Consolidated balance sheets

Assets
Current assets:

Cash on hand and in banks (Notes 12 and 14)

Notes and accounts receivable - trade (Note 14)

Merchandise and finished goods

Work in progress

Raw materials and supplies

Work in progress for game software

Other

Allowance for doubtful accounts

Total current assets

Fixed assets:

Tangible fixed assets, net of accumulated depreciation (Note 8(1))
Buildings and structures, net
Machinery and vehicles, net
Tools, fixtures and furniture, net
Equipment for amusement facilities, net
Land
Leased assets, net (Note 13(1))
Construction in progress
Total tangible fixed assets

Intangible assets

Investments and other assets
Investments in securities (Note 15)
Claims in bankruptcy and reorganization
Lease deposits (Note 14)
Deferred tax assets (Note 17)
Other
Allowance for doubtful accounts
Total investments and other assets

Total fixed assets

Total assets

Previous fiscal year Current fiscal year Current fiscal year
March 31, 2020 March 31, 2021 March 31, 2021
Millions of yen Millions of yen Thousands of U.S. dollars

65,657 71,239 647,636
15,959 25,096 228,150
1,557 2,005 18,233
883 897 8,154
258 850 7,727
21,222 24,443 222,212
3,320 2,896 26,329
(31) (37) (340)
108,829 127,391 1,158,103
10,644 10,666 96,969
14 11 109
1,445 1,401 12,743
1,879 1,628 14,804
5,235 5,235 47,595
1,118 1,141 10,379
509 1,230 11,184
20,847 21,316 193,786
351 1,229 11,174
415 589 5,354

19 19 174
4,134 4,140 37,636
7,906 8,089 73,545
996 969 8,813
(32) (32) (294)
13,438 13,775 125,231
34,636 36,321 330,192
143,466 163,712 1,488,296

The accompanying notes are an integral part of these financial statements.




Consolidated balance sheets

Liabilities
Current liabilities:
Notes and accounts payable - trade (Note 14)
Electronically recorded monetary liabilities (Note 14)
Current portion of long-term borrowings (Notes 14 and 25)
Lease obligations (Note 25)
Accrued income taxes
Accrued bonuses
Deferred revenues
Other
Total current liabilities
Long-term liabilities:
Long-term borrowings (Notes 14 and 25)
Lease obligations (Note 25)
Deferred tax liabilities (Note 17)
Liabilities for retirement benefits for employees (Note 16)
Asset retirement obligations (Notes 18 and 25)
Other
Total long-term liabilities
Total liabilities
Net assets
Shareholders' equity:
Common stock
Capital surplus
Retained earnings
Treasury stock
Total shareholders' equity
Accumulated other comprehensive income:
Net unrealized gain or loss on securities, net of tax
Cumulative translation adjustments
Accumulated adjustments for retirement benefits
Total accumulated other comprehensive income
Total net assets

Total liabilities and net assets

Previous fiscal year Current fiscal year Current fiscal year
March 31, 2020 March 31, 2021 March 31, 2021
Millions of yen Millions of yen Thousands of U.S. dollars
3,461 2,820 25,638
2,383 882 8,022
4,129 727 6,617
502 594 5,407
5,612 6,957 63,248
3,130 4,056 36,877
7,642 6,673 60,665
9,000 9,878 89,801
35,863 32,590 296,278
2,606 4,878 44,352
690 630 5,732
4 1 17
3,212 3,468 31,529
656 671 6,107
697 676 6,149
7,868 10,327 93,889
43,731 42,918 390,168
33,239 33,239 302,175
21,329 21,329 193,900
74,275 93,861 853,283
(27,458) (27,461) (249,653)
101,385 120,967 1,099,706
(106) 56 514
(1,306) (10) (98)
(237) (219) (1,993)
(1,650) (173) (1,578)
99,735 120,794 1,098,127
143,466 163,712 1,488,296

The accompanying notes are an integral part of these financial statements.




Consolidated statements of income

Previous fiscal year

April 1, 2019
to March 31, 2020

Current fiscal year

April 1, 2020
to March 31, 2021

Current fiscal year

April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Net sales
Cost of sales (Note 9(1))

Gross profit

Selling, general and administrative expenses
(Notes 9(2) and (3))
Operating income

Non-operating income:
Interest income
Dividend income
Exchange gains, net
Subsidy income
Compensation for damage
Other
Total non-operating income:
Non-operating expenses:
Interest expense
Commission fees

Exchange loss, net
Loss on liquidation of subsidiaries
Other

Total non-operating expenses

Ordinary income

Special losses:
Loss on sales and/or disposal of fixed assets (Note 9(4))
Loss on sales of investments in securities
Total special losses

Net income before income taxes

Income taxes - current

Income taxes - deferred (Note 17)

Total income taxes

Net income

Net income attributable to owners of the parent

81,591 95,308 866,444
40,643 42,567 386,974
40,947 52,741 479,469
18,119 18,145 164,960
22,827 34,596 314,509
271 65 597
18 19 175
- 611 5,561
86 52 476
- 130 1,188
104 155 1,412
480 1,035 9,412
74 72 659
69 46 425
93 - -
- 452 4,112
113 214 1,951
350 786 7,148
22,957 34,845 316,773
62 16 149
4 - -
67 16 149
22,890 34,828 316,624
8,472 10,084 91,676
(1,531) (179) (1,629)
6,941 9,905 90,046
15,949 24,923 226,578
15,949 24,923 226,578

The accompanying notes are an integral part of these financial statements.




Consolidated statements of comprehensive income

Previous fiscal year

April 1, 2019
to March 31, 2020

Current fiscal year

April 1, 2020
to March 31, 2021

Current fiscal year

April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Net income
Other comprehensive income (Note 10)
Net unrealized gain or loss on securities, net of tax
Cumulative translation adjustments
Adjustments for retirement benefits
Total other comprehensive income
Comprehensive income
Comprehensive income attributable to:
Owners of the parent

Non-controlling interests

15,949 24,923 226,578
(133) 163 1,482
(592) 1,295 11,779
34 17 162
(691) 1,476 13,423
15,257 26,400 240,001

15,257 26,400 240,001

The accompanying notes are an integral part of these financial statements.




Consolidated statements of changes in net assets

(Millions of yen)

Shareholders' equity

Common stock Capital surplus Retained earnings Treasury stock sharxtjllers'
equity
Balance as of April 1, 2019 33,239 21,328 62,595 (27,456) 89,708
Changes of items during the current fiscal year
Cash dividends (Note 11(1)) (4,270) (4,270)
Net income attributable to owners of the parent 15,949 15,949
Repurchase of treasury stock (2) (2)
Disposal of treasury stock 0 0 0
Net changes of items other than shareholders' equity
Total changes of items during the current fiscal year - 0 11,679 (2) 11,677
Balance as of March 31, 2020 33,239 21,329 74,275 (27,458) 101,385

Accumulated other comprehensive income

Net unrealized gain Cumulative Accumulated Total accumulated
on securities, net of translation adjustments for other comprehensive Total net assets
tax adjustments retirement benefits income
Balance as of April 1, 2019 26 (713) (271) (958) 88,749
Changes of items during the previous fiscal year
Cash dividends (Note 11(1)) (4,270)
Net income attributable to owners of the parent 15,949
Repurchase of treasury stock (2)
Disposal of treasury stock 0
Net changes of items other than shareholders' equity (133) (592) 34 (691) (691)
Total changes of items during the current fiscal year (133) (592) 34 (691) 10,985
Balance as of March 31, 2020 (106) (1,306) (237) (1,650) 99,735

The accompanying notes are an integral part of these financial statements.




Consolidated statements of changes in net assets

(Millions of yen)

Shareholders' equity

Common stock Capital surplus Retained earnings Treasury stock sharzaf)akljers‘
equity
Balance as of April 1, 2020 33,239 21,329 74,275 (27,458) 101,385
Changes of items during the current fiscal year
Cash dividends (Note 11(2)) (5,337) (5,337)
Net income attributable to owners of the parent 24,923 24,923
Repurchase of treasury stock (3) (3
Disposal of treasury stock -
Net changes of items other than shareholders' equity
Total changes of items during the current fiscal year - - 19,586 (3) 19,582
Balance as of March 31, 2021 33,239 21,329 93,861 (27,461) 120,967

Accumulated other comprehensive income

Net unrealized gain Cumulative Accumulated Total accumulated
on securities, net of translation adjustments for other comprehensive Total net assets
tax adjustments retirement benefits income
Balance as of April 1, 2020 (106) (1,306) (237) (1,650) 99,735
Changes of items during the fiscal year
Cash dividends (Note 11(2)) (5,337)
Net income attributable to owners of the parent 24,923
Repurchase of treasury stock (3)
Disposal of treasury stock -
Net changes of items other than shareholders' equity 163 1,295 17 1,476 1,476
Total changes of items during the current fiscal year 163 1,295 17 1,476 21,058
Balance as of March 31, 2021 56 (10) (219) (173) 120,794

(Thousands of U.S. dollars)

Shareholders' equity

Common stock Capital surplus Retained earnings Treasury stock sharlg;alnljers'
equity

Balance as of April 1, 2020 302,175 193,900 675,228 (249,619) 921,684
Changes of items during the fiscal year

Cash dividends (Note 11(2)) (48,522) (48,522)

Net income attributable to owners of the parent 226,578 226,578

Repurchase of treasury stock (33) (33)

Disposal of treasury stock -

Net changes of items other than shareholders' equity -
Total changes of items during the fiscal year - - 178,055 (33) 178,021
Balance as of March 31, 2021 302,175 193,900 853,283 (249,653) 1,099,706

Accumulated other comprehensive income

Net unrealized gain Cumulative Accumulated Total accumulated
on securities, net of translation adjustments for other comprehensive Total net assets
tax adjustments retirement benefits income
Balance as of April 1, 2020 (967) (11,878) (2,155) (15,001) 906,682
Changes of items during the fiscal year
Cash dividends (Note 11(2)) (48,522)
Net income attributable to owners of the parent 226,578
Repurchase of treasury stock (33)
Disposal of treasury stock -
Net changes of items other than shareholders' equity 1,482 11,779 162 13,423 13,423
Total changes of items during the fiscal year 1,482 11,779 162 13,423 191,445
Balance as of March 31, 2021 514 (98) (1,993) (1,578) 1,098,127

The accompanying notes are an integral part of these financial statements.




Consolidated statements of cash flows

Previous fiscal year

April 1, 2019
to March 31, 2020

Current fiscal year

April 1, 2020
to March 31, 2021

Current fiscal year

April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Cash flows from operating activities:
Net income before income taxes
Depreciation and amortization
Increase (decrease) in allowance for doubtful accounts
Increase in accrued bonuses
Increase in liabilities for retirement benefits for employees
Interest and dividend income
Interest expense
Exchange (gain) loss, net
Loss on sales and/or disposal of fixed assets
Decrease in accounts receivable - trade
Decrease in inventories
Decrease in work in progress for game software
(Decrease) increase in notes and accounts payable - trade
(Decrease) increase in deferred revenue
Other
Subtotal
Interest and dividends received
Interest paid
Income taxes paid
Net cash provided by operating activities
Cash flows from investing activities:
Payments into time deposits
Proceeds from withdrawal of time deposits
Payments for acquisitions of tangible fixed assets
Proceeds from sales of tangible fixed assets
Payments for acquisitions of intangible assets
Payments for purchase of investments in securities
Proceeds from sales of investments in securities
Payments for other investing activities
Proceeds from other investing activities
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from long-term borrowings
Repayments of long-term borrowings
Repayments of lease obligations
Payments for repurchase of treasury stock
Dividends paid by parent company
Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year (Note 12)

22,890 34,828 316,624
2,795 2,791 25,378
(25) 5 46
49 912 8,292
258 281 2,557
(289) (85) (773)
74 72 659
180 (37) (345)
62 16 149
(2,117) (9,028) (82,076)
(256) (997) (9,069)
(4,293) (3,213) (29,213)
749 (2,233) (20,307)
6,107 (1,077) (9,791)
2,418 527 4,794
28,605 22,761 206,924
265 99 905
(75) (72) (661)
(6,515) (8,162) (74,208)
22,279 14,625 132,959
(6,019) (13,742) (124,930)
- 12,660 115,094
(2,273) (2,305) (20,961)
0 1 13
(65) (817) (7,430)
(10) (15) (139)
3 - -
(213) (51) (468)
140 37 337
(8,437) (4,233) (38,483)
- 3,000 27,272
(1,579) (4,129) (37,538)
(505) (500) (4,552)
(1) (3) (33)
(4,265) (5,331) (48,469)
(6,351) (6,965) (63,321)
(823) 944 8,587
6,667 4,371 39,742
53,004 59,672 542,474
59,672 64,043 582,216

The accompanying notes are an integral part of these financial statements.




1. Major policies in preparing the consolidated financial statements:
The accompanying consolidated financial statements of CAPCOM CO., LTD. (the “Company”) and
its subsidiaries have been prepared on the basis of accounting principles generally accepted in Japan,
which are different in certain respects as to application and disclosure requirements from International
Financial Reporting Standards, and are compiled from the consolidated financial statements prepared
by the Financial Instruments and Exchange Act.
Each amount in the consolidated financial statements and notes is rounded down to the nearest
1 million yen (in the case of translation into U.S. dollars, it is rounded down to the nearest 1
thousand U.S. dollars).
The rate of ¥110 to U.S.$1.00, the approximate current rate of exchange prevailing on March 31, 2021,
has been used for the purpose of presentation of the U.S. dollar amounts in the accompanying
consolidated financial statements. These U.S. dollar amounts are included solely for convenience
and should not be construed as representations that the Japanese yen amounts actually represent,
have been or could be converted into U.S. dollars at this or any other rate.

2. Summary of significant accounting policies:

(1) Principles of consolidation

The consolidated financial statements consist of the accounts of the Company and its 12 majority
owned subsidiaries (the “Companies”) at the relevant balance sheet date. All significant intercompany
transactions and accounts have been eliminated.

The investments in 20% to 50% owned companies (affiliated companies) are, with minor exceptions,
accounted for under the equity method.

The 12 subsidiaries are as follows:
CAPCOM U.S.A., INC. (U.S.A.)
BEELINE INTERACTIVE, INC. (U.S.A.)
CE EUROPE LTD. (U.K.)
CAPCOM ENTERTAINMENT GERMANY GmbH (Germany)
CAPCOM ENTERTAINMENT FRANCE SAS (France)
CAPCOM SINGAPORE PTE. Ltd. (Singapore)
CAPCOM ASIA CO., LTD. (Hong Kong)
CAPCOM TAIWAN CO., LTD. (Taiwan)
CAPCOM MAINTENANCE SERVICE CO., LTD. (Japan)
K2 CO., LTD. (Japan)
ENTERRISE CO., LTD. (Japan)
ADELION CO., LTD. (Japan)

An affiliated company accounted for under the equity method is as follows:
STREET FIGHTER FILM, LLC (U.S.A.)

CAPCOM MEDIA VENTUERS, INC. has been excluded from the scope of consolidation due to its
merger with the surviving company, CAPCOM U.S.A., Inc. during the current fiscal year.

ADELION CO., LTD. and CAPCOM SINGAPORE PTE. LTD., have been included in the scope of
consolidation due to foundation during the current fiscal year.

CAPCOM GAME STUDIO VANCOUVER, INC. and BEELINE INTERACTIVE CANADA, INC. have been
excluded from the scope of consolidation due to their liquidation during the current fiscal year.
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(2) Investments in securities

Available-for-sale securities whose fair values are readily determinable are stated at fair
value at the fiscal year end. Net unrealized gains or losses on these securities are recorded
as a separate component of “Net assets,” at the net of tax amount. The cost of securities
sold is determined based on the average cost of all such securities held at the time of sale.
Other securities whose fair values are not readily determinable are stated at cost, cost being
determined by the average cost method.

(3) Inventories (“Merchandise and finished goods,” “Work in progress,” “Raw materials

(4)

()

(6)

(7

(8)

and supplies”) and “Work in progress for game software”

Inventories are stated at the acquisition cost, determined principally by the moving average
cost method. Inventories are stated at cost with the book value reduction method based on
a decline in profitability for balance sheet carrying amounts.

Work in progress for game software, including development costs incurred by subcontractors
for game machines, is stated at accumulated cost on a specific project basis. Work in
progress for game software is stated at cost with the book value reduction method based on
a decline in profitability for balance sheet carrying amounts.

Tangible fixed assets, except for leased assets

Tangible fixed assets are stated at cost. The Company and its domestic subsidiaries compute
depreciation of tangible fixed assets using the declining balance method at rates based on

the estimated useful life of the respective asset, except for buildings (excluding leasehold
improvements and auxiliary facilities attached to buildings), for which depreciation is computed
using the straight-line method. Foreign subsidiaries, except for some subsidiaries, compute
depreciation on a straight-line basis.

The primary useful lives are as follows:

Buildings and structures 3-50 years
Equipment for amusement facilities 3-20 years
Intangible assets, except for leased assets

Amortization of intangible assets is computed by the straight-line method. The amortization period,
except that for computer software, is based upon the individual estimated useful life of the asset.
The amortization period for computer software is based upon the estimated period of internal use
(5 years.)

Leased assets
Leases that do not transfer ownership of the leased assets to the lessee

Depreciation of such leased assets is computed by the straight-line method with the lease term
regarded as useful life and the residual value at zero. If there is a contract on guaranteed residual
value for the lease, such guaranteed residual value is used as the accounting residual one.
Effective form the beginning of the fiscal year ended March 31 2020, foreign subsidiaries of the
Company preparing financial statements based on International Financial Reporting Standard have
adopted International Financial Reporting Standards No. 16 “Leases” ("IFRS 16") as described in
"Change in accounting policies." IFRS 16 requires lessees to present all the leases as assets and
liabilities on the balance sheet in principle and depreciate right-of-use assets using the straight-line
method. Furthermore, leases under IFRS 16 are classified as finance leases.

Allowance for doubtful accounts

The allowance for doubtful accounts is calculated based on the prior loss experience and the
estimated amount of probable individual bad debts at the fiscal year end. This amount is considered
sufficient to cover possible losses on collection.

Accrued bonuses

Accrued bonuses are stated at the estimated amount of the bonus to be paid to employees based
on their services provided during the fiscal year.



(9) Attributing retirement benefits to service periods and amortizing liabilities unrealized in profit or loss

In calculating projected benefit obligations, attributing retirement benefits to service periods is
based on benefit formula method. Actuarial net gains or losses are amortized over 13 to 14 years,
commencing from the following year in which they arise.

(10) Significant revenue and cost recognition
®Revenue recognition for game content

a. Information related to contracts and performance obligations

Major updating or other similar events after the release date are planned for some
game software titles with online features among those which the Company sold to
customers. Such events include the release of game content items which
customers can play free of charge, and these releases are announced to and
anticipated by customers. The Company assumes that it has an obligation to
release these free download content items (Free DLCs) in future to customers.
Therefore, Free DLCs for those yet to be released are not recognized as revenue at
the end of consolidated fiscal year.

b. Information on the calculation of the transaction price and

c. information on the calculation of the amount to be allocated to performance
obligations

The Company identifies distinct performance obligations for the “Full Game,”
which becomes available for playing on the release date, and “Free DLCs,” which
are additionally provided after the release date through major updating or other
similar events, and allocates the transaction price of a game software title sold to
customers to the Full Game and Free DLCs, based on their stand-alone selling
prices. But the stand-alone selling prices of Full Game and Free DLCs were not
directly observable. Therefore, the Company selected game software titles with
charged downloadable content items (Charged DLCs) similar to the applicable
game software titles by considering the game genres, details of the Full Game and
DLCs, and distribution methods, and calculates the average ratio of the selling
prices of Charged DLCs to the total of the selling prices of the Full Game and
Charged DLCs (selling price ratio). The Company determined the transaction price
of Free DLCs by multiplying the selling price of game software sold by the Company
to customers by the selling price ratio.

d. Information on the time of satisfaction of performance obligations

The Company assumes that performance obligation is satisfied when Free DLC is
provided to customers and made them available to play. Therefore, revenue from
Free DLCs for those yet to be provided is deferred, recognized as sales over the
planned period of Free DLC distribution after the date of provision based on the fact
that it is released.

@ Cost of game software production

Game software is produced by a combination of software functioning as program
and multi-game content such as images and sound data. Since the Company
consider both software and content as nonseparable, the primary economic value
is based on content. Overall, the cost of game software is booked as work in
progress for game software when commercialization has been authorized at the
company. The cost of production capitalized as assets is booked as cost of sales
based on expected sales revenue.

(11) Cash and cash equivalents in the consolidated statements of cash flows
Cash and cash equivalents include all highly liquid investments with original maturities of three
months or less that are readily convertible to known amounts of cash and are so near maturity
that they present an insignificant risk of change in value.

(12) Other

Accounting for consumption taxes

Consumption taxes on goods and services are not included in the revenue and expense amounts
in the accompanying consolidated statements of income.
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3. Significant accounting estimates

(1) Revenue recognition of free download contents

® Deferred revenue of free download contents
on the consolidated financial statement for the current fiscal year

Of the ¥6,673 million ($60,665 thousands) stated as deferred revenue in the
consolidated balance sheet for the current fiscal year, the amount of deferred
revenue provided to free download contents for those yet to be released at the
end of the current fiscal year was ¥6,385 million ($58,048 thousands).

@ Information on significant accounting estimates for identified items

a. Estimate calculation method b. Major assumption for estimation

It is the same as the content described in Note 2 (10) @, "Summary of
significant accounting policies - Significant revenue and cost recognition -
Revenue recognition for game content".

c. The impact on the consolidated financial statement for the next fiscal year
The amount stated on the consolidated balance sheet for the current fiscal year will be
recognized as sales in the next fiscal year.

(2) Valuation of work in progress for game software

® Work in progress for game software stated on the consolidated financial statement
for the current fiscal year

Out of the work in progress for game software of ¥24,443 million ($222,212 thousand)
stated on the consolidated balance sheet for the current fiscal year, the Company decided
that game titles of ¥4,774 million ($43,407 thousand) that could have a significant impact
on the consolidated financial statement for the next fiscal year as a result of
comprehensively taking into account materiality in value by title and possibility of reviewing
the planned sales revenue.

@ Information on significant accounting estimates

a. Estimate calculation method

Work in progress for game software is stated at cost with the book value reduction
method based on a decline in profitability for balance sheet carrying amount. For
game software titles yet to be released, the Company reduces the carrying
amounts to the net selling price, which is reasonably estimated by deducting the
estimated additional development costs and the estimated direct selling expenses
from the planned sales revenue, in the case that the carrying amounts for game
software exceed the net selling price. For released game software titles, in the
case that the actual sales revenue is significantly below the plan continuously or
remarkable decline in revenue is expected, the Company reviews the planned
sales revenue and reasonably review the net selling price, which is calculated by
deducting the estimated additional development cost and the estimated direct
selling expenses from the reviewed planned sales revenue, and then reduces the
carrying amounts to the renewed net selling price.

b. Major assumptions for estimation

The number of units sold and the selling price, which are the basis for the
estimates of the planned sales revenue were judged by management subjectively
based on the forecast of console markets and user’s purchase trends, among
others, and by referring to the reputation of previous and similar titles, price
strategies, and method for distribution to customers, among others.

c. Impact on the consolidated financial statement for the next fiscal year

The Company considers that the elements used for the major assumptions to
calculate work in progress for game software are reasonable. However, in the case
of market shifts and unexpected changes in economic and business preconditions,
there is a possibility that the carrying amount of work in progress for game
software for the next fiscal year might be affected. As the margin of safety ratio
(financial indicator to measure how far the planned sales revenue exceeds the
break even sales) for the titles described in "@ Work in progress for game
software stated on the consolidated financial statement for the current fiscal year"
is around 20% on average, there is a possibility of a reduction in the carrying
amount for work in progress for game software if the margin of safety ratio for the
titles in question is below 20%.
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4. Unapplied accounting standards, etc., to be applied to the Companies

(1) Accounting Standard for Revenue Recognition, etc.
“Accounting Standard for Revenue Recognition” (ASBJ Guidance No. 29, March 31, 2020)
“Implementation Guidance on Accounting Standard for Revenue Recognition” (ASB]
Guidance No. 30, March 26, 2021)
(i) Overview
This is a comprehensive accounting standard for revenue recognition.
Revenue recognition takes the following five steps.
Step 1: Identify the contract(s) with a customer
Step 2:  Identify the separate performance obligations in the contract
Step 3: Determine the transaction price
Step 4: Allocate the transaction price to the separate performance obligations
Step 5: Recognize revenue when the entity satisfies a performance obligation
(i) Effective date
Effective from the beginning of the fiscal year ending March 31, 2022
(iiii’) Effects of application of the Guidance
The impact is now under examination.

(2) Accounting Standard for Fair Value Measurement (ASBJ Statement No. 30, July 4, 2019)
Implementation Guidance on Accounting Standard for Fair Value Measurement
(ASBJ Guidance No. 31, July 4, 2019)
Accounting Standard for Measurement of Inventories (ASBJ Statement No. 9, July 4, 2019)
Accounting Standard for Financial Instruments (ASBJ Statement No. 10, July 4, 2019)
Implementation Guidance on Disclosures about Fair Value of Financial Instruments
(ASBJ Guidance No. 19, March 31, 2020)
(i) Overview
To enhance comparability with internationally accepted accounting standards, Accounting
Standard for Fair Value Measurement and Implementation Guidance on Accounting
Standard for Fair Value Measurement ("Fair Value Measurement Accounting Standard, etc.")
have been developed and the guidance on methods of fair value calculation, etc., has been
clearly stated. Fair Value Measurement Accounting Standard, etc., will be applied to the
fair value for the following items.
Financial instruments in Accounting Standard for Financial Instruments
Inventories held for short-term trading purposes in Accounting Standard for Measurement of
Inventories
Implementation Guidance on Disclosures about Fair Value of Financial Instruments has been
revised and the disclosure guidance on the notes to the breakdown of the fair value of financial
instruments has been clearly stated.

(i) Effective date
Effective from the beginning of the fiscal year ending March 31, 2022

(i) Effects of application of the Guidance
The impact is now under examination.

5. Unapplied accounting standards, etc., to be applied to foreign subsidiaries

(1) Leases (US GAAP ASU 2016-02)
(i) Overview
This accounting standard requires the lessee to present assets and liabilities for all
leases in principle.

(i) Effective date
To be adopted from the beginning of the fiscal year ending March 31 2023

(iiii’) Effects of application of the Guidance
The impact is now under examination.

6. Change in presentation
(Adoption of Accounting Standard for Disclosure of Accounting Estimates)

"Accounting Standard for Disclosure of Accounting Estimates" (ASBJ Statement No. 31,
March 31, 2020) is applied at the current fiscal year, note related to significant
accounting estimates is stated in the Consolidated Financial Statements.

However, in accordance with the transitional treatment stipulated in the provisions of
paragraph 11 of the Accounting Standard for Disclosure of Accounting Estimates, the
content related to the previous fiscal year is not stated in the notes.

7. Additional information

(Accounting Estimates taking into account the impact of the new coronavirus infection spreading )
With the new coronavirus infection spreading, the Companies have introduced telework for all
employees. In the Arcade operation business, the Companies have changed business hours
for some amusement stores or temporarily closed others. Under the assumption that the
spread of the infectious disease would continue until the first half of 2021, the Companies
reflected this assumption in the accounting estimates on accounting treatments, such as
realizabilities of deferred tax assets, etc. It will negatively affect the Companies' business
results and financial potions if the spread of the new coronavirus continues.

(Adoption of Accounting Standard for Accounting Policy Disclosures, Accounting Changes and Error
Corrections)
" Accounting Standard for Accounting Policy Disclosures, Accounting Changes and Error Corrections
"(ASBJ Statement No. 24, March 31, 2020) is applied at the current fiscal year and disclose
"Significant revenue and cost recognition"
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8. Notes to consolidated balance sheets

(1) Accumulated depreciation of tangible fixed assets

Previous fiscal year
March 31, 2020

Current fiscal year
March 31, 2021

Current fiscal year
March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Accumulated depreciation of tangible fixed assets

22,065

23,573

214,304

(Note) The above balances include the accumulated impairment loss on tangible fixed assets.

(2) Overdraft agreements and credit line agreements

The Company has entered into overdraft agreements for the purpose of efficient and sustainable financing and improving the efficiency of funds operations

and the Company’s financial flexibility.

The Company had entered into credit line agreements of ¥20,000 million at the end of the previous fiscal year, but the agreement expired at the end of the

current fiscal year.

Previous fiscal year
March 31, 2020

Current fiscal year
March 31, 2021

Current fiscal year
March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Total amount of overdraft limit and credit line 26,700 6,700 60,909
Borrowings - - -
Unexercised balance 26,700 6,700 60,909
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9. Notes to consolidated statements of income

(1) The amount of book value reduction based on a decline in profitability including in “Cost of Sales”

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

6,754

943

8,574

(2) Major items and the amounts under “Selling, general and administrative expenses”

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Advertising expenses
Promotion expenses
Salaries for directors and employees

Provision for accrued bonuses

3,080
1,172
4,719
1,037

2,684

493
4,717
1,662

24,406

4,488
42,890
15,111

(3) Research and development expenses included in general and administrative expenses

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

1,253

1,461

13,282

(4) The breakdown of “Loss on sales and/or disposal of fixed assets”

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Buildings and structures 8 2 26
Tools, fixtures and furniture 7 (0) (1)
Equipment for amusement facilities 30 13 123
Software 15 0 0
Total 62 16 149
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10. Notes to consolidated statements of comprehensive income

Amount of recycling and income tax effect associated with other comprehensive income

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Net unrealized gain or loss on securities

Amount arising during the fiscal year

Amount of recycling

Net gain before the effect of income taxes

Effect of income taxes

Net unrealized gain or loss on securities, net of tax
Cumulative translation adjustment

Amount arising during the fiscal year

Amount of recycling

Adjustments for cumulative translation adjustment
Adjustments for retirement benefits

Amount arising during the fiscal year

Amount of recycling

Net gain before the effect of income taxes

Effect of income taxes

Adjustments for retirement benefits, net of tax
Total other comprehensive income

(133) 163 1,482
(133) 163 1,482
(133) 163 1,482
(591) 937 8,525
(0) 357 3,253
(592) 1,295 11,779
5 (17) (161)

43 43 394
49 25 233
(15) (7) (71)
34 17 162
(691) 1,476 13,423
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11. Notes to consolidated statements of changes in net assets

(1) Previous fiscal year (April 1, 2019 to March 31, 2020)

@® Number of outstanding shares

Type of shares

Number of shares as of
April 1, 2019

Increase in the number
of shares

Decrease in the number
of shares

Number of shares as of
March 31, 2020

Common stock (thousand shares)

135,446

135,446

(Note)

@ Number of treasury stocks

There was no increase or decrease in the current fiscal year.

Type of shares Number of shares as of | Increase in the number | Decrease in the number | Number of shares as of
P April 1, 2019 of shares of shares March 31, 2020
Common stock (thousand shares) 28,695 0 0 28,695
(Note) 1. The increase was due to purchases of less-than-one-unit shares. 0 thousand shares
2. The decrease was due to sales of less-than-one-unit shares. 0 thousand shares
® Dividend
(i) Amount of dividends paid
Resolution Type A'_“F’“"t Dividend per Record date Effective date
of shares of dividends share (yen)
General shareholders'
meeting held on June | Common stock ¥2,135 million 20 March 31, 2019 June 18, 2019
17, 2019
Board of Directors'
meeting held on Common stock ¥2,135 million 20 September 30, 2019 November 14, 2019
October 29, 2019

(ii ) Dividends whose effective date was to be after the end of current fiscal year and record date was included in the current fiscal year.

. Type Source Amount Dividend per )
Resolution of shares of dividends of dividends share (yen) Record date Effective date
General shareholders' Retained
meeting held on June | Common stock . ¥2,668 million 25 March 31, 2020 June 18, 2020
17, 2020 earnings
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(2) Current fiscal year (April 1, 2020 to March 31, 2021)

® Number of outstanding shares

Type of shares

Number of shares as of
April 1, 2020

Increase in the number
of shares

Decrease in the number

of shares

Number of shares as of
March 31, 2021

Common stock (thousand shares)

135,446

135,446

(Note)

@ Number of treasury stocks

There was no increase or decrease in the current fiscal year.

Type of shares

Number of shares as of
April 1, 2020

Increase in the number
of shares

Decrease in the number

of shares

Number of shares as of
March 31, 2021

Common stock (thousand shares)

28,695

28,696

(Note)

@ Dividend

(i) Amount of dividends paid

The increase was due to purchases of less-than-one-unit shares.

0 thousand shares

Resolution Type Amgunt Dividend per Record date Effective date
of shares of dividends share (yen)
General shareholders'
meeting held on June | Common stock ¥2,668 million 25 March 31, 2020 June 18, 2020
17, 2020
Board of Directors'
meeting held on Common stock ¥2,668 million 25 September 30, 2020 November 13, 2020
October 29, 2020
Type Amount Dividend per
Resolution P L share (U.S. Record date Effective date
of shares of dividends
dollars)
General shareholders'
meeting held on June | Common stock | $24,261 thousand 0.23 March 31, 2020 June 18, 2020
17, 2020
Board of Directors'
meeting held on Common stock | $24,261 thousand 0.23 September 30, 2020 November 13, 2020

October 29, 2020

(i) Dividends whose effective date was to be after the end of current fiscal year and record date was included in the current fiscal year.

. Type Source Amount Dividend per .
Resolution of shares of dividends of dividends share (yen) Record date Effective date
General shareholders' Retained
meeting held on June | Common stock . ¥4,910 million 46 March 31, 2021 June 23, 2021
earnings
22,2021
Dividend per
Resolution Type Spgrce Af“?“”t share (U.S. Record date Effective date
of shares of dividends of dividends
dollars)
General shareholders' Retained
meeting held on June | Common stock . $44,640 thousand 0.42 March 31, 2021 June 23, 2021
22 2021 earnings

(Note)

based on the amount before the stock split.
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12. Notes to consolidated statements of cash flows

Cash and cash equivalents at end of year

Previous fiscal year

April 1, 2019
to March 31, 2020

Current fiscal year

April 1, 2020
to March 31, 2021

Current fiscal year

April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Cash on hand and in banks

Thousands of U.S. dollars

65,657 71,239 647,636
Time deposits with maturities over three months ~(5,985) (7,196) (65,419)
Cash and cash equivalents 59,672 64,043 582,216
13. Accounting for leases

(1) Capital leases

Capital leases which do not transfer ownership of the leased assets to the lessee

- Leased assets:
Tangible fixed assets

Major assets are equipment for amusement facilities for the "Arcade operations" segment and office rent for some subsidiaries.

- Depreciation method:

See Note 2(6), "Summary of significant accounting policies - Leased assets."

(2) Operating leases
@ Future lease payments

Previous fiscal year
March 31, 2020

Current fiscal year
March 31, 2021

Current fiscal year
March 31, 2021

Millions of yen Millions of yen Thousands of U.S. dollars
Due within one year 360 389 3,542
Due over one year 1,521 1,279 11,635
Total 1,882 1,669 15,178
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14. Financial instruments

(1) Conditions of financial instruments

@® Management policy

The Companies' fund management policy is to invest in financial instruments that have high levels of safety concerning the repayment of the
principal and the receipt of interest, taking safety, liquidity (negotiability, marketability) and profitability into consideration. The Companies
raise funds through borrowings from financial institutions, such as banks, etc. The Companies also utilize derivative financial instruments in
order to hedge foreign currency exchange risk and interest fluctuation rate risk and do not enter into derivative financial instruments for
speculative purposes.

@ Financial instruments, risks, and risk management

Notes and accounts receivable - trade are exposed to the credit risk of customers. To minimize the risk, the Companies regularly monitor the
credit status of major customers as well as perform due date control and balance control for each customer according to the importance of
the business in accordance with credit exposure management rules.

Lease deposits are mainly related to lease agreements, which are exposed to the credit risk of lessors. The Companies make the best effort
to understand the credit conditions of the lessors when the Companies start transactions with the lessors and renew the agreements ,or
timely in other situations.

The investments in securities the Company holds consist mainly of listed equity securities of its business partners. These securities are exposed
to stock price volatility risk. To minimize such risk, the Company states the fair value of these securities on a quarterly basis to report it to the
Board of Directors' meeting.

As for notes and accounts payable - trade, due date of payment is within one year. Short-term borrowings are mainly for normal operating
activities, and long-term borrowings (including "current portion of long-term borrowings") are mainly for capital investments. Notes and
accounts payable - trade and borrowings are exposed to liquidity risk. The Companies minimize such risk by forecasting cash flows on a
monthly basis.

® Supplemental information on the fair value of financial instruments
Not applicable

(2) Fair value of financial instruments

The carrying value on the consolidated balance sheets, fair value and any differences between the two were as follows:

@ Previous fiscal year (March 31, 2020) (Millions of yen)

Carrying value Fair value Difference
Cash on hand and in banks 65,657 65,657 -
Notes and accounts receivable - trade 15,959 15,959 -
Lease deposits 4,134 4,134 -
Total 85,751 85,751 -
Notes and accounts payable - trade 3,461 3,461 -
Electronically recorded monetary obligations 2,383 2,383 -
Long-term borrowings (*) 6,735 6,751 15
Total 12,580 12,596 15

(*) Long-term borrowings due within one year are included.

@ Current fiscal year (March 31, 2021) (Millions of yen)

Carrying value Fair value Difference
Cash on hand and in banks 71,239 71,239 -
Notes and accounts receivable - trade 25,096 25,096 -
Lease deposits 4,140 4,138 (1)
Total 100,476 100,474 (1)
Notes and accounts payable - trade 2,820 2,820 -
Electronically recorded monetary obligations 882 882 -
Long-term borrowings (*) 5,606 5,615 9
Total 9,309 9,318 9

(Thousands of U.S. dollars)

Carrying value Fair value Difference
Cash on hand and in banks 647,636 647,636 -
Notes and accounts receivable - trade 228,150 228,150 -
Lease deposits 37,636 37,620 (16)
Total 913,423 913,406 (16)
Notes and accounts payable - trade 25,638 25,638 -
Electronically recorded monetary obligations 8,022 8,022 -
Long-term borrowings (*) 50,969 51,052 83
Total 84,629 84,713 83

(*) Long-term borrowings due within one year are included.
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(Note 1) Fair value measurement of financial instruments

Assets

(1) Cash on hand and in banks and (2) Notes and accounts receivable - trade
The fair value is assumed to be the same as the carrying value as it approximates fair value because of the short maturity of these instruments.

(3) Lease deposits

The fair value is measured at the present value of future cash flows discounted using the yield of national government bonds according to

periods until repayment.

Liabilities

(1) Notes and accounts payable - trade and (2) Electronically recorded obligations
The fair value is assumed to be the same as the carrying value as it approximates fair value because of the short maturity of these instruments.

(3) Long-term borrowings

The fair value of long-term borrowings with variable interest rates is measured at the carrying value as it approximates fair value.

(The market interest rate fluctuation is reflected in the variable interest rates in the short term and the credit status of the Company does not
change remarkably after raising funds through long-term borrowings with variable interest rates.)
The fair value of long-term borrowings with fixed rates is measured at the present value of future cash flow (principal plus interest) discounted
using the assumed interest rate of similar new borrowings.

(Note 2) Redemption schedule for monetary assets with maturity dates subsequent to the consolidated balance sheets date

(1) Previous fiscal year (March 31, 2020)

(Millions of yen)

April 1, 2020 April 1, 2021 April 1, 2025 April 1, 2030
to March 31, to March 31, to March 31, and thereafter
2021 2025 2030
Cash on hand and in banks 65,657 - - -
Notes and accounts receivable - trade 15,959 - -
Lease deposits 1,281 2,571 277 3
Total 82,898 2,571 277 3
(2) Current fiscal year (March 31, 2021) (Millions of yen)
April 1, 2021 April 1, 2022 April 1, 2026 April 1, 2031
to March 31, to March 31, to March 31, and thereafter
2022 2026 2031
Cash on hand and in banks 71,239 - - -
Notes and accounts receivable - trade 25,096 - - -
Lease deposits 1,098 2,435 602 3
Total 97,435 2,435 602 3
(Thousands of U.S. dollars)
April 1, 2021 April 1, 2022 April 1, 2026 April 1, 2031
to March 31, to March 31, to March 31, and thereafter
2022 2026 2031
Cash on hand and in banks 647,636 - - -
Notes and accounts receivable - trade 228,150 - - -
Lease deposits 9,988 22,139 5,478 30
Total 885,775 22,139 5,478 30

(Note 3) Repayment schedule for current portion of long-term and long-term borrowings with maturity dates subsequent to the consolidated

balance sheets date
(1) Previous fiscal year (March 31, 2020)

Millions of yen)

April 1, 2020 to
March 31, 2021

April 1, 2021 to
March 31, 2022

April 1, 2022 to
March 31, 2023

April 1, 2023 to
March 31, 2024

April 1, 2024 to
March 31, 2025

April 1, 2025
and thereafter

Long-term borrowings

4,129

727

626

626

626

Total

4,129

727

626

626

626

(*) Long-term borrowings due within one year are included.

(2) Current fiscal year (March 31, 2021)

Millions of yen)

April 1, 2021 to
March 31, 2022

April 1, 2022 to
March 31, 2023

April 1, 2023 to
March 31, 2024

April 1, 2024 to
March 31, 2025

April 1, 2025 to
March 31, 2026

April 1, 2026
and thereafter

Long-term borrowings (*)

727

626

3,626

626

Total

727

626

3,626

626

(*) Long-term borrowings due within one year are included.

(Thousands

of U.S. dollars)

April 1, 2021 to
March 31, 2022

April 1, 2022 to
March 31, 2023

April 1, 2023 to
March 31, 2024

April 1, 2024 to
March 31, 2025

April 1, 2025 to
March 31, 2026

April 1, 2026
and thereafter

Long-term borrowings (*)

6,617

5,694

32,966

5,691

Total

6,617

5,694

32,966

5,691

(*) Long-term borrowings due within one year are included.
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15. Investments in securities

(1) Available-for-sale securities with a readily determinable fair value

@ Previous fiscal year (March 31, 2020)

(Millions of yen)

Classification Carrying value Acquisition cost Difference
Securities with book value exceeding acquisition
cost
Equity securitie 50 39 10
Bonds - - -
Others - - -
Subtotal 50 39 10
Securities with book value not exceeding
acquisition cost
Equity securitie 325 442 (117)
Bonds - - -
Others - - -
Subtotal 325 442 (117)
Total 375 482 (106)
@ Current fiscal year (March 31, 2021) (Millions of yen)
Classification Carrying value Acquisition cost Difference
Securities with book value exceeding acquisition
cost
Equity securitie 341 283 58
Bonds - - -
Others - - -
Subtotal 341 283 58
Securities with book value not exceeding
acquisition cost
Equity securitie 212 214 1)
Bonds - - -
Others - - -
Subtotal 212 214 (1)
Total 554 497 56

(Thousands of U.S. dollars)

Classification Carrying value Acquisition cost Difference
Securities with book value exceeding acquisition
cost
Equity securitie 3,104 2,575 528
Bonds - - -
Others - - -
Subtotal 3,104 2,575 528
Securities with book value not exceeding
acquisition cost
Equity securitie 1,933 1,947 (14)
Bonds - - -
Others - - -
Subtotal 1,933 1,947 (14)
Total 5,037 4,522 514
(2) Investments in securities sold during the fiscal year
@ Previous fiscal year (April 1, 2019 to March 31, 2020) (Millions of yen)
Classification Sales value Gain on sales Loss on sales
Equity securitie 3 - 4

@ Current fiscal year (April 1, 2020 to March 31, 2021)

Not applicable
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16. Retirement benefits for employees

(1) Summary of retirement benefit plans
The Company and its subsidiaries have unfunded benefit plans (retirement lump sum grants) and defined contribution plans (defined contribution pension
scheme) to be applied to retirement benefits for employees. Some subsidiaries account for retirement lump sum plans using the simplified method to
calculate liabilities for retirement benefits for employees and retirement costs.

(2) Defined benefit plans (excluding plans using the simplified method)

@ Change in projected benefit obligations

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Projected benefit obligations at beginning of year 2,985 3,194 29,040
Service costs 270 283 2,577
Interest costs 14 16 146
Actuarial gain or loss incurred (5) 17 161
Payment of retirement benefits (70) (64) (586)

Projected benefit obligations at end of year 3,194 3,447 31,339

@ Reconciliation of projected benefit obligations to liabilitie:

s for retirement benefits for employees

Previous fiscal year
March 31, 2020

Current fiscal year
March 31, 2021

Current fiscal year
March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Projected benefit obligations for unfunded plans 3,194 3,447 31,339
Net balance presented in the consolidated balance sheet 3,194 3,447 31,339
Liabilities for retirement benefits for employees 3,194 3,447 31,339
Net balance presented in the consolidated balance sheet 3,194 3,447 31,339

(3 Breakdown of retirement and pension cost

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Service costs 270 283 2,577
Interest costs 14 16 146
Amortization of actuarial differences 43 43 394
Net periodic benefit costs 329 343 3,118

@ Adjustments for retirement benefits

The breakdown of adjustments for retirement benefits before the effect of income taxes was as follows.

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Prior service liabilities
Actuarial differences

49

25

233

Total

49

25

233

® Accumulated adjustments for retirement benefits

The breakdown of accumulated adjustments for retirement benefits before the effect of income taxes was as follows.

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Unrecognized actuarial differences

341

341

3,102

Total

341

315

2,868

® Actuarial assumption
Major actuarial assumption (on weighted average)

Previous fiscal year

Current fiscal year

April 1, 2019 April 1, 2020
to March 31, 2020 to March 31, 2021
Discount rate 0.6% 0.6%
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(3) Defined benefit plans using the simplified method
@ Change in projected benefit obligations

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Projected benefit obligations at beginning of year 18 18 164
Service costs 2 2 25
Payment of retirement benefits (3) - -

Projected benefit obligations at end of year 18 20 189

@ Reconciliation of projected benefit obligations to liabilitie:

s for retirement benefits for employees

March 31, 2020

March 31, 2021

March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Projected benefit obligations for unfunded plans 18 20 189
Net balance presented in the consolidated balance sheet 18 20 189
Liabilities for retirement benefits for employees 18 20 189
Net balance presented in the consolidated balance sheet 18 20 189

@ Retirement and pension cost

Retirement and pension costs for plans using the simplified method were ¥2 million for the previous fiscal year and ¥2 million ($25 thousand)

for the current fiscal year.

(4) Defined contribution plans

The Companies contributed ¥310 million and ¥328 million ($2,987 thousand) to their defined contribution plans for the previous fiscal year and

the current fiscal year, respectively.
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17. Accounting for income taxes

(1) Significant components of deferred tax assets and liabilities

Previous fiscal year Current fiscal year Current fiscal year
March 31, 2020 March 31, 2021 March 31, 2021
Millions of yen Millions of yen Thousands of U.S. dollars
(Deferred tax assets)
Accrued bonuses 927 1,189 10,812
Liabilities for retirement benefits for employees 980 1,058 9,624
Accrued retirement benefits for directors 105 103 939
Inventories 2,933 2,781 25,288
Unearned revenue 428 152 1,389
Investments in subsidiaries and affiliated companies 151 151 1,380
Tax loss carryforwards in the subsidiaries 2,191 1,737 15,794
Tax credits carryforwards in the subsidiaries 769 199 1,817
Depreciation and amortization 247 128 1,167
Deferred revenue 482 1,188 10,800
Other 1,032 1152 _ 10477
Subtotal 10,251 9,844 89,492
Valuation allowance for tax loss carryforwards (Note) (550) (566) (5,150)
Valuation allowance for deductible temporary differences (1,557) (1,000) (9,093)
Total valuation allowance (2,108) (1,566) (14,244)
Total deferred tax assets 8,142 8,277 75,247
(Deferred tax liabilities)
Other (241) o agy (1,720)
Total deferred tax liabilities (241) (189) (1,720)
Net deferred tax assets 7,901 8,088 73,527

(Note)  Tax loss carryforwards and deferred tax assets by expiration period

Previous fiscal year (March 31, 2020) (Millions of yen)

April 1, 2020 to | April 1, 2021 to | April 1, 2022 to | April 1, 2023 to | April 1, 2024 to | April 1, 2025 and Total
March 31, 2021 March 31, 2022 | March 31, 2023 | March 31, 2024 | March 31, 2025 thereafter
Tax loss carryforwards (a) - - - - - 2,191 2,191
Valuation allowance - - - - - (550) (550)
Net deferred tax assets (b) - - - - - 1,641 1,641

(a) Above tax loss carryforwards were calculated by multiplying the statutory tax rate.

(b) For tax loss carryforwards of ¥2,191 million (amount multiplied by the statutory tax rate), deferred tax assets of ¥1,641 million were presented.
Deferred tax assets of ¥1,641 million were expected to be recoverable for a portion of the tax loss carryforwards of ¥1,808 million incurred by CAPCOM U.S.A., INC.,
which arose in relation to adjustments of transfer price taxation system.

Current fiscal year (March 31, 2021) (Millions of yen)

April 1, 2021 to | April 1, 2022 to | April 1, 2023 to | April 1, 2024 to | April 1, 2025 to | April 1, 2026 and

March 31, 2022 | March 31, 2023 | March 31, 2024 | March 31, 2025 | March 31, 2026 thereafter Total
Tax loss carryforwards (a) - - - 20 - 1,716 1,737
Valuation allowance - - - - - (566) (566)
Net deferred tax assets (b) - - - 20 - 1,149 1,170

(Thousands of U.S. dollars)
April 1, 2026 and

April 1, 2021 to | April 1, 2022 to | April 1, 2023 to | April 1, 2024 to | April 1, 2025 to

March 31, 2022 | March 31, 2023 | March 31, 2024 | March 31, 2025 | March 31, 2026 thereafter Total
Tax loss carryforwards (a) - - - 189 - 15,604 15,794
Valuation allowance - - - - - (5,150) (5,150)
Net deferred tax assets (b) - - - 189 - 10,454 10,644

(a) Above tax loss carryforwards were calculated by multiplying the statutory tax rate.

(b) For tax loss carryforwards of ¥1,737 million ($15,794 thousand) (amount multiplied by the statutory tax rate), deferred tax assets of ¥1,170 million
($10,644 thousand) were presented. Deferred tax assets of ¥1,170 million ($10,644 thousand) were expected to be recoverable for a portion of the
tax loss carryforwards of ¥1,397 million ($12,706 thousand) incurred by CAPCOM U.S.A., INC., which arose in relation to adjustments of transfer price
taxation system.
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(2) Reconciliation of the difference between the statutory tax rate and the effective income tax rate

Previous fiscal year
March 31, 2020

Current fiscal year
March 31, 2021

Statutory income tax rate

(Reconciliation)
Change in valuation allowance
Tax credit
Different tax rates applied to foreign subsidiaries
Permanent difference (meals and entertainment, etc.)
Unappropriated retained earnings of foreign
Tax adjustments resulting from consolidation
elimination entries, etc.
Others

Effective income tax rate

(Unit : %)

(Unit : %)
30.5

0.1
(1.3)
(0.8)

0.5

0.1

(0.2)
(0.4)
28.4

The note for the previous fiscal year was omitted as the difference between the two rates was 5% or less of the statutory income tax rate.

18. Asset retirement obligations

Asset retirement obligations on the balance sheet.
@ Outline of asset retirement obligations

Obligations to restore business offices and amusement stores in the "Arcade operations" segment to their original state, as specified in the real estate

lease agreements.

@ Calculation of asset retirement obligations

Asset retirement obligations are calculated with the future cash flows discounted. For the business offices, their depreciation periods (mainly 15 years) are
regarded as their estimated periods of use and the yields of the national government bonds, which correspond to the respective depreciation periods, are used

as their discount rates.

For the amusement facilities, their lease periods (mainly 6 to 15 years) are regarded as their estimated periods of use and the yields of the national
government bonds, which corresponds to the respective lease periods, are used as their discount rates.

@ Increase or decrease in asset retirement obligations

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen

Millions of yen

Thousands of U.S. dollars

Beginning balance 571 656 5,969
Increase due to purchase of tangible fixed assets 80 10 96
Adjustment due to passage of time 4 4 41
Ending balance 656 671 6,107

19. Investment and rental property
The note is omitted due to the insignificance of the total amount.
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20. Segment information
(1) Outline of reportable segments

@ Classification of reportable segments
The reportable segments the Company reports are the business units for which the Company is able to obtain separate
financial information in order for the Board of Directors to conduct periodic investigations to determine the distribution
of operational resources and to evaluate business performance. The Company has several operational headquarters
which plan comprehensive business strategies in the domestic and overseas markets for their products and services, and
develop its business activities. Therefore the Company's reportable segments are based on the products and services its
operational headquarters deal in and are composed of the following 3 segments: "Digital content," "Arcade operations"
and "Amusement equipment."

@ Product and service line
The "Digital content” segment develops and distributes video and mobile games for consumers.
The "Arcade operations" segment operates amusement stores which install amusement equipment.
The "Amusement equipment" segment manufactures arcade game machines and pachinko gambling machines, etc. to
be distributed to arcade operators and pachinko parlors.

(2) Method of calculating sales and income (loss), identifiable assets and liabilities and other items by reportable segment
The accounting policies for the reportable segment are based on those in "Summary of significant accounting policies."
Income by reportable segment is calculated based on operating income on the consolidated statements of income.

(3) Information on net sales and operating income (loss), identifiable assets and liabilities and other items by reportable segment

® Previous fiscal year (April 1, 2019 to March 31, 2020)
(Millions of yen)

Reportable segment
o Other Total Adjustment| Consolidated
Digital | ~Arcade |Amusement | L .. |(Note 1) (Note 2) |total (Note 3)
content | operations | equipment
Net sales
Customers 59,942 12,096 6,533 | 78,572 | 3,018| 81,591 - 81,591
Intersegment _ _ B B B B B _
Total 59,942 12,096 6,533 | 78,572 3,018 81,591 - 81,591
Segment income 24,161 1,211 2,085 | 27,458 544 28,003 (5,176) 22,827
Segment assets 53,117 7,624 13,100 | 73,842 554 74,396 69,070 143,466
Other items
Depreciation 840 1,163 152 2,157 16 2,173 621 2,795
Increase in tangible and 177 979 69| 1,226| 468 1,694 881 2,576
intangible fixed assets

(Note) 1. "Other" incorporates operations not included in reportable segments, including the character content business, etc.
2. Adjustments were as follows:
(1) Adjustments of segment income of (¥5,176) million include unallocated corporate operating expenses
of (¥5,176) million. The corporate operating expenses, which do not belong to any reportable segments,
mainly consist of administrative expenses.
(2) Adjustments of segment assets of ¥69,070 million include unallocated corporate identifiable assets of ¥69,070 million.
(3) Adjustments of increase in tangible and intangible fixed assets of ¥881 million are capital investments by headquarters.
3. Segment income is adjusted on operating income of the consolidated statements of income.
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@  Current fiscal year (April 1, 2020 to March 31, 2021)

(

Millions of yen)

Reportable segment

Other Total Adjustment | Consolidated
Digital Arcade Amusement Total (Note 1) (Note 2) total (Note 3)
content | operations | equipment
Net sales
Customers 75,300 | 9,871 7,000 | 92,263 | 3,045| 95,308 - 95,308
Intersegment _ _ _ _ _ _ _ _
Total 75,300 9,871 7,090 92,263 3,045 95,308 - 95,308
Segment income 37,002 149 2,407 39,559 987 40,547 (5,951) 34,596
Segment assets 73,551 7,709 6,346 87,606 1,420 89,026 74,685 163,712
Other items
Depreciation 925 1,005 255 2,185 23 2,209 581 2,791
Increase in tangible and 277 655 133 1,066 | 250 1,317 2,280 3,597
intangible fixed assets
(Thousands of U.S. dollars)
Reportable segment
Other Total Adjustment | Consolidated
Digital Arcade Amusement Total (Note 1) (Note 2) total (Note 3)
content operations | equipment
Net sales
Customers 684,551 | 89,742 64,463 | 838,757 | 27,687 | 866,444 - 866,444
Intersegment B B } _ B B _ _
Total 684,551 89,742 64,463 | 838,757 | 27,687 | 866,444 - 866,444
Segment income 336,387 1,358 21,889 | 359,634 8,975 | 368,610 (54,101) 314,509
Segment assets 668,645 70,082 57,694 | 796,422 | 12,911 | 809,334 678,961 1,488,296
Other items
Depreciation 8,412 9,139 2,319 19,871 218 20,089 5,288 25,378
Increase in tangible and 2,522 | 5962 1,213 9698 | 2,274 11,973 20,735 32,708

intangible fixed assets

(Note) 1."Other" incorporates operations not included in reportable segments, including the character content business, etc.
2. Adjustments were as follows:

(1) Adjustments of segment income of (¥5,951) million (($54,101) thousand) include unallocated corporate operating
expenses of (¥5,951) million (($54,101) thousand).

The corporate operating expenses, which do not belong to any reportable segments, mainly consist of administrative

expenses.

(2) Adjustments of segment assets of ¥74,685 million ($678,961 thousand) include unallocated corporate identifiable
assets of ¥74,685 million ($678,961 thousand).

(3) Adjustments of increase in tangible and intangible fixed assets of ¥2,280 million ($20,735 thousand) are capital
investments by headquarters.

3. Segment income is adjusted on operating income of the consolidated statements of income.

27




[Related information]
1. Information by product and service line
The information is omitted as the same kind of information is disclosed in Note 20(1), "Segment information."

2. Information by country or region
(1) Net sales

@ Previous fiscal year (April 1, 2019 to March 31, 2020) (Millions of yen)
Japan North America Europe Other regions Total
40,371 20,927 10,663 9,628 81,591
@ Current fiscal year (April 1, 2020 to March 31, 2021) (Millions of yen)
Japan North America Europe Other regions Total
46,427 25,816 13,191 9,872 95,308
(Thousands of U.S. dollars)
Japan North America Europe Other regions Total
422,068 234,696 119,925 89,753 866,444
(Note) 1. The sales amounts are classified by country or region where customers are located.

2. With increase in sales for digital distribution, it is difficult to find locations of end-user
customers by country whom the Companies provide with games through some platforms.
As a result, the Company omitted net sales by country other than Japan, instead describing
net sales by identifiable region.

(2) Tangible fixed assets
The information is omitted as the balance of tangible fixed assets in Japan exceeded 90% or more of
the total balance of tangible fixed assets of the consolidated balance sheet.

3. Information by major customer

(1) Previous fiscal year (April 1, 2019 to March 31, 2020) (Millions of yen)

Customer Amount of net sales Reportable segment

Sony Interactive

Entertainment Inc. 8,583|Digital Content

Valve Corporation 12,688|Digital Content
(2) Current fiscal year (April 1, 2020 to March 31, 2021 (Millions of yen)
Customer Amount of net sales Reportable segment
Nintendo Co., Ltd. 13,965|Digital Content
Valve Corporation 10,595|Digital Content
(Thousands of U.S. dollars)
Customer Amount of net sales Reportable segment
Nintendo Co., Ltd. 126,957|Digital Content
Valve Corporation 96,322|Digital Content

[Impairment loss by reportable segment]
Not applicable

[Amortization and balance of goodwill by reportable segment]
Not applicable

[Negative goodwill by reportable segment]
Not applicable
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21. Related party transactions
Not applicable

22. Per share information

Previous fiscal year

April 1, 2019
to March 31, 2020

Current fiscal year

April 1, 2020
to March 31, 2021

Current fiscal year

April 1, 2020
to March 31, 2021

Net assets per share 467.14 yen

Net income per share 74.70 yen

Net assets per share 565.78 yen

Net income per share 116.74 yen

Net assets per share 5.14 U.S. dollars

Net income per share 1.06 U.S. dollars

(Note) 1. The diluted net income per share was omitted as the Companies had no residual securities.
2. With an effective date of April 1, 2021, the Company performed a 2-for-1 stock split of its common stock. The Company calculated "net assets per share"

and "net income per share", assuming that the stock split was implemented with an effective date of April 1, 2019.
3. The basis for computation of net assets per share was as follows:

>revious fiscal yeal
March 31, 2020

Current fiscal year
March 31, 2021

Current fiscal year
March 31, 2021

Millions of yen Millions of yen

Thousands of U.S. dollars

Total amount of net assets

99,735 120,794

1,098,127

Amounts to be deducted from total amount
of net assets

Ending balance of net assets attributable to
common stock

99,735 120,794

1,098,127

Number of shares of common stocks used
for computation of net assets per share
(thousands of shares)

213,501 213,499

213,499

4. The basis for the computation of net income per share was as follows:

Previous fiscal year
April 1, 2019
to March 31, 2020

Current fiscal year
April 1, 2020
to March 31, 2021

Current fiscal year
April 1, 2020
to March 31, 2021

Millions of yen Millions of yen

Thousands of U.S. dollars

Net income attributable to owners of the

during the fiscal year (thousands of shares)

15,949 24,923 226,578
parent
Amount not allocated to common stock - - -
Net income attributable to owners of the 15,949 24,923 226,578
parent allocated to common stock
Average number of shares of common stock
outstanding 213,502 213,500 213,500
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23. Significant subsequent events
(Stock split)
With an effective date of April 1, 2021, the Company split its stock by the resolution of the board of the director's meeting
held on March 10, 2021.

1. Purpose
By reducing the price of an investment unit, the Company expects liquidity of its stock and expansion of its investors' base.

2. Outline of stock split
(1) Method of stock split
With March 31, 2021 being the record date, the common stocks held by the shareholders recorded on the last
shareholders' list on the record date were split at a ratio of 1:2.

(2) Number of increase in shares by stock split

1) Number of issued shares before stock split 135,446,488 shares
2) Number of increase in issued shares by stock split 135,446,488 shares
3) Number of issued shares after stock split 270,892,976 shares

4) Total number of authorized shares after stock split 600,000,000 shares

3. Schedule of stock split

(1) Public notice date of the record date March 12, 2021 (Friday)
(2) Record date March 31, 2021 (Wednesday)
(3) Effective date April 1, 2021 (Thursday)

4. Other

(1) Following the above stock split, the total number of the authorized shares provided for in the article 6 of
the Company's Articles of Incorporation, was changed from 300,000,000 to 600,000,000 on April 1, 2021 in accordance with
the provisions of Article 184, Paragraph 2 of the Companies Act.
(2) Change in the amount of common stocks
No change
(3) Impact on per share information
The impact of the stock split is described in "Per share information".

(Transactions under common control)
At a meeting of the Board of Directors held on March 31, 2021, the Company resolved to accept the transfer of
a portion of the business operated by CAPCOM U.S.A. INC. (CUSA), a subsidiary of the Company,
and took over the business on April 1, 2021 based on the business transfer agreement.

1. Name of company and description of business to be transferred, legal form of business transfer, outline and purpose of the transaction
(1) Name of company and description of business to be transferred
Name: CAPCOM U.S.A. INC.
Contents of the business to be transferred CUSA's game contents business and merchandising business
(2) Legal form of business transfer
Acquisition in exchange for monetary consideration with the Company as the business acquisition company
and the transfer source company as the business transfer company
(3) Outline and purpose of the transaction
The purpose of this transaction is to build a structure of the Transferee's unified contents management
through integrating the Game Contents Business and Merchandising Business from the Transferor.
Thus, the Company aims to increase profits and brand value through further development of its Single Content Multiple Usage strategy.

2. Overview of accounting treatment
These transactions will be treated as transactions under common control in accordance
with Accounting Standard for Business Combinations (ASBJ Statement No. 21, January 16, 2019)
and Implementation Guidance on Accounting Standard for Business Combinations and Accounting Standard
for Business Divestitures (ASBJ Guidance No. 10, January 16, 2019).
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24. Supplemental schedules of bonds

Not applicable

25. Supplemental schedules of borrowings

(Millions of yen)

Category

Balance as of
March 31, 2020

Balance as of
March 31, 2021

Average interest
rate
(%)

Date of maturity

Short-term borrowings

Current portion of long-

term borrowings due 4,129 727 1.1 -
within one year
Cur_renF portion of lease 502 594 6.0 B
obligations
Long-term borrowings. 2,606 4,878 0.6 From 2022 to 2025
(Excluding current portion)
Lease obligations
i ) 690 630 6.0 From 2022 to 2028
(Excluding current portion)
Other interest bearing ) ) ) B
debt
Total 7,928 6,832 - -
(Thousands of U.S. dollars)
Average interest
Catedo Balance as of Balance as of " Date of maturit
gory March 31, 2020 | March 31, 2021 ;i/‘j Y
(o]

Short-term borrowings

Current portion of long-

term borrowings due 37,538 6,617 1.1 -
within one year
Cur_renF portion of lease 4566 5,407 6.0 _
obligations
Long-term borrowings 23,697 44,352 0.6| From 2022 to 2025
(Excluding current portion)
Lease obligations 6,275 5,732 6.0| From 2022 to 2028
(Excluding current portion)
Other interest bearing ) ) ) _
debt
Total 72,076 62,109 - -

(Note) 1. The "average interest rate" represents the weighted average rate applicable to the ending balance.

2. The following table shows the aggregate annual maturities of long-term borrowings

and lease obligations for five years subsequent to March 31, 2021 (excluding the current portion).
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(Millions of yen)

Due after 1 year
but within 2 years

Due after 2 years
but within 3 years

Due after 3 years
but within 4 years

Due after 4 years
but within 5 years

Long-term 626 3,626 626 -

borrowings

Lease obligations 315 166 57 51
(Thousands of U.S. dollars)

Due after 1 year
but within 2 years

Due after 2 years
but within 3 years

Due after 3 years
but within 4 years

Due after 4 years
but within 5 years

Long-term 5,694 32,966 5,601 -
borrowings
Lease obligations 2,867 1,517 525 466

26. Supplemental schedules of asset retirement obligations
The note is omitted because the balance of the asset retirement obligations as of the beginning and the
end of the current fiscal year was 1% or less than the total balance of the liabilities and the net assets
as of the beginning and the end of the current fiscal year, respectively.
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27. Supplemental schedules of other

1. Quarterly sales, etc., for the current fiscal year
1st quarter 2nd quarter 3rd quarter 4th quarter
April 1, 2020 April 1, 2020 April 1, 2020 April 1, 2020
to June 30, 2020 to September 30, 2020 | to December 31, 2020 to March 31, 2021
Net sales
- 23,722 42,059 64,867 95,308
(Millions of yen)
NeF |.ncome before income taxes 10,618 17,564 24,078 34,828
(Millions of yen)
Net income attributable to owners of
the parent 7,815 12,993 17,523 24,923
(Millions of yen)
Net income per share
36.60 60.86 82.08 116.74
(yen)
1st quarter 2nd quarter 3rd quarter 4th quarter
April 1, 2020 April 1, 2020 April 1, 2020 April 1, 2020
to June 30, 2020 to September 30, 2020 | to December 31, 2020 to March 31, 2021
Net sales 215,656 382,360 589,705 866,444
(Thousands of U.S. dollars) ! ! ! !
Net income before income taxes
96,535 159,680 218,899 316,624
(Thousands of U.S. dollars) ! ! ! !
Net income attributable to owners of
the parent 71,047 118,122 159,303 226,578
(Thousands of U.S. dollars)
Net income per share
0.33 0.55 0.75 1.06
(U.S. dollars)
1st quarter 2nd quarter 3rd quarter 4th quarter
April 1, 2020 July 1, 2020 October 1, 2020 January 1, 2021

to June 30, 2020

to September 30, 2020

to December 31, 2020

to March 31, 2021

Net income per share

36.60 24.25 21.22 34.66
(yen)
1st quarter 2nd quarter 3rd quarter 4th quarter
April 1, 2020 July 1, 2020 October 1, 2020 January 1, 2021

to June 30, 2020

to September 30, 2020

to December 31, 2020

to March 31, 2021

Net income per share
(U.S. dollars)

0.33

0.22

0.19

0.32

(Note) With an effective date of April 1, 2021, the Company performed a 2-for-1 stock split of its common stock. The Company calculated
"net income per share", assuming that the stock split was implemented with an effective date of April 1, 2020.

2. Investigation by antitrust authority
The Company and its subsidiaries CE Europe Ltd. and Capcom U.S.A., Inc. (collectively, the Capcom Group) have settled
with the European Commission on January 20, 2021 and have agreed to pay a fine of 396,000 euros (approximately ¥50
million yen/ $457 thousand dollars ), following an investigation by the European Commission involving the Capcom Group
and related to a suspected breach of the European competition law regarding the sale of PC games in some regions of
Europe. The Capcom Group paid the fine in February 2021.
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