Oonsolidated Balance Sheets

Circle K Sunkus Co., Ltd. and Consolidated Subsidiaries
February 28, 2010 and 2009

Thousands of

Millions of yen U.S. dollars
ASSETS 2010 2009 2010
Current assets:
Cash and cash equivalents ¥ 63,499 ¥ 62,917 $ 713,472
Short-term investments (Note 3) 3,000 6,100 33,708
Accounts receivable:
Due from franchised stores (Note 4) 3,496 3,542 39,281
Other 8,080 7,576 90,787
11,576 11,118 130,068
Inventories 1,990 2,494 22,360
Deferred tax assets (Note 14) 646 1,289 7,258
Prepaid expenses and other current assets 9,436 8,761 106,022
Allowance for doubtful accounts (227) (351) (2,551)
Total current assets 89,920 92,328 1,010,337
Property and equipment (Notes 5 and 6):
Property and equipment, at cost 102,797 87,984 1,155,023
Less accumulated depreciation (42,728) (38,411) (480,090)
Net property and equipment 60,069 49,573 674,933
Investments and other assets:
Investment securities (Note 3) 3,037 3,845 34,124
Investments in and long-term loans to
unconsolidated subsidiaries and affiliates (Note 7) 977 1,125 10,977
Long-term leasehold deposits 50,141 53,910 563,382
Software (Note 6) 8,237 7,594 92,550
Deferred tax assets (Note 14) 3,398 3,275 38,180
Other (Note 6) 10,316 12,136 115,910
Allowance for doubtful accounts (1,251) (1,481) (14,056)
Total investments and other assets 74,855 80,404 841,067
Total assets ¥224,844 ¥222,305 $2,526,337

See accompanying Notes to Consolidated Financial Statements.
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Thousands of

Millions of yen U.S. dollars
LIABILITIES AND EQUITY 2010 2009 2010
Current liabilities:
Lease obligations ¥ 1,287 ¥ - $ 14,461
Accounts payable:
Trade 32,779 34,282 368,303
Due to franchised stores (Note 8) 1,901 2,038 21,360
Other 6,296 8,129 70,742
40,976 44,449 460,405
Income taxes payable 841 4,474 9,449
Money held as agent 25,877 24,931 290,753
Other current liabilities 2,976 3,238 33,438
Total current liabilities 71,957 77,092 808,506
Long-term liabilities:
Lease obligations 6,061 - 68,101
Guarantee deposits received 10,823 10,978 121,607
Employee retirement benefit liability (Note 9) 308 375 3,461
Other long-term liabilities 2,863 3,204 32,168
Total long-term liabilities 20,055 14,557 225,337
Commitments and Contingent liabilities (Notes 11, 12 and 13):
Equity (Note 10):
Common stock:
Authorized: 180,000,000 shares in 2010 and 2009
Issued: 86,183,226 shares in 2010 and 2009 8,380 8,380 94,157
Capital surplus 36,093 36,093 405,539
Retained earnings 92,923 90,721 1,044,079
Less treasury stock, at cost:
2,429,263 shares in 2010 and 2,427,385 shares in 2009 (5,030) (5,028) (56,517)
Total shareholders’ equity 132,366 130,166 1,487,258
Other components of equity 466 490 5,236
Total equity 132,832 130,656 1,492,494
Total liabilities and equity ¥224,844 ¥222,305 $2,526,337
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Oonsolidated Statements of Income

Circle K Sunkus Co., Ltd. and Consolidated Subsidiaries
For the Years Ended February 28, 2010 and 2009

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Operating revenue:
Franchise commissions from franchised stores ¥ 98,933 ¥103,818 $1,111,607
Net sales of Company-owned stores 83,106 97,637 933,775
Other operating revenue 12,104 11,943 136,000
194,143 213,398 2,181,382
Operating costs and expenses (Note 15):
Cost of goods sold 64,360 75,112 723,146
Selling, general and administrative expenses 114,583 115,276 1,287,449
178,943 190,388 2,010,595
Operating income 15,200 23,010 170,787
Other income (expenses):
Interest and dividend income 640 764 7,191
Interest expenses (186) (43) (2,090)
Loss on sales or disposal of property and equipment (223) (999) (2,505)
Loss on cancellation of lease contracts (1,503) (1,907) (16,888)
Impairment loss on fixed assets (Note 6) (3,529) (3,226) (39,652)
Miscellaneous, net (Note 3) 382 357 4,292
(4,419) (5,054) (49,652)
Income before income taxes and minority interests 10,781 17,956 121,135
Income taxes (Note 14) 5,226 8,545 58,719
Minority interests in losses of consolidated subsidiaries - (24) -
Net income ¥ 5,555 ¥ 9,435 $ 62,416
Yen U.S. dollars
Per share:
Net income ¥66.32 ¥112.65 $0.75
Cash dividends 40.00 40.00 0.45

See accompanying Notes to Consolidated Financial Statements.
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Circle K Sunkus Co., Ltd. and Consolidated Subsidiaries
For the Years Ended February 28, 2010 and 2009

onsolidated Statements of Changes in Equity

Millions of yen

Other components

Shareholders’ equity of equity
Net unrealized
Number of Total gainon  Total other
common Common Capital Retained Treasury  shareholders’ available-for- components Minority Total
shares issued stock surplus earnings stock equity sale securities  of equity  interests equity
Balance at February 29, 2008 86,183,226  ¥8,380 ¥ 36,094 ¥ 84,636 ¥(5026) ¥ 124,084 ¥524  ¥524 ¥ 24 ¥124,632
Net income - - - 9,435 - 9,435 - - - 9,435
Cash dividends - - - (3,350) - (3,350) - - - (3,350)
Net change in treasury stock - - (1) - () (3) - - - (3)
Changes other than shareholders’ equity
for the year - - - - - - (34) (34)  (24) (58)
Balance at February 28, 2009 86,183,226 8,380 36,093 90,721 (5,028) 130,166 490 490 - 130,656
Net income - - - 5,555 - 5,555 - - - 5,555
Cash dividends - - - (3,350) - (3,350) - - - (3,350)
Net change in treasury stock - - (0) - (2) (2) - - - (2)
Decrease in retained earnings through inclusion
of additional subsidiaries on consolidation - - - (3) - (3) - - - (3)
Changes other than shareholders’ equity
for the year - - - - - - (24)  (24) - (24)
Balance at February 28, 2010 86,183,226 ¥8,380 ¥36,093 ¥92,923 ¥(5,030) ¥132,366 ¥466  ¥466 ¥ -  ¥132,832
Thousands of U.S. dollars
Balance at February 28, 2009 $ 94,157 § 405,539 §$ 1,019,337 § (56,494) § 1,462,539  $5,506 §$5506  § - § 1,468,045
Net income - - 62,416 - 62,416 - - - 62,416
Cash dividends - - (37,640) - (37,640) - - - (37,640)
Net change in treasury stock - (0) - (23) (23) - - - (23)
Decrease in retained earnings through inclusion
of additional subsidiaries on consolidation - - (34) - (34) - - - (34)
Changes other than shareholders’ equity for the year - - - - - (270)  (270) - (270)
Balance at February 28, 2010 $94,157 $405,539 $1,044,079 $(56,517) $1,487,258  $5,236 $5236  § - $1,492,494

See accompanying Notes to Consolidated Financial Statements.
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eonsolidated Statements of Cash Flows ‘ ' ' ' ' \

Circle K Sunkus Co., Ltd. and Consolidated Subsidiaries
For the Years Ended February 28, 2010 and 2009

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Cash flows from operating activities:
Income before income taxes and minority interests ¥ 10,781 ¥ 17,956 $ 121,135
Adjustments for:
Depreciation and amortization 11,051 8,614 124,169
Impairment loss on fixed assets 3,529 3,226 39,652
Loss on sales or disposal of property and equipment 223 999 2,505
Loss on cancellation of lease contracts 729 849 8,191
Increase (decrease) in trade receivables (331) 1,997 (3,719)
Decrease in inventories 505 48 5,674
Decrease in trade payables (1,640) (2,265) (18,427)
Decrease (increase) in other accounts payable and accrued expenses (877) 1,466 (9,854)
Increase (decrease) in money held as agent 1,129 (1,603) 12,685
Decrease in employee retirement benefit liabilities (66) (334) (742)
Other, net (942) (2,163) (10,584)
Subtotal 24,091 28,790 270,685
Interest and dividends received 359 473 4,034
Interest paid (148) (1) (1,663)
Income taxes paid (8.381) (6,736) (94,168)
Net cash provided by operating activities 15,921 22,526 178,888
Cash flows from investing activities:
Acquisition of property and equipment (13,635) (11,762) (153,202)
Acquisition of long-term investments and other assets (5,352) (8,643) (60,135)
Proceeds from sales of property, long-term investments and other assets 2,738 1,820 30,764
Payments for long-term leasehold deposits (2,484) (5,949) (27,910)
Proceeds from redemption of long-term leasehold deposits 4,732 4,645 53,169
Net decrease (increase) in short-term investments 3,100 (3,000) 34,831
Other 5 157 56
Net cash used in investing activities (10,896) (22,732) (122,427)
Cash flows from financing activities:
Payments for long-term lease obligations (894) - (10,045)
Proceeds from guarantee deposits received 735 967 8,258
Repayments for guarantee deposits received (1,120) (1,253) (12,584)
Dividends paid (3,350) (3,351) (37,640)
Purchase of treasury stock (3) (5) (34)
Other 1 2 11
Net cash used in financing activities (4,631) (3,640) (52,034)
Net increase (decrease) in cash and cash equivalents 394 (3,846) 4,427
Cash and cash equivalents at beginning of year 62,917 66,763 706,933
Increase in cash and cash equivalents upon inclusion of
additional subsidiaries on consolidation 188 - 2,112
Cash and cash equivalents at end of year ¥ 63,499 ¥ 62,917 $ 713,472

See accompanying Notes to Consolidated Financial Statements.
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otes to Consolidated Financial Statements

Circle K Sunkus Co., Ltd. and Consolidated Subsidiaries
For the Years Ended February 28, 2010 and 2009

1. Basis of Consolidated Financial Statements
(a) Basis of presenting consolidated financial statements

The accompanying consolidated financial statements of Circle K Sunkus Co., Ltd. (the “Company”) and its consolidated subsidiaries
(together with the Company, the “Circle K Sunkus Group”) have been prepared in accordance with the provisions set forth in the Japanese
Financial Instruments and Exchange Law and its related accounting regulations and in conformity with accounting principles generally
accepted in Japan (“Japanese GAAP”), which are different in certain respects as to application and disclosure requirements from

International Financial Reporting Standards.

(b) Principal shareholder

UNY CO., LTD. (“UNY”) directly owned 40,746 thousand shares of the common stock of the Company at February 28, 2010, an amount which
represented 48.8% of the total voting interests in the Company at the balance sheet date. UNY also had, and continues to have, significant
influence over the Company. Accordingly, the Company is a subsidiary of UNY.

(c) U.S. dollar amounts

The translation of the Japanese yen amounts into U.S. dollar amounts is included solely for the convenience of readers outside Japan,
using the prevailing approximate exchange rate at February 28, 2010, which was ¥89 to U.S. $1.00. The translation should not be con-
strued as a representation that the Japanese yen amounts have been, could have been or could in the future be converted into U.S. dollars
at this or any other rate of exchange.

2. Summary of Significant Accounting Policies

(a) Principles of consolidation
The accompanying consolidated financial statements include the accounts of the Company and its significant subsidiaries. Under the control
or influence concept, the Company fully consolidates those companies in which it is able to exercise control over operations either directly
or indirectly, and the Company applies the equity method to those companies over which the Circle K Sunkus Group has the ability to exer-
cise significant influence. Investments in unconsolidated subsidiaries that have a significant effect on the consolidated results of opera-
tions are accounted for by the equity method. Investments in the remaining unconsolidated subsidiaries and affiliates are stated at cost. If
the equity method of accounting had been applied to the investments in these companies, the effect on the accompanying consolidated
financial statements would not have been material. All significant intercompany accounts and transactions have been eliminated in con-
solidation. The fiscal year-end date of the consolidated subsidiaries is the same as the consolidated fiscal year-end date of the Company.
The number of consolidated subsidiaries, unconsolidated subsidiaries and affiliates for the years ended February 28, 2010 and 2009 was

as follows:

2010 2009
Consolidated subsidiaries 7 6
Unconsolidated subsidiaries, accounted for by the equity method 1 1
Unconsolidated subsidiaries, stated at cost 5 6
Affiliates, stated at cost 9 9
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(b) Franchise agreements and basis of recognizing franchise commissions

The Company is the exclusive franchiser in Japan of Circle K stores and Sunkus stores for retail sale of daily necessities to consumers. The
Company enters into franchise agreements to allow independent franchisees to operate the relatively small-sized convenience stores using
specific designs and the name “Circle K” or “Sunkus” and provides them with related managerial or technical know-how. Under the agree-
ments, all franchised stores are provided with a variety of services and advice on the operation of the convenience stores from the Com-
pany as the franchiser. In return, the franchised stores are required to pay continuing franchise commissions to the Company based on
certain percentages of the respective franchised store’s gross margin (net sales less cost of goods sold) on a monthly basis. As the fran-
chiser, the Company accounts for such franchise commissions on an accrual basis by reference to the gross margin earned by each fran-
chised store and the applicable commission percentage.

For the years ended February 28, 2010 and 2009, net sales, which were reported by franchised stores as the basis for calculating fran-
chise commissions, were ¥824,442 million ($9,263,393 thousand) and ¥847,490 million, respectively.

The term of a franchise agreement is typically ten years from the commencement date of a franchised store and may be renewed upon
expiration subject to renegotiation of contract terms between the Company and the franchisee.

In the normal course of franchise operations, the Company generally acquires furniture, fixtures and equipment designed for Circle K
stores and Sunkus stores or leases them as lessee under long-term noncancelable lease agreements (See Note 11). The Company also leases
land and/or buildings for its own Company-owned stores or the franchised stores as lessee principally under long-term cancelable lease
agreements with a few months’ advance notice. The Company pays the landlords leasehold deposits equivalent to approximately several
months rent. The deposits are non interest bearing and principally refundable on an installment basis and recorded as “Long-term leasehold
deposits” in the accompanying consolidated balance sheets.

The Company also enters into lease agreements as lessor with each franchisee to lease land and/or buildings for the store spaces.
These leases are normally for the same term as the franchise agreement, and the guarantee deposits received from the franchised stores are
refundable (the major portion) on an installment basis, are noninterest bearing and are included in “Guarantee deposits received” in the
accompanying consolidated balance sheets.

(c) Area franchise agreements

The Company has entered into area franchise agreements with thirteen companies (area franchisers) located throughout Japan. The agree-
ments provide each area franchiser with a right to operate its own “Circle K” or “Sunkus” convenience stores and to be franchisers in lim-
ited areas determined by the respective agreement. Each area franchiser is required to pay a license fee to the Company based on a certain
percentage of revenue from its franchising business. The license fees are included in “Franchise commissions from franchised stores” in the
accompanying consolidated statements of income.

(d) Cash equivalents
The Circle K Sunkus Group considers highly liquid debt instruments purchased with an original maturity of three months or less to be
cash equivalents.

(e) Inventories

In July 2006, the Accounting Standards Board of Japan (ASBJ) issued ASBJ Statement No. 9, “Accounting Standard for Measurement of
Inventories.” As permitted under the superseded accounting standard, the Circle K Sunkus Group previously stated merchandise inventories
at cost, determined by the retail method. Supplies are stated at cost, determined by the last purchase price.

The new accounting standard requires that inventories held for sale in the ordinary course of business be measured at the lower of cost
or net realizable value. As a result of the adoption of ASBJ Statement No. 9, operating income and income before income taxes and minor-
ity interests were ¥80 million ($899 thousand) less for the year ended February 28, 2010, than the amounts that would have been recorded
under the previous accounting method.
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(f) Investments and marketable securities

" ou

The Circle K Sunkus Group classifies certain investments in debt and equity securities as “held-to-maturity,” “trading” or “available-for-sale.”
The classification determines the applicable accounting method as stipulated by the accounting standard for financial instruments. Market-
able securities with market quotations for available-for-sale securities are stated at fair value, and the net unrealized gain or loss on these
securities is reported as a component of equity, net of applicable income taxes. Gains and losses on the disposition of investment securities
are computed by the moving average method. Nonmarketable securities without available market quotations for available-for-sale securities
are carried at cost determined by the moving average method. Adjustments in carrying values of individual investment securities are charged

to income through write-downs when a decline in value is deemed other than temporary.

(g9) Allowance for doubtful accounts
An allowance for doubtful accounts is provided for at the aggregate amount of estimated credit loss based on an individual financial review of
doubtful or troubled receivables and a general reserve for other receivables based on the historical loss experience of a certain past period.

(h) Property and equipment and depreciation
Property and equipment, including significant renewals and additions, are stated at cost and are depreciated by the declining balance
method at rates based on the estimated useful life of the asset, except as mentioned below.

Buildings acquired on and after April 1, 1998 are depreciated by the straight-line method. The Circle K Sunkus Group capitalizes prop-
erty with a cost of ¥100,000 or more and depreciates property with a cost of ¥100,000 or more but less than ¥200,000 over three years on
a straight-line basis.

For property and equipment acquired before April 1, 2007, the Circle K Sunkus Group previously depreciated up to the depreciable limit
of 5% of the acquisition cost in accordance with the Corporation Tax Law of Japan. Effective from the year ended February 29, 2008, the
remaining residual value is depreciated over five years using the straight-line method from the fiscal year in which the depreciable limit of
5% of the acquisition cost is reached, pursuant to the amended Corporation Tax Law of Japan. As a result, operating income and income
before income taxes and minority interests for the year ended February 28, 2009 was ¥58 million less than it would have been with the
previous accounting method.

(i) Leases

On March 30, 2007, the Accounting Standards Board of Japan (ASBJ) issued ASBJ Statement No. 13, “Accounting Standard for Lease Trans-
actions,” which revised the previous accounting standard for lease transactions issued on June 17, 1993. The revised accounting standard
for lease transactions is effective for fiscal years beginning on or after April 1, 2008 with early adoption permitted for fiscal years begin-
ning on or after April 1, 2007.

Under the previous accounting standard, finance leases which were deemed 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
capitalized” information was disclosed in the notes 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 revised 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.

The Circle K Sunkus Group applied the revised accounting standard effective March 1, 2009. The effect of this change was to
increase operating income by ¥81 million ($910 thousand), and decrease income before income taxes and minority interests by ¥65
million ($730 thousand) for the year ended February 28, 2010, from the amounts that would have been recorded without the applica-
tion of the revised standard.

For the year ended February 28, 2010, for finance leases which did not transfer ownership of the leased property to the lessee, lease
assets were amortized by the straight-line method over the lease period. In addition, the Circle K Sunkus Group accounted for leases which
existed at the transition date and do not transfer ownership of the leased property to the lessee as operating lease transactions.
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(j) Software

Software is amortized by the straight-line method over the estimated useful life of five years.

(k) Impairment of fixed assets

The Circle K Sunkus Group reviews fixed assets for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. An impairment loss shall be recognized in the income statement by reducing the carrying
amount of the impaired asset or group of assets to the recoverable amount, which is to be measured as the higher of the asset’s net selling
price or value in use. Fixed assets include land, buildings and structures and equipment and fixtures, as well as intangible assets, and are
to be grouped at the lowest levels for which there are identifiable cash flows from other groups of assets.

(1) Employee retirement benefit liability

Employees who terminate their service with the Circle K Sunkus Group are entitled to retirement and severance benefits determined by the
basic rate of pay at the time of termination, length of service and conditions under which the termination occurs. Such retirement and
severance benefits for employees are covered by a noncontributory pension plan organized by UNY, its subsidiaries and affiliates (together,
the “UNY” Group), including the Company. Consolidated subsidiaries have lump-sum retirement benefit plans. The Circle K Sunkus Group
principally recognizes retirement benefits, including pension cost and related liability, based on the actuarial present value of projected
benefit obligation using an actuarial appraisal approach and the value of pension plan assets available for benefits at the fiscal year-end.
Unrecognized actuarial differences arising from the actual benefit obligation or value of pension plan assets being different from that
projected or from changes in the underlying assumptions are amortized on a straight-line basis over eight to ten years, a period within the
remaining service years of the employees, from the year following the year in which they arise. Unrecognized past service costs are amor-
tized on a straight-line basis over ten years, a period within the remaining service years of the employees.

(m) Directors” bonuses
Directors’ bonuses, including those for corporate auditors, are accrued at the year end for the year to which such bonuses are attributable.

(n) Allowance for incentive points
The allowance for incentive points granted to members of KARUWAZA CLUB, which is the Company’s original club for customers, is provided
in the amount estimated for the future use of incentive points, as a reasonable estimation has become available.

(o) Income taxes

Income taxes are accounted for by the asset and liability method. Deferred tax assets and liabilities are recognized for the future tax con-
sequences attributable to differences between the carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using the enacted tax rates expected to apply to taxable income in the years in which
those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax
rates is recognized in the period that includes the enactment date.

(p) Enterprise taxes

With the implementation of the “Revision of the Local Tax Law” issued on March 31, 2003, a local corporate enterprise tax base such as
“added value amount” and “capital amount” has been adopted. Enterprise taxes based on “added value amount” and “capital amount” are
included in selling, general and administrative expenses pursuant to “Practical Treatment for Presentation of Sized-Based Corporate Enter-
prise Taxes in the Statement of Income” (ASBJ Report of Practical Issues No. 12).
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(q) Consumption tax

The consumption tax imposed on the Circle K Sunkus Group’s customer revenues is withheld at the time the revenue is received and is
subsequently paid to the national and local governments. The consumption tax withheld upon the receipt of revenue and the consumption
tax paid by the Circle K Sunkus Group on the purchases of products, merchandise and services from vendors are not included in either oper-
ating revenue or operating costs and expenses in the accompanying consolidated statements of income.

(r) Appropriation of retained earnings
Cash dividends are recorded in the fiscal year when a proposed appropriation of retained earnings is approved by the Board of Directors
and/or the shareholders.

(s) Per share data

Net income per share is computed by dividing income available to common shareholders by the weighted average number of shares of
common stock outstanding during the respective years. Diluted net income per share is not disclosed because the Circle K Sunkus Group
had no diluted common shares for the years ended February 28, 2010 or 2009. Cash dividends per share shown for each fiscal year in the
accompanying consolidated statements of income represent dividends declared as applicable to the respective year.

3. Investments

At February 28, 2010 and 2009, short-term investments consisted of a joint money trust.
At February 28, 2010 and 2009, investment securities consisted of the following:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010

Marketable securities:
Equity securities ¥1,634 ¥1,690 $18,360
Bonds 1,195 1,977 13,427
Total marketable securities 2,829 3,667 31,787
Other nonmarketable securities 208 178 2,337
¥3,037 ¥3,845 $34,124

During the years ended February 28, 2010 and 2009, the Circle K Sunkus Group recorded a loss on the write-down of available-for-sale
securities and investments in unconsolidated subsidiaries and affiliates due to a permanent diminution in value in the amount of ¥4
million ($45 thousand) and ¥92 million, respectively. This loss is reflected in the accompanying consolidated statements of income.

Annual Report 2010 @



Marketable securities are classified as available-for-sale and are stated at fair value, with unrealized gains and losses excluded from
current earnings and reported as a net amount in an equity account until realized. At February 28, 2010 and 2009, gross unrealized gains

and losses for marketable securities were summarized as follows:

Gross Gross Fair and
unrealized unrealized carrying
Cost gains losses value

Millions of yen

At February 28, 2010:
Marketable securities:

Equity securities ¥ 843 ¥800 ¥ (9) ¥1,634
Bonds 1,200 1 (6) 1,195
¥2,043 ¥801 ¥(15) ¥2,829

At February 28, 2009:
Marketable securities:

Equity securities ¥ 847 ¥852 ¥ (9) ¥1,690
Bonds 2,000 2 (25) 1,977
¥2,847 ¥854 ¥(34) ¥3,667

Thousands of U.S. dollars

At February 28, 2010:
Marketable securities:

Equity securities $ 9,472 $8,989 $(101) $18,360
Bonds 13,483 11 (67) 13,427
$22,955 $9,000 $(168) $31,787

At February 28, 2010, expected maturities of available-for-sale debt securities were as follows:

Millions of Thousands of

yen U.S. dollars

Due in one year or less ¥3,000 $33,708
Due after one year through five years 1,195 13,427
¥4,195 $47,135
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4. Accounts Receivable: Due from Franchised Stores

Under franchise agreements, the Company as franchiser and the consolidated subsidiaries as area franchisers are responsible for provid-
ing architectural and design services with respect to the respective franchised store facilities, for training of franchisee personnel, and
for the centralized processing of invoices from suggested vendors of merchandise and the subsequent payment of amounts payable to
such vendors.

The EDP system of the Circle K Sunkus Group generates a record of merchandise purchased by each franchised store and accumulates
the amounts payable to respective vendors. Under the agreement, the Circle K Sunkus Group, as a representative of all franchised stores,
pays the amounts payable to the vendors on behalf of the franchised stores. When the merchandise is received by each franchised store,
the Circle K Sunkus Group records the cost of the merchandise in “Accounts receivable: Due from franchised stores,” since the costs will be
subsequently recovered from the respective franchise stores.

The “Accounts receivable: Due from franchised stores” account in the accompanying consolidated balance sheets represents the net
amounts recoverable from the franchised stores.

5. Property and Equipment

At February 28, 2010 and 2009, property and equipment consisted of the following:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010

Land ¥ 8,399 ¥ 8,505 $ 94,371
Buildings and structures 64,569 61,493 725,494
Machinery, equipment and vehicles 136 137 1,528
Furniture and fixtures 16,933 17,044 190,259
Leased assets 12,633 - 141,944
Construction in progress 127 805 1,427
102,797 87,984 1,155,023
Less accumulated depreciation (42,728) (38,411) (480,090)
¥ 60,069 ¥ 49,573 $ 674,933

6. Impairment of Fixed Assets

For the purpose of recognition and measurement of an impairment loss, fixed assets of the Circle K Sunkus Group are grouped principally
into cash generating units, such as stores. The Circle K Sunkus Group determines whether assets are impaired based on an analysis of sig-
nificant decreases in the fair value of land, the schedules of closing stores and ongoing operating losses of stores. An impairment loss is
recognized if undiscounted expected cash flows are less than the carrying amount of an asset. The recoverable amounts of assets were
measured based on net selling prices primarily from appraisal valuations or amounts of operating cash flows discounted by interest rates of
2.7% and 7.4% for the years ended February 28, 2010 and 2009, respectively. For the year ended February 28, 2009, the Circle K Sunkus
Group recognized an impairment loss on goodwill after assuming the recoverable amount to be nil due to a significant decline in actual
value.
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For the years ended February 28, 2010 and 2009, the Circle K Sunkus Group recognized impairment loss on fixed assets of ¥3,529 mil-
lion ($39,652 thousand) and ¥3,226 million, respectively, as follows:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Convenience stores:

Land ¥ 208 ¥ 41 $ 2,337
Buildings and structures 2,004 1,873 22,517
Furniture, fixtures and equipment 415 233 4,663
Software - 30 -
Goodwill - 58 -
Leased property and equipment 618 722 6,944
Other 284 269 3,191
Total ¥3,529 ¥3,226 $39,652

7. Investments in and Long-term Loans to Unconsolidated Subsidiaries and Affiliates

At February 28, 2010 and 2009, investments in and long-term loans to unconsolidated subsidiaries and affiliates consisted of the following:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Investments in:
Unconsolidated subsidiaries and affiliates stated at cost ¥974 ¥1,107 $10,944
Interest bearing long-term loans 3 18 33
¥977 ¥1,125 $10,977

8. Accounts Payable: Due to Franchised Stores

The cost of merchandise supplied to franchised stores is debited as “Accounts receivable: Due from franchised stores” as described in Note 4.

All franchised stores make remittances of cash proceeds from daily sales to the Circle K Sunkus Group. In certain instances, the remit-
tance from a franchised store exceeds the balance of the “Accounts receivable: Due from franchised stores” account. In the accompanying
consolidated balance sheet, such negative balances are shown as “Accounts payable: Due to franchised stores.”
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9. Employee Retirement Benefits
The following table reconciles the benefit obligation and net periodic retirement benefit expense as of and for the years ended February 28,
2010 and 2009:

Thousands of U.S.

Millions of yen dollars
2010 2009 2010
Projected benefit obligation ¥ 9,774 ¥ 9,373 $109,820
Fair value of pension plan assets at end of year (7,926) (6,627) (89,056)
Projected benefit obligation in excess of pension plan assets 1,848 2,746 20,764
Less unrecognized actuarial differences (loss) (2,625) (3,631) (29,494)
Unrecognized past service costs 1,085 1,260 12,191
Net amount of employee retirement benefit liability
recognized on the consolidated balance sheets ¥ 308 ¥ 375 $ 3,461

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Components of net periodic retirement benefit expense:

Service cost ¥ 603 ¥ 600 $ 6,775
Interest cost 186 196 2,090
Expected return on pension plan assets (263) (351) (2,955)
Amortization of actuarial differences 612 386 6,876
Amortization of past service costs (175) (175) (1,966)
Net periodic retirement benefit expense ¥ 963 ¥ 656 $10,820

Major assumptions used in the calculation of the above information for the years ended February 28, 2010 and 2009 were as follows:

2010 2009
Method attributing the projected benefits to periods of services Straight-line method Straight-line method
Discount rate 2.0% 2.0%
Expected rate of return on pension plan assets 4.0% 4.0%
Amortization period of actuarial differences 8 to 10 years 8 to 10 years
Amortization period of past service costs 10 years 10 years

10. Equity

The Japanese Corporate Law (“the Law”) became effective on May 1, 2006, replacing the former Japanese Commercial Code. The Law is

generally applicable to events and transactions occurring after April 30, 2006 and for fiscal years ending after that date.
Under Japanese laws and regulations, the entire amount paid for new shares is required to be designated as common stock. However, a
company may, by a resolution of the Board of Directors, designate an amount not exceeding one half of the price of the new shares as

additional paid-in capital, which is included in capital surplus.
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Under the Law, in cases where a dividend distribution of surplus is made, the smaller of an amount equal to 10% of the dividend or the
excess, if any, of 25% of common stock over the total of additional paid-in capital and legal earnings reserve must be set aside as addi-
tional paid-in capital or legal earnings reserve. Legal earnings reserve is included in retained earnings in the accompanying consolidated
balance sheets.

Under the Law, legal earnings reserve and additional paid-in capital can be used to eliminate or reduce a deficit by a resolution of the
shareholders” meeting. Additional paid-in capital and legal earnings reserve may not be distributed as dividends. All additional paid-in
capital and all legal earnings reserve may be transferred to other capital surplus and retained earnings, respectively, which are potentially
available for dividends.

At February 28, 2010 and 2009, capital surplus consisted principally of additional paid-in capital. In addition, retained earnings
included legal reserve of the Company in the amount of ¥688 million ($7,730 thousand) and ¥688 million at February 28, 2010 and
2009, respectively.

The maximum amount that the Company can distribute as dividends is calculated based on the nonconsolidated financial statements of
the Company in accordance with Japanese laws and regulations.

At the annual shareholders” meeting held on May 26, 2010, the shareholders approved cash dividends amounting to ¥1,675 million
($18,820 thousand). Such appropriations have not been accrued in the consolidated financial statements as of February 28, 2010, but are
recognized in the period in which they are approved by the shareholders.

11. Lease Commitments

The Circle K Sunkus Group leases store and office spaces principally under long-term cancelable lease agreements. The Circle K Sunkus
Group also leases computer equipment, store fixtures and equipment principally under five-year noncancelable lease agreements. (See also
Note 2 (b))

As discussed in Note 2 (i), the Circle K Sunkus Group accounts for leases which existed at the transition date and do not transfer own-
ership of the leased property to the lessee as operating lease transactions. If such leased property of the Circle K Sunkus Group had been
capitalized, amounts in the related accounts would have been increased (decreased) at February 28, 2010 and 2009 as follows:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Property and equipment, net of accumulated depreciation ** ¥20,531 ¥28,415 $230,685
Lease obligations as liabilities *? 22,031 29,783 247,539
Allowance for impairment loss on leased property (775) (818) (8,708)
Net effect on retained earnings at year-end ¥ (725) ¥ (550) $ (8,146)

Additionally, for the years ended February 28, 2010 and 2009, income before income taxes and minority interests would have been
¥175 million ($1,966 thousand) and ¥49 million less, respectively.

Notes. *1. Pro forma depreciation of leased property is computed by the straight-line method over the term of the lease, assuming the leased property had been capitalized.
*2. Pro forma interest on lease obligations under financing leases is computed by the interest method over the term of the lease.
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Future minimum payments for noncancelable finance leases, excluding imputed interest, and operating leases at February 28, 2010 and

2009 were as follows:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Finance leases:
Due within one year ¥ 6,319 ¥ 7,713 $ 71,000
Due after one year 15,712 22,070 176,539
¥22,031 ¥29,783 $247,539
Operating leases:
Due within one year ¥ 767 ¥ 904 $ 8,618
Due after one year 413 728 4,640
¥ 1,180 ¥ 1,632 $ 13,258

12. Contingent Liabilities
At February 28, 2010 and 2009, contingent liabilities in respect to guarantees of indebtedness of unconsolidated subsidiaries and affiliates,
franchisees and others amounted to ¥4,051 million ($45,517 thousand) and ¥3,615 million, respectively.

13. Derivative Instruments

The Circle K Sunkus Group does not hold and has not issued any derivative instruments.

14. Income Taxes
Income taxes for the years ended February 28, 2010 and 2009 consisted of the following:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Income taxes:
Current ¥4,696 ¥7,876 $52,764
Deferred 530 669 5,955
¥5,226 ¥8,545 $58,719
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The tax effects of temporary differences that give rise to a significant portion of deferred tax assets at February 28, 2010 and 2009

were as follows:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Deferred tax assets:
Enterprise tax accruals ¥ 126 ¥ 371 $ 1,416
Allowance for doubtful accounts 488 627 5,483
Accrued bonuses 328 333 3,685
Depreciation 48 35 539
Employee retirement benefit liability 125 151 1,404
Impairment loss on fixed assets 3,058 2,619 34,360
Long-term deferred income 740 847 8,315
Write-down of investment securities 452 449 5,079
Long-term deferred credit 465 466 5,225
Other 1,570 1,442 17,640
Less valuation allowance (3,036) (2,446) (34,112)
4,364 4,894 49,034
Deferred tax liabilities:
Unrealized gains on available-for-sale securities (320) (330) (3,596)
(320) (330) (3,596)
Net deferred tax assets ¥ 4,044 ¥ 4,564 $ 45,438

In assessing the realizability of deferred tax assets, management of the Circle K Sunkus Group considers whether it is more likely than
not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent
upon the generation of future taxable income during the periods in which these temporary differences become deductible. At February
28, 2010 and 2009, a valuation allowance was established to reduce the deferred tax assets to the amount management believed could
be realized.

The reconciliation of the difference between the Japanese statutory effective tax rate and the effective income tax rate on pre-tax
income reflected in the accompanying consolidated statements of income for the years ended February 28, 2010 and 2009 was as follows:

Percentage of pre-tax income

2010 2009

Japanese statutory effective tax rate 40.69% 40.25%
Increase (decrease) due to:

Permanently nondeductible expenses 1.09 0.90

Tax exempt income (0.23) (0.27)

Local minimum taxes per capita levy 1.26 0.70

Change in valuation allowance 5.60 6.16

Other 0.07 (0.15)
Effective income tax rate 48.48% 47.59%
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15. Additional Income Statement Information

Additional income statement information for the years ended February 28, 2010 and 2009 was as follows:

Thousands of

Millions of yen U.S. dollars

2010 2009 2010
Payroll and remuneration expenses ¥22,464 ¥21,795 $252,404
Advertising expenses 7,151 9,109 80,348
Depreciation 10,372 7,887 116,539
Utility expenses 2,011 2,417 22,596
Rental and lease expenses 50,301 49,650 565,180

16. Related Party Transactions
During the years ended February 28, 2010 and 2009, the Circle K Sunkus Group had operational transactions with unconsolidated subsidiar-

ies, affiliates and the UNY Group companies. A summary of the significant transactions with these related parties for the years ended
February 28, 2010 and 2009 was as follows:

Thousands of

Millions of yen U.S. dollars
2010 2009 2010
Sale of investment securities ¥ - ¥ 140 $ -
Property and equipment lease contract cancellation expenses - 167 -
Acceptance of commercial paper 24,496 24,495 275,236

17. Segment Information
The primary business of the Circle K Sunkus Group is the management of stores and franchise operations in respect to the Circle K and

Sunkus convenience store chains. Segment information is not shown because the Circle K Sunkus Group operated predominantly in a single
industry during the years ended February 28, 2010 and 2009.
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Independent Auditors' Report

To the Shareholders and Board of Directors of
Circle K Sunkus Co., Ltd.:

We have audited the accompanying consolidated balance sheets of Circle K Sunkus Co.,
(the “Company”) and its consolidated subsidiaries as of February 28, 2010 and 2009, anc
related consolidated statements of income, changes in equity and cash flows for the years
ended, expressed in Japanese yen. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to independently ex
an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Jap
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