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CONSOLIDATED SIX-YEAR SUMMARY

AUTOBACS SEVEN Co., Ltd. and Subsidiaries

Fiscal year ended on March 31

Millions of yen, except per share data

for each displayed year 2004 2005 2006 2007 2008 2009
FISCAL YEAR
Net sales:
Tires and wheels ¥ 45514 | ¥ 45,966 | ¥ 50,025 | ¥ 50,878 | ¥ 52,485 | ¥ 52,587
Car electronics 67,346 65,359 69,185 68,904 66,900 63,707
Oil and batteries 17,653 16,565 17,342 17,686 25,456 26,334
Car exterior goods 24,137 23,257 25,763 23,644 30,538 28,458
Car interior goods 20,318 20,347 22,280 23,686 25,070 23,673
Motor sports goods and others 52,110 55,286
Motor sports goods 22,035 20,109 19,733 17,382
Services 13,255 14,344 18,065 18,472
Others 20,322 23,281 28,182 28,528
Total 227,078 226,780 240,207 242,532 266,430 259,144
Operating income 6,211 7,368 13,638 12,220 6,937 5,090
(Loss) income before income taxes
and minority interests 9,627 6,876 13,866 16,549 4,972 (3,938)
Net (loss) income 5,444 2,928 7,861 9,165 1,467 (3,398)
Dividends paid 1,303 1,384 1,775 2,075 2,294 4,547
Consolidated dividend payout ratio 24.0% 56.4% 24.7% 24.3% 260.6% —
Return on sales 2.4% 1.3% 3.3% 3.8% 0.6% (1.3%)
Return on equity 3.7% 2.0% 5.1% 5.6% 0.9% (2.1%)
Return on assets 2.8% 1.4% 3.6% 3.9% 0.6% (1.5%)
Per share data (Yen):
Basic net (loss) income ¥ 14980 | ¥ 79.85 | ¥ 210.36 | ¥ 239.01 ¥ 38.37 | ¥ (90.29)
Cash dividends 36.00 45.00 52.00 58.00 100.00 100.00
Cash flow provided by (used in) operating activities ¥ 13,808 | ¥ 10,980 | ¥ 24,137 | ¥ 17,216 | ¥ [(646) | ¥ 7,028
Cash flow provided by (used in) investing activities (646) (1,277) (26,997) (7,102) (7,993) 4,543
Cash flow (used in) provided by
financing activities 4,605 237 5,177 (4,698) (729) (9,259)
Capital expenditures 7,894 6,349 11,400 10,356 9,753 4,719
Depreciation and amortization 5,957 5,620 5,068 6,471 7,463 6,347
AT YEAR-END
Cash and cash equivalents ¥ 41155 | ¥ 51,150 | ¥ 53,622 | ¥ 59,227 | ¥ 49,638 | ¥ 51,749
Current assets 94,359 104,214 112,020 119,265 117,407 136,968
Current liabilities 33,684 34,610 44,046 48,882 43,571 44,842
Current ratio 280.1% 301.1% 254.3% 244.0% 269.5% 305.4%
Total assets 202,761 203,225 227,707 240,628 234,126 224,168
Equity 147,533 148,983 161,536 167,995 164,336 154,763
Equity ratio 72.8% 73.3% 70.9% 69.8% 70.2% 69.0%
Total number of stores 528 530 533 544 648 635
Of which, overseas stores 11 12 19 21 117 116
Number of employees 4,008 4,023 4,406 4,621 6,492 5,933
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REVIEW OF FISCAL 2009

OPERATIONAL REVIEW

THE AUTOBACS CONSOLIDATED GROUP

The AUTOBACS Consolidated Group consists of AUTOBACS
SEVEN Co., Ltd. (the Company], 55 consolidated sub-
sidiaries, and seven affiliates by the equity method. The
Group is mainly engaged in the wholesale and retail sales
of automotive goods and accessories in Japan and over-
seas, as well as statutory safety inspection and maintenance
services, purchase and sales of automobiles, and loan and
credit services. The Group also provides services for its
franchisee companies, including money-lending, store
equipment leasing, consulting, back-office agency work,
advertising agency, IT support, and casualty insurance
services, as well as the operation of driving schools.

In the automotive goods and services business, the
Group’s main store brands are AUTOBACS, Super AUTO-
BACS, AUTO HELLOES, AUTOBACS Hashiriya Tengoku
Secohan Ichiba, and AUTOBACS EXPRESS. In the auto-
mobile purchase and sales business, its brand is
AUTOBACS C@RS. [Please see pages 24 and 25 of the
main section for a summary of store numbers and for-
mats]. In the motorcycle goods business, its brand is
RICOLAND. (The Company transferred the headquarters
of its motorcycle goods franchise chain business in
December 2008.) The Group generates revenue through
three business segments: wholesale operations, retail
operations, and others.

*Wholesale Operations

In wholesale operations, the Group generates revenue
from wholesale of automotive goods to franchisees and
receives royalties paid by franchisees.

*Retail Operations

In retail operations, revenue is generated through the provi-
sion of goods and services by stores that are managed by
the Company directly or by its consolidated subsidiaries.
*Others

Revenue in this segment includes rental income from the
lease of real estate and equipment to franchisees.

Stores

2008 2009

Stores included in consolidation
(retail operations)
Directly managed stores 19 17

Consolidated subsidiaries

(of which, overseas) 226 (105) 221 (97)
Stores managed by consolidated
affiliates (of which, overseas) 37 (4] 37 (4)
Subtotal 282 275
Stores not included in consolidation
Stores managed by franchisees,
including stores of affiliates
(of which, overseas) 3366 (8] 360 (15)
Total stores (of which, overseas) 648 (117)  635(116)

Franchise System

eFranchise Contracts

As the headquarters for franchisees, the Company grants
franchisees the rights to use its trade name and corporate
image and provides management know-how and infrastruc-
ture needed for store operations. In return, franchisees pay
the Company royalties. Franchisees manage operations
based on support and guidance from the headquarters. The
aim of the franchise contracts is to ensure the mutual pros-
perity of the Company and franchisees.

*Royalties

Stores pay a portion of their monthly store sales to the
Company that is calculated based on a fixed rate. The
fixed rate is 1.0% for AUTOBACS, Super AUTOBACS, and
AUTO HELLOES; 7.0% for AUTOBACS Hashiriya Tengoku
Secohan Ichiba stores; and 3.0% for used cars sold by
AUTOBACS C@RS outlets.

eStore Land and Buildings

Much of the land and buildings occupied by the entire Chain
are not owned by the Company. In many cases, the fran-
chisee or the landowner constructs a building on the land,
and the property is then rented by the franchisee or the
Company under a rental agreement. In cases where the
landowner constructs the building, the Company provides
money guarantees to the landowner. This is because build-
ings constructed to AUTOBACS' specifications cannot easily
be adapted for other purposes. (For more details, please see
note on rental deposits on page 23 of the financial section.)

Sales of Main Three Store Types
¥ billion; Stores

2007 2008

AUTOBACS Sales 192.3 186.0
Stores 399 397

Super AUTOBACS Sales 88.4 87.2
Stores 74 77

AUTO HELLOES Sales 3.1 2.5
Stores 10 8

Total Sales 283.8 275.7
Stores 483 482

ANALYSIS OF OPERATING ENVIRONMENT
Japan’s market for automotive goods and services has been
shrinking since around fiscal 1997. It is estimated that retail
sales in that market totaled ¥3,057 billion in fiscal 1997. In
the year under review, that amount fell to ¥1,912.3 billion*.
This market shrinkage has stemmed mainly from stepped-
up efforts by automakers to offer new vehicles with various
equipment and accessories as standard, as well as falling
sales prices in general. In recent years, moreover, the motor
sports goods market has diminished, due mainly to chang-
ing attitudes among young people towards car ownership.

*Reference: AM-NETWORK, August 2001 and August 2009 issues
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Domestic Store Consolidation

(SB: scrap and rebuild; RL: relocation) Stores

Year Ended March 2009

First Half Second Half

March 31,2008 Newstores ~ AB->SA S/BR/L  Storesclosed Newstores ~ AB->SA  S/BR/L  Storesclosed  March 31,2009
AUTOBACS (AB) 399 +2 -2 +2/-2 -2 +2 +5/-5 -2 397
Super AUTOBACS (SA) 74 +2 +1 77
AUTO HELLOES (AH) 10 -2 8
AUTOBACS Hashiriya Tengoku
Secohan Ichiba [SH) 31 +1 -1 -1 30
AUTOBACS EXPRESS 9 +1 -4 6
RICOLAND 8 -7* 1
Total (Japan) 531 +4 0 0 -3 +3 0 0 -16 519
* Decreased due to transfer of RICOLAND headquarters and stores.
Overseas Store Consolidation its overseas operations, meanwhile, the Company reeval-

stores  Uated various conditions to determine business trends

Year Ended March 2009

March 31,2008 First Half Second Half March 31, 2009

United States 89 +1/-1 -6 83
France 9 +2 +1 12
China 12 +1 -1 12
Taiwan 4 4
Thailand 2 +1 3
Singapore 1 +1 2
Total (Overseas) 117 +5 -6 116

FISCAL 2009—OVERVIEW AND ACHIEVEMENTS
Performance Overview

In fiscal 2009, ended March 31, 2009, the overall operat-
ing environment was extremely challenging due to the
deepening economic slump, as well as increasing
restraint among consumers in their automobile-related
spending due to surging gasoline prices from spring
through autumn of 2008. Other factors included light
snowfalls along Eastern Japan. On a positive note, how-
ever, demand for electronic toll collection (ETC] devices
increased toward the end of the period, due to the gov-
ernment’s decision to lower expressway tolls and
subsidize the purchase of ETC devices as part of its addi-
tional economic stimulus measures.

Facing these challenges, the AUTOBACS Group under-
took initiatives under its new mid-term business plan
aimed at improving operational efficiency and strength-
ening corporate governance. One key policy of the plan is
to reinforce the domestic franchise chain business.
Based on this policy, we continued advancing the three
core pillars of our operations—automotive goods and
services, statutory safety inspection and maintenance
services, and car sales and purchases—to improve cus-
tomer recognition of our corporate brand under the
slogan, “Anything about cars, you find at AUTOBACS.” In

and took actions accordingly.

eSales by Domestic Chain

With respect to automotive goods and services at AUTO-
BACS stores in Japan, the Group strengthened its lineup
of low-priced tires, including private brand offerings, and
ran an intensive sales campaign involving newspaper
advertisements. In car electronics, we strove to expand
our share of the growing market for portable navigation
devices by bolstering our lineup. We also recorded healthy
sales of child safety seats due to legislation mandating
use of seatbelts by rear-seat passengers, as well as ETC
equipment, which saw a surge in demand as expressway
tolls were lowered. As the sales promotion activity, we
continued developing more female-friendly sales atmos-
phere in each store as part of a project encouraging
female customers to visit our stores. In October 2008,
meanwhile, we launched a points-based alliance with T
Card, thus extending our marketing activities to cus-
tomers who have not yet visited AUTOBACS stores.
However, sales of snow tires, tire chains, and other sea-
sonal merchandises declined due to light snowfalls along
Eastern Japan during the winter. Sales of motor sports
goods and car audio equipments also decreased, reflect-
ing sluggish demand, while sales of high-priced in-dash
car navigation systems were down as a result of the mar-
ket transition to portable navigation systems. Together,
these factors had a significant effect on overall sales.

In the field of statutory safety inspections and mainte-
nance services, the number of cars that underwent
statutory inspections at our stores increased by 15.5%
from the previous year, to 389,407. This was attributable
to anincrease in the number of designated and certified
statutory inspection locations (282 centers at fiscal year-
end, up by 17 from a year earlier], as well as sales
promotion activities via nationwide television advertise-
ments and the impact of telephone solicitation calls
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initiated by the Company. As a result, total sales from
automotive goods and services and statutory safety
inspection and maintenance services provided by our
mainstay stores—AUTOBACS, Super AUTOBACS, and
AUTO HELLOES—declined by 2.9% year-on-year overall
and by 3.3% on a same-store basis.

In the area of car sales and purchases, the number of
vehicle sales, including sales from franchisee companies
to the Group, rose by 2.9% year-on-year, to 21,241 units.
This increase was attributable to the growing number of
stores adopting the Sugokai used car purchasing system,
introduced in the previous fiscal year, and the use of televi-
sion advertising to increase recognition. However, overall
sales slowed down in the second half of the period, due to
the worldwide slump in the automotive market, which
pushed down the trading volume of used cars, as well as
our reassessment of our involvement in this business.

With respect to store consolidation, the Chain newly
opened a total of seven stores: four AUTOBACS stores,
one Super AUTOBACS store, one AUTOBACS Hashiriya
Tengoku Secohan Ichiba store, and one AUTOBACS
EXPRESS store. Meanwhile, we closed a total of 12 stores:
four AUTOBACS stores, two AUTO HELLOES stores, two
AUTOBACS Hashiriya Tengoku Secohan Ichiba stores, and
four AUTOBACS EXPRESS stores. We also transformed
two stores from an AUTOBACS to a Super AUTOBACS,
and we carried out scrap-and-build programs and reloca-
tion of seven AUTOBACS stores. In the motorcycle goods
business, we had eight RICOLAND stores at the beginning
of the period. During the year, however, we transferred
headquarters of this business and spun off six of our
RICOLAND franchised operations and also sold one of our
directly managed stores. At fiscal year-end, therefore,
there was only one directly managed RICOLAND store in
operation. Consequently, the overall domestic network
including franchise stores at fiscal year-end consisted of
519 stores, down 12 from a year earlier.
eOverseas Business
In North America, the Group focused on strengthening its
lineup of low-priced merchandise and replacement parts
at STRAUSS Discount AUTO, an automotive goods and
services specialty chain operating on the U.S. East Coast,
in order to improve store quality and bolster sales. As a
result, same-store sales in the first half of the period
increased year-on-year. Subsequently, however, sales
growth slowed as the economic downturn gathered
momentum in the autumn of 2008. On the West Coast, we
opened one new store near Los Angeles, but sales
remained weak due to high gasoline prices, sluggish con-
sumer demand, and the declining ability of commercial
facilities to attract customers. As a result, net sales in
North America edged up 0.1%, to ¥15.8 billion yen. The
Group reported an operating loss of ¥2.3 billion on its

North American business, decreased by ¥48 million from
the previous year. Earnings were affected by added costs
associated with the opening of new stores.

In Europe, the Group posted an increase in sales on a
local currency basis owing to the opening of three new
stores in France, growing recognition of the AUTOBACS
brand, and enhanced store selling environments. Due to
the yen's appreciation against the euro, however, sales in
Europe declined by 8.6%, to ¥7.9 billion. Nevertheless, the
regional operating loss decreased by ¥0.3 billion to ¥0.5
billion, thanks to an improved gross margin following a
revision of unit sales prices, as well as reductions in sell-
ing, general, and administrative expenses.

In Asia, we reported healthy sales in Thailand, Singa-
pore, and Taiwan. During the year, we opened one new
store in Thailand and another in Singapore. In China, we
also opened a new store, which helped boost sales on a
local currency basis above the previous year's level. How-
ever, growth of same-stores sales in China waned in
tandem with the economic slowdown. As a result, total
sales in Asia declined by 16.2%, to ¥3.3 billion, due to for-
eign exchanges factors, the sale of shares in a Taiwanese
subsidiary, and the exclusion of a consolidated Taiwanese
subsidiary from the scope of consolidation in the fourth
quarter. The regional operating loss increased by ¥0.1 bil-
lion, to ¥0.2 billion, due to higher business development
costs, including costs for new store openings.

Progress of Mid-Term Business Plan

Under its new mid-term business plan, announced in
May 2008, the Company shifted its management policy
from business expansion, which had been pursued
through the previous fiscal year, to a focus on profitability.
Guided by the plan, we have been implementing meas-
ures aimed at strengthening our business strategy,
financial strategy, and corporate governance system.
eBusiness Strategy

Under our current business strategy, we are pursuing
three key initiatives: reinforce the franchise chain busi-
ness in Japan, reassess overseas businesses, and
increase the efficiency of headquarters functions and
expenditures.

With respect to reinforcing the franchise chain busi-
ness in Japan, the Company focused on improving
profitability of stores, rebuilding its area strategy, and
reviewing new domestic businesses (fuel business,
motorcycle goods business, and automobile driving
school business). To improve profitability of stores, we
took steps to strengthen sales of maintenance-related
items, centering on tires, oil, and batteries. At the same
time, we sought to bolster store revenues and gross mar-
gins by stepping up sales promotion for our statutory
safety inspection and maintenance services, while
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reassessing store costs. To rebuild our area strategy, we
revamped our management structure to enhance prof-
itability and efficiency. Initiatives here included
rationalization of subsidiaries and sale of stores aimed at
strengthening the competitiveness of each store in its
local area. In reviewing new domestic businesses, the
Company decided to withdraw from the fuel business and
motorcycle goods business, which were judged to make
little contribution to the domestic franchise business and
have minimal growth potential in the future. Consequent-
ly, we liquidated subsidiaries associated with these
businesses and sold the related businesses.

With respect to reassessing its overseas businesses, the
Company examined each overseas operation from the per-
spectives of market growth potential and our competitive
superiority. As a result, we decided to withdraw our support
of two U.S. subsidiaries—AUTOBACS U.S.A., Inc. and AUTO-
BACS STRAUSS Inc.—based on our conclusion that these
subsidiaries would have difficulty establishing a competitive
edge and would be unable to improve their earnings in the
short term given the depressed state of the economy and
the automotive industry. Those two subsidiaries have filed
for bankruptcy proceedings under Chapter 11 of U.S. bank-
ruptcy laws. Both subsidiaries are expected to be removed
from the scope of consolidation as their shares are sold off
in the course of the bankruptcy process. The discussion for
the possibility of the Company’s debt collection is to be
advanced with the parties concerned.

With respect to its business in Taiwan, the Company
sold all of its shares in a Taiwanese subsidiary after con-
sidering the growth potential of that market. We also
examined our operations in France, Thailand, and Singa-
pore, and we decided to continue those businesses as it
would be difficult to sell them under current market con-
ditions. For the time being, therefore, we will focus on
improving their profitability and corporate value, and will
determine their business direction at the appropriate
time. Meanwhile, our subsidiary in France posted a ¥3.2
billion impairment loss on goodwill at the end of the fiscal
year under review. Regarding our business in China, we
have decided to continue operations in light of that
nation’s high market growth potential. Going forward, we
will strive to rebuild a business model in the future by
changing the management structure.

With respect to making the headquarters functions
and expenditures more efficient, the Company took
measures to cut expenses of its headquarters and busi-
ness offices. We also rationalized functions that were
dispersed or duplicated by the Company and its shared
service subsidiaries to improve operational efficiency and
cut costs. In addition, we implemented an early retire-
ment program for employees as part of our business
portfolio restructuring. A total of 39 employees have

opted for early retirement under the program.

eFinancial Strategy

With respect to its financial strategy, the Company is
working to improve asset and capital efficiency. To this
end, during the year we sold investment securities,
including all of our shareholdings in Halfords Group Plc
of the United Kingdom, which had a low business correla-
tion with the Group. We also sold welfare facilities and
other assets that were not fully utilized. In addition, the
Company carried out a share buyback in accordance with
its policy of enhancing returns to shareholders while
maintaining proper financial stability.

*Reinforcing Corporate Governance

With respect to enhancing its corporate governance sys-
tem, the Company appointed two additional outside
directors and one outside auditor, following a resolution
made at the General Meeting of Shareholders held in
June 2008. As a result, four of our nine directors and
three of our five corporate auditors come from outside
the Company. Through these appointments, we have
boosted the effectiveness of deliberation in Board of
Directors meetings and improved the decision-making
process. Moreover, we have a Governance Committee,
consisting of the representative director and outside
directors, to strengthen its corporate governance system.
The Committee examines management issues identified
by the Board of Directors and presents proposals to the
Board on an ongoing basis.

Fiscal 2010 Outlook

In the year ending March 2010, we envisage a challenging
business environment, with various factors having both
positive and negative effects on our operations. On the
negative side, we expect consumer sentiment to remain
weak and sales of new vehicles to decline as the domestic
economy languishes. On a positive note, however, we look
forward to an increase in demand for car maintenance
services stemming from rising vehicle use brought about
by lower expressway tolls and stable gasoline prices.

In this environment, we will pursue a number of initia-
tives under our slogan of “Anything about cars, you find at
AUTOBACS.” These include (1) enhancing store competi-
tiveness by improving sales of automotive goods and
services; (2] strengthening sales of maintenance-related
goods, such as tires, oil, and batteries, by bolstering rela-
tionships with customers of our statutory safety
inspection and maintenance services; and (3) improving
productivity through appropriate allocation of corporate
resources. In these and other ways, we will strive to
expand our market share and to enhance profitability. In
addition, the Group will work to establish a successful
business model for its car sales and purchases business.
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FINANCIAL REVIEW

INCOME AND EXPENSES

Net Sales

In fiscal 2009, ended March 31, 2009, consolidated net
sales amounted to ¥259.1 billion, down by ¥7.3 billion, or
2.7%, from fiscal 2008.

¥ billion (Percentage of net sales)

Increase
2008 2009 (Decrease)

Wholesale operations  145.1 (54.4%)  140.7 (54.3%) (4.3)
Retail operations 117.2 [44.0%) 114.6 (44.2%) (2.6)
Others 4.2 (1.6%) 3.8 (1.5%) (0.4)
Total 266.4(100.0%)  259.1(100.0%) (7.3)

*Wholesale Operations

Most of the revenue in the wholesale operations segment
derives from sales to franchise outlets. In the year under
review, segment sales declined by 3.0%, to ¥140.7 billion.
For the year, we reported an increase in sales of tires, an
area of focus during the period. We also posted higher
sales of oil and batteries thanks to increased unit prices,
as well as of portable navigation systems, ETC devices,
automobiles, and fuel. However, these positive factors
were unable to offset declines in sales of tire chains, car
audio equipments, wheels, motor sports goods, and other
automotive goods.

eRetail Operations

The retail operations segment consists of retail sales of
stores that are managed directly by the Company or its
consolidated subsidiaries. In fiscal 2009, sales in this

segment were down 2.2%, to ¥114.6 billion. Despite high-
er sales from services, including statutory safety
inspections and maintenance services, sales from
domestic stores declined, impacted by such factors as
stagnant consumption, high gasoline prices, and light
snowfalls along Eastern Japan. Overall sales from over-
seas stores declined, particularly in North America and
Europe, in the face of the economic slowdown and fluctu-
ating exchange rates.

eOthers

Sales from other businesses declined by ¥0.4 billion or
8.9%, to ¥3.8 billion, due mainly to decreases in real
estate rental income and store equipment lease income
from domestic franchise operators.

Gross Profit

Gross profit declined by ¥1.7 billion, or 2.0%, to ¥81.2 bil-
lion, due to the overall revenue decline and a fall in gross
margins, mainly for tires and wheels. This was despite an
increase in sales from statutory safety inspection and
maintenance services, an area of current focus.

SG&A Expenses

SG&A expenses edged up by ¥0.2 billion, or 0.2%, to ¥76.1
billion, despite efforts to reduce expenses in accordance
with the mid-term business plan. This reflected an
increase in overall expenses stemming from a rise in the
number of stores, both in Japan and overseas. Other fac-
tors included active spending on tire-related advertising,
expenses related to our new POS system, which started
its operations in the previous fiscal year, and spending to
promote the mid-term business plan.

Net Sales SG&A Expenses Operating Income
(¥ billion) (¥ billion) (%) (¥ billion) (%)
300 80 40 15
200
60 30
200 10
150 40 20
100 5
20 10
50
0 0 0 0
05 06 07 08 09 05 06 08 09 05 06 07 08 09
[OWholesale [ Retail ] SG&A expenses [ Operating income
H Others == % of net sales == Operating income margin

ANNUAL REPORT 2009

7



¥ billion

Increase

2008 2009 (Decrease)
Personnel expenses 32.4 32.9 0.5
Employee compensation 26.2 26.5 0.3
Sales promotion expenses 11.9 12.3 0.4
Equipment expenses 17.4 17.6 0.2
Land and building rent 8.9 9.0 0.1
Depreciation 4.8 5.1 0.3
Administrative expenses 14.2 13.2 (1.0)
Information processing expenses 2.2 2.2 (0)

Provision for allowance

for doubtful receivables 0.3 0.1 (0.2)
Total 75.9 76.1 0.2

Personnel expenses rose by 1.7%, to ¥32.9 billion, and
constituted 43.3% of SG&A expenses. Employee numbers
at the end of fiscal 2009 were 562 in wholesale operations
(down by 32 year-on-year), 4,679 in retail operations
(down by 279]), and 692 in corporate-wide operations
(down by 248).

Sales promotion expenses grew by 3.7%, to ¥12.3 bil-
lion, or 16.2% of SG&A expenses. This was mainly due to
increases in advertising and sales promotion expenditures
aimed at strengthening tire sales at domestic outlets.

Equipment expenses climbed by 1.3%, to ¥17.6 billion, or
23.2% of SG&A expenses. This was mainly due to deprecia-
tion and amortization related to our information systems.

Administrative expenses fell by 7.3%, to ¥13.2 billion,
accounting for 17.3% of SG&A expenses. This was mainly
due to declines in travel expenses and fees for consult-
ing-related services.

As a result of the aforementioned factors, operating
income declined by ¥1.8 billion, or 26.6%, to ¥5.1 billion.

Other Income (Expenses)

In other items, there was a net other expense of ¥9.0 bil-
lion, up from ¥2.0 billion in the previous fiscal year. This
stemmed primarily from a ¥0.9 billion foreign exchange
loss on lending to overseas subsidiaries and a ¥1.3 billion
loss on valuation of investment securities due to devalua-
tions of securitized products held by the Company (CDOs,
SIVs). Other factors included a ¥4.7 billion income
incurred by a change in accounting standards for building
lease transactions, mainly via-a-vis franchise operators,
as well as a business restructuring expense of ¥4.9 billion
associated with the withdrawal from operations in the
United States, a ¥5.3 billion impairment loss on fixed
assets, and a ¥4.0 billion loss on valuation or sales of
investment securities. The balance of securitized prod-
ucts held by the Company at March 31, 2009, was ¥150
million. This is expected to have a limited impact on the
Company's performance going forward.

Income Taxes

Income taxes for the year were minus ¥0.5 billion. Because
the Group posted a net loss before tax for the year, the
effective tax rate fell from 69.1% to minus 13.6%, despite
the absence of major changes in adjustment items.

Net Income

The Group posted a net loss for the year of ¥3.4 billion,
compared with net income of ¥1.5 billion in the previous
year. The net loss per share was ¥90.29. Net income as a
percentage of net sales declined from 0.6% in fiscal 2008

Net (Loss) Income Return on Equity and Dividends Per Share and
Return on Assets Dividend Payout Ratio
(¥ billion) (%) (%) (¥) (%)
10 5 6 100 300
8 4 5 /
'\ 4 80— W 20
6 3
- —
60 — —180
4 2 2
1
2 ! k 40 — — —120
0
0 0 \
\ -1 \ 20 - — [ 0
2 - -2 v
-4 2 -3 0 0
05 06 07 08 09 05 06 08 09 05 06 07 08 09
I Net (loss) income == Return on equity [ Dividends per share
== Net (loss) income margin Return on assets == Dividend payout ratio

(consolidated)
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to minus 1.3% in fiscal 2009. ROA slipped from 0.6% to
minus 1.5%, and ROE fell from 0.9% to minus 2.1%.

FINANCIAL POSITION

As of March 31, 2009, total assets amounted to ¥224.2 bil-
lion, down by ¥10.0 billion, or 4.3%, from a year earlier.
This was mainly due to a decline in investment securities.

Total liabilities edged down by ¥0.2 billion, or 0.3%, to
¥68.7 billion. This was due mainly to decreases in long-
term debt and trade notes and accounts payable, which
outweighed a provision for business restructuring associ-
ated with the withdrawal from businesses in the United
States.

Net assets fell by ¥9.7 billion, or 5.9%, to ¥155.5 billion.
This was mainly due to a decline in retained earnings
stemming from dividend appropriations, as well as an
increase in treasury stock.

the previous fiscal year. This was mainly due to ¥8.1 bil-
lion in proceeds from redemption and sales of investment
securities, which outweighed ¥4.9 billion in acquisitions of
tangible and intangible fixed assets. Free cash flows [sum
of cash flows from operating activities and cash flows
from investing activities) saw a net inflow of ¥11.6 billion.

eCapital Expenditures

In fiscal 2009, total capital expenditures amounted to ¥4.9
billion. These investments were associated mainly with IT
investments (including to upgrade our in-store POS sys-
tem, personnel system, and car purchasing system],
acquisition of land, buildings, and equipment related to
the opening of new stores, reformatting of existing ones,
scrap-and-build and relocation programs. A breakdown
of capital expenditures (including intangible fixed assets]
in the fiscal year under review is shown below.

¥ billion
Increase
CASH FLOWS 2008 2009 (Decrease)
Cash Flows from Operating Activities Wholesale operations 0.2 0.2 0
Net cash provided by operating activities amounted to Retail operations 3.7 2.4 (1.3)
¥7O billipn, compared yvith ¥0.6 b'illion used in such act'iv— Others 59 2.4 (3.5)
ities in f|5c§l 2008. Main factors included the appUcann Total 98 49 (4.9]
of accounting standards for leased assets, which had a - - -
¥4.7 negative impact on cash flows, and a ¥3.9 billion loss Notincluding consumption tax
before income taxes and m.|n'or|ty. interests. Thgse con- Major Capital Expenditures in 2009 ¥ billion
trasted with the ¥6.0 billion in depreciation and - -
L e . Retail Operations:
amortization, ¥5.3 billion in impairment losses, and a ¥4.8 ) _ _
billion provision for business restructuring Opening of new stores, scrap-and-build or relocation
' or reformatting to Super AUTOBACS 1.1
Cash Flows from Investing Activities Purchases of land for relocating stores 0.8
Net cash provided by investing activities totaled ¥4.5 bil- ~ Others:
lion, compared with ¥8.0 billion used in such activities in IT investments (development of POS system, etc.] 0.9
Basic Net (Loss) Income Cash Flow Capital Expenditures,
Per Share Depreciation and Amortization
(¥) (¥ billion) (¥ billion)
250 — 30 12
200 = 20 o
9 I I
150 —
10 ~
100 - // NG
0 6 A
50 — — ~
M
0
3 .
-50 -20
-100 -30 0
05 06 07 08 09 05 06 08 09 05 06 07 08 09
Il Cash flow provided by (used in) [ Capital expenditures
operating aCtIV'I'(IeS . == Depreciation and amortization
[l Cash flow provided by (used in)
investing activities
[O Cash flow (used in) provided by
financing activities
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Cash Flows from Financing Activities

Net cash used in financing activities was ¥9.3 billion,
compared with ¥0.7 billion in fiscal 2008. This was mainly
due to ¥4.5 billion in dividends paid and ¥2.5 billion in pur-
chase of treasury stock.

Cash and cash equivalents at fiscal year-end stood at
¥51.7 billion, up by ¥2.1 billion from a year earlier. This
was the result of the above factors, as well as the effect of
exchange rate changes on cash and cash equivalents and
arise in cash and cash equivalents resulting from an
increase in the number of consolidated subsidiaries.

BUSINESS RISKS

The following are issues contained in this annual report
concerning the AUTOBACS Consolidated Group's operat-
ing and financial conditions that are likely to have a
significant bearing on the decisions of investors.

(1) Competition

It is possible that competitors in the automotive goods
and accessories market could influence the Group's busi-
ness performance. These competitors include not only
franchisees and rival companies currently operating in
the same line of business, but also automakers and deal-
ers making a full-scale entry into the market, as well as
specialty tire stores, secondhand goods stores, and outlet
stores.

Total Assets and Equity

(2) Unusual Weather Conditions

Merchandises sold by the AUTOBACS Group include sea-
sonal products, for which the number of units sold is
significantly affected by weather conditions. Accordingly,
in the event of unusual weather conditions, such as cool
summers and/or warm winters, the Group’'s business
performance could be affected by lower sales for season-
al products or a shift in demand season.

(3) Future Overseas Expansion

The Group is operating in Europe, United States, and Asia,
including China. In the event that the Group fails to
respond in a timely manner to various problems and risks
in these regions, its business performance could be
affected. Such problems include but are not limited to the
following: the local culture with respect to cars and car-
related goods; competition from existing local retailers;
the economic situation; the level of information infra-
structure; a lack of protection for intellectual property; an
unstable political situation; and outbreaks of infectious
disease.

(4) Regulations Governing Opening of New Stores

The Group's development of stores is under the regula-

tion of the Law Concerning the Measures by Large-Scale

Retail Stores for Preservation of the Living Environment.
This law applies to the opening of all new stores with

sales floor areas exceeding 1,000 square meters and to

the expansion of existing stores that will result in sales

Dividends on Equity (DOE)

(%)

Cash and Cash Equivalents
(¥ billion) ¥ billion)
60 — 250
50 T T
200 —
w—LH — H
150 —
304 H H —H H
100 —
20—+ H —H H H
50 —
0= 1 1 1
0 0 -
05 06 07 08 09 05 06
[ Total assets
M Equity

2.5

—
R
e

0.5

07 08 09 05 06 07 08 09
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floor areas exceeding the limit. The law’s purpose is to
maintain the living environment of local residents. A local
prefecture or a designated city office carries out prede-
termined checks on noise levels, traffic congestion, waste
disposal, and other factors.

In opening new stores larger than 1,000 square
meters, the Group’s policy is to consider the local envi-
ronment from the initial planning stage and to work
closely with nearby residents and the local government.
Due to the aforementioned regulations and other factors,
however, the Group may not be able to open new stores
as planned, which could have a negative impact on its
business results.

(5) Observance of Laws and Regulations

With respect to the observance of laws and regulations, the
Group is working to enhance its internal control system.
The Company established the Compliance Department to
enhance internal control, and set a Code of Conduct and
Guidelines to ensure ethical business conduct by its direc-
tors, officers and employees.

However, in the unlikely event that a director or an offi-
cer or an employee violates laws or regulations, either
intentionally or unintentionally, this could result in claims
for compensation, which could affect the Group’s busi-
ness performance. In addition, the Group holds a huge
volume of consumer information. While careful attention
is paid to the handling of such information, in the event of
an external leakage of customer information due to mal-
ice or other reasons, the Group could lose credibility and
its business performance could be negatively affected.

(6) Fluctuations in Product Selling and Procurement

Prices, and Raw Materials Prices
Due to various factors, merchandises sold by the Group
could be subject to unexpected fluctuations in procure-
ment prices and raw materials prices. Also, sales prices
of its merchandises could surge or plummet due to
changes in the market environment. As a result, the
Group’s business performance could be affected by such
developments as the selling price falling below the pro-
curement price or declines in demand due to higher
prices.

(7) Natural Disasters

In regions where the Group has stores and operational
facilities, natural disasters, such as earthquakes and
typhoons, could cause damage to Company facilities or
harm to directors, statutory auditors, and employees. The
Group’s business results could be affected by such fac-
tors as reduced sales and costs required to restore
operations and recruit human resources.

(8) Franchisees

The Company operates as a franchisor for stores that
principally provide sales of automotive goods and servic-
es, statutory safety inspection and maintenance services
and sales and purchase of vehicles. In the event that a
franchisee violates the franchise contract or laws and
regulations, the business performance of the Group could
be affected, irrespective of the Group’s holding of equity
in the franchisee.

(9) Store Operations

The Group operates retail stores that provide sales of
automotive goods and services, statutory safety inspec-
tion and maintenance services and sales and purchase of
vehicles. These operations have risks associated with the
processing of waste generated by store operations, the
handling of dangerous substances, and accidents in serv-
ice bays and other places on the store grounds. The
occurrence of these types of events could affect the
Group's business performance directly or indirectly
through a reduction in customer numbers due to a deteri-
oration of the image of our stores.

(10) Exchange Rate Fluctuations

The Group extends loans denominated in foreign curren-
cies to its overseas subsidiaries. Because foreign
currency-denominated amounts are translated into for
preparation of financial statements, changes in exchange
rates could affect the Group’s business performance.
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CONSOLIDATED BALANCE SHEETS

AUTOBACS SEVEN Co., Ltd. and Subsidiaries
March 31, 2009 and 2008

Thousands of

U.S. dollars
Millions of yen (Note 1)
ASSETS 2009 2008 2009
CURRENT ASSETS:
Cash and cash equivalents ¥ 51,749 ¥ 49,638 $ 528,051
Time deposits with an original maturity over 3 months 383 513 3,908
Marketable securities (Note 3) 839 2,997 8,561
Receivables:
Trade notes and accounts 22,841 18,300 233,072
Associated companies 854 1,087 8,714
Other 18,008 17,495 183,755
Allowance for doubtful receivables (683) (574) (6,969)
Inventories 21,201 23,427 216,337
Deferred tax assets (Note 14) 3,045 2,053 31,071
Investments in lease (Notes 2.N and 4) 16,295 166,276
Prepaid expenses and other current assets 2,436 2,471 24,857
Total current assets 136,968 117,407 1,397,633
PROPERTY AND EQUIPMENT:
Land (Notes 5 and 9] 23,908 25,069 243,959
Buildings (Note 5) 33,835 35,787 345,255
Furniture and equipment (Note 5) 19,423 18,822 198,194
Leased assets (lessor) (Note 6) 20,342
Lease assets (lessee) (Note 5) 701 7,153
Construction in progress 5 710 51
Total 77,872 100,730 794,612
Accumulated depreciation (36,879) (46,963) (376,316)
Net property and equipment 40,993 53,767 418,296
INVESTMENTS AND OTHER ASSETS:
Investment securities (Note 3) 3,734 14,782 38,102
Investments in and advances to associated companies 1,544 1,361 15,755
Rental deposits and long-term loans (Note 8) 21,433 22,007 218,704
Goodwill (Notes 5 and 7) 1,431 5,241 14,602
Deferred tax assets (Note 14) 6,956 6,269 70,980
Other (Note 5) 11,109 13,292 113,357
Total investments and other assets 46,207 62,952 471,500
TOTAL ¥ 224,168 ¥ 234,126 $ 2,287,429

See notes to consolidated financial statements.
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Thousands of
U.S. dollars
Millions of yen (Note 1)
LIABILITIES AND EQUITY 2009 2008 2009
CURRENT LIABILITIES:
Short-term borrowings (Note 9) ¥ 440 ¥ 868 $ 4,490
Current portion of long-term debt (Note 9) 4,317 1,950 44,051
Payables:
Trade notes and accounts 16,437 17,682 167,725
Associated companies 813 892 8,296
Other 10,742 11,076 109,612
Income taxes payable 415 2,205 4,235
Accrued expenses 3,672 4,537 37,469
Allowance for business restructuring 4,827 49,255
Other current liabilities 3,179 4,361 32,439
Total current liabilities 44,842 43,571 457,572
LONG-TERM LIABILITIES:
Long-term debt (Note 9] 12,642 15,019 129,000
Liability for retirement benefits (Note 10) 429 528 4,378
Rental deposits received (Note 8):
Associated companies 1,293 1,348 13,194
Other 6,539 6,508 66,724
Allowance for business restructuring JA
Deferred tax liabilities (Note 14) 415 416 4,235
Other liabilities 2,529 1,487 25,806
Total long-term liabilities 23,847 25,350 243,337
Total liabilities 68,689 68,921 700,909
COMMITMENTS AND CONTINGENT LIABILITIES (Notes 8 and 15)
EQUITY (Notes 11 and 19):
Common stock,
authorized, 109,402 thousand shares;
issued, 39,255 thousand shares in 2009 and 2008 33,999 33,999 346,929
Capital surplus 34,512 34,513 352,163
Retained earnings 94,298 102,248 962,224
Unrealized (gains) losses on available-for-sale securities (Note 3) (218) (626) (2,224)
Foreign currency translation adjustments 173 (257) 1,765
Treasury stock at cost: 1,807 thousand shares in 2009
and 1,026 thousand shares in 2008 (8,001) (5,541) (81,643)
Total 154,763 164,336 1,579,214
Minority interests 716 869 7,306
Total equity 155,479 165,205 1,586,520
TOTAL ¥ 224,168 ¥ 234,126 $ 2,287,429
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CONSOLIDATED STATEMENTS OF OPERATIONS

AUTOBACS SEVEN Co., Ltd. and Subsidiaries
Years Ended March 31, 2009, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 1)
2009 2008 2007 2009
NET SALES (Note 12) ¥259,144 ¥266,430 ¥242,532 $2,644,327
COST OF GOODS SOLD 177,951 183,578 167,788 1,815,827
Gross profit 81,193 82,852 74,744 828,500
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES (Note 13) 76,103 75,915 62,524 776,561
Operating income 5,090 6,937 12,220 51,939
OTHER INCOME (EXPENSES):
Interest and dividend income 670 984 895 6,837
Interest expense (287) (249) (182) (2,929)
Commission income 657 668 685 6,704
Impairment losses on fixed assets (Note 5) (5,289) (109) (223) (53,969)
Loss on business restructuring (4,926) (217) (50,265)
Loss on arrangement of stores (291) (161) (214) (2,969)
Loss on revaluation of investment securities (1,334) (4,327) (13,612)
Foreign exchange (loss) gain, net (861) (275) 536 (8,786)
Lease revenue-system equipment 1,495 1,070 886 15,255
Lease cost-system equipment (1,532) (714) (636) (15,633)
Loss on sale of investment securities (3,792) (579) (38,694)
Effect of application of revised accounting standard
for lease transactions (Note 2.N) 4,652 47,469
Additional retirement benefits (433) (4,418)
Other-net 2,243 1,727 2,799 22,887
Other income (expenses]-net (9,028) (1,965) 4,329 (92,123)
(LOSS) INCOME BEFORE INCOME TAXES AND MINORITY INTERESTS (3,938) 4,972 16,549 (40,184)
INCOME TAXES (Note 14):
Current 1,326 5,223 6,315 13,530
Deferred (1,863) (1,788) 1,219 (19,010)
Total (537) 3,435 7,534 (5,480)
MINORITY INTERESTS IN NET INCOME (LOSS) 3 (70) 150 31
NET (LOSS) INCOME ¥ (3,398) ¥ 1,467 ¥ 9,165 $ (34,673)
U.S. dollars
Yen (Note 1)
PER SHARE OF COMMON STOCK (Notes 2.R and 17):
Basic net (loss) income ¥ (90.29) | ¥ 38.37 ¥ 239.01 $ (0.92)
Diluted net income 38.33 238.34
Cash dividends applicable to the year 100.00 100.00 58.00 1.02

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

AUTOBACS SEVEN Co., Ltd. and Subsidiaries
Years Ended March 31, 2009, 2008 and 2007

Thousands Millions of yen
Issued Net Unrealized
Sharecr | Sharecol gl I
Common | Treasury | Common | Capital | Retained | for-ssle | Translation | Treasury Minority | Total
Stock Stock Stock | Surplus | Earnings | Securities |Adjustments| Stock Total | Interests | Equity
BALANCE, MARCH 31, 2006 39,255 624 | ¥ 33,999 | ¥ 34513 (¥ 96,113 | ¥  Thh| ¥ (222)] ¥ (3,611)] ¥161,536 ¥161,536
Reclassified balance as

of March 31, 2006 (Note 2.M) 470 470
Net income 9,165 9,165 9,165
Decrease of treasury stock (2) 11 11 "
Purchase of treasury stock 402 (1,934)  (1,934) (1,934)
Appropriations:

Cash dividends, ¥54.00 per share (2,075) (2,075) (2,075)

Bonuses to directors

and corporate auditors (128) (128) (128)
Net changes of items 1,192 228 1,420 186 1,606
BALANCE, MARCH 31, 2007 39,255 1,024 33,999 34,513 | 103,075 1,936 6 (5,534)| 167,995 656 | 168,651
Net income 1,467 1,467 1,467
Purchase of treasury stock 2 (7) (7) (7)
Appropriations:

Cash dividends, ¥60.00 per share (2,294) (2,294) (2,294)

Net changes of items (2,562) (263) (2,825) 213 (2,612

BALANCE, MARCH 31, 2008 39,255 1,026 33,999 34,513 | 102,248 (626) (257) (5,541)| 164,336 869 | 165,205
Net loss (3,398) (3,398) (3,398)
Decrease of treasury stock (4) 1 10 9 9
Purchase of treasury stock 785 (2,470)  (2,470) (2,470)
Appropriations:

Cash dividends, ¥120.00 per share (4,549) (4,549) (4,549)
Change in consolidation scope (3) (3 (3
Net changes of items 408 430 838 (153) 685

BALANCE, MARCH 31, 2009 39,255 1,807 | ¥ 33,999 | ¥34512|¥ 94,298 | ¥ (218) ¥ 173 | ¥ (8,001) ¥154,763 ¥ 716 | ¥155,479
Thousands of U.S. dollars (Note 1)
ossed ane|Foreign
on Available- | Currency
CTiae | Summlas | Eeraings | setuies |adueimens| | Siock | Total | Interaats | Eauny
BALANCE, MARCH 31, 2008 $346,929 | $352,173 |$1,063347 | $ (6,387)] $12,623)| $ (56,541)/$1,676,898 | $ 8,867 |$1,685,765
Net loss (34,673) (34,673) (34,673)
Decrease of treasury stock (10) 102 92 92
Purchase of treasury stock (25,204)  (25,204) (25,204)
Appropriations:

Cash dividends, $1.22 per share (46,419) (46,419) (46,619)
Change in consolidation scope (31) (31) (31)
Net changes of items 4,163 4,388 8,551 (1,561) 6,990

BALANCE, MARCH 31, 2009 $346,929 | $352,163 |$ 962,224 | $ (2,224)) $ 1,765 | $(81,643)/$1,579,214| $ 7,306 |$1,586,520

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

AUTOBACS SEVEN Co., Ltd. and Subsidiaries
Years Ended March 31, 2009, 2008 and 2007

Thousands of

U.S. dollars
Millions of yen (Note 1)
2009 2008 2007 2009
OPERATING ACTIVITIES:
(Loss) income before income taxes and minority interests ¥ (3,938) ¥ 4,972 ¥ 16,549 $ (40,184)
Adjustmens for:
Income taxes paid (4,505) (6,416) (7,676) (45,969)
Depreciation and amortization 6,347 7,463 6,471 64,765
Impairment losses on fixed assets 5,289 109 223 53,969
Provision for business restructuring 4,783 (230) (586) 48,806
Loss on revaluation of investment securities 1,536 4,327 15,674
Loss on sale of investment securities 3,887 579 39,663
Reversal of retirement benefit 17 (6) (178) 173
Effect of application of revised accounting standard for lease transactions (4,652) (47,469)
Changes in operating assets and liabilities:
Increase in receivables (3,574) (5,467) (4,020) (36,469)
Increase in investments in lease (839) (8,561)
Decrease (increase) in inventories 1,888 (1,953) (1,942) 19,265
(Decrease) increase in other payables and accruals (891) (8,757) 8,651 (9,092)
Other 1,680 4,733 (276) 17,143
Net cash provided by (used in) operating activities 7,028 (646) 17,216 71,714
INVESTING ACTIVITIES:
Capital expenditures (4,870) (9,753) (10,356) (49,694)
Proceeds from sales of fixed assets 202 20 364 2,061
Acquisition of investment securities (0) (2,800) (9,457) (0)
Disposition of investment securities 8,059 7,666 5,879 82,235
Proceeds from sales of marketable securities 500 1,000 20,300 5,102
Payments for marketable securities (499) (12,999
Acquisition of business (3,179)
Payments for advance and rental deposits (1,104) (1,802) (1,785) (11,265)
Collection of advance and rental deposits 973 1,206 1,490 9,928
Payments for acquisition of subsidiaries’ stock resulting from change
in consolidation scope (236) (2,408)
Other 1,019 148 (538) 10,398
Net cash provided by (used in) investing activities 4,543 (7,993) (7,102) 46,357
FINANCING ACTIVITIES:
(Decrease) increase in short-term borrowings (558) 506 (2,055) (5,694)
Repayment of long-term debt (1,891) (1,928) (1,693) (19,296)
Proceeds from long-term debt 480 3,220 3,000 4,898
Purchase of treasury stock (2,458) (5) (1,932) (25,081)
Proceeds from issuance of subsidiary stock 190 78
Dividends paid (4,547) (2,294) (2,075) (46,398)
Other (285) (418) (21) (2,908)
Net cash used in financing activities (9,259) (729) (4,698) (94,479)
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND
CASH EQUIVALENTS (200) (222) 189 (2,041)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 2,112 (9,590) 5,605 21,551
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 49,637 59,227 53,622 506,500
CASH AND CASH EQUIVALENTS, END OF YEAR ¥ 51,749 ¥ 49,637 ¥ 59,227 $ 528,051
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION-
ACQUISITION OF BUSINESS:
Assets acquired ¥ 7,506
Liabilities assumed (3,973)
Acquisition cost 3,533
Cash and cash equivalents 353
Cash paid ¥ 3,179
ACQUISITION OF SUBSIDIARIES:
Fair value of assets acquired ¥ 602 ¥ 2,335 $ 6,143
Liabilities assumed (377) (2,143) (3,847)
Goodwill 230 59 2,347
Minority interests (94)
The amount appraised by the equity method of acquired stock (62)
Acquisition cost 455 95 4,643
Cash and cash equivalents held by subsidiaries 219 210 2,235
Cash received for capital ¥ (236) ¥ 115 $ (2,408)

See notes to Consolidated financial statements.
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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.5.$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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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 reqgular 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: 3to 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-Llived 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

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
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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.

0. 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:

al 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
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.

b
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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:

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
CURRENT:
Debt securities ¥ 839 ¥ 2,997 $ 8,561
NON-CURRENT:
Equity securities ¥ 1,229 ¥ 8,352 $ 12,541
Debt securities 2,505 6,430 25,561
Other
Total ¥ 3,734 ¥ 14,782 $ 38,102
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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:

Millions of yen
March 31, 2009 Cost Unrealized Gains | Unrealized Losses Fair Value
Securities classified as:
Available-for-sale:
Equity securities ¥1,363 ¥ 5 ¥ 250 ¥1,118
Debt securities 3,463 1 119 3,345
Held-to-maturity
Millions of yen
March 31, 2008 Cost Unrealized Gains | Unrealized Losses Fair Value
Securities classified as:
Available-for-sale:
Equity securities ¥ 9,246 ¥ 264 ¥ 1,269 ¥ 8,241
Debt securities 8,966 3 42 8,927
Held-to-maturity 500 500
Thousands of U.S. dollars
March 31, 2009 Cost Unrealized Gains | Unrealized Losses Fair Value
Securities classified as:
Available-for-sale:
Equity securities $ 13,908 $ 51 $ 2,551 $ 11,408
Debt securities 35,337 10 1,214 34,133

Held-to-maturity

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:

Carrying Amount

Thousands of

Millions of yen U.S. dollars
2009 2008 2009
Securities classified as:
Available-for-sale:
Equity securities ¥110 ¥ $1,122

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.

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:

Millions of yen Thousands of U.S. dollars
Available-for- Held-to- Available-for- Held-to-
Sale Maturity Sale Maturity
Due in one year or less ¥ 839 ¥ $ 8,561 $
Due after one year through five years 2,350 23,980
Due after five years through ten years 156 1,591
Due after ten years 0 1
Total ¥ 3,345 ¥ $ 34,133 $

4. INVESTMENTS IN LEASE

A break down of investments in lease as of March 31,2009, was as follows:

Thousands of
Millions of yen U.S. dollars
2009 2009
Gross lease receivables ¥ 21,428 $ 218,653
Unearned interest income (5,133) (52,377)
Investments in lease ¥ 16,295 $166,276
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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:

Thousands of

Year Ending March 31 Millions of yen U.S. dollars
2010 ¥ 2,612 $ 26,653
2011 2,452 25,020
2012 2,208 22,531
2013 1,965 20,051
2014 1,584 16,163
2015 and thereafter 10,607 108,235
Total ¥ 21,428 $218,653

5. LONG-LIVED ASSETS

The Companies reviewed their long-Llived 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.

Impairment losses of long-Llived assets and the weighted average cost of capital for the years ended March 31, 2009, 2008 and 2007,

were as follows:

Thousands of
Millions of yen U.S. dollars
2009 2008 2007 2009
Land ¥ 1,611 ¥ b4 ¥ 196 $16,439
Buildings 317 45 3,235
Goodwill 3,103 31,663
Furniture and equipment 142 27 1,449
Other 116 1,183
Total ¥ 5,289 ¥ 109 ¥ 223 $ 53,969
2009 2008 2007
Weighted average cost of capital 7.711% 8.23%

6. LEASED ASSETS (lessor)

A breakdown of leased assets (lessor] as of March 31, 2008, was as follows:

Millions of yen
2008
Buildings ¥ 14,901
Furniture and equipment 5,441
Total 20,342
Accumulated depreciation (11,674)
Accumulated impairment loss (25)
Net leased assets ¥ 8,643

22 AUTOBACS SEVEN



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.

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:

Millions of yen
2008
Due within one year ¥ 1,343
Due after one year 11,648
Total ¥ 12,991

7. GOODWILL
Goodwill at March 31, 2009 and 2008 consisted of the following:

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
Consolidation goodwill ¥ 418 ¥ 303 $ 4,265
Purchased goodwill 1,013 4,938 10,337
Total ¥1,431 ¥ 5,241 $ 14,602

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:

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
RENTAL DEPOSITS TO:
Lessors for distribution facilities and stores of the Companies ¥ 10,249 ¥ 10,634 $ 104,582
Lessors for stores of franchisees 9,730 9,825 99,286
Lessors for office and other facilities 1,300 1,347 13,265
Total rental deposits 21,279 21,806 217,133
LOANS TO:
Franchisees 793 984 8,092
Other 13 18 132
Total loans 806 1,002 8,224
Allowance for doubtful receivables (652) (801) (6,653)
Total ¥ 21,433 ¥ 22,007 $ 218,704

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.
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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:

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
Bonds ¥ 185 ¥ 235 $ 1,888
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 15,363 16,734 156,765
Lease obligation 1,611 14,398
Total 16,959 16,969 173,051
Less current portion 4,317 1,950 44,051
Long-term debt, less current portion ¥12,642 ¥15,019 $ 129,000

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

Thousands of

Year Ending March 31 Millions of yen U.S. dollars
2010 ¥ 4,317 $ 44,051
2011 4,539 46,316
2012 2,056 20,980
2013 3,863 39,418
2014 583 5,949
2015 and thereafter 1,601 16,337
Total ¥ 16,959 $ 173,051

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

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
Projected benefit obligation ¥ 202 ¥ 139 $2,061
Fair value of plan assets (71) (41) (724)
Prepaid cost 4 4 41
Net liability ¥135 ¥ 102 $1,378

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

Thousands of
Millions of yen U.S. dollars
2009 2008 2007 2009
Service cost ¥ 34 ¥ 26 ¥ 22 $ 347
Contribution of contributory welfare pension plan 351 336 324 3,582
Contribution pension plan and other 340 329 303 3,469
Net periodic retirement benefit costs ¥ 725 ¥ 691 ¥ 649 $7,398

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

11. EQUITY

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.

12. SALES

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.
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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:

Thousands of
Millions of yen U.S. dollars
Year Ending March 31 2009 2008 2007 2009
Employee salaries & allowances ¥ 26,461 ¥ 26,168 ¥22,452 $ 270,010
Provision for retirement allowance 725 691 650 7,398
Rent payment 8,956 8,915 6,233 91,388
Depreciation 5,064 4,821 3,761 51,673
Provision for allowance for doubtful receivables 92 268 106 939

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.

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:

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
DEFERRED TAX ASSETS:
Receivables ¥ 1,155 ¥ 92 $ 11,786
Accrued enterprise taxes 35 203 357
Accrued bonuses 288 296 2,939
Inventories 1,218 1,030 12,429
Property and equipment 5,387 4,655 54,969
Pension and severance costs 118 170 1,204
Provision for business restructuring 1,929 11 19,684
Investments 1,835 2,215 18,725
Other accounts payable 180 300 1,837
Tax loss carryforwards 4,901 4,653 50,010
Unrealized losses on available-for-sale securities 144 417 1,469
Other 760 742 7,755
Less valuation allowance (6,172) (5,663) (62,980)
Deferred tax assets 11,778 9,121 120,184
DEFERRED TAX LIABILITIES:
Property and equipment 880 881 8,980
Undistributed earnings of associated companies 307 239 3,133
Effect of application of revised accounting standard for lease transactions 844 8,612
Other 173 95 1,765
Deferred tax liabilities 2,204 1,215 22,490
Net deferred tax assets ¥ 9,574 ¥ 7,906 $ 97,694

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:

2009 2008 2007
Normal effective statutory tax rate (41.0)% 41.0% 41.0%
Expenses not deductible for income tax purposes 2.3 1.6 0.5
Per-capita inhabitants’ tax 2.1 1.5 0.4
Changes in valuation allowance 19.9 21.0 5.0
Amortization of goodwill 3.6 3.6
Other-net (0.5) 0.4 (1.4)
Actual effective tax rate (13.6)% 69.1% 45.5%
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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:

Thousands of
Year Ending March 31 Millions of yen U.S. dollars
2010 ¥ 995 $ 10,153
2011 1,117 11,398
2012 1,015 10,357
2013 247 2,520
2014 800 8,163
2015 458 4,674
2016 and thereafter 13,191 134,602
Total ¥ 17,823 $181,867
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:

As of March 31, 2009
Millions of yen

As of March 31, 2008
Millions of yen

Building and

Equipment | Furniture Land Total Equipment | Furniture Others Total
Acquisition cost ¥100 ¥ 69 ¥ 4,511 ¥ 4,680 ¥ 102 ¥ 314 ¥ 30 ¥ 446
Accumulated depreciation 50 49 1,969 2,068 41 247 27 315
Net leased property ¥ 50 ¥ 20 ¥ 2,542 ¥ 2,612 ¥ 61 ¥ 67 ¥ 3 ¥ 131

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

Equipment | Furniture Land Total
Acquisition cost $1,020 $ 704 $46,031 $47,755
Accumulated depreciation 510 500 20,092 21,102
Net leased property $ 510 $ 204 $25,939 $26,653

Obligations under finance lease contracts:
Thousands of
Millions of yen U.S. dollars
2009 2008 2009

Due within one year ¥ 224 ¥ 68 $ 2,285

Due after one year 2,894 73 29,531

Total ¥ 3,118 ¥ 141 $31,816

Depreciation expense and interest expense under finance lease contracts:
Thousands of
Millions of yen U.S. dollars
2009 2008 2007 2009

Depreciation expense ¥ 277 ¥ 131 ¥ 176 $ 2,827

Interest expense 169 8 12 1,724

Total ¥ 446 ¥ 139 ¥ 188 $ 4,551
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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.

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

Thousands of
Millions of yen U.S. dollars
2009 2008 2009
Due within one year ¥ 3,753 ¥ 55 $ 38,296
Due after one year 31,692 171 323,388
Total ¥ 35,445 ¥ 226 $ 361,684

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:

Millions of yen

2009
Contract Amount Fair Value Unrealized Loss
Currency swap contracts ¥ 1,566 ¥ (2) ¥ (2)

Millions of yen

2008
Contract Amount Fair Value Unrealized Loss
Currency swap contracts ¥ 2,817 ¥ (144) ¥ (144)

Thousands of U.S. dollars

2009
Contract Amount Fair Value Unrealized Loss
Currency swap contracts $ 15,980 $ (20) $ (20)

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.

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:

Millions of yen Thousands Yen ‘ U.S. dollars
Weighted
For the year ended March 31, 2009 Net income average shares EPS
Basic EPS:
Net income available to common shareholders ¥ (3,398) 37,631 ¥ (90.29) $ (0.92)
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Millions of yen Thousands Yen
Weighted
For the year ended March 31, 2008 Net income average shares EPS
Basic EPS:
Net income available to common shareholders ¥ 1,467 38,231 ¥ 38.37
Effect of dilutive securities 48
Diluted net income ¥ 1,467 38,279 ¥ 38.33
Millions of yen Thousands Yen
Weighted
For the year ended March 31, 2007 Net income average shares EPS
Basic EPS:
Net income available to common shareholders ¥ 9,165 38,347 ¥ 239.01
Effect of dilutive securities 107
Diluted net income ¥ 9,165 38,454 ¥ 238.34

18. SEGMENT INFORMATION

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:

Millions of yen
North . Elimination .
For the year ended March 31, 2009 Japan America Europe Asia Total or Corporate | Consolidated
Sales and Operating Income (loss):
Sales to outside customers ¥ 232,300 ¥ 15,759 ¥ 7,869 ¥ 3,216 ¥ 259,144 ¥ 259,144
Intersegment sales 381 101 482 ¥ (482)
Total 232,681 15,759 7,869 3,317 259,626 (482) 259,144
Operating expenses 224,478 18,098 8,394 3,566 254,536 (482) 254,054
Operating income (loss) 8,203 (2,339) (525) (249) 5,090 5,090
Assets ¥ 196,505 ¥ 7,039 ¥ 3,666 ¥ 2,103 ¥ 209,313 ¥ 14,855 ¥ 224,168
Millions of yen
North . Elimination .
For the year ended March 31, 2008 Japan America Europe Asia Total or Corporate Consolidated
Sales and Operating Income (loss):
Sales to outside customers ¥ 238,269 ¥ 15,733 ¥ 8,612 ¥ 3,816 ¥ 266,430 ¥ 266,430
Intersegment sales 454 143 597 ¥ (597)
Total 238,723 15,733 8,612 3,959 267,027 (597) 266,430
Operating expenses 228,426 18,120 9,440 4,104 260,090 (597) 259,493
Operating income (loss) 10,297 (2,387) (828) (145) 6,937 6,937
Assets ¥ 195,843 ¥ 8779 ¥ 8,359 ¥ 2,445 ¥ 215,426 ¥ 18,700 ¥ 234,126
Thousands of U.S. dollars
North . Elimination .
For the year ended March 31, 2009 Japan America Europe Asia Total or Corporate Consolidated
Sales and Operating Income (loss):
Sales to outside customers $ 2,370,408 | $160,806 $ 80,296 $ 32,817 | $ 2,644,327 $ 2,644,327
Intersegment sales 3,888 1,030 4918 | $ (4,918)
Total 2,374,296 160,806 80,296 33,847 2,649,245 (4,918) 2,644,327
Operating expenses 2,290,592 184,673 85,653 36,388 2,597,306 (4,918) 2,592,388
Operating income (loss) 83,704 (23,867) (5,357) (2,541) 51,939 51,939
Assets $ 2,005,153 | $ 71,827 $ 37,408 $ 21,459 $ 2,135,847 | $151,582 $ 2,287,429
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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.

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:

Thousands of
Millions of yen U.S. dollars
North .
For the year ended March 31, 2009 America Europe Asia Total Total
Sales to foreign customers ¥ 15,759 ¥ 7,870 ¥ 2,826 ¥ 26,455 $ 269,949
Consolidated sales 259,144 2,644,327
Sales to foreign customers as a percentage to consolidated sales 6.1% 3.0% 1.1% 10.2%
Millions of yen
North .
For the year ended March 31, 2008 America Europe Asia Total
Sales to foreign customers ¥ 15,734 ¥ 8,612 ¥ 3,125 ¥ 27,471
Consolidated sales 266,430
Sales to foreign customers as a percentage to consolidated sales 5.9% 3.2% 1.2% 10.3%

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

areas outside of Japan.

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 ending March 31

Thousands of ‘

‘ Millions of yen U.S. dollars

Year-end cash dividends, ¥50 ($0.5) per share

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-

| ¥ 1873 | $19,112 |

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.
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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.

Member of
Deloitte Touche Tohmatsu
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