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(As of February 28, 2011)

Note: Unless stated otherwise, figures for store results on pages 25 to 30
of the MD&A are shown on a non-consolidated basis.

Business Environment

In the fiscal year ended February 28, 2011, the Japanese
economy continued on a recovery track, supported by
export growth mainly to emerging economies and robust
corporate capital investment. Personal consumption also
picked up slowly in response to improved employment and
wage conditions accompanying a recovery in corporate
output, even after government policies such as tax cuts for
eco-friendly cars expired.

In the convenience store industry, the effects of an
unusually hot summer in combination with a number of
other factors, including a rise in cigarette sales accompa-
nying a tax hike, contributed to a rebound in existing store
sales. Consumers who grew weary of penny pinching
showed less preference for lower priced products. Moreover,
there were signs of recovery in sales of mainstay ready-
made meals such as boxed lunches and delicatessen foods.

Year-on-Year Changes in Existing Stores Sales by Region
(%)
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Store Results

"’ P.1-3, 12, 16-17, 30-32

Sales and Existing Store Sales (Y-o-Y Comparisons)

During the fiscal year ended February 28, 2011, Circle K
Sunkus saw a continued recovery in sales of fast food, per-
ishable food and certain other product categories. The
fiscal year was also defined by strong summer sales due to
lingering summer heat and thereafter a tax hike on ciga-
rettes in October 2010 that prompted the surge of demand
before it took effect.

Existing store sales in the fiscal year ended February
28, 2011 finished higher than our target, increasing 1.4%
year on year on a non-consolidated basis. As a result of
these factors, total store sales, including franchised stores,
increased 0.3% from a year earlier, to ¥855,010 million.

In the fiscal year ending February 29, 2012, Circle K
Sunkus and franchised stores will strive to enhance rev-
enues and earnings by further lowering Head Office costs
and deploying strategies to support higher revenues and
earnings at franchised stores. We will continue to cultivate
key original products while tackling declining customer
footfall. For example, we will run television commercials
and deploy merchandising initiatives focusing on nighttime
discounts on products and offering limited-period sales. We
aim to improve the convenience of Omise de Tsuhan, a
direct shopping service that uses our KARUWAZA STATION

Year-on-Year Changes in Existing Store Sales of
Major Convenience Store Chains
(%)
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Source: Financial reports prepared by each company.
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in-store multimedia terminals. We will further refine our

TOMEOKI service offering store pickup of merchandise. In
April 2011, subsidiary TOKI-MEKI.COM Co., Ltd. launched
KARUWAZA ONLINE, its own online shopping portal. The
goal is to boost franchise store earnings from commissions
while offering limited product offerings and incentive
points to the more than one million members of the
KARUWAZA CLUB, thereby attracting more of these custom-
ers to stores and developing customer loyalty.

On May 13, 2011, we amended our forecasts for existing
store sales in light of the impact of the Great East Japan
Earthquake of March 11, 2011. We had initially planned a
0.5% rise in these sales, but ultimately projected that
there would be no change. As a result, we now expect total
store sales, including franchised stores, to increase 2.1% to
¥873,370 million.

Average Daily Sales at Major Convenience Store Chains
(thousands of yen)
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Source: Financial reports prepared by each company and news reports.

"' | P.12, 32

Average Daily Sales and Daily Average Number of Customers
per Store, and Average Purchase per Customer

During the period under review, buoyant sales in the
summer owing to unusually hot weather were comple-
mented by an increase in cigarette sales in response to a
tax hike in October 2010. In the second half of the fiscal
year, the average purchase per customer increased 1.1%
owing to higher average prices on ready-made food prod-
ucts such as rice and delicatessen items. The average
number of daily customers per store declined 2.5%, how-
ever, as the boost in customer footfall from the introduc-
tion of the taspo card since the second half of 2009 ran its
course. Average daily sales at all stores thus decreased
¥1,000, while the decline at existing stores was ¥7,000.
Average daily sales at newly opened stores rose ¥17,000,
reflecting our regional strategy for opening stores with an
emphasis on quality.

Average Daily Sales, Average Number of Customers and Average Purchase per Customer at Circle K Sunkus Stores

(yen, customers)

2009/2 2010/2 2011/2
Change Change Change

Existing stores

Average daily sales per store 498,000 4.1% 476,000 -5.6% 474,000 -1.4%

Average number of daily customers per store 849 4.0% 830 -3.1% 817 -2.5%

Average purchase per customer 587 0.0% 573 -2.5% 580 1.1%
Average daily sales at all stores 495,000 5.8% 472,000 —4.6% 471,000 -0.4%
Average daily sales at newly opened stores 455,000 11.2% 414,000 -9.0% 431,000 4.1%

Note: Year-on-year changes for existing stores represent comparisons of figures for existing stores in a given fiscal year with the same existing stores in the previous fiscal year,

not comparisons with existing stores for the previous fiscal year.

Circle K Sunkus Co., Ltd.



Investors’
Guide

P.2-3, 8-9, 14-17, 31-32

Stores Opened/Closed and Number of Stores at Fiscal Year-end
On the store development front, Circle K Sunkus strove to
improve the earnings power of its stores. This entailed
reducing rents and construction expenses, as well as boost-
ing the average daily sales of new stores. In certain
regions, store operation divisions and store development
divisions were integrated into a unified regional Store
Development & Operations Division in order to upgrade
coordination on store relocations, multi-store franchise
agreements and so forth. Furthermore, Circle K Sunkus
began opening tie-up stores with cocokara fine Inc., a
drugstore chain operator, as part of a business partnership
between the two companies. As a result, Circle K Sunkus
had a total of 5,001 stores as of February 28, 2011, repre-
senting a net increase year on year of 43 stores. New stores
numbered 301 while 258 stores were closed.

In terms of franchise agreement type, in the fiscal year
ended February 28, 2011, Type A* stores continued to
decline in number, while Type C* stores once again
increased. Although Circle K Sunkus has been facing
increasing difficulty year after year in securing locations
suited to Type A stores, the Company has been stepping up
the opening of Type A stores, opening 14 Type A stores in
the fiscal year ended February 28, 2011. On the other

* Refer to the tables on page 28 for details

Stores Opened/Closed

(stores)

hand, more and more new Type C stores have been opened,
primarily inside buildings. As a result, Type C stores once
again accounted for more than 90% of all new stores in the
fiscal year ended February 28, 2011. We have been working
to reduce the number of Company-owned stores since the
fiscal year ended February 29, 2008. There were 114 clo-
sures in the year under review. In addition, the Company
utilized the “Venture Employee System” and the “Opera-
tions Management Employee System” to convert Company-
owned stores into franchised stores, resulting in the
reduction of 67 Company-owned stores from the previous
fiscal year-end.

During the year, major convenience store chains posted
a net increase in the number of stores, reflecting fewer
stores closing than in the previous year.

In the year ending February 29, 2012, the Company will
prioritize improving the efficiency of new store invest-
ments. The return on invested capital will be the prime
benchmark in rigorously assessing the market and location
of new stores to improve the average daily sales at newly
opened stores. We will also strive to recoup investments by
reducing leasing and construction costs to bolster store
profitability. In particular, the Company plans to improve
average daily sales at newly opened stores by opening more
of them in the highly profitable Kanto and Chukyo regions.

Stores by Geographic Region

(stores)

BHokkaido 191 (3.8%)

Stores opened 265 285 301
Tohoku 473 (9.5%)
Stores relocated 120 88 67 Kanto 1,153 (23.1%)
Stores closed 255 266 258 WKoshinetsu 230 (4.6%)
N Hokuriku 221 (4.4%)
Net increase 10 19 43 BTokai 1,744 (34.9%)
Fiscal year-end 4,939 4,958 5,001 M Kansai 792 (15.8%)
Chugoku 174 (3.5%)
Kyushu 23 (0.5%)
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We will launch mini convenience stores in small premises—

a move that we had delayed—where capital investments
and operating costs will be minimized. We plan to open
315 stores (including 15 mini convenience stores and 65

relocations). We look to close 265 stores, including an

Types of Franchise Agreements

Franchise agreements

The owner of the facility, who has received franchi-
see approval, sets up and runs the store with his/
her own investment.

additional 10 owing to the impact of the Great East Japan
Earthquake, resulting in a net increase of 50 stores. Conse-
quently, Circle K Sunkus expects to have a total of 5,051
stores as of February 29, 2012.

The Company rents the property and recruits the
store manager separately to run the store.

Contract period

120 monthly accounting periods (approx. 10 years)

Investments required by franchisees

¥37.2 million

¥7.2 million

Contracted cash segregated as deposits

¥2.5 million, borne by franchisees

Commission for setting up store

¥0.5 million

Education and training expenses

¥0.3 million

Franchise membership fees

¥0.5 million

Part of payments for purchased products

¥1.2 million

Merchandise, equipment and consumables

¥4.7 million, borne by franchisees

Land, buildings and internal remodeling

¥30.0 million, borne by franchisees

Borne by the Company

Rent

Borne by franchisees

Borne by the Company

Royalty percentage
(Relative to monthly gross profit)

14%-30%; 30% on average

37%-62%; 47% on average

Minimum revenue guarantee

Annual net sales of franchised stores ¥23.0 million
(¥19.0 million + annual sales x 6%) < ¥27.0 million

Annual net sales of franchised stores ¥20.0 million
(¥14.0 million + annual sales x 6%) < ¥22.0 million

Change in type of agreement

None

Upgrade to Type A if satisfactory performance
achieved over two years following the opening of the
store

Notes 1. The average royalty percentage was calculated assuming average daily store sales of ¥471,000 and an average product markup of 27.69% for the year ended February 28, 2011.
2. The monetary figures given for “Merchandise, equipment and consumables” and “Land, buildings and internal remodeling” are amounts for an average store: the actual amount

will differ for each store.

Number of Stores by Franchise Agreement Type

Stores Opened/Closed of Major Convenience Store Chains

(stores) (stores)
2009/2 2010/2 2011/2 1,000{ 939

Type A 1,244 1,196 1,104

Share 25.2% 24.1% 22.1% 500| I 449
Type E 436 399 368 o 301

Share 8.8% 8.1% 7.4% ") E
Type C 2,751 2,945 3,178 éé;

Share 55.7% 59.4% 63.5% -500 258 302 270
Company-owned stores 508 418 351 | 460

Share 10.3% 8.4% 7.0% 1,000
Note: Type E agreement: This agreement lies between Type A and Type C agreements. Circle K Sunkus  Seven-Eleven LAWSON FamilyMart

The average royalty percentage for Type E agreements is approximately 44%.

Type E agreements specific to Sunkus were abolished
some exceptions such as relocations.

Circle K Sunkus Co., Ltd.

in September 2004 with

Note: Figures for each convenience store chain represent stores in Japan only,

excluding those of consolidated subsidiaries.
Including 329 am/pm stores that were converted to FamilyMart stores.
Source: Financial reports prepared by each company and news reports.
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Product Details and Markup Rates

On the product development front, Circle K Sunkus sought
to develop products and retailing spaces that match cus-
tomers’ increasingly diverse lifestyles. The Company
aggressively launched television commercials to boost
sales of key products; namely the Oishii Soup & Soup
Gohan (Rice in Soup) series of soup dishes, rubetta series
of pasta dishes and the Cherie Dolce dessert selection. In
October 2010, a massive campaign commemorating the
30th anniversary of the first Circle K and Sunkus stores in
Japan was launched. In the Cherie Dolce series in particu-
lar, Tenshi no Cheesecake (Angel’s Cheesecake) went on to
sell around 3 million servings in the first month after
launch, making it the biggest hit in the history of the
Company’s dessert offerings.

Circle K Sunkus strengthened the rice dish category by
increasing dishes in the intermediate price range of around
¥500, in addition to enhancing value-priced and premium-
range lineups. These actions led to improvements in both
unit sales prices and gross profit margins.

On the service development front, Circle K Sunkus
strove to increase customer convenience by broadening the
array of payment methods centered on electronic money
formats that various transportation companies offer;
including Suica Cards offered by East Japan Railway Company

Sales by Product and Product Markups

(JR East). In addition, in order to encourage electronic
money users to join the in-house KARUWAZA CLUB,

Circle K Sunkus developed deeper ties with membership
organizations of partner companies through improved
incentive-point exchange programs and other means. Those
efforts helped raise membership in KARUWAZA CLUB to more
than a million customers by February 28, 2011. In Febru-
ary 2011, the Company launched Omise de Tsuhan, a new
type of online shopping service that enables users to per-
form all transaction steps, from ordering, payment and
receipt of merchandise, on in-store KARUWAZA STATION
multimedia terminals.

Fast foods:
Rice dishes, sandwiches, noodles, delicatessen snacks
and countertop fast foods

Perishable foods:
Milk, chilled beverages, pastries, sandwiches, desserts
and fresh food items

Processed foods:
Alcoholic beverages, soft drinks, snacks,
instant noodles, ice cream and dried foods

Non-food items:
Magazines, newspapers, tobacco, cosmetics and
general merchandise

Services:
Tickets, stamps and parcel delivery

2011/2

Sales Markup Sales Markup Sales Markup

Growth SIEI Change  Growth Sl Change  Growth SL Change
Fast foods -3.2% 18.2% 36.2% 0.2% -10.5% 17.0% 36.3% 0.1% -0.5% 16.9% 37.0% 0.7%
Perishable foods 0.0% 12.8% 34.4% 0.2% -4.9% 12.8% 34.4% 0.1% -1.3% 12.6% 34.9% 0.4%
Processed foods -2.0% 29.6% 36.5% 0.5% -5.5% 29.2% 36.8% 0.2% -1.9% 28.6% 37.4% 0.6%
Non-food items 16.8% 34.0% 16.6% -1.6% -1.3% 35.1% 16.2% -0.5% 1.3% 35.4% 15.8% -0.4%
Services -3.9% 5.4% 6.4% -0.3% 5.0% 5.9% 5.9% -0.5% 11.3% 6.5% 5.4% -0.5%
Total 3.6% 100.0% 28.11% -0.88% -4.3% 100.0% 27.64% -0.47% 0.3% 100.0% 27.69% 0.05%

Annual Report 2011



The average product markup for Circle K Sunkus in the
February 2011 fiscal year was 27.69% on a non-consolidated
basis, up 0.05 of a percentage point from the previous

fiscal year. Although low-margin cigarettes and service
merchandise recorded higher sales and accounted for a
greater share of overall sales, there were major improve-
ments in margins in fast foods, perishable foods, pro-
cessed foods and certain other categories, and healthy
sales growth.

For the fiscal year ending February 29, 2012, Circle K
Sunkus expects the average product markup to improve
0.05 of a percentage point to 27.74%. This forecast is
based on the positive impact of logistics reforms and
efforts to improve average product markups at the single-
product and product-category levels, despite ongoing
growth in sales of lower margin tobacco products.

Consolidated Operating Results for the Fiscal
Year Ended February 28, 2011

e’ P.1-3, 18-19

Total operating revenue for the year under review decreased
0.9% to ¥192,305 million. The Company’s operating rev-
enue is drawn from franchise commissions from franchised
stores, license fees from area franchisers, net sales of

Company-owned stores and other operating revenue. In the
fiscal year ended February 28, 2011, management contin-
ued to reduce the number of Company-owned stores as a
policy objective, leading net sales from these stores to
decline 6.9% to ¥77,379 million. At the same time, fran-
chise commissions from franchised stores increased 3.9%
to ¥102,766 million, key factors being a net increase in the
number of stores and an increase in the number of
Company-owned stores converted into franchises.

Operating gross profit rose 2.6% to ¥133,120 million,
reflecting improved product markups, greater contributions
from consolidated subsidiaries, and higher franchise com-
missions from franchised stores.

Operating income climbed 22.2% to ¥18,572 million.
Circle K Sunkus had planned to boost selling, general and
administrative (SG&A) expenses in line with the addition of
consolidated subsidiaries. These expenses were almost
unchanged, however, at ¥114,548 million, due to the pur-
suit of cost effectiveness and rigorous efforts to reduce
inefficiencies. The main factors behind the change in SG&A
expenses were as follows. The reduction in the number of
Company-owned stores caused management consignment
fees to decline 29%, while equipment leasing expenses
dropped 12.4%. The adoption of new lease accounting

Markups (Gross Margin) for Major Convenience Store Chains over the Past Five Years

(%)

Circle K Sunkus Seven-Eleven
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Source: Financial reports prepared by each company and news reports.
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standards led to a 12.6% rise in depreciation. Rental and
lease expenses were up 0.8%, owing largely to an increase
in the number of Type C franchise agreement stores and
store relocations. Payroll and remuneration expenses rose
0.6%, while advertising and sales promotion expenses
climbed 1.3%, mainly because of higher spending on
television commercials.

Net income increased 29% to ¥7,165 million. Net
income per share was ¥85.55.

On May 13, 2011, Circle K Sunkus announced revisions
to its forecasts for the year ending February 29, 2012, in
light of the impact of the Great East Japan Earthquake.
Management now expects operating revenue to decrease
2.1% year on year to ¥188,210 million. The Company will
continue spending on measures to help franchisees boost
their sales and earnings while maintaining sales promo-
tions through television commercials. Nonetheless, it plans
to increase SG&A expenses by 0.9% by streamlining Head
Office and undertaking rigorous efforts to reduce inefficien-
cies. Operating income is thus projected to fall 3.1% year
on year to ¥18,000 million, with net income dropping 48%
to ¥3,750 million.

Consolidated Operating Results
(millions of yen)

Total operating revenues Operating income

300,000| 30,000
23,010
200,000 “pe 20,000
,000 194,143 192,305 ,000| 18,572
15,200
100,000| 10,000|
0 0
09/2 10/2 11/2 09/2 10/2 11/2

Consolidated Subsidiaries

e | P.27

In the fiscal year ended February 28, 2011, area franchiser
Sunkus Hokuria Co., Ltd., became a consolidated subsidiary,
bringing the number of such consolidated area franchisers
to five. We now have eight consolidated subsidiaries. The
other three are ZERO NETWORKS Co., Ltd., which is con-
tracted to conduct ATM operations, 99 ICHIBA Co., Ltd.,
which operates small fresh food supermarkets, and Retail
Staff Co., Ltd., which offers staffing services.

Our five area franchisers, including one newly consolidated
during the term, boosted their net sales 46% year on year.
Their SG&A expenses rose ¥2,462 million, however, resulting
in an operating loss of ¥178 million. ZERO NETWORKS set
up new ATMs in five new prefectures during the year. As of
February 28, 2011, that company had installed a total of
4,196 ATMs, up 241 from a year earlier. With steady
increases in ATM transactions, ZERO NETWORKS generated
operating income of ¥617 million, up 65%. 99 ICHIBA
posted an operating loss of ¥155 million, ¥273 million less
than a year earlier, reflecting efforts to enhance its earn-
ings structure by opening stores at a slower pace.

Area franchiser Sunkus Higashi-Saitama Co., Ltd. will
become a newly consolidated subsidiary from the fiscal year

Return on Equity (ROE) and
Return on Assets (ROA)

Net income (%)
12,000 15.0|
9,435
10.8
8,000 10.0
[ 7,165 [
8.2
5,555 74
7.1
4,000] 5.0 \/5~3
4.2
0 0
09/2 10/2 11/2 09/2 10/2 11/2
= ROE = ROA

Notes: 1. ROA = (Operating income +
Interest and dividend income) /
Total assets (Yearly average) x
100
2. ROE = Net income / Sharehold-
ers’ equity (Yearly average) x
100
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ending February 29, 2012, bringing the number of consoli-
dated area franchisers to six. Sunkus Higashi-Saitama proj-
ects an operating loss of ¥47 million, reflecting additional
SG&A expenses from newly consolidated subsidiaries. ZERO
NETWORKS expects operating income to decline 32% to
¥422 million. 99 ICHIBA aims to reduce its operating loss
by continuing to improve its earnings structure.

Consolidated Financial Position
s P.1-3, 19
Total current assets increased ¥15,652 million from the
previous fiscal year-end to ¥105,572 million. This was due
mainly to increases of ¥12,439 million in cash and cash
equivalents and ¥3,266 million in other accounts receivable.
Net property and equipment increased ¥8,064 million to
¥68,133 million. This mainly reflected an increase of
¥9,645 million in lease assets, as Type C franchise agree-
ments, where Circle K Sunkus supplies new stores for fran-
chisees, account for more than 90% of all new stores.
Investments and other assets decreased ¥8,533 million
to ¥66,322 million. Long-term leasehold deposits declined
¥5,922 million.
Total current liabilities increased ¥9,576 million to

Business Performance of Consolidated Subsidiaries
(stores, millions of yen)

¥81,533 million. This mainly reflected a ¥928 million rise
in trade accounts payable in line with higher total store
sales. Another factor was a ¥3,501 million increase in
income taxes payable because of a rise in taxable income
from the previous year.

Long-term liabilities increased ¥1,767 million to
¥21,822 million. This was largely because of a ¥2,970 million
rise in lease obligations.

As a result of these factors, total equity increased
¥3,840 million to ¥136,672 million. This change reflected
a ¥3,815 million rise in retained earnings from a year
earlier, which reflected net income of ¥7,165 million,
despite payments of ¥3,350 million for dividends. Conse-
quently, the equity ratio was 56.9%, and total equity per
share was ¥1,631.86.

Consolidated Cash Flows

" P.2-3, 18

In the year ended February 28, 2011, operating activities
provided net cash of ¥27,303 million, 71.5% more than in
the previous fiscal year. The main contributors were income
before income taxes and minority interests of ¥13,254
million, 22.9% more than in the previous year; and an

2011/2 2012/2 (Forecast)

Five area fran-

Six area fran-

chisers total 99 ICHIBA  ZERO NETWORKS  Retail Staff chisers total 99 ICHIBA  ZERO NETWORKS  Retail Staff
Stores opened 22 2 - - 37 3 - -
Stores closed 15 9 - - 20 2 - -
Fiscal year-end 383 61 - - 470 64 - -
Total store sales 57,600 10,574 - - 69,574 10,826 - -
Total operating revenues 12,176 10,578 5,844 1,964 13,702 10,826 5,906 1,956
Operating income (loss) -178 -155 617 65 -24 -78 422 44

Reference : Circle K Sunkus’ consolidated subsidiaries are listed below.

@ Sunkus Higashi-Saitama Co., Ltd. (Area franchisers)*

@99 ICHIBA Co., Ltd. (Mini supermarkets that specialize in fresh foods)
©ZERO NETWORKS Co., Ltd. (Outsourced ATM operations)

® Retail Staff Co., Ltd. (Staffing services)

*Became a consolidated subsidiary on March 1, 2011

@ Sunkus Aomori Co., Ltd. (Area franchisers)

o Sunkus Nishi-Saitama Co., Ltd. (Area franchisers)
© SUNKUS KITAKANTO Co., Ltd. (Area franchisers)
@ Sunkus Nishi-Shikoku Co., Ltd. (Area franchisers)
o Sunkus Hokuria Co.,Ltd. (Area franchisers)

Circle K Sunkus Co., Ltd.



