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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AUTOBACS SEVEN Co., Ltd. and Subsidiaries

1. BASIS OF PRESENTING FINANCIAL STATEMENTS
The accompanying consolidated financial statements of AUTO-
BACS SEVEN Co., Ltd. (the “Company”) and subsidiaries
(together the “Companies”) have been prepared in accordance
with the provisions set forth in the Japanese Financial Instru-
ments and Exchange Act (formerly, the Japanese Securities and
Exchange Law) and its related accounting regulations, and in
conformity with generally accepted accounting principles in
Japan (“Japanese GAAP”), which are different in certain
respects as to application and disclosure requirements of Inter-
national Financial Reporting Standards (“IFRS”).

In preparing the consolidated financial statements, certain
reclassifications and rearrangements have been made to the
consolidated financial statements issued domestically, in order
to present them in a form which is more familiar to readers out-
side Japan. In accordance with accounting procedures generally
accepted in Japan, certain comparative disclosures are not
required to be, and have not been, presented herein. In addition,

the accompanying note information, some of which is not
required under Japanese GAAP, is presented herein as addition-
al information.

Certain reclassifications and rearrangements have been
made in the consolidated financial statements for the years
ended March 31, 2008 and 2007, to conform to the classifications
and presentations used in the consolidated financial statements
for the year ended March 31, 2009.

The consolidated financial statements are stated in Japanese
yen, the currency of the country in which the Company is incor-
porated and principally operates. The translation of Japanese
yen amounts into U.S. dollar amounts is included solely for the
convenience of readers outside Japan and has been made at the
rate of ¥98 to U.S.$1.00, the approximate free rate of exchange
on March 31, 2009. Such translation should not be construed as
representation that the Japanese yen amounts could be convert-
ed into U.S. dollars at the above or any other rate.

2. SIGNIFICANT ACCOUNTING POLICIES
A. Consolidation Policy
The consolidated financial statements of March 31, 2009 include
the accounts of the Company and all subsidiaries.

Under the control or influence concept, those companies in
which the Company, directly or indirectly, is able to exercise
control over operations are fully consolidated, and those compa-
nies over which the Company has the ability to exercise
significant influence are accounted for by the equity method.

Investments in all associated companies are accounted for by
the equity method. The cost in excess of net assets of the sub-
sidiaries and associated companies at the time of acquisition,
which cannot be specifically assigned to individual assets, is
amortized on the straight-line basis over 5 or 20 years.

All significant intercompany balances and transactions have
been eliminated in consolidation. All material unrealized profit
included in assets resulting from transactions between the
Companies is also eliminated.

B. Unification of Accounting Policies Applied to Foreign 
Subsidiaries for the Consolidated Financial Statements

In May 2006, the Accounting Standards Board of Japan (the
“ASBJ”) issued ASBJ Practical Issues Task Force (PITF) No.18,
“Practical Solution on Unification of Accounting Policies Applied
to Foreign Subsidiaries for the Consolidated Financial State-
ments”. PITF No.18 prescribes: (1) the accounting policies and
procedures applied to a parent company and its subsidiaries for
similar transactions and events under similar circumstances
should in principle be unified for the preparation of the consoli-
dated financial statements, (2) financial statements prepared by
foreign subsidiaries in accordance with either International
Financial Reporting Standards or the generally accepted
accounting principles in the United States of America tentatively
may be used for the consolidation process, (3) however, the fol-
lowing items should be adjusted in the consolidation process so
that net income is accounted for in accordance with Japanese
GAAP unless they are not material: 1) amortization of goodwill; 2)
scheduled amortization of actuarial gain or loss of pensions that
has been directly recorded in the equity; 3) expensing capitalized
development costs of R&D; 4) cancellation of the fair value model
accounting for property, plant, and equipment and investment
properties and incorporation of the cost model accounting; 5)
recording the prior years’ effects of changes in accounting poli-
cies in the income statement where retrospective adjustments to
financial statements have been incorporated; and 6) exclusion of

minority interests from net income, if contained.  PITF No.18 was
effective for fiscal years beginning on or after April 1, 2008 with
early adoption permitted. There was no effect from the adoption
of this standard.

C. Business Combination
In October 2003, the Business Accounting Council (BAC) issued
a Statement of Opinion, “Accounting for Business Combina-
tions”, and in December 2005 the ASBJ issued ASBJ Statement
No. 7, “Accounting Standard for Business Divestitures” and
ASBJ Guidance No.10, “Guidance for Accounting Standard for
Business Combinations and Business Divestitures”. These new
accounting pronouncements were effective for fiscal years
beginning on or after April 1, 2006.

The accounting standard for business combinations allows
companies to apply the pooling of interests method of accounting
only when certain specific criteria are met such that the business
combination is essentially regarded as a uniting-of-interests.

For business combinations that do not meet the uniting-of-
interests criteria, the business combination is considered to be an
acquisition and the purchase method of accounting is required.
This standard also prescribes the accounting for combinations of
entities under common control and for joint ventures. 

On May 2, 2007, a subsidiary, AUTOBACS STRAUSS INC.
acquired the business of retail sales of automotive parts and
accessories and automotive maintenance services from R&S
PARTS AND SERVICE, INC. and 1945 Route 23 Associates, Inc..
The Company accounted for this business combination by the
purchase method of accounting.

D. Cash Equivalents
Cash equivalents are short-term investments that are readily
convertible into cash and that are exposed to insignificant risk of
changes in value.

Cash equivalents include time deposits, certificates of deposit,
commercial paper and mutual funds investing in bonds that rep-
resent short-term investments, all of which mature or become
due within three months of the date of acquisition.

E. Marketable and Investment Securities
Marketable and investment securities are classified and
accounted for, depending on management’s intent, as follows:

i) trading securities, which are held for the purpose of earning
capital gains in the near term, are reported at fair value, and the
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impairment loss would be recognized if the carrying amount of an
asset or asset group exceeds the sum of undiscounted future cash
flows expected to result from the continued use and eventual dis-
position of the asset or asset group. The impairment loss would be
measured as the amount by which the carrying amount of the asset
or asset group exceeds its recoverable amount, which is the higher
of the discounted cash flows from the continued use and eventual
disposition of the asset or the net selling price at disposition.

I. Goodwill
Purchased goodwill is amortized on a straight-line basis over 20
years.

J. Purchased Software
Purchased software was recorded as other assets and is amor-
tized over 2 to 5 years.

K. Retirement and Pension Plan
As a result of a change from a non-contributory defined benefit
pension plan to alternative plans, the Company has plans for
employees consisting of a non-contributory defined contribution
pension plan and a plan in which employees receive a retire-
ment payment portion in cash.

Substantially, all employees of subsidiaries were covered by a
non-contributory defined contribution pension plan, an unfunded
employee retirement payment plan and a non-contributory
defined benefit pension plan. As a result of a change from a non-
contributory defined benefit pension plan and a retirement
payment plan to non-contributory defined contribution pension
plan by the Company and certain subsidiaries during the three
years ended March 31, 2007, some subsidiaries have a non-con-
tributory defined benefit pension plan and an unfunded employee
retirement payment plan for employees at March 31, 2009.

Some subsidiaries accounted for the liability for retirement
benefits of the defined contribution pension plan and the retire-
ment payment plan based on projected benefit obligations and
plan assets at each balance sheet date.

The Companies recorded expenses for the defined contribu-
tion pension plan when the contribution was made. Retirement
benefits to directors and corporate auditors are provided at the
amount which would be required if all directors and corporate
auditors of the Company had retired at each balance sheet date.

The Company revised its compensation plan in June 2002 and
no additional provisions have been recorded for retirement ben-
efits to be paid to the Company’s directors and corporate
auditors since July 2002.

Certain subsidiaries revised their compensation plan in April
2005, no additional provisions have been recorded for retirement
benefits to be paid to those directors and corporate auditors
since April 2005.

L. Allowance for Business Restructuring
The allowance for business restructuring is stated in amounts
based on the estimation of potential losses for the Company’s
investments.

M. Presentation of Equity
On December 9, 2005, the ASBJ published a new accounting
standard for presentation of equity. Under this accounting stan-
dard, certain items which were previously presented as
liabilities or assets are now presented as components of equity.
Such items include stock acquisition rights, minority interests,
and any deferred gain or loss on derivatives accounted for under
hedge accounting. This standard was effective for fiscal years
ending on or after May 1, 2006. The balances of such items as of

related unrealized gains and losses are included in earnings, ii)
held-to-maturity debt securities, which are expected to be held to
maturity with the positive intent and ability to hold to maturity, are
reported at amortized cost and iii) available-for-sale securities,
which are not classified as either of the aforementioned securities,
are reported at fair value, with unrealized gains and losses, net of
applicable taxes, reported in a separate component of equity.

All marketable securities held by the Companies are classi-
fied as held-to-maturity debt securities or available-for-sale
securities.

The cost of securities sold is determined based on the average
method.

Non-marketable available-for-sale securities are stated at
cost determined by the average method. For other than tempo-
rary declines in fair value, securities are reduced to net
realizable value by a charge to income.

The Company reviews the fair value of its investment securi-
ties on a regular basis to determine if the fair value of any
individual security has declined below its cost and if such decline
is other than temporary. If the decline in value is judged to be
other than temporary, the cost basis of the security is written
down to fair value. The resulting realized loss is included in the
consolidated statements of income in the period in which the
decline was deemed to be other than temporary.

Hybrid financial instruments, from which an embedded deriv-
ative cannot be separated, are stated at fair value and gains or
losses are recognized in the statement of income.

F. Inventories
Prior to April 1, 2008, inventories before distribution to stores or
franchisees are stated at avarage cost, and inventories held at
stores are valued at cost determined by the retail method.  In
July 2006, the ASBJ issued ASBJ Statement No. 9,” Accounting
Standard for Measurement of Inventories”, which was effective
for fiscal years beginning on or after April 1, 2008 with early
adoption permitted. This standard requires that inventories held
for sale in the ordinary course of business be measured at the
lower of cost or net selling value, which is defined as the selling
price less additional estimated manufacturing costs and esti-
mated direct selling expenses. The replacement cost may be
used in place of the net selling value, if appropriate.

The Company applied the new accounting standard for meas-
urement of inventories effective April 1, 2008. As a result of this
change, “Operating income” decreased by ¥64 million ($653
thousand) and “Loss before income taxes” increased by ¥64 mil-
lion ($653 thousand) compared to the prior period.

Consolidated statement of Income for the fiscal year ended
March 31, 2008 and 2007, do not reflect this new accounting
standard.  

G. Property and Equipment
Property and equipment are stated at cost.

Depreciation is principally computed by the declining balance
method over the estimated useful lives of the assets. Equipment
held for lease is depreciated by the straight-line method over
the respective lease periods.

Estimated useful lives are as follows:
Buildings: 3 to 45 years
Furniture and equipment: 2 to 20 years
Equipment held for lease: 5 to 50 years

H. Long-lived Assets
The Companies review its long-lived assets for impairment when-
ever events or changes in circumstance indicate the carrying
amount of an asset or asset group may not be recoverable. An
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March 31, 2006 were reclassified as separate components of
equity as of April 1, 2006 in the consolidated statement of
changes in equity.

N. Lease accounting
In March 2007, the ASBJ issued ASBJ Statement No.13,
“Accounting Standard for Lease Transactions”, which revised
the previous accounting standard for lease transactions issued
in June 1993. The revised accounting standard for lease trans-
actions is effective for fiscal years beginning on or after April 1,
2008 with early adoption permitted for fiscal years beginning on
or after April 1, 2007.

Lessee
Under the previous accounting standard, finance leases that deem
to transfer ownership of the leased property to the lessee were to
be capitalized. However, other finance leases were permitted to be
accounted for as operating lease transactions if certain “as if capi-
talized” information is disclosed in the note to the lessee’s financial
statements. The revised accounting standard requires that all
finance lease transactions should be capitalized to recognize lease
assets and lease obligations in the balance sheet. In addition, the
accounting standard permits leases which existed at the transition
date and do not transfer ownership of the leased property to the
lessee to be accounted for as operating lease transactions.

Lessor
Under the previous accounting standard, finance leases that
deem to transfer ownership of the leased property to the lessee
were to be treated as sales. However, other finance leases were
permitted to be accounted for as operating lease transactions if
certain “as if sold” information is disclosed in the note to the
lessor’s financial statements. The revised accounting standard
requires that all finance leases that deem to transfer ownership
of the leased property to the lessee should be recognized as
lease receivables, and all finance leases that deem not to trans-
fer ownership of the leased property to the lessee should be
recognized as investments in lease.

The Company applied the revised accounting standard effective
April 1, 2008.

As a result of this change, “Investments in lease” in “CUR-
RENT ASSETS” increased by ¥16,295 million ($166,276
thousand) compared to the prior period. And “Operating income”
increased by ¥179 million ($1,827 thousand) and “Loss before
income taxes” decreased by ¥4,831 million ($49,296 thousand),
which included a cumulative effect of ¥4,652 million ($47,469
thousand), compared to the prior period. This change resulted in
an increase of net cash provided by operating activities and
decrease of net cash provided by investing activities by ¥839 mil-
lion ($8,561 thousand) compared to prior period.

The consolidated financial statements for the fiscal years
ended March 31, 2008 and 2007, do not reflect this new account-
ing standard.  

O. Income Taxes
The provision for income taxes is computed based on the pretax
loss included in the consolidated statements. The asset and lia-
bility approach is used to recognize deferred tax assets and
liabilities for the expected future tax consequences of temporary
differences between the carrying amounts and the tax bases of
assets and liabilities. Deferred taxes are measured by applying
currently enacted tax laws to the temporary differences.

P. Foreign Currency Items
All short-term and long-term monetary receivables and
payables denominated in foreign currencies are translated into
Japanese yen at the current exchange rates in effect at each
balance sheet date.

The foreign exchange gains and losses from those transla-
tions are recognized in the consolidated statements of income to
the extent that they are not hedged by forward exchange con-
tracts. Other exchange gains and losses are recognized in the
fiscal periods in which they occur.

Q. Foreign Currency Financial Statements
The balance sheet accounts of the consolidated overseas sub-
sidiaries are translated into Japanese yen at the current exchange
rates as of the balance sheet date except for equity, which is trans-
lated at the historical exchange rates. Differences arising from
such translations were shown as “Foreign currency translation
adjustments” in a separate component of equity. Revenue and
expense accounts of the consolidated overseas subsidiaries are
translated into Japanese yen at the average exchange rate.

R. Per Share Information
Basic net income per share is computed by dividing net income
available to common shareholders, by the weighted-average
number of common shares outstanding for the period, retroac-
tively adjusted for stock splits.

Diluted net income per share reflects the potential dilution
that could occur if securities were exercised or converted into
common stock. Diluted net income per share of common stock
assumes full conversion of the outstanding convertible notes
and bonds at the beginning of the year (or at the time of
issuance) with an applicable adjustment for related interest
expense, net of tax, and full exercise of outstanding warrants.

Cash dividends per share presented in the accompanying con-
solidated statements of income are dividends applicable to the
respective years including dividends to be paid after the end of
the year.

S. Derivatives and Hedging Activities
The Companies use derivative financial instruments to manage
their exposure to fluctuations in foreign exchange and interest
rates. Currency swap contracts, currency options and interest
rate swap contracts are utilized by the Companies to reduce for-
eign currency exchange and interest rate risks. The Companies
do not enter into derivatives for trading or speculative purposes.

Derivative financial instruments and foreign currency transac-
tions are classified and accounted for as follows:

a) all derivatives are recognized as either assets or liabilities
and measured at fair value, and gains or losses on derivative
transactions are recognized in the income statement and

b) for derivatives used for hedging purposes, if derivatives
qualify for hedge accounting because of high correlation
and effectiveness between the hedging instruments and
the hedged items, gains or losses on derivatives are
deferred until maturity of the hedged transactions.

The currency swap contracts employed to hedge foreign
exchange exposures for import transactions and the currency
options employed to hedge foreign exchange exposures for for-
eign currency loans are measured at fair value and the
unrealized gains / losses are recognized in income.

The interest rate swaps which qualify for hedge accounting and
meet specific matching criteria are not remeasured at market
value but the differential paid or received under the swap agree-
ments is recognized and included in interest expense or income.
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T. New Accounting Pronouncements
Asset Retirement Obligations—On March 31, 2008, the ASBJ pub-
lished a new accounting standard for asset retirement obligations,
ASBJ Statement No.18 “Accounting Standard for Asset Retirement
Obligations” and ASBJ Guidance No. 21 “Guidance on Accounting
Standard for Asset Retirement Obligations”. Under this accounting
standard, an asset retirement obligation is defined as a legal obli-
gation imposed either by law or contract that results from the
acquisition, construction, development and the normal operation
of a tangible fixed asset and is associated with the retirement of
such tangible fixed asset. 

The asset retirement obligation is recognized as the sum of the
discounted cash flows required for the future asset retirement and is
recorded in the period in which the obligation is incurred if a reason-
able estimate can be made. If a reasonable estimate of the asset
retirement obligation cannot be made in the period the asset retire-
ment obligation is incurred, the liability should be recognized when a
reasonable estimate of asset retirement obligation can be made.
Upon initial recognition of a liability for an asset retirement obliga-
tion, an asset retirement cost is capitalized by increasing the carrying
amount of the related fixed asset by the amount of the liability. The
asset retirement cost is subsequently allocated to expense through
depreciation over the remaining useful life of the asset. Over time,
the liability is accreted to its present value each period. Any subse-
quent revisions to the timing or the amount of the original estimate of
undiscounted cash flows are reflected as an increase or a decrease
in the carrying amount of the liability and the capitalized amount of
the related asset retirement cost. This standard is effective for fiscal
years beginning on or after April 1, 2010 with early adoption permit-
ted for fiscal years beginning on or before March 31, 2010.

Business Combinations—On December 26, 2008, the ASBJ issued
a revised accounting standard for business combinations, ASBJ
Statement No. 21, “Accounting Standard for Business Combina-
tions.” Major accounting changes under the revised accounting
standard are as follows: 
(1) The current accounting standard for business combinations

allows companies to apply the pooling of interests method of
accounting when certain specific criteria are met such that the
business combination is essentially regarded as a uniting-of-
interests. The revised standard requires to account for such
business combination by the purchase method and the pooling
of interests method of accounting is no longer allowed.

(2) The current accounting standard accounts for the research and
development costs to be charged to income as incurred. Under
the revised standard, an in-process research and development
(IPR&D) acquired by the business combination is capitalized as
an intangible asset.

(3) The current accounting standard accounts for a bargain
purchase gain (negative goodwill) to be systematically
amortized within 20 years. Under the revised standard,
the acquirer recognizes a bargain purchase gain in profit
or loss on the acquisition date after reassessing whether
it has correctly identified all of the assets acquired and all
of the liabilities assumed with a review of such proce-
dures used. 

This standard is applicable to business combinations
undertaken on or after April 1, 2010 with early adoption per-
mitted for fiscal years beginning on or after April 1, 2009.

Unification of Accounting Policies Applied to Foreign Associat-
ed Companies for the Equity Method—The current accounting
standard requires to unify accounting policies within the consol-
idation group. However, the current guidance allows to apply
the equity method for the financial statements of its foreign
associated company which have been prepared in accordance
with generally accepted accounting principles in their respec-
tive jurisdictions without unification of accounting policies.

On December 26, 2008, the ASBJ issued ASBJ Statement
No.16 (Revised 2008), “Revised Accounting Standard for Equi-
ty Method of Accounting for Investments”. The new standard
requires adjustments to be made to conform the associate’s
accounting policies for similar transactions and events under
similar circumstances to those of the parent company when
the associate’s financial statements are used in applying the
equity method unless it is impractible to determine adjust-
ments. In addition, financial statements prepared by foreign
associated companies in accordance with either International
Financial Reporting Standards or the generally accepted
accounting principles in the United States tentatively may be
used in applying the equity method if the following items are
adjusted so that net income is accounted for in accordance
with Japanese GAAP unless they are not material: 1) amorti-
zation of goodwill; 2) scheduled amortization of actuarial gain
or loss of pensions that has been directly recorded in the
equity; 3) expensing capitalized development costs of R&D; 4)
cancellation of the fair value model accounting for property,
plant, and equipment and investment properties and incorpo-
ration of the cost model accounting; 5) recording the prior
years’ effects of changes in accounting policies in the income
statement where retrospective adjustments to the financial
statements have been incorporated; and 6) exclusion of
minority interests from net income, if contained.

This standard is applicable to equity method of accounting for
investments effective on or after April 1, 2010 with early adop-
tion permitted for fiscal years beginning on or after April 1, 2009.

3. MARKETABLE AND INVESTMENT SECURITIES
Marketable and investment securities as of March 31, 2009 and 2008, consisted of the following:

CURRENT:
Debt securities

NON-CURRENT:
Equity securities
Debt securities
Other

Total

¥ 839

¥ 1,229
2,505

¥ 3,734

¥ 2,997

¥ 8,352
6,430

¥ 14,782

$ 8,561

$ 12,541
25,561

$ 38,102

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars
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Millions of yen

Securities classified as:
Available-for-sale:

Equity securities
Debt securities

Held-to-maturity

¥ 5
1

¥ 1,363
3,463

¥ 250
119

¥ 1,118
3,345

Unrealized GainsCost Unrealized Losses Fair Value

The carrying amounts and aggregate fair values of marketable and investment securities for which market quotations were avail-
able at March 31, 2009 and 2008, were as follows:

March 31, 2009

Millions of yen

Securities classified as:
Available-for-sale:

Equity securities
Debt securities

Held-to-maturity

¥ 264
3

¥ 9,246
8,966

500

¥ 1,269
42

¥ 8,241
8,927

500

Unrealized GainsCost Unrealized Losses Fair ValueMarch 31, 2008

Thousands of U.S. dollars

Securities classified as:
Available-for-sale:

Equity securities
Debt securities

Held-to-maturity

$ 51
10

$ 13,908
35,337

$ 2,551
1,214

$ 11,408
34,133

Unrealized GainsCost Unrealized Losses Fair ValueMarch 31, 2009

Securities classified as:
Available-for-sale:

Equity securities ¥ 110 ¥ 111 $ 1,122

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

Carrying Amount

Proceeds from sales of available-for-sale securities for the
years ended March 31, 2009, 2008 and 2007, were ¥5,082 million
($51,857 thousand), ¥572 million and ¥3,380 million, respectively.
Gross realized gains on these sales, computed on the moving

average cost basis, for the years ended March 31, 2007, was ¥3
million. Gross realized losses on these sales for the year ended
March 31, 2009, 2008 and 2007, were ¥3,792 million ($38,694
thousand) , ¥579 million and ¥8 million.

Due in one year or less
Due after one year through five years
Due after five years through ten years
Due after ten years

Total

¥

¥

$ 8,561
23,980

1,591
1

$ 34,133

$

$

¥ 839
2,350

156
0

¥ 3,345

Available-for-
Sale

Held-to-
Maturity

Available-for-
Sale

Held-to-
Maturity

Millions of yen Thousands of U.S. dollars

The carrying values of debt securities by contractual maturities for securities classified as available-for-sale and held-to-maturity
at March 31, 2009, are as follows:

Hybrid financial instruments of Available-for-sale-Debt securities are stated at fair value. Loss on revaluation of hybrid financial
instruments for the years ended March 31, 2009 and 2008, were ¥1,334 million ($13,612 thousand) and ¥4,326 million, respectively.

Available-for-sale and held-to-maturity securities whose fair value is not readily determinable as of March 31, 2009 and 2008, were
as follows:

4. INVESTMENTS IN LEASE
A break down of investments in lease as of March 31,2009, was as follows:

Gross lease receivables
Unearned interest income
Investments in lease

¥ 21,428
(5,133)

¥ 16,295

$ 218,653
(52,377)

$ 166,276

2009 2009
Millions of yen

Thousands of 
U.S. dollars
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6. LEASED ASSETS (lessor)
A breakdown of leased assets (lessor) as of March 31, 2008, was as follows:

Buildings
Furniture and equipment

Total
Accumulated depreciation
Accumulated impairment loss
Net leased assets

¥ 14,901
5,441

20,342
(11,674)

(25)
¥ 8,643

2008
Millions of yen

Land
Buildings
Goodwill
Furniture and equipment
Other

Total

¥ 1,611
317

3,103
142
116

¥ 5,289

¥ 64
45

¥ 109

¥ 196

27

¥ 223

$ 16,439
3,235

31,663
1,449
1,183

$ 53,969

2009 2008 2007 2009
Millions of yen

Thousands of 
U.S. dollars

Impairment losses of long-lived assets and the weighted average cost of capital for the years ended March 31, 2009, 2008 and 2007,
were as follows:

5. LONG-LIVED ASSETS
The Companies reviewed their long-lived assets for impairment
for the years ended March 31, 2009, 2008 and 2007, and, as a
result, recognized an impairment loss of ¥5,289 million ($53,969
thousand) and ¥109 million and ¥233 million on rental assets,
stores and idle assets and goodwill. The carrying amount of the
relevant fixed assets was written down to the recoverable amount.

The recoverable amount of those fixed assets was measured at
their net selling price determined by quotation from a real-estate
appraiser, and their value in use and the discount rate used for
computation of the present value of future cash flow was the
weighted average cost of capital.

Weighted average cost of capital 8.23%

2008 2007

7.71%

2009

The Company leases store buildings, which are constructed by the Company, to its franchisees under non-cancelable lease terms
generally over 20 years. In certain cases, the Company receives non-interest-bearing rental deposits from the lessees and such
rental deposits are refunded to the lessees when the lease term expires.

A finance subsidiary of the Company also leases equipment to the franchisees under non-cancelable lease agreements over 5 to 6 years.
Maturities of investment in lease for finance leases that deem not to transfer ownership of the leased property to the lessee as of

March 31, 2009, were as follows:

2010
2011
2012
2013
2014
2015 and thereafter

Total

¥ 2,612
2,452
2,208
1,965
1,584

10,607
¥ 21,428

$ 26,653
25,020
22,531
20,051
16,163

108,235
$218,653

Millions of yen
Thousands of 
U.S. dollarsYear Ending March 31
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7. GOODWILL
Goodwill at March 31, 2009 and 2008 consisted of the following:

8. RENTAL DEPOSITS AND LONG-TERM LOANS
A breakdown of rental deposits and long-term loans as of March 31, 2009 and 2008, was as follows:

RENTAL DEPOSITS TO:
Lessors for distribution facilities and stores of the Companies
Lessors for stores of franchisees
Lessors for office and other facilities

Total rental deposits
LOANS TO:

Franchisees
Other

Total loans
Allowance for doubtful receivables

Total

¥ 10,249
9,730
1,300

21,279

793
13

806
(652)

¥ 21,433

¥ 10,634
9,825
1,347

21,806

984
18

1,002
(801)

¥ 22,007

$ 104,582
99,286
13,265

217,133

8,092
132

8,224
(6,653)

$ 218,704

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

The Companies’ operations are conducted in free-standing
buildings, a substantial portion of which has been constructed to
the Company’s specifications and is leased to the Company
under non-cancelable lease terms ranging from 15 to 20 years.
The lease terms are renewable upon expiration. Usually, the
Company provides funds to the lessors in whole or in part for the
construction costs of the leased buildings in the form of rental
deposits which are non-interest-bearing.

Rental deposits are refundable over the lease term, or are
refundable upon expiration of the lease term. If the Company
cancels the lease agreements during the lease term, the out-
standing rental deposits are not refunded. The Company has not

experienced significant loss from the forfeiture of rental
deposits as a result of cancellation of the lease agreements
before expiration.

The Company has leased certain store buildings for which the
Company has made rental deposits to lessors and subleased
such stores to franchisees. The Company also receives non-
interest-bearing rental deposits from the sublessees. Such
rental deposits received are presented in long-term liabilities in
the consolidated balance sheets. Some of the above-mentioned
leases were accounted for as operating leases and rent expense
paid to the lessors and rental income from sublessees have
been set off in the consolidated statements of income.

Consolidation goodwill
Purchased goodwill

Total

¥ 418
1,013

¥ 1,431

¥ 303
4,938

¥ 5,241

$ 4,265
10,337

$ 14,602

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

The revised accounting standard for lease transactions have
requires that all finance leases that deem not to transfer owner-
ship of the leased property to the lessee shall be recognized as
investments in lease after April 1, 2008. Depreciation of leased

assets for the years ended March 31, 2008 and 2007, was ¥1,695
million and ¥1,608 million, respectively. Rental income for the
years ended March 31, 2008, and 2007, was ¥1,942 million and
¥1,798 million, respectively.

Due within one year
Due after one year

Total

¥ 1,343
11,648

¥ 12,991

2008
Millions of yen

The aggregate receivables from the lessees including equipment costs, unearned income and executory costs, which were not
recorded on the books of account, as of March 31, 2008, were as follows:
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At March 31, 2009, land of ¥288 million ($2,939 thousand) was
pledged as collateral for payables, short-term borrowings and
long term debt. 

As is customary in Japan, the Companies maintain substantial
deposit balances with banks with which they have borrowings.
Such deposit balances are not legally or contractually restricted
as to withdrawal.

General agreements with respective banks provide, as is cus-

tomary in Japan, that additional collateral must be provided
under certain circumstances if requested by such banks and
that certain banks have the right to offset cash deposited with
them against any long-term or short-term debt or obligation
that becomes due and, in case of default and certain other spec-
ified events, against all other debt payable to the banks. The
Companies have never been requested to provide any additional
collateral.

10. RETIREMENT AND PENSION PLAN
The Company has plans consisting of a non-contributory defined
contribution pension plan and a plan in which employees receive a
retirement payment portion in cash as of March 31, 2009. Sub-
sidiaries have a non-contributory defined contribution pension
plan, a retirement payment plan, a non-contributory defined ben-
efit pension plan and smaller enterprise retirement allowance
plan for employees as of March 31, 2009.

Under most circumstances, employees terminating their
employment were entitled to retirement benefits determined
based on the rate of pay at the time of termination, years of serv-
ice and certain other factors. Such retirement benefits are made
in the form of a lump-sum retirement payment from certain sub-
sidiaries and annuity payments from a trustee. Employees are
entitled larger payments if the termination is involuntary, com-
pared with termination by retirement at the mandatory retirement
age, by death, or by voluntary retirement at certain specific ages
prior to the mandatory retirement age.

The Companies have a retirement payment plan for directors
and corporate auditors. The liability for retirement benefits for
directors and corporate auditors at March 31, 2009 and 2008, is

¥294 million ($3,000 thousand) and ¥426 million, respectively. The
retirement benefits for directors and corporate auditors are paid
subject to the approval of the shareholders.

The Company also sponsors a domestic contributory welfare
pension plan of an automobile-related company group covering
substantially all of its Japanese employees. The benefits of the
welfare pension plan are based on years of service and on the
average compensation during years of service and subject to gov-
ernmental regulations. The welfare plan consists of a basic
component, which has been specified by the Japanese govern-
ment’s welfare pension regulations, and an additional component
established by the automobile-related company group.

The net assets in the fund of the welfare plan were ¥7,767 mil-
lion ($79,255 thousand) at March 31, 2008, which is the most
recent date available. The salaries of the employees of the Com-
pany for such contributory pension plan appropriated 22.6% of the
total salaries of the welfare plan at March 31, 2008. For the wel-
fare pension plan, the amounts of contributions made are
charged to income.

2010
2011
2012
2013
2014
2015 and thereafter

Total

¥ 4,317
4,539
2,056
3,863

583
1,601

¥ 16,959

$ 44,051
46,316
20,980
39,418

5,949
16,337

$ 173,051

Millions of yen
Thousands of 
U.S. dollarsYear Ending March 31

Annual maturities of long-term debt and lease obligations at March 31, 2009, were as follows:

9. SHORT-TERM BORROWINGS AND LONG-TERM DEBT
Short-term borrowings at March 31, 2009 and 2008, consisted of notes to banks and other. The annual interest rates applicable to the
short-term borrowings at March 31, 2009 and 2008, ranged from 1.5% to 1.8% and from 1.0% to 2.5%.

Long-term debt and lease obligations at March 31, 2009 and 2008, consisted of the following:

Bonds
Loans from banks and other, due serially to 2015 with interest rates ranging from

0.9% to 2.7% (2009) and from 0.9% to 3.9% (2008) and other:
Unsecured

Lease obligation
Total 

Less current portion
Long-term debt, less current portion

¥ 185

15,363
1,411

16,959
4,317

¥ 12,642

¥ 235

16,734

16,969
1,950

¥ 15,019

$ 1,888

156,765
14,398

173,051
44,051

$ 129,000

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars
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2008

The components of net periodic benefit costs for the years ended March 31, 2009, 2008 and 2007, were as follows:

Service cost
Contribution of contributory welfare pension plan
Contribution pension plan and other

Net periodic retirement benefit costs

¥ 26
336
329

¥ 691

¥ 22
324
303

¥ 649

$ 347
3,582
3,469

$ 7,398

¥ 34
351
340

¥ 725

2009 2007 2009
Millions of yen

Thousands of 
U.S. dollars

Since May 1, 2006, Japanese companies have been subject to the
Companies Act of Japan (the “Companies Act”), which reformed
and replaced the Commercial Code of Japan. The significant
provisions in the Companies Act that affect financial and
accounting matters are summarized below:
(a) Dividends
Under the Companies Act, companies can pay dividends at any
time during the fiscal year in addition to the year-end dividend
upon resolution at the shareholders meeting. For companies
that meet certain criteria such as: (1) having the Board of Direc-
tors, (2) having independent auditors, (3) having the Board of
Corporate Auditors, and (4) the term of service of the directors is
prescribed as one year rather than two years of normal term by
its articles of incorporation, the Board of Directors may declare
dividends (except for dividends in kind) at any time during the
fiscal year if the company has prescribed so in its articles of
incorporation. The company meets all the above criteria. The
Companies Act permits companies to distribute dividends-in-
kind (non-cash assets) to shareholders subject to a certain
limitation and additional requirement.  

Semiannual interim dividends may also be paid once a year upon
resolution by the Board of Directors if the articles of incorporation of
the company so stipulate. The Companies Act provides certain limi-
tations on the amounts available for dividends or the purchase of
treasury stock. The limitation is defined as the amount available for
distribution to the shareholders, but the amount of net assets after
dividends must be maintained at no less than ¥3 million.

(b) Increases / decreases and transfer of common stock,
reserve and surplus

The Companies Act requires that an amount equal to 10% of divi-
dends must be appropriated as a legal reserve (a component of
retained earnings) or as additional paid-in capital (a component of
capital surplus) depending on the equity account charged upon the
payment of such dividends until the total of aggregate amount of
legal reserve and additional paid-in capital equals 25% of common
stock. Under the Companies Act, the total amount of additional
paid-in capital and legal reserve may be reserved without limitation
of such threshold. The Companies Act also provides that common
stock, legal reserve, additional paid-in capital, other capital surplus
and retained earnings can be transferred among the accounts
under certain conditions upon resolution of the shareholders. 
(c) Treasury stock and treasury stock acquisition rights 
The Companies Act also provides for companies to purchase
treasury stock and dispose of such treasury stock by resolution
of the Board of Directors. The amount of treasury stock pur-
chased cannot exceed the amount available for distribution to
the shareholders which is determined by specific formula.

Under the Companies Act, stock acquisition rights, which
were previously presented as a liability, are now presented as a
separate component of equity. 

The Companies Act also provides that companies can purchase
both treasury stock acquisition rights and treasury stock. Such
treasury stock acquisition rights are presented as a separate com-
ponent of equity or deducted directly from stock acquisition rights.

11. EQUITY

Projected benefit obligation
Fair value of plan assets
Prepaid cost

Net liability

¥ 202
(71)

4
¥ 135

¥ 139
(41)

4
¥ 102

$ 2,061
(724)

41
$ 1,378

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

The liability (asset) for employees’ retirement benefits at March 31, 2009 and 2008, consisted of the following:

The Companies sell automobile-related products to mostly
domestic customers directly or to franchisees including certain
affiliates with which the Companies have franchise agreements.

Net sales made to franchisees for the years ended March 31,
2009, 2008 and 2007, aggregated to approximately 54%, 54% and
57% of the consolidated net sales, respectively.

Assumptions used for computation of liability for retirement benefits are not presented because the simplified method is applied.



26 AUTOBACS SEVEN

14. INCOME TAXES
The Company and its domestic subsidiaries are subject to
Japanese national and local income taxes which, in the aggre-
gate, resulted in a normal effective statutory tax rate of

approximately 41.0% for the years ended March 31, 2009, 2008
and 2007, respectively.

DEFERRED TAX ASSETS:
Receivables
Accrued enterprise taxes
Accrued bonuses
Inventories
Property and equipment
Pension and severance costs
Provision for business restructuring
Investments
Other accounts payable
Tax loss carryforwards
Unrealized losses on available-for-sale securities
Other
Less valuation allowance

Deferred tax assets
DEFERRED TAX LIABILITIES:

Property and equipment
Undistributed earnings of associated companies
Effect of application of revised accounting standard for lease transactions
Other

Deferred tax liabilities
Net deferred tax assets

¥ 92
203
296

1,030
4,655

170
11

2,215
300

4,653
417
742

(5,663)
9,121

881
239

95
1,215

¥ 7,906

$ 11,786 
357 

2,939 
12,429 
54,969 

1,204 
19,684 
18,725 

1,837 
50,010 

1,469 
7,755 

(62,980)
120,184 

8,980 
3,133 
8,612 
1,765 

22,490 
$ 97,694 

¥ 1,155 
35 

288 
1,218 
5,387 

118 
1,929 
1,835 

180 
4,901 

144 
760 

(6,172)
11,778 

880
307
844
173

2,204
¥ 9,574 

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

The tax effects of significant temporary differences and loss carryforwards which resulted in deferred tax assets and liabilities at
March 31, 2009 and 2008, were as follows:

A reconciliation between the normal effective statutory tax rate for the years ended March 31, 2009, 2008 and 2007, and the actual
effective tax rate reflected in the accompanying consolidated statements of income is as follows:

Normal effective statutory tax rate
Expenses not deductible for income tax purposes
Per-capita inhabitants’ tax
Changes in valuation allowance
Amortization of goodwill
Other-net

Actual effective tax rate

41.0%
1.6
1.5

21.0
3.6
0.4

69.1%

41.0%
0.5
0.4
5.0

(1.4)
45.5%

(41.0)%
2.3 
2.1 

19.9 
3.6 

(0.5)
(13.6)%

2009 2008 2007

13. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
The main components of “Selling, general and administrative expenses” for the fiscal years ended March 31, 2009, 2008, and 2007,
were as follows:

Employee salaries & allowances
Provision for retirement allowance
Rent payment
Depreciation
Provision for allowance for doubtful receivables

¥ 22,452
650

6,233
3,761

106

$ 270,010
7,398

91,388
51,673

939

¥ 26,168
691

8,915
4,821

268

2008

¥ 26,461
725

8,956
5,064

92

2009 2007 2009
Millions of yen

Thousands of 
U.S. dollars

Year Ending March 31
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15. LEASES
The Companies lease certain machinery, computer equipment,
office space and other assets.

Total rental expense for the years ended March 31, 2009, 2008
and 2007, was ¥9,373 million ($95,643 thousand), ¥9,470 million
and ¥6,842 million, respectively, including ¥423 million ($4,316
thousand), ¥142 million and ¥199 million, of lease payments
under finance leases.

Certain land and buildings are treated as finance leases under
the revised accounting standard for lease transactions, which

were treated as operating leases under the previous accounting
standard. As a result, land and buildings noted in the pro forma
information increased compared to prior year. 

Pro forma information of leased property such as acquisition
cost, accumulated depreciation, obligations under finance lease,
depreciation expense, interest expense of finance leases that do
not transfer ownership of the leased property to the lessee on an
“as if capitalized” basis for the years ended March 31, 2009 and
2008 is as follows:

Acquisition cost
Accumulated depreciation

Net leased property

¥ 69
49

¥ 20

¥ 4,511
1,969

¥ 2,542

¥ 100
50

¥ 50

Equipment Furniture
Building and

Land

¥ 4,680
2,068

¥ 2,612

Total

¥ 102
41

¥ 61

Equipment

¥ 314
247

¥ 67

Furniture

¥ 30
27

¥ 3

Others

¥ 446
315

¥ 131

Total

As of March 31, 2009
Millions of yen

As of March 31, 2008
Millions of yen

Acquisition cost
Accumulated depreciation

Net leased property

$ 1,020
510

$ 510

Equipment

$ 704
500

$ 204

Furniture

$46,031
20,092

$25,939

Building and
Land

$47,755
21,102

$26,653

Total

As of March 31, 2009
Thousands of U.S. dollars

Due within one year
Due after one year

Total

¥ 224
2,894

¥ 3,118

¥ 68
73

¥ 141

$ 2,285
29,531

$ 31,816

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

Obligations under finance lease contracts:

At March 31, 2009, certain subsidiaries have tax loss carryforwards aggregating approximately ¥17,823 million ($181,867 thousand)
which are available to be offset against taxable income of such subsidiaries in future years. These tax loss carryforwards, if not uti-
lized, will expire as follows:

2010
2011
2012
2013
2014
2015
2016 and thereafter

Total

¥ 995 
1,117 
1,015 

247 
800 
458 

13,191 
¥ 17,823 

$ 10,153 
11,398 
10,357 

2,520 
8,163 
4,674 

134,602 
$ 181,867 

Millions of yen
Thousands of 
U.S. dollarsYear Ending March 31

2009

Depreciation expense and interest expense under finance lease contracts:

Depreciation expense
Interest expense

Total

¥ 131
8

¥ 139

¥ 176
12

¥ 188

$ 2,827
1,724

$ 4,551

2008

¥ 277
169

¥ 446

2009 2007
Millions of yen

Thousands of 
U.S. dollars
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Basic EPS:
Net income available to common shareholders

Yen U.S. dollars

17. NET INCOME PER SHARE
Basic and diluted net income per share (“EPS”) for the years ended March 31, 2009, 2008 and 2007, are as follows:

37,631 ¥ (90.29) $ (0.92)

Weighted 
average shares

¥ (3,398)

Net income

Millions of yen Thousands

For the year ended March 31, 2009 EPS

16. DERIVATIVES
The Companies enter into exchange option and currency swap
contracts and interest rate swap contracts to manage their foreign
currency and interest rate exposures on receivables and payables.

All derivative transactions are entered into to hedge foreign cur-
rency and interest rate exposures incorporated within their
business. Accordingly, market risk in these derivatives is basically
offset by opposite movements in the value of hedged assets or lia-
bilities.

Because the counterparties to these derivatives are limited to
major international financial institutions, the Companies do not
anticipate any losses arising from credit risk.

Derivative transactions entered into by the Companies have
been made in accordance with internal policies which define the
authorization and credit limit amount.

The companies had the following derivative contracts outstand-
ing as of March 31, 2009 and 2008:

Currency swap contracts ¥ 1,566 ¥ (2) ¥ (2)

2009
Contract Amount Fair Value Unrealized Loss

Millions of yen

Currency swap contracts ¥ 2,817 ¥ (144) ¥ (144)

2008
Contract Amount Fair Value Unrealized Loss

Millions of yen

Currency swap contracts $ 15,980 $ (20) $ (20)

2009
Contract Amount Fair Value Unrealized Loss

Thousands of U.S. dollars

Interest rate swap contracts which qualify for hedge accounting for the year ended March 31, 2009 and 2008, are excluded from the
disclosure of market value information.

The contract or notional amounts of derivatives which are shown in the above table do not represent the amounts exchanged by the
parties and do not measure the Companies’ exposure to credit or market risk.

The minimum rental commitments under non-cancelable operating leases at March 31, 2009 and 2008, were as follows:

Due within one year
Due after one year

Total

¥ 3,753
31,692

¥ 35,445

¥ 55
171

¥ 226

$ 38,296
323,388

$ 361,684

2009 2008 2009
Millions of yen

Thousands of 
U.S. dollars

Depreciation expense and interest expense, which were not reflected in the accompanying consolidated statements of income,
were computed by the straight-line method and the interest method, respectively.
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EPS

Basic EPS:
Net income available to common shareholders

Effect of dilutive securities
Diluted net income

38,347
107

38,454

¥ 239.01

¥ 238.34

Weighted 
average shares

¥ 9,165

¥ 9,165

Net income

Millions of yen Thousands Yen

For the year ended March 31, 2007

18. SEGMENT INFORMATION

Basic EPS:
Net income available to common shareholders

Effect of dilutive securities
Diluted net income

Yen

38,231
48

38,279

¥ 38.37

¥ 38.33

Weighted 
average shares

¥ 1,467

¥ 1,467

Net income

Millions of yen Thousands

For the year ended March 31, 2008 EPS

Sales and Operating Income (loss):
Sales to outside customers
Intersegment sales

Total
Operating expenses
Operating income (loss)
Assets

¥ 259,144 

259,144 
254,054 

5,090 
¥ 224,168 

Consolidated

Millions of yen

¥ (482)
(482)
(482)

¥ 14,855 

Elimination
or Corporate

¥ 259,144 
482 

259,626 
254,536 

5,090 
¥ 209,313 

Total

¥ 3,216 
101 

3,317 
3,566 

(249)
¥ 2,103 

Asia

¥ 7,869 

7,869 
8,394 

(525)
¥ 3,666 

Europe

¥ 15,759 

15,759 
18,098 
(2,339)

¥ 7,039 

North 
America

¥ 232,300 
381 

232,681 
224,478 

8,203 
¥ 196,505 

JapanFor the year ended March 31, 2009

Sales and Operating Income (loss):
Sales to outside customers
Intersegment sales

Total
Operating expenses
Operating income (loss)
Assets

$ 2,644,327 

2,644,327 
2,592,388 

51,939 
$ 2,287,429 

Consolidated

Thousands of U.S. dollars

$ (4,918)
(4,918)
(4,918)

$ 151,582 

Elimination
or Corporate

$ 2,644,327 
4,918 

2,649,245 
2,597,306 

51,939 
$ 2,135,847 

Total

$ 32,817 
1,030 

33,847 
36,388 
(2,541)

$ 21,459 

Asia

$ 80,296 

80,296 
85,653 
(5,357)

$ 37,408 

Europe

$ 160,806 

160,806 
184,673 
(23,867)

$ 71,827 

North 
America

$ 2,370,408 
3,888 

2,374,296 
2,290,592 

83,704 
$ 2,005,153 

JapanFor the year ended March 31, 2009

Sales and Operating Income (loss):
Sales to outside customers
Intersegment sales

Total
Operating expenses
Operating income (loss)
Assets

¥ 266,430

266,430
259,493

6,937
¥ 234,126

Consolidated

Millions of yen

¥ (597)
(597)
(597)

¥ 18,700

Elimination
or Corporate

¥ 266,430
597

267,027
260,090

6,937
¥ 215,426

Total

¥ 3,816
143

3,959
4,104
(145)

¥ 2,445

Asia

¥ 8,612

8,612
9,440
(828)

¥ 8,359

Europe

¥ 15,733

15,733
18,120
(2,387)

¥ 8,779

North 
America

¥ 238,269
454

238,723
228,426

10,297
¥ 195,843

JapanFor the year ended March 31, 2008

A. Industry Segments
The Companies are primarily engaged in the sale of automobile-
related goods and parts. Sales and total assets of the
automobile-related goods and parts for the years ended, and as of
March 31, 2009, 2008 and 2007 represented more than 90% of con-
solidated sales and total assets of the respective years.
Accordingly, industry segment information is not presented herein.

B. Geographical Segments
Domestic sales and total assets of the Companies for the year
ended, and as of March 31, 2007 represented more than 90% of
consolidated sales and total assets of 2007. Accordingly, geo-
graphical segment information is not presented herein.

Geographical segment information for the years ended March
31, 2009 and 2008 was as follows:



1. The classification of overseas sales area segments is made according to geographical distances.

2. Countries/regions in the regional segmentation above
North America: U.S.A
Europe: France
Asia: China,Taiwan,Thailand and Singapore

3. Corporate assets included in the Elimination or Corporation line item were ¥23,468 million, consisting mainly of financial assets of
the Company (cash and time deposits, short-term investments in securities, and investments in securities), and assets related to
administrative operations.
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19. SUBSEQUENT EVENTS
a. The general shareholders’ meeting held on June 25, 2009, resolved the following appropriations of retained earnings as of March 31, 2009:

Year-end cash dividends, ¥50 ($0.5) per share ¥ 1,873 $ 19,112
Millions of yen

Thousands of 
U.S. dollarsYear ending March 31

b. At the Board of Directors held on May 15, 2009, the Board
approved the repurchase of common stock up to a maximum
of 1,600,000 shares to the aggregate amount of ¥5,600 million
($57,143 thousand).

By June 26, 2009, the Company repurchased 959,800
shares of common stock for ¥3,172 million ($32,367 thousand)
in the market.

c. At the Board of Directors held on May 15, 2009, the Board
approved the cancellation 1,800,971 shares of treasury stock
and carried it out on May 22, 2009. 

d. AUTOBACS STRAUSS INC. (a wholly owned, indirect subsidiary of
the Company) and AUTOBACS U,S,A., INC. (a wholly owned sub-
sidiary of the Company), which owns all shares in AUTOBACS
STRAUSS INC., both applied for the application of the bankruptcy
proceedings under Chapter 11, Title 11 of the U.S. Code on Feb-
ruary 4, 2009 and have undertaken the necessary procedures.

In the bankruptcy proceedings for AUTOBACS U.S.A., INC., the
process of auctioning the shares in AUTOBACS STRAUSS INC.,
which are assets held by AUTOBACS U.S.A., INC., was performed
under the jurisdiction of the United States Bankruptcy Court, Cali-

fornia. The court, by order, approved the transfer of the shares to
GRL Capital Advisors, LLC, a third party that had not had a capital
relationship with the Company, on June 12, 2009 (local time).

Details are as follows:

1. The transferee company: GRL Capital Advisors, LLC
2. Date of court order: June 12, 2009 (local time)
3. Details of AUTOBACS STRAUSS INC.

(1) Head office location: 2711 Centerville Road, Suite 400,
Wilmington, New Castle, DE 19808, U.S.A.

(2) Principal business: Retail sales of automotive parts and
accessories

(3) Business relationship between AUTOBACS STRAUSS INC.
and the Company: loan and products supplement

4. Aggregate number of shares to be transferred: 1,000 shares
5. Aggregate transfer price of shares: $7,500
6. Percentage of shares indirectly held after the transfer: 0%

The effect of the share transfer on the Companies results is
immaterial.

Sales to foreign customers
Consolidated sales
Sales to foreign customers as a percentage to consolidated sales

$ 269,949
2,644,327

Total

Thousands of 
U.S. dollarsMillions of yen

¥ 26,455
259,144

10.2%

Total

¥ 2,826

1.1%

Asia

¥ 7,870

3.0%

Europe

¥ 15,759

6.1%

North 
AmericaFor the year ended March 31, 2009

Note: “Sales to Foreign Customers” represents net sales and other operating revenue of consolidated subsidiaries in countries and
areas outside of Japan.

C. Sales to Foreign Customers
Sales to foreign customers of the Companies for the year ended
March 31, 2007 represented less than 10% of consolidated sales
of 2007. Accordingly, information on sales to foreign customers

is not presented herein.
Information on sales to foreign customers for the years ended

March 31, 2009 and 2008 was as follows: 

Sales to foreign customers
Consolidated sales
Sales to foreign customers as a percentage to consolidated sales

Millions of yen

¥ 27,471
266,430

10.3%

Total

¥ 3,125

1.2%

Asia

¥ 8,612

3.2%

Europe

¥ 15,734

5.9%

North 
AmericaFor the year ended March 31, 2008
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Independent Auditors’ Report

To the Board of Directors and Shareholders of 
AUTOBACS SEVEN CO., LTD.:

We have audited the accompanying consolidated balance sheets of AUTOBACS SEVEN CO., LTD. and subsidiaries (the “Com-
pany”) as of March 31, 2009 and 2008, and the related consolidated statements of income, changes in equity, and cash flows
for each of the three years in the period ended March 31, 2009, all expressed in Japanese yen. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consoli-
dated 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 misstate-
ment. 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 eval-
uating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of AUTOBACS SEVEN CO., LTD. and consolidated subsidiaries as of March 31, 2009 and 2008, and the con-
solidated results of their operations and their cash flows for each of the three years in the period ended March 31, 2009, in
conformity with accounting principles generally accepted in Japan.

As discussed in Note 2.C, effective April 1, 2006, the consolidated financial statements have been prepared in accordance with
the new accounting standard for business combinations.

As discussed in Note 2.B, F and N, effective April 1, 2008, the consolidated financial statements have been prepared in accor-
dance with the new accounting standards for Unification of Accounting Policies Applied to Foreign Subsidiaries for the
Consolidated Financial Statements, Inventories and leases.
As discussed in Note 19.d, the jurisdiction of United States Bankruptcy Court, California, by order, approved the transfer of the
shares in AUTOBACS STRAUSS INC., on June 12, 2009 (local time).

Our audits also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made in conformity with the basis stated in Note 1. Such U.S. dollar amounts are presented solely for the
convenience of readers outside Japan.

June 25, 2009


