FEATURE 1:

The Re lentless Circle K Sunkus’ management policy for the

fiscal year ending February 28, 2011 is
Purs u-it Of that everyone should think and act
together. Based on this management

policy, we will collectively think about and
M 0 re Va lu e resolve the priorities and issues faced by
Circle K Sunkus as rapidly as possible. Our
efforts will be focused on building a founda-
tion for growth through the relentless pursuit
of more value, as we aim to make Circle K
Sunkus a company that can continue to grow in a
challenging business environment.

Achieved the Complete Unification of Our Organization

Circle K Sunkus conducted a reorganization in order to streamline its organization while strength-
ening internal ties and speeding up operations. Ever since the merger that formed the company,
we have phased in the unified management of both the Circle K and Sunkus store brands by the
Store Operations Division and Store Development Division. With this reorganization, Circle K
Sunkus has abolished its system of assigning responsibility to store supervisors and store devel-
opers by store brand. Through this measure, we have achieved our long-awaited goal since the
merger—the complete unification of our organization.

The Company has integrated the Store Operations Division and Store Development Division
into the new Store Development & Operations Division in order to strengthen ties between the
former two divisions and speed up operations on an unprecedented scale. Furthermore, aiming
to execute more fine-tuned regional strategies, Circle K Sunkus has further broken down the
coverage areas of its regional divisions from four to six areas. At the same time, the Company
has abolished the post of deputy head, and has transferred authority to the heads of each
regional division, thereby clarifying roles and accountability.

Additionally, the Company established the Business Innovation Development Division special-
izing in the development of new business formats, as a measure to develop entirely new conve-
nience stores, which will be crucial to future growth. In this process, we will develop new
convenience store models, including smaller shops and convenience stores with drug counters.

@ Circle K Sunkus Co., Ltd.



Initiatives to Further Reduce Costs and
Strengthen Franchisee Support Measures

The convenience store industry faces fierce competition across traditional and nontraditional
business formats such as food service establishments and drug stores, in addition to weak con-
sumer spending. In the fiscal year ending February 28, 2011, we will work to substantially lower
Head Office costs by continuing to rigorously enforce inefficiency reduction measures. On the
other hand, we will allocate some of the cost savings to bolstering franchisee support measures,
with the aim of enhancing franchisee earnings. Through these initiatives, Head Office and fran-
chisees will work as one to expand one another’s earnings.

Since the fiscal year ended February 28, 2010, Circle K Sunkus has conducted a Company-wide
drive to rigorously enforce inefficiency reduction measures. In the previous fiscal year, the Com-
pany achieved significant cost savings, reducing selling, general and administrative (SG&A)
expenses by ¥5.2 billion more than planned at the beginning of the fiscal year. For the fiscal year
ending February 28, 2011, we have expanded our targeted cost reduction items around the seven
items listed below. We are targeting annual cost reductions of approximately ¥3.3 billion.
Through further cost reductions and productivity enhancements, we aim to generate the funds
needed to improve franchisee sales.

1. Rigorously enforce inefficiency reduction measures and
change approaches

2. Reduce transportation expenses for various activities

3. Review overtime work and use of temp-agency staff

g Annual Reduction
4. Review outsourcing expenses Approximately ¥3.3 billion

5. Negotiate reductions in store rents

6. Review operating expenses at Company-owned stores

7. Other measures (personnel expenses, etc.)

With the aim of building strong partnerships with franchisees, Circle K Sunkus implemented
franchisee support measures in the previous fiscal year including launching the “Franchised Store
Staffing System” to provide staff placement services to franchise stores; establishing the Circle K
Sunkus Mutual Aid Organization; and conducting a “listening” initiative to directly convey the
views and proposals of franchisees to management. These measures will be continued into the
future. In the fiscal year ending February 28, 2011, we are implementing three new franchisee
support measures. The first measure is to provide for supervisor-franchisee sales-promotion
expenses to strengthen the sales capabilities of each individual store. For all franchised stores,
Circle K Sunkus will provide an annual payment of ¥100,000 per store. Franchisees will use this
payment to strengthen their sales capabilities while consulting with store supervisors on ways of
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using the funds more closely in line with actual conditions at each individual store. The second
measure is to change our approach to discounted sales. From April 2010, we adopted a new dis-
counted sales approach. This new approach provides advantages in terms of reducing the opera-
tional burden on franchised stores, in addition to enhancing franchisee sales and gross profit.
The third measure is to increase the number of nationwide TV commercials, while shifting to com-
mercials focused on products in order to enhance sales. We will spend approximately ¥1.2 billion
on these measures to strengthen support for franchisees.

Events that encourage franchisee participation will also be stepped up in the hope of raising
cohesion between franchisees and Head Office. In the first half of the fiscal year, we will hold a
training session for supporters of patients with dementia in order to develop a system for
responding to the future aging of Japanese society. In the second half, we will hold Franchised
Store Forums at various locations nationwide in order to provide an opportunity for franchisees
and Head Office management to engage in direct dialogue. In addition, we plan to organize a
visit to a fast food preparation center.

N
= The friendly, positive attitude of franchised
storeowners and store staff leads to retailing

spaces that customers can truly enjoy.

Franchised storeowners and store supervisors
work together to expand earnings at stores.

Aiming to Become an Even More Useful Convenience Store Chain

@ Circle K Sunkus Co., Ltd.

As an operator of convenience stores closest to customers” daily lives, Circle K Sunkus aspires to
fulfill the role that convenience stores can play as a source of a comprehensive range of services in
daily life. To this end, we have focused on enhancing services and functions where we provide the
“convenience” needed by customers in their daily lives, rather than limiting ourselves to the role of
a mere vendor of goods. Over the past three fiscal years, beginning with the fiscal year ended
February 29, 2008, we have put in place an offensive structure for rising above the competition and
establishing entirely new convenience stores by making a steady succession of large-scale system
investments to expand future sales and earnings. These investments include the introduction of
multi-use copy machines and KARUWAZA STATION in-store multimedia terminals, as well as the
installation of fiber-optic broadband cable in stores to pave the way for future services.

In the fiscal year ending February 28, 2011, we will continue to boldly pursue greater conve-
nience for customers in order to ensure that these investments produce results.



Circle K Sunkus accepts a diverse array of payment methods other than cash, including payment
via electronic money and credit card. In the fiscal year ending February 28, 2011, Circle K Sunkus
will begin accepting payment via Suica cards offered by East Japan Railway Company (JR East)
and QUO Cards, which are common nationwide prepaid cash cards, from July.

The market for electronic money has expanded in step with growing adoption of this payment
method. By fiscal 2012, the Japanese fiscal year ending March 31, 2013, the electronic money
market is expected to increase to around ¥6,600 billion in size. In the fiscal year ended February
28, 2010, Circle K Sunkus saw electronic money payments increase to ¥17,203 on a per-store,
daily basis, up 14% year on year.

Suica, which will enter service at Circle K Sunkus from July 2010, is an electronic money
format offered by a transportation company. The broad penetration of Suica is underscored by the
issuance of more than 31.22 million Suica cards to date. This growth has been fueled by the
greater convenience afforded by the ability to use Suica cards when transferring from JR to pri-
vate railways and buses, and vice versa. Circle K Sunkus will go beyond merely accepting Suica as
a form of payment to form a point-exchange tie-up between Suica and KARUWAZA CLUB, the Com-
pany’s in-house membership club. Through this tie-up, KARUWAZA CLUB members will be able to
exchange KARU Points accumulated by shopping at Circle K and Sunkus stores for Suica points.
This will be the convenience store industry’s first-ever tie-up between Suica and a convenience
store operator’s own membership service. With plans to expand its handling of electronic money
formats offered by transportation companies in the future, Circle K Sunkus will continue working
to boost customer footfall by further enhancing convenience for customers.

On the other hand, the QUO Card is a common nationwide prepaid cash card accepted at approxi-
mately 36,500 locations across Japan, including convenience stores, family restaurants, drug stores,
gasoline stations, and book shops. The high degree
of acceptance of QUO Cards has prompted
increased use of these cards as gifts or prizes.
Every year, approximately 30 million QUO Cards
with a total issue value of approximately ¥60 bil-
lion are newly issued and enter circulation. With

the acceptance of payment via QUO Cards, Circle K
Sunkus also seeks to capture demand for gifts.

An Expanding Range of Payment Methods
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Gift Cards

(July)

Edy electronic money
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Credit cards

(January)
QUICPay
Visa Touch (Smartplus)
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Suica and Quo Card entered service at Circle K and Sunkus
stores in July 2010.
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Expand acceptance of electronic
money formats offered by
transportation companies
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@ Circle K Sunkus Co., Ltd.

In August 2009, Circle K Sunkus completed the installation of KARUWAZA STATION in-store multi-
media terminals at all of its stores. With this step, the Company is now able to roll out a diverse
array of previously unavailable services and content, in addition to reducing the operational
burden on stores.

In the fiscal year ended February 28, 2010, Circle K Sunkus launched a steady stream of new
services. Beginning with lottery ticket sales for the Sports Promotion Lottery “toto” and BIG,
these services included a prize money payback service for the “toto” lottery, the first service of
its kind for a convenience store. Other new services included application filing services for vari-
ous examinations, application filing and fee payment services for university entrance examina-
tions, and airline ticket pick-up services. In the ticket area, Circle K Sunkus significantly
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expanded the range of tickets handled by offering tickets via JTB
Ticket, a new ticket vendor, in addition to Ticket Pia as before.

Consequently, ticket sales increased by 6% year on year in the
fiscal year ended February 28, 2010.
In the fiscal year ending February 28, 2011, Circle K Sunkus

plans to continue rolling out user-friendly, convenient content,
including value-priced services linked with the KARUWAZA CLUB
in-house membership club, as well as applications for driver’s
licenses and insurance policies.

KARUWAZA STATION in-store multimedia
terminals provide a diverse array of services.

KARUWAZA CLUB, Circle K Sunkus’ in-house membership club, has steadily expanded its membership
since its creation in July 2004. As of February 28, 2010, membership had exceeded 560,000 people.
Through the use of KARUWAZA STATION in-store multimedia terminals, customers are now able to
join the club much more easily and conveniently. Consequently, the number of members rose by
140,000 from the previous fiscal year. In the past, the Company added Edy electronic money to
original KARUWAZA CARDs while working to build a high-quality base of loyal customers through
point services. In addition, customer information has been analyzed and put to good use in market-
ing initiatives such as campaigns. In the fiscal year ending February 28, 2011, we will commence
KARUWAZA Coupon issuance from June and begin granting single-item bonus points in July, as part
of our plans to further boost our ability to attract customers to stores with these new services.



KARUWAZA Coupon is a service where discount coupons are issued instantly from the aforemen-
tioned KARUWAZA STATION in-store multimedia terminals. The service is expected to help boost
sales through the immediate use of discount coupons and increase the number of store visits by
customers checking the availability of discount coupons. Meanwhile, “single-item bonus points”
refers to the granting of bonus points in addition to ordinary points when purchasing eligible
products. Through this initiative, we seek to make points
easier to collect, and thus provide customers with a stron-
ger incentive to collect points, which will ultimately lead
to an increased number of store visits by customers.

By strengthening mutual point granting systems and
other ties with partner companies, including All Nippon
Airways Co., Ltd. and JR East, we aim to increase KARUWAZA
CLUB membership to 1 million people by February 28, 2011.

LIS
KARUWAZA CARD
KARUWAZA CARD KARUWAZA Coupons can be issued easily
with Edy electronic money from KARUWAZA STATION terminals.

Developing Products and Retail Spaces That Fit the Diversifying
Lifestyle Settings of Customers

Circle K Sunkus will continue to evolve by developing products and retail spaces that fit the
diversifying customer needs accompanying changes in Japan’s social structure.

Began Merchandising Activities Tied to Specific Time Periods

Customer needs vary continuously from morning to daytime and nighttime. Circle K Sunkus is
stepping up merchandising activities and sales promotion measures designed to capture customer
needs in each time period.

Circle K Sunkus faces a particularly large drop in the number of customers visiting stores
during the morning and night/late-night time periods. To address this situation, Circle K Sunkus
will begin conducting time-limited sales campaigns and offering combination menus tied specifi-
cally to the morning and night time periods from July 2010. By enhancing the range of products
best suited to breakfast or dinner, we aim to increase sales.
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Embracing the Challenge of Enhancing Long-life Products

For the fiscal year ending February 28, 2011, we will expand product volume in retail spaces by
enhancing the range of products available during off-peak hours. To address demand for products
that can be stored for a certain period before consumption, we will also bolster our lineup of
long-life products such as baked goods and delicatessen items.

In the baked goods category, we will target customer needs for bread stored for breakfast and
for snacks with “storable bread for convenient consumption.” In the delicatessen item category,
we will address the needs of double-income or single-person households with products based on
the themes of an “extra entrée item” and a “storable main entrée for convenient consumption.”

Long-life products have been improving in terms of taste and quality year after year thanks to
advancement in food manufacturers’ technologies. Circle K Sunkus will utilize long-life products
as supplementary products for retailing spaces after peak hours, with the aim of generating
value-added sales.

Circle K Sunkus is enhancing its range of
delicatessen items to enable customers to
Long-life delicatessen items have an extended enjoy choosing from more options. Discount
sales period of approximately 30 days. services are offered for combination purchases
of delicatessen items and rice.

Further Expansion of the Cherie Dolce Original Dessert Selection

@ circle K Sunkus Co., Ltd.

Since its launch in November 2007, the Cherie Dolce original dessert selection has earned a
strong reputation from customers as authentic desserts on a par with any specialist dessert shop.
In the process, it has become one of Circle K Sunkus” hallmark products. In November 2009, the
Company launched the Cherie Dolce o series of room-temperature baked and semi-fresh confec-
tionery, alongside its existing range of chilled desserts. Furthermore, to fortify the Cherie Dolce
brand, we added a new chilled beverages lineup from April 2010.

In its hallmark Cherie Dolce dessert selection, Circle K Sunkus added
new lineups of baked and semi-fresh confectionery and chilled
beverages to the existing range of chilled desserts, with the aim of
developing Cherie Dolce into a comprehensive sweets brand.




