group has developed this to 70.7% as of 31 March 2017. The proportion of halls featuring low playing cost machines is 99.3% in
the Group.

@ Improving and enhancing the recreational space of our pachinko halls

We aim to increase the value of our pachinko halls as recreational spaces, improving them in both soft and hard aspects, so customers can enjoy

playing games in the comfortable environment of our pachinko halls.

Examples of Main Measures

Promoting universally designed halls for senior citizens and people with disabilities in all of our halls.

Universally designed halls Installation of barrier free restrooms and pachinko chairs that can be removed to accommodate
wheelchairs.
Reducing physical stress placed on Our halls use soundproofing materials to reduce noise. Our comfortable environments are the result of
customers constant refinements, including the installation of breeze-deflecting panels and armrests.
Our pachinko halls have rest areas where customers can read comic books, magazines and information
Providing rest spaces about their local communities. We offer these spaces as rest areas and places for local residents to
gather.

Our extensive range of prizes resembles products in a convenience store, and customers can also

Enhancing our lineup of prizes : o . )
9 potp choose prizes from a catalog. We also plan special prizes coordinated with seasonal events.

A clean environment thanks to air Our pachinko halls have air purification systems that neutralize 99% of viruses and bacteria. The
purification systems excellent air quality is one trait of our clean pachinko halls that customers can enjoy.

We have installed transparent partitions for smokers so that our customers can enjoy playing pachinko
without worrying about secondhand smoke. Each pachinko machine has transparent partitions on either
side to prevent secondhand smoke from drifting towards the players. Dust collection machines are
located at various places within our halls. We have 24 halls that are completely smoke free.

Transparent smoking partitions

DYNAM Shinrai no Mori — a new type of pachinko hall

Providing new value through DYNAM Shinrai no Mori in response to the needs of local communities for health and safety, we are exploring
concepts for new types of pachinko halls that regional societies will require in the future.

completely smoke free or fully

We have 24 halls that are either completely smoke free or fully partitioned for smokers
partitioned for smokers

As a format to revolutionize the concept of pachinko halls, the first DYNAM Shinrai no Mori

hall was opened in 2010. As of 31 March 2017, there are 24 halls in operation offering ha”s

ease of mind mainly with ¥1 pachinko and ¥5 slot machines, as well as entertainment with
more than 100 types of game machines and an extensive variety of prizes. We have installed
air purification systems that neutralize 99% of bacteria and are paying particular focus on air

quality.

Aiming for New Pachinko Halls

Dynam Co., Ltd. has established a specialist team to engage in innovation
with the aim of establishing new pachinko halls. Some DYNAM Shinrai no
Mori halls have been designated as pilot halls and we have started a new trial
focusing on people.
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@ Creation of Framework for Playing Pachinko in a Safe and Secured Environment

For anyone to be able to easily enjoy playing pachinko as everyday entertainment, it is essential that we provide spaces that are always safe and
secured for customers to play pachinko. The Group believes that assessing and improving this framework is of the utmost importance.

Measures against dependence problem

Following enactment of the Act on Promoting Development of Areas for Specified Integrated
Resort Facilities (Integrated Resort Promotion Act) in 26 December 2016, the Japanese
government held a Cabinet meeting on measures against gambling addiction and started full-
scale examination of preparing legislation. The Group has faced this social problem of
“dependence problem” and is advancing the creation of environment in which customers can
enjoy playing pachinko in safety and security.

Initiatives for customers and communities

advertising.

To prevent customers from gaming addiction in playing pachinko, we engage in the following awareness-raising
activities inside and outside the Company to notify customers of this issue.
1. We raise awareness of the issue of gaming addiction by stressing that pachinko and pachislot should be played

in moderation in commercials, newspaper inserts, direct messaging, tissue handouts and other forms of

2. Our pachinko halls are adorned with posters and stickers with contact information for the Recovery Support

Network*, which provides advice over the telephone about pachinko addiction problems.
2% The Recovery Support Network is a specified non-profit corporation for helping people with pachinko addiction problems. It provides free advice
over the telephone and recovery support services to prevent addiction problems from becoming worse. The Group assists this support network
through the Shinrainomori Association by investigating ways to solve addiction problems and providing support.

Training systems and education programs

Poster for raising awareness

Since 2014, we have invited outside experts to give lectures while holding study sessions on a regular schedule for employees to correctly
understand the issue of gaming addiction. Our internal training systems treat this issue as one of the most important topics.

In the fiscal year ended 31 March 2017, six lectures and study sessions were held. We periodically held meetings to assess the status quo
across the entire organization, drew up specific policies and action plans, and then implemented these measures.

Initiatives involving industrywide entities

.

The Group is a participating member of the Pachinko Chain Store Association and the Pachinko-Trusty Board, which holds study sessions and
conducts research into solving the issue of gaming addiction.

M Resolving the problem of children

left unattended in parked vehicles
At the Group, we patrol our parking lots as a
part of a system to warn customers about
leaving their children alone in their vehicles,
which also entails posters, streamers, and
public announcements in our pachinko halls.
In the fiscal year ended 31 March 2017, there
were no incidents of children being left in their
parent’s vehicles while they played pachinko
in our halls.

M Evacuation guides for major natural
disasters

Learning from the Great East Japan

Earthquake in March 2011, we have created

evacuation guides in the event of a major

natural disaster, and we periodically hold

evacuation drills.

H Preparations for a medical
emergency (AED equipment)

At Dynam, all of our pachinko halls have AED

equipment. We also conduct drills that

simulate what to do in medical emergencies

until an ambulance arrives.

AED

L ] ARFERKERERS
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B Compliance with laws and regulations
We are in compliance with Japanese laws relating to health and safety, advertising, labelling and privacy matter relating to services provided by the
Group.
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Social People and Communities

The Group

While growing together as local infrastructure, we aim to have a
mutually beneficial relationship with communities while advocating
the slogan of “pachinko, living with communities”.

We have embraced “pachinko, living with communities” as our slogan for depicting our *W"
corporate stance on the operation of pachinko halls. This slogan comes from the belief that
without development of towns there can be no development of the Group. As local infrastructure,
we have taken initiatives to provide places for recreation in communities, reinventing pachinko
as a form of everyday entertainment that anyone can enjoy in safety. Growing together as local
infrastructure, we aim to have a mutually beneficial relationship with communities as we give
back to society through our core business.

Contributing to Society Through Our Core Business

Through the operation of pachinko halls, our core business, the Group provides entertainment venues where local people can spend time
relaxing. We wish to be an essential part of communities by giving our customers a valuable experience filled with fun and relaxation at our
pachinko halls.

@ An Everyday Form of Entertainment that Communities Need

The Group advocates “pachinko, living with communities” while operating pachinko halls in our core
business. Our aim is to offer everyday entertainment needed by communities, while working to solve
social issues through our core business, such as promoting employment and addressing an aging
population.

W Balanced Development of Local Communities

Looking at the landscape of the entertainment industry in Japan, entertainment facilities tend to
concentrate in major metropolitan areas due to regional demographics and economic disparities. In
regional areas where there are fewer entertainment facilities than major metropolises, we think that
pachinko halls play a major role as a form of everyday entertainment. The Group has adopted a
suburban strategy as a facet of its chain store management practices, and opens halls throughout
Japan without showing a preference for a particular region.

Welcoming Local Residents to Free Hands-on Events

We held a free hands-on event at our DYNAM Shinrai no Mori halls. With the doors open to
local residents, we invited 35 people from a nearby nursing care facility, as a part of our
efforts to contribute to society. In a follow-up survey, most of the participants said that they
would like to come again, which was an extremely high compliment. We intend to plan and
conduct other events that contribute to local communities through everyday entertainment in
pachinko halls.
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M Initiatives to Promote Self-Sufficiency Among Senior Citizens

Amid a rapid aging of the population across Japan, as an operator of pachinko halls we have put in
motion initiatives responding to the needs of local communities from the perspective of welfare for
senior citizens.

The Group aims to help senior citizens lead fulfilling lives through pachinko.

le1a0s | dnoJg 8yl Jo ¥s)

Pachinko Experience Parties at Nursing Care Facilities for Senior Citizens

With the aim of contribution to each region through pachinko, we held events where senior
citizens could play Torepachi!, a type of pachinko designed for senior citizens, at facilities
such as nursing care facilities.

Torepachil is a pachinko machine specially developed by Toyomaru Sangyo, a pachinko
machine supplier for welfare training, and is expected to provide rehabilitation benefits as
participants become motivated to play these games for fun. Torepachi! makes it easier to
concentrate on rehabilitation exercises for various areas. Group employees from nearby
pachinko halls also participated in managing the pachinko hands-on events.

In addition, we entertained visitors to our pachinko halls with major game events based on
the official “Moories” characters.
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@ Promoting Regional Employment

The Group has adopted a suburban strategy as a facet of its chain store management practices, and opens halls throughout Japan without showing a

preference for a particular region.
We believe the Group should play a major role in contributing to stability in the lifestyle of local residents by offering employment opportunities at our

regional pachinko halls.

B Contributing to Local Employment
By opening halls throughout Japan without showing a preference for a particular region, the Group is able to contribute to creating employment in

various communities.

B Employees Work Only in Designated Regions

The Group has put in place a system of hiring employees to work at pachinko halls in only designated regions. Employees hired by the Group commute
from their homes to local pachinko halls, and are allowed to continue working there without being reassigned to a different region. In this way, our
employment practices are rooted in local communities.

B Extending Employment of Senior Citizens

With the aim of having senior citizens lead fulfilling lives while participating in society, in August 2016 we raised the hiring age for Group employees
from 65 to 70, and increased the maximum work age to 75 years old. Our senior citizen employees work in our pachinko halls, parking lots and
administrative positions.
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The Group

Direction of Specific Measure

As Local Infrastructure

The Group’s pachinko halls across Japan play an ongoing role as essential local infrastructure in the development of local
communities by providing human and economic assistance and we aim to continue such activities.

@ Responding to Natural Disasters and Supporting ’
Reconstruction in Affected Areas

|
With pachinko halls spread across the nation, the Group believes it is important to engage in ¥
grassroots activities tied to local communities. In particular, we believe it is essential to assist with
the reconstruction of areas affected by natural disasters. Having experienced many natural disasters,
including the Hanshin Awaji Great Earthquake, Great East Japan Earthquake, and Kumamoto
Earthquake, the Group takes action to rapidly provide assistance soon after a natural disaster strikes,
centered on the provision of disaster relief materials, volunteer activities, and monetary donations.

Our Response to the Great East Japan Earthquake

M Quick Reopening of Halls in Disaster Areas

In the wake of the Great East Japan Earthquake, the Group was forced to suspend operations at 52 pachinko halls. People in disaster-affected areas
asked us to quickly resume operations at our pachinko halls, reaffirming their important role as gathering places for people and beacons of hope for
communities. Approximately seven months after the earthquake, we fully restored operations at the pachinko halls that had been temporarily suspended
due to the earthquake, addressing the needs of local residents.

B Assistance for Reconstruction of Affected Areas

We helped with the reconstruction of areas damaged by natural disasters, providing over 10,000 relief items, sending about 1,000 volunteers, and
holding more than 100 disaster recovery events. Monetary donations from Group employees and customers were transferred to the Japanese Red
Cross and the three prefectures affected by the natural disaster (lwate, Miyagi and Fukushima). We continue assistance for reconstruction of affected
areas to this day, including support for temporary housing.

Collaboration with Sakura Line 311, a Specified Non-profit Corporation

The Group cooperates with Sakura Line 311, a specified non-profit corporation.

Sakura Line 311 aims to plant cherry trees in Rikuzentakata City, Iwate Prefecture, with one every 10 meters
along the line marking the crest of the tsunami that struck roughly 170 kilometers of coastline after the Great
East Japan Earthquake on 11 March 2011. This avenue of trees shows to future generations of people that
they should evacuate above the line in the event of another tsunami.

Agreeing with the aims of this activity, the Group volunteers to help with tree-planting events held twice a year
in the spring and autumn. As a member of the community, we will watch over these cherry trees so as to not
forget the lessons of the Great East Japan Earthquake.

& J
Our Response to the Kumamoto Earthquake and the Tottori Earthquake

Major earthquakes occurred in succession in two communities during 2016, firstly in Kumamoto in April and then in Tottori in October. The
Dynam Group has pachinko halls in these communities.

The Kumamoto earthquakes damaged five pachinko halls, but all had resumed operations within one week of the disaster.

Soon after the earthquakes, the Group mobilized to assist affected areas by providing parking spaces, temporary toilets, water, and food, and
began accepting monetary donations. The Group leveraged past experience to rapidly resume operations. Reconstruction is expected to take
time in communities where the earthquakes left their strongest mark, and the Dynam Group will continue to support rebuilding.

Similarly, following the Tottori earthquake, we donated funds to the Tottori Prefectural Government to support reconstruction. The funds were

collected from customers who visited 33 pachinko halls located within five prefectures in the proximity of the earthquake. Pachinko halls in
Tottori Prefecture are still accepting donations and we will continue to support rebuilding in Tottori Prefecture.

@ CSR Report 2017



@ Building Relationships of Trust Through Grassroots Activities

We emphasize collaboration and coordination with local communities through ongoing grassroots
activities that help the region, while communicating well with local residents.

W Grassroots Initiatives in Each Community

We help coordinate the cleaning of areas around our pachinko halls across the country, volunteer to
manage local festivals and fireworks shows, donate gifts to social welfare organizations, and help
with blood donation drives by providing space in our parking lots.

M Dialogue with Local Residents

We hold events where local residents can talk directly to the managers of our local pachinko halls.
We listen to their opinions about our pachinko halls and learn information about the region, which
are reflected in the operation of our pachinko halls.

le1a0s | dnoJg 8yl Jo ¥s)

Il Building Relationships with Landowners

When negotiating agreements on land for opening new halls with land owners, staff from the
department for developing new halls patiently explain the rent, duration and other land lease
stipulations in details, while providing an overview of the Group’s business philosophy and content.
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@ Economic Support Through Gifts and Donations to Communities
The Group provides economic assistance in the form of gifts and donations to local governments and philanthropic organizations in regions where it
operates pachinko halls, and Sports Sponsorship.

Social expenditure ™"
For the year ended 31 March 2017

Yumeya Foundation was created as a part of Yume Corporation’s CSR activities. Through the
My Fund System of the Association for the Promotion of Public Welfare, we help people who
need assistance in sound childhood development, protecting the environment, and recovering m|”

from natural disasters, while also assisting emerging countries.

Yumeya Foundation

%1 Total amount of specified donations and sports sponsorships

@ Support for Sports Activities

The Group supports sports activities as a part of its efforts to contribute to the community.

M Co-sponsorship of Squash Events
Through Dynam, we are an official partner of Japan Squash Association, helping spread the
enjoyment of squash to as many people as possible as a co-sponsor of events.

Co-sponsored September 2016 | DYNAM CUP SQ-CUBE OPEN 2017 in Shin-Yokohama
Events February 2017 DYNAM CUP SQ-CUBE OPEN 2017 in Saitama

B Co-sponsor of Figure Skating Events
Dynam supports the development of figure skating as a sport that brings excitement and inspiration

to people by helping athletes achieve their highest levels of artistic performance. “
N OG0 ST
) October 2016 ISU Grgnd Prix of Figure Skating(r) 2016/17 Skate Canada
Sponsorship International 2016
Recor i i i
ecord November 2016 IZS(;J1 6Grand Prix of Figure Skating(r) 2016/17 Rostelecom Cup

B Co-sponsor of Surfing Events i o 1;
Yume Corporation is a co-sponsor of major surfing events held by the Japan Pro Surfing Association. i

Hosted the Yumeya Surfing Games Tahara Open supported by
Hosting Record July 2016 BLUE ECO SYSTEM, a WSL Japan QS1000 x JSPA 3rd Co-
sanctioned Event

In addition, our initiatives support local children in sports and the future of all youths by helping out with girls’ soccer events in Mie Prefecture.
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The Group

Social People and Business Partners

We aim to create value from the perspective of our customers by
improving the value chain through partnerships and fair transactions
with our business partners.

The Group procures from external business partners items required to operate pachinko halls,
such as game machines, peripheral equipment and general prizes. Going beyond the internal
organizations of the Group, the operation of pachinko halls is made possible through a
comprehensive effort including external business partners.

With the intention of providing everyday entertainment to our customers, the Group aims to
create value from the customer’s point of view by improving its value chain along with business
partners through partnerships and fair transactions that comply with laws and regulations.

Practice of Supply Chain Management

The procurement of items, such as game machines and general prizes, are important transactions that directly affect business
performance. When assessing the impact of the Group’s business activities on the environment and society, we believe it is important to
take into account indirect effects, including the activities of our business partners, and make an effort to avoid or minimize unintentional
negative outcomes. While following international guidelines as well as domestic laws and regulations concerning human rights, labor and
the environment, the Group intends to constantly improve supply chain management by complying strictly with laws and regulations,
K including with business partners, and following an ethical code of conduct. j

@ Fair Transactions with Business Partners

B Major Business Partners of the Group
The Group mainly conducts business transactions with suppliers of the game machines and general -
prizes used at its pachinko halls. g
The Group buys game machines from 61 game machine manufacturers, and out of those,
transactions with top 5 game machine manufacturers account for 49.0% of the consideration of the
total transactions. For general prizes, the Group deals with 81 prize suppliers, and out of those,
transactions with top 5 prize suppliers account for 81.2% of the total number of prize makers. Out of
the top 5 game machine manufacturers the Group does business with, 2 companies are listed in
Japan. All of the above-mentioned business partners are Japanese companies.

B Conducting Sound Transactions in Compliance with Laws

Before entering into an agreement with a new business partner, the Legal Division conducts a compliance check of the business partner and looks for
any problems in its operations and history of business transactions. The legitimacy of the basic agreement with the business partner is checked, and
documentation with our corporate code of conduct is given to the business partners after contracts are signed. We also share our corporate philosophy
with the new supplier.

From an international standpoint, the Group is expected to address social issues including regional environmental pollution and the inhumane treatment
of labor, such as coerced and child labor. The Group is fully aware of these international expectations and actions prohibited by law in Japan, and will
never engage in a transaction that violates corporate ethics. We have not encountered any violations of the law, including our business partners in
Japan.

To maintain sound operations, we will continue to manage our supply chain by always engaging in sound transactions in full compliance with laws and
regulations.
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Direction of Specific Measure

Creation of Value in Business Partnerships

Concept chart

Trust

Customer needs and expectation

Suppliers . . The Group
Fair dealings

Partnership Hall
Management

Value Chain

Value Creation from the
Perspective of Customers

@ Joint Development with Business Partners

M Joint Development of Game Machines that Satisfy Customer Needs

The Group designs its own private brand game machines based on its business policy of providing everyday entertainment. Our private brand machines
offer a simple and easy-to-grasp artistic staging and do not require complicated techniques to play. Based on the massive volume of gameplay data
gathered at our pachinko halls, we develop game machines to 100% original specifications with the game machine manufacturers, and roll them out in

our halls.
So far, we have developed 56 game machines in partnership with game machine manufacturers.

H Joint Development of General Prizes

We strive to have quality general prizes ready as part of our aim to provide
everyday entertainment. We endeavor to offer services that bring our customers
happiness by including popular products and special prizes for seasonal events.
Our prize planning entails taking advantage of the planning capabilities of our
suppliers while incorporating information about customer preferences gathered
at our pachinko halls.

So far, we have developed 17 prizes in partnership with prize suppliers.
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Social People and Employees

CSR of

The Group

The Group has declared Training of Human Resources as one of its management policies. We
believe sustainable growth hinges on our efforts to raise the level of our human capital with the
aim of creating value focused on people, so we seek to enhance human resources through the
development of each and every employee’s skills, abilities, motivation, and experience in the
organization. Our employees are the wellspring of our competitive advantage. We make every
effort to maintain and improve proper work environment in accordance with laws and
regulations, so our employees can work in healthy and safe conditions.

Direction of Specific Measure

We train our Human Resources, an Essential Component of
Sustainable Growth, to Enhance their Skills and Abilities.

| 4
*

Fostering a Corporate Culture where Diverse People can

Thrive

The Group respects diversity in human resources, and believes the creation of a corporate culture where diverse people can

thrive is a driving force behind gains in corporate value.

@ Equal Employment Opportunities and Fair Compensation

At the Group, we welcome people of diverse backgrounds and respect human rights in our non-
discriminatory hiring practices, which are based on our hiring policy and corporate code of conduct.
As of 31 March 2017, the Group had a total of 17,809 employees, representing a diverse workforce
with regard to nationality, gender, age and disability. Each of our employees set their own objectives,
against which they are fairly evaluated for promotions and raises, for an open and fair human
resources system.

@ Supporting Female Employees in the Workplace

At the Group, we believe supporting women in the workplace will lead to stronger competitiveness
and higher corporate value. We aim to increase the ratio of women in new college graduate hires to
around 40%. We intend to provide more opportunities for women in the workplace by modifying our
corporate framework and the work styles of employees.

B Enhancing Support Systems

Our support system for female employees entails a mentoring system that supports women from
various angles, including mental preparation, by pairing a senior female employee (i.e., a mentor) to
a newly hired female employee (i.e., a mentee). The mentor and mentee discuss topics that may be
difficult to talk about with managers. Female employees can also find support from our internal
social network site, email, and get-together events held in each region. Both male and female
employees who are raising children can apply for shortened work hours, time off for raising children
and are discouraged from working overtime and late-night hours.

B Framework for Maximizing Capabilities of Women

‘~ \t\/\hM‘

Ratio of female employees (Numbers)*’
As of 31 March 2017

23.9-

(9,605 employees)

1 Calculated based on the Group

Ratio of women in new college

graduate hires (Numbers)*?
For the year ended 31 March 2017

30.9

(26 employees)

2¢2 Calculated based on Dynam

In 2013, our subsidiary Dynam created a team tasked with promoting ;
women in the workplace, led by a female head of the Human Resource Happy Career Committee

Development Department. The team has undertaken several initiatives that

incorporate input from women, and will expand these initiatives across the Yume Corporation holds meetings called the Happy Career
Group in the future. Committee to discuss issues related to balancing family and

work life, childbirth and child-rearing. Employees think of their
own ways to lead fulfilling career and private lifestyle.
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M Initiatives to Prepare Women for Senior Positions and Dynam Nadeshiko Project
Management

Group companies have programs that help female employees advance their At Dynam, this project aims to prepare women as candidates for
career by taking advantage of each group company’s special features. These management positions by inviting selected female employees
programs strengthen connection among female employees and encourage from pachinko halls and headquarters to learn the skills and

them to apply their own unique skills to broaden opportunities.

.

tasks required of management positions, providing opportunities
to develop advanced problem-solving skills and build personal
relationships through networking.

B Commitment to the Ministry of Health, Labor and Welfare Positive Actions

Dynam and Yume Corporation have committed to four objectives based on the Ministry of Health, Labor and Welfare’s positive action plan for advancing
women in the workplace. These four objectives are: improve workplace conditions, expand the hiring of women, help women remain employed, and
increase women in management positions. We proactively take actions on our own initiative to fix any underlying employment discrepancies between

men and women.

B Compliance with Laws Regarding Women in the Workplace, Setting Objectives

In 2016, we formulated the action plan below based on the Act of Promotion of Women’s Participation and Advancement in the Workplace (“the

Women'’s Participation and Advancement Act”).

Action Plan for the Women’s Participation and Advancement Act (from 1 March 2016 to 31 March 2018)

(1) Objective: Increase ratio of female employees to at least 40% of full-time employee hires

(2) Objective: Modify the work environment so that both male and female employees can easily take advantage of existing work-life balance

systems
(3) Objective: Train female employees with the goal of promoting them into management positions

W Designated as Company that Promotes Workplace Participation by Men

and Women
In Japan, local governments have created systems for recognizing companies with working
environment that encourage both men and women to thrive in terms of their training systems,
welfare benefit systems, work-life balance, and compliance with laws and regulations. Dynam has
received awards and certifications from one prefecture and two municipalities as one of these
companies.
We plan to apply for similar certifications in other prefectures as a part of our proactive efforts to
expand employment and training opportunities regardless of gender.

@ Promoting Employment of People with Disabilities

The Group offers employment opportunities to people with disabilities as a part of its vision of
creating a society where people can come together regardless of ability and share their
accomplishments and struggles. We employ people with disabilities, mainly through our subsidiary
Business Partners to help clean office buildings, make and sell hand-made packs under the Tanpopo
no Oka brand. A portion of these proceeds are donated to the Special Olympics Nippon Foundation
(SON).

Operation of “Asahi”, An Employment Support Facility for People with Disabilities

Business Partners started operation of “Asahi”, an employment support facility for people with
disabilities. In this facility, we continue employment support for people with disabilities in
accordance with their life stages.

Number of employees with disabilities**

As of 31 March 2017

21 8 employags

3 Calculated based on the Group in Japan
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Social People and Employees

(30}
The Group

Enhancing Human Resources’ Skills Through Training

The strength of the Group’s human resources is a reflection of its ability to train employees. We have built an innovative training
system through years of experience, a core competence that cannot be easily duplicated by rivals.

@ Three Pillars of Human Resources Training

The Group’s human resources training system revolved around three major pillars comprising education and training, on-the-job training, and the Jinsei
Daigaku (University of Life) program. By strengthening our human resources though human resources training unique to the Group, we aim to create a
driving force for value creation and sustainable growth.

Personnel Development Power

Human Resources Development

Education and Training On-the-Job Training Jinsei Daigaku (University
of Life) Program

Acquire business
knowledge (trigger for
growth)

Improve business
execution capability
(ability to perform)

Pass along corporate
culture and develop as a
person (growth as an
individual)

v

Strengthen development  Improve productivity ~ Cultivate future leaders
of human resources

B Strengthening Human Resources with Ongoing Hiring of College Graduates

We have hired a set number of new graduates, mainly college graduates as candidates for senior positions, every year since 1989, when we began to
open locations outside the Tokyo metropolitan area. We have been focusing on training these new recruits. Some of the employees that began their
career here 20 years ago have ascended the ranks and become senior department heads and managers of business sites. Moreover, 3 employees
have become directors of Dynam.

M Large-Scale Training Facilities
The Group has two large-scale training facilities in Japan where employees from across the nation can assemble at the same time for training.

Tenrei 301 Training Center

Situated in the middle of the Izu Plateau, the
Tenrei 301 training center is an optimal
environment for educational activities
surrounded by the greenery of a national
park. The recreational facilities of major
corporations are concentrated in the
surrounding area, and the streets are
beautifully arranged.

@ CSR Report 2017

Marine Pier Toyoura

This facility can accommodate more than
200 people for training and accommodation.
The building is in a prime location graced by
soft breezes, nestled between the sea and
mountains. The four seasons can be enjoyed
here year round. Marine Pier Toyoura is an
optimal environment for both training and
leisure.




B Education and Training g

Acquire Business Knowledge (Trigger for Growth)
We have developed our own unique training program, which is conducted about 300 times a year. Each training program is designed for rank and
learning outcomes, allowing employees to polish their skills and absorb knowledge through practice, evaluation and correction.

Chain Store Education
Many senior employees at headquarters from mid-tier managers on up take store management classes at seminars held by Pegasus Club, the chain

store research organization in Japan.

Cultivate future leaders
We offer future leaders program for candidates.

¢
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B On-the-Job Training

Improve Business Execution Capability (Ability to Perform)
Employees learn skills while at work through on-the-job training. Every year, a certain number of
mid-tier employees are reassigned to the Human Resources Development Department to work as
trainers for newly hired employees, helping new recruits learn the skills they need to perform on a
face-to-face basis.
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Clarification of Objectives and Achievements in Work Certification System

We have a framework in place for employees to set their own objectives for self-improvement, and
use a work certification system that clarifies the knowledge, experience and skills necessary for each
work position. We offer a full range of support training, from training for passing promotion exams
for higher-ranked positions to follow-up training after a promotion is received.

M Jinsei Daigaku Program F

Pass along corporate culture and develop as a person (growth as an individual)

Jinsei Daigaku (University of Life Program) is a unique educational program designed to convey the
corporate culture of the Group. Employees from different departments, ranks and age groups live
under the same roof for a while, reading books and engaging in group discussions. While reaffirming
our corporate philosophy and vision, employees reflect on their own career plans. Through this
process, our corporate culture, nurtured over many long years, is passed down and instilled in each
and every employee.

Focus on People N

Creating workplaces where our corporate culture is disseminated
throughout the Group is a driving force for corporate growth

One of Dynam’s strengths is the ability of its employees to share objectives. Once everyone decides to do
something, the entire workforce moves in unison with speed toward achieving the objective. This ability is an
outcome of the 20-plus years of training at Jinsei Daigaku Program. By revisiting our vision and embracing our
corporate philosophy, employees become more accustomed to our corporate culture by aligning the trajectory of
their lives with our corporate vision. That is why everyone here is able to nimbly modify their direction when the
Company changes track.

The key to taking our next step forward is training human resources at business sites that are the closest to our
customers, so that our employees can truly engage in the entertainment of our customers. We ask our employees General Manager

to consider on their own what they can do for the Company, our pachinko halls and the local community, with the Department of Human

aim of developing human resources able to take action as the main creators of value. We are also accelerating Bgﬁgﬁzces LA EILAL
efforts tolsupport women in thelworkplace. Wfa aim to increase the percentage of female employees and create a Haruko Mochizuki
work environment more conducive for women'’s success.
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Social People and Employees
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The Group

Creating a Business Environment that Facilitates Work

We intend to create a work environment where anyone can work without hindrance, believing it necessary to improve employee
satisfaction and help them maintain a healthy body and mind to invigorate the corporate organization and fully leverage the abilities of
every single employee.

@ Work-Life Balance and Optimizing Work Styles Ratio of employees returning to
work after childcare leave™*
We take a flexible approach to accommodating the life stages and family structure of each employee, For the year ended 31 March 2017

to fully leverage their abilities as human resources. The Group aims to be a place where employees,
without regard to gender, can find a balance between work and their families, including marriage,
childbirth, child-rearing and caring for their parents. Through various systems and work environment B 0/0

updates, we encourage our employees to strike an appropriate work-life balance. 4 Gt based on the Group

B Action Plan for Act on Advancement of Measures to Support Raising Next-Generation Children
Based on the Act on Advancement of Measures to Support Raising Next-Generation Children, which was enacted in 2015, the Group has formulated
and implemented the following action plan.

Action Plan for Act on Advancement of Measures to Support Raising Next-Generation Children (1 February 2015-31 March 2017)

(1) Objective: Encourage employees to take maternity and paternity leave for raising children after childbirth.
(2) Objective: Make it easier for employees to take advantage of the existing special vacation systems.
(3) Objective: Encourage employees to use up their annual paid vacations.

B Enhancing Balance Support Systems

The Group has put in place work-life balance systems that go beyond the requirements of laws and

regulations. We encourage employees to use all of their annual paid vacation through policies

allowing six straight days off and memorial breaks. We also let employees work shorter hours so

they can take care of toddlers up until they enter elementary school, and offer nursing care leave for .
parents until their children have finished their final year of elementary school. ‘e

.

B Improving Productivity by Managing Work Hours = = -
In addition to these systems, on a companywide scale, we focus on improving the performance of ‘. .y
every single employee during their work hours by reassessing how they work. Such work ' %

improvements have also led to a reduction in work hours. Improving work procedures within the
constraints of an employee’s work hours on a companywide scale also has had the added benefit of
preventing excessive work, such as discouraging employees from working overtime without
compensation and cutting down on overtime work.

B Reducing Employee Workload by Upgrading Hall Equipment

To reduce the amount of detail work performed manually by employees, such as equipment maintenance, we prioritize use of maintenance-free
equipment in our pachinko halls to the extent possible. Reducing the workload of employees allows them to interact more with customers and focus on
more productive work.

@ CSR Report 2017



@ Promoting Health-Focused Management

The Group is aware that employee health is the starting point for everything else and engages in health-focused management by fostering a culture that
puts employee health first in all considerations. The Group maximizes the utilization of external resources, such as the Kantoh Hyakkaten Health
Insurance Society of which it is @ member, as well as providers that specialize in health consultations. We proactively take steps to promote health
through internal and external collaboration.

B Health Management Initiatives for All Employees

All employees are required to have periodic health checkups. In the fiscal year ended 31 March
2017, 97.8% of our employees took health examinations, and we aim for a 100% health checkup
ratio. Employees whose test results are less desirable than normal meet with our in-house
healthcare professionals for guidance on how to improve their lifestyles. Moreover, we focus on
creating an environment that prioritizes health, such as by encouraging employees to quit smoking.

le1o0s | dnoJg 8yl Jo ¥SH

M Body and Mind Health Advice Service

With regards to mental health, the DYNAM Group Consultation Office has special nurses on staff to
provide health advice while coordinating with external mental health organizations to protect
individual privacy. The EAP Consultation Office is also available to employees for mental health care.
Our employees undergo periodic stress checks, and can take advantage of systems to help manage
their stress.
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@ Safe Work Environment
The Group makes every effort to prevent and reduce occupational accidents through its own rules for safety and hygiene management, with the aim of
improving safety in the workplace.
Work-related injuries severity rate™®
B Measures to Prevent Occupational Injuries and Counter Excessive Work For the year ended 31 March 2017
We fulfill our obligation to file reports about work injuries, and management effectively analyzes the
situation and causes of work-related injuries using this information to prevent recurrence. To prevent
any adverse health issues arising from employees working long hours, we focus on counting work m
hours and take steps to prevent excessive work on a companywide scale.

%5 Calculated based on the Group in Japan
The work-related severity rate is calculated by the number of
lost work days divided by total working hours
multiplied by 1,000. This indicates the severity of labor
accidents.

@ Dialogue with Employees

In 1998, the DYNAM Union was formed as the first labor union in the pachinko industry. Since then,
the Group has continued to hold talks with the labor union with the aim of creating a healthy work
environment.

B Self-Assessment System

Once a year, full-time employees and designated-region employees write a self-assessment report, Number of labor-management meetings held*®
covering work conditions and individual issues. Each employeg reflects on their own career plan and For the year ended March 2017

reassesses their goals. By understanding the unique situation of each employee, we are able to

more effectively train and allocate human resources. 2 8
times

B Discussions with Managers

Once every six months, we create opportunities for managers and their employees to discuss )

matters, such as setting goals and providing feedback about human resources evaluations. As work Number of Work Environment Improvement
) ) " . ! . Committee meetings held*”

issues are identified, managers motivate their employees to perform at the best of their abilities. For the yoar ended March 2017

M Creating a Healthy Work Environment Based on Talks with Labor Union

Through periodic meetings, the DYNAM Union facilitates discussions between management and J[”’nes
employees for the purpose of maintaining a healthy work environment. The Work Environment

Improvement Committee was established to solicit employees’ opinions for creating systems not

mandated by laws or regulations, reducing overtime work hours, and encouraging the use of paid
vacation.

%8, 7 Calculated based on the Group in Japan

B Compliance with laws and regulations

We are in compliance with Japanese laws related to labour, including but not limited to compensation and dismissals, recruitment and promotion
working hours, rest periods, equal opportunity, diversity, anti-discrimination and other benefits and welfare; safety working environment and protecting
employees from occupational hazards.
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CSRLof Social People and Shareholders and Investors

The Group

By returning value to shareholders, we strive to meet the
expectations of our shareholders while engaging in faithful and
highly transparent communications with our shareholders and
investors.

The Group believes maximizing corporate value will ultimately lead to the satisfaction of
shareholder and investor.

To build relationships of trust with our shareholders and investors, we proactively engage in
Investor Relations (IR) activities in line with management policies and rules for information
disclosure as outlined in our Charter of Corporate Behavior. Through these activities, we seek to
convey the activities of the entire Group to our shareholders and investors accurately.

We focus on meeting shareholder expectations by continuing to return value to shareholders
through the reliable payment of dividends as a basic policy.

Direction of Specific Measure

Highly Transparent Communication through Information
Disclosure

The Group has been engaged in proactive information disclosure from even before its listing on the Hong Kong Stock
Exchange and has continued to build relationships of trust with shareholders and investors by enhancing the
transparency of management.

\_

@ Proactive Development of Investor Relations Activities

The Company holds results briefings twice a year in Hong Kong and Tokyo for financial analysts and
institutional investors. We also entertain requests for follow-up interviews and small meetings at any
time, while also inviting foreign investors to Japan for explanatory meetings and tours of our
facilities. Management continues to engage in direct communications with investors by participating
in conferences for individual investors that are sponsored by securities firms in Japan.

Key IR Engagements (Fiscal Year Ended 31 March 2017)

Results briefings 2 times (in Hong Kong and Tokyo), once for full-year
results and once for interim results

Meetings with individual investors 9 times

Meetings with foreign investors 5 times (Held in Tokyo, Osaka, Sapporo and Fukuoka)

@ Top Management Participation in IR Activities

Opportunities are created for top management to explain the Company’s performance and forward-
looking strategies directly to institutional investors and financial analysts, when we make
announcements for the annual results and interim results twice a year.

In addition, we aim to deepen the public's understanding on the Company through dialogues with
financial analysts and the news media in small meetings where top management, directors in charge
of various departments, and executive officers explain our operations.

@ Communication with Shareholders and Investors

We take special care to promptly and fairly disclose information while proactively disseminating A -
information. To disseminate IR information from the standpoint of fair disclosure promptly and D fJ’i o 0 - le
openly, we have created an IR section on our website to publish earnings results, financial data and — = & g - e
other information in English, Japanese and Chinese. ‘.‘ = 5{ -
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Direction of Specific Measure

Meeting Shareholders’ Expectations through Returns to
Shareholders

Management believes in the importance of returning to shareholders some of the profits generated through the
Group's business activities. By providing a reliable stream of cash returns to shareholders, we hope to meet their
K expectations and build relationships of trust. J

@ Consistent Payment of Stable Dividends

The Company focuses on the consistent payment of stable dividends as its basic policy for distributing profits to shareholders.
For the fiscal year ended 31 March 2017, we decided to distribute a year-end dividend of ¥6 per share in accordance with our stable dividend

policy.
Combined with the interim dividend of ¥6 per share, the total annual dividend is ¥12 per share for a dividend payout ratio of 98.8%.
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Dividend per share and dividend payout ratio

¥ Dividend per share —@— Dividend payout ratio (%)
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Selected for Inclusion in the Hang Seng Foreign Companies Composite Indexes on the Hong Kong Stock Exchange

Since 2013, the Company’s shares have been selected for inclusion in the Hang Seng Foreign
Companies Composite Indexes (HSFCCI) on the Hong Kong Stock Exchange.

The HSFCCI consist of stocks with average annual market capitalizations of at least HK$3.0
billion selected from among the foreign securities traded on the Hong Kong Stock Exchange.
As of 31 March 2017, 13 foreign stocks, including the Company, have been selected for
inclusion in HSFCCI.
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Governance | Qverview of Our Corporate Governance

CSR of
The Group

The Group Corporate Governance System for Our Sustainable Development

The Group has built a corporate governance system to appropriately manage decision-making and execution of duties as a
corporate enterprise.

We believe that meeting the expectations of various trusted associates (stakeholders), such as local communities, business
partners, employees, shareholders, and investors, through appropriate decision-making and execution of duties will raise the
Company’s value for each of these people, which will drive comprehensive enhancement of our corporate value.

AGM
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Nomination Remuneration Audit Committee Management Business Reporting
Committee Committee Strategy Meeting Meeting

Principal 5 Committees

Group Assets Management and Valuation Committee
Group Internal Control Committee

Group Personnel Committee

Group Financial Statement Committee

Group Legal Committee

@ Institutional Design

As an institutional design, the Group has chosen to become a company with a nomination committee, etc., and has established three committees:
the Nomination Committee, the Remuneration Committee, and the Audit Committee.

The Group has also adopted an executive officer system to clarify management decision-making and supervisory functions, and execution of duty
functions. Decision-making and supervisory functions are conducted by the Board of Directors and the individual directors who comprise the
Board, while the execution of duties is conducted by executive officers.

Execution of duties at Group companies and items for discussion are reported on and discussed at business report meetings.

A system is in place whereby progress on duties and matters to be addressed for each specific function are reported and discussed at the
management strategy meeting and its five main subcommittees.

For details of the Group’s corporate governance, please refer to the Corporate Governance Report section in the Annual Report.
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Total Risk Management Structure

Each company of the Group independently manages the risk of its operational execution. Meanwhile, the Group has established the Group Risk
G Management Committee. This Committee takes initiatives from a Group-wide perspective to resolve issues related to risks of the overall Group.

Total Risk Management (Concept Chart)

The Group Internal Control Committee

Propose and report T l Decide

The Group Risk Management Committee

@ Analyze and evaluate compliance, information security, major natural
disasters and other critical risks from a Group-wide perspective
@ Optimize and reinforce the Group’s risk mitigation policy

Implement measures within
Propose and report the Group, such as risk prevention
advice, training, monitoring

Group companies

Risk management optimized to business of each company

B Initiatives Taken by the Group Risk Management Committee

The Group has established a Group Risk Management Committee, a committee set up under the Group Internal Control Committee, to
strengthen the risk management of the overall Group. The Group Risk Management Committee analyzes and evaluates compliance,
information security, large-scale disasters, and other important risks from the vantage point of risks against the overall Group. It also
strives to strengthen measures against risks from the perspective of the optimization of the Group.

B Crisis Management

In addition to the initiatives that are designed to prevent the occurrence of risks, it
is also important for a company to develop crisis management to deal with a crisis,
should it take place. The Group has established a structure in which the Group Risk
Management Committee can promptly make decisions, provide information and take
specific steps even at a time when a crisis takes place. The basic policy of crisis
management is to place the priority on the safety and confidence of customers and
other partners in trust, take steps to prevent the reoccurrence of risks, and maintain
relevant records.
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B Prepare and practise BCP to enable response during emergencies

Over the past few years, Japan has experienced natural disasters with greater frequency, including a massive earthquake.

In the event of a crisis situation, establishing a framework to practice our BCP (business continuity plan) is an issue designed to
minimize damage to our business assets and enable continuation of core operations or restoration of them as quickly as possible.

Ensuring a BCP can be implemented in an emergency is an urgent issue.

The Group Risk Management Committee takes the lead in keeping manuals up to date and periodically conducting training to keep the
entire Group in a state of readiness.

@ Set up an emergency response center, quickly gather information and respond appropriately to the
situation

99ueusdan0y | dnoig ay] Jo 4SO HrAd

In the fiscal year ended 31 March 2017, some of our pachinko halls were damaged in the April 2016 Kumamoto Earthquake and the October 2016 Tottori Earthquake.
Immediately after these major earthquakes, we set up an emergency response center to accurately assess the damage. We then examined and discussed what
measures needed to be taken, and quickly moved to the implementation stage. We were able to resume operations within one week and provide assistance to people in
regions affected by the natural disasters.

El
=
=
=
<D
w
=
=
X
(%]
=
=
I
=3
o
«
[}
3
@
=
=t

@ Backup plan for our data centers

The Group has its own data centers that house servers, networking equipment and other IT equipment. By having data centers with identical functions in two locations
in Japan, we are able to maintain a network that is constantly backed up in case of an emergency.

@ Alternative facility for headquarters functions

The Group keeps up-to-date disaster manuals and conducts emergency response center training so that in the event of headquarters functions being impaired, our
offices in other region can take over as an alternative headquarters and function as an emergency response center.

@ Emergency communications network for all employees

In the event of a major earthquake, we have put in place an automated safety confirmation system as a part of our Disaster Communications System for employees
working in regions susceptible to an earthquake with an intensity of lower 6 on the Japanese scale of 7. Four times a year, we conduct training on the safety
confirmation system based on various emergency scenarios through the Disaster Communications System.

B strengthening risk financing

The Group is aware of the importance of risk financing as a capital reserve in the event of losses stemming from the materialization of
risks in an emergency situation.

@ Commitment line of ¥15,000 million for earthquake response

Dynam has a commitment line agreement with a syndicate of banks for use in the event of an earthquake. Under a traditional commitment line, there were some
lingering concerns about being able to secure funds, because financial institutions could invoke an exception clause for major natural disasters. By obtaining a
commitment line specifically for use after an earthquake, we have a method for rapidly raising funds within the framework of the agreement in the event of an
earthquake or other natural disaster.

This commitment line is a revolving credit facility with an upper limit of ¥15,000 million.
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Initiatives for Compliance

We take steps to develop organization and a corporate culture that prioritize compliance, to ensure that it meets the expectations
G of customers and society and fulfills its corporate social responsibilities.

I The Group Charter of Corporate Behavior represents the corporate behavior and commitment
that are shared by all employees.

The reason for existence of a company is to achieve sustainable growth in line with the expectations of stakeholders, including
shareholders, managers, employees, partners, financial institutions and customers, and to achieve a scale and a level of reliability that
enable it to contribute to society. All employees of the Group share this principle.

To ensure that it can continue to conduct its business without compromising that trust, the Group has adopted new internal control

systems to improve its operations. These systems also continually clarify and eliminate factors that have the potential to lead to
misconduct or violations of laws and regulations.

B Compliance Promotion Structure Rooted in Actual Operation

A Group Internal Control Committee has been established to develop and manage a structure that promotes compliance from an inter-
Group perspective.

The Group Internal Control Committee examines policies related to the Group’s compliance management and execution plans of
internal control, and monitors progress in the development of compliance and internal control structures.

Structure of Compliance Promotion Compliance Promotion Cycle
m Corporate
Ethics

Group Internal
Control Committee

- Training and
' ‘ Confirmation Enlightenment
Corporate Ethics Whistleblowing

Group Charter of - Group Hotline i
Corporate Behavior Execution
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B Establishing a hotline to identify promptly and solve issues

In principle, employees of the Group are to report and consult with their managers when they become aware of activities that violate the Group
Charter of Corporate Behavior. However, to promptly identify and solve such issues that are difficult to report or consult internally, a DYJH Group
Hotline (a whistleblowing system) has been established using an external law firm and is available to all Group companies.

Not only the Group’s employees, but also other workers, such as dispatched workers and contractors, as well as all family members of the
employees, including those of dispatched workers, are encouraged to use the hotline to report activities that violate the Group Charter of
Corporate Behavior or that may potentially create problems in the future.

Each issue that is presented through the hotline is examined by attorneys and the departments of the Group companies in charge, while carefully
protecting the privacy of all related parties. If any particular problems are found, those in charge will take actions such as issuing improvement
orders, and confirm later that the problems have been resolved and that full measures to prevent any recurrence have been carried out. They
also report the matter to the Audit Committee.

B Protection of Whistleblowers

As the Group established a hotline, under its internal rules, it prohibits whistleblowers from being treated unfairly. It has also established
Whistleblowing Rules that state such obligations as following up on whistleblowers after the incidents to thoroughly enforce the rules for
protecting whistleblowers.

Flow of Handling of the DYJH Group Hotline

Confirmation of the facts
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I Thorough Implementation of Fair Business Activities

The basic premise of the operations of the Group is to comply with laws and regulations, including the Law on Control and Improvement
of Amusement Business (the Amusement Business Law), and to carry out fair business activities. Accordingly, the Group has developed
operating manuals for its operation sites, and revises and manages these manuals to respond to revisions in laws and changes in the
business environment.

The Group also strives to ensure that all halls nationwide comply with the related laws and regulations by establishing information sites
related to regulations concerning sales methods and advertising restrictions, and publishing guidelines.

Moreover, the Group makes its best efforts to raise awareness and knowledge about compliance by publishing Rules on Compliance with
the Anti-Monopoly Act, Rules on the Prevention of Unfair Competition Concerning Trade Secrets, Rules on the Prevention of Insider
Trading, and other rules on the internal intranet site.

B Pronibition of Bribery and Other Activities to Ensure the Transparency of Business Activities

The Group confirms in the Group Charter of Corporate Behavior that the Group will develop legally, socially, and ethically sound,
reasonable, and equal relationships with business partners to ensure that it can economically grow together with its business partners
and in compliance with laws and regulations on prevention of bribery, extortion, fraud and money laundering. Furthermore, the Group
prohibits its employees from receiving or offering entertainment or gifts from or to organizations, companies, individuals, or any other
parties, and ensures that they maintain a sound and transparent relationship with such parties in compliance with laws and regulations.
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Report Disclosure Indexes

Hong Kong Stock Exchange

Environmental, Social and Governance Reporting Guide (Appendix 27 of Listing Rules)

Core Issues General disclosure / Index

Policies relating to air and greenhouse gas emissions discharges into water and

a land, and generation of hazardous and non-hazardous waste. 21-24
General disclosure Compliance with relevant laws and regulations that have a significant impact on
b the issuer relating to air and greenhouse gas emissions discharges into water and 24
land, and generation of hazardous and non-hazardous waste.
Al The types of emissions and respective emissions data. 21-22
Greenhouse gas emissions in total (in tonnes) and where appropriate, intensity
A1.2 . X o 22
A1. Emissions (e.g. per unit of production volume, per facility).
Total hazardous waste produced (in tonnes) and where appropriate, intensity (e.g.
A1.3 . ) . Note 1
nd per unit of production volume, per facility).
ndex
Total non-hazardous waste produced (in tonnes) and where appropriate, intensity
Al.4 ) . " Note 1
(e.g. per unit of production volume, per facility).
Al5 Description of measures to mitigate emissions and results achieved. 21-24
Description of how hazardous and non-hazardous wastes are handled, reduction
A1.6 - B 21-24
initiatives and results achieved.
. Policies on the efficient use of resources, including energy, water and other raw 14-15,
General disclosure )
materials. 21-24
A2 Direct and/or indirect energy consumption by type (e.g. electricity, gas or oil) in 21-94
' total (kWh in '000s) and intensity (e.g. per unit of production volume, per facility).
Water consumption in total and intensity (e.g. per unit of production volume, per
A2.2 - Note 1
A2. Use of resources facility).
Index A2.3 Description of energy use efficiency initiatives and results achieved. 21-22
Description of whether there is any issue in sourcing water that is fit for purpose,
A2.4 o PN ) 21
water efficiency initiatives and results achieved.
Total packaging material used for finished products (in tonnes), and if applicable,
A2.5 X X N/A
with reference to per unit produced.
. Policies on minimising the issuer’s significant impact on the environment and 14-15,
General disclosure
A3 The environment natural resources. 21-24
" and natural resources inti ianifi i Wit i
Index A3 Description of the significant impacts of activities on the environment and natural 91-04

resources and the actions taken to manage them.

Workpace Quality
Policies relating to compensation and dismissal, recruitment and promotion,
a working hours, rest periods, equal opportunity, diversity, anti-discrimination, and 40-41
other benefits and welfare.
General disclosure Compliance with relevant laws and regulations that have a significant impact on
B1. Working conditions b the issuer relating to compensation and dismissal, recruitment and promotion, 37

working hours, rest periods, equal opportunity, diversity, anti-discrimination, and 40-41
other benefits and welfare.

B1.1 Total workforce by gender, employment type, age group and geographical region. 36-37

Index
B1.2 Employee turnover rate by gender, age group and geographical region. Note 1
a Policies relating to a safe working environment and protecting employees from 41
occupational hazards.
General disclosure Compliance with relevant laws and regulations that have a significant impact on
b the issuer relating to a safe working environment and protecting employees from M
B2. Health and Safety occupational hazards.
B2.1 Number and rate of work-related fatalities. 4
Index B2.2 Lost days due to work injury. Note 1
B23 Description of occupational health and safety measures adopted, how they are 40-41

implemented and monitored.
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Core Issues General disclosure / Index Page
General disclosure Policies on improving employee; lklnowledge and skills for discharging duties at 38-39
work. Description of training activities.
Development B3.1 The percentage of employees trained by gender, employee category (e.g.
B3. L B3.1 . . Note 1
and Training nd senior management, middle management, etc.).
ndex
B30 The average training hours completed per gender, employee by employee Note 1
category.
a Policies relating to preventing child and forced labour. Note 2
General disclosure b Compliance with relevant laws and regulations that have a significant impact on Note 2
the issuer relating to preventing child and forced labour.
B4. Labour Standards
Description of measures to review employment practices to avoid child and forced
B4.1 Note 2
Index labour.
B4.2 Description of steps taken to eliminate such practices when discovered. Note 2
Operating Practice
General disclosure Policies on managing environmental and social risks of the supply chain. 34-35
Supply Chain B5.1 Number of suppliers by geographical region. 34-35
Management Index Description of practices relating to engaging suppliers, number of suppliers where
B5.2 ) O ) . 34-35
the practices are being implemented, how they are implemented and monitored.
Policies relating to health and safety, advertising, labelling and privacy matters
a . : . 26-29
relating to products and services provided and methods of redress.
General disclosure Compliance with relevant laws and regulations that have a significant impact on
b the issuer relating to health and safety, advertising, labelling and privacy matters 29
relating to products and services provided and methods of redress.
Percentage of total products sold or shipped subject to recalls for safety and
B6.1 health reasons NiA
B6 Product :
*  Responsibility Number of products and service related complaints received and how they are
B6.2 . Note 1
dealt with.
Index Description of practices relating to observing and protecting intellectual property
B6.3 ) Note 1
rights.
B6.4 Description of quality assurance process and recall procedures. N/A
Description of consumer data protection and privacy policies, how they are
B6.5 . . Note 1
implemented and monitored.
a Policies relating to bribery, extortion, fraud and money laundering. 48-49
General disclosure Compliance with relevant laws and regulations that have a significant impact on
b ) ) . ) ) 48-49
the issuer relating to bribery, extortion, fraud and money laundering.
B7.  Anti-corruption 871 Number of concluded legal cases regarding corrupt practices brought against the NIL
nd ' issuer or its employees during the reporting period and the outcomes of the cases.
ndex
Description of preventive measures and whistle-blowing procedures, how they are
B7.2 . . 48-49
implemented and monitored.
Community
Policies on community engagement to understand the needs of the communities
" ) ) - . ) ) 16-17,
General disclosure where the issuer operates and to ensure its activities take into consideration the 30-33
Community communities’ interests.
B8. . - : ;
investment Focus areas of contribution (e.g. education, environmental concerns, labour
B8.1 30-33
Index needs, health, culture, sport).
B8.2 Resources contributed (e.g. money or time) to the focus area. 30-33
Notes:
1. We consider upgrading disclosure of information and statistics for this item as necessary in light of materiality of its impact on environment, society and our business.
2. From an international standpoint, the Group is expected to address social issues including regional environmental pollution and the inhumane treatment of labor, such as coerced and

child labor. The Group is fully aware of these international expectations and actions prohibited by law in Japan, and will never engage in a transaction that violates corporate ethics. We
have not encountered any violations of the law, including our business partners in Japan.
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Report Disclosure Indexes

GRI G4 Sustainability Reporting Standards

No. Page/Omissions No. Page/Omissions
Strategy and Analysis G4-42 14-15
G4-1 Annual Report G4-43 16-17, 42-43
G4-2 Annual Report G4-44 Annual Report
G4-3 10, 58 G4-46 Annual Report
G4-4 Annual Report G4-47 46-47 Annual Report
G4-5 58 G4-48 15,45
G4-6 10 G4-49 Annual Report
G4-7 Annual Report G4-50 N/A
G4-8 Annual Report G4-51 Annual Report
G4-9 6-9, 10 Annual Report G4-52 Annual Report
G4-10 8-9 G4-53 16-17, 42-43
G4-11 36-41 G4-54 N/A
G4-12 34-35 G4-55 N/A
G4-14 46-49 G4-56 14-15
G4-15 N/A G4-57 48-49
G4-16 N/A G4-58 48-49
G4-17 Annual Report G4-DMA 12-13,18-19
G4-19 12-19 Economic Performance
G4-20 12-19 G4-EC1 Annual Report
G4-21 34-35 G4-EC2 N/A
G4-22 N/A G4-EC3 Annual Report
G4-23 N/A G4-EC4 N/A
G4-24 16-17 G4-EC5 36-41
G4-25 16-17 G4-EC6 N/A
G4-26 16-17 Indirect Economic Impacts
G4-27 16-17 G4-EC7 N/A
G4-28 4 Procurement Practices
G4-29 4 G4-EC9 30-33
G4-31 58 Energy
G4-32 N/A G4-EN3 21-24
G4-33 18 G4-EN4 21-24
G4-34 45 Annual Report G4-EN6 21-24
G4-35 15, 45 G4-EN7 21-24
G4-36 15 Water
G4-37 15,18-19 G4-EN8 N/A
G4-38 45 Annual Report G4-EN9 N/A
G4-39 Annual Report G4-EN10 N/A
G4-40 Annual Report Biodiversity
G4-41 Annual Report G4-EN11 N/A
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No. Page/Omissions

Page/Omissions

G4-EN12 N/A
G4-EN13 N/A G4-LA16 N/A
G4-EN14 N/A
e L e—
G4-EN15 N/A G4-HR1 N/A
G4-EN16 21-24 G4-HR2 36-41
G4-EN18 Note 1 G4-HR3 N/A 48-49
G4-EN20 N/A G4-HR4 N/A Note 2
G4-EN23 Note 1 G4-HR6 34-35 Note 2
G4-EN24 N/A Society
G4-EN25 N/A
G4-EN26 N/A G4-S01 16-17, 30-33
G4-EN28 21-24 Note 1 G4-S03 48-49
G4-EN29 N/A G4-S05 N/A
_Suwplior Environmental Assessment _______ Complance
G4-EN32 34-35 Note 1 G4-S08 N/A
Labor Practices and Decent Work G4-S09 34-35
G4-S010 N/A

G4-LA1 36-41 Product Responsibility

G4-LA2 Note 1

G4-LA3 36-41 G4-PR1 26-29

G4-LAS 36-41 G4-PR4 N/A

G4-LA6 36-41 G4-PR5 26-33

G4-LA8 36-41 G4-PR6 N/A

G4-LA10 36-41 G4-PR8 N/A

G4-LA12 36-41 Notes

G4-LA13 36-41 Recossary inghLof materilty o1 5 impacton enonment,soiaty and ur busnss.
_ 2. From an international standpoint, the Group is expected to address social issues

G4-LA14 34-35 including regionallenvironmental pollut‘ion and the inhumane.treatmgnt of labor, spch

as coerced and child labor. The Group is fully aware of these international expectations
G4-LA15 N/A and actions prohibited by law in Japan, and will never engage in a transaction that

violates corporate ethics. We have not encountered any violations of the law, including
our business partners in Japan.
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Definitions

Definitions

In this CSR Report, unless the context otherwise requires, the following words and expressions shall have the following meanings.

::AGM“

annual general meeting of the Company

“Annual Report”

annual report of the Company for the financial year ended 31 March 2017 published on
29 May 2017

“Audit Committee”

audit committee of the Company

“Beijing GEO”

Beijing GFO Coffee Co., Ltd.* (At R = ZBUUIBEAS IR /2 7)), a company incorporated in
the PRC on 4 August 2004 incorporated with limited liability. Beijing GEO is a subsidiary
held as to 100% through Dynam Hong Kong by the Company (registration number
110000410209201)

“Board” or “Board of Directors”

the board of Directors of the Company

“Business Partners”

Business Partners Co., Ltd.* (kX242 X X/ N— k +—X), a stock company
(kabushiki-gaisha 1 =\ £ #t) incorporated in Japan with limited liability under the
Companies Act on 11 January 2011 (registration number 0115-01-017394)

“Cabin Plaza”

Cabin Plaza Co., Ltd.* (fkxN &4+ > 75 H), a stock company (kabushiki-
gaisha k=4 L) incorporated in Japan with limited liability under the Companies Act
(registration number 3800-01-019664) on 25 May 1988. Cabin Plaza is a wholly-owned
subsidiary of the Company

“Chief Executive Officer”

chief executive officer of the Company
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“Company”

DYNAM JAPAN HOLDINGS Co., Ltd.* (RNt Z A+ LT v I\ R—)bT 1 >
%' A), a stock company (kabushikigaisha 1% =X, 4t) incorporated in Japan with limited
liability under the Companies Act on 20 September 2011 (registration number 0115-01-
017114)

“Director(s)”

the director(s) of the Company

“Dynam”

DYNAM Co., Ltd.* (k=2 4t 4 1 7 L), a stock company (kabushiki-gaisha k=2
#1) incorporated in Japan with limited liability under the Companies Act on 25 July 1967
(registration number 0115-01-007357). Dynam is a wholly-owned subsidiary of the
Company

“Dynam Business Support”

Dynam Business Support Co., Ltd.* (Rt Z A FLEI R XY R—1), a
stock company (kabushiki-gaisha 4% =\, £ %) incorporated in Japan with limited liability
under the Companies Act on 1 April 2013 (registration number 0115-01-010575).
Dynam Business Support is a wholly-owned subsidiary of the Company

“Dynam Hong Kong”

Dynam Hong Kong Co., Ltd.* (K&4F9 %48 R /2 7)), a stock company incorporated in
Hong Kong with limited liability on 7 January 2013 (registration number 1848306).
Dynam Hong Kong is a wholly-owned subsidiary of the Company

“Erin International”

Erin International Co., Ltd., a company incorporated in Mongolia with limited liability on 30
May 2003 (registration number 9019015133). As at the date of this Annual Report, Erin
International is held as to 87.61% by the Company through Dynam Hong Kong
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Definitions

Definitions

“general prize”

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

“Genghis Khan”

Genghis Khan Travel Co., Ltd.* (Fk=\, &4 F > F X/ \— 2/ 1k77), a stock company
(kabushiki-gaisha #k =X #L) incorporated in Japan with limited liability under the
Companies Act on 13 November 2003 (registration number 0115-01-010593)

“G-prize”

a decorative plastic card with a small embedded piece of gold or silver or a small coin-
shaped pendant of gold or silver

“gross pay-ins”

the amount received from pachinko balls and pachislot tokens rented to customers less
unutilized balls and tokens

“gross payouts”

the aggregate costs of G-prizes and general prizes exchanged by customers for pachinko
balls or pachislot tokens collected at halls

“Group” or “DYJH Group”

the Company and its subsidiaries at the relevant time

“high playing cost halls”

our hall type primarily featuring high playing cost machines and mainly operating under
the brand of DYNAM and including Yume Corporation halls and Cabin Plaza halls

“high playing cost machines”

pachinko machines with a playing cost of 4-yen per pachinko ball and pachislot machines
with a playing cost of 20-yen per pachislot token
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“Hong Kong”

The Hong Kong Special Administrative Region of the PRC

“Hong Kong Stock Exchange”

The Stock Exchange of Hong Kong Limited

“Japan Real Estate”

Japan Real Estate Co., Ltd.* (v /XU 7V T AT A k£ 4t), a stock
company (kabushiki-gaisha %=\ L) incorporated in Japan with limited liability under
the Companies Act on 4 September 2001

“Kanto Daido”

Kanto Daido Selling Co., Ltd.* (¥ =\ &4 BIER KR ARF5), a stock company (kabushiki-
gaisha ¥k =\ £ %) incorporated in Japan with limited liability under the Companies Act
on 22 January 1992 (registration number 0105-01-002705)

“Listing Rules”

the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange (as
amended from time to time)

“low playing cost halls”

our hall type primarily featuring low playing cost machines and mainly operating under the
brand of Yuttari Kan and Shinrai no Mori, and including Yume Corporation halls and Cabin
Plaza halls

“low playing cost machines”

pachinko machines with playing costs less than 4-yen per pachinko ball and pachislot
machines with playing costs of less than 20-yen per pachislot token

“Nihon Humap”

Nihon Humap Co., Ltd.* (kX234 A7 2 7w ), a stock company (kabushiki-
gaisha #E =\ £ %) incorporated in Japan with limited liability under the Companies Act
on 1 November 1982 (registration number 0115-01-008097)
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Definitions

Definitions

“Nomination Committee”

nomination committee of the Company

“our”, “we’, or “us’”

the Company, or where the context requires, the Company and its subsidiaries collectively

“P Insurance”

P Insurance Co., Ltd.* (XNt E—+1 >, 277 = >/ ), a stock company
(kabushiki-gaisha #k =\ £ 4t) incorporated in Japan with limited liability under the
Companies Act on 28 January 2005 (registration number 0115-01-013256)

“Remuneration Committee’

remuneration committee of the Company

“Rich-0 Korea” Rich-0 Korea Co., Ltd.* ((k=X&4L 1) w F 7 1) 77), a company incorporated with
limited liability in South Korea on 27 February 2006 (registration number 110111-
3408732)

“Shareholder” holder(s) of the issued share(s)
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“Shinrai no Mor’ ({Z38MDFF)

our pachinko hall brand and hall type featuring primarily low playing cost machines in a
non-smoking environment with reduced noise levels, space for players to relax and
socialise, and a larger selection of general prizes

“Yume Corporation”

Yume Corporation Co., Ltd.* (BB O—/RL —3/ 3 #k£4h), a stock company
(kabushiki-gaisha #% =\, #1) incorporated in Japan with limited liability under the
Companies Act on 14 December 1970. It has become a wholly-owned subsidiary of the
Company under the scheme of the Share Exchange on 1 November 2015

“Yuttari Kan® (1 > 7z V) 8E)

our pachinko hall brand and hall type featuring primarily low playing cost machines

Note:

*

translations for identification purpose only.

For identification purpose only

Translated English names of Japanese natural persons, legal persons, government authorities, institutions or other entities for which no official English translation exist are unofficial
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Corporate

Information

Corporate Information

Share Capital ¥15,000 million
Number of employees (Consolidated) 17,809 employees

The numbers of the Company’s shares issued 765,985,896 shares

uoneuLIoju| 3)eI0dI0)

Stock Exchange Listing Hong Kong Stock Exchange
Headquarters and Registered Office 2-25-1-702 Nishi-Nippori
Arakawa-ku
Tokyo, 116-0013
Japan
Principal Place of Business in Hong Kong Unit A1, 32nd Floor, United Centre
95 Queensway, Admiralty
Hong Kong
Corporate Website www.dyjh.co.jp
Investor Relations E-mail: info@dyjh.co.jp
Stock Code 06889
Share Registrar Computershare Hong Kong Investor Services Limited

Shops 1712-1716

17th Floor, Hopewell Centre
183 Queen’s Road East
Wanchai

Hong Kong

Principal Legal Advisor as to Hong Kong Law Deacons
Li, Wong, Lam & W.I.Cheung

Principal Legal Advisor as to Japanese Law Soga Law Office

Auditors PricewaterhouseCoopers Aarata LLC
(Certified Public Accountants)

Principal Bankers Mizuho Bank, Ltd.
Sumitomo Mitsui Banking Corporation

@ CSR Report 2017



Communication

Tools

Communication Tools

Communication Tools with Trusted Associates

The Group is always looking for ways to improve its communication tools with all trusted associates to further their understanding of

our operations and business strategies.

Annual Report

DV

Aanual Report 2017
R

In addition to financial information, our annual report
features non-financial information about our strategies,
social initiatives and environmental efforts. We publish
comprehensive information that pertains to the medium-
and long-term corporate value of the Group.

Company brochure

DYNAM

We publish a corporate brochure about Dynam, which
manages pachinko halls, the core business of the Group.
Centered on our corporate philosophy, “a centurial
commitment to building trust and encouraging dreams,”
the brochure introduces the company by highlighting its
strengths in management, business development,
personnel training, and social contributions.

Company magazine

i
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This in-house newsletter is distributed to employees to
facilitate communications among employees and share
information about companywide policies, internal activities
and excellent case studies. By bringing together
employees and enhancing loyalty, the newsletter fosters a
sense of unity among employees.

CSR Report

DY.H

CSR Report 2017
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Our CSR report discusses our wide-ranging CSR activities
for trusted associates, and engagements for the purpose
of enhancing corporate value over the longer term.

Booklet (DYNAM Group Newsletter)

A1rLon-7an w8

We prepare this information booklet for landowners and
local residents. It includes a greeting from executive
management, special feature about a region, a report on
social contribution activities, financial information, and
other topics of interest about the Group.

Corporate website

The Group’s website contains information we must
publish as a listed company, in addition to comprehensive
information to supplement our annual report and CSR
report.

Above documents can be browsed and downloaded from our corporate website except for company magazine.
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