


Company Profile

Taking “Results arise from following the customer’s
lead” as its corporate motto since its establishment in
1955, the JCM Group has implemented a customer-first

Quickly focusing attention on CSR activities, JCM
has received ISO 14001 certification. JCM commits to
activities so as to develop into a company that is friendly

Financial Highlights

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
March 31, 2008 and 2007

I
policy, working to quickly and precisely ascertain the to both people and the global environment by olbserving e 8
customer’s needs and market trends at any time while regulations for environmental protection, striving to Millions of yen U.S. dollars S
maintaining close contact and interaction with the prevent pollution, and establishing systems for 008 2007 2008 | g
market as it engages in the manufacture and sales of continuous improvement. Moreover, on the distribution For the year: %
money-handling machines and other machines that and storage front, JCM makes every effort to conserve Net sales: =
contribute to the security of the money economy. energy and resources in its operations, which include Domestc ¥ 8,675 ¥ 12,689 $ 86,602 %
currency validation identification, handling, and Overseas 19,869 19,096 198,353 %
Today, using its advanced technological capability counting, and through which it strives to realize high Total 28,544 31,785 284,955
and expertise as a general manufacturer of cash levels of accuracy that ensure confidence in interactions Operating income 2,849 3,432 28,442
machines, JCM delivers, along with its Group companies, involving people and money. ,NQP',“QQTG ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, N 157 1,759 1,575
high-performance products to a wide range of sectors Depreciation of property, plant and equipment (675) (607) (6,736)
including retail, leisure, food service, and other service JCM continuously seeks to conduct its business Research and development costs 1,425 1,659 14,221
industry sectors and manufactures excellent units that operations in an appropriate and effective manner, so
handle the banknotes of over 80 countries around the as to increase corporate value and improve shareholder
Id, includi he U.S. doll d th O hil intaini d relati ith a broad At year O
world, including the L (?ar an t. e euro. Our returns while malntalnllng ggo relations wit .a roa Current assets ¥ 24,206 ¥ 26 397 $ 241,656
products have also gained a high reputation among the range of stakeholders, including shareholders, investors, 35 205 318.996
world’s casinos and financial institutions. business partners, local communities and employees. 6,216 37,273
....28510 278,379
Yen U.S. dollars
Persharedata:
Netincome-basic ¥ 5.33 ¥50.46 $0.05
Netassets 942.64 963.74 9.41
Cash dividends 22.00 20.00 0.22
Number of employees 635 653 —
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The present report contains forward-looking statements regarding JCM Group plans, forecasts, strategies, business results and other items. These forwardlooking
statements are based on judgments made using the information available at the time. Actual business results will be affected by various risk factors and uncertainties,
and readers are advised that they may therefore differ substantially from the projections presented herein. Factors affecting future projections include, but are not limited
to, the economic conditions under which the JCM Group operates, competitive pressures, relevant laws and regulations, the status of product development programs,

and fluctuations in exchange rates.

Note: The U.S. dollar amounts in this report have been translated from the corresponding yen amounts, for convenience only,
at ¥100.17= U.S.$1.00, the rate of exchange prevailing on March 31, 2008.
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I ne Globalization o1 JUIV

Strategic moves towards a V-shaped recovery
(Mid-Term Management Plan)

JCM will pursue the Company’s core
competencies against the background
concept that “results arise from following
the customer’s lead.”

A Global Network

Money ldentification and
Conveyance Technology

SLong-Term Vision Performance Target

markets and value in currency circulation
Fiscal year 2010 performance targets

[Consolidated sales]
1 OOA) or more sustainable growth/ ¥33 billion

[Consolidated operating margin]

1 30/0 or more/¥4.5 billion

e 5 Basic Policies of the Mid-Term Managemen

Infrastructure development, strategic moves and a great leap

forward for the realization of new growth

1. True globalization and the establishment of a
highly profitable structure

2. Maximized use of managerial resources
through selection and concentration

3. Strengthening of technology development capabilities
. Strengthening of corporate governance and compliance
5. Creation of new corporate values

H

A true global company that continues to create
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Selection Concentration

What is the new JCM management philosophy and what are the strategic moves towards a V-shaped recovery?

We are going to change JCM in order to bring about the true globalization of management.
We will change the company further. Now is the time to pursue more profitable sales.
So positively states Yojiro Kamihigashi, president of JCM. We also talked with him about JCM’s new management philosophy.

Q Please give us a general overview of
* management activities in the term (ended
March 2008).

As you know, the final accounts for the term (ended
March 2008) saw significantly reduced revenue and profits
due to factors including the rise of competing companies,
rapid and unanticipated changes in the market environment,
and the posting of extraordinary losses. | deeply apologize to
all of our shareholders for this.

In particular, | believe fluctuations in each sales risk
management and response to changes in the market
environment were the main causes for our extraordinary losses.
We have formulated new policies emphasizing profitability and
have again pronounced within the company that we will strictly
observe business development in compliance with internal
controls and corporate governance, etc, so that we will not
cause losses like this again in the future.

What do you think about the forecast for
*® the current term?

For the fiscal year in progress (term ending March 2009),
our target, of course, is to achieve the management plan in
terms of both sales and profits, while our ultimate goal is to
fulfill our responsibility in paying dividends to shareholders. It is
engraved in my mind, that the achievement of these goals is
essential to our company.

In regard to markets and technologies, we will first
specialize in the global gaming market that JCM excels in.
JCM will put new products into the market one after another,
setting our sights on the replacement demand for download
machines, which is highly anticipated in the North American
gaming market. These new products will include “Next-Generation
Bill \alidation Units” and “Trident” for table games.

In the Commercial Segment, we are working on market
development in areas such as retail distribution, finance,

transportation, and kiosks, and have also started on the
development of the ultimate cash machine able to handle the
currencies of more than 100 countries.

In the domestic amusement market, while the market
environment increases its severity, all employees will be
thoroughly cost conscious under solid targets and push ahead
steadily with activities focused on profitability. We will make
efforts on various fronts to bring sound management to
Pachinko Halls. Furthermore, JCM will also focus on
information collecting activities in order to limit risks to a
minimum and further tighten credit administration.

Q For three straight terms the results were

* reduced revenue and a decrease in profit,
what measures has the company put in
place for a V-shaped recovery?

We have caused great anxiety to all of our shareholders.
At present, we are steadily implementing the mid-term
management plan formulated in November 2007 as our first
strategic move towards a V-shaped recovery.

With efforts to realize the true globalization of
management, based on the theme of the strengthening of
management systems through selection and concentration,
we are aiming at sales of ¥33 billion and operating profit of
¥4.5 bilion for the term 3 years from now ending in March
2011.

What are the main points of the mid-term
* management plan?

We are focusing more on profitable sales, including cash
reserves, and making the investment in valuable management
resources a priority. We will specialize in the markets and
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Mid-Term Plan (Profit Plan)

Sales | Corrected from US$1: ¥115—¥100 | Profit
(100 million yen) (100 million yen)
350 [ 330 g0

300 50

40

30

20

March 2008 March 2009 March 2010 March 2011
results  (mid-term plan) forecast mid-term plan  mid-term plan

—@— Sales [ Operating income [ Net income

technologies that are JCM’s strengths and take all measures
to move up to a higher level within 3 years from now. Matters
such as fulfilling our responsibilities as a listed company and
further strengthening the corporate governance system are
also raised in the plan.

JCM’s mid-term management plan is one that anticipates
a V-shaped recovery, but we are aiming to achieve the plan
over a span of 3 years and results will not be immediately
forthcoming during the fiscal year in progress. We need to talk
about how we will tackle things and how we will try to raise
results in the next fiscal year and the fiscal year after that.

Q Please tell us about the company’s market
* strategy over this 3-year span?

Our efforts beginning from 4 or 5 years ago on
technological research, basic development and product
planning aimed at the world’s bill validator markets have
reached the point where they will finally start to blossom.
There will be no new product releases during the fiscal year
currently in progress, however, in JCM’s core business
gaming market there are 2 commercial opportunities that
exist.

One of these is the anticipated arrival of a 3" wave of
technology from 2009 onwards due to the entrance of
download game machines. As new replacement demand
can be expected for gaming machines, we are planning on
the early launch of new products sufficiently competitive as
next-generation bill validators aimed at the gaming market
and aimed at market catch-up.

JCM’s other target is table gaming. At JCM, we have
made a commercially viable money management system
that manages the input and output of money for table
games in real-time. In contrast to slot machines, for which
collective management of cash is already carried out, cash
is still not managed in this way with table games. There is a
commercial opportunity here. Ours are products that can

Mid-Term Plan (Sales by Business Segment)

Seles | Corrected from US$1: ¥115—~¥100 |
(100 million yen)

330
300 - 285 (280)
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200 - i(55) 1
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March 2008 March 2009 March 2010 March 2011
results  (mid-term plan) forecast mid-term plan - mid-term plan

B Gaming [ Commercial

Amusement

contribute to the reduction and streamlining of casino
management labor. In other words, JCM has prepared 2
products that can respond irrespective of circumstances in
the casino industry. We will repeat market testing
thoroughly and put these machines into action under
rock-solid systems.

The market economies of the regions and countries of
the world do not always stay in certain places irrespective
of whether they are enjoying a boom or undergoing a
business slump. Having understood this, it is important to
establish systems that invest people, equipment and money
(capital) at the right time and in the right place. Based on
this concept, we are already arranging new product plans
matched to the needs of all of the regions and countries of
the world, including the Japanese market, and building a
structure to send products currently under development
into the market in speedy fashion.

Q, What type of structure has been built?

Our greatest strength is that we have established a
completely new “global horizontally integrated” management
organization. With this system, we have brought supreme
horizontal contact to reality from the vertical organization that
we have had until now. In other words, we have a system that
allows all information to be shared in speedy fashion by having
the responsible people in each section in Japan, the USA,
Europe and Asia exchange communication in real time. The
fact is that, while our customers around the world are making
efforts towards globalization, we also need to establish world
quality globalized information transmission systems from a
global perspective.

There is just one selling price for JCM products across the
globe. When a customer buys a product, there is only one
global maintenance service. Global integration is the ultimate
business system and the ultimate infrastructure that many
customers who have ventured overseas crave.

Q JCM’s global logo has been announced,
* too.

We established the integrated JCM logo as a symbol of
global integration. Another thing is that we have SCM (supply
chain management) as a measure in support of global
horizontal integration.

SCM is a system for the sharing of all global production,
inventory and distribution control information on a global scale
and in speedy, real-time fashion. Lateral management is
already possible at all of our bases and the completion of the
global integration system now, with this timing, is a big
advantage for us. It is no exaggeration to say that even now,
SCM is the central system fundamental to JCM’s global
strategy.

What efforts are being made towards
* globalization within the company?

Since last year, we have been holding global meetings on
a divisional level. Global managers have been determined and
opinions have been exchanged from the perspective “What
can we do for the JCM group?” without regard to region or
nationality.

In particular, results have become markedly apparent in
the Quality Division, where the global horizontal organization is
advancing even more than it has done to this point. While
activities have been ongoing for only a short period, the quality
management division has seen a dramatic improvement in
terms of both information transmission capabilities and speed
both in Japan and overseas.

Q, So, what is a true global company?

| understand a true global company as one where the
organization functions without distinguishing between the
domestic and overseas economies. Such companies make
personnel arrangements that take advantage of the qualities of
foreign workers, like Japanese people being strong at
production technology, and put the right person in the right

place without questioning nationality. In the future, it may
become unnecessary for the head office of the company to be
in Japan.

From now on, | think, JCM will be in an age when we
should gather together the wisdom of various peoples as a
true global company in order to allow new business to
blossom, without restricting ourselves to our existing business
areas. If we do this, JCM will surely become stronger.

Q Is being able to acquire a large number of
* gaming licenses an advantage ?

We need gaming licenses in order to sell our products in
this market, and not just anybody can acquire these licenses.
We must undergo a strict investigation and there are only a
few companies that have acquired licenses in Japan. We have
already obtained more than 130 gaming licenses in North
America and are in the position of being able to adopt a sales
system in the gaming market at any time. With the technology
we have now, we have the strength to be able to make
products for new markets and new applications and send
them out in no time at all.

Q Is the acquisition of gaming licenses also
* connected to corporate governance and
compliance?

The investigation for gaming licenses is strict and the
license cannot be issued unless we prove our company has
sound management. Violating compliance or corporate
governance would mean our withdrawal from the gaming
market, the core element of the company’s sales. JCM’s
involvement in the money circulation business itself can be
said to be evidence of sound management, but without
being content with this situation, we are launching an
Internal Control Committee and pouring our energies into
educational activities centered on the Administration
Division. With full-scale systems more than sufficient for
our corporate scale, we are making efforts towards
improving our J-SOX handling, corporate governance and
compliance.
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Q Please tell us about the dissolution of a
® subsidiary and market withdrawals?

The priority investment of JCM’s management resources
in promising areas is the basic policy of the mid-term
management plan. We have had no choice but to force
through as the extreme opposite of this growth strategy for
selection and concentration with the dissolution of subsidiary
company. Nonetheless, these were operations that we started
from the initial stages of the company, and we contemplated a
long time, but it felt like we were holding off on our
decision-making. However, we eventualy made a
heartbreaking decision. It's also my job to take responsibility
for the reconstruction of underperforming businesses.

*JCM has decided on the withdrawal this term from
underperforming businesses such as the reduction in size of
the cash register and security safe business, and the
dissolution of Gold System, Co., Ltd., which handles
ozone-related machines.

Q Lastly, please give a word to JCM’s
® shareholders.

No corporate efforts are ever spared in order to have all

chon

shareholders retain their shares for long periods of time.

The current period is one in which we have had no choice
but to post significantly reduced revenue and profits, but |
would emphasize the point that we will carry out dividends on
an ongoing basis and along with paying a profit dividend of
¥11 per share at the end of the current term (¥22 per share for
the term overall) as per the original forecast, we have also
decided to acquire common stock for treasury.

The improvement of asset value based on increases in the
share price of the company is also an important element. The
company will continue to implement positive measures
effective in the formation of share value such as the acquisition
of common stock for treasury.

In regard to retained earnings, we will of course actively
promote the strengthening of existing business operations,
R&D for the cultivation of new business, and facility
investment, as well as capital alliances and M&A with other
companies, and use such funds effectively for the drastic
reconstruction of businesses where we need to increase
corporate value for shareholders.

Our responsibility as a listed company is to work towards
a great future with our shareholders. We intend to aim for
further growth and make efforts towards sound corporate
activities.

Your continued support is greatly appreciated.

Brief Personal History of the President

[ Name ]

Yojiro Kamihigashi

[ Year of Birth ]

1959

[ Birth Place ]

Osaka, Japan

[ Work Record ]

October 1984  Joined Japan Cash Machine Co., Ltd.

June 1993 Director at Japan Cash Machine Co., Ltd.
April 1997 Deputy General Manager of Sales Division
at Japan Cash Machine Co., Ltd.
April 2002 General Manager of Overseas Sales Division
at Japan Cash Machine Co., Ltd.
April 2006 General Manager of International Marketing &
Operations Division at Japan Cash Machine Co., Ltd.
June 2006 Operating Officer at Japan Cash Machine Co., Ltd.

Yojiro Kamihigashi
President
June 26, 2008
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The largest gaming show in Asia
JCM exhibited at Global Gaming Expo Asia
(G2E Asia) 2008!

JCM exhibited its products at the Global Gaming Expo Asia (G2E Asia)
2008, the largest gaming show in Asia, held in Macao from June 4 to 5,
2008. The show was held for the third time this year with more than 175
exhibitors at more than three times the size of last year’s exhibition floor.

Revenues in the Macao gaming industry surpassed Las Vegas in the
USA in 2006 and will continue on an expansionary trend in the future
too. In recent years in particular, sales of table games have taken 96% of
the market. For JCM to keep pace with this development, we made
broad appeals to the high performance and functionality of our products
with an exhibition production pushing Trident on all fronts, and seized
some good responses.

The Trident has made its debut as JCM’s flagship product, with the company putting into action
the basic policy of its medium-term management plan, “selection and concentration.”

The receipt and management of cash at table game corners in the
North  American gaming market has been neither mechanized nor
automated, with the bills received from players identified and received
in a manual operation by the dealer. The machine leading the way
globally in enabling automatic cash management at these table game
corners is Trident. There are about 20,000 table games in North
America, and the company is targeting table games such as blackjack
among them. Trident is very highly regarded by large companies in the
industry and the introduction of about 50 units has already been
completed. JCM will strive for further market penetration over the

coming 4 years.

Reacquisition of JCM treasury stock

JCM resolved to reacquire the treasury stock
at the meeting of the Board of Directors held
on May 9, 2008.
Reason for reacquisition:
In order to facilitate flexible fund management to
respond to changes in business environment
Type and number of shares to be reacquired:
Up to 1 million common shares of JCM
Total cost of shares to be reacquired:
Up to ¥1 billion
Reacquisition Period:
From May 12, 2008 to November 28, 2008
Method of reacquisition:
Reacquire through the securities market

Approval for JCM products in counterfeit bill
acceptance testing according to European
Central Bank standard!

JCM products achieved a return rate of 100%
for counterfeit bills and an acceptance rate of
more than 99% for genuine bills.

In the bill recognition test conducted on a massive scale
in April according to European Central Bank standard, JCM
products achieved a return rate of 100% for counterfeit bills.
The company’s products also achieved an acceptance rate
of more than 99% for genuine euro bills. JCM’s outstanding
bill identification and validation technology has thus been
demonstrated in Europe.

Test products
® UBA series @ WBA series @ PUB-7 (Taiko), etc.
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Improving corporate governance and compliance are
important foundation stones for the company to achieve
healthy development. Since the foundation of the company,
we have built a corporate culture trusted by society by making
these foundations rock-solid.

Without the improvement of corporate governance, we
cannot obtain and maintain the trust of stakeholders.
Important management decisions have been taken at the
company through meetings of the Board of Directors, and we
have enabled speedy decision-making and appropriate
management judgement by keeping the composition of the
board to the minimum size required. In addition, JCM has an
Executive Committee made up mainly of the president and
executive directors as part of a governance system unique to
the company. By reviewing important projects in advance of
meetings of the Board of Directors, JCM has established a
system that allows more appropriate business judgement.

The auditor conducts audits of the execution of the work
of directors and the legality of business operations, etc, as
work entrusted by the shareholders, and this post is
positioned as one that contributes to the healthy development
of the company. The outside corporate auditors conduct
audits of the execution of the work of directors of course, and
use their specialist knowledge to take on the role of objective

checking of the company’s management from a variety of
angles. In addition, JCM introduced an operating officer
system since 2006 and by dividing responsibility for
“management/oversight” and “operation,” we have brought
about the clarification of executive responsibility.

On the other hand, there already exists proof of sound
management at the company based on its sophisticated
compliance system. That is that the company has acquired a
great many strictly reviewed gaming licenses in the North
American casino market. This is evaluated frequently in the
industry, but we are not becoming complacent in this regard.
We are planning the improvement of compliance on an
everyday work level including the establishment and diffusion
of a “JCM Code of Conduct for the Observance of Laws” and
educational activities for each place of business.

In addition, because we face the proper introduction of the
internal controls related to the Financial Instruments and
Exchange Law (J-SOX) during the fiscal year in progress, we
are making all possible efforts for the definite construction of
systems to maintain the reliability of financial reports, such as
undertaking the proactive provision of support and
assessments for the establishment of internal controls in each
division of the company and at subsidiary companies in Japan
and overseas.

Appointment/Dismissal
= Report

Shareholders’ Meeting

Appointment/Dismissal

Appointment/Dismissal

Board of Directors
7 board members

— Examine performance of their duties

v Accounting
Auditors

Appointment/  of the duty
Dismissal

President
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Direction Report

Presentation of
policy guidance

Report

Management/
y Operation

Direction

Examine performance

Oversight

Board of
Corporate Auditors
4 corporate auditors

ReporUCoordinationT

Agreement of appointment
and reappointment

Board of Operating Officer

Global Meeting

Examine
performance
of their duties

Corporate Auditors’ Office
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Appointment/
Dismissal : . r——"
Direction/ Executive Committee Direction
Oversight . ) .

(Deliberation of important matters) v

Internal Auditor’s Office

Direction

Internal audit

North American Gaming Regulation

Acquisition of Gaming Licenses

“over120

gaming licenses in North America

Jurisdictions where
gaming is not authorized

Jurisdictions where
JCM group has a gaming license

Gaming Jurisdictions where JCM group
does not do business directly or does
business but does not require a license

North American Gaming Regulation

In casinos and the gaming industry strict legal regulations are imposed on casino management and the manufacture
and sales of gaming machines to ensure that persons unconnected with criminal organizations operate honestly using bona
fide gaming machines and components. These legal regulations not only require that authorization be obtained from the
appropriate authority to sell bill validation units fitted to gaming machines, but in most US states and jurisdictions bill
validation units are also regarded as a type of gaming machine, and their testing, approval, and sale requires the same
authorization as that for gaming machines themselves. For this reason, the JCM group has not only swiftly obtained
authorization for sales of bill validation units when this is required, but also responded in a timely fashion when the
regulations governing slot machines and other gaming machines have changed even if bill validation units are not
themselves subject to regulation. The company has never been denied a license, nor has one ever been suspended or
revoked.

When obtaining gaming licenses, not only the JCM group itself but also its individual directors undergo rigorous
screening procedures. At present the JCM group holds over 120 gaming licenses in North America. In the future the
company will not only renew its existing licenses but also obtain the new ones required for manufacturing and sales of its
products where market potential and revenue justify the costs of such new or renewal process.

*JCM group holds over 130 gaming licenses in North America at the time of preparation of Annual Report 2008.
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Product Lineups

for the gaming market
or the commercial marke

bill validators

JCM sells the UBA series mainly as the company’s
core products in the gaming market. The series
includes models able to handle the bills of more than
80 countries around the world, starting with the US
dollar and the euro. The UBA series takes advantage
of original JCM technology well-versed in user needs
such as an automatic centering function that

UBA-SS
improves bill acceptance rates dramatically, an
B SRV TOOL anti-pullback function that is effective against fraud
and abuse, USB-based software downloads, and an
- optional ICB (Intelligent Cash Box) function.
for the gaming market

Or the commercial marke

bill validator

The DBV-301/RC-10 is mainly incorporated as a bill
acceptance unit in automatic vending machines.

In combination with the specialist RC-10 recycling
unit, it is possible to store temporarily a maximum of
10 notes and pay them out as required. For
example, if US$1 bills are recycled, a customer who
has only a $5 bill can purchase a $1 product and
receive $4 in bills as change.

or the commercial marke

The AD series has features to accept and validate
bills. Moreover, it temporarily stores banknotes and
dispenses them.

These devices are installed in equipment such as
ATMs, automatic vending machines and fare
adjustment machines that require the payment of
change in banknotes.

automatic payment machine o E— L

or the commercial market

r

The TM series of products is installed at retailers
such as restaurants, supermarkets and home

Product Lineups

for the gaming market

bill validator

JCM sells the PUB-7 mainly in the European
gaming market (AWP). The PUB-7 is low cost
because it does not have a stacker unit.
Full-colour LED is used for bazel. The PUB-7 can
handle the currencies of various countries by
replacement of the bezel and a change of
software. The PUB-7 achieves pullback prevention
and a high bill validation rate by using a drum-type
validating mechanism.

for the gaming market

cash management system

Trident is a cash management system for table
games in the gaming market. The system is
designed to drop and secure bulk notes in a
cash box with the feature of recognizing
denominations and rejecting counterfeit bills. In
addition, it can manage cash receipt information
through its online function, which contributes to
the efficiency, laborsaving, and accuracy of sales
information in casino halls.

° ° centers and at any business places that handle - 4
]CM money-hand I | ng maCh Iines cash. The TM series is the centerpiece of money E———
T . management systems overseeing multiple TM-355
Products in all kinds of markets are supported, branches which enables cash receipt_and =
i, s automatic settlement, storage in cash boxes and
from component parts to finished machines. e cash colction work based on tie-ups wit ™70
cash transport companies.
The stage for the money-handling machines that JCM releases is wherever in the world money circulates.
The company’s ability to continue making a challenge in the gaming,
commercial and amusement markets is based on a great deal of know-how including bill validation, S e et et 2
identification and transport technology, and the possession of unique composite technologies. JBC - E
We contribute to the stability and maintenance of society through our money-related business bill validator -
by preserving the legal order of currencies and, at the same time, _ ,
vl B0 fut f t d - . i & aith The UBC-10 is a counter feit detector for
y developing a new u ure for our customers, users and society, we am at becoming the . financial institutions able to handle multiple
“true global company that continues to create the markets and corporate value in monetary transactions.” types of currency. The UBC-10 can accept o
up to 30 bills and can be set on auto-feeder _ -’
and in addition to standard US$, users can - -
‘H-_ i

also add euro and Chinese yuan validating
functions optionally.

or the commercial market

small-sized coin change machine

The CT-20 is a small-sized coin recycling
machine that calculates and pays change
automatically. The CT-20 is characterized by its
compact size and high speed and has been
adopted by businesses such as fast food shops,
etc.

for the amusement market ;=
= ——

JU\U

automatic token supply and collection system

— The SR-7000 is a token supply and collection

~ system for pachinko and slot machines. The system
is even equipped with an automatic token cleaning
| . function in its collection and supply process, also
o making it useful for laborsaving at pachinko parlors.
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Il Performance by Geographical Segment

Business development in America, Europe and Asia
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2008 Net Sales Composition

1.4%

Change in Net Sales Composition

(Millions of yen)
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Years ended March 31
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Although exports for Europe are performing well, revenue in Japan fell due to the
stagnation of the amusement industry, which was caused by a plunge of facility
investment in pachinko parlors. In terms of profits, there were some cost reduction
effects in association with the shortening of lead time, but in addition to the reduction
in sales, pension asset management results worsened markedly in association with
the downturn in global financial markets, and as a result of the posting of large
actuarial losses (unfavorable variance) in accounting for retirement benefits and a
revision of the asset values of products, etc, for which sales have been weak for a
fixed period of time, the company posted an operating loss in this segment.

North America

Because there were moves in the gaming market to assess new technological
trends for gaming machines, the trend towards buying restrained of these machines
continued so both revenue and profits decreased in this segment.

In the European gaming market, replacement demand expanded in association
with revision of regulations for simplified gaming machines, and demand for automatic
vending machines and fare adjustment machines, etc, expanded in association with
economic development in the Eastern European region. Because sales of bill validator
units performed steadily due to these and other factors, both revenue and profits
increased.

g Asla

Mainly money-handling machines and amusement machines are manufactured in
Asia where the company group’s overseas production bases are located. Because
sales have been weak both domestically and overseas for this year, both revenue and
profits have fallen.

Performance by Business Segment

Money-Handling Machines

@ International Gaming Market

In North America, sales of download-type game equipment, the next-generation
download game machines, are forecast to start soon so there has been a
pronounced tendency towards the replacement of existing gaming machines and
sales of the company’s bill validator units have also decreased. In Europe, in addition
to the promotion of replacement demand associated with regulatory revision in
Germany, due to the expansion of gaming markets in the countries of Eastern
Europe, sales have increased. Also, sales of equipment for the commercial market
have performed steadily against a backdrop of strong economic development in the
countries of Eastern Europe.

2008 Net Sales Composition

3.3%

@ International Commercial Market

Gaming machine technology is currently going through a period of transition,
and the diffusion of download-type game machines is anticipated from 2009
onwards. We have started on the development of the next generation of new
products within the company group aligned with that period of demand expansion.
In addition, we have introduced a table game money management system to the
market as a new area of business and are working on the expansion of sales from e
the next fiscal year onwards. 35000

Change in Net Sales Composition

@ Japanese Market 30,000
Sales of component equipment for small-scale ATMs, self-serve gasoline
stations and amusement industry trended weakly. 25,000

ectronic Cash Registers 20,000

Competition has increased in terms of both function and price both domestically 15,000
and overseas and business has performed weakly. As a result of the consideration
of business profitability in recent years in this division, the company group has 10,000
decided on a significant retrenchment of operations.

Equipment for the Amusement Industry

Due to the reduction of amusement industry customers and gaming halls, the
scaling down of the market has continued and the pachinko slot machine area
which the company particularly specializes in, that trend has been pronounced. As a
result, the willingness to invest in gaming hall facilities has declined significantly, and
sales of the company’s products have also fallen greatly.

In such a difficult environment, we have further increased the reliability of our
products and services and made efforts on problem solving at each of our
customer’s locations in order to steadily acquire demand from large gaming hall
chains aiming at positive development. In addition, we are making efforts to
strengthen our sales activities, such as focusing on the improvement of product
quality and functions.

5,000

o

Money-handling machines
Electronic cash registers

Equipment for
the amusement industry

Other products

Years ended March 31

Other Products

The company has considered factors such as the profitability of fire-resistant
safes and environment and hygiene-related equipment and pushed ahead with the
reorganization of business structure or withdrawal. In regard to the amusement
business, the company operates 1 video-game arcade and that continues without
change.

Annual Report 2008

13

1uswibeg ssauisng AQ eouewoped




14

Consolidated Five-Year Summary

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries

Millions of yen

Thousands of
U.S. dollars

008 2007 2006 2005 PG 2008 |

For the year:

Net sales ¥28,544  ¥31,785 ¥32,595 ¥37,947 ¥32,637 $284,955
Money-handling machines 21,768 22,112 18,341 23,993 22,318 217,306
Electronic cash registers 338 510 526 718 872 3,378
Equipment for the amusement industry 5,501 8,075 12,540 12,160 8,274 54,913
Other 937 1,088 1,188 1,076 1,173 9,358
Gross profit 13,367 14,602 15,184 18,412 16,170 133,443
Operating income 2,849 3,432 4,824 8,644 7,281 28,442
Net income 157 1,759 2,969 4,984 4,073 1,575
Cash flows from operating activities 3,912 1,780 2,370 3,169 4,850 39,050
Cash flows from investing activities (995) (1,760) (2,617) (1,976) (728) (9,932)
Cash flows from financing activities (696) (947) (1,417) (899) (784) (6,948)
Cash and cash equivalents at end of year 11,469 9,526 10,242 11,621 11,275 114,497
At the year end:

Total assets ¥31,953 ¥35,295 ¥34,947 ¥32,876 ¥29,350 $318,996
Net Assets 27,885 28,510 27,487 25,020 20,809 278,379
Return on equity (%) 0.6 6.3 11.3 21.8 21.2 —
Number of employees 635 653 606 582 549 —

Net Sales
(Millions of yen)
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(Milions of yen) 4084

37,947 oLy
35,000
32,637 32,595 51 785 AGST 4,073
30,000 28,544
25,000 3,000
20,000
15,000 2oy
10,000
1,000
5,000
0 0
05 ‘06 ‘07 08 ‘05

04 04

2,969

1,759
157
-
‘06 ‘08

07

Total Assets
(Millions of yen)

40,000
35,000
30,000
25,000
20,000
15,000
10,000

5,000

0

Net Assets and ROE

(Millions of yen)

34,947 35,295

29,350

04

‘05

32,876 ‘ |
06 07

31,953

‘08

30,000

25,000

20,000

15,000

10,000

5,000

0

27,487
25,020

20,809

o1k 218

04 ‘05
I Net Assets
—i—- ROE

28,510 97,885

Consolidated Balance Sheets

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries

March 31, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 4)
008 2007 008
Assets
Current assets:
Cash and deposits (Note 15) ¥ 11,469 ¥ 9,582 $ 114,497
Trade receivables:
Notes 833 969 8,314
Accounts 3,116 4,740 31,108
3,949 5,709 39,422
Securities (Note 6) 1,347 1,341 13,449
Inventories (Note 5) 6,013 7,474 60,027
Deferred income taxes (Note 8) 677 1,730 6,763
Income taxes refundable (Note 8) 161 — 1,610
Prepaid expenses and other current assets 687 755 6,857
Less allowance for doubtful accounts (97) (194) (969)
Total current assets 24,206 26,397 241,656
Property, plant and equipment, at cost:
Land 790 751 7,885
Buildings and structures 2,821 2,770 28,165
Machinery and equipment 4,933 4,731 49,245
Construction in progress — 13 —
8,544 8,265 85,295
Less accumulated depreciation (5,469) (5,005) (54,596)
Property, plant and equipment, net 3,075 3,260 30,699
Investments and other assets:
Investments in securities (Note 6) 1,026 1,519 10,242
Investments in unconsolidated subsidiaries 16 16 161
Deferred income taxes (Note 8) 357 71 3,563
Long-term loans receivable 1 2 10
Other 3,612 4,142 36,055
Less allowance for doubtful accounts (340) (112) (3,390)
Total investments and other assets 4,672 5,638 46,641
Total assets ¥ 31,953 ¥ 35,295 $ 318,996
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Consolidated Balance Sheets

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
March 31, 2008 and 2007

Millions of yen

Thousands of
U.S. dollars
(Note 4)

BN - et

Liabilities and Net Assets
Current liabilities:
Trade payables:

2007

Notes ¥ 11 ¥ 282 $ 115
Accounts 1,839 3,313 18,358
1,850 3,595 18,473
Short-term bank loans — 130 —
Accrued income taxes (Note 8) 70 445 697
Accrued bonuses for employees 238 370 2,380
Accrued bonuses for directors and corporate auditors — 39 —
Allowance for loss on liquidation of a subsidiary 71 — 711
Other current liabilities 1,504 1,637 15,012
Total current liabilities 3,733 6,216 37,273
Long-term liabilities:
Accrued retirement benefits for employees (Note 7) 20 20 195
Retirement allowances for directors and corporate auditors — 295 —
Deferred income taxes (Note 8) 29 40 288
Other 286 214 2,861
Total long-term liabilities 835 569 3,344
Contingent liabilities (Note 14)
Net assets:
Shareholder’s equity (Note 9):
Common stock:
Authorized — 118,000,000 shares
Issued — 29,662,851 shares in 2008 and 2007 2,217 2,217 22,132
Capital surplus 2,069 2,069 20,656
Retained earnings (Note 18) 22,846 23,310 228,074
Less treasury stock, at cost :
80,827 shares in 2008 and 79,928 shares in 2007 (112) (111) (1,114)
Total shareholder’s equity 27,020 27,485 269,748
Valuation and translation adjustments:
Net unrealized holding gain on securities 273 349 2,719
Net deferred gains on hedges 90 — 899
Translation adjustments 502 676 5,013
Total valuation and translation adjustments 865 1,025 8,631
Total net assets 27,885 28,510 278,379
Total liabilities and net assets ¥ 31,953 ¥ 35,295 $ 318,996

Consolidated Statements of Income

Japan Cash Machine Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 4)
2007
Net sales (Note 17) ¥ 28,544 ¥ 31,785 $ 284,955
Cost of sales (Note 11) 15,193 16,989 151,671
Gross profit on sales 13,351 14,796 133,284
Less deferred gross profit on installment sales — 194 —
Realized gross profit on installment sales 16 — 159
Gross profit 13,367 14,602 133,443
Selling, general and administrative expenses (Note 11) 10,518 11,170 105,001
Operating income (Note 17) 2,849 3,432 28,442
Other income:
Interest and dividend income 215 165 2,150
Reversal of allowance for doubtful accounts 18 1 179
Foreign exchange gain — 39 —
Other 135 82 1,352
368 287 3,681
Other expenses:
Interest expense 3 1 30
Foreign exchange loss 299 - 2,982
LLoss on disposal of property, plant and equipment 73 16 729
Loss on devaluation of investments in securities 318 638 3,179
Impairment loss (Note 12) 10 3 101
Bad debt loss 831 - 8,297
Provision for allowance for doubtful accounts 88 — 879
Loss on liquidation of a subsidiary 71 — 711
Other 27 85 272
1,720 743 17,180
Income before income taxes 1,497 2,976 14,943
Income taxes (Note 8):
Current 723 1,436 7,218
Prior years (157) - (1,572)
Deferred 774 (219) 7,722
Net income ¥ 157 ¥ 1,759 $1,575
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