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Franchise agreements concluded between Circle K Sunkus and franchisees are divided into two categories: Type A and Type C
agreements. As of February 28, 2007, Circle K Sunkus had concluded Type A agreements with 1,498 stores and Type C
agreements with 2,465 stores. In recent years, the number of Type A agreements has been decreasing, while Type C agreements
have been on the rise. (Please see the Breakdown by Agreement Type section on page 13.) Circle K Sunkus has not yet fully
unified the franchise agreements of the two convenience store brands, Circle K and Sunkus. However, there are no material
differences between agreements at Circle K and Sunkus, as shown in the table on the right.

Significant recent developments regarding franchise agreements are outlined below:

November 2000 Circle K introduced a new franchise agreement package.
Circle K reduced royalty percentages to match those of Sunkus.
September 2004 Sunkus revised franchise agreement packages so as to make them largely similar to those of Circle K.

Eliminated certain conditions unique to Sunkus, such as the Type E agreement*' and liquor-exempt royalty system*2.

*1 Type E Agreement This agreement lies between Type A and Type C agreements. The Company rents the
building, but all internal remodeling costs are borne by the franchisee. The investment
required by the franchisee is thus around ¥20 million. The average royalty percentage for
Type E agreements is higher than Type A but lower than Type C, at approximately 44%.

*2 Liquor-exempt Royalty System A system where no royalty charges are applied to gross profit on alcoholic beverages, limited
only to Type A agreements. Sunkus achieved the highest percentage of stores licensed to sell
alcohol among the top four convenience store chains in the industry due in large part to this

system, which was introduced in 1987.
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ZNS AT
Types of franchise agreements

ASAT
Type A

CHAT
Type C

S E
Franchise agreements

MBEBSMRE LTSS CTORE
The owner of the facility,
who has received franchisee approval,
sets up and runs the store
with his/her own investment.

KEHOERB U2 T,
AEREE UlcA —F —hiRE
The Company rents the property and recruits
the store manager
separately to run the store.

Land, buildings and
internal remodeling

¥25.0 million, borne by franchisee

LI ERRE 104 104
Contract period 10 years 10 years
WEER 3,2305H 73045H
Investments required by ¥32.3 million ¥7.3 million
franchisees
MANES ngEEaeE 7305H ng\REas 7305HM
Franchise membership fees ¥7.3 million, borne by franchisee ¥7.3 million, borne by franchisee
Tith- @24 N hnEaE&’s 72,5005 AEREIB

Borne by the Company

OAVI)LT 4 &
(& BEEFS_L#F))

Royalty percentage
(Relative to monthly gross profit)

T—2)LK PO T—2)UK YO R
Circle K Sunkus Circle K Sunkus
14~30% . F430% | 14~31% . FH31% | 37~62%. FH46% | 40~70%. F949%

14% to 30%;
30% on average

14% to 31%,;
31% on average

37% to 62%,;
46% on average

40% to 70%;
49% on average

O RS24EBIE1045M Ao D
*Sunkus has a 24-hour subsidy of

o RF248EBIE105M BH D
*Sunkus has a 24-hour subsidy of

franchised stores
¥1.7 million
(24-hour stores)

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

¥100 thousand/month ¥100 thousand/month
BIKREE T—27)LK YUIR T—2)UK YO R
Minimum revenue guarantee Circle K Sunkus Circle K Sunkus
FREAMBIEFULA 14 BOEEIEFEIA FRIMEBIEFSULA 14 BOBIEEEFSEA
2,300 =(1,900/5M+ H2ZE1705H 2,0005M = (1,4005M+ BZE1705H0
FREFTLEX6%) (QARREEZEIE) FREFTLEX6%) (QARREEZENE)
=2,70045H Monthly net sales of =2,2005H Monthly net sales of

franchised stores
¥1.7 million
(24-hour stores)

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

=< ¥27.0 million =< ¥22.0 million
YA TEE FU HIE2F#B%. ATA TNYAT7 v Jolae
Change in type of agreement None Upgrade to Type A

if satisfactory performance achieved over

two years following the opening of the store

E PHOAVILT 4 REY—0)LKY YO AD2007F2BHICHTD2IETHHIR(475) B RUTHEAEK (28.97%) DEHFZEELTEELTVET,

Note: The average royalty percentage was calculated assuming average daily store sales of ¥470,000 and an average product markup of 28.97% for the year ended February 28, 2007.




