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* For identification purpose only

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong 
Limited take no responsibility for the contents of this announcement, make no 
representation as to its accuracy or completeness and expressly disclaim any liability 
whatsoever for any loss howsoever arising from or in reliance upon the whole or any 
part of the contents of this announcement.

株式会社ダイナムジャパンホールディングス
DYNAM JAPAN HOLDINGS Co., Ltd.*

(incorporated in Japan with limited liability)
(Stock Code: 6889)

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2012

HIGHLIGHTS

— Our gross pay-ins were ¥467,263 million, recording an increase of 5.1% 
comparing with the six months ended 30 September 2011;

— Our revenue were ¥82,060 million, recording an increase of 2.2% comparing 
with the six months ended 30 September 2011;

— Our profit before tax were ¥15,128 million, recording an increase of 20.0% 
comparing with the six months ended 30 September 2011;

— Our number of halls as at 30 September 2012 were 356;

— Basic earnings per share of the Company was ¥14.02;

— The Board has resolved to pay an interim dividend of ¥5.75 per ordinary share.

The board of directors (the “Board”) of 株式会社ダイナムジャパンホールディングス 
DYNAM JAPAN HOLDINGS Co., Ltd.* (the “Company”) announces the interim results 
of the Company and its subsidiaries (collectively the “Group”) for the six months 
ended 30 September 2012. The interim results have not been audited, but have been 
reviewed by RSM Nelson Wheeler, the Company’s auditor, and the audit committee 
of the Company.
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INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 September 2012

Six months ended
30 September

2012 2011
Note ¥ million ¥ million

(unaudited) (unaudited)

Revenue 4 82,060 80,296

Other income 3,029 3,588
Hall operating expenses 5 (66,571) (69,052)
General and administrative expenses (1,759) (625)
Other operating expenses (1,238) (311)

  

Profit from operations 15,521 13,896

Finance costs 6 (393) (1,287)
  

Profit before tax 15,128 12,609

Income tax expenses 7 (5,804) (5,147)
  

Profit for the period attributable to
 owners of the Company 8 9,324 7,462

  

Earnings per share 10
 Basic (¥) 14.02 11.83
 Diluted (¥) N/A N/A
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE 
INCOME
For the six months ended 30 September 2012

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Profit for the period 9,324 7,462

Other comprehensive income:

Fair value changes of available-for-sale
 financial assets (25) (73)
 — Income tax arising from fair value
   changes thereof 9 29
Actuarial losses on defined benefit
 retirement plans (33) (227)
 — Income tax arising from actuarial
   losses thereof 11 91

  

Other comprehensive income for the period, 
 net of tax (38) (180)

  

Total comprehensive income for the period 
 attributable to owners of the Company 9,286 7,282
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 30 September 2012

At 
30 September 

2012

At 
31 March 

2012
Note ¥ million ¥ million

(unaudited) (audited)

Non-current assets

Property, plant and equipment 95,118 95,033
Investment properties 1,027 1,027
Intangible assets 1,335 1,489
Available-for-sale financial assets 484 509
Held-to-maturity investment – 10
Deferred tax assets 10,860 10,864
Other long-term assets 11,136 10,658

  

119,960 119,590
  

Current assets

Inventories 3,493 4,531
Trade receivables 11 338 381
Prepayments, deposits and other receivables 5,173 3,415
Held-to-maturity investment 10 –
Amounts due from related companies 20 20
Bank and cash balances 41,902 28,524

  

50,936 36,871
  

Total assets 170,896 156,461
  

Current liabilities

Trade payables 12 789 1,148
Accruals and other payables 20,040 21,090
Derivative financial instruments 54 62
Amounts due to related companies 446 443
Borrowings 1,384 1,654
Finance lease payables 1,203 1,187
Provisions 1,483 1,460
Current tax liabilities 5,985 6,340

  

31,384 33,384
  

Net current assets 19,552 3,487
  

Total assets less current liabilities 139,512 123,077
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At 
30 September 

2012

At 
31 March 

2012
Note ¥ million ¥ million

(unaudited) (audited)

Non-current liabilities

Derivative financial instruments 109 134
Borrowings 13,955 21,583
Finance lease payables 1,732 2,331
Retirement benefit obligations 1,951 1,804
Other long-term liabilities 320 338
Provisions 3,458 3,413

  

21,525 29,603
  

NET ASSETS 117,987 93,474
  

Capital and reserves

Share capital 13 15,000 5,000
Reserves 102,987 88,474

  

TOTAL EQUITY 117,987 93,474
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NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
For the six months ended 30 September 2012

1. GENERAL INFORMATION

The Company was incorporated in Japan under the Companies Law with limited liability on 20 
September 2011. The address of its registered office and principal place of business in Japan are 
2-25-1-702 Nishi-Nippori, Arakawa-ku, Tokyo, 116-0013, Japan and the principal place of 
business in Hong Kong is Level 8, Two Exchange Square, 8 Connaught Place, Central, Hong 
Kong.

On 6 August 2012, the shares of the Company were listed on the Main Board of The Stock 
Exchange of Hong Kong Limited (the “Stock Exchange”).

2. BASIS OF PREPARATION

These condensed financial statements have been prepared in accordance with International 
Accounting Standard 34 “Interim Financial Reporting” issued by the International Accounting 
Standards Board and the applicable disclosures required by the Rules Governing the Listing of 
Securities on the Stock Exchange.

These condensed financial statements should be read in conjunction with the 2012 annual 
financial statements. The accounting policies and methods of computation used in the preparation 
of these condensed financial statements are consistent with those used in the annual financial 
statements for the year ended 31 March 2012.

3. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

These condensed financial statements have been prepared under the historical cost convention, 
as modified by the revaluation of available-for-sale financial assets, investment properties and 
derivative financial instruments which are carried at their fair values.

In the current period, the Group has adopted all the new and revised International Financial 
Reporting Standards (“IFRSs”) issued by the International Accounting Standards Board that are 
relevant to its operations and effective for its accounting period beginning on 1 April 2012. IFRSs 
comprise International Financial Reporting Standards; International Accounting Standards; and 
Interpretations. The adoption of these new and revised IFRSs did not result in significant changes 
to the Group’s accounting policies, presentation of the Group’s financial statements and amounts 
reported for the current period and prior years.

4. REVENUE

Operating segments are identified on the basis of internal reports about components of the Group 
that are regularly reviewed by the chief operating decision maker in order to allocate resources to 
the segment and to assess its performance.

The Group has carried on a single business in a single geographical location, which is the 
operation of pachinko halls in Japan, and all the assets are located in Japan. Accordingly, there is 
only one single reportable segment of the Group which is regularly reviewed by the chief 
operating decision maker.
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The Group’s customer base is diversified and there are no customers with whom transactions 
have exceed 10% of the Group’s revenue.

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Gross pay-ins 467,263 444,584
Less: gross payouts (385,203) (364,288)

  

Revenue 82,060 80,296
  

5. HALL OPERATING EXPENSES

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Advertising expenses 2,784 2,989
Cleaning and ancillary services 2,193 2,125
Depreciation charges 5,024 5,308
G-prize expenses 2,588 2,347
Hall staff costs 23,142 23,211
Pachinko and pachislot machine expenses 16,050 16,849
Rental 5,076 5,041
Repair and maintenance 2,081 2,231
Utilities expenses 2,608 2,448
Others 5,025 6,503

  

66,571 69,052
  

6. FINANCE COSTS

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Finance leases charges 64 88
Interest expenses on loan from related companies – 80
Interest on bank loans and syndicated loans
 — Wholly repayable within five years 85 284
 — Not wholly repayable within five years 59 70

  

Total borrowing costs 208 522
Amortisation of syndicated loan bank charges 147 727
Provision, unwinding of discount 38 35
Others – 3

  

393 1,287
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7. INCOME TAX EXPENSES

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Current tax — Japan 5,778 6,026
Deferred tax 26 (879)

  

5,804 5,147
  

No provision for Hong Kong Profits Tax has been made as the Group did not generate any 
assessable profits arising in Hong Kong during the six months ended 30 September 2012 (2011: 
¥Nil (unaudited)).

Profits tax arising in Japan (the “Japan Profits Tax”) is calculated at the rates prevailing in Japan 
during the six months ended 30 September 2012. The rates for the companies throughout that 
period are as follows:

Six months ended
30 September

2012 2011
(unaudited) (unaudited)

The Company 38.0% 40.7%
株式会社ダイナムDYNAM Co., Ltd.* (“Dynam”) 38.0% 40.7%
株式会社キャビンプラザCabin Plaza Co., Ltd.* (“Cabin Plaza”) 38.6% 41.2%
大黒天株式会社Daikokuten Co., Ltd.* (“Daikokuten”) 38.9% 41.5%
株式会社オークワジャパンOkuwa Japan Co., Ltd.* 
 (“Okuwa Japan”) 37.5% 40.1%
株式会社ダイナム土地建物DYNAM Land & Building Co., Ltd.*
 (“Dynam Land & Building”) 38.0% 40.7%
株式会社ダイナム情報処理DYNAM Data Processing Co., Ltd.* 
 (“Dynam Data Processing”) 39.4% 42.1%
株式会社ダイナムPトレーディングDynam P Trading Co., Ltd.* 
 (“Dynam P Trading”) 39.4% 42.1%
株式会社ダイナムアド企画Dynam Advertisement Planning 
 Co., Ltd.* (“Dynam Advertisement”) 38.4% 40.9%
株式会社関東大同販売Kanto Daido Selling Co., Ltd.* 
 (“Kanto Daido”) 38.4% 40.9%
株式会社信頼の森Shinrainomori Co., Ltd.* (“Shinrainomori”) 38.4% 40.9%
一般社団法人信頼の森General Incorporated Association 
 Shinrainomori* (“Shinrainomori Association”) 38.0% 40.7%
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Under the Tax Reform 2011 announced by The Ministry of Finance of Japan in December 2011 
that the corporate income tax rate will be cut by 1.95% from 30.00% to 28.05% from the fiscal 
years beginning on or after 1 April 2012 to 2014, and further reduced by 2.55% from 28.05% to 
25.50% from the fiscal years beginning on or after 1 April 2015. Consequently, the effective 
corporate tax rate, including the corporate income tax, resident tax and business tax, will be 
reduced by approximately 5.1% from 40.7% to 35.6% as follows:

Effective tax rate
   

Y/E 2012
Y/E 2013–

Y/E 2015 Y/E 2016

The Company 40.7% 38.0% 35.6%
Dynam 40.7% 38.0% 35.6%
Cabin Plaza 41.2% 38.6% 36.3%
Daikokuten 41.5% 38.9% 36.6%
Okuwa Japan 40.1% 37.5% 35.1%
Dynam Land & Building 40.7% 38.0% 35.6%
Dynam Data Processing 42.1% 39.4% 37.1%
Dynam P Trading 42.1% 39.4% 37.1%
Dynam Advertisement 40.9% 38.4% 36.1%
Kanto Daido 40.9% 38.4% 36.1%
Shinrainomori 40.9% 38.4% 36.1%
Shinrainomori Association 40.7% 38.0% 35.6%

   

8. PROFIT FOR THE PERIOD

The Group’s profit for the period is stated after charging/(crediting) the following:

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Impairment loss/(reversal of impairment loss) on property,
 plant and equipment 682 (206)
Amortisation of intangible assets (included in hall operating
 expenses) 235 278
Depreciation 5,037 5,311
Directors’ emoluments 42 –
Fair value loss on investment properties – 9
Loss on disposals and write off of property, plant and
 equipment 229 91
Operating lease charges
 — Land and buildings 5,146 5,080



– 10 –

9. DIVIDENDS

During the six months ended 30 September 2012 and 2011, the Company and Company’s 
subsidiaries made the following distributions to its then shareholders:

Six months ended 30 September
2012 2011

Dividends declared and paid/
payable to its then shareholders 
during that period by:

Dividend 
per share

Total 
Dividends

Dividend 
per share

Total 
Dividends

¥ ¥ million ¥ ¥ million
(unaudited) (unaudited)

— The Company
 — Interim 5.75 4,271 – –

— Dynam
 — First interim – – 149 4,837(*)

 — Second interim – – 60 1,953
    

4,271 6,790
  

(*) It was settled by the available-for-sale financial assets.

10. EARNINGS PER SHARE

The calculation of basic earnings per share is based on the following:

Six months ended
30 September

2012 2011
¥ million ¥ million

(unaudited) (unaudited)

Earnings for the purpose of calculating basic earnings 
 per share 9,324 7,462

  

Weighted average number of shares before sub-division 
 and issue of new shares 31,542,518 31,542,518
Effect of sub-division of shares 599,307,842 599,307,842
Weighted average number of issue of new shares 34,273,224 –

  

Weighted average number of shares for the purpose of 
 calculating basic earnings per share 665,123,584 630,850,360

  

No diluted earnings per share was presented for the six months ended 30 September 2012 and 
2011 as there were no dilutive potential ordinary shares in existence during the six months ended 
30 September 2012 and 2011.
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11. TRADE RECEIVABLES

The Group’s trade receivables relate to commission income from vending machines. During the 
six months ended 30 September 2012, the credit terms generally range to 30 days. The Group 
seeks to maintain strict control over its outstanding receivables. Overdue balances are reviewed 
regularly by the Directors.

The Group’s aging analysis of trade receivables, based on invoice date, is as follows:

At 
30 September 

2012

At 
31 March 

2012
¥ million ¥ million

(unaudited) (audited)

0 to 30 days 338 381
  

No balances were past due during the six months ended 30 September 2012 (2011: ¥Nil 
(unaudited)).

12. TRADE PAYABLES

The aging analysis of the Group’s trade payables, based on invoice date, is as follows:

At 
30 September 

2012

At 
31 March 

2012
¥ million ¥ million

(unaudited) (audited)

0 to 30 days 789 1,148
  

13. SHARE CAPITAL

The Company was incorporated in Japan on 20 September 2011. At the date of incorporation, 
31,542,518 shares of the Company with the fully paid amount of ¥5,000 million were issued to 株
式会社ダイナムホールディングス DYNAM HOLDINGS Co., Ltd. as initial capital of the Company 
for the acquisition of the entire interest and control of Dynam, Dynam Land & Building, Cabin 
Plaza, Daikokuten, Okuwa Japan, Dynam Data Processing, Dynam P Trading, Dynam 
Advertisement and Shinrainomori Association and operating assets and liabilities. Consequently, 
the issued share capital as at 20 September 2011 represented the issued share capital of the 
Company as at 31 March 2012.



– 12 –

The numbers of the Company’s shares authorised and issued are as follows:

Note
Number of

ordinary shares ¥ million

Authorised:
 At 31 March (audited) and 1 April 2012 126,000,000 –
 Increase in authorised share capital (a) 2,394,000,000 –

  

 At 30 September 2012 (unaudited) 2,520,000,000 –
  

Issued and fully paid:
 Issued during the year and at 31 March
  (audited) and 1 April 2012 31,542,518 5,000
 Share sub-division (a) 599,307,842 –
 Issue of new shares (b) 112,000,000 10,000

  

At 30 September 2012 (unaudited) 742,850,360 15,000
  

Notes:

(a) Pursuant to the resolutions of the Board of Directors dated 5 June 2012, the Directors 
approved: (i) the increase of the number of shares authorised was issued by the Company 
from 126,000,000 shares to 2,520,000,000 shares; and (ii) the sub-division of every issued 
share of nil par value in the share capital into 20 shares of nil par value, such that the issued 
share capital of the Company increased from 31,542,518 shares to 630,850,360 shares. The 
sub-division took effect on 21 June 2012.

(b) In connection with the Company’s IPO, 112,000,000 shares were issued at a price of HK$14 
per share for a total cash consideration, before listing expenses, of HK$1,568 million 
(equivalent to approximately ¥15,884 million). The Directors resolved that ¥10,000 million 
and ¥5,884 million were allocated to share capital and capital surplus respectively. Dealings 
of these shares on the Stock Exchange commenced on 6 August 2012.

14. CAPITAL COMMITMENTS

The capital commitments at the end of the reporting period are as follows:

At 
30 September 

2012

At 
31 March 

2012
¥ million ¥ million

(unaudited) (audited)

Contracted but not provided for 279 218
Approved but not contracted for 2,769 260

  

3,048 478
  



– 13 –

MANAGEMENT DISCUSSION AND ANALYSIS

MARKET REVIEW

Largest contributor to Japan’s entertainment and gaming market

According to the Leisure White Paper 2012 published by Japan Productivity Centre, 
Japan’s entertainment market is estimated to be a ¥64.9 trillion business. The 
pachinko industry, with gross pay-ins of ¥18.9 trillion, was the largest contributor to 
Japan’s entertainment market, accounting for approximately 29.1% thereof.

Market shift to lower playing cost pachinko and pachislot games

Since 2007, the number of pachinko halls equipped with low playing cost machines 
has increased steadily. According to Yano Research, the number of pachinko halls 
with low playing cost machines increased from 1,049 in 2007 to 7,935 in 2010, 
representing a compound annual growth rate of approximately 96.3%. In addition, 
approximately 71.3% of the new halls opened in 2010 were equipped with low playing 
cost machines, with approximately 14.5% of these new halls specialising solely in low 
playing cost machines. It is expected that the number of halls equipped with low 
playing cost machines will increase till 2013 and subsequently stabilise, and that the 
proportion of low playing cost machines will also increase until the market has 
become saturated, according to Entertainment Business Institute.

The following table below sets forth the share ratios for low and high playing cost 
pachinko and pachislot machines in the market:

Six months ended
30 September

Pachinko machines 2012 2011

Low playing cost 35.3% 31.0%
High playing cost 64.7% 69.0%

  

Six months ended
30 September

Pachislot machines 2012 2011

Low playing cost 15.6% 10.5%
High playing cost 84.4% 89.5%

  

(Source: Daikoku Denki Co., Ltd., DK-SIS data)
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Leading the market with lower playing cost machines and promotion of the 
entertainment aspect of pachinko

We were among the first pachinko hall operators to promote the entertainment, 
instead of gaming, aspect of pachinko when we introduced low playing cost machines 
to our halls in 2006. We believe that our development of low playing cost pachinko is 
key to our continued success in the industry, as this strategy has allowed us to reach 
out to a broader and previously untapped customer base stemming from a growing 
trend towards playing pachinko for recreation in addition to winning prizes. This 
strategy also involves planned geographical expansion to continue to target players 
in rural/suburban areas.

BUSINESS REVIEW

Overview

We are a pachinko hall operator in Japan which have 45 years of experience in the 
pachinko industry, and have built our pachinko operations from two halls in one 
prefecture to 356 halls in 46 out of 47 prefectures in Japan as at 30 September 2012.

Our business

Games

Our pachinko halls provide a venue for customers to play two types of games: 
pachinko and pachislot. Pachinko is similar to a vertical pinball machine and is played 
by firing small metal pachinko balls in rapid succession into the playing field of the 
machine and into pockets which trigger the release of more pachinko balls. Playing 
costs generally range from 0.5 yen to 4 yen per ball.

Pachislot is similar to casino slot machines, and is played by spinning the reels on 
the machine, then stopping them so that the pictures on each reel match, which 
triggers the release of pachislot tokens. Playing costs generally range from 5 yen to 
20 yen per token. Customers rent pachinko balls and pachislot tokens to play the 
games, and the balls or tokens won can be either exchanged for prizes or saved for 
subsequent visits.

Prizes

Consistent with standard industry practice, we offer both general prizes, which are 
generally the types of goods sold in convenience stores, such as snacks, drinks and 
cigarettes, as well as “G-prizes”, which are decorative cards with a small embedded 
piece of gold or silver or coin-shaped pendants of gold or silver. Players who opt to 
claim G-prizes in exchange for the pachinko balls and pachislot tokens collected may 
sell their G-prizes to an independent prize buyer for cash outside of pachinko hall.
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Operation of three types of halls

We have focused on promoting the entertainment, instead of gaming, aspect of 
pachinko. We operate three types of halls, which offer various mixes of pachinko and 
pachislot games with different playing costs:

•	 Traditional halls feature a greater proportion of high playing cost games, and 
allow smoking inside the halls.

•	 Yuttari Kan halls offer primarily low playing cost games with a wider variety of 
general prizes, and generally allow smoking.

•	 Shinrai no Mori halls also feature primarily low playing cost games with a wider 
variety of general prizes, and include additional features such as a general 
prohibition on smoking with designated closed-off smoking areas, and the 
addition of a “relaxation space” in which customers can socialise.

We operate 356 pachinko halls in 46 out of 47 prefectures throughout Japan. The 
following table sets forth the number of halls by type as at the dates indicated:

As at
30 September

2012

As at
31 March

2012

Traditional 176 176
Yuttari Kan 136 135
Shinrai no Mori 44 44

  

Total 356 355
  

On 11 August 2012, we opened one new Yuttari Kan hall in Kumamoto prefecture.

Focus on low playing cost machines

We are among the first pachinko hall operators to promote, through our Yuttari Kan 
and Shinrai no Mori brands, the entertainment, instead of gaming, aspect of pachinko. 
We began offering low playing cost pachinko in 2006, and as at 31 March 2012, 
entertainment-oriented pachinko halls made up over half of our pachinko hall network. 
In doing so, we have been able to expand to a more demographically diverse 
customer base to include women, and players from older age groups and regional 
towns and cities. This has led to an increase in our market share and has provided us 
with a competitive edge over other pachinko hall operators.

Proportion of low playing cost machines in our pachinko halls

Because of the stagnation of the Japanese economy and the corresponding decline 
in the number of and spending by traditional pachinko players, we believe it is critical 
to broaden our customer base in order to increase overall customer spending in our 
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pachinko halls. As a result, we may occasionally adjust the mix of high playing cost 
and low playing cost machines among our halls, particularly when opening new halls, 
in order to maintain customer interest as well as to grow our customer base. We also 
intend to continue to increase the number of our pachinko halls, with a particular 
focus on increasing the relative proportions of our Yuttari Kan and Shinrai no Mori 
halls, as the low playing cost machines featured in these hall types help to attract a 
broader customer base. The percentage of low playing cost machines increased from 
approximately 55.1% as at 30 September 2011 to approximately 56.3% as at 30 
September 2012.

Cost controls and operational efficiency

Through our chain-store operational and management structure, we seek to achieve 
greater operational efficiency and cost controls.

As pachinko and pachislot machine expenses especially form a significant and 
controllable part of our operating expenses, we take several measures, resulting from 
our strategy of chain-store operation and volume purchasing.

For example, we use second-hand machines in our halls, sourced from our operations 
and third party suppliers, and reconfigure high playing cost machines into low playing 
cost machines, which allows us to control our machine expenses and profitability.

Another example of cost control measures for pachinko and pachislot machine 
expenses is our initiative to begin developing and installing our own private brand 
machines, the production of which we outsource in bulk to manufacturers for cost 
savings over the average market price of national brand machines. Using information 
that we gather from our membership system, we negotiate with manufacturers to 
produce machines specifically tailored to meet the preferences of our customers. We 
aim to continue to increase the proportion of private brand machines in our pachinko 
halls to further reduce our operating costs.

Other examples of operational efficiency and cost control measures include our 13 
central ised distr ibut ion centres to support our machine sourcing funct ions, 
redeploying machines within our network and reconfiguring high playing cost 
machines into low playing cost machines, to reduce our machine expenses as 
mentioned above, and implementing an inventory ordering system for our general 
prizes to minimise our spending on working capital. With our chain store operational 
and management practices, rigorous cost control measures and greater economies of 
scale in our operations, we aim to continue to lower our per hall operating expenses.

PROSPECTS

We seek to maintain our position as an industry leader and further grow our business 
by implementing the following major strategies.
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Continue to promote the entertainment aspect of pachinko

Our unique branding strategy has enabled us to attract a diverse customer base by 
emphasising the entertainment, rather than gaming, aspect of pachinko. With the 
introduction of our Yuttari Kan and Shinrai no Mori brands, we are reinventing the 
image of pachinko halls and distinguishing our branded pachinko halls as venues in 
which a broader range of customers, such as women, younger players, and other 
non-traditional pachinko customers, can play for entertainment and recreation rather 
than prizes. In line with this focus, we will also continue to concentrate our efforts on 
promoting our low playing cost games, as we believe that the pachinko industry is 
experiencing a transition towards low playing cost games.

As part of our initiative to shift the image of pachinko as a gaming activity to one of 
entertainment and leisure, we will focus on improving the overall quality of the 
customer experience in our pachinko halls. This includes introducing more Yuttari 
Kan and Shinrai no Mori halls featuring lower playing cost pachinko and pachislot 
machines, as we believe that many potential players are deterred by the high playing 
costs involved in pachinko and pachislot. Furthermore, in order to address the 
concerns of loud noise volumes and smoking inside pachinko halls, our Shinrai no 
Mori halls have controlled, lower noise volumes and are non-smoking, with separate 
designated smoking areas. We will also continue to focus on improving the quality of 
our customer service by providing ongoing personnel training. We believe that this is 
an important factor in customer loyalty and retention, which we believe will lead to 
increased market share and improved industry standing.

Expansion of operations by setting up new halls

We have a proven track record in successfully expanding our operations throughout 
Japan in a careful, cost-conscious and strategic manner and in line with our chain-
store operational management strategy. We intend to exploit our competitive 
strengths to continue to expand our pachinko hall network and add to our leading 
market position. We plan to build additional pachinko halls over the next years, 
primarily entertainment-oriented halls. We believe that many opportunities for 
pachinko hall expansion continue to exist in Japan, particularly in rural/suburban 
areas. Moreover, we also intend to continue to expand the number of our traditional 
halls by targeting our competitors’ market share of frequent pachinko players, through 
timely introduction of new and popular pachinko and pachislot games with higher 
playing costs.

Opening new halls is always subject to certain market conditions which are beyond 
our control, and negotiation with the landowner for a long term land lease at an 
acceptable rental. Therefore, the directors of the Company (the “Directors”) will 
ensure that we pursue such new hall opening opportunities when the prospects of 
new halls warrant us to do so, taking into consideration initial investment amounts 
etc.. It is our intention to continue to expand our pachinko hall network in Japan by 
building new halls when such opportunities arise.
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Consolidate the pachinko industry by strategically acquiring potential 
competitors

In addition to growing organically, we plan to take advantage of the fragmented 
nature of the pachinko industry in Japan and leverage our listing status to acquire 
additional pachinko halls that complement our existing operations. In doing so, we 
will also take advantage of the pachinko industry trend of smaller and medium-sized 
hall operators gradually being pushed out of the market by larger operators. We are 
committed to becoming a driving force for this industry’s consolidation from now on.

FINANCIAL REVIEW

The following table sets forth the gross pay-ins, gross payouts, and revenue by type 
of hall for the periods indicated:

Six months ended 30 September
2012 (unaudited) 2011 (unaudited) changes

(in millions, except for percentages)
¥ HK$(1) ¥ HK$(2)

Gross pay-ins
— Traditional 364,457 36,265 360,823 36,410 +1.0%
— Yuttari Kan 80,575 8,017 63,946 6,453 +26.0%
— Shinrai no Mori 22,231 2,212 19,815 1,999 +12.2%

     

Total gross pay-ins 467,263 46,494 444,584 44,862 +5.1%
     

Gross payouts
— Traditional 310,634 30,909 307,261 31,005 +1.1%
— Yuttari Kan 58,142 5,785 42,765 4,315 +36.0%
— Shinrai no Mori 16,427 1,635 14,262 1,440 +15.2%

     

Total gross payouts 385,203 38,329 364,288 36,760 +5.7%
     

Revenue
— Traditional 53,823 5,356 53,562 5,405 +0.5%
— Yuttari Kan 22,433 2,232 21,181 2,138 +5.9%
— Shinrai no Mori 5,804 577 5,553 559 +4.5%

     

Total revenue 82,060 8,165 80,296 8,102 +2.2%
     

(1) Translated into Hong Kong dollars at the rate of ¥10.05 to HK$1.00, the exchange rate prevailing 
on 28 September 2012 (i.e. the last business day in September 2012).

(2) Translated into Hong Kong dollars at the rate of ¥9.91 to HK$1.00, the exchange rate prevailing 
on 30 September 2011 (i.e. the last business day in September 2011).
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Gross pay-ins

Gross pay-ins represents the amount received from pachinko balls and pachislot 
tokens rented to customers less unutilised balls and tokens.

Our gross pay-ins increased by ¥22,679 mill ion (equivalent to approximately 
HK$2,257 million), or 5.1%, from ¥444,584 million (equivalent to approximately 
HK$44,862 million) for the six months ended 30 September 2011 to ¥467,263 million 
(equivalent to approximately HK$46,494 mill ion) for the six months ended 30 
September 2012.

Traditional halls. Gross pay-ins for traditional halls increased by ¥3,634 million 
(equivalent to approximately HK$362 mill ion), or 1.0%, from ¥360,823 mill ion 
(equivalent to approximately HK$36,410 mill ion) for the six months ended 30 
September 2011 to ¥364,457 million (equivalent to approximately HK$36,265 million) 
for the six months ended 30 September 2012. The modest increase was primarily due 
to the decrease in utilisation rates of our high playing cost machines reflecting the 
market shifting to low playing cost machines.

Yuttari Kan halls. Gross pay-ins for Yuttari Kan halls increased by ¥16,629 million 
(equivalent to approximately HK$1,655 million), or 26.0%, from ¥63,946 million 
(equivalent to approximately HK$6,453 mil l ion) for the six months ended 30 
September 2011 to ¥80,575 million (equivalent to approximately HK$8,017 million) for 
the six months ended 30 September 2012. The increase was due primarily to the 
increasing popularity in the market of our low playing cost machine, entertainment 
oriented strategy as well as the addition of three new Yuttari Kan halls on a period-to-
period basis.

Shinrai no Mori halls. Gross pay-ins for Shinrai no Mori halls increased by ¥2,416 
million (equivalent to approximately HK$240 million), or 12.2%, from ¥19,815 million 
(equivalent to approximately HK$1,999 mil l ion) for the six months ended 30 
September 2011 to ¥22,231 million (equivalent to approximately HK$2,212 million) for 
the six months ended 30 September 2012. The increase was primarily due to the 
continuing increase in popularity of halls with a non-smoking environment and low 
playing cost machines.

Gross payouts

Gross payouts represents the aggregate cost of G-prizes and general prizes 
exchanged at our halls by our customers.

Our gross payouts increased by ¥20,915 mill ion (equivalent to approximately 
HK$2,081 million), or 5.7%, from ¥364,288 million (equivalent to approximately 
HK$36,760 million) for the six months ended 30 September 2011 to ¥385,203 million 
(equivalent to approximately HK$38,329 mill ion) for the six months ended 30 
September 2012. The increase was primarily due to reduced G-prize mark-ups in our 
halls as part of our strategy to enhance our competitiveness to increase our market 
share.
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Tradit ional hal ls . Gross payouts increased by ¥3,373 mil l ion (equivalent to 
approximately HK$336 mill ion), or 1.1%, from ¥307,261 mill ion (equivalent to 
approximately HK$31,005 million) for the six months ended 30 September 2011 to 
¥310,634 million (equivalent to approximately HK$30,909 million) for the six months 
ended 30 September 2012, which was in line with the increase in gross pay-ins.

Yuttari Kan halls. Gross payouts increased by ¥15,377 mill ion (equivalent to 
approximately HK$1,530 million), or 36.0%, from ¥42,765 million (equivalent to 
approximately HK$4,315 million) for the six months ended 30 September 2011 to 
¥58,142 million (equivalent to approximately HK$5,785 million) for the six months 
ended 30 September 2012. The increase was due primarily to the increase in gross 
pay-ins and the lower of G-prize mark-ups for machines in some of these halls, in 
order to enhance our competitiveness in attracting customers as well as the addition 
of three new Yuttari Kan halls on a period-to-period basis.

Shinrai no Mori halls. Gross payouts increased by ¥2,165 million (equivalent to 
approximately HK$215 mill ion), or 15.2%, from ¥14,262 mill ion (equivalent to 
approximately HK$1,440 million) for the six months ended 30 September 2011 to 
¥16,427 million (equivalent to approximately HK$1,635 million) for the six months 
ended 30 September 2012. The increase for Shinrai no Mori halls was due primarily 
to the increase in gross pay-ins as well as the lower of G-prize mark-ups to our 
customers.

Revenue and revenue margin

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 increased by ¥1,764 million (equivalent to approximately HK$176 
million), or 2.2%, from ¥80,296 million (equivalent to approximately HK$8,102 million) 
for the six months ended 30 September 2011 to ¥82,060 million (equivalent to 
approximately HK$8,165 million) for the six months ended 30 September 2012.

Traditional halls. Revenue for traditional halls slightly increased by ¥261 million 
(equivalent to approximately HK$26 million), or 0.5%, from ¥53,562 million (equivalent 
to approximately HK$5,405 million) for the six months ended 30 September 2011 to 
¥53,823 million (equivalent to approximately HK$5,356 million) for the six months 
ended 30 September 2012. The increase was primarily due to a modest increase in 
gross pay-ins offset by increase in gross payouts over the period. The revenue 
margin remained stable at 14.8% for the six months ended 30 September 2011 and 
2012.

Yuttari Kan halls. Revenue for Yuttari Kan halls increased by ¥1,252 mil l ion 
(equivalent to approximately HK$125 mil l ion), or 5.9%, from ¥21,181 mil l ion 
(equivalent to approximately HK$2,138 mil l ion) for the six months ended 30 
September 2011 to ¥22,433 million (equivalent to approximately HK$2,232 million) for 
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the six months ended 30 September 2012. The increase in revenue is less than that 
in gross pay-ins, which was primarily due to the lower of G-prize mark-ups for 
machines in most of our Yuttari Kan halls, leading to a decrease in the revenue 
margin from 33.1% to 27.8%.

Shinrai no Mori halls. Revenue for Shinrai no Mori halls increased by ¥251 million 
(equivalent to approximately HK$25 million), or 4.5%, from ¥5,553 million (equivalent 
to approximately HK$559 million) for the six months ended 30 September 2011 to 
¥5,804 million (equivalent to approximately HK$577 million) for the six months ended 
30 September 2012. The increase in revenue is less than that in gross pay-ins, which 
was primarily due to the lower of G-prize mark-ups adopted in our Shinrai no Mori 
halls, leading to a decrease in the revenue margin from 28.0% to 26.1%.

Hall operating expenses

The following table sets forth a breakdown of our hall operating expenses by hall type 
for the periods indicated:

Six months ended 30 September
2012 (unaudited) 2011 (unaudited)

Traditional Yuttari Kan Shinrai no Mori Total Traditional Yuttari Kan Shinrai no Mori Total
(in ¥ millions, except for percentages)

% % % % % % % %

Hall staff costs 14,643 35.1 6,656 34.5 1,843 33.0 23,142 34.8 14,883 33.8 6,479 34.5 1,849 29.7 23,211 33.6
Machine expenses 11,821 28.3 3,361 17.4 868 15.5 16,050 24.1 12,348 28.0 3,341 17.8 1,160 18.6 16,849 24.4
Depreciation charges 2,409 5.8 1,704 8.8 911 16.3 5,024 7.5 2,348 5.3 1,776 9.5 1,184 19.0 5,308 7.7
Rental 2,587 6.2 2,009 10.4 480 8.6 5,076 7.6 2,685 6.1 1,882 10.0 474 7.6 5,041 7.3
Advertising expenses 2,011 4.8 612 3.2 161 2.9 2,784 4.2 2,172 4.9 592 3.2 225 3.6 2,989 4.3
Utilities expenses 1,412 3.4 933 4.8 263 4.7 2,608 3.9 1,301 3.0 898 4.8 249 4.0 2,448 3.5
G-prize expenses 1,320 3.2 963 5.0 305 5.5 2,588 3.9 1,213 2.8 857 4.6 277 4.4 2,347 3.4
Cleaning and
 ancillary services 1,247 3.0 759 3.9 187 3.3 2,193 3.3 1,223 2.8 726 3.9 176 2.8 2,125 3.1
Repair and 
 maintenance 1,230 2.9 754 3.9 97 1.7 2,081 3.1 1,547 3.5 604 3.2 80 1.3 2,231 3.2
Others 3,030 7.3 1,524 8.1 471 8.5 5,025 7.6 4,342 9.8 1,602 8.5 559 9.0 6,503 9.5

                

Total 41,710 100.0 19,275 100.0 5,586 100.0 66,571 100.0 44,062 100.0 18,757 100.0 6,233 100.0 69,052 100.0
                

The following table sets forth a breakdown of our average hall operating expenses 
per hall, by hall type, for the periods indicated:

Six months ended 30 September
2012 (unaudited) 2011 (unaudited)

Traditional Yuttari Kan Shinrai no Mori Total Traditional Yuttari Kan Shinrai no Mori Total
(in ¥ millions, except for percentages)

% % % % % % % %

Hall staff costs 83.2 35.1 48.9 34.5 41.9 33.0 65.0 34.8 84.6 33.8 48.7 34.5 42.0 29.7 65.8 33.6
Machine expenses 67.2 28.3 24.7 17.4 19.7 15.5 45.1 24.1 70.2 28.0 25.1 17.8 26.4 18.6 47.7 24.4
Depreciation charges 13.7 5.8 12.5 8.8 20.7 16.3 14.1 7.5 13.3 5.3 13.4 9.5 26.9 19.0 15.0 7.7
Rental 14.7 6.2 14.8 10.4 10.9 8.6 14.3 7.6 15.3 6.1 14.2 10.0 10.8 7.6 14.3 7.3
Advertising expenses 11.4 4.8 4.5 3.2 3.7 2.9 7.8 4.2 12.3 4.9 4.5 3.2 5.1 3.6 8.5 4.3
Utilities expenses 8.0 3.4 6.9 4.8 6.0 4.7 7.3 3.9 7.4 3.0 6.8 4.8 5.7 4.0 6.9 3.5
G-prize expenses 7.5 3.2 7.1 5.0 6.9 5.5 7.3 3.9 6.9 2.8 6.4 4.6 6.3 4.4 6.7 3.4
Cleaning and ancillary 
 services 7.1 3.0 5.6 3.9 4.3 3.3 6.2 3.3 7.0 2.8 5.5 3.9 4.0 2.8 6.0 3.1
Repair and 
 maintenance 7.0 2.9 5.5 3.9 2.2 1.7 5.8 3.1 8.8 3.5 4.5 3.2 1.8 1.3 6.3 3.2
Others 17.2 7.3 11.2 8.1 10.7 8.5 14.1 7.6 24.6 9.8 12.0 8.5 12.6 9.0 18.5 9.5

                

Total 237.0 100.0 141.7 100.0 127.0 100.0 187.0 100.0 250.4 100.0 141.1 100.0 141.6 100.0 195.7 100.0
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Hall operating expenses decreased by ¥2,481 million (equivalent to approximately 
HK$247 mil l ion), or 3.6%, from ¥69,052 mil l ion (equivalent to approximately 
HK$6,968 million) for the six months ended 30 September 2011 to ¥66,571 million 
(equivalent to approximately HK$6,624 mil l ion) for the six months ended 30 
September 2012, primarily attributable to a decrease in pachinko and pachislot 
machine expenses and the loss on earthquake recognised for the six months ended 
30 September 2011.

Traditional halls. Hall operating expenses decreased by ¥2,352 million (equivalent to 
approximately HK$234 mil l ion), or 5.3%, from ¥44,062 mil l ion (equivalent to 
approximately HK$4,446 million) for the six months ended 30 September 2011 to 
¥41,710 million (equivalent to approximately HK$4,150 million) for the six months 
ended 30 September 2012. On a per hall basis, average hall expenses also 
decreased by 5.4%. The decrease was due primarily to a 4.3% decrease in pachinko 
and pachislot machine expenses resulting from acquisition of more second-hand 
machines than new machines.

Yuttari Kan halls. Hall operating expenses increased by ¥518 million (equivalent to 
approximately HK$52 mil l ion), or 2.8%, from ¥18,757 mil l ion (equivalent to 
approximately HK$1,893 million) for the six months ended 30 September 2011 to 
¥19,275 million (equivalent to approximately HK$1,918 million) for the six months 
ended 30 September 2012, due primarily to the addition of three new Yuttari Kan 
halls. On a per hall basis, average hall expenses slightly increased by 0.4%, from 
¥141.1 million (equivalent to approximately HK$14.2 million) for the six months ended 
30 September 2011 to ¥141.7 million (equivalent to approximately HK$14.1 million) 
for the six months ended 30 September 2012. The modest increase reflects the 
increase in repair and maintenance costs and G-prize expenses.

Shinrai no Mori halls. Hall operating expenses decreased by ¥647 million (equivalent 
to approximately HK$64 million), or 10.4%, from ¥6,233 million (equivalent to 
approximately HK$629 million) for the six months ended 30 September 2011 to 
¥5,586 million (equivalent to approximately HK$556 million) for the six months ended 
30 September 2012. On a per hall basis, average hall operating expenses decreased 
by 10.3%, from ¥141.6 million (equivalent to approximately HK$14.3 million) for the 
six months ended 30 September 2011 to ¥127.0 million (equivalent to approximately 
HK$12.6 million) for the six months ended 30 September 2012. The decrease was 
due primarily to the reduction in pachinko and pachislot machine expenses reflecting 
a greater use of second hand machines transferred from our traditional halls.

General and administrative expenses

General and administrative expenses increased by ¥1,134 million (equivalent to 
approximately HK$113 mil l ion), or 181.4%, from ¥625 mil l ion (equivalent to 
approximately HK$63 million) for the six months ended 30 September 2011 to ¥1,759 
million (equivalent to approximately HK$175 million) for the six months ended 30 
September 2012. The increase was primarily due to the expenses incurred in the 
initial public offering and the increase in staff costs.
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Other operating expenses

Other operating expenses increased by ¥927 million (equivalent to approximately 
HK$92 million), or 298.1%, from ¥311 million (equivalent to approximately HK$31 
million) for the six months ended 30 September 2011 to ¥1,238 million (equivalent to 
approximately HK$123 million) for the six months ended 30 September 2012. The 
increase was primarily attributable to the increase in loss on disposals of property, 
plant and equipment and impairment loss on property, plant and equipment.

Finance costs

Finance costs decreased by ¥894 million (equivalent to approximately HK$89 million), 
or 69.5%, from ¥1,287 million (equivalent to approximately HK$130 million) for the six 
months ended 30 September 2011 to ¥393 million (equivalent to approximately 
HK$39 million) for the six months ended 30 September 2012. The decrease was 
primarily attributable to the decrease in amortisation of syndicated loan bank charges 
and total borrowing.
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CASH FLOW AND LIQUIDITY

Cash flows

We meet our working capital and other capital requirements principally with the 
following: (i) cash generated from our operations, (ii) bank borrowings, and (iii) 
proceeds from the initial public offering. On 6 August 2012, we received ¥15,884 
million (equivalent to approximately HK$1,568 million) from the completion of the 
initial public offering. The table below sets out the cash flow data extracted from our 
condensed consolidated statement of cash flows:

Six months ended 30 September
2012 2011

(unaudited) (unaudited)
(in millions)

¥ HK$(1) ¥ HK$(2)

Net cash generated from operating
 activities 13,023 1,296 12,298 1,241
Net cash (used in)/generated from
 investing activities (6,035) (601) 14,115 1,424
Net cash generated from/(used in)
 financing activities 6,609 658 (23,515) (2,373)
Effect of exchange rate changes
 on cash and cash equivalents (219) (22) – –

    

Net increase in cash and cash
 equivalents 13,378 1,331 2,898 292
Cash and cash equivalents at the
 beginning of period 28,524 2,838 17,460 1,762

    

Cash and cash equivalents at the
 end of period  41,902 4,169 20,358 2,054

    



– 25 –

Net cash generated from operating activities

The following table sets forth a summary of our cash flows from operating activities 
for the periods indicated:

Six months ended 30 September
2012 2011

(unaudited) (unaudited)
(in millions)

¥ HK$(1) ¥ HK$(2)

Operating profit before working
 capital changes 21,984 2,187 19,375 1,955
Change in working capital
 — (used in)/generated from (1,893) (188) 230 23

    

Cash generated from operations 20,091 1,999 19,605 1,978
Income taxes paid (6,133) (610) (6,793) (685)
Finance costs paid (935) (93) (514) (52)

    

Net cash generated from operating
 activities 13,023 1,296 12,298 1,241

    

(1) Translated into Hong Kong dollars at the rate of ¥10.05 to HK$1.00, the exchange rate prevailing 
on 28 September 2012 (i.e. the last business day in September 2012).

(2) Translated into Hong Kong dollars at the rate of ¥9.91 to HK$1.00, the exchange rate prevailing 
on 30 September 2011 (i.e. the last business day in September 2011).

Net cash generated from operating activities was ¥12,298 million (equivalent to 
approximately HK$1,241 million) and ¥13,023 million (equivalent to approximately 
HK$1,296 mil l ion) for the six months ended 30 September 2011 and 2012, 
respectively.

Our net cash generated from operating activities was ¥13,023 million (equivalent to 
approximately HK$1,296 million) for the six months ended 30 September 2012 as 
compared to ¥12,298 million (equivalent to approximately HK$1,241 million) for the 
six months ended 30 September 2011. The increase in our net cash generated from 
operating activities was mainly due to the increase of ¥2,609 million (equivalent to 
approximately HK$260 million) in operating profit before working capital changes and 
decrease in income taxes paid, partially offset by a negative change in working 
capital of ¥2,123 million (equivalent to approximately HK$211 million). We used 
¥1,893 million (equivalent to approximately HK$189 million) in working capital during 
the six months ended 30 September 2012, which mainly reflected an increase of 
¥1,642 million (equivalent to approximately HK$163 million) in prepayments, deposits 
and other receivables and  a decrease of ¥1,050 million (equivalent to approximately 
HK$104 million) in accruals and other payables. These negative effects on working 
capital were part ia l ly of fset by a decrease of ¥1,038 mi l l ion (equivalent to 
approximately HK$103 million) in inventories.
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Net cash (used in)/generated from investing activities

Cash flows from investing activities primarily consist of capital expenditures for 
property, plant and equipment, including buildings and leasehold improvements, tools 
and equipment, motor vehicles and construction in progress.

For the six months ended 30 September 2012, net cash used in investing activities 
was ¥6,035 million (equivalent to approximately HK$601 million) for the six months 
ended 30 September 2012 compared to cash generated from investing activities of 
¥14,115 million (equivalent to approximately HK$1,424 million) for the six months 
ended 30 September 2011. The cash outflow for the six months ended 30 September 
2012 was primarily due to the purchase of property, plant, and equipment amounted 
to ¥6,026 million (equivalent to approximately HK$600 million) as compared with 
¥4,579 million (equivalent to approximately HK$462 million) for the six months ended 
30 September 2011.

Net cash generated from/(used in) financing activities

Our cash generated from financing activities primarily consists of proceeds from issue 
of new shares in the initial public offering and borrowings. Our cash used in financing 
activities primarily consists of repayment of bank borrowings, dividends paid to 
shareholders and repayment of finance leases.

For the six months ended 30 September 2012, net cash generated from financing 
activities was ¥6,609 million (equivalent to approximately HK$658 million) for the six 
months ended 30 September 2012 compared to net cash used in financing activities 
of ¥23,515 million (equivalent to approximately HK$2,373 million) for the six months 
ended 30 September 2011. The cash inflow for the six months ended 30 September 
2012 was primarily due to the issue of new shares in the amount of ¥15,884 million 
(equivalent to approximately HK$1,568 million) and bank loans raised in the amount 
of ¥8,000 million (equivalent to approximately HK$796 million) partially offset by 
repayment o f  bank loans in the amount o f  ¥15,917 mi l l ion (equiva lent to 
approximately HK$1,583 million).
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Liquidity

Net current assets and working capital sufficiency

The following table sets forth our current assets and current liabilities for the periods 
indicated:

30 September 2012
(unaudited)

31 March 2012
(audited)

(in millions)
¥ HK$(1) ¥ HK$(2)

Current assets
 Inventories 3,493 348 4,531 426
 Trade receivables 338 34 381 36
 Prepayments, deposits and
  other receivables 5,173 515 3,415 322
 Held-to-maturity investment 10 1 – –
 Amounts due from related
  companies 20 2 20 2
 Bank and cash balances 41,902 4,169 28,524 2,681

    

50,936 5,069 36,871 3,467
    

Current liabilities
 Trade payables  789 78 1,148 108
 Accruals and other payables 20,040 1,994 21,090 1,983
 Derivative financial instruments 54 5 62 6
 Amounts due to related
  companies 446 44 443 42
 Borrowings 1,384 138 1,654 155
 Finance lease payables 1,203 120 1,187 112
 Provisions 1,483 148 1,460 137
 Current tax liabilities 5,985 596 6,340 596

    

31,384 3,123 33,384 3,139
    

Net current assets 19,552 1,946 3,487 328
    

(1) Translated into Hong Kong dollars at the rate of ¥10.05 to HK$1.00, the exchange rate prevailing 
on 28 September 2012 (i.e. the last business day in September 2012).

(2) Translated into Hong Kong dollars at the rate of ¥10.64 to HK$1.00, the exchange rate prevailing 
on 30 March 2012 (i.e. the last business day in March 2012).

As at 31 March 2012 and 30 September 2012, our net current assets totalled ¥3,487 
million (equivalent to approximately HK$328 million) and ¥19,552 million (equivalent 
to approximately HK$1,946 million), respectively, and our current ratio was 1.1 and 
1.6, respectively.
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Gearing Ratio

The gearing ratio is an indicator of our capital structure, which is calculated as total 
borrowings divided by total assets. Total borrowings comprised long and short-term 
bank borrowings. The gearing ratio decreased from 14.9% as at 31 March 2012 to 
9.0% as at 30 September 2012, primarily due to the increase in total assets and 
decrease in total borrowings.

Capital expenditure

Our capital expenditures consist primarily of purchases of land, buildings including 
the cost of leasehold improvements, tools and equipment, motor vehicles and 
construction in progress. Our capital expenditures for the six months ended 30 
September 2011 and 2012 were ¥4,818 million (equivalent to approximately HK$486 
million) and ¥6,033 million (equivalent to approximately HK$599 million), respectively. 
Our capital expenditures were primarily related to the improvements of facilities in our 
halls to enhance our competitiveness in attracting customers.

The following table sets forth our capital expenditures for the periods indicated:

Six months ended 30 September
2012

(unaudited)
2011

(unaudited)
(in millions)

¥ HK$(1) ¥ HK$(2)

Freehold land – – 1 ∆
Buildings including leasehold
 improvements 2,144 213 1,672 169
Tools and equipment 3,359 334 2,954 298
Motor vehicles 1 ∆ 4 ∆
Construction in progress 529 52 187 19

    

6,033 599 4,818 486
    

∆	 Less	than	HK$0.5	million.

(1) Translated into Hong Kong dollars at the rate of ¥10.05 to HK$1.00, the exchange rate prevailing 
on 28 September 2012 (i.e. the last business day in September 2012).

(2) Translated into Hong Kong dollars at the rate of ¥9.91 to HK$1.00, the exchange rate prevailing 
on 30 September 2011 (i.e. the last business day in September 2011).
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Inventories

The following table sets forth the components of our inventories as at the dates 
indicated:

30 September 2012
(unaudited)

31 March 2012
(audited)

(in millions)
¥ HK$(1) ¥ HK$(2)

G-prize 2,142 213 2,276 214
General prize 968 97 1,093 103
Supplies 383 38 1,162 109

    

3,493 348 4,531 426
    

(1) Translated into Hong Kong dollars at the rate of ¥10.05 to HK$1.00, the exchange rate prevailing 
on 28 September 2012 (i.e. the last business day in September 2012).

(2) Translated into Hong Kong dollars at the rate of ¥10.64 to HK$1.00, the exchange rate prevailing 
on 30 March 2012 (i.e. the last business day in March 2012).

Our total inventories decreased from ¥4,531 million (equivalent to approximately 
HK$426 million) as at 31 March 2012 to ¥3,493 million (equivalent to approximately 
HK$348 million) as at 30 September 2012. The decrease was primarily attributable to 
decrease in G-prize of ¥134 million (equivalent to approximately HK$13 million), 
general prize of ¥125 million (equivalent to approximately HK$12 million), and 
supplies of ¥779 million (equivalent to approximately HK$78 million).

PLEDGE OF ASSETS

As at 30 September 2012, certain property, plant, and equipment, other long-term 
assets and prepayments and other receivables were pledged as securities for the 
bank borrowings of ¥13,829 million (equivalent to approximately HK$1,377 million). 
For the relevant information, please refer to the “Loan facilities” on pages 32–33 of 
this announcement.

CONTINGENT LIABILITIES

As at 30 September 2012, we had no material contingent liabilities.

CAPITAL COMMITMENTS

The details to capital commitments are provided in note 14 to the interim condensed 
consolidated financial statements on page 12 of this announcement.

ACQUISITION AND DISPOSAL

For the six months ended 30 September 2012, there was no material acquisition and 
disposal any of our subsidiaries.
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USE OF PROCEEDS FROM THE INITIAL PUBLIC OFFERING

We have not used or do not propose to use the proceeds from the initial public 
offering in a manner different from that detailed in the prospectus of our Company 
dated 24 July 2012.

SIGNIFICANT INVESTMENTS

Save for the new hall opened, we did not have any significant investments during the 
six months ended 30 September 2012. Please refer to the Company’s prospectus 
dated 24 July 2012 for the details of the plan of material investments.

EMPLOYEES

As at 30 September 2012, we had approximately 9,912 employees (31 March 2012: 
10,124). We will regularly review remuneration and benefits of its employees 
according to the relevant market practice and individual performance of the 
employees. In addition to basic salary, employees are entitled to other benefits 
including social insurance contribution, housing fund schemes and discretionary 
incentive. The staff costs incurred in the six months ended 30 September 2012 was 
¥23,787 million (equivalent to approximately HK$2,367 million).

CAPITAL STRUCTURE

Principal sources of funds

Our principal sources of funds are cash generated from our operations and various 
short-term and long-term bank borrowings and lines of credit. Our primary liquidity 
requirements are to finance working capital, fund the payment of interest and 
principal due on our indebtedness and fund our capital expenditures and the growth 
and expansion of our operations.

We have historically met our working capital and other l iquidity requirements 
principally from cash generated by our operations, while financing the remainder 
primarily through bank borrowings. Going forward, we expect to continue relying 
principally on our internally-generated cash flows for our working capital and other 
liquidity requirements, and will also use the proceeds from the initial public offering 
and bank borrowings as capital resources to finance a portion of our operations. We 
have historically relied primarily on short-term debt, rather than long-term debt, in 
order to take advantage of the significantly lower interest rates on short-term debt, 
which in turn lowers our financing costs, and is also consistent with our approach to 
finance working capital. Should we increase the amount of our long-term capital 
expenditures and other capital commitments in the future, we may finance these long-
term expenditures with long-term debt, if necessary.
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Indebtedness

The following table sets forth our short-term and long term borrowings as at the dates 
indicated:

30 September 2012
(unaudited)

31 March 2012
(audited)

(in millions)
¥ HK$(1) ¥ HK$(2)

Borrowings:
Bank loans 12,212 1,215 19,772 1,858
Syndicated loans 3,127 312 3,465 326

    

15,339 1,527 23,237 2,184
    

Represented by:
 Secured 13,829 1,377 15,331 1,441
 Unsecured 1,510 150 7,906 743

    

15,339 1,527 23,237 2,184
    

The borrowings are repayable as follows:

On demand or within one year 1,384 138 1,654 155
In the second year 10,262 1,021 17,258 1,622
In the third to fifth years, inclusive 2,793 278 3,275 308
After five years 900 90 1,050 99

    

15,339 1,527 23,237 2,184

Less: Amount due for settlement
  within 12 months
 (shown under current liabilities) (1,384) (138) (1,654) (155)

    

Amount due for settlement after
 12 months 13,955 1,389 21,583 2,029
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The following table sets forth our finance lease payables as at the dates indicated:

30 September 2012
(unaudited)

31 March 2012
(audited)

(in millions)
¥ HK$(1) ¥ HK$(2)

Finance lease payables:
Present value of lease obligations 2,935 292 3,518 331

Less: Amount due for settlement
 within 12 months (shown under
 current liabilities) (1,203) (120) (1,187) (112)

    

Amount due for settlement after
 12 months 1,732 172 2,331 219

    

(1) Translated into Hong Kong dollars at the rate of ¥10.05 to HK$1.00, the exchange rate prevailing 
on 28 September 2012 (i.e. the last business day in September 2012).

(2) Translated into Hong Kong dollars at the rate of ¥10.64 to HK$1.00, the exchange rate prevailing 
on 30 March 2012 (i.e. the last business day in March 2012).

Loan facilities

On 15 September 2011, our subsidiary, Dynam*, entered into a loan agreement with 
a syndicate of lenders that amended a commitment line agreement dated 31 March 
2011, which provided for a revolving loan facility in an amount of up to ¥25,000 
million (the “Revolving Loan Facility”). The Revolving Loan Facility consists of two 
loans, and the commitment of the lenders to provide loans under the Revolving Loan 
Facility is available for a three-year period from the execution date of the original loan 
agreement. Borrowings under the Revolving Loan Facility bear interest at the rate of 
1.0% per annum over the interest rate for the corresponding loan term published by 
the Japanese Bankers Association for euroyen TIBOR, subject to adjustment from 
time to time. On 28 September 2012, in addition to the above revolving loan facility, 
the Company entered into a loan agreement with a syndicated of lenders, which 
provided for a revolving loan facility in an amount of up to ¥15,000 million. The 
commitment of the lenders to provide for loans under the Revolving Loan Facility is 
available for a three year period from the execution date of the original loan 
agreement. Borrowings under the Revolving Loan Facility bear interest at the rate of 
0.875% per annum over the interest rate for the corresponding loan term published 
by the Japanese Bankers Association for euroyen TIBOR, subject to adjustment from 
time to time.

* Dynam: DYNAM Co., Ltd.* (株式会社ダイナム), a stock company (kabushiki-gaisha 株式会社) 
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.
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As at 30 September 2012, ¥9,000 million (equivalent to approximately HK$896 
million) of the Revolving Loan Facility had been drawn down and ¥31,000 million 
(equivalent to approximately HK$3,085 million) remained available to be drawn down.

We have a number of additional bank borrowings, with both floating and fixed interest 
rates. As at 30 September 2012, our fixed interest rate bank borrowings bore interest 
at rates ranging from 1.180% to 2.725% per annum. All of our bank borrowings were 
denominated in Japanese yen.

As at 30 September 2012, we had total bank borrowings of approximately ¥15,339 
million (equivalent to approximately HK$1,527 million), of which the bank borrowings 
of approximately ¥13,829 million (equivalent to approximately HK$1,377 million) were 
secured by our property, plant and equipment, other long-term assets and 
prepayments and other receivables and the remaining bank borrowings of 
approximately ¥1,510 million (equivalent to approximately HK$150 million) were 
unsecured. We also had total finance lease payables of approximately ¥2,935 million 
(equivalent to approximately HK$292 million), of which approximately ¥1,203 million  
(equivalent to approximately HK$120 million) was to be repaid within one year.

At the close of business on 30 September 2012, we had a total amount of 
approximately ¥40,000 million  (equivalent to approximately HK$3,981 million) of 
banking facilities available to us, of which approximately ¥31,000 million (equivalent 
to approximately HK$3,085 million) was unutilised.

MARKET RISKS

We are exposed to various market risks in the ordinary course of business. Our risk 
management strategy aims to minimise the adverse effects of these risks on our 
financial results.

Foreign currency risk

We have minimal exposure to foreign currency risk as most of our business 
transactions, assets and liabilities are principally denominated in the functional 
currencies of our subsidiaries. We currently do not have a foreign currency hedging 
policy in respect of other foreign currency transactions, assets and liabilities. We will 
monitor our foreign currency exposure closely and will consider hedging significant 
foreign currency exposure should the need arise.

Credit risk

The carrying amount of our bank and cash balances, derivative financial instruments, 
trade receivables such as commission income from vending machines, and other 
receivables such as G-prize refundable, and amounts due from related companies 
included in our statement of financial position represents our maximum exposure to 
credit risk in relation to our financial assets. We have policies in place to ensure that 
our third party vending machine operators have appropriate credit histories.
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The credit risk on bank and cash balances and derivative financial instruments is 
limited because the counterparties are banks with high credit ratings assigned by 
international credit-rating agencies.

In order to minimise credit risk, our management has delegated a team to be 
responsible for the determination of credit l imits, credit approvals and other 
monitoring procedures. In addition, management reviews the recoverable amount of 
each individual trade debt regularly to ensure that adequate impairment losses are 
recognised for irrecoverable debts. In this regard, management considers that our 
credit risk is significantly reduced.

Due to the above factors, we have no significant concentration of credit risk.

Interest rate risk

Our exposure to interest rate risk arises from bank deposits, bank loans, syndicated 
loans and amounts due from and to related companies. These deposits and 
borrowings bear interest at variable rates.

We have used interest rate swaps in order to mitigate our exposure associated with 
fluctuations in interest rates.

CORPORATE GOVERNANCE

The Company is committed to the principles of corporate governance and corporate 
responsibility consistent with prudent management. The Board believes that such 
commitment will in the long term serve to enhance shareholders’ value. The Board 
has set up procedures on corporate governance that comply with the requirements of 
the Corporate Governance Code (the “Code”) contained in Appendix 14 to the Rules 
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited 
(“Listing Rules”).

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

Since 6 August 2012 (the “Listing Date”) up to 30 September 2012, the Company has 
complied with all the applicable code provisions set out in the Code, save and except 
for the following deviation:

Code Provision A.2.1

Under code provision A.2.1, the roles of chairman and chief executive should be 
separate and should not be performed by the same individual. Mr. Yoji SATO 
currently holds both positions.

Throughout the Group’s business history of over four decades, Mr. Yoji SATO has 
been the key leadership figure of the Group who has been primarily involved in 
formulation of business strategies and determination of the overall direction of the 
Group. He has also been chiefly responsible for the Group’s operations as he directly 
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supervises the Company’s executive officers. Taking into account the continuation of 
the implementation of the Company’s business plans, the Directors (including the 
independent non-executive Directors) consider Mr. Yoji SATO to be the best 
candidate for both positions and the present arrangements are beneficial and in the 
interests of the Company and the shareholders as a whole.

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES TRANSACTIONS BY 
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors 
of Listed Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as 
a code of conduct of the Company regarding Directors’ transactions of the listed 
securities of the Company. The Company has made specific enquiry to all of the 
Directors, and all of the Directors have confirmed that they have complied with the 
required standard of dealings as set out in the Model Code throughout the period 
commenced from the Listing Date and ended on 30 September 2012.

AUDIT COMMITTEE AND REVIEW OF FINANCIAL STATEMENTS

The Company has establ ished the audit committee in accordance with the 
requirements of the Code. The audit committee consists of three independent non-
executive Directors, namely Mr. Ichiro TAKANO (chairman), Mr. Yukio YOSHIDA and 
Mr. Thomas Chun Kee YIP. The primary duties of the audit committee are to assist 
the Board in providing an independent view of the effectiveness of financial reporting 
process, internal control and risk management system, overseeing the audit process 
and performing other duties and responsibilities as assigned by the Board. The audit 
committee also monitors the Directors in fulfilling their fiduciary duties.

The interim results for the six months ended 30 September 2012 are unaudited but 
have been reviewed by the audit committee.

The interim condensed consolidated financial statements for the six months ended 30 
September 2012 have also been reviewed by RSM Nelson Wheeler, the external 
auditor of the Company, in accordance with International Standard on Review 
Engagements 2410 “Review of Interim Financial Information Performed by the 
Independent Auditor of the Entity” issued by the International Federation of 
Accountants.

INTERIM DIVIDENDS

On 27 November 2012, the Board declared an interim dividend of ¥5.75 per ordinary 
share in respect of the six months ended 30 September 2012, payable on 17 
December 2012 to shareholders whose names appear on the Company’s share 
register as at the close of business on 30 September 2012. The exchange rate for the 
conversion of Japanese yen to Hong Kong dollars for the dividend distributed to 
shareholders in the currency other than Japanese yen will be based on the average 
currency rates prevailing five trading days (being 28 to 30 November 2012 and 3 to 4 
December 2012) immediately after 27 November 2012.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company, nor any of its subsidiaries has purchased, sold or redeemed 
any of the Company’s listed securities during the period from the Listing Date to 30 
September 2012.

PUBLICATION OF INTERIM RESULTS AND REPORT

This interim results announcement is published on the websites of the Stock 
Exchange (http://www.hkexnews.hk) and the Company (http://www.dyjh.co.jp). The 
interim report of the Company for the six months ended 30 September 2012 
containing all the information required by the Listing Rules will be despatched to the 
shareholders and made available for review on the aforesaid websites in due course.

On behalf of the Board
株式会社ダイナムジャパンホールディングス

(DYNAM JAPAN HOLDINGS Co., Ltd.*)
Yoji SATO
Chairman

Tokyo, Japan, 27 November 2012

As of the date of this announcement, the executive director of the Company is Mr. 
Yoji SATO, the non-executive director of the Company is Mr. Noriaki USHIJIMA and 
the independent non-executive directors of the Company are Mr. Katsuhide HORIBA, 
Mr. Ichiro TAKANO, Mr. Yukio YOSHIDA, Mr. Mitsutoshi KATO and Mr. Thomas Chun 
Kee YIP.


