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Cautionary Statement

The forward-looking statements in this document, including earnings
forecasts, are determined by the Dwango Group based on currently
available information.

Future figures involve various uncertainties, and actual results may
differ. Please refrain from making investment decisions based entirely
on these forecasts.
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Overview of Consolidated Results for the Fiscal Year Ended September 2010
In Comparison to Previous Term

(Unit: Million Yen)

Previous Term
2008/10-2009/9

Current Term
2009/10-2010/9

Change

Net Sales 26,568 30,373 3,805
(Growth Rate) 6.4% 14.3%
Gross Profit 10,456 13,343 2,887
(Growth Rate) (2.7%) 27.6%
(Gross Profit on Sales) 39.4% 43.9%
Operating Income 397 1,898 1,501
(Growth Rate) 243.8% 378.1%
(Operating Income Margin) 1.5% 6.3%
Ordinary Income 342 2,032 1,690
(Growth Rate) 217.6% 493.8%
(Ordinary Income Margin) 1.3% 6.7%
Net Income (782) 1,419 2,201
(Growth Rate) - % - %
(Net Income Margin) (2.9%) 4.7%
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Changes in Net Sales

(Unit: Million Yen)
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Changes in Operating Income and Net Income

Operating Income
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In Comparison to Forecast

Overview of Consolidated Results for the Fiscal Year Ended September 2010

(Unit: Million Yen)

Forecast
for the Fiscal Year*
2009/10-2010/9

Actual
for the Fiscal Year
2009/10-2010/9

Change

Net Sales

29,700

30,373

673

Gross Profit

12,370

13,343

973

(Gross Profit on Sales) 41.6% 43.9%
Operating Income 1,300 1,898 598
(Operating Income Margin) 4.4% 6.3%
Ordinary Income 1,300 2,032 732
(Ordinary Income Margin) 4.4% 6.7%
Net Income 1,100 1,419 319
(Net Income Margin) 3.7% 4.7%

*Forecast for the fiscal year was announced on May 13, 2010.
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Difference in Forecast and Actual Results of 4Q (July to Sep)

Forecast”

Actual

Difference

(Unit: Million Yen)

Main Factor

Mobile

Portal

Net sales

6,678 7,351

673

Big hit of song we had rights
for leading distribution to,
and affiliate advertisements

lead to increase in members.

Social games saw favorable
results.

Increase in NICO
NICO DOUGA
Premium members

Cost of Goods Sold

4,399 4,099

(300)

Decrease of sales ratio
of royalties, delay of
mobile game
development expenses

Delay of fees
involving increase of
line expansion
expense

SG&A

2,6/1 3,046

375

Increase in affiliate
advertisements, social
game commission, etc.

Operating income

(392)

206

598

* Forecasts are full year forecast values minus 3Q results
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Changes in Quarterly Performance
(Unit: Million Yen)
1Q 2Q 3Q 4Q Total

2009/10-2009/12 | 2010/1-2010/3 | 2010/4-2010/6 | 2010/7-2010/9 | 2009/10-2010/9
Net Sales 7,626 8,463 6,931 7,351 30,373
(Growth Rate) 9.6% 35.4% 13.4% 1.4% 14.3%
Gross Profi 3,254 3,695 3,140| 3,252 13,343
(Growth Rate) 0.5% 50.4% 37.3% 31.5% 27.6%
(Gross Profit on Sales) 42.7% 43.7% 45.3% 44.2% 43.9%
Operating Income 443 737 510 206 1,898
(Growth Rate) (10.6%) - % 623.6% - % 378.1%
(Operating Income Margin) 5.8% 8.7% 7.4% 2.8% 6.3%
Ordinary Income 438 728 606 258 2,032
(Growth Rate) (9.5%) - % 1315.0% - % 493.8%
(Ordinary Income Margin) 5.8% 8.6% 8.8% 3.5% 6.7%
Net Income 303 564 774 (221) 1,419
(Growth Rate) 5.9% - % 489.8% - % - %
(Net Income Margin) 4.0% 6.7% 11.2% (3.0%) 4.7%
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Changes in Quarterly Performance

(Unit: Million Yen)
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(Unit: Million Yen)

1Q | 2Q 3Q | 4Q
Net Sales 7,626 8,463 6,931 7,351
Operating Income 443 137 510 206
Net Income 303 564 774 (221)
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Cost of Goods Sold (Unit: Million Yen)
200810-20005 DG Change
(% of total sales) (% of total sales)
Cost of Goods Sold 16,112  60.6% 17,029 56.1% 017
Personnel Costs 3039 148% 4146 13.7% 207
S | Commesonan 1612 61| 1303 43|  (309)
g Royalties 5186 195%| 5600  184% 414
S | outsourcing Costs 3917 14am| 4122 136k 205
§ Coate mieaten 1545 58%| 1,844 6.L% 299
Other Expenses 2340  88% 1,756 5.8% (584)
Inventoriable cost (294) (11w 494 1.6% 788
(Account Transfers) (2,135) (®o% | (2,238) (7.4%) 103
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Changes in Cost of Goods Sold

(Unit: Million Yen)
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SG &A
(Unit: Million Yen)
Previous Term Current Term
2008/10-2009/9 2009/10-2010/9 Change
(% of total sales) (% of total sales)
Selling, General and
Administrative Expenses 10’059 37.9% 111444 37.1% 11385
Advertisement
Expenses 3’382 12.7% 41344 Lgh 962
Personnel Costs 1,754 6.6% 1’993 6.6% 239
Commission and
Fees Paid 2,/33 10.3% 31028 LGk 295
Research and
Development Expenses 1’217 4.6% 790 2.6% (427)
Others 970 3.7% 1’288 4.2% 318
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Changes in SG & A

(Unit: Million Yen)

12,000 11-444—— 100.0%
’ 10,699 10,844 10,630 S
10,059

10,000  80.0%
8,000 ——

- 60.0%
6,000 ——

53.6%

- 40.0%
4,000 —
2,000 — - 20.0%

0 - 0.0%

FY2006 FY2007 FY2008 FY2009 FY2010
SG&A == SG & A Margin

DWANGO Co., Ltd. All Rights Reserved. 13



ﬂ

d wan g o Born in the net, Connected by the net

Segment Information
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Segment Overview (Total)
(Unit: Million Yen)
Mobile Game Portal Other Eliminations :
Business Business Business Businesses | /Corporate : ieli:t

Net Sales 18,678 4,354 6,344 1,793 (798) 30,373
(Growth Rate) 4.6% 18.5% 93.4% (14.8%) - % : 14.3%
Cost of Goods Sales 8,599 2,510 5,093 1,614 (788) 17,029
(Growth Rate) 2.5% 28.7% 19.1% (12.2%) - % i 5.7%
(% of total sales) 46.0% 57.7% 80.3% 90.0% -% ! 56.1%
Gross Profit 10,079 | 1,844| 1,251 178 (10) 1 13,343
(Growth Rate) 6.4% 7.0% % | (32.6%) 1 27.6%
(% of total sales) 54.0% 42.3% 19.7% 10.0% -% ! 43.9%

Selling, G | and
Admiistative Expenses 6,002| 1,101| 1,228 305| 2,806 11,444
(Growth Rate) 22.4% | (17.7%) 47.0% 4.3% 44%, 13.8%
(% of total sales) 32.1% 25.3% 19.4% 17.0% -% : 37.7%
Operating Income 4,076 742 23 (126) | (2,817), 1,898
(Growth Rate) (10.7%) 92.7% _% _% %1 378.1%
(% of total sales) 21.8% 17.0% 0.4% (7.1%) - % : 6.3%

DWANGO Co., Ltd. All Rights Reserved.
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Mobile Business: Comparison to Forecast and Previous Term

Result Comparison to Comparison to
2009/10-2010/9 Forecast Previous Term

Net Sales 18.67 billion 500 million M 820 million
Cost of Goods Sold 8.59 bhillion @ 240 million M 210 million
SG&A 6.00 billion 410 million 1 1,090 million
Operating Income 4.07 billion M 330 million @ 480 million

*Forecast for the fiscal year was announced on May 13, 2010.

Trend on Net Sales and Operating Income Margin

(Unit: Million Yen)
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Mobile Business: Changes in Business Performance

Changes in Net Sales and Operating Income Margin

(Unit: Million Yen)
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Mobile Business: Changes in Number of Unique Users and ARPU

*Does not include NICO NICO MOBILE members

*ARPU only includes music

(Unit Thousand)

(Unit: Yen)
5,000 440
F % Unigque Users
4500 | “* ARPU 1 420
399 398 402
393 M o 393 397 400
4,000 383
80
1 380
3,500 .
3,000 ,95
F3 I 83 I 85 I 8 I .85 I 90 I 83 I 88 I { 340
. I I I I I I I I |
2,000 300
Sep. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep.
2008 2009 2010

Source: Dwango Internal Analysis
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Game Business : Comparison to Forecast and Previous Term

Result Comparison to Comparison to
2009/10-2010/9 Forecast Previous Term

Net Sales 4.35 billion @ 100 million 680 million
Cost of Goods Sold 2.51 billion @ 50 million 560 million
SG&A 1.10 billion ™ 170 million @ 230 million
Operating Income 0.74 billion @ 210 million 1 350 million

*Forecast for the fiscal year was announced on May 13, 2010.

(Unit: Million ven)  1rend on Net Sales and Operating Income Margin
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Game Business :Changes in Business Performance

Changes in Net Sales and Operating Income Margin

(Unit: Million Yen)
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Portal Business : Comparison to Forecast and Previous Term

Result Comparison to Comparison to
2009/10-2010/9 Forecast Previous Term

Net Sales 6.34 billion 90 million 1 3,060 million
Cost of Goods Sold 5.09 billion 50 million 810 million
SG&A 1.22 billion @ 40 million 390 million
Operating Income 0.02 billion M, 80 million 1,850 million

*Forecast for the fiscal year was announced on May 13, 2010.

(Unit: Milionven)y  1rend on Net Sales and Operating Income Margin
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Portal Business : Changes in Business Performance

Changes in Net Sales and Operating Income Margin
(Unit: Million Yen)
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Other Businesses : Comparison to Forecast and Previous Term

. ) *Net sales and cost of goods
Result Comparison to Comparison to sold include consolidating
2009/10-2010/9 Forecast Previous Term eliminations.

Net Sales 1.01 billion 5 190 million @ 760 million
Cost of Goods Sold 0.84 billion @ 30 million @ 680 million
SG&A 0.3 billion 20 million 10 million
Operating Income (0.12 billion) ™ 210 million @ 90 million

*Major breakdown of sales: Income from sales of live performance DVDs, royalty income from music titles published by
animation business, and others
*Forecast for the fiscal year was announced on May 13, 2010.

(Unit: Million Yen) Trend on Net Sales and Operating Income Margin
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Other Businesses : Changes in Business Performance

* Does not include consolidation eliminations

Changes in Net Sales and Operating Income Margin
(Unit: Million Yen)
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Net Sales === Operating Income Margin
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Summary of Balance Sheets

(Unit: Million Yen)

Previous term

Current term

(End of Sep. 2009) | (End of Sep. 2010) Change ‘ Major factor of chage
Current assets 16,057 16,212 155
: Increase of NICO NICO DOUGA related

Fixed assets 4,863 5586 723 norease

Total assets 20,921 | 21,798 877

Current liabilities 5,892 5,895 3

Fixed liabilities 63 40 (23)

Total liabilities 5,955 5,936 (19)

Net assets 14966 | 15,862 896 | Increase in net income
2,397 2,271

125 100

w75 s01

865 1,144
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Summary of Cash Flow Statements

(Unit: Million Yen)

Major factor

‘ 2009/10-

2010/9

h fl f
Cash flows from 1,266

. . Net income before income taxes, etc.
operating activities

Cash flows from (1 936) Acquisition of tangible and intangible
investing activities ’ fixed assets, etc.

Cash flows from (350)

. . . Dividend ts, etc.
financing activities lvidend payments, etc

Cash and cash equivalents
at end of term 7,360
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Business Forecast for Fiscal Year Ending September 2011

(Unit: Million Yen)

Results for the first and second half of the

Current Term ML UL fiscal year ending September 2011
(2009/10-2010/9) (2010/10-2011/9) First Half I Second Half
(Forecast) i
(2010/102011/3) |  (2011/4-2011/9)
Net Sales 30,373 35,000 18,540 16,460
(Growth Rate) 14.3% 15.2%
Gross Profit 13,343 13,650 7,070 6,580
(Growth Rate) 27.6% 2.3%
(Gross Profit on Sales) 43.9% 39.0% 38.1% | 40.0%
Operating Income 1,898 1,540 540 1,000
(Growth Rate) 378.1% (18.9%)
(Operating Income Margin) 6.3% 4.4% 2.9% | 6.1%
Ordinary Income 2,032 1,530 540 990
(Growth Rate) 493.8% (24.7%)
(Ordinary Income Margin) 6.7% 4.4% 2.9% | 6.0%
Net Income 1,419 1,330 450; 3880
(Growth Rate) - % (6.3%)
(Net Income Margin) 4.7% 3.8% 2 4% 5 3%

Yearly dividend per share (Forecast): 2,000 yen

DWANGO Co., Ltd. All Rights Reserved.
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Business Forecast for Fiscal Year Ending September 2011
(Segment Overview Based on Original Announced Figures)
(Unit: Million Yen)
quile Ggme qutal cher Eliminations i Total
Business Business Business Businesses | /Corporate

Net Sales 18,380 5,900 9,720 1,900 (900) i 35,000
Results of previous year 18,678 4,354 6,344 1,793 (798) ; 30,373
Difference (298) 1,546 3,376 107 (102) , 4,627

Cost of Goods Sales 8,880 4,270 7,000 1,200 0 i 21,350
Results of previous year 8,599 2,510 5,093 1,614 (788) , 17,029
Difference 281 1,760 1,907 (414) 788 : 4,321

Gross Profit 9,500 1,630 2,720 700 (900) , 13,650
Results of previous year 10,079 1,844 1,251 178 (10) 13,343
Difference (579) (214) 1,469 522 (890) E 307

o s 6,080 1,130| 2,050 1,110| 1,740 12,110
Results of previous year 6,002 1,101 1,228 305 2,806, 11,444
Difference 78 29 822 805 (1,066) | 666

Operating Income 3,420 500 670 | (410)| (2,640)' 1,540
Results of previous year 4,076 742 23 (126) (2,817) | 1,898
Difference (656) (242) 647 (284) 177 : (358)
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Business Forecast for Fiscal Year Ending September 2011

(Segment Overview) (Unit: Million Yen)
otte | oS | o, | a,one., |t o
Net Sales 18,380 5,900 9,720 1,900 (900)% 35,000
Cost of Goods Sales 8,880 4,270 7,000 1,200 OE 21,350

Selling, General and .
6,080 1,130 2,050 1,110 1,740 12,110

wewen | o _wo| _so| o] asii 0
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