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Company Profile

Engaged in the manufacture and sale of money-handling machines, cash registers and other machines that
contribute to the security of the cash economy, the Japan Cash Machine (JCM) Group has since its establishment in
1957 gained the firm trust of financial institutions.

Today, using its advanced technological capability and expertise as a general manufacturer of cash machines,
JCM delivers high-performance products to a wide range of sectors including retail, leisure, food service, and other
service industry sectors and manufactures units that handle the paper currencies of over 80 countries around the
world, including the dollar and the euro. Our products have also won strong backing from the world’s
financial institutions.

The most recent fiscal year marked a major turning point for JCM, with the listing of its shares on the first
sections of the Tokyo Stock Exchange and the Osaka Securities Exchange on September 1, 2004, and the 50th
anniversary of the Company’s establishment celebrated on January 11, 2005.

Entering 2005 under the slogan “Envisioning the Future,” JCM is committed to a forward-looking focus, a
customer-centered approach to issues, and swift identification of changes in the product user environment. At the
same time, by ongoing adaptation to changes in the external environment, JCM will continue with active measures
to create products designed for maximum customer satisfaction.

By remaining focused on these strategies, JCM will work to increase corporate value and show itself worthy of
the trust and expectations placed in it by shareholders, business partners, local communities, employees and all
other stakeholders.
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Financial Highlights

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
March 31, 2005 and 2004

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
For the year:
Net sales:
Domestic ¥ 19,726 ¥ 14,696 $ 183,687
Overseas 18,221 17,941 169,672
Lo = L PP PUUSPRRRN 37,947 32,637 353,359
(@] o =Tg= 11 g To [N [eo] 1 o1 PSR 8,644 7,281 80,497
LY AT Lo o] 1 [T 4,984 4,073 46,410
Depreciation of property, plant and equipmeNt .........ccocoeeiiiiiineiiieeeee e (562) (448) (5,233)
Research and development COSES ..o 1,655 1,620 15,411
At the year end:
CUIMTENT SSEES .ottt et ettt e e e e e e e e e e e e e e e e e e e e e e e e e ¥ 28,443 ¥ 25,314 $ 264,863
0] L TS T £ PSSP 32,876 29,350 306,133
CUITENE ADIILIES ... e e e 7,470 8,126 69,565
Shareholders’ EQUILY .........oooiiiiiiiiaiii e e e 25,020 20,809 232,981
Yen U.S. dollars
Per share data:
NEL INCOME - BASIC ..o.eviiiiiiiii it ¥ 166.42 ¥ 224.52 $ 1.55
Net iNCOME - DIIULEA ......cooeiiiiiiieiiii e 165.31 224.47 1.54
(L= = ESTSY <] N 844.43 1,158.62 7.86
Cash dIVIAENAS .....oooiiiieiiiie e 44.00 35.00 0.41
Number of employees 582 549 —

Notes: 1. The U.S. dollar amounts in this report have been translated from the corresponding yen amounts, for convenience only, at ¥107.39 = U.S.$1.00, the rate
of exchange prevailing on March 31, 2005.
2. Per share data for 2004 has been adjusted, assuming that the stock splits which were made on May 20, 2004 and March 16, 2005 had been made at the
beginning of the year ended March 31, 2004.
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To Our Shareholders

Active initiatives to mark listing on first section of Tokyo Stock
Exchange and 50th anniversary of establishment

Listing on first sections of
Tokyo Stock Exchange and
Manufacture and sale of Osaka Securities Exchange

equipment for the amusement industry
Stock market listing

Spread and expan
: 50th anniversary
of establishment

Continued

Manufacture and
sale of US dollar bill checkers

Manufacture and sale of bill validators

Manufacture and sale of
electronic cash registers

Net sales

25th anniversary
of establishment

Foundation period Electronic revolution | Toward stock market listing

advances

1955 1968 1980 1993 2005

In the fiscal year to March 2005, Japan Cash Machine Co., Ltd. (JCM) reached two
major milestones in its development. The first came in September 2004 when our stock
progressed to listing on the first sections of the Tokyo Stock Exchange and the Osaka
Securities Exchange; the second was on January 11, 2005, when we celebrated the
fiftieth anniversary of our establishment. We offer our sincere thanks to the investors,
shareholders, business partners, and many others whose support and encouragement
made these achievements possible.

During the period, Japan saw an export-led revival of corporate revenues, increased capital investment and an
improvement in the personal incomes and employment situation as part of a basic move toward recovery in its
economic fortunes.

Overseas meanwhile, the United States economy was buoyed up by healthy consumer spending while the
Asian economy continued its favorable expansion against a background of rapid growth in China. In Europe
however, the appreciation of the euro was reflected in the decelerating trend of consumer spending.

Against this background, we continued with activities toward the realization of the mid-term business plan
JCM World 21, which covers a five-year period ending March 2008. On the domestic front, with particular focus
on money-handling machines and equipment for the amusement industry, we pursued energetic sales activity in
response to customer needs, including the demand arising from the issue of new yen bills.

Overseas, we engaged in vigorous sales activity not only in our established gaming market but also in our
newly developed commercial market. Additionally, with the goal of realizing even greater amelioration in terms of
profit, JCM continued with efforts begun in FY2003 to transfer manufacturing operations for our primary products
to overseas locations and to reduce material costs, sub-contracting costs and mold investments through overseas
procurement. These were part of measures implemented to reduce costs across the board.

As a result of these efforts, we achieved net sales for the period of ¥37,947 million, an increase of 16.3%
over the previous period. Likewise on the profits front, increased sales, primarily of equipment for the amusement
industry, coupled with active selling of products of high added value, allowed us to post increases in both
operating income, which rose 18.7% to ¥8,644 million, and net income, which rose 22.4% to ¥4,984 million,
giving the best business results of our corporate history.

Domestic net sales during the period increased by 34.2% to ¥19,726 million. Overseas net sales, meanwhile,
rose by 1.6% to ¥18,221 million, accounting thus for 48.0% of total net sales, a fall of 7.0 percentage points from
the previous period.
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In the foreign currency exchange markets, the yen appreciated against the US dollar, with an average per dollar
exchange rate during the period of ¥108.07 compared to ¥115.72 in the previous period, but depreciated against
the euro, with an average per euro exchange rate of ¥134.41 compared to ¥131.65 in the previous period.

Outlook for Next Fiscal Year (April 1, 2005, to March 31, 2006)

Looking to the future development of the economy, in Japan the basic trend to recovery is expected to continue,
albeit with concern over the effect on businesses of the sharp rise in raw material and oil prices and the
appreciation of the yen. Overseas, meanwhile, a gradual recovering trend is expected to prevail overall, but
against a background of increasing uncertainty due to factors such as the sharp rise in oil prices and international
tensions surrounding the situation in the Middle East and Asia.

Against this background, in the domestic market we predict a continued healthy increase in demand for
equipment for the amusement industry, while in the money-handling machine sector also expanded sales of
automatic cash-in machines and bill-recycling units are forecast. The demand that arose in the latter half of the
previous period from the issue of new yen bills is however expected to taper off.

Turning to the overseas market, demand in the European region is expected to continue to develop favorably,
but in the North American region, the market for coinless gaming machines is expected to reach saturation.

Taking these forecasts into account, our business performance forecast for the next fiscal year (ending March
31, 2006) calls for net sales of ¥38.8 billion, an increase of 2.2% over the previous period, for operating income of
¥8.8 billion, an increase of 1.8%, and for net income of ¥5.3 billion, an increase of 6.3%. The exchange rates
projected are ¥105 to the US dollar and ¥130 to the euro.

Regarding dividend per share for the forthcoming period, in line with our basic policy on profit sharing, we
envisage an interim dividend of ¥18 and a year-end dividend of ¥18, giving a total annual dividend of ¥36.

Basic Policy on Profit Sharing

With the aim of encouraging long-term holding of shares, JCM has made results-based payment linked to business
performance the basis for return of profit to shareholders. While working to improve the corporate value of the
JCM Group and taking into consideration the economic situation, future business expansion, and other factors, we
have therefore implemented shareholder return strategies including increased dividends and stock splits. Looking
ahead, as we follow our basic policy of continued stable dividend payout in line with business performance, we
intend to distribute profits by setting a minimum dividend payout ratio of 25% and to pursue active return of profits
to shareholders in line with business performance trends through measures including stock splits.

Fiscal year 2005 (ended March 31, 2005), which brought the 50th anniversary of our establishment (January
11, 2005), and the listing of our shares on the first sections of the Tokyo Stock Exchange and the Osaka
Securities Exchange (September 1, 2004), represented a major turning point in our development. To mark these
occasions, we undertook a stock split at a ratio of 1:1.5 on March 18, 2005, and have decided to supplement the
regular year-end dividend of ¥12 by issuing a commemorative dividend of ¥20, giving a total year-end dividend of
¥32 and a total annual dividend of ¥44. As an incentive toward improvement of shareholder profit, stock options
have been offered to directors and managerial staff of the JCM Group.

In line with its declared policy of mid-range improvement of business performance, JCM has formulated
investment plans covering capital investment, merger and acquisition activity, equity participation, business
partnerships, and other strategies in Japan and overseas for all operational sectors including sales, management,
manufacturing, distribution, and development. Committed to utilizing retained earnings for effective investment in
these areas, JCM aims in this way to achieve further improvement of shareholder value.

Koichiro Kamihigashi
President
June 28, 2005
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Future Issues for JCM

Increasing JCM brand strength: challenges in
four areas

Strengthening and permeation of JCM brand power

* Expansion of new markets * Enhancement of JCM network
» New product development « Strengthening and expansion of production system
Being a corporation that creates markets Global business development

In order to increase the strength of the JCM brand and allow it to penetrate all corners
of the globe, we will first pursue energetic sales activity using the concerted strength of
the JCM Group in its main markets of North America, Europe and Japan. As we exploit
new ideas and innovative technology to create new products and move forward with
measures such as cost reduction, improved productivity, and strengthening of our
finances to adapt to an expanded scale of operations, we will take steps to tackle the
specific management issues outlined below.

Expansion of New Markets

In the overseas gaming market, there are increasing trends worldwide toward expansion of legalized areas for
casino gambling and deregulation. To respond to these trends, we are developing bill validators adapted to the
world’s major currencies and directing energies toward increasing net sales and market share.

To target the overseas commercial market and the domestic market, we will be adapting to the introduction
of automatic self-checkout systems, kiosks, vending machines, automated teller machines, mini automated teller
machines for retail stores and other new applications by moving ahead with full-scale sales of bill-recycling units
and other products and by energetically promoting sale of automatic cash-in machines to the food service and
retail industries.

In the domestic market, we will target expansion among new customer groups as part of efforts to maximize
the impact of the issue of new yen bills in November 2004.

In our services to the amusement industry, we have hitherto specialized in business development adapted to
pachinko slot machines, but in order to respond to a diversification in the preferences of amusement-industry
customers, we will be enhancing the range of products handled. By offering business solutions in areas where
our accumulated expertise can be exploited, for instance solutions for the increased efficiency, rationalization, and
low-cost operation of gaming halls, we will target these products at both large gaming-hall chains and medium-
ranking gaming halls.

New Product Development
In order to develop a full range of products and services for the commercial market, we will be directing energies
at responding to demand in this market by developing appropriate new products and new applications for existing
products. Automatic cash-in machines are seen as a source of future sales growth through their use as cash-
handling terminals for retail stores. We are working to develop an enhanced product range adapted to different
business types and turnover rates so as to differentiate our products from those of other companies.

One mid- to long-term issue is a strategy to equip bill validators, which are among our primary products, with
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more advanced and functionally developed recognition and sensor technology to establish more firmly our
superiority in this sector.

On May 13, 2005, we entered into a business partnership agreement with Abilit Corporation that covers
machines for the domestic amusement industry. The agreement, which offers enormous benefits to both
companies, relates to the token lenders for pachinko slot machines which are one of JCM’s specialist areas and the
pachinko ball lenders which are an Abilit business line; the two companies will utilize each other’s resources and
sales channels for joint development and joint sale of these items, whose manufacture will additionally be
subcontracted to JCM using its overseas production expertise. By building a wide-ranging partnership not restricted
to the area of token lenders and pachinko ball lenders but extending to other areas of JCM business activities such
as equipment for the amusement-industry and money-handling machines, we will work unstintingly to maximize
the impact of our business partnership.

Enhancement of JCM Network

In the future rollout of our activities in the commercial market, one essential is an expansion of sales bases with
maintenance capacity. In the Eastern European region, where the gaming market is experiencing marked growth,
we are working to expand our network of bases with mergers and acquisitions as one option. Additionally, in
order to achieve world-scale streamlining of products, raw materials, and other resources and a shortening of
production lead-time, we are engaged in constructing a JCM Group total network system centered on supply-
chain management. With July 2007 as the target date for completion, we will be bringing bases on-stream
successively from now on.

Strengthening and Expansion of Production System

With the aim of reducing manufacturing costs, the JCM Group has been
actively implementing overseas production transfer and by the end of March
2005, the rate of overseas production had reached 40% of the total. We will
continue to promote the shift to overseas production, with an increase to
around 50% targeted for the year to March 2008, the final year of the current
mid-term business plan. At present, overseas production is located mainly in
China. However, in response to political considerations, currency risk and
other factors, we will consider taking steps toward building a second overseas
production base. Staff have already been sent to candidate regions, including
Thailand, Vietnam and Malaysia, and have begun work on tasks such as
appraising infrastructural conditions and selecting local enterprises for outsourcing.

Meanwhile, at the Nagahama Factory, our main domestic factory and our base for manufacture of domestic-
market products and products requiring advanced production technology, extension works were begun in April
2005 and are due to be completed in November 2005. The value of the investment is approximately ¥800 million.
The construction works, which will effect a twofold increase in production capacity that translates into an
expansion in sales on the order of ¥10 billion, will not only expand production capacity but also unite the
previously dispersed distribution operations at one location, contributing to a more efficient domestic production
and distribution system.

Artist’s rendering of completed Nagahama Factory

Notice Regarding Court Action
On June 17, 2005, a court action for alleged infringement of patent right was brought against JCM and its
overseas subsidiary JCM AMERICAN CORP. (Nevada, USA) by MARS, INCORPORATED (Virginia, USA), a
competitor in the supply of bill validators to the US gaming market.

JCM is satisfied that no infringement of rights has taken place in respect of the disputed patent of MARS,
INCORPORATED and intends to stand by this assertion.
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Business Performance by Business Segment

Supporting secure currency circulation in the
commercial market

* Supermarkets « In-store automatic teller machines
* Home centers Bill Checkers * Kiosks
* Post offices * Vending machines for CDs
« Food service industry and high-value articles
- Hospitals Bill Validators « Change machines

* Hotels Coin Validators « Credit-card vending machines

Bill-Recycling Units

Bill Counters

« Drugstores Coin Counters « Ticket vending machines
* Golf courses Cash-In Machines * Parking lot payment machines
* Home delivery industry " « In-pump self-service gas station
« Direct marketing (?hange.Dlspensers JEOS system =i
« Freight industry Fire-Resistant Safes « Meal ticket vending machines

« Gas stations « Token/Pachinko ball lenders

Money-Handling Machines

. In the domestic market, the issue of new bills in November 2004 led to an increase in replacement

" | demand for related equipment from the retail and amusement industries which are our main
customers, resulting in increased sales of bill validators. Healthy sales expansion was also achieved by products
such as the automatic cash-in machines that are central to cash collection and distribution systems in the food
service and retail industries and other sectors; and the bill-recycling units which form the main unit of mini
automated teller machines for retail stores.

Overseas, in the gaming sector, which is our main market, there was expanded demand for bill validators due
to the expansion of legalized areas for casino gambling and the spread of coinless gaming machines in the North
American region, while in the European region, sales developed favorably in Eastern Europe, especially Russia,
and also in the British market.

The result of these movements was that net sales for the segment increased by 7.5% from the previous year
to reach ¥23,993 million.

Electronic Cash Registers
E_ In the domestic market, sales strategies and product development focused tightly on target customer
3 groups were pursued, but with little prospect of an increase in market size, price competition among
major manufacturers intensified further, which contributed to sluggish sales development.

Given these conditions, net sales for the segment fell by 17.7% from the previous year to ¥718 million.
Looking ahead, we aim to increase sales income by concentrating, among other areas, on product development
aimed specifically at medium-sized stores and on sales and enhance our range of application software adapted to
specific branches of industry and types of business.

Other Products
The video-game arcade and fire-resistant safe markets were not subject to any major change factors
and sales remained at largely the same levels as in the previous year. In the area of environment and
hygiene-related equipment, ozone generators and related equipment experienced intensified competition from
rival companies, with resulting reduced sales.

The upshot of these movements was that net sales for the other products segment fell by 8.2% from the
previous year to ¥1,076 million.

In the video-game arcade sector, the closure during the period of one unprofitable arcade reduced the
number of arcades currently in operation to one.
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Supporting amusement-industry management
as a business-solution provider

Active promotion of solutions to amusement industry

* * * *

« Automatic token supply systems I ] « Service network of « System design for
* Pachinko slot machines . ) !
« Token lenders 112 bases nationwide equipment and machinery

« High-value token lenders
with IC token specifications

« High-denomination bill
exchange machines

Equipment for the Amusement Industry

Due to the opening of new gaming halls and refurbishment demand from gaming stores, and given the

increasing popularity of pachinko slot machines, there was a large expansion in sales of the automatic
token supply systems which are the segment’s main product. In addition, as well as a great expansion in sales of
the token lenders able to accept high-denomination bills that were introduced for the first time in fiscal year 2005,
the replacement demand created by the issue of new bills also led to sales increases for conventional token
lenders dedicated to handling one-thousand yen bills and for change machines.

On the strength of these results, net sales for the segment increased by 47.0% from the previous year to

¥12,160 million.

m Change in Net Sales Composition m m 2005 Net Sales Composition =
(Millions of yen) 0
40,000 2.8%
37,947
35,000
32,637
63.3%
30,000 28173
25,000
20,000
15,000
Money-handling machines
10,000 [ Electronic cash registers
B Equipment for the amusement industry
5,000
Bl other products
0
03 04 05

Years ended March 31
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Business Performance by Geographical Segment

Global business development across the United
States, Europe and Asia

JCM Business Bases Overseas

|JCM United Kingdom Ltd. |
|

: | JCM American Corporation |
Japan Cash Machine I

Germany GmbH

—

|—|Japan Cash Machine Co,, Ltd. |

|
[ JCM Gold (HK) Ltd. |

Japan
In the retail and amusement industries, which are our main customers, the increased demand created
by the issue of new bills contributed to increased sales of bill validators, while the automatic cash-in
machines that are central to cash collection and distribution systems in the food service and retail industry and
other sectors also experienced expanded sales. In the amusement-industry sector, with the increasing popularity
of pachinko slot machines, facility-related product sales also grew, so that net sales increased by 16.2% from the
previous year to ¥31,784 million.

With the advantage of scale produced by increased sales, operating income grew by 39.7% to ¥5,133 million.

North America
In the gaming sector, which is our main market, the expansion of legalized areas for casino gambling
and the spread of coinless gaming machines boosted demand for bill validators so that sales
denominated in local currency increased. However, as the yen appreciated by around ¥8 against the US dollar
compared to the previous year, net sales when converted into Japanese currency showed a decline of 3.0% to
¥12,092 million compared to the previous year.

With the effect of the exchange rate and the increase in operating costs brought about by a strengthening of
the sales system, operating income fell by 11.1% from the previous year to ¥1,725 million.

08 | Jcm ANNUAL REPORT 2005
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Europe

In the countries of Eastern Europe and particularly Russia, the expansion of casinos has continued
against a background of economic expansion. The number of gaming machines has also increased with
the result being that sales of JIMC bill validators have developed favorably. Combined with increased sales to
Britain, this produced an 11.8% increase in net sales to ¥5,643 million and a 32.9% growth in operating income to
¥1,388 million.

Asia

As we moved energetically ahead with the transfer of production of amusement-industry equipment
and money-handling machines to China, our coordinating base for overseas production, the volume of
production in this region underwent an increase. With the addition to this of the growth in external sales achieved
by aggressive sales activity aimed at Asian region customers, net sales increased 97.4% over the previous year to
¥9,773 million. With the production transfer of equipment for the amusement industry and expanded production
volume in this business sector, operating income increased by 33.0% from the previous year to ¥592 million.
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Technology Development

Market growth through speedy technology
development

Customer needs / Development of latent demand

Speedy
Technology development capability » product

Human resources investment Mergers and acquisitions Technology partnerships

development

To survive in business, it is essential for companies of the size of JCM to bring to market the
products that customers require ahead of other companies. In order to put into practice our
corporate motto of “delivering unique products and services to customers around the world,”
we are directing the concerted energies of the whole company into the key task of new
product development.

A distinctive feature of our operation is “development as a corporation that creates markets,”
a form of product development based on customer needs. For this purpose, we pay particular
attention to ensuring a fully up-to-speed development system, with 40% of the staff of the parent
company engaged in technology-related activities. Moreover, we will be continuing active
investment to meet the goals of the mid-term business plan, which sets the guide level for
research and development expenditure at 6% of the net sales of the parent company.

Domestic Markets

We will be looking to actively expand into new markets by delivering new systems, new products, and hew components to
growth markets, deploying as our main technologies the bill and coin recycling technology whose development was completed
in the fiscal year to March 2004 alongside the bill and coin recognition and validation technology and mechatronics technology
which we have built up over the years.

We are about to release a cash-in machine which can be used not just to collect sales takings but which also has a cash-
dispensing function that can handle new applications such as giving change. This new model is one product of our vigorous
technology development capabilities. Progressing one stage from the conventional model, whose chief applications were cash
collection and secure transport, we have succeeded in developing a transaction-processing device which can handle all cash
collection and dispensing operations.

Overseas Markets

JCM is engaged in the development and sale of special bill validators for the gaming market. With a cumulative total of 1.7
million sales, these items are in all respects one of our major products for the gaming market and have captured a high market
share of around 80% in the United States.

In recent years, however, the expanding market has encouraged competitors to enter the gaming market in earnest,
leading to intensified competition. To transcend this challenge, JCM will launch onto the market the UBA series of next-
generation bill validators developed according to a novel concept and designed as a means of expanding sales and maintaining
market share. The UBA series has vastly improved bill-intake precision as it features a function that will automatically center
any bills inserted at an angle.

We have also undertaken new development of bill validators for table gaming. The improved bill validators allow bills
collected by the dealer from customers playing roulette, poker, and other table games to be inserted all at once into the
machine. Operations previously performed manually are now performed by the machine’s bill-intake function, cutting out the
time spent on back-office counting, improving the level of security and winning acclaim from casino operators.
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Product Presentations
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UBA-Series

[
i
E_T'_
1

UBA

Released in the autumn of 2004 as a successor to the WBA series,
which had sold a cumulative total of over 1 million units, the UBA
attracted great interest from the outset. Orders have developed
favorably, with the UBA already having been adopted by a major
_‘1 United States casino. Equipped

# .- with numerous new technologies,
== - including a centering function that
greatly increases validation security
and bill acceptance rate, the UBA is
a dynamic embodiment of JCM’s

unique technologies and their expert
response to customer needs.

Scenes from the Amusement
Trades Exhibition International
and the International Casino
Exhibition

DBV-300/RC-10

This model is installed primarily in vending machines.
As a rule, existing validators only accept $1 bills and
change is all dispensed in
coins. Through combination

AD-02

This machine has four stackers and can recycle three
different kinds of bill. This has made it possible to

Snack-vending machine
equipped with DBV-300

with a special RC-10
recycling unit, JCM’s DBV-
300 is able to temporarily
store up to ten bills for
dispensing as change. So
for instance if $1 bills are
fed in, a customer who has
only a $5 bill can still buy a
product for $1 and receive
the $4 change in bills.

I-REX

Kiosk terminal with built-in
AD-02

greatly decrease the amount
of cash contained in vending
machines for high-value
products, which have so far
required a combination of bill
validators and bill dispensers,
and in self-payment kiosks.
The units are equipped with
a bulk bill feeder as a
standard feature, which
contributes to shorter
transaction times.

The pachinko slot machines installed in pachinko parlors are played
not by direct insertion of cash but using tokens issued against

payment. Conventional token lenders were only able to accept ¥1,000
bills, but the I-REX accepts all bills and coins up to the ¥10,000 bill.
The amount of money inserted is recorded as electronic data on an

IC coin and any remaining value on the IC coin can be collected via a
cash-back system.
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Corporate Governance

Enhancing corporate governance

Legal Responsibilities
Functional strengthening of corporate governance Environmental Responsibility
Full compliance with laws and regulations Acquisition of 1S014001 certification of
Strengthening of risk management 7 domestic business bases
Management of corporate information

Full compliance
with corporate ethics

Economic Responsibilities Social Responsibilities
Realization of efficient management Delivery of appropriate products to global market
Contribution to stakeholder finances Human resources training

In order to realize stable growth in the mid to long term, the JCM Group needs to further increase the soundness,
efficiency, and transparency of its managerial operations and to speed up the decision-making process.

In order to increase transparency in relation to shareholders, investors, and the rest of society and to
maximize shareholder value by strengthening and enhancing corporate governance, JCM is working to establish
both an organizational structure able to respond swiftly and flexibly to changes in the business environment and
an open and accountable management system.

JCM adopts an auditor system based on Japan’s Commercial Code. The system for supervision of the board
of directors by auditors has functioned effectively and contributed to sound managerial judgment, with the
opinions and comments of the board of auditors, which includes external auditors, being accorded serious
consideration during decision-making by the board of directors.

Over time, we have worked to reduce the number of seats on the board of directors and to strengthen its
functions. Now, we are taking additional measures to promote transfer of powers and organizational streamlining
so as to further speed up managerial decisions and make them more open and accountable.

In order to enhance accountability, meanwhile, we are establishing a new investor relations coordination
section charged with centralizing information resources and bringing information management, including for
overseas subsidiaries, under unitary control. Meanwhile, in order to ensure compliance with corporate ethics
and corporate social responsibility, we are appointing a board member with responsibility for pursuing initiatives
in the area of compliance and risk management and are also taking steps toward the institution of a
Compliance Committee.
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Financial Section

Consolidated Five-Year Summary

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries

Thousands of

Millions of yen U.S. dollars
2005 2004 2003 2002 2001 2005

For the year:

NET SAIES ... ¥ 37,947 ¥32,637 ¥28,173 ¥28544 ¥25343 $353,359
Money-handling machines ..........cccccvviieiiiecniie e, 23,993 22,318 19,736 18,954 17,001 223,418
Cash registers diVISION ..........cccceeeiiiiiiieeieiiiee e 718 872 1,161 1,844 2,065 6,685
Equipment for the amusement industry ....................... 12,160 8,274 5,986 6,802 5,584 113,231
O <o 1,076 1,173 1,290 944 693 10,025

GroSS Profit ..o 18,412 16,170 12,309 11,001 10,427 171,452

Operating INCOME ......coiiiiiiiieeiiieeee e 8,644 7,281 4,765 4,016 4,112 80,497

NELINCOME ..o 4,984 4,073 2,833 2,385 2,530 46,410

Cash flows from operating activities ...........c.ccccceveeeernneen. 3,169 4,850 4,849 1,162 1,728 29,514

Cash flows from investing activities ..........ccccccceveeeiiinen. (1,976) (728) (634) (510) (619) (18,399)

Cash flows from financing activities ...........ccccocceviiennn (899) (784) (746) (705) 278 (8,376)

Cash and cash equivalents at end of year ........................ 11,621 11,275 8,393 5,103 4,977 108,218

At the year end:

TOLAl ASSETS ..eveiieiiiiiiiie et ¥ 32,876 ¥29,350 ¥26,470 ¥22,352 ¥20,734 $306,133

Shareholders’ equity .........cccoiiiiiiiieiiiiiee e 25,020 20,809 17,642 15,833 13,364 232,981

Return on equity (Y0) .....ccvveerreeeniiieieee e 21.8 21.2 16.9 16.3 21.3 —

Number of emMPIlOYEES ......ccvevvieiiiiiiiiec e 582 549 504 458 420 —

Net Sales Net Income Total Assets Shareholders' Equity
(Millions of yen) (Millions of yen) (Millions of yen) and ROE
(Millions of yen, %)
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Consolidated Balance Sheets

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
March 31, 2005 and 2004

Thousands of
U.S. dollars

Millions of yen (Note 3)
2005 2004 2005
Assets
Current assets:
Cash and cash eqUIVAIENTS ...........ccuiiieiiiiiiiie e ¥ 11,675 ¥ 11,275 $108,720
Trade receivables:
N OTES e e e 2,997 2,108 27,910
ACCOUNES ..t 3,730 4,152 34,727
6,727 6,260 62,637
SECUNEIES (NOLE 5) .eeeiiiiiiiiiiit et 940 — 8,758
INVENTONIES (NOTE 4) ooiiiiiiiiiiie ettt e e e 7,407 6,050 68,975
Deferred income taxes (NOE 8) .....ooiiiiiiiiiiieiiiii e 1,404 1,365 13,075
Prepaid expenses and other Current assets .........cccooccveeeeeeiiiiieeeenniiieneeens 477 566 4,443
Less allowance for doubtful aCCOUNES .........cccccviiiieiiiiiiiie e (187) (202) (1,745)
TOtAl CUITENT ASSETS ...oevviveiiieie ettt e e e e e e e e e e e e e e eaeeeaes 28,443 25,314 264,863
Property, plant and equipment, at cost (Note 6):
- o o TR 377 379 3,507
BUildiNgS and STFUCTUIES ......cioiiiiiiiiie et 1,946 1,953 18,125
Machinery and €QUIPMENT .......oouiiiiiiiiiiie e 3,962 4,342 36,890
WOTK IN PIrOGIESS ittt 40 — 370
6,325 6,674 58,892
Less accumulated depreciation ...........cccvveeeeiiiiiiee e (3,992) (4,450) (37,171)
Property, plant and equipment, Net ... 2,333 2,224 21,721
Investments and other assets:
Investments in SecuritieS (NOTE 5) .....cvvviciiiiiiiieiiee e 960 967 8,938
Investments in unconsolidated subsidiaries ............cccocceviiieiniiinieenn 16 16 151
Deferred income taxes (Note 8) 224 175 2,083
Long-term loans 1 1 7
Other .o 966 714 8,997
Less allowance for doubtful accounts .............. (67) (61) (627)
Total investments and OtNEr ASSETS .......ucveiiiiiiiiiieiceee e 2,100 1,812 19,549
TOTAl BSSEES vttt ¥ 32,876 ¥ 29,350 $ 306,133

The accompanying notes are an integral part of these statements.
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Thousands of
U.S. dollars

Millions of yen (Note 3)
2005 2004 2005
Liabilities and Shareholders’ Equity
Current liabilities:
Current portion of long-term debt (NOte 6) ........ccovveeeiiiiiiieeeeecee e, ¥ — ¥ 200 $ —
Trade payables:
N OTES e a e 2,354 3,119 21,916
ACCOUNES ..t 1,347 2,177 12,547
3,701 5,296 34,463
Short-term bank 10ans (NOTE 6) ........eveiiiiiiiiiiieiiieee e 129 101 1,200
Accrued income taxes (NOTE 8) ...iceiiiiiiiieeiiiiiiie e 1,954 875 18,201
ACCIUEBH DONUSES ...ttt e e e e e e eaeaes 506 453 4,709
Other current HabIlITIES ........uiiiieee e e 1,180 1,201 10,992
Total current labilities .........cccoviiiiiii i 7,470 8,126 69,565
Long-term liabilities:
Accrued retirement benefits for employees (NOte 7) ......coocvvveeiiiiiiiieeeiinns 74 111 688
Retirement allowances for directors and corporate auditors ...................... 264 262 2,455
Deferred income taxes (NOE 8) ....ocoiiiiiiiiiieiiiiiiee e 25 24 231
OFNOI e 23 18 213
Total long-term HabilitieS ..........ccueiiiiiii e 386 415 3,587
Shareholders’ equity (Note 9):
Common Stock:
Authorized - 79,000,000 shares
Issued — 29,626,881 shares in 2005
17,955,686 shares in 2004 .........ccccoeviviieieeiiiiiiiee e 2,182 2,182 20,316
Capital surplus (NOTE 9) ..o 2,029 2,029 18,895
Retained earnings (NOTE 16) .....ccvvveeiiiiiiiiie et 21,131 16,846 196,768
Net unrealized holding gain on securities 277 276 2,576

Translation adjuSIMENTS ..........ooiiiiiiiiiiie e (504) (455) (4,693)

Less treasury stock, at cost:

75,090 shares in 2005 and 39,235 shares in 2004 (95) (69) (881)
Total shareholders’ equity .........cccccoevviiieeennn. 25,020 20,809 232,981
Total liabilities and shareholders’ equity ¥ 32,876 ¥ 29,350 $ 306,133
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Consolidated Statements of Income

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2005 and 2004

Thousands of
U.S. dollars

Millions of yen (Note 3)
2005 2004 2005
NEt SAIES (NOTE 15) .ottt e e e e e e e e neeee e e e enees ¥ 37,947 ¥ 32,637 $ 353,359
COSt Of SAIES (NOTE 11) ..eeiiieiiiiiiee ettt 19,535 16,467 181,907
(C (0TS 0] (0] ] SRS RRR ST 18,412 16,170 171,452
Selling, general and administrative expenses (Note 11) ......ccccccoiiieeeeeeniiinnenn. 9,768 8,889 90,955
Operating inCoOmMe (NOTE 15) ..iiiiiiiiiiiiec et 8,644 7,281 80,497
Other income:
Interest and dividend INCOME ..........cccociiiiiiiiiii e 54 43 502
Reversal of allowance for doubtful accounts ...........cccccccviveeniiiinieeninennn 27 54 250
Foreign exchange gain ... 141 — 1,310
ONET . 118 46 1,103
340 143 3,165
Other expenses:
INTEIEST EXPENSE ...ttt e e e e e e e e e e e e e e e e aanaes 7 11 70
Loss on disposal of property, plant and equipment ...........cccccoeveeriieernneen. 77 9 720
Loss on devaluation of golf memberships ..........ccccooiiiiiiiinieeeee 2 57 14
Foreign exchange 0SS ........ciiiiiiiiiiie et — 287 —
(@] 1 1= RSP SRRT 86 43 804
172 414 1,608
INncome before INCOME TAXES ........cvuveeiieiiee et eeeeenaaes 8,812 7,010 82,054
Income taxes (Note 8):
CUITEINT ettt e e e e e e et e e e e e e e aeeeas 3,919 3,096 36,492
D2 (T =T o [ TSP TTPPRRR (92) (159) (848)
NETINCOME ..ttt et ¥ 4,984 ¥ 4,073 $ 46,410

The accompanying notes are an integral part of these statements.

16 | Jcm ANNUAL REPORT 2005



Consolidated Statements of Shareholders’ Equity

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2005 and 2004

Millions of yen

Number of Net unrealized

shares of Common Capital Retained holding gain ~ Translation ~ Treasury
common stock stock surplus earnings  onsecurities adjustments  stock
Balance at March 31, 2003 16,323,351 ¥2,182 ¥2,029 ¥13,373 ¥ 48 ¥ 72 ¥ (62)
Net income for the year ended March 31, 2004 ... — — — 4,073 — — —
StOCK SPIit oo 1,632,335 — — — — — —
Cash dividends — — — (557) — — —
Bonuses to directors and corporate auditors ..... — — — (43) — — —
Net unrealized holding gain on securities ...... — — — — 228 — —
Translation adjustments ..........cccccevvieerineenns — — — — — (527) —
Increase in treasury StOCK ........cccccceevierennnnen. — — — — — — (7)
Balance at March 31, 2004 17,955,686 ¥2,182 ¥2,029 ¥16,846 ¥276 ¥ (455) ¥ (69)
Net income for the year ended March 31, 2005 .... — — — 4,984 — — —
StOCK SPIIt e 11,671,195 — — — — — —
Cash dividends ........cccccveeeiiiiiieee e, — — — (649) — — —
Bonuses to directors and corporate auditors ..... — — — (50) — — —
Gain on sales of treasury stock ..............c....... — — 0 — — — —
Net unrealized holding gain on securities ...... — — — — 1 — —
Translation adjustments ..........ccccocvvveeeeennee. — — — — — (49) —
Increase in treasury Stock ..........ccccceeiniineen. — — — — — — (26)
Balance at March 31, 2005 ..........cccccevvveininnenne 29,626,881 ¥2,182 ¥2,029 ¥21,131 ¥277 ¥ (504) ¥ (95)
Thousands of U.S. dollars (Note 3)

Number of Net unrealized

shares of Common Capital Retained holding gain  Translation ~ Treasury
common stock stock surplus earnings  onsecurities adjustments  stock

Balance at March 31, 2004 17,955,686 $20,316 $18,891 $156,864 $2,574 $(4,235) $(643)
Net income for the year ended March 31, 2005 ... — — — 46,410 — — —
SEOCK SPIIt e 11,671,195 — — — — — —
Cash dividends ........cccceveeiiiiiiiee e, — — — (6,039) — — —
Bonuses to directors and corporate auditors ..... — — — (467) — — —
Gain on sales of treasury stock ..............c...... — — 4 — — — —
Net unrealized holding gain on securities ...... — — — — 2 — —
Translation adjustments ..........ccccceevieeerineenne — — — — — (458) —
Increase in treasury stock — — — — — — (238)
Balance at March 31, 2005 29,626,881 $20,316 $18,895 $196,768 $2,576 $(4,693) $(881)

The accompanying notes are an integral part of these statements.
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Consolidated Statements of Cash Flows

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2005 and 2004

Thousands of
U.S. dollars

Millions of yen (Note 3)
2005 2004 2005
Operating activities:
INncome before INCOME TAXES ........evuvviieiiieeee e eeeaaans ¥ 8,812 ¥ 7,010 $ 82,054
Adjustments to reconcile income before income taxes
to net cash provided by operating activities:
Depreciation and amortization ..............cceeeiooiiiiiieeeiieiee e 650 524 6,054
Provision for allowances and accruals 11 35 106
Interest and dividend INCOME ..........coiiiiiiiiiiiie e (54) (43) (502)
INTEIEST EXPENSE ...ttt 7 11 70
Exchange (gain) 10SS, NEL ......cciiiiiiiiei et 9) 77 (81)
Gain on sales of investments in SECUNILIES .........ccccveeeiiiiiiieee e (37) — (347)
Loss on devaluation of golf club memberships ..........ccccceeiiiiiniii, 2 57 14
OTNET .ttt 20 (19) 185
Changes in operating assets and liabilities:
Trade reCeIVaDIES .......cooviiiiiiii e (515) 247 (4,791)
INVENTOTIES ..ttt e e s e e e e e s tbeeeaeean (1,363) (328) (12,689)
Trade payables (1,571) 554 (14,632)
Consumption taxes receivable 51 9 471
Other operating assets and liabilities ...........ccoooeiiiiii e 38 464 356
Subtotal 6,042 8,598 56,268
Interest and dividends reCEIVEM ..........ccvviiiiiiiiiie i 54 43 502
INEEIEST PRI ..oeiieeiiiiiie et e e e e e e e et e e e e st reaeeeeenees (8) (12) (75)
INCOME TAXES PAI ...viviiiiiiiiiiee et et e e e e e e e e s ae e e e e e eanes (2,919) (3,779) (27,181)
Net cash provided by operating activities .............ccccoovvieiieinninnn. 3,169 4,850 29,514
Investment activities:
Purchases of property, plant and equIpmMeNnt ..........cccooiiiieieniicee e (869) (631) (8,094)
Proceeds from sales of property, plant and equipment 39 17 365
PUrchases 0f SECUMLIES ......cueiiiiiieiiie e (976) — (9,085)
Purchases of investments in SECUMLIES ........ccccovviiiiiiiiiiiiee e 3) — (28)
Proceeds from sales of investments in SECUNtIES .........ccccovveiiiiiicicieeinen, 47 — 440
Purchases of Other @SSEtS .........ccciiiiiiiiiiiiiie e (192) (105) (1,793)
OTNET ettt (22) 9) (204)
Net cash used in investment activities ...........ccocceeeiiiiiiieieeniiieene. (1,976) (728) (18,399)
Fainancing activities:
Decrease in short-term bank [0aNnS ...........ccooiiiiiiiiiiiiiieec e (26) (20) (241)
Decrease in 1ong-term debt ...........cooiiiiiiiiiie e (200) (200) (1,862)
Purchases of treasury StOCK ..........cooiiiiiiiiiiiiic e (26) (7) (242)
Proceeds from sales of treasury StOCK .........ccccooviviiiieiiiiiiiee e 1 — 8
Cash dividends PAIA .........eeeiiiiieiiiie et (648) (557) (6,039)
Net cash used in financing activities ...........cccoooieiiiiniiiec e, (899) (784) (8,376)
Effect of exchange rate changes on cash and cash equivalents .............. 52 (456) 488
Increase in cash and cash equivalents ............cccccoiiiiiiini s 2,882 3,227
Cash and cash equivalents at beginning of year ..........c.ccooooeiviiiiincnnn. 8,393 104,991
Cash and cash equivalents at end of year (Note 13) ¥ 11,275 $108,218

The accompanying notes are an integral part of these statements.
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Notes to Consolidated Financial Statements

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries

1 Basis of Preparation of Consolidated Financial Statements

Japan Cash Machine Co., Ltd. (the “Company”’) and its domestic subsidiaries maintain their accounts and records
in accordance with accounting principles generally accepted in Japan. Its overseas subsidiaries maintain their
accounts in conformity with the requirements of their countries of domicile.

The accompanying consolidated financial statements of the Company and consolidated subsidiaries are
prepared on the basis of accounting principles generally accepted in Japan, which are different in certain respects
as to the application and disclosure requirements of International Financial Reporting Standards, and are compiled
from the consolidated financial statements prepared by the Company as required by the Securities and Exchange
Law of Japan.

In preparing the accompanying consolidated financial statements, certain reclassifications and rearrangements
have been made to present the accompanying consolidated financial statements in a form which is familiar to
readers outside Japan. However, no adjustments have been made which would change its financial position or
the results of its operations as presented in the original consolidated financial statements.

Certain reclassifications of previously reported amounts have been made to conform the consolidated financial
statements for the year ended March 31, 2004 to the 2005 presentation. Such reclassifications had no effect on
consolidated net income or shareholders’ equity.

2 Summary of Significant Accounting Policies

(a) Principles of Consolidation and Accounting for Investments in Unconsolidated Subsidiaries
The accompanying consolidated financial statements include the accounts of the Company and its significant
subsidiaries. All significant inter-company items have been eliminated in consolidation.

The overseas consolidated subsidiaries are consolidated on the basis of fiscal periods ending December 31,
which differs from the balance sheet date of the Company. As a result, adjustments have been made for any
significant inter-company transactions which took place during the period between the year ends of these
overseas consolidated subsidiaries and the year end of the Company.

Any difference between the cost of an investment in a subsidiary and the amount of the underlying equity in
the net assets of the subsidiary is treated as an asset or a liability as the case may be, and is amortized over a
period of five years on a straight-line basis.

Investments in unconsolidated subsidiaries are carried at cost.

(b) Foreign Currency Translation

Foreign currency transactions

All monetary assets and liabilities denominated in foreign currencies are translated into yen at the rates of
exchange in effect at the balance sheet date, except that receivables and payables hedged by qualified forward
foreign exchange contracts are translated at the corresponding contract rates. All other assets and liabilities
denominated in foreign currencies are translated at their historical rates. Revenue and expense items arising from
transactions denominated in foreign currencies are generally translated into yen at the exchange rates in effect at
the respective transaction dates. Gain or loss on the transactions is credited or charged to income in the period in
which such gain or loss is recognized for financial reporting purposes.

Financial statements of overseas consolidated subsidiaries

The financial statements of the overseas consolidated subsidiaries are translated into yen at the rates of exchange
in effect at the balance sheet date except that the revenue and expense accounts are translated at the average
exchange rate in effect during the fiscal year and the components of shareholders’ equity are translated at their
historical rates. Differences resulting from translating the financial statements of the overseas consolidated
subsidiaries are not included in the determination of net income, but are presented as translation adjustments in a
component of shareholders’ equity in the consolidated balance sheets.

(c) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and in banks and other highly liquid investments with maturities
of three months or less when purchased.
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(d) Inventories

Inventories of the Company and domestic subsidiaries are stated at cost determined by the first-in, first-out
method. Inventories of the consolidated subsidiaries are stated at the lower of cost or market, the cost of JCM
American Corporation and JCM Gold USA, Inc. being determined by the first-in, first-out method, and the cost of
Japan Cash Machine Germany GmbH, JCM Gold (HK) Ltd. and JCM United Kingdom Ltd. being determined by
the moving-average method.

(e) Investments in Securities

Securities are classified into three categories: trading securities, held-to-maturity debt securities, and other
securities. Trading securities are stated at fair value. Gain and loss, both realized and unrealized, are charged to
income. Held-to-maturity debt securities are stated at amortized cost. Marketable securities classified as other
securities are carried at fair value with any changes in unrealized holding gain or loss, net of the applicable income
taxes, included directly in shareholders’ equity. Non-marketable securities classified as other securities are
carried at cost. Cost of securities sold is determined by the moving-average method.

(f) Derivatives and Hedging Activities

Derivative financial instruments are utilized by the Company principally in order to manage certain risks arising
from adverse fluctuation in foreign currency exchange rates. The Company has established a control
environment which includes policies and procedures for risk assessment, and for the approval, reporting and
monitoring of transactions involving derivatives. The Company does not hold or issue derivatives for speculative
trading purposes.

The Company is exposed to certain market risks arising from its forward foreign exchange contracts. The
Company is also exposed to the risk of credit loss in the event of non-performance by the counterparties to these
contracts; however, the Company does not anticipate non-performance by any of these counterparties, all of
whom are financial institutions with high credit ratings.

Derivatives are carried at fair value with any changes in unrealized gain or loss charged or credited to
operations, except for those which meet the criteria for deferral hedge accounting under which unrealized gain or
loss is deferred as an asset or a liability.

(g) Property, Plant and Equipment
Property, plant and equipment is stated on the basis of cost. The Company calculates depreciation principally by
the declining-balance method based on the estimated useful lives and the residual value determined by the
Company and domestic subsidiaries, except for buildings (exclusive of any structures attached to the buildings)
acquired on or after April 1, 1998 which are depreciated by the straight-line method. The consolidated
subsidiaries calculate depreciation principally by the straight-line method over the estimated useful lives of the
respective assets.

The useful lives of property, plant and equipment are 3 to 50 years for buildings and structures and 4 to 12
years for machinery and equipment.

Costs for maintenance, repairs and minor renewals are charged to income when incurred. Major renewals and
betterments are capitalized.

(h) Research and Development Costs and Computer Software

Research and development costs are charged to income when incurred. Expenditures relating to computer software
developed for internal use are charged to income when incurred, except if these are deemed to contribute to the
generation of future income or cost savings. Such expenditures are capitalized as assets and amortized by the
straight-line method over their useful lives, generally a period of five years. Computer software developed for sales
purposes is amortized by the straight-line method over its economic life, generally three years or less.

(i) Allowance for Doubtful Accounts
The Company and its domestic subsidiaries provide allowances for doubtful receivables based on their historical
experience of bad debts on ordinary receivables plus an additional estimate of probable specific doubtful accounts
from customers experiencing financial difficulties.

The allowance for doubtful accounts of the overseas subsidiaries has been provided at an estimated amount of
their probable bad debts.
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(j) Leases

Non-cancelable leases of the Company are accounted for as operating leases (whether such leases are classified
as operating or finance leases) except that leases which stipulate the transfer of ownership of the leased assets
to the lessee are accounted for as finance leases. However, leases of the overseas subsidiaries are generally
classified and accounted for either as finance or operating leases in conformity with the accounting principles and
practices generally accepted in the countries in which they are incorporated.

(k) Retirement Benefits
Employees of the Company and its domestic subsidiaries are, in general, covered by the Company’s funded non-
contributory pension plans.

Accrued retirement benefits are provided based on the amount of the projected benefit obligation reduced by
the pension plan assets at fair value as of the balance sheet date.

Actuarial gain or loss is credited or charged to income in the year in which such gain or loss is recognized for
financial reporting purposes.

The directors and corporate auditors of the Company and its domestic subsidiaries are not covered by this
pension plan. The liability for their retirement allowances represents the estimated amount which would be
payable if they were to retire at the balance sheet date. Amounts payable to the directors and corporate auditors
upon retirement are subject to the approval of the shareholders under the Commercial Code of Japan.

The overseas consolidated subsidiaries have no retirement benefit plans.

(I) Income Taxes

Income taxes are calculated on taxable income and charged to income on an accrual basis. Certain temporary
differences exist between taxable income and income reported for financial statement purposes which enter into
the determination of taxable income in a different period. The Company and its consolidated subsidiaries
recognize the tax effect of such temporary differences in their consolidated financial statements.

In accordance with a law on the amendment of local tax laws, and so forth, which went into effect on April 1,
2004, a corporation with capital of more than ¥100 million is subject to business scale taxations on the basis of
the total amount of value added, the size of its capital and its taxable income. Based on this new accounting
standard for business scale taxation, the Company has accounted for business scale taxation, with respect to the
amount of value added and capital, as a component of operating expenses. Consequently, operating expenses for
the year ended March 31, 2005 increased by ¥50 million ($469 thousand) and operating income and income
before income taxes for the year ended March 31, 2005 decreased by ¥50 million ($469 thousand).

(m) Appropriation of Retained Earnings

Under the Commercial Code of Japan, the appropriation of retained earnings with respect to a given financial
period is made by resolution of the shareholders at a general meeting held subsequent to the close of the
financial period. The accounts for that period do not, therefore, reflect such appropriations (see Note 16).

3 U.S. Dollar Amounts

The translation of yen amounts into U.S. dollar amounts is included solely for convenience, as a matter of
arithmetic computation only, at the rate of ¥107.39 = U.S.$1.00, the approximate rate of exchange in effect on
March 31, 2005. The translation should not be construed as a representation that yen have been, could have
been, or could in the future be, converted into U.S. dollars at the above or any other rate.
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4 \nventories

Inventories at March 31, 2005 and 2004 are summarized as follows:

FINIShed gOOAS ......cocuviiiiiiiiiiee e
WOTK iN PrOCESS .oiiiiiiiiiiee ettt et e e rbana e
Raw materials and SUpplies ........ccccoieeiiiiieiiiee e

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
¥4,118 ¥ 2,920 $ 38,343
899 934 8,373
2,390 2,196 22,259
¥ 7,407 ¥ 6,050 $ 68,975

5 Short-Term Investments and Investments in Securities

Short-term investments and investments in securities classified as other securities at March 31, 2005 and 2004

were as follows:

Securities whose fair value exceeds their acquisition cost:

Securities whose acquisition cost exceeds their fair value:
Government bonds

Securities whose fair value exceeds their acquisition cost:

Securities whose fair value exceeds their acquisition cost:

Securities whose acquisition cost exceeds their fair value:
Government BONAS ........cocvvviiiiiiiie e

JCm ANNUAL REPORT 2005

Millions of yen

2005
Acquisition Unrealized
cost Fair value gain (loss)
¥ 128 ¥ 593 ¥ 465
2 3 1
130 596 466
940 940 0)
940 940 )
¥ 1,070 ¥ 1,536 ¥ 466
Millions of yen
2004
Acquisition Unrealized
cost Fair value gain
¥ 128 ¥ 593 ¥ 465
2 3 1
¥ 130 ¥ 596 ¥ 466
Thousands of U.S. dollars
2005
Acquisition Unrealized
cost Fair value gain (loss)
$1,189 $ 5,519 $4,330
18 28 10
1,207 5,547 4,340
8,785 8,785 )
8,785 8,785 0)
$9,992 $ 14,332 $ 4,340




The carrying value of other securities whose fair value was not determinable at March 31, 2005 and 2004 is

as follows:

EQUILY SECUITIES ...eiiiiiiiiiiiee et

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
¥ 364 ¥ 370 $ 3,391

The redemption schedule at March 31, 2005 for government bonds classified as other securities is as follows:

Millions of yen

Over 1 year Over 5 years
Other securities which have maturity dates Within 1 year within 5 years within 10 years Over 10 years
Government bonds ¥ 940 ¥— ¥— ¥—
TOAl .o ¥ 940 ¥— ¥ — ¥ —
Thousands of U.S. dollars
Over 1 year Over 5 years
Other securities which have maturity dates Within 1 year within 5 years within 10 years Over 10 years
Government bonds ........ccooceieiiicieienen $ 8,758 $— $— $—
TOUAl et $ 8,758 $— $— $—

The proceeds from sales of, and gross realized gain on, other securities for the year ended March 31, 2005

were as follows:

Proceeds from SAlES ........c.ceeevieieiiiiiiii e

Gross realized gain ......c.ooceeiiiiiie

6 Short-term Bank Loans and Long-term Debt

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
¥ 47 ¥ — $ 440
37 — 347

The average interest rates on short-term bank loans for the years ended March 31, 2005 and 2004 were

0.936% and 1.625%, respectively.

Long-term debt including the current portion at March 31, 2004 consisted of the following:

2.40% yen bonds due in 2005 .......cccooeiiiiiiiieiee e

Current portion of long-term debt .........cccceiviiiiiiieie

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
¥ — ¥ 200 $ —
— 200 —
— (200) —
¥ — ¥ — $ —
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At March 31, 2004 and 2003, the following assets were pledged as collateral to secure long-term debt, including
the current portion:

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
[T o PSP OURPSPPR ¥ — ¥ 61 $ —
Buildings and StrUCTUIES .......ccuvvvveeiiiiiiiie e — 161 —
Machinery and equipment — 0 —
¥ — ¥ 222 $ —

7 Retirement Benefits

The following table sets forth the funded and accrued status of the pension plans, and the amounts recognized in
the consolidated balance sheets at March 31, 2005 and 2004 for the Company’s and the consolidated
subsidiaries’ defined benefit plans:

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
Retirement benefit obligation .............cccccoiiiiiiiiiinii ¥ (1,175) ¥ (1,079) $ (10,940)
Plan assets at fair VAU ........ooeuveiiiieiieeeeieee e 1,101 968 10,252
Accrued retirement benefits ... ¥ (74) ¥ (111) $ (688)

The components of retirement benefit expenses for the years ended March 31, 2005 and 2004 are outlined
as follows:

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
Service cost ¥ 84 ¥ 74 $ 787
Interest cost 19 17 175
Expected return on plan assets a7) (14) (158)
Amortization of actuarial gain ......... @) (48) (67)
Retirement benefit EXPENSES ........coovviiviiiiiiiiiii e ¥ 79 ¥ 29 $ 737

The assumptions used in accounting for the defined benefit plan for the years ended March 31, 2005 and 2004
were as follows:

2005 2004
DISCOUNT FALE ....vvviiieeiiiiiiie et e 2.0% 2.0%
Expected rate of return on pension plan assets ........................ 2.0% 2.0%

In addition to the above pension plans, the Company participates in a multi-employer pension plan. Pension
expense under this plan for the years ended March 31, 2005 and 2004 amounted to ¥142 million ($1,326
thousand) and ¥130 million, respectively.
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8 Income Taxes

The aggregate statutory tax rate on income before income taxes was approximately 40.6% for the year ended
March 31, 2005 and 42.0% for the year ended March 31, 2004.

A reconciliation of the statutory tax rates and the effective tax rates for the years ended March 31, 2005 and
2004 as a percentage of income before income taxes is as follows:

2005 2004
StAtULOry taxX rates .......ccccvvviiiiiiiiiiiiieee e 40.6% 42.0%
Unrealized Profit ........c..oeeieiiiiii e 0.1 (0.9)
Nontaxable entertainment eXpenses .........cccccoveceeeeeeeeiiinenn. 0.5 0.5
Nondeductible dividend iNCOME .........cccccveiiiiiiiiiiiiiee s (0.4) (0.2)
Inhabitants’ per capita taXxes .......cccccovvvriieeiiiieeiiieeieee e 0.2 0.2
Transfer pricing taxation ...........cccccveeiiiiiiiie e 2.4 —
OTET e 0.0 (0.2)
Effective taxX rates .......ccoocvviiiiieiii e 43.4% 41.9%

Deferred income taxes reflect the net effect of the temporary differences between the carrying amounts of the
assets and liabilities for financial reporting purposes and the amounts reported for income tax purposes. The
components of deferred tax assets and liabilities at March 31, 2005 and 2004 were as follows:

Thousands of

Millions of yen U.S. dollars
2005 2004 2005

Deferred tax assets:

Unrealized Profit .......c.eeevei i ¥ 658 ¥ 562 $ 6,130

Retirement allowances for directors and statutory auditors .. 107 106 996

Write-downs Of INVENTONES .....cvveviveiiiiiieiiee e 272 182 2,534

Provision for employees’ bONUSES ..........cccceveeiiiiiiiiieniiiiieen. 204 185 1,903

OthET e 664 776 6,172
Total deferred tax aSSELS ........oevvvieeeiieieeeeeeeeee e 1,905 1,811 17,735
Deferred tax liabilities:

Unrealized holding gain on securities 190 190 1,765

Undistributed profit of subsidiaries 87 81 809

OthET e 25 24 234

Total deferred tax liabilities ............oovvvviiiiiiiiiieee e 302 295 2,808
Net deferred tax aSSELS ........cvvvveviiieiiieeieeeeeeeeee e ¥ 1,603 ¥ 1,516 $ 14,927
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9 Shareholders’ Equity

The Commercial Code of Japan (the “Code”) provides that an amount equal to at least 10% of the amounts to be
disbursed as distributions of earnings be appropriated to the legal reserve until the sum of the legal reserve and
additional paid-in capital equals 25% of the common stock account. The Code also stipulates that, to the extent
that the sum of the additional paid-in capital account and the legal reserve exceeds 25% of the common stock
account, any such excess is available for appropriation by resolution of the shareholders.

Retained earnings include the legal reserve provided in accordance with the provisions of the Code. The legal
reserve of the Company included in retained earnings at March 31, 2005 and 2004 amounted to ¥274 million
($2,554 thousand) and ¥274 million, respectively.

On May 20, 2004, the Company made a 1.1 for 1 stock split by way of a free share distribution to shareholders
of record as of March 31, 2004. In addition, on March 18, 2005, the Company made a 1.5 for 1 stock split in the
form of a free share distribution to shareholders of record as of January 31,2005.

In accordance with the Commercial Code of Japan, a stock option plan for certain directors and employees of
the Company and its domestic subsidiaries was approved at the annual general meeting of the shareholders held
on June 26, 2003. Under the terms of the plan, 422,400 shares of common stock were granted at an exercise
price of ¥1,960 ($18) per share, subject to adjustment for certain events including stock splits. The options
become exercisable on July 1, 2005 and are scheduled to expire on June 30, 2008.

10 Leases

The following pro forma amounts represent the acquisition costs, accumulated depreciation and net book value
of the leased assets as at March 31, 2005 and 2004, which would have been reflected in the consolidated
balance sheets if finance lease accounting had been applied to the finance leases currently accounted for as
operating leases:

Millions of yen

2005
Acquisition Accumulated Net book
costs depreciation value
Machinery and equUIpmMEeNnt .........ccoooiiiiiieriiiiee e ¥ 233 ¥ 182 ¥51

Millions of yen

2004
Acquisition Accumulated Net book
costs depreciation value
Machinery and equUIpmMEeNt .........coooiiiiiieiiniiiiee e ¥ 312 ¥ 211 ¥ 101

Thousands of U.S. dollars

2005
Acquisition Accumulated Net book
costs depreciation value
Machinery and equIPMEeNt .........cccccoeiieviiiieiicie e $2,175 $1,697 $ 478

Lease payments relating to finance leases accounted for as operating leases for the years ended March 31,
2005 and 2004 amounted to ¥82 million ($761 thousand) and ¥74 million, respectively. Depreciation of the leased
assets computed by the straight-line method over the respective lease terms for the years ended March 31, 2005
and 2004 amounted to ¥82 million ($761 thousand) and ¥74 million, respectively.
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Future minimum lease payments subsequent to March 31, 2005 for finance leases accounted for as operating
leases are summarized as follows:

Year ending March 31 Millions of yen Thousands of U.S. dollars
2006 i ¥ 32 $ 298
2007 and thereafter ...........ccocveiiiiiiinici e 19 180

TOMAl e ¥51 $478

11 Research and Development Costs

Research and development costs included in general and administrative expenses and manufacturing costs for
the years ended March 31, 2005 and 2004 amounted to ¥1,655 million ($15,411 thousand) and ¥1,620 million,
respectively.

12 Contingent Liabilities

At March 31, 2005, a consolidated subsidiary was contingently liable as guarantor of accounts payable of third
parties in the amount of ¥477 million ($4,441 thousand).

13 Supplemental Information to Consolidated Statements of Cash Flows

A reconciliation between cash and cash equivalents in the consolidated statements of cash flows and cash and
cash equivalents in the consolidated balance sheets as of March 31, 2005 and 2004 is presented as follows:

Thousands of

Millions of yen U.S. dollars
2005 2004 2005
Cash and cash equivalents in the consolidated balance sheets ..... ¥ 11,675 ¥ 11,275 $ 108,720
OVEIAIaft ...ooiiiiieii e (54) — (502)
Cash and cash equivalents in
the consolidated statements of cash flows ............cccccoeeee ¥ 11,621 ¥ 11,275 $108,218

14 Amounts per Share

Net income per share is based on the weighted-average number of shares of common stock outstanding during
each respective year. Net assets per share are based on the number of shares of common stock outstanding at
the year end.

Yen U.S. dollars
2005 2004 2005
NEt INCOME - BASIC ...eviiviieeiiiiiceiie et ¥ 166.42 ¥ 22452 $1.55
Net income - Diluted 165.31 224.47 1.54
NET ASSELS ...eeieiiieeeiiie ettt e e e st e e sbeeeenraeeennee 844.43 1,158.62 7.86
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The financial data for the computation of basic per share and diluted net income per share based on the above
standard for the years ended March 31, 2005 and 2004 are summarized as follows:

NETINCOME ..o

Deductions from net income:

Bonuses to directors and corporate auditors ..................

Adjusted net income attributable to common stock ...........

Weighted-average number of shares ............ccccocovieeeinnnnn.
Effect of dilutive SecUrities .........cccoooiieiiiiiiiie e

Weighted-average number of shares for

computation of diluted net income per share ..................

Thousands of

Millions of yen U.S. dollars
2005 2004 2005

...... ¥ 4,984 ¥ 4,073 $ 46,410
...... 66 50 610
...... ¥ 4918 ¥ 4,023 $ 45,800
...... 29,554,736 17,917,639 —
...... 198,521 4,340 —
...... 29,753,257 17,921,979 —

The pro forma per share amounts of net assets at March 31, 2004 and the basic and diluted net income per
share for the year ended March 31, 2004 would have been ¥702.05 and ¥136.05 and ¥136.03, respectively,
assuming that the stock splits which were made on May 20, 2004 and March 16, 2005 had been made at the

beginning of the year ended March 31, 2004.

15 Segment Information

The Company and its subsidiaries are primarily engaged in the manufacture and sales of cash machines. The
operations of the Company and the consolidated subsidiaries are classified into two segments: cash machines
(bill validators, cash registers) and related equipment, and leisure and related businesses. As net sales and total
assets of the leisure and related businesses constituted less than 10% of the consolidated sales for the years
ended March 31, 2005 and 2004, the disclosure of business segment information has been omitted.

The geographical segment information of the Company and consolidated subsidiaries for the years ended

March 31, 2005 and 2004 is summarized as follows:

Millions of yen

2005
North Eliminations/
Japan America Asia Europe corporate Consolidated

Net sales:

Outside customers ........... ¥ 20,054 ¥ 12,022 ¥ 255 ¥ 5,616 ¥ — ¥ 37,947

Inter-segment ................... 11,730 70 9,518 27 (21,345) —

Total sales .......c..ccoevvvvennn. 31,784 12,092 9,773 5,643 (21,345) 37,947
Operating expenses ............. 26,651 10,367 9,181 4,255 (21,151) 29,303
Operating income ................ 5,133 1,725 592 1,388 (194) 8,644
Total assets ......ccccceevivvveneenn. ¥ 25,954 ¥ 4,710 ¥ 3,021 ¥ 3,270 ¥ (4,079) ¥ 32,876
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Millions of yen

2004
North Eliminations/
Japan America Asia Europe corporate Consolidated

Net sales:

Outside customers ........... ¥ 15,110 ¥ 12,454 ¥ 25 ¥ 5,048 ¥ — ¥ 32,637

Inter-segment 12,252 14 4,926 1 (17,193) —

Total sales ......ccccoeveveeeeennne 27,362 12,468 4,951 5,049 (17,193) 32,637
Operating expenses ............. 23,688 10,527 4,505 4,004 (17,368) 25,356
Operating income 3,674 1,941 446 1,045 175 7,281
Total assets ......cccccevvciveeneenne ¥ 23,980 ¥ 6,173 ¥ 2,523 ¥ 2,677 ¥ (6,003) ¥ 29,350

Thousands of U.S. dollars

2005
North Eliminations/

Japan America Asia Europe corporate Consolidated

Net sales:
Outside customers ........... $186,741 $111,944 $ 2,379 $ 52,295 $ — $ 353,359
Inter-segment ................... 109,229 652 88,628 249 (198,758) —
Total sales ...........ceceeennns 295,970 112,596 91,007 52,544 (198,758) 353,359
Operating expenses ............. 248,169 96,530 85,494 39,617 (196,948) 272,862
Operating income 47,801 16,066 5,513 12,927 (1,810) 80,497
Total assets .....cccccvvveeeeeeeennn. $ 241,678 $ 43,858 $ 28,135 $ 30,449 $ (37,987) $ 306,133

Unallocated assets included in eliminations/corporate for the year ended March 31, 2005 totaled ¥2,019 million
($18,801 thousand). These consisted primarily of surplus funds and long-term investments.

Overseas net sales

Overseas net sales, which include export sales of the Company and its domestic consolidated subsidiaries and
sales (other than exports to Japan) of the overseas consolidated subsidiaries, for the years ended March 31, 2005
and 2004 are summarized as follows:

Millions of yen

2005
North
America Europe Other Total
OVErseas SalesS, NEL ......ceeeiiiiiieeieeceee e ¥ 11,387 ¥ 5,779 ¥ 1,055 ¥ 18,221
Overseas net sales as a percentage of
consolidated Net Sales .......cccccvvvviriiieiiiieiieeeeeeeeeee e 30.0% 15.2% 2.8% 48.0%
Millions of yen
2004
North
America Europe Other Total
OVErseas Sales, NET .......iiiieiieieiiee e ¥ 12,077 ¥ 5,092 ¥772 ¥ 17,941
Overseas net sales as a percentage of
consolidated net sales ........ccccccvviviiieiiiiie e, 37.0% 15.6% 2.4% 55.0%
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Thousands of U.S. dollars

2005
North
America Europe Other Total
OVErseas SalES, NET .......uvvvuviiiiiiiiiiiieeeeee e $ 106,032 $ 53,818 $9,822 $ 169,672
Overseas net sales as a percentage of
consolidated net sales ..........ccocccciiiiiiiiiiiiii e, 30.0% 15.2% 2.8% 48.0%

16 Subsequent Events

Appropriations of Retained Earnings

The following appropriations of retained earnings of the Company, which have not been reflected in the
accompanying consolidated financial statements for the year ended March 31, 2005, were approved at a
shareholders’ meeting held on June 28, 2005:

Millions of yen Thousands of U.S. dollars
Cash dividends (¥32.0 = U.S.$0.298 per share) .........cccceevruneen. ¥ 946 $ 8,806
Bonuses to directors and corporate auditors ............ccccceeeenneee. ¥ 50 $ 469
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Report of Independent Auditors

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries

The Board of Directors
Japan Cash Machine Co., Ltd.

We have audited the accompanying consolidated balance sheets of Japan Cash Machine Co., Ltd. and
consolidated subsidiaries as of March 31, 2004 and 2005, and the related consolidated statements of income,
shareholders’ equity, and cash flows for the years then ended, all expressed in yen. These financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these

financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.

We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Japan Cash Machine Co., Ltd. and consolidated subsidiaries at March 31, 2004 and 2005, and
the consolidated results of their operations and their cash flows for the years then ended in conformity with

accounting principles generally accepted in Japan.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
March 31, 2005 are presented solely for convenience. Our audit also included the translation of yen amounts into

U.S. dollar amounts and, in our opinion, such translation has been made on the basis described in Note 3.

gl"ﬂdz ve \f'/m.u%}ﬁ 51’{'1"* ’2""%““*

Osaka, Japan
June 28, 2005
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Corporate Data

As of June 28, 2005

Board of Directors

President
Koichiro Kamihigashi*

Senior Managing Director
Norikiyo Suzuki

Directors

Kaoru Doi

Yojiro Kamihigashi
Toshizumi Kitamori
Hisashi Maki

Standing Statutory Auditors
Masaru Mori

Taizo Nakamura

Statutory Auditors

Hideyuki Koizumi
Hiroshi Morimoto

*Representative Director
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Company Outline

Name
Japan Cash Machine Co., Ltd.

Date of Establishment
January 11, 1955

Head Office/Factory
2-3-15, Nishiwaki, Hirano-ku
Osaka 547-0035, Japan

Tel: +81-6-6703-8400

Fax: +81-6-6707-0348

Primary Business Activities

Manufacture, sales and marketing of money-handling
machines (bill checkers, coin and bill counting and processing
machines, OEM terminals for sports and track facilities, and
other equipment for the financial industry), electronic cash
registers (stand-alone units and systems), equipment for the
amusement industry, and fire-resistant safes

Capital
¥2,181 million

Number of Shareholders
8,442"

Principal Banks

Resona Bank, Ltd.

Sumitomo Mitsui Banking Corporation
Mizuho Bank, Ltd.

The Sumitomo Trust and Banking Co., Ltd.

Fiscal Year-End
March 31

TAs of March 31, 2005
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