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Regarding Morishita’s Significant Contributions to Company performance

B The arguments listed are Morishita’s initiatives from more than 10 years ago, and they fail to demonstrate
any contribution by he is making to GungHo’s present or future

President Morishita has contributed significantly to the Company’s @ GungHo
business performance

Initiatives Demonstrated by President Morishita Contribution to the Company’s business performance

f Creation of the online game market
in Japan

2012 Release of Pioneered the
Puzzle & Dragons smartphone game market

Introduction of
Ragnarok Online in Japan

1 .| Achieving the Company’s Listin

Practice of \ + Entire Game Business sale:
one source, multi-use Maintained at approximately
9 100 billion yen for 10 years | -~
¥ GungHo argues calling
Timely implementation of Creation of continuous and stable decline in op. profit/mkt
| collaboration events with popular IPs L revenues for the Company | | cap over past 10yearsa
- - — - -, | failure is ‘arbitrary.’
Gravity’s market capitalization tripled,

Making Gravity Co., Ltd. a subsidiary : contributing to the enhancement of
" L the Company’s corporate value Y

Morishita was reappointed as a director. This proves that President Morishita’s long-standing

[At the Company’s annual general meeting of shareholders held in March 2025, President ]
contribution to the Company is widely supported by shareholders. 2

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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Regarding Impairment of Corporate Value if Morishita is Dismissed

B “The ‘significant decline in revenues, cited as a major factor affecting corporate value, is a current issue
that GungHo is facing, and not something that would arise “if Morishita is dismissed.”

Risk of Impairment of Corporate Value if President Morishita is @ GungHo
Dismissed
Impacts of President Morishita’s Dismissal Negative Impact on Corporate Value

Operating profit decreased 75% from JPY
72.4B to 17.4B over past 10 years

Significant decline in revenues of the
Company’s major game titles such as
Puzzle & Dragons.
Profit decreased 58% for first 6 month of 2025

compared to same period last year.

President Morishita’s leadership and
ability to unite the Company,

especially in game development,
would be lost.

Loss of the positive influence on Disruption and uncertainty in the game
employees that has been created by development department may result in
President Morishita’s approach and the loss of game production personnel

attitude toward game development. \ and a decline in morale.

Strategic Capital’s Proposal is irresponsible, as it neither specifies the management structure
following President Morishita’s dismissal nor outlines any measures whatsoever to address
the negative impacts that could result from such dismissal.

3

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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“(Reference) The dismissal of Morishita will not impair corporate value.”

B GungHo has the highest net cash to market cap among listed gaming companies (approx. 90%)
B Given Morishita has already eroded GungHo’s value, the current valuation is sustained by net cash that is
unrelated to management. Therefore, the claim that his dismissal would damage corporate value is unfounded.
Net Cash as a percentage of market cap GungHo’s situation
Other | Morishita i | Morishita i
B 91% [ [
caLoet Ragnarok \ damage tc; ¥ c}l\amahgelc':o |
Wt%ﬁ%é (Gravity) : corporate value : : sharenholder :
GAMEWITH 1 [ vajue 1
MIPPON ICHI 1 [ 1
S\L\('f/lo‘;w‘... 1 1 1 1
EXTREME 1 1 1 1
MOEl:Eﬂmg... 1 1 1 1
AKATSUK 1 ! 1 !
AEon Puzzle & I L !
ATEAM 1 1
o JPY12.98B
e Actual
e corporate value Actual
checon shareholder
oA value
SN SS90:08 (market Cap)
2 JPY 149.6B
Mggé X Negative net cash
SONVO% 25% 50% 75% 100%
(Source: QUICK Workstation (Astra Manager))
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Strategic Capital
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Views on individual issues
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Opinion on GungHo Board’s Rebuttal @

Strategic Capital’s Argument The Company's Rebuttal
o «f N resident Monshita has contnbuted significanily (o the

Company's business performa ncermrt'tsm‘lnl’s

Responsibility for failing to increase argument 1S on a lack of understanding of the role

shareholder value, as evidenced by a President Morishita has played in the growth of the

decline in market capitalization and Company.

operating income, as well as inferior stock 9

performance compared to major game *n Strategic Capital's compansons of our operating income and the

companies. stock pnce performance of major Japanese game companies
are arbitrary and not based on the state of the business of

the Company.

A: “President Morishita has contributed significantly to the Company’s business performance”

B This is from more than 10 years ago. The fact that the Company is failing to meet shareholder and user expectations should
be taken seriously.

B: “Comparison of our operating income... are arbitrary and not based on the state of business of the Company”

B If "maintaining sales of JPY 100 B for more than 10 years" is to regarded as Morishita’s contribution to performance, then the
75% decline in profit over 10 years should also be taken into account.

B President Morishita is the head of GungHo, and it is only natural that he should be responsible the performance declines.

C: "Comparison of stock price ... are arbitrary and not based on the state of business of the Company”

B Morishita receives more compensation than major game companies, and has introduced a performance-linked remuneration
system tied to operating profit that imitates Nintendo

B As compensation is modeled after Nintendo’s, claims that it is ‘arbitrary and not based on the state of business of the
Company’ is unfounded.”

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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(Reference) Remuneration imitates Nintendo, a "major game company"

B |n 2023, GungHo introduced a performance-linked remuneration system modeled after Nintendo, having
determined that such a framework was valuable in light of the company’s business circumstances. As a
result, Morishita’s pay has consistently remained at the high end relative to other gaming companies.

B Despite this, to argue that comparing performance and stock price with major gaming companies is
‘arbitrary and and not based on the state of business of the Company’ is a double standard.”

GungHo (introduced March 2023) Nintendo (Introduced June 2007)
To raise awareness of performance improvement, To raise awareness of performance improvement,
the performance-linked remuneration per executive the performance-linked compensation per director
director (excluding audit committee members)
shall be calculated using the following formula is calculated using the following formula,
with consolidated operating profit used as the index using consolidated operating profit as the index
Consolidated operating profit x é% Consolidated operating profit x ﬁ%
x Point for each director / Total director points x Point for each director / Total director points

GungHo’s performance-linked remuneration is not Nintendo’s “0.2% of operating profit” but 0.5%

Source: Annual securities reports, GungHo FY ending Dec 2023, Nintendo FY ending Mar 2023
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Opinion on GungHo Board’s Rebuttal @

Strateqgic Capital’s Argument The Company's Rebuttal

o *  Puzzle & Dragons is a globally rare game title that has
maintained stable popularnty and revenue for 13 years, serving

as a pillar of the Company’s revenue. The long-term succes

of Puzzle & Dragons is the result of continuous updates
Responsibility for turning the Company and creative innovations under President Morishita’s
into a “one-hit" game company by failing leadership. |
to produce the subsequent hit game after B

* The Company also ;- enerates revenue from game titles
: |F'r55|dent Morizhita iz involv

Puzzle & Dragons.

[ all s-tages- of New game development as the chief executive in
{:harga, ensuring the continuous development and release of

A: “long-term success of P&D is the result of continuous update and creative innovations under Morishita’s leadership

B Morishita, who receives over JPY 300m in pay as GungHo’s CEQ, cannot use the long-term success of ‘Puzzle & Dragons’ as an

excuse for the overall stagnation of the company.

B: “generates revenue from game titles other than Puzzle & Dragons

B The stagnating performance stems not only from the slowdown of Puzzle & Dragons but also from the inability to generate
sufficient revenue from other titles. As executive, Morishita bears responsibility for this.

C: “is involved in all stages of new game development... ensuring the continuous development and release of game titles

B Fulfilling his duties as a creator does not absolve Morishita of his responsibilities as an executive.”

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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(Reference) Revenue other than P&D is small

B Earnings remain dependent on Puzzle & Dragons. Contributions from other titles remain negligible.”

GungHo standalone sales trend (JPY 100 million)

1,800

1,600 107

1,400

1,200

1,000 106

800

[ 85
600 Mmmm

400 [ 65 | Other than P&D

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

(Source: QUICK Workstation (Astra Manager), securities reports)
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Opinion on GungHo Board’s Rebuttal 3

Strategic Capital’s Argument The Company’s Rebuttal

of the Company shows that President general meeting of shareholders held in March 2025 and has

9 The level of the market capitalization + President Morishita was reappcﬁed as a director at the ordinary
Morishita is not valued by the market. ’ received broad support from the Company’s shareholders.

A: “reappointed as director ... has received broad support from the Company’s shareholders”

B SC’s opinion concerns the shareholder value of GungHo. The Board’s response is missing the point.
B The problem is the low market assessment, which includes investors who are not GungHo’s shareholders.

B The market sees GungHo as worth little more than its net cash, with no confidence in its future prospects. This fact must be
recognized.

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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Opinion on GungHo Board’s Rebuttal @i & ii

Strategic Capital’s Argument The Company’s Rebuttal
o . Each reason is s-:}lely Strategm Capﬁal S subjectwe npmlc-n
President Monshita is unqualified to serve ] ; ’
as a director for the following reasons: ble [and the Company’s determination of remuneration follows
I. Increased compensation éransparent and objective procedures.
ii. Claiming that “Summons Board” and il Evaluating the value of game titles based solely on their shori-term |
“Ninjala” are hits contributions to the enhancement of shareholder valud fails to correctly

recognize the Company's business policy or management strategy.

. Refusal to meet with Strategic Capital
9 P iii. President Morishita and the Company handle dialogue with shareholders

and investors based on their internal division of roles(Mr. Sakai, Director
and CFO. and outside director, held multiple meetings with Strategic

Iv. No specific measures have been

disclosed regarding “Action to Capital.
Implement Management that is
Cnnscinnie nf Cost of Canital and Stock iv Mnn-dizrlnenre nf enercificr measnires renardinn “Arctinn tn Imnlement

A: “Amount of remuneration of President Morishita is sufficiently reasonable”

B The performance-linked compensation, modeled after Nintendo, a major gaming company, and tied to operating profit, is
“are arbitrary and not based on the state of business of the Company” and based on the actual payment appears to be noting
more than an increase in remuneration making it wholly unreasonable.

B: “Evaluating the value of game titles based solely on their short-term contributions to the enhancement of shareholder value

B SC considers these titles not to be hits, sinceas the market recognizes their limited contribution to earnings is likely to persist
and hence will not contribute to the enhancement of shareholder value.

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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(Reference) Performance-linked compensation increased actual compensation

B The ‘performance-linked compensation’ introduced in 2023 is essentially nothing more than a pay hike,
disregarding performance.

Morishita's remuneration

341m

Operating profit
329m

72.4B 269m
245m 234m .
211m I 201m 209m \5am

— ~_ XTI
N\

Performance-linked
(to operating income)

Stock optlon

121m

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

(Source : Compiled by the Company based on securities reports. )
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Opinion on GungHo Board’s Rebuttal @iii & iv

Strategic Capital’s Argument The Company’s Rebuttal
as a director for the following reasons: reasonable, and the Company’s determination of remuneration follows
I. Increased compensation transparent and objective procedures.
ii. Claiming that “Summons Board” and ii. Evaluating the value of game titles based solely on their short-term

contributions to the enhancement of shareholder value fails to correctly

“Ninjala” are hits ! 1 :
recognize the Company’s business policy or management strategy.

. Refusal to meet with Strategic Capital
Q p resident Morishita and the C{:mpany handle dlalﬂgUE with share hDIdEFSI

and investors based on their internal division of role$(Mr. Sakai, Director

V. Nﬂ specific measuref ha_ve been and CFO, and outside director, held multiple meetings with Strategic
disclosed regarding “Action to Capital).
Implement Management that is
Conscious of Cost of Capital and Stock Iv.jon-disclosure of specific measures regarding “Action to Implement |
Price”. Management that is Conscious of Cost of

0 the unigue characteristics of the industryjto which the Company belongs.
& Company discusses capital costs at BEoard of Direciors meetings

nd aims to achieve capital efficiency that excesads those costs.

A: “Morishita and the Company handle dialogue with shareholders and investors based on their internal division of roles”

B Even though GungHo claims to comply with the Corporate Governance Code and SC’s reasonable requests are fully
consistent with it, President Morishita and certain outside directors have refused to meet.

B: “non-disclosure of specific measures...is due to the unique characteristics of the industry”

B Responses differ within the gaming industry, and citing industry characteristics doesn’t excuse the failure to disclose policy.

C: “Company discusses capital costs at Board meetings and aims to achieve capital efficiency that exceed costs.

B This is no excuse for failing to disclose how it aims to achieve cost of capital and capital efficiency targets.

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))

@ Strategic Capital © 2025 Strategic Capital, Inc. All rights reserved. 13

#HRAEH ANSTFUVIRYERL




Opinion on GungHo Board’s Rebuttal ©&®

Strategic Capital's Argument The Company’s Rebuttal

There are only two truly independent ’ = All four of the Company’s outside directors ia;:ﬁ{antr:he?

outside directors Fndependence standards established by
ICompany.

he Company duly discloses information regarding the
independence of outside directors in accordance with statutory
prmrisiﬂns_|

A\, y

A: “satisfy the independence standards established by the TSE and the Company”

B Just as GungHo created its own rules after deeming the TSE’s independence standards insufficient to ensure real
independence, SC has concluded that, irrespective of the TSE’s criteria, certain outside directors are not truly independent
given their particular circumstances.

important information regarding the

Failing to provide shareholders with } .
independence of outside directors

B: “duly discloses information regarding the independence of outside directors in accordance with statutory provisions”

B Statutory provisions only set the bare minimum standard, where crossing that line constitute a breach of law.”

B Accordingly, it is inappropriate to claim ‘adequacy’ on the basis of disclosure that only meets the minimum required by law.

(Source: Excerpt from GungHo’s “Summary of the Explanatory Materials Regarding Our Opinion on the Proposal No. 2 of the Extraordinary General Meeting of Shareholders" (August 15, 2025))
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