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Circle K Sunkus operates a franchised convenience store business. Whereas net sales constitute the direct source of earnings
for non-franchise retailers, operating revenue is the source of earnings for Circle K Sunkus’ franchise business. As shown in
the chart on the right page, operating revenue is drawn from four main sources: @ royalties on gross profit of franchised
stores, @ license fees from area franchisers, @ net sales of Company-owned stores and @ other operating revenue.

@ Royalties on gross profit of franchised stores represent the majority of operating revenue. These royalties are a certain
percentage of each store’s monthly gross profit, as prescribed in the franchise agreement. (For further details, please refer to
the “Franchise Agreements” section on pages 8 and 9.)

® License fees from area franchisers are paid to Circle K Sunkus in return for the provision of information and expertise
concerning the convenience store business. As of February 28, 2010, Circle K Sunkus had 13 area franchisers. (For further
details, please refer to the “ Area Franchisers” section on pages 28 and 29.)

O Net sales of Company-owned stores represent the second-largest component of operating revenue. Net sales of Company-
owned stores vary according to changes in the number of Company-owned stores. As of February 28, 2010, Circle K Sunkus
had 418 Company-owned stores. (For trends in the ratio of Company-owned stores, please refer to the “Breakdown by
Franchise Agreement Type” section on page 15.)

O The primary component of other operating revenue is real estate rental income. For Type A agreement stores, Circle K Sunkus
leases the stores. Circle K Sunkus subleases some of these stores it leases to franchisees. The main component of real estate
rental income is rent received from franchisees after Circle K Sunkus records store leasing expenses for Type A agreement
stores it subleases, as selling, general and administrative (SG&A) expenses.
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