Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Balance Sheet
February 28, 2021

Thousands of Thousands of

Millions of Yen U.S. Dollars Millions of Yen U.(?\I.OI?;I:IL:;\rs
(Note 1) LIABILITIES AND EQUITY 2021 2020 2021
ASSETS 2021 2020 2021 CURRENT LIABILITIES:
CURRENT ASSETS: Accounts payable:
Cash and cash equivalents ¥401,137 ¥343,583 $3,775,407 Trade (Notes 8 and 20) ¥127,487 ¥129,398 $1,199,878
Time deposits 1,447 4 13,619 Due to franchised stores (Note 9) 1,703 1,860 16,028
Accounts receivable: Other 90,335 94,448 850,212
Due from franchised stores (Note 3) 46,386 47,367 436,574 Short-term loans (Note 10) 42,320 39,850 398,306
Other 165,013 162,142 1,553,064 Current portion of long-term debt (Note 10) 144,585 45,610 1,360,800
Allowance for doubtful accounts (21) (43) (198) Income taxes payable 4,079 7,916 38,391
Lease receivables (Note 4) 16,622 17,877 156,442 Deposits received 246,111 193,097 2,316,339
Inventories 20,658 20,985 194,428 Other (Note 13) 111,135 49,784 1,045,975
Other 39,570 44,783 372,424 Total current liabilities 767,755 561,963 7,225,929
Total current assets 690,812 636,698 6,501,760
LONG-TERM LIABILITIES:
PROPERTY AND STORE Net defined benefit liability (Note 12) 16,278 16,246 153,205
EQUIPMEMT: Allowance for retirement benefits to
Land (Notes 6 and 7) 8,468 8,913 79,699 executive officers
Buildings (Note 6) 388,834 387,223 3,659,614 and audit and supervisory board members 277 283 2,607
Furniture, fixtures, and equipment Long-term debt (Note 10) 251,492 446,666 2,366,984
(Note 6) 80,960 79,188 761,976 Asset retirement obligations (Note 13) 35,694 35,336 335,944
Lease assets (Note 6) 246,720 261,556 2,322,071 Deferred tax liabilities (Note 16) 486 522 4574
Other (Note 6) 28,550 22,875 268,706 Other 20,516 21,370 193,091
Total 753,532 759,755 7,092,066 Total long-term liabilities 324,743 520,423 3,056,405
Accumulated depreciation (385,892) (366,817) (3,631,925)
Net property and store equipment 367,640 392,938 3,460,141 EQUITY (Note 14):
Common stock—authorized, 409,300,000
INVESTMENTS AND OTHER shares in 2021
ASSETS: and 2020; issued, 100,300,000 shares in
Investment securities (Note 5) 8,367 9,948 78,748 2021 and 2020 58,507 58,507 550,654
Investments in associated companies 21,166 20,518 199,209 Capital surplus 46,495 44,605 437,600
Long-term loans receivable 40,621 42,488 382,315 Stock acquisition rights 334 256 3,144
Goodwill (Note 6) 38,215 42,382 359,671 Retained earnings 158,498 165,081 1,491,746
Software (Note 6) 39,089 45,152 367,896 Treasury stock—at cost, 232,954 shares in
Trademark right 8,350 8,850 78,588 2021 and
Lease deposits 103,030 107,193 969,695 237,762 shares in 2020 (991) (1,011) (9,327)
Deferred tax assets (Note 16) 33,484 34,378 315,144
Other (Note 6) 15,319 17,818 144,179 Accumulated other comprehensive
Allowance for doubtful accounts (663) (630) (6,240) Income:
Total investments and other assets 306,978 328,097 2,889,205 Net unrealized gain on available-for-sale
TOTAL ¥1,365,430 ¥1,357,733 $12,851,106 securities 1,782 1,497 16,772
Land revaluation difference (Note 7) (208) (208) (1,958)
_ ) ) Foreign currency translation adjustments 3,684 3,341 34,673
*See notes to consolidated financial statements. Defined retirement benefit plans (135) (935) (1,271)
*Figures are rounded off less than a unit. Total 267,966 271,133 2.522.033
Noncontrolling interests 4,966 4,214 46,739
Total equity 272,932 275,347 2,568,772
TOTAL ¥1,365,430 ¥1,357,733 $12,851,106




Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Statement of Income
Year Ended February 28, 2021

Thousands of

Millions of Yen U.S. Dollars
(Note 1)
2021 2020 2021
OPERATING REVENUES:
Franchise commissions from
franchised stores ¥288,480 ¥314,261 $2,715,106
Net sales 275,945 302,843 2,597,129
Other 101,577 113,133 956,019
Total operating revenues 666,002 730,237 6,268,254
COSTS AND OPERATING
EXPENSES:
Cost of sales (Note 20) 188,442 205,746 1,773,572
Selling, general, and
administrative expenses 436,683 461,548 4,109,957
Total costs and operating
expenses 625,125 667,294 5,883,529
Operating income 40,877 62,943 384,725
OTHER INCOME
(EXPENSES):
Interest expense—net (2,544) (3,284) (23,944)
Compensation income 490 681 4,612
Employment adjustment subsidy
due to novel coronavirus
disease 794 7,473
Loss on cancellation of leases (2,066) (3,675) (19,445)
Equity in earnings of
unconsolidated subsidiaries and
associated companies 333 571 3,134
Gain on sales of investment
securities 6,233 165 58,664
Loss on sales of non-current assets (296) (508) (2,786)
Loss on disposal of property and
store equipment (3,213) (6,121) (30,240)
Impairment of long-lived assets
(Note 6) (16,635) (18,722) (156,565)
Expense due to system failure (828) (632) (7,793)
Loss on novel coronavirus disease (3,607) (33,948)
Other—net (1,308) (1,098) (12,310)
Other expenses—net (22,647) (32,623) (213,148)
INCOME BEFORE INCOME
TAXES 18,230 30,320 171,576
INCOME TAXES (Note 16):
Current 9,197 12,814 86,560
Deferred 379 (2,563) 3,567
Total income taxes 9,576 10,251 90,127
NET INCOME 8,654 20,069 81,449
NET INCOME
ATTRIBUTABLE TO
NONCONTROLLING
INTERESTS (36) (39) (339)
NET INCOME
ATTRIBUTABLE TO
OWNERS OF THE
PARENT ¥8,690 ¥20,108 $81,788
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Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Statement of Income
Year Ended February 28, 2021

Yen U.S. Dollars
2021 2020 2021
PER SHARE OF COMMON STOCK
(Notes 2.v and 22):
Net income—basic ¥86.84 ¥200.95 $0.82
Net income—diluted 86.78 200.84 0.82
Cash dividends applicable to the year 150.0 202.5 1.42

*See notes to consolidated financial statements.
*Figures are rounded off less than a unit.

Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Statement of Comprehensive Income
Year Ended February 28, 2021

Millions of Yen

Thousands of
U.S. Dollars (Note 1)

2021 2020 2021

NET INCOME ¥8,654 ¥20,069 $81,449
OTHER COMPREHENSIVE INCOME:
Unreahz_gd gain (loss) on available-for-sale 285 (1,852) 2683

securities
Land revaluation difference
Foreign currency translation adjustments 307 (543) 2,889
Remeasurements of defined benefit plans 800 (87) 7,529
Total other comprehensive income 1,392 (2,482) 13,101
COMPREHENSIVE INCOME ¥10,046 ¥17,587 $94,550
TOTAL COMPREHENSIVE INCOME
ATTRIBUTABLE TO
(Note 18):
Owners of the parent ¥10,118 ¥17,580 $95,228
Noncontrolling interests (72) 7 (678)

*See notes to consolidated financial statements.
* Figures are rounded off less than a unit.



Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Statement of Changes in Equity
Year Ended February 28, 2021

Thousands of Shares/Millions of Yen

Common Stock

Treasury Stock

Accumulated other comprehensive income

Net
Unrealized Remeasure
Gain (Loss) Foreign ments of
Stock on Available- Land Currency defined Noncontroll
Capital Acquisition Retained for-Sale Revaluatior Translation benefit ing Total
Shares Amount Surplus Rights Earnings Shares Amount Securities Difference Adjustments plans Total Interests Equity

BALANCE, MARCH 1, 2019 100,300 ¥58,507 ¥46,984 ¥216 ¥166,188 (241) ¥ (1,029) ¥3,349 ¥ (567) ¥3,931 ¥ (848) ¥276,731 ¥5,251 ¥281,982
Cumulative effects of changes in (593) (593) (593)

accounting policies
Restated balance 100,300 58,507 46,984 216 165,595 (241) (1,029) 3,349 (567) 3,931 (848) 276,136 5,251 281,388
Net income attributable to owners of the 20,108 20,108 20,108

parent
Change in the parent’s ownership interest (2,375) (2,375) (2,375)

due to

transactions with noncontrolling

interests
Year-end cash dividends, ¥127.5 per (12,758) (12,758) (12,758)

share
Interim cash dividends, ¥75.0 per share (7,505) (7,505) (7,505)
Reversal of land revaluation difference (359) (359) (359)
Purchase of treasury stock (D) (1) (D)
Exercise of stock acquisition rights to (4) 4 19 15 15

shares

(delivery of treasury stock)
Othersnet 40 (1,852) 359 (590) (87) (2,130) (2,037) (3,167)
BALANCE, FEBRUARY 29, 2020 100,300 ¥58,507 ¥44,605 ¥256 ¥165,081 (237) ¥(1,011) ¥1,497 ¥(208) ¥3,341 ¥(935) ¥271,133 ¥4,214 ¥275,347
Net income attributable to owners of the 8,690 8,690 8,690

parent
Decrease by merger (263) (263) (263)
Change in the parent’s ownership interest 1,887 1,887 1,887

due to

transactions with noncontrolling

interests
Year-end cash dividends, ¥75.0 per share (7,505) (7,505) (7,505)
Interim cash dividends, ¥75.0 per share (7,505) (7,505) (7,505)
Reversal of land revaluation difference
Purchase of treasury stock (D) (1) (D)
Exercise of stock acquisition rights to 3 4 21 24 24

shares

(delivery of treasury stock)
Disposal of treasury stock 0 0 0 0 0
Othersnet 78 285 343 800 1,506 752 2,258
BALANCE, FEBRUARY 28, 2021 100,300 ¥58,507 ¥46,495 ¥334 ¥158,498 (233) ¥(991) ¥1,782 ¥(208) ¥3,684 ¥(135) ¥267,966 ¥4,966 ¥272,932




Thousands of U.S. Dollars (Note 1)

Accumulated other comprehensive income

Foreign
Stock Net Unrealized Gain Land Currency Remeasurements
Common Capital Acquisition Retained Treasury (Loss) on Available- Revaluation Translation of defined Noncontrolling Total
Stock Surplus Rights Earnings Stock for-Sale Securities Difference Adjustments benefit plans Total Interests Equity
BALANCE, FEBRUARY 29, 2020 $550,654  $419,812 $2,409 $1,553,704 $ (9,515) $14,089 $(1,958) $31,445 $ (8,800) $2,551,840 $39,661 $2,591,501
Net income attributable to owners of 81,788 81,788 81,788
the parent
Decrease by merger (2,475) (2,475) (2,475)
Change in the parent’s ownership 17,760 17,760 17,760
interest due to
transactions with noncontrolling
interests
Year-end cash dividends, $0.71 per (70,636) (70,636) (70,636)
share
Interim cash dividends, $0.71 per (70,635) (70,635) (70,635)
share
Reversal of land revaluation difference
Purchase of treasury stock (20) (20) (10)
Exercise of stock acquisition rights to 28 198 226 226
shares
(delivery of treasury stock)
Disposal of treasury stock 0 0 0 0
Othersnet 735 2,683 3,228 7,529 14,175 7,078 21,253
BALANCE, FEBRUARY 28, 2021 $550,654  $437,600 $3,144  $1,491,746 $ (9,327) $16,772 $ (1,958) $34,673 $(1,271) $2,522,033 $46,739 $2,568,772

*See notes to consolidated financial statements.
* Figures are rounded off less than a unit.



Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Statement of Cash Flows
Year Ended February 28, 2021

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2021 2020 2021
OPERATING ACTIVITIES:
Income before income taxes and minority interests 18,230 ¥30,320 $171,576
Adjustments for:
Income taxes paid (12,923) (11,436) (121,628)
Depreciation and amortization 80,778 79,183 760,264
Impairment of long-lived assets 16,635 18,722 156,565
Loss on disposal of property and store equipment 3,213 6,121 30,240
Gain on sales of investment securities-net (6,233) (165) (58,664)
Changes in assets and liabilities:
Increase in accounts receivable (931) (38,594) (8,762)
(Decrease) in accounts payable (6,370) (896) (59,953)
Increase in deposits received 53,013 61,293 498,946
Increase in allowance for retirement benefits to
employees and executive officers and audit and 29 766 273
supervisory board members
Net decrease in call loans for banking business 0Qmo, 10,000 94,118
Net increase in call money for banking business o, 19,000 197,647
Other—net 51,514 28,390 484,837
Total adjustments 209,725 172,384 1,973,883
Net cash provided by operating activities 227,955 202,704 2,145,459
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Lawson, Inc. and its Consolidated Subsidiaries

Consolidated Statement of Cash Flows
Year Ended February 28, 2021

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2021 2020 2021
INVESTING ACTIVITIES:
Purchases of property and store equipment(26,294) (33,852) (247,473)
Purchases of software and other intangible (8,471) (10,931) (79,727)
assets
Increase in long-term loans receivable (3,675) (5,961) (34,588)
Proceeds from collection of long-term 4,917 5,736 46,278
loans receivable
Payments for guarantee deposits (11,833) (18,023) (111,369)
Proceeds from collection of guarantee 16,011 17,836 150,692
deposits
Long-term prepaid expenses (381) (797) (3,586)
Proceeds from sales of investment 7,792 243 73,336
securities
Acquisition of associated companies (1,733) (2,246) (16,311)
Other—net (6,316) (1,079) (59,445)
Net cash used in investing activities (29,983) (49,074) (282,193)
FINANCING ACTIVITIES:
Net increase (decrease) in short-term loans 2,470 (86,750) 23,247
payable
Repayments of long-term debt (130,700) (103,319) (1,230,118)
Proceeds from share issuance to non-
controlling shareholders 2,622 24,678
Cash dividends paid (15,010) (20,263) (141,271)
Proceeds from long-term loan-payable 50,000
Payments from changes in ownership
interests in subsidiaries that do not result (3,521)
in changes in scope of consolidation
Other—net (24) (58) (225)
Net cash provided by (used in) (140,642) (163,911) (1,323,689)

financing activities

FOREIGN CURRENCY TRANSLATION
ADJUSTMENTS ON CASH AND CASH 224 (372) 2,108
EQUIVALENTS

NET INCREASE (DECREASE) IN

CASH AND CASH EQUIVALENTS 57,554 (10,653) 541,685
CASH AND CASH EQUIVALENTS,

BEGINNING OF YEAR 343,583 354,236 3,233,722
CASH AND CASH EQUIVALENTS, END ¥401,137 ¥343.583 $3,775.407

OF YEAR

*See notes to consolidated financial statements.
* Figures are rounded off less than a unit.
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Lawson, Inc. and its Consolidated Subsidiaries

Notes to Consolidated Financial Statements
Year Ended February 28, 2021

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMEN TS

The accompanying consolidated financial statemieange been prepared in accordance with the proxasienhforth in the Japanese Financial Instrumemtsxchange Act
and its related accounting regulations and in atamoee with accounting principles generally acceptethpan, which are different in certain respasto application and
disclosure requirements from International FinanRigporting Standards.

In preparing these consolidated financial statemerartain reclassifications and rearrangements haen made to the consolidated financial statesnigesuied domestically
in order to present them in a form which is momaifear to readers outside Japan. In addition, @ereclassifications have been made in the 202infifal statements to
conform to the classifications used in 2021.

The consolidated financial statements are statddpanese yen, the currency of the country in whéskson, Inc. (the “Company”) is incorporated ape@tes. The
translations of Japanese yen amounts into U.Samdathounts are included solely for the convenierfcdeaders outside Japan and have been maderatéehaf ¥106.25 to
$1, the approximate rate of exchange at Februarg@BL. Such translations should not be constregd@resentations that the Japanese yen amourdsbeoconverted
into U.S. dollars at that or any other rate.

Mitsubishi Corporation (“Mitsubishi”) owns 50,150dusand shares of common stock of the Companyu@ing indirect holdings) as of February 28, 202khicl
represents 50.12% of the total voting rights of@wmnpany. Accordingly, Mitsubishi is the parent gamy.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Consolidation—The consolidated financial statements include to®ants of the Company and its 20 (21 in 2020)iglidr$es (collectively, the “Companies”).
Consolidation of the remaining subsidiaries woudd lmave a material effect on the accompanying dateted financial statements.

Under the control and influence concepts, thosiienfor which the Company, directly or indirectly able to exercise control over operations allg tonsolidated,
and those entities over which the Companies havability to exercise significant influence are @aated for by the equity method.

Investments in three (three in 2020) associatedhenias are accounted for by the equity method.stnvents in 24 (22 in 2020) unconsolidated subsaiand
associated companies are stated at cost. If theyagethod of accounting had been applied to thestments in these entities, the effect on therapamying
consolidated financial statements would not be riate

All significant intercompany balances and transawihave been eliminated in consolidation. All mateinrealized profit included in assets resultirgm transactions
within the Companies has been eliminated.

The excess of the cost of the Company’s investriardsnsolidated subsidiaries and associated coipaner the fair value of the net assets at tiesdaf acquisition
is being amortized over a period not exceedingedrs,
-8-



Fiscal Year End of the Consolidated Subsidiaries—The fiscal year end of Chongging Lawson, Inc.; $fean Lawson, Inc.; Dalian Lawson, Inc.; Lawson (@)i
Holdings, Inc.; Saha Lawson Co., Ltd., ShanghaSbeg Trading Co., Ltd., Shang Hai Gong Hui Tradiw, Ltd., Zhejiang Lawson, Inc.; Beijing Lawsongl; and
BEIJING LUOSONG Cao., Ltd. is December 31. In ordemprepare the consolidated financial statemehts,Gompany used these companies’ financial statismen
prepared as of such fiscal year end, and signifitamsactions which occur between December 3ltldonsolidated fiscal year end are adjusted qsiresl for
consolidation.

The fiscal year end of Lawson Bank, Inc. is Maré&h I8 order to prepare the consolidated finandatesents, the Company used this subsidiary’s piamval settlement

of accounts as of the Company'’s fiscal year end.
The fiscal year end date for the other consolidatdbidiaries is the same as that of the Company.

Unification of Accounting Policies Applied to Foreign Subsidiaries for the Consolidated Financial Statements- In May 2006, the Accounting Standards Board of
Japan (ASBJ) issued ASBJ Practical Issues TasleR&d@ F) No. 18, “Practical Solution on UnificatiohAccounting Policies Applied to Foreign Subsitia for
Consolidated Financial Statements.” PITF No. 1&gnibes that the accounting policies and procedape$ied to a parent company and its subsidiadgesimilar
transactions and events under similar circumstasioesld in principle be unified for the preparatafrthe consolidated financial statements. Howefiaaincial
statements prepared by foreign subsidiaries inrdeoze with either International Financial RepaytBtandards or generally accepted accounting ptaxin the
United States of America tentatively may be usedtfe consolidation process, except for the follayitems that should be adjusted in the consobidatrocess so
that net income is accounted for in accordance Jdatianese GAAP, unless they are not materialnfajtezation of goodwill; (b) scheduled amortizatiohactuarial
gain or loss related to pensions that has beenthjinecorded in equity; (c) expensing capitalizkvelopment costs of R&D; and (d) cancellationhef fair value
model of accounting for property, plant and equiptrand investment properties and incorporatiormefdost model of accounting.

Unification of Accounting Policies Applied to Foreign Associated Companies Accounted for by Using the Equity Method-In March 2008, the ASBJ issued ASBJ
Statement No. 16, “Accounting Standard for Equitgtivbd of Accounting for Investments.” The stand@guires adjustments to be made to conform asstxiat
accounting policies for similar transactions andres under similar circumstances to those of therpaZompany when the associate's financial statesage used in
applying the equity method, unless it is impradileao determine adjustments. In addition, finahsiatements prepared by foreign associated corapami
accordance with either International Financial Répg Standards or generally accepted accountimgiptes in the United States tentatively may beduis applying
the equity method if the following items are ad@gsso that net income is accounted for in accomavith Japanese GAAP, unless they are not matéaial:
amortization of goodwill; (b) scheduled amortizatiof actuarial gain or loss of pensions that hantwbrectly recorded in equity; (c) expensing caj@ed
development costs of R&D; and (d) cancellationhef fair value model of accounting for property,mjand equipment and investment properties aratracation of
the cost model of accounting.

Business Combinations—Business combinations are accounted for using tinehpse method. Acquisition-related costs, suchdagsory fees or professional fees, are
accounted for as expenses in the periods in whiegldsts are incurred. If the initial accountingddousiness combination is incomplete by the dneoreporting period

in which the business combination occurs, an aequinall report in its financial statements prawvisil amounts for the items for which the accountimcomplete.
During the measurement period, which shall not edagne year from the acquisition, the acquirerlsktiospectively adjust the provisional amountognized at the
acquisition date to reflect new information obtairadout facts and circumstances that existed #seaicquisition date and that would have affedtedneasurement of
the amounts recognized as of that date. Such atguss shall be recognized as if the accountingh®business combination had been completed aictngisition date.
The acquirer recognizes any bargain purchase gairofit or loss immediately on the acquisitionedafter reassessing and confirming that all ofi$sets acquired and
all of the liabilities assumed have been identitdér a review of the procedures used in the @meelprice allocation. A parent's ownership inteireatsubsidiary might
change if the parent purchases or sells owneratépeists in its subsidiary. The carrying amoumafcontrolling interests is adjusted to reflect¢hange in the parent's
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ownership interest in its subsidiary while the paretains its controlling interest in its subsigliaAny difference between the fair value of thesideration received or
paid and the amount by which the noncontrollingiiest is adjusted is accounted for as capital gsiig long as the parent retains control oveultsidiary.

Franchise Agreements and Basis for Recognizing Franchise Commissions-The Company operates principally in a single induseferred to as the convenience store
business, with its own stores and franchised stdites Company allows each independent franchisepéaaate relatively small-sized convenience stas@sg specific
designs and LAWSON brand names, and provides tetamagerial or technical know-how under a frarehigreement. Under the agreement, all franchisedsst

are provided with a variety of services and adwicehe operation of convenience stores from the 2oy as the franchisor. In return, such franchietes are
required to pay continuing franchise commissiondi&oCompany based on certain percentages of $pectve franchised store's gross margin. As tnecfrisor, the
Company accounts for franchise commissions on aeruatbasis by reference to the gross margin edmpezhch franchised store and the applicable cosioms

percentage. According to the franchise agreemdranahised store may pay additional guarantee slepequal to twice the average monthly sales atsmfrthe
respective store and pay a lower commission peaigent

The term of a franchise agreement is effective arilpfor 10 years from the commencement date rdw store's operation as a franchised store ancomaytended
or renewed upon expiration subject to renegotiadiocontract terms between the Company and theliaae.

The franchise agreement usually provides thatrdmechised store shall make a cash payment to thgp@ay in the amount of ¥1 million upon commencemidpbn
receipt of such payment, ¥1 million is creditednmome of the Company as “Operating rever&eanchise commissions from franchised stores” éovises related to

the opening of the LAWSON store. The remaining amaceived by the Company is credited to the “Ruftanchised stores” account and then applieddiking
capital for purchases of merchandise and suppiethé franchised store.

As part of the contractual obligations of the fraisor under the agreement, the Company generailliges franchisees with furniture, fixtures, andipqent
designed for the LAWSON stores. In some casesclfiaaes may also be provided with the land or ingklfor the stores. However, the Company doesatptire the
franchisees to make lease payments related tddressinstead, a higher percentage applicableetgrtoss margin would be used as the basis forrdigii@g the
franchise commissions. The portion of franchise migsion attributable to property and store equipnteases is not separately accounted for by thepaom

Cash and Cash Equivalents— Cash and cash equivalents include cash on hamyrikdeposits, and short-term investments, whidiamaar become due within three
months of the date of acquisition and which arelilg@onvertible into cash and are exposed to mficant risk of changes in value.

I nventories-Substantially all inventories are stated at theclowf cost, determined by the retail method as igdliyeapplied in the retail industry or by the gsos
average method, or net selling value.

Marketable and I nvestment Securities- Marketable and investment securities are classidi®l accounted for, depending on managementistjras follows: (1) held-
to-maturity debt securities, which are expecteldedeld to maturity, with the positive intent arulity to hold to maturity are reported at amortzeost and (2)
available-for-sale securities, which are not clagias the aforementioned securities, are stattdravalue based on market quotations. Unrealg&ids and losses,
net of applicable taxes, are reported in a sepamatgonent of equity. The cost of securities sslddtermined based on the moving-average method.

Nonmarketable investment securities are statedsitdetermined by the moving-average method. Hardhan-temporary declines in fair value, nonmiadke
investment securities are reduced to net realizadilee by a charge to income.
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Property and Store Equipment— Property and store equipment are stated at castpefor land (see Note 7). Depreciation is coraguhainly by the straight-line
method at rates based on the estimated usefuldivil®e assets. The range of useful lives is ppiaity from 10 to 34 years for buildings and struetuand from 5 to 8
years for furniture, fixtures, and equipment.

The useful lives for lease assets are the terrtfseafespective leases.

Long-Lived Assets- The Companies review their long-lived assetsdguairment whenever events or changes in circumstaticate the carrying amount of an asset
or asset group, mainly by each store, may not teverable. An impairment loss would be recogniZéldd carrying amount of an asset or asset groupesis the sum
of the undiscounted future cash flows expecte@salt from the continued use and eventual disposidf the asset or asset group. The impairmentsasgasured as
the amount by which the carrying amount of the teeseeeds its recoverable amount, which is thedrighthe discounted cash flows from the continugsel and
eventual disposition of the assets or the netrggfirice at disposition.

Software-Software used by the Companies is amortized usiagtraight-line method based on the estimatediulief (primarily five years).

Rights-of-use assets —Rights-of-use assets of the Company’s foreign dagested subsidiaries that apply International FeiahReporting Standard 16 (IFRS 16)
“Leases”. The Company applies the straight-linehmétusing the lease term as the useful life arebiglual value of zero.

Trademark Rights-Trademark rights are amortized using the straigiet-lnethod based on the estimated useful life @milgn20 years).

Net Defined Benefit Liability —In calculating the retirement benefit obligatiomarder to attribute the estimated amount of ret@et benefits in the period up to the
end of the current fiscal year, the obligationasdd on the benefit formula method.

Prior service cost is amortized starting from tisedl year incurred mainly on a straight-line basier a certain period (10 years) within the avenagmaining service
period of employees at the time of occurrence.

Actuarial differences are mainly amortized from tbbowing fiscal year on a straight-line basis paecertain period (10 years) within the averageaiaing service
period of employees at the time of occurrence.

Certain consolidated subsidiaries apply the singalimethod to estimate the amount required forntalty resignations at the end of the fiscal yeahagetirement
benefit liability in order to calculate net definbdnefit liabilities and retirement benefit expense

Allowance for Retirement Benefitsto Executive Officers and Audit and Supervisory Board Members- The provisions are calculated as liabilities @d%0of the
amount that would be required if all executive adfis and audit and supervisory board members egsige of each balance sheet date.

Asset Retirement Obligations-An asset retirement obligation is recoded for allefpligation imposed either by law or contractt tlesults from the acquisition,
construction, development, and the normal operaifantangible fixed asset and is associated wighrétirement of such tangible fixed asset.

The asset retirement obligation is recognized estim of the discounted cash flows required farrfuaisset retirement and is recorded in the péamiadhich the
obligation is incurred if a reasonable estimatelmamade. If a reasonable estimate of the asgetmeint obligation cannot be made in the periodatteet retirement
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obligation is incurred, the liability should be ogmized when a reasonable estimate of asset retitenbligation can be made. Upon initial recognitid a liability for
an asset retirement obligation, asset retiremesitis@apitalized by increasing the carrying amafrihe related fixed asset by the amount of thkility. The asset
retirement cost is subsequently allocated to ex@émeugh depreciation over the remaining usefeldf the asset. Over time, the liability is acertkto its present
value each period. Any subsequent revisions taithieg or the amount of the original estimate ofliscounted cash flows are reflected as an adjusttoghe
carrying amount of the liability and the capitatizemount of the related asset retirement cost.

Stock Options- Compensation expenses for employee stock optitishwvere granted on and after May 1, 2006 aregrized based on the fair value at the date of
grant and over the vesting period as considerdgioreceiving goods or services in accordance ABBJ Statement No. 8, "Accounting Standard for stmrsed
payment”. Stock options granted to nonemployees@reunted for based on the fair value of eitherstiock option or the goods or services receivethd
consolidated balance sheet, the stock option septed as a stock acquisition right and are indwadea separate component of equity until exercised

Income Taxes- The Companies provide for income taxes applicabkl items included in the consolidated statenmémcome regardless of when such taxes are
payable. Deferred income taxes are recorded teatetthe impact of temporary differences betweeatasmnd liabilities recognized for financial reagtpurposes and
such amounts recognized for tax purposes. Theserddftaxes are measured by applying current indameates to the temporary differences.

The Company and certain consolidated subsidiadeptad the consolidated taxation system.

Application of tax effect accounting for transition from consolidated taxation system to group tax sharing system—The Company and certain domestic consolidated
subsidiaries have calculated the amounts of defeaeassets and deferred tax liabilities in acance with tax laws in effect before amendment dhasethe
treatment of Paragraph 3 of “Practical Solutiortlem Treatment of Tax Effect Accounting for the Tition from the Consolidated Taxation System to@neup Tax
Sharing System” (ASBJ Practical Issues Task Fom@&®H March 31, 2020) instead of applying the mimwvi in Paragraph 44 of “Implementation Guidanc§ax
Effect Accounting” (ASBJ Guidance No.28, Februay 2018), regarding the transition to group taxisigasystem established in “Act for Partial Amendrnef the
Income Tax Act, etc.” (Act No.8 of 2020), and itefos which the non-consolidated taxation systembeen reviewed in the line with the transitionHe group tax
sharing system.

Foreign Currency Financial Statements- The balance sheet accounts of associated compieniesninated in foreign currencies are translatezlJapanese yen at the
current exchange rate as of the balance sheetadaiept for equity, which is translated at thedristl rate. Differences arising from such transkatre shown as
“Foreign currency translation adjustments” and “Namtrolling interests” in separate components afitygRevenue and expense accounts of affiliatedpamies
denominated in foreign currencies are translatamyian at the current exchange rate.

Per Share I nformation— Basic net income per share is computed by dividigigncome available to common shareholders bywighted-average number of
common shares outstanding for the period.

The number of shares used in computing net incaanalpare was 100,065 thousand shares for 2021061861 thousand shares for 2020.

Diluted net income per share for the years endéduaey 28, 2021 and February 29, 2020 was compatedsing the weighted-average number of commoreshar
outstanding adjusted to include the potentiallytilie effect of stock options that were outstandinging the year.

Cash dividends per share presented in the acconmgaognsolidated statement of income are dividepjdicable to the respective years including dinttketo be
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paid after the end of the year.

w. Accounting Changesand Error Corrections- In December 2009, the ASBJ issued ASBJ Statemen2#| “Accounting Standard for Accounting Changed Error
Corrections,”, and ASBJ Guidance No. 24, “Guidancé\ccounting Standard for Accounting Changes amdrECorrections.” Accounting treatments undes thi
standard and guidance are as follows:

(1) Changes in accounting policies
When a new accounting policy is applied followihg tevision of an accounting standard, the newcpaddi applied retrospectively unless the revisembanting
standard includes specific transitional provisiansyhich case the entity shall comply with the dfie transitional provisions.

The Company’s foreign consolidatedsidiaries have applied International Financial Répg Standard 16 (IFRS 16), “Leases,”

from the fiscal year ended February 28, 2021.IFRSléases, requires lessees to recognize most leases oraliiece sheet thereby resulting in the
recognition of lease assets and liabilities.

The impact of the application of IFRS 16 on the @any’s consolidated financial statements is imniaiter

(2) Changes in presentation
When the presentation of financial statements é&ngkd, prior-period financial statements are railad in accordance with the new presentation.

(3) Changes in accounting estimates
A change in an accounting estimate is accounteuhftire period of the change if the change afftws period only, and is accounted for prospecyiviethe
change affects both the period of the change andefperiods.

(4) Corrections of prior-period errors
When an error in prior-period financial statemestdiscovered, those statements are restated.

X. New Accounting Pronouncements
Accounting Standard for Revenue Recognition
On March 30, 2018, the ASBJ issued ASBJ Statemen®B|, "Accounting Standard for Revenue Recognitiand ASBJ Guidance No. 30, "Implementation Guagan
on Accounting Standard for Revenue Recognitiong Tbre principle of the standard and guidanceatah entity should recognize revenue to depictrtresfer of
promised goods or services to customers in an antbatnreflects the consideration to which thetgrgkpects to be entitled in exchange for thosedgaw services.
An entity should recognize revenue in accordandb thiat core principle by applying the followingps:

Step 1: Identify the contracts with a customer

Step 2: Identify the performance obligations in ¢batract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to the penénce obligations in the contract
Step 5: Recognize revenue when or as the entisfisata performance obligation

The Company expects to apply the accounting stdratad guidance for annual periods beginning on Mar@2022, and is in the process of measuringffeete of
applying the accounting standard and guidanceturduapplicable periods.
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Accounting Standard for Fair Value Measurement
On July 4, 2019, the ASBJ issued ASBJ StatemenBRp:Accounting Standard for Fair Value Measurethand ASBJ Guidance No. 31, "Implementation Guaan
on Accounting Standard for Fair Value Measuremeantd revised related ASBJ Statements and ASBJ @caddhe "New Accounting Standards"). Under the New
Accounting Standards, nonmarketable available-&e-sequity securities are stated at cost, whilesutite current accounting standards, nonmarketalalgable-for-sale
securities are stated at cost. In addition, "Im@etation Guidance on Disclosures about Fair Vafu&rancial Instruments” has been revised to prvidtes such as the
breakdown of financial instruments by market vdewel.

The Company expects to apply the accounting stdratadt guidance for annual periods beginning on Mar022, and is in the process of measuringffieete of
applying the accounting standard and guidancetirduapplicable periods.

Accounting Standard for Disclosures about Accountig Estimates
On March 31, 2020, the ASBJ issued ASBJ StatemenBll, "Accounting Standard for Disclosures abott@unting Estimates”. Under the New Accounting
Standards, the objective is to disclose informati@i contributes to the understanding of finansiatement users with regard to the details oatte®unting estimates for
items whose amounts recorded in the financial statds for the fiscal year under review were basedarounting estimates and that have a risk ofnaatmpact on the
financial statements for the following fiscal year.

The Company expects to apply the accounting starfdaannual periods ending on February 28, 208a,isin the process of measuring the effects pfyapg the
accounting standard and guidance in future apgécgaériods.

y. Changesin Presentation of Financial Statements
(Consolidated Statement of Income)

In the “OTHER INCOME (EXPENSES)” section, “Experdge to system failure” was included in “Other” iretprevious fiscal year. In order to enhance thstygl
of the consolidated financial statements from tiheent fiscal year, “Expense due to system failusaiow separately presented. To reflect thesegdsim method of
presentation, the Consolidated Statement of Indomtine previous fiscal year has been reclassified.

As aresult, in the “OTHER INCOME (EXPENSES)” secti 632 million yen that was presented as “Othethe Consolidated Statement of Income for theiptesv
fiscal year are now presented as “Expense duestersyfailure.”

(Consolidated Statement of Cash Flows)

In the “Cash flow from OPERATING ACTIVITIES” sectip “Gain on sale of investment securities” wasudeld in “Other” in the previous fiscal year. In erdo
enhance the clarity of the consolidated finandiaiesnents from the current fiscal year, “Gain de séd investment securities” is now separately enésd. To reflect
these changes in method of presentation, the Gdasadl Statement of Cash Flows for the previowsfigear has been reclassified.

In the “Cash flow from INVESTING ACTIVITIES” sectim “Purchase of investment securities” was presesgéparately in the previous fiscal year. Due deeline
in financial materiality, “Purchase of investmeatsrities” is now included in “Other-net.” To reflethese changes in method of presentation, thedidated
Statement of Cash Flows for the previous fiscal Y& been reclassified.

As a result, in the “Cash flow from INVESTING ACTIVIES” section, (129) million yen that was presehss “Purchase of investment securities” and (9&lijon
yen that was presented as “Other-net” in the Caatesigld Statement of Cash Flows for the previousfigear is now presented as (1,079) million yetQiher-net.”

z. Additional I nformation
(Accounting estimates regarding the impact of fivead of the novel coronavirus)
Due to the spread of novel coronavirus (COVID-I®gnges have been observed in the sales of some sfadhe Lawson Group as well as in trends ofacuer visits.
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In making accounting estimates for impairment pédi assets, the Group assumes that sales at st &iill recover during the fiscal year ending ey 2022, but
that certain effects will remain at some storeseafter the fiscal year ending February 2023.

However, there are many uncertainties in the afergibned assumptions, and any change in the timhen the spread of COVID-19 settles down and ifsich on the
economic environment could affect the Group's fai@rposition, operating results and cash flowthanfuture.

3. ACCOUNTS RECEIVABLE-DUE FROM FRANCHISED STORES
Under the franchise agreements, the Company isnsfigie for providing architectural and design 8=¥s with respect to the franchised stores’ faesitfor training of the

franchisees’ personnel, and for the centralizedgssing of invoices from suggested vendors of nagrdise and subsequent payments of amounts paygaslieh vendors.

The EDP system of the Company generates a recomghandise purchased by each franchised storacmugnulates the amounts payable to respectiveovendnder
the franchise agreements, the Company, as a repaéise for all franchised stores, pays amountapbeyto the vendors on the stores’ behalf. Whemtbrechandise is
received by each franchised store, the Companydedbe cost of the merchandise in the “Accountsivable-Due from franchised stores” account since suchscsistl|

be subsequently recovered from the respective liiaed stores.

The “Accounts receivabt®ue from franchised stores” account representameiunts recoverable from the franchised stores.

4. LEASES
As lessee:
Finance lease transactions that do not transfeemship.
(1) Components of leased assets
The Companies lease certain store facilities ahdraissets.

(2) Accounting method for depreciation of leased assets
The accounting method for depreciation of leasedtass as described‘id. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (jproperty and Store Equipméht.

As lessor:
Lease receivables as of February 28, 2021 and &eb?9, 2020, are summarized as follows:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Lease fee receivable ¥17,167 ¥18,349 $161,572
Interest income equivalents (545) (472) (5,129)
Lease receivables ¥16,622 ¥17,877 $156,443
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Maturities of lease receivables for finance leatsmmed to transfer leased property to the lesdeebatiary 28, 2021 are as follows:

Year Ending Thousands of
February 28 or 29 Millions of Yen U.S. Dollars
2022 ¥2,427 $22,842
2023 2,275 21,412
2024 1,996 18,786
2025 1,731 16,292
2026 1,379 12,979
2027 and thereafter 7,359 69,261
Total ¥17,167 $161,572

5. MARKETABLE AND INVESTMENT SECURITIES

Marketable and investment securities as of Febr2&ry021 and February 29, 2020 consisted of thewing:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Non_-currentTMarketabIe and other ¥8,306 ¥0,880 $78.174
equity securities
Non-current—Corporate bonds 61 68 574
Total ¥8,367 ¥9,948 $78,748

The costs and aggregate fair values of marketafulérevestment securities as of February 28, 2021Fabruary 29, 2020, were as follows:

Millions of Yen

Unrealized Unrealized Fair
February 28, 2021 Cost Gains Losses Value
Securities classified as available-
for-sale— ¥10,160 ¥1,882 ¥32 ¥12,010

Equity securities
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Millions of Yen
Unrealized Unrealized Fair

February 29, 2020 Cost Gains Losses Value

Securities classified as available-
for-sale— ¥6,719 ¥1,648 ¥27 ¥8,340
Equity securities

Thousands of U.S. Dollars
Unrealized Unrealized Fair
February 28, 2021 Cost Gains Losses Value

Securities classified as available-
for-sale— $95,623 $17,713 $301 $113,035
Equity securities

The proceeds, realized gains, and realized losséseoavailable-for-sale securities which were shidng the years ended February 28, 2021 and kgb9, 2020, were
as follows:

Millions of Yen

Realized Realized
February 28, 2021 Proceeds Gains Losses
Available-for-sale:
¥7,792 ¥6,233

Equity securities

Millions of Yen

Realized Realized
February 29, 2020 Proceeds Gains Losses
Available-for-sale:
Vel ¥319 ¥165 ¥106

Equity securities
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6.

Thousands of U.S. Dollars

Realized Realized
February 28, 2021 Proceeds Gains Losses
Available-for-sale:
val $73,336 $58,664

Equity securities

LONG-LIVED ASSETS

The Companies mainly identify individual storedfaes smallest cash generating units. The Compae@gnize an impairment loss in cases where the \allong-lived
assets has declined, primarily as a result of nantis operating losses. The carrying amounts cktlhgsets are written down to the recoverable aisiamd an impairment
loss is recorded in other expenses in the congelidgtatement of income.

The Companies recognized an impairment loss ifidll@ving asset categories for the years endeduzaipr28, 2021 and February 29, 2020:

Thousands of

Millions of Yen U.S. Dollars
Category Related Assets 2021 2020 2021

Stores Buildings and ¥ 2,627 ¥ 2,533 $ 24,725
Furniture, fixtures, 1,265 1,689 11,906
and equipment 11,846 13,435 111492
Other Land 76 117 71t
Software 821 948 7,727

Total ¥ 16,635 ¥ 18,722 $156,565

The above noted assets which incurred impairnossels for the years ended February 28, 2021 anddfgl29, 2020, consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021

Buildings ¥ 9,604 ¥ 10,774 $ 90,391
Furniture, fixtures, and equipment 563 709 9,29
Lease assets 5,500 6,104 51,765
Land 76 117 71t
Software 821 948 (27
Other 71 70 66€
Total ¥ 16,635 ¥ 18,722 $156,565
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The recoverable amount of these assets was mddsased on net selling price or value in use. Téteselling price of land was calculated based erafipraised value by a
real estate appraiser or the expected contraa.prlee value in use was calculated by discountatighated future cash flows. The discount rates uga@ mainly 3.0%

and 3.8% for the years ended February 28, 202Fahduary 29, 2020, respectively.

LAND REVALUATION
Under the “Law of Land Revaluation,” promulgatediMarch 31, 1998, and revised on March 31, 1999281td, the Company opted for a one-time revaluaiidts own-

use land to a value based on real estate appraisahation as of February 28, 2002.

The resulting land revaluation difference represemirealized depreciation of land and is statedphi@come taxes, as a component of equity. Therg no effect on the
consolidated statement of income. Continuous retaient is not permitted unless the land value spiEsgly declines significantly.

As at February 28, 2021, the carrying amount ofdne after the above one-time revaluation exceddednarket value by ¥53 million ($499 thousand).

ACCOUNTS PAYABLE-TRADE
The balances of “Accounts payatiede” represent the amounts payable to vendonméochandise purchased by the Company-operatezsstad franchised stores. The

Company centralizes all merchandise purchasingegiares both for the Company-operated stores andHised stores and makes collective payments tdorer{see Note
3).

“Accounts payabletrade” as of February 28, 2021 and February 290 2@82re summarized below:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Accounts payabtdrade for franchised stores ¥103,032  ¥108,546 $969,713
Accounts payabtdrade for the Company-operated
stores 24,455 20,852 230,165
Total ¥127,487 ¥129,398 $ 1,199,878

ACCOUNTS PAYABLE-DUE TO FRANCHISED STORES
The cost of merchandise supplied to franchisecstisrrecorded as “Accounts receivaldlae from franchised stores” as described in Note 3.

All franchised stores make remittances of cashgwds from daily sales to the Company. In certastaimces, the remittance from a franchised storeeslscthe balance of
“Accounts receivableDue from franchised stores.” In the accompanyingsotidated balance sheets, such excess balanceseasnted as “Accounts payatieie to

franchised stores.”
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10. SHORT-TERM LOANS AND LONG-TERM DEBT

Short-term loans at February 28, 2021 and Febr2@3020, consisted of notes to banks.

The annual interest rates applicable to the sleont-toans were 0.10% and 0.08 % at February 28, 288 February 29, 2020, respectively.

Long-term debt at February 28, 2021 and Februay2@20, consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Loans from banks and financial company,
due serially to 2024 with a weighted-average
interest rate of 0.21% (2021) ¥230,000 ¥310,000 $ 2,164,706
Obligations under finance leases 171,932 187,311 6181184
Less current portion (145,291 (45,945 (1,366,974)
¥256,691 ¥451,366 $2,415,915

Long-term debt, less current portion

The aggregate annual maturities of long-term deltiuding finance leases, at February 28, 202te wae follows:

Thousands of

Year Ending

February 28 or 29 Millions of Yen U.S. Dollars
2022 ¥100,000 $941,177
2023 20,000 1883t
2024 80,000 75241
2025 30,000 2885¢
2026 and thereafter
Total ¥230,000 $2,164,706

The aggregate annual maturities of finance lealigations at February 28, 2021, were as follows:

Thousands of

Year Ending
February 28 or 29 Millions of Yen U.S. Dollars
2022 ¥45,241 $425,798
2023 37,845 356,188
2024 31,893 300,170
2025 24,344 229,120
2026 and thereafter 32,609 306,908
Total ¥171,932 $1,618,184
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Lease obligations are presented on a net basiffssttong with long-term loans receivable as theagement meets the offsetting requirements. Thaiatamffset for
the lease obligations due within one year and thogeover one year are ¥657 million ($6,184 thodsand ¥5,198 million ($48,922 thousand), respebtiv

The Company and certain consolidated subsidiaage kntered into loan commitment agreements toiefiily finance working capital.
The balances of unused loans at February 28, 20@Fabruary 29, 2020, consisted of the following:

Thousands of

Millions of Yen U.S. Dollars

2021 2020 2021
Total loan commitments ¥220,000 ¥220,000 $2,070,588
Outstanding balance of used loans 14,070 3,000 132,424
Net amour ¥205,930 ¥217,000 $1,938,164

11. CONTINGENT LIABILITIES
At February 28, 2021 and February 29, 2020, the gzomw had the following contingent liabilities:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Guarantees and similar items of bank loans ¥ 110 $1,035

12. EMPLOYEES' RETIREMENT BENEFITS
For employees’ retirement benefits, the Companycanthin consolidated subsidiaries adopt a fundachfunded defined benefit-type lump-sum retirenaittwance plan

and a defined contribution-type pension plan.

The lump-sum retirement allowance plan (generaiffignded, with some plans being funded in accordavitean employee pension trust) pays a lump sumrasirement
benefit based on salary and length of service egtiployee.

The lump-sum retirement allowance plan employeddiyie consolidated subsidiaries calculates liadxlitelated to retirement benefits and retiremenétieexpenses by
the simplified method.
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Year Ended February 28, 2021

(1) Changes in defined benefit obligations for the ymated February 28, 2021, were as follows:

Thousands of U.S.

Millions of Yen Dollars
Balance at beginning of year ¥21,409 $201,496
Current service cost 1,950 18,353
Interest cost 46 433
Actuarial losses (578) (5,440)
Benefits paid (1,104) (10,391)
Prior service cost (317) (2,984)
Others (14) (131)
Balance at end of year ¥21,392 $201,336

(2) Changes in plan assets for the year erfggatuary 28, 202yere as follows:

Thousands of U.S.

Millions of Yen Dollars
Balance at beginning of year ¥5,579 $52,98
Actuarial gains (2) (29
Balance at end of year ¥5,577 $5248¢

(3) Reconciliation between the liability recorded ie tonsolidated balance sheet and the balancedinédidenefit obligations and plan assets were@bas;

Thousands of U.!

Millions of Yen Dollars
Funded defined benefit obligation ¥ 19,326 $ 181,891
Plan assets (5,577) (52,489)
13,749 129,402
Unfunded defined benefit obligation 2,066 19,445
Net liability arising from defined benefit
obligations ¥ 15,815 $ 148,847
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Thousands of U.¢

Millions of Yen Dollars
Liability for retirement benefits ¥15,815 $148,847
Net liability arising from defined benefit
obligations ¥15,815 $148,847

(4) Components of net periodic benefit costs for ther yandedrebruary 28, 202Myere as follows:

Thousands of U.¢

Millions of Yen Dollars
Service cost ¥1,950 $18,353
Interest cost 46 433
Recognized actuarial losses 261 2,456
Others 11 104
Net periodic benefit costs ¥2,268 $21,346

(5) Amounts recognized in other comprehensive incoreéo(e income tax effect) in respect to definedreatient benefit plans for the year ended Februarg@31, were

as follows:
Thousands of U.¢
Millions of Yen Dollars
Actuarial losses ¥1,153 $10,852
Total ¥1,153 $10,852

(6) Amounts recognized in accumulated other comprekieriscome (before income tax effect) in respedtdfined retirement benefit plans agebruary 28, 2021, were

as follows:
Thousands of U.¢
Millions of Yen Dollars
Unrecognized prior service cost ¥ (317) $(2,984)
Unrecognized actuarial losses 511 4,809
Total ¥194 $1,825
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(7) Plan assets
a. Components of plan assets

Plan assets consisted of the following:

Cash and cash equivalents 100%
Total 100%

b. Method of determining the expected rate of return on plan assets

The expected rate of return on plan assets ismdated considering the long-term rates of returnchtdre expected currently and in the future froendrious
components of the plan assets.

(8) Assumptions used for the year ended February 28l,,20ere set forth as follows:

Discount rate 0.7% (mainly)
Expected rate of return on plan assets 0%

(9) Contributions to the defined contribution pensidengfor the year ended February 28, 2021, werel&sfs:

Thousands of U.¢
Millions of Yen Dollars
Net periodic benefit cost ¥578 $5,440
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Year Ended February 29, 2020

(1) Changes in defined benefit obligations for the ymated February 29, 2020, were as follows:

Millions of Yen

Balance at beginning of year

¥20,31¢

Current service cost 1,881
Interest cost 64
Actuarial losses 332
Benefits paid (1,191)
Others 7
Balance at end of year ¥21,409

(2) Changes in plan assets for the year efggatuary 29, 202Qyere as follows:

Millions of Yen

Balance at beginning of year ¥5,582
Actuarial gains 3)
Balance at end of year ¥5,57¢

(3) Reconciliation between the liability recorded ie tonsolidated balance sheet and the balancedinédi®enefit obligations and plan assets wer@bas;

Millions of Yen

Funded defined benefit obligation ¥ 19,418

Plan assets (5,579)

13,839

Unfunded defined benefit obligation 1,991
Net liability arising from defined benefit

obligations ¥ 15,830

Millions of Yen

Liability for retirement benefits ¥15,830
Net liability arising from defined benefit
obligations ¥15,830
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(4) Components of net periodic benefit costs for thar yandedrebruary 29, 2020yere as follows:

Millions of Yen

Service cost ¥1,881
Interest cost 64
Recognized actuarial losses 177
Amortization of prior service cost 5
Others 7
Net periodic benefit costs ¥2,110

(5) Amounts recognized in other comprehensive incoméo(kb income tax effect) in respect to definedeatient benefit plans for the year ended Februarg@20, were

as follows:
Millions of Yen
Actuarial losses ¥ (157)
Total ¥(157)

(6) Amounts recognized in accumulated other comprekieriscome (before income tax effect) in respedtdfined retirement benefit plans agebruary 29, 2020, were
as follows:

Millions of Yen

Unrecognized prior service cost
Unrecognized actuarial losses ¥1,346
Total ¥1,346

(7) Plan assets
a.Components of plan assets

Plan assets consisted of the following:

Cash and cash equivalents 100%
Total 100%
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b.Method of determining the expected rate of return on plan assets

The expected rate of return on plan assets ismdated considering the long-term rates of returnchtdre expected currently and in the future froewdrious
components of the plan assets.

(8) Assumptions used for the year ended February 28),2@ere set forth as follows:

Discount rate 0.3% (mainly)
Expected rate of return on plan assets 0%

(9) Contributions to the defined contribution pensidengfor the year ended February 29, 2020, werel&sfs:

Millions of Yen
Net periodic benefit cost ¥564

13. ASSET RETIREMENT OBLIGATIONS
The changes in asset retirement obligations foyéags ended February 28, 2021 and February 29, 2@ste as follows:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Balance at beginning of year ¥35,342 ¥31,118 $332,630
Additional provisions associated with the
acquisition of property, plant, and equipment 908 1,414 8,546
Reconciliation associated with passage of time 371 384 3,492
Reduction associated with settlement of asset
retirement obligations (907) (1,525) (8,536)
Additional provisions associated with changeadcounting estimates 7 3,950 66
Total 35,721 35,342 336,198
Less current portion (27) (6) (254)
Asset retirement obligations, less current portion ¥35,694 ¥35,336 $335,944
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14. EQUITY
Japanese companies are subject to the Companies 2apan (the "Companies Act"). The significardyisions in the Companies Act that affect finanaiatl accounting

matters are summarized below:

a.

Dividends

Under the Companies Act, companies can pay divislanany time during the fiscal year in additiortite year-end dividend upon resolution at the siaders’
meeting. For companies that meet certain criteridn ®s (1) having a Board of Directors, (2) havimependent auditors, (3) having an Audit & Supsky Board,
and (4) the term of service of the directors bgirgscribed as one year rather than the normal g@o-4erm by its articles of incorporation, the Bbaf Directors may
declare dividends (except for dividends in kindaay time during the fiscal year if the company pesscribed so in its articles of incorporation.

The Companies Act permits companies to distributielends-in-kind (noncash assets) to shareholdéest to a certain limitation and additional reguanents.

Semiannual interim dividends may also be paid @gear upon resolution by the Board of Directothéf articles of incorporation of the company spuiate. The
Companies Act provides certain limitations on thwants available for dividends or the purchaseeasgury stock. The limitation is defined as the ami@vailable
for distribution to the shareholders, but the antmimet assets after dividends must be maintaitied less than ¥3 million.

I ncreases/Decreases and Transfer of Common Stock, Reserve, and Surplus

The Companies Act requires that an amount equEd%6 of dividends must be appropriated as a legalrve (a component of retained earnings) or adiaddi paid-
in capital (a component of capital surplus) depegdin the equity account charged upon the paynfesuah dividends until the total aggregate amoditegal
reserve and additional paid-in capital equals 25%e@common stock. Under the Companies Act, tked tonount of additional paid-in capital and legederve may
be reversed without limitation. The Companies Asbarovides for common stock, legal reserve, il paid-in capital, other capital surplus, aathined earnings
to be transferred among the accounts within equitier certain conditions upon resolution of theshalders.

Treasury Stock and Treasury Stock Acquisition Rights
The Companies Act also provides for companies tolse treasury stock and dispose of such treasatl by resolution of the Board of Directors. Emount of
treasury stock purchased cannot exceed the amuaifdlale for distribution to the shareholders, whis determined by a specific formula. Under thenBanies Act,

stock acquisition rights are presented as a sepaosmponent of equity. The Companies Act also pies/for companies to purchase both treasury stpkisition
rights and treasury stock. Such treasury stockisitigm rights are presented as a separate compofequity or deducted directly from stock acasi rights.
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STOCK OPTIONS
The Company has stock option plans as an incefdivdirectors, executive officers, and selected leyges.
The stock options outstanding as of February 2812@ere as follows:

Numbe of Exercise
Stock Option Persons Granted Options Granted Date of Grant Price Exercise Period
5th Stock Option 9 directors 22,400 shares  2005.10.12 ¥1 From October 13, 2005 to May 31, 2025
($0.01)
6th (a) Stock Option 9 directors 21,300 shares 2006.10.26 ¥1 From October 27, 2006 to May 26, 2026
($0.01)
7th (a) Stock Option 7 directors 18,000 shares 2007.9.5 ¥1 From September 6, 2007 to August 20, 2027
($0.01)
8th (a) Stock Option 7 directors 26,400 shares 2009.1.16 ¥1 From January 17, 2009 to December 15, 2028
($0.01)
9th Stock Option 7 directors 21,500 shares  2010.2.17 ¥1 From February 18, 2010 to February 1, 2030
($0.01)
10th Stock Option 7 directors 18,900 shares 2011.2.25 ¥1 From February 26, 2011 to February 10, 2031
($0.01)
11th Stock Option 7 directors 27,000 shares 2012.2.17 ¥1 From February 18, 2012 to February 1, 2032
($0.01)
12th Stock Option 7 directors 26,900 shares 2013.4.12 ¥1 From April 12, 2013 to March 26, 2033
($0.01)
13th Stock Option 7 directors 25,400 shares 2014.4.10 ¥1 From April 10, 2014 to March 23, 2034
($0.01)
14th Stock Option 8 directors 12,400 shares 2015.4.10 ¥1 From April 10, 2015 to March 24, 2035
($0.01)
16th Stock Option 8 directors 15,100 shares 2016.5.2 ¥1 From May 2, 2016 to April 12, 2036
($0.01)
17th Stock Option 8 directors 20,100 shares 2017.5.1 ¥1 From May 1, 2017 to April 11, 2037
($0.01)
18th Stock Option 12 executive officers 5,100 shares 2017.7.21 ¥1 From July 21, 2017 to July 4, 2037
($0.01)
19th Stock Option 7 directors 14,700 shares 2018.6.8 ¥1 From June 8, 2018 to May 21, 2038
9 executive officers ($0.01)
20th Stock Option 8 directors 17,800 shares 2019.6.7 ¥1 From June 7, 2019 to May 20, 2039
10 executive officers ($0.01)
21st Stock Option 7 directors 22,800 shares 2020.6.12 ¥1 From June 12, 2020 to May 26, 2040
10 executive officers ($0.01)
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Stock option activity is as follows:

5th Stock
Option

6th (a) Stocl
Option

7th (a) Stocl
Option

8th (a) Stocl
Option

9th Stock
Option

10th
Stock
Option

12th Stocl
Option

13th Stocl
Option

11th Stock
Option

Year Ended February 29, 2020
Non-vested
February 28, 2019utstanding
Granted
Canceled
Vested

February 29, 202@Dutstanding

Vested

February 28, 201®Dutstanding
Vested
Exercised
Canceled

February 29, 202@Dutstanding

500

500

400

400

400 600

400 600

500

500

500

500

4,800 500 1,000

4,300

500

500 1,000
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5th Stocl  6th (a) Stocl 7th (a) Stocl 8th (a) Stocl 9th Stoclt 10th Stock 11th Stock  12th Stock 13th Stock
Option Option Option Option Option Option Option Option Option
Year Ended February 28, 2021
Non-vested
February 29, 202@utstanding
Granted
Canceled
Vested
February 28, 2020utstanding
Vested
February 29, 202Dutstanding 500 400 400 600 500 500 500 500 1,000
Vested
. 500 500
Exercised
Canceled
February 28, 202P0utstanding 500 400 400 600 500 500 500 - 500
Exercise price ¥1 ¥1 ¥1 ¥1 ¥1 ¥1 ¥1 ¥1 ¥1
($0.01) ($0.01) ($0.01) ($0.01) ($0.01) ($0.01) ($0.01) ($0.01) ($0.01)
Average stock price at exercise ¥6,140 ¥6,140
($57.79) ($57.79)
Fair value price at grant date ¥3,178 ¥2,852 ¥3,477 ¥2,652 ¥2,689 ¥3,339 ¥5,516 ¥5,146
48.43
($29.91) ($26.84) ($32.73) ($24.96) ($25.31) ($31.43) ($51.92) ¢ )
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Stock option activity is as follows:

14th Stock
Option

16th Stock Option

17th Stock Option

18th Stock Option

19th Stock Option

20th Stock Option

21st Stock
Option

Year Ended February 29, 2020

Non-vested

February 28, 201®Dutstanding
Granted
Canceled
Vested

February 29, 202@utstanding

Vested

February 28, 20®utstanding
Vested
Exercised
Canceled

February 29, 2028Dutstanding

3,700

3,700

4,800

4,800

8,20(

8,20(

3,400

3,400

14,400

14,400

17,800

17,800

17,800

17,800

Year Ended February 28, 2021

Nor-vested

February 29, 202@utstanding
Granted
Canceled
Vested

February 28, 2020utstanding

Vested

February 29, 2028Dutstanding
Vested
Exercised
Canceled

February 28, 2020utstanding

Exercise price

Average stock price at exercise

Fair value price at grant date

3,700

500

3,200

¥1

($0.01)

¥6,251
($58.83)

4,800

500

4,300

¥1

($0.01)

¥6,254
($58.86)

8,20(

50C

7,0C

($0.01

¥,34:
($50.39

3,400

400

3,000

¥1

($0.01)

¥5,363
($50.48)

14,400

1,000

13,400

¥1

($0.01)

¥4,833
($45.49)

17,800

1,100

16,700

¥1
($0.01)

¥3,047
($28.68)

22,800

22,800

22,800

22,800

¥1
($0.01)

¥4,506
($42.41)
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The assumptions used to measure the fair valused?1st stock options were as follows:

21st Stock Option
Estimate method Black-Scholes option
pricing model
Volatility of stock price 22.36%
Estimated remaining outstanding period 10 years
Estimated dividend ¥150.0 per share
Risk-free interest rate (0.02%)

16. INCOME TAXES
The Company and its domestic subsidiaries are sutgjea number of different taxes based on incomiéch in
the aggregate, resulted in a normal statutoryadsxof approximately 30.6% and 30.6% for the yeacded
February 28, 2021 and February 29, 2020.

The tax effects of significant temporary differes@nd tax loss carryforwards, which resulted iredefl tax
assets and liabilities at February 28, 2021 andugep 29, 2020, are as follows:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Deferred tax assets:
Accrued enterprise taxes ¥637 95¢ $5,995
Accrued employees' bonuses 1,573 1,51« 14,805
Excess of depreciation 9,530 9,42 89,694
Excess of amortization of software 473 61€ 4,452
Employees' retirement benefits 6,793 @77 63,934
Allowance for doubtful accounts 205 89 1,929
Impairment losses 14,949 12,74: 140,696
Tax loss carryforwards 6,029 6,381 56,744
Other 4,345 5,907 40,894
Total of tax loss carryforwards and temporary défeces 44,533 44,515 419,134
Less valuation allowance for tax loss carryforwards  (5,707) (5,100 (53,713)
Less valuation allowance for temporary differences  (3,332) (2,879 (31,360)
Total valuation allowance (9,039) (7,980 (85,073)
Total 35,494 36,53! 334,062
Deferred tax liabilities:
Trademark rights 2,496 2,67¢ 23,492
Net deferred tax ass ¥32,998 B3,85¢ $310,570

The amount of valuation reserves increased b§581lmillion ($9,967 thousand). This primarily refle an
increase in valuation reserves relating to tax t@ssied forward at the consolidated subsidiary.
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A reconciliation between the normal effective stiaty tax rates and the actual effective tax rates
reflected in the accompanying consolidated statésnarincome for the years endeebruary 28,

2021 and February 29, 2028,as follows:

2021 2020
Normal effective statutory tax ri 30.6% 30.6%
Change in valuation allowance 12.0 (5.
Non-deductible permanent differences such as enter&ihexpenses 0.4 0.6
Nonr-taxable permanent differences such as dividenohirec (0.5) (0.0
Per-capita inhabitant tax 2.1 1.3
Difference in tax rates of foreign consolidatedsidiaries 2.4 2.2
Reduction of ending deferred tax balance due togéan 0.3 0.5
statutory tax rate
Amortization of goodwill 4.9 3.9
Other-net 0.3 (0.2
Actual effective tax rate 52.5 % 33.8%0

The expiration of tax loss carryforwards, the redataluation allowances and the resulting net dedetax

assets as of February 28, 2021, were as follows:

Millions of Yen

Due after 1 Dueafter 2 Due after ¢ Due after

Duein 1 Year Years Years 4 Years Due
Yearor through 2 through 3 through 4 through5 after 5
February 28, 2021 Less Years Years Years Years Years Total
Deferred tax assets
relating to tax loss
carryforwards ¥1,973 ¥686 ¥ 547 ¥1502 ¥543 ¥ 778 ¥ 6,029
Less valuation
allowances for tax
loss carryforwards (1,657) (686) (547) (1,502) (543) (772) (5,707)
Net deferred ta
assets relating
to tax loss
carryforwards 317 6 323
Thousands of U.S. Dollars
Due after 1 Due after z Due after ¢ Due aftel
Duein 1 Year Years Years 4 Years Due
Yearor through2 through3 through 4 through5 after5
February 28, 2021 Less Years Years Years Years Years Total
Deferred tax assets
relating to tax loss
carryforwards $18,569 $6,456 $5,148 $14,136 $5,111  $7,323 $56,743
Less valuation
allowances for tax
loss carryforwards (15,595) (6,456) (5,148) (14,136) (5,111) (7,267) (53,713)
Net deferred ta
assets relating
to tax loss
carryforwards 2,974 56 3,030

We believe the tax loss carried forward to be vecable since taxable income is expected in areat #fe next

consolidated fiscal year.
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17.

18.

19.

SUPPLEMENTAL CASH FLOW INFORMATION
(1) Finance lease assets and finance lease obligattgarded as non-cash transactions incurratidorear
ended February 28, 2021, amounted to ¥31,842 mi{$299,689 thousand).

(2) Asset retirement obligations regarded as nairt@nsactions incurred for the year ended Fep2&yr
2021, amounted to ¥916 million ($8,621 thousand).

IFRS16, “Leases,”has been applied to foreign cotatdd subsidiaries. Accordingly, lease transastiemtered
into by such subsidiaries are included in the artmahassets and liabilities relating to the abfivaence lease
transactions.

OTHER COMPREHENSIVE INCOME
The components of other comprehensive income yéars ended February 28, 2021 and February 29, 20
were as follows:

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021

Unrealized gain on available-for-sale securities

Gains (losses) arising during the year ¥6,631 1®,5 $62,409

Reclassification adjustments to loss (6,220) (121)  (58,541)

Amount before income tax effect 411 (2,631) 3,868

Income tax effect (126) 779 (1,185)
Total 285 (1,852) 2,683
Foreign currency translation adjustments

Adjustments arising during the year 307 (543) 2,889
Total 307 (543) 2,889
Remeasurements of defined benefit plans

Losses arising during the year 892 (335) 8,395

Reclassification adjustments to profit 261 178 B,45

Amount before income tax effect 1,153 (157) 10,851

Income tax effect (353) 70 (3,322)
Total 800 (87) 7,529
Total other comprehensive income ¥1,392 ¥(2,482) 13,301

SEGMENT INFORMATION

In March 2008, the ASBJ revised ASBJ StatementINg.‘Accounting Standard for Disclosures about
Segments of an Enterprise and Related Informatamd,issued ASBJ Guidance No. 20, “Guidance on
Accounting Standard for Disclosures about Segmefds Enterprise and Related Information.” Under th
standard and guidance, an entity is required tortdimancial and descriptive information aboutrigportable
segments. Reportable segments are operating segoreaggregations of operating segments that meet
specified criteria. Operating segments are compsrefran entity about which separate financial infation is
available and for which such information is evafhtegularly by the chief operating decision-maker
deciding how to allocate resources and in asseggrfgrmance. Generally, segment information isiregl to
be reported on the same basis as is used intefoakywaluating operating segment performance auitlthg
how to allocate resources to operating segments.

(@) Description of reportable segments

The Company’s financial information is provided argiely by reportable segment and is subject to
regular review by the Board of Directors with redjsw the allocation of managerial resources and
performance evaluation.

The Group operates primary businesses Domesticeigce Store Business, Seijo Ishii Business,
Entertainment-related Business, Financial Serviesness and Overseas Business while incorporating
other related businesses.

Therefore, the Group has made the Domestic Conneai8tore Business, Seijo Ishii Business,
Entertainment-related Business, Financial Serniesness and Overseas Business units its main
reportable segments, based on consideration afdiabcharacteristics and the nature of the sesvice
provided.
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Regarding the Domestic Convenience Store Busih@sgson, Inc. operates a franchise system as well
as undertaking company-owned stores in Japan gmtkat company of LAWSON, NATURAL
LAWSON, and LAWSON STORE100. Lawson Urbanworks, kmedertakes company-owned LAWSON
stores mainly in Tokyo and Chiba prefectures. LawStore100, Inc. undertakes company-owned
LAWSON STORE100 stores. SCI, Inc., a functionalssdiary which comprehensively manages the
process from procurement to sale, aims to imprbeeefficiency of the entire process.

Regarding the Seijo Ishii Business, SEIJO ISHII AQD. operates SEIJO ISHII supermarkets.
Regarding the Entertainment-related Business, Lavigstertainment, Inc. conducts the management and
sales of concert tickets at LAWSON stores and stheusic and video software products at HMV stores
and others. In addition, United Cinemas Co., Lzerates multiplex movie theatres.

Regarding the Financial Services Business, LawsokBInc. carries out a banking business.

Regarding the Overseas Business, the Group’s apgr@mpanies opened LAWSON stores in the
People’s Republic of China and Thailand.

(b) Changes in reportable segments

(©)

Due to its increased importance, the Overseas Bssjiwhich was included in Others, has been redorde
as a single reporting segment from the currenafigear. As a result, segment information for thevipus
fiscal year was reclassified to reflect the chasge presented in “(d) Information about salesfipfioss),
assets, and other items.”

Methods of measurement for the amounts of salefit passets, and other items for each reportable
segment

The segment accounting policies are the same ae ttescribed in “Accounting Policies for the
Preparation of Consolidated Financial Stateme®sgment profit is based on operating income.
Intersegment sales or transfers are based on makess.

(d) Information about sales, profit (loss), assets, @hér items is as follows:
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Millions of Yen

2021
Reportable Segments
Domestic Seijo Ishii Entertainme Finar]cial Overseas _
Convenience BUSINESS nt-Related Services Business Reconcil- Consol-
Store Business Business Business Other Total iations idated
Sales:
Sales to external customers ¥416,43( ¥103,037 ¥56,593 ¥28,576  ¥61,357 ¥3 ¥666,002 ¥666,002
Intersegment sales or
transfers 6,06¢ 1,317 2,998 207 10,587 ¥(10,587)
Total ¥A22,50. ¥103,037 ¥57,910 ¥31,574 ¥61,357 ¥210 ¥676,589 ¥(10,587) ¥666,002
Segment profit (loss) 28,74(  ¥10,329 ¥(298) ¥1,753 ¥809 ¥(456)  ¥40,877 ¥40,877
Segment assets 881,17. 73,382 53,786 450,974 56,703 506 1,516,526¥(151,096) 1,365,430
Other:
Depreciation 57,71 1,976 2,301 6,974 7,642 76,606 76,606
Amortization of goodwiill 2,17¢ 1,437 502 54 4,172 4,172
Investments in associated
companies 4,94 4,942 4,942
Increase in property, plant,
and equipment and
intangible assets 25,827 1,543 886 2,456 4,053 34,765 34,765
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Millions of Yen

2020
Reportable Segments
Domestic Seijo Ishii EntertainmeFinancial Overseas Reconcil- Consol-
Convenience . nt-Related Services . Other Total e ;
. Business - . Business iations idated
Store Business Business Business
Sales:
Sales to external customers ¥465,333  ¥93,120 ¥83,961 ¥31,646 ¥56,169 ¥8 ¥730,237 ¥730,237
Intersegment sales or
transfers 6,219 1,386 2,443 1,098 11,146¥(11,146)
Total ¥471,552 ¥93,120 ¥85,347 ¥34,089 ¥56,169 ¥1,106 ¥741,383 ¥(11,146) ¥730,237
Segment profit (loss) ¥47,122 ¥8,348 ¥5,313 ¥3,089 ¥(1,006) ¥77 ¥62,943 ¥62,943
Segment assets 908,974 71,903 69,737 395,854 42,113 85 31,488,966 ¥ (131,233) 1,357,733
Other:
Depreciation 57,755 1,888 2,365 6,401 6,334 0 74,743 74,743
Amortization of goodwill 2,444 1,437 502 57 4,440 4,440
Investments in associated
companies 5,100 5,100 5,100
Increase in property, plant,
and equipment and
intangible assets 33,165 1,045 2,772 2,587 5,214 , 7884 44,783
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Thousands of U.S. Dollars

2021
Reportable Segments
Domestic Seijo Ishii Entertainme Financial Overseas Reconcil- Consol-
Convenience . nt- Related Services . Other Total e ;
. Business . . Business iations idated
Store Business Business Business
Sales:
Sales to external customers $3,919,39: $969,760 $532,640 $268,951 $577,478 $27 $6,268,254 $6,268,254
Intersegment sales or
transfers 57,08: 12,39 28,216 1,949 99,642 $(99,642)
Total $3,976,48' $969,760 $545,03! $297,167 $577,478 $1,976 $6,367,896 $(99,642) $6,268,254
Segment profit (loss) 270,49  $97,214 $(2,805 $16,499 $7,614  $(4,291)  $384,725 $384,725
Segment assets 8,293,38. 690,654 506,22: 4,244,461 533,675 4,791 14,273,1865(1,422,080) 12,851,106
Other:
Depreciation 543,18: 18,598 21,65¢ 65,638 71,925 720,998 720,998
Amortization of goodwill 20,50¢ 13,525 4,72¢ 508 39,266 39,266
Investments in associated 46,51 46,513 46,513
companies
Increase in property, plant, 243,07t 14,522 8,33¢ 23,115 38,146 327,200 327,200

and equipment and
intangible assets

Notes: 1. The business segments within the “Otbat&gory that do not fall under the main reportaelgments, include Consulting Business.
2. Adjustments to segment assets are due to tnénalion of intra-segment transactions.
3. Segment profit (loss) corresponds to consoldlafgerating income.
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(e) Information regarding loss on impairment of longgelil assets of reportable segments

Millions of Yen

2021
Reportable Segments
Domestic Seijo Ishii Entertainme  Financial Overseas Reconcil- Consol-
Convenience JO nt- Related Services . Other Total . ;
. Business ) . Business iations idated
Store Business Business Business
Loss on
'(;‘]E‘plg'r:;e”t ¥16,206 ¥197 ¥143 ¥89 ¥16,635 ¥16,635
lived assets
Millions of Yen
2020
Reportable Segments
Domestic Seijo Ishii Entertainment- Financial Overseas Reconcil- Consol-
Convenience 10 Related Services . Other Total . ;
. Business . . Business iations idated
Store Business Business Business
Loss on
impairment of ;g 35q ¥17 ¥73 ¥273 ¥18,722 ¥18,722
long-lived
assets
Thousands of U.S. Dollars
2021
Reportable Segments
Domestic Seijo Ishii Entertainme  Financial Overseas Reconcil- Consol-
Convenience 1O nt- Related Services . Other Total L X
. Business ) . Business iations idated
Store Business Business Business
Loss on
'OTF’Ig'r:gle”t $152,527 $1,854 $1,346 $838 $156,565 $156,565
lived assets
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(f) Information regarding the carrying amount of godtiy reportable segments

Millions of Yen

2021
Reportable Segments
Domestic Seijo Ishii Entertainme  Financial Overseas Reconcil- Consol-
Convenience JO nt- Related Services . Other Total e ;
. Business . . Business iations idated
Store Business Business Business
Goodwill at
February 28, ¥11,475 ¥19,522 ¥6,683 ¥535 ¥38,215 ¥38,215
2021
Millions of Yen
2020
Reportable Segments
Domestic Seijo Ishii Entertainme  Financial Overseas Reconcil- Consol-
Convenience JO nt- Related Services . Other Total e X
. Business . . Business iations idated
Store Business Business Business
Goodwill at
February 29, ¥13,654 ¥20,958 ¥7,185 ¥584 ¥42,382 ¥42,382
2020
Thousands of U.S. Dollars
2021
Reportable Segments
Domestic Seijo Ishii Entertainme  Financial Overseas Reconcil- Consol-
Convenience JO nt- Related Services . Other Total L ;
. Business ) . Business iations idated
Store Business Business Business
Goodwill at
February 28, $108,001 $183,736 $62,899 $5,035 $359,671 $359,671
2021
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20.

21.

RELATED PARTY TRANSACTIONS

Balances and transactions of the Company with sigiay of Mitsubishi Corporation as of and for tywars
ended February 28, 2021 and February 29, 2020, agefalows:

(1) Transactions between the Companyraladed parties

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021

Mitsubishi Corporation

Acceptance of debt guarantees ¥10,07 ¥3,00( $132,424

Payment of guarantee fees 0 0 0
Mitsubishi Shokuhin Co., Ltd.

Accounts payabidrade ¥54 454 ¥1,83¢ $512,508

Purchases 694,640 773,36t 6,537,788
Mitsubishi Corporation Financial & Management Seeg
(Japan) Ltd.

Short-term loans payable ¥14007 ¥3,00( $132,424

Accrued interest 0 1 0

Purchase prices and other conditions are detedinen arm’s-length basis.

(2) Transactions between subsidiaries and relzetiep

Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021

Mitsubishi Corporation

Acceptance of debt guarantees 0:¥m( ¥130,00( $470,588

Payment of guarantee fees 9 1€ 85

Accrued expenses 1 2 9
Mitsubishi Corporation Financial & Management Seed
(Japan) Ltd.

Short-term loans payable

Accrued interest

Long-term loans payable ¥H0C( ¥130,00( $470,588

Accrued interest 221 62 2,080

Borrowing interest 1 9
Mitsubishi Shokuhin Co., Ltd.:

Accounts receivable Other ¥25,186 ¥8,87: $237,045

Sales of processed food, etc. 285,187 331,93t 2,684,113

Sales prices and other conditions are determinezthaarm’s-length basis.

FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

(1) Policy for Financial I nstruments

The Company primarily uses short-term deposits, &iananage its funds and raises funds as negessar

through borrowings from financial institutions aledsing, according to the financing plan.

(2) Nature, Extent of Risk, and Risk Management System for Financial I nstruments

Trade receivables, such as accounts receivabléoueranchised stores, accounts receivable-otat,
lease receivables are exposed to credit risk frosmiess counterparties.

Long-term loans receivable (mainly constructiorisiaace fund receivables) and lease deposits are
exposed to credit risks of borrowers and landlovdih regard to this risk, the Company managesitred
on a daily basis at the relevant division and dimglentify and minimize collection concerns in derly
stages arising from the deterioration in the finalhoondition of those borrowers and landlords.
Investment securities are primarily shares of carggawith which the Company has business
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relationships and listed shares which are expaséuktrisk of market price fluctuation. With regaecthis
risk, the Company monitors the financial conditiof$usiness counterparties on a regular basis.

For trade payables, most of the accounts paya#tketraccounts payable due to franchised storesuaisc
payable-other, and deposits received as a reshltl settlement services have payment due datdsrwi
one month, while most deposits received held asaltrof ticket sales transactions have payment due
dates within six months.

Short-term loans payable are mainly for the purmdggocuring working capital, and are due within 1
year.

Long-term loans from banks and financial companyapée are mainly for the purpose of managing a
banking business and funding M&A, and are due withie years.

The primary purpose of lease obligations relatefinnce lease transactions is securing the fuegsired
for capital investments, and the maximum redemppiemod is 15 years after the consolidated balance
sheet date.

With regard to the liquidity risk associated witméraising (i.e., risk that payments cannot be ebeston
the payment due dates), the Company prepares aadagfinancial plans on a timely basis and manages
liquidity risk by measures including maintainingegdiate liquidity on hand.

(3) Fair Values of Financial I nstruments
Fair values of financial instruments are basedwste prices in active markets. If a quoted priceat
available, other rational valuation techniquesia®d instead. Since multiple factors are considieréue
estimation of fair value, the results of the estioramight differ if other valuation techniques warsed.

Millions of Yen

Carrying Unrealized

February 28, 2021 Amount Fair Value Gain/Loss
Cash and cash equivalents YART, ¥401,137
Time deposits 1,445 1,447
Due from franchised stores 86¢ 46,386
Lease receivables 16622 15,726 ¥ (896)
Accounts receivable 16104¢ 161,048
Long-term loans receivable B9¢ 43,012 (3,387)
Investment securities 12,734 12,734
Lease deposits 10252( 100,857 (1,662)
Total ¥78829:% ¥782,347 ¥ (5,945)
Accounts payable ¥21828¢t ¥218,285
Short-term loans 4232C 42,320
Deposits received 246111 246,111
Long-term debt (including current portion

of long-term debt) 401932 397,143 ¥ (4,789)
Total ¥90864¢ ¥903,859 ¥ (4,789)
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Millions of Yen

Carrying Unrealized

February 29, 2020 Amount Fair Value Gain/Loss
Cash and cash equivalents ¥343,583 ¥343,583
Time deposits 4 4
Due from franchised stores 47,36" 47,36"
Lease receivables 17,87 17,59¢ ¥ (279)
Accounts receivable 159,097 159,09
Long-term loans receivable 47,461 46,60¢ (853)
Investment securities 9,49¢ 9,21« (283
Lease deposits 106,77¢ 108,38t 1,608
Total ¥731,663 ¥731,856 ¥193
Accounts payable ¥224,24¢ ¥224,24¢
Short-term loans 39,850 39,850
Deposits received 193,09 193,09°
Long-term debt (including current portion

of long-term debt) 497,31: 492,06( ¥ (5,251)
Total ¥954,50: ¥949,25! ¥ (5,252

Thousands of U.S. Dollars

Carrying Unrealized
February 28, 2021 Amount Fair Value Gain/Loss
Cash and cash equivalents $3,775,407 $3,775,407
Time deposits 13,619 13,619
Due from franchised stores 436,574 436,574
Lease receivables 156,443 148,009 $(8,433)
Accounts receivable 1,515,746 1,515,746
Long-term loans receivable 436,696 404,820 (31,878)
Investment securities 119,849 119,849
Lease deposits 964,894 949,242 (15,642)
Total $7,419,228 $7,363,266 $(55,953)
Accounts payable $2,054,447 $2,054,447
Short-term loans 398,306 398,306
Deposits received 2,316,339 2,316,339
Long-term debt (including current portion 3,782,889 3,737,816 $(45,073)

of long-term debt)

Total $8,551,981 $8,506,908  $(45,073)

As long-term loans receivable and lease obligatsatisfy the offsetting requirements, long-terrmoa
receivable are offset against lease obligationstla@eet amount is shown in the consolidated balanc

sheets. The offset amount is 5,856 million yen.

Cash and deposits, Due from franchised stores and accounts receivables
The carrying values of cash and deposits,Due framchised storesnd accounts receivable (including
allowance for doubtful accounts) approximate failue because of their short maturities.

Lease receivables

The fair values of lease receivables are deterniyediscounting future cash flows, which reflect
collectability, using the yield rate of governméoinds for the remaining period.



Long-term loans receivable
The fair values of long-term loans receivable (déhg allowance for doubtful accounts) are deteein
by discounting the cash flows related to the obiiges at the Companies’ assumed corporate disaatmt

Investment securities

The fair values of investment securities are messat the quoted market price on the stock exchéoige
the equity instruments, and at the quoted pricainbt from the financial institution for certainbde
instruments.

Lease deposits

The fair values of lease deposits (including alloesafor doubtful accounts) are determined by distiag
future cash flows, which reflect the collectabilitising the yield rate of government bonds for the
remaining period.

Accounts payable and deposits received
The carrying values of accounts payable and depresieived approximate fair value because of gieirt
maturities.

Short-term loans

These instruments are stated at their carryingegalBecause they are determined using floatingeiste
rates that reflect market rates in a short-timetzange short maturities, their carrying values are
approximately the same as their fair values.

Long-term debt (including current portion of long-term debt)
The fair values of long-term debt are determingdliscounting the cash flows related to the obiayat at
the expected rate of interest to be applied foilaimfease transactions.

(4) Financial Instruments Whose Fair Value Cannot Be Reliably Determined

Carrying Amount
Thousands of

Millions of Yen U.S. Dollars
2021 2020 2021
Investments in equity instruments that do not
have a quoted market price in an active market 9¥17 ¥309 $168E
Investments in unconsolidated subsidiaries and
affiliated companies 20,441 19,362 1938¢€
Others 1,179 1,299 11,09t
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(5) Maturity Analysisfor Financial Assets and Securities with Contractual Maturities

Millions of Yen

2021
Duein 1 Due after 1 Due after Due
Year 5 Years
Year or after 10
Less through 5 through vears
Years 10 Years
Cash and deposits ¥401,137
Time deposits 1,447
Due from franchised stores 46,386
Lease receivables 2,291 ¥7,021 ¥7,310
Accounts receivable 161,063
Long-term loans receivable 676 16,524 16,870 ¥12,407
Lease deposits 8,570 24,298 25,027 45,135
Total ¥621,570 ¥47,843 ¥49,207 ¥57,542
Millions of Yen
2020
Due after Due after
Due in 1 Year 5 Years
1 Year through through Due after
or Less 5 Years 10 Years 10 Years
Cash and deposits ¥343,583
Time deposits 4
Due from franchised stores 47,367
Lease receivables 2,46° ¥7,549 ¥7,864
Accounts receivable 159,122
Long-term loans receivable 35€ 17,753 15,481 ¥13,932
Lease deposits 8,679 24,837 26,743 46,935
Total ¥561,575 ¥50,13¢ ¥50,088 ¥60,867
Thousands of U.S. Dollars
2021
Due in 1 Due after 1 Due after
Year or Year 5 Years
Less through 5 through Due after
Years 10 Years 10 Years
Cash and deposits $3,775,407
Time deposits 13,619
Due from franchised stores 436,574
Lease receivables 21,563 $66,080 $68,800
Accounts receivable 1,515,887
Long-term loans receivable 6,362 155,520 158,777 $116,772
Lease deposits 80,659 228,687 235,548 424,801
Total $5,850,071 $450,287 $463,125 $541,572
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22. NET INCOME PER SHARE
A reconciliation of the differences between basid diluted net income per share (“EPS”) for thergemded
February 28, 2021 and February 29, 2020, is agvist|

Millions Thousands
of Yen of Shares Yen U.S. Dollars
Net Weighted-Average
Year Ended February 28, 2021 Income Shares EPS
Basic EPSNet income available
to common shareholders ¥ 8,690 100,065 ¥ 86.84 $0.82
Effect of dilutive securities
Stock options 69
Diluted EPSNet income for
computation ¥ 8,690 100,135 ¥ 86.78 $0.82
Millions Thousands
of Yen of Shares Yen
Net Weighted-Average
Year Ended February 29, 2020 Income Shares EPS
Basic EPSNet income available
to common shareholders ¥ 20,108 100,061 ¥ 200.95
Effect of dilutive securities
Stock options 58
Diluted EPSNet income for
computation ¥ 20,108 100,119 ¥ 200.84

23. SUBSEQUENT EVENT
Appropriation of Retained Earnings

The following appropriation of retained earningssvegproved at the general shareholders’ meetirtydrel

May 25, 2021:
Thousands of
Millions of Yen U.S. Dollars
Cash dividends, ¥75.0 ($0.71) per share ¥ 7,505 $70,635
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of Lawson, Inc.:
Opinion

We have audited the consolidated financial statements of Lawson, Inc. and its consolidated subsidiaries
(the "Group"), which comprise the consolidated balance sheet as of February 28, 2021, and the
consolidated statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies, all
expressed in Japanese yen.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of February 28, 2021, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
accounting principles generally accepted in Japan.

Convenience Translation

Our audit also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and, in
our opinion, such translation has been made in accordance with the basis stated in Note 1 to the
consolidated financial statements. Such U.S. dollar amounts are presented solely for the convenience of
readers outside Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the provisions of the Code of Professional Ethics in Japan, and we have fulfilled our
other ethical responsibilities as auditors. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Audit & Supervisory Board Members and the Audit &
Supervisory Board for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

Member of

Deloitte Touche Tohmatsu Limited



Audit & Supervisory Board members and the Audit & Supervisory Board are responsible for overseeing
the Directors' execution of duties relating to the design and operating effectiveness of the controls over
the Group's financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

« |dentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks. The
procedures selected depend on the auditor's judgment. In addition, we obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

» Obtain, when performing risk assessment procedures, an understanding of internal control relevant to
the audit in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Group's internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

« Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

» Evaluate whether the overall presentation and disclosures of the consolidated financial statements are
in accordance with accounting principles generally accepted in Japan, as well as the overall
presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

+ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with Audit & Supervisory Board members and the Audit & Supervisory Board
regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.

We also provide Audit & Supervisory Board members and the Audit & Supervisory Board with a
statement that we have complied with relevant ethical requirements regarding independence, and
communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.




Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our firm and its designated engagement partners do not have any interest in the Group which is required
to be disclosed pursuant to the provisions of the Certified Public Accountants Act of Japan.

Lloitte Tpniche Tetmatsn Lo

May 25, 2021
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