Securities Code: 2651
May 2, 2011
To All Shareholders With Voting Rights

Takeshi Niinami
Representative Director
LAWSON, INC.
11-2, Osaki 1-chome, Shinagawa-ku, Tokyo

NOTICE OF THE 36" ORDINARY GENERAL MEETING OF SHAREHOLDERS
You are cordially invited to attend the"™8&rdinary General Meeting of Shareholders to b helfollows.

If you are unable to attend the meeting, pleaseceseyour voting rights using either of the methaoscribed below after
reading the attached REFERENCE DOCUMENTS FOR THRIBRAL MEETING OF SHAREHOLDERS.

[Voting in Writing (by Mail)]
Please indicate your approval or disapproval of thematters to be resolved on the Voting Rights Exerse Form
enclosed herewith and return it so that it reachess by 5:45 p.m. on Monday, May 23, 2011.

[Voting by Electronic Means (Internet, etc.)]
Please exercise your voting rights by 5:45 p.m. oMonday, May 23, 2011 after reading the attached daenent
“Exercising Voting Rights via the Internet, etc.”

1. Date and Time: 10:00 a.m., Tuesday, May 24, 2011
2. Venue: Tokyo International Forum, Hall C, 5-1afdnouchi 3-chome, Chiyoda-ku, Tokyo
(Please note the venue has been changed from lasag See the Map attached at the end of this notige
3. Objectives of the Meeting
Reports:
The Business Report, the Consolidated Financiaé®tants and the Non-Consolidated Financial Statesxfenthe 36th
Fiscal Term (from March 1, 2010 to February 28,D0&nd the Audit Reports Thereof

Matters to Be Resolved:
Proposal No. 1: Appropriation of Surplus
Proposal No. 2: Partial Amendments to the ArtidEmcorporation
Proposal No. 3: Election of Two (2) Corporate Aot
Proposal No. 4: Presentation of Retirement Bentfits Retiring Corporate Auditor

. If you attend in person, please present the entldeéing Rights Exercise Form at the reception daeskarrival at the meeting.
Please arrive a little early because the receptimhk can be congested immediately before the ngeleéigins.

. If you wish to exercise your voting rights by proypur proxy is requested to present a documeidteecing his/her proxy, such as
a power of attorney, together with the Voting Rggkixercise Form in the proxy’s own name at theptoe desk. (The qualified
proxy is limited to one shareholder having votirights for this meeting as per the relevant provisio the Articles of
Incorporation.)

. If any amendment is made to this notice, such ammend will be posted on the Company’s Website.

Results of resolutions will also be posted on ttempany’s Website .
(http://www.lawson.co.jp/company/ir/index.html)



(TRANSLATION ONLY)

BUSINESS REPORT
(March 1, 2010 through February 28, 2011)

I. CURRENT STATUS OF THE CORPORATE GROUP

1. Summary of Operations

(1) Business Developments and Results of Operations

During fiscal 2010, the year ending on February 2811, some recovery was seen in the overall coesunarket,
although consumer preferences for lower pricestdube prolonged recession continued to exert aerad effect to some
extent. Signs of recovery also began to emergedrtonvenience store (CVS) industry in and aftaoter 2010.

In this operating environment, the LAWSON Groupe(tiCompany”) took the following actions with thenadof improving
customer satisfaction in CVS operations and othginesses to realize its corporate philosophy odgjpiness and
Harmony in Our Community."

In terms of our operating results, total operatingenues decreased 5.5% year-on-year to ¥441,2[i@mmiThis was

mainly due to a ¥41,363 million decline in net salesulting from a fall in the number of Companegied stores, which
more than offset a ¥12,016 million increase in ¢tage commissions paid by franchised stores, wimicteased in number.
Ordinary income, however, increased by ¥5,153 am|lior 10.4%, to ¥54,594 million. Net income alsareased by
¥12,824 million, or 102.1%, to ¥25,386 million, migi as a result of the fact that, in the previoiscdl year, an
extraordinary loss of ¥12,616 million was postedeéfation to the misappropriation of funds by forntérectors of the
consolidated subsidiary LAWSON ENTERMEDIA, INC.,wsll as a ¥1,936 million loss on prior period adinent.

Operating results by business segment were asvillo
Convenience Store Operations

Merchandise Strategy and Services

On the merchandise front, we offered a wide varidtgittractive items that pleasantly surprised @umgrs with their value
for money. This was made possible by bringing inowative ideas in the ingredients procurement m®cencluding
procuring high-quality food materials in bulk.

In the rice dishes category (rice balls/boxed l@s¢bushi), we reduced prices to promote salesdime popular items in
the series of rice balls made with a branded htigiata-grown Koshihikari, and launched a high-d¢ind of Niigata-grown
Koshihikari rice balls, adopting new upscale ingeats. In addition, our Onigiri-ya rice ball branehewal in November,
under which we switched to using Niigata-grown Kibdtari for all our white rice balls, was well rdged by many
customers. Our Gohoubi-no-hitotoki (Enjoy a luxuisdime) series of deluxe boxed lunches, which laasched under the
concept of satisfying both the stomach and the, sea$ also tremendously popular among customersal¥éelaunched a
series of chilled lunch boxes in January.

In the dessert category, our Uchi Café SWEETS lm&uding the Premium Roll Cake Series, was atgnéacontributing
to the category’s enhanced performance.

In sales promotions, the Company focused on campaigticipated to bring a high return on investn{&®I) such as the
Rilakkuma Fair, Miffy Campaign, Evangelion Campaigmd Keion!! Fair, which are centered on tie-ugthvpopular
characters.

On the services front, the Company's bill settlensenvices processed approximately 169 milliongeations for
customers, representing a total transaction vai¥d 639.2 billion. Meanwhile, ATMs (automatic &llmachines) were
installed in stores in 6 new prefectures, bringtmgytotal number of prefectures with LAWSON stdiest have ATMs to
46.

The Company also established a system for isshimébnta multi-partner shopping point card insyantistores.
Companies from diverse business categories pateip the Ponta card program operated by LOYALTXRKETING,
INC. The number of companies participating in thegpam has increased, expanding card membersioieto30 million.
The number of LAWSON customers holding Ponta car@wver on the rise, notably those with Ponta ceslsed by other
companies.



Store Operations

In store operations, we promoted sales spaces amdhandise assortments tailored to the needs ¢f meighborhood
through analysis of purchase data collected froemRtnta card program by utilizing PRiSM, our cofesystem that was
developed to place orders from the perspectiveusfomers. PRiSM has enhanced franchise owners'emess of the
importance of optimal merchandise assortment byntifyang the sales opportunities we lose as a tesubeing out of

stock of items customers need and visualizing ffectethat can be enjoyed by reducing these logtodpnities. The

Company has thus strengthened its guidance totfismowners to enable them to offer the exact nagrdise customers
need on a timely basis, aiming to further boostausr satisfaction.

Store DevelopmentStore Format Strategy

In opening new stores, the Company focused on miaixigireturn on investment (ROI), strictly adhetedts proprietary
group standards for opening stores, and prioritpreditability.

In terms of store format strategy, the Companyriaged the LAWSON, NATURAL LAWSON and LAWSON STORHLO
formats to promote new store openings and stom@vegions that match customer needs in each neigbbdr

The Company also proactively pursued renovatiogarfventional LAWSON stores into LAWSON stores tfatus on
fresh foods, especially in residential areas withigh demand for fresh food. The number of theseestnow exceeds
1,000.

In an effort to reinforce its capacity to cateherlthcare needs, the Company opened new stotesothhine
MatsumotoKiyoshi and LAWSON STORE 100. In additiore now operate 35 stores that market over-theteo(®TC)
drugs by increasing licensed sales personnel lasédman resources exchange with MatsumotoKiyosidiHgs Co.,

Ltd. Starting from August 2010, the Company alsmtzhed Pharmacy LAWSON, an integration of drug-einsging
pharmacies and NATURAL LAWSON stores, in partngushith Qol Co., Ltd., which operates a chain ofgidispensing
pharmacies.

[Change in Total Number of Stores] (March 1, 2@dGebruary 28, 2011) (Stores)
LAWSON NATURAL LAWSON Total
LAWSON STORE100 and
SHOP99

Total stores as of 8,540 89 996 9,625
February 28, 2010

Change during fiscal 146 1 81 228
year

Total stores as of 8,686 90 1,077 9,853
February 28, 2011

As of February 28, 2011, the number of LAWSON siasperated by equity-method affiliate LAWSON Okirgginc. in
Okinawa Prefecture was 141.

In overseas operations, the Company opened itssicse in Chongqging in China in July 2010, expagdits area of
operations from ShanghaCHONGQING LAWSON CO., LTD., in which LAWSON has 80% equity interest, operates 4
stores as of February 28, 2011. SHANGHAI HUALIAN WSON CO., LTD., a Chinese equity-method affiliateas
operating 315 stores in Shanghai, China, as ofueepi28, 2011

Corporate Social Responsibility (CSR) Activities
In the CSR field, the CSR Promotion Office contidue lead environmental protection and social dbation activities,
working together with franchise owners and emplsyee

In June 2010, we established the LAWSON Group Bmvirental Policy that expresses our determinatiocotwsider the
environment in all aspects of our business and adkvior the local communities in which we operatethe hope of
passing on the bountiful blessings of the Eartthéonext generation.

As part of our efforts to help create a low-carlsoniety, the Company set targets for reducing tBe generated by power
consumption at each store, and actively installegtgy-saving devices, including LED lighting fogss and in stores, not
only at new stores, but also at existing stores.

In a collaborative effort with customers to fighHblgal warming, the Company launched a carbon offsejram in April
2008 which allows customers to contribute to redgdCG, by purchasing carbon credits using their accuradlahopping
points or cash, or by purchasing products designfatecarbon offset. As of February 28, 2011, agpnately 15,000 tons
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of CO, had been offset through this program. In additibie, LAWSON Green Fund, active since 1992, in coatidon
with donation drives for regions hit by disasteustsas torrential rain, raised a total of approxehe¥316 million in fiscal
2010.

Moving forward, working together with customerse t@ompany will continue its environmental protestiand social
contribution activities.

Other Activities

In response to the misconduct that took place soafi 2009 within our subsidiary LAWSON ENTERMEDIMC., we
implemented measures to strengthen internal contfitbin the Company. Specifically, LAWSON examintdg status of
the distribution of authorities and risk managenfeatework at its affiliates and regularly monitdrthe status of their
funds. We also provided stronger guidance to aféb in order to improve their management by exipanihe number of
items audited by our internal audit division. I thecond half of the fiscal year, LAWSON revisadAffiliate Management
Regulation to clarify the division of responsibég with respect to management of, and assistawuea tp, its affiliates and
promoted area-specific initiatives such as the reéimeéd management of funds. We intend to contitm@romote the
measures we are implementing.

Ninety-nine Plus Inc. became a LAWSON wholly-owrsedbsidiary as a result of a share exchange agreemwtén
LAWSON effective July 1, 2010

[Total Operating Revenues in the Convenience Sosness]

Total Operating Revenues (¥ millions) Year-over+Y@a)

405,467 91.8

[Net Sales at All LAWSON Stores in the ConveniefStere Business]

Product Group

Sales (¥ millions)

Composition Ré%s)

Year-over-Year (%)

Processed foods 897,426 53.3 99.5
Fast foods 321,865 19.1 99.3
Daily delivered foods 264,169 15.7 110.5
Non-food products 199,350 11.9 99.4
Total 1,682,812 100.0 101.0

Note: Some merchandise that was classified undefdad in the first half of the previous fiscalrjpel has been reclassified
under daily delivered goods in the presentatioritferfirst half of the current fiscal period. THeéeet of the change is
8,913 million yen

Other Businesses

In addition to convenience store operations, then@any is involved in entertainment/e-commerce krssp financial
services, and other businesses.

LAWSON ENTERMEDIA, INC. which undertakes ticket ealas part of its entertainment/e-commerce businessrded a
strong performance in sales of event and leisuega@ tickets. On July 1, 2010, LAWSON concludedhare exchange
agreement with LAWSON ENTERMEDIA, INC. making itaolly-owned subsidiary.

In addition, with the aim of expanding and reinfagcour ticket sales business and building a fraorkwhat allows us to
offer a wider range of items online as well asin#lby fortifying our e-commerce base, LAWSON acgdiHMV Japan
K.K., a music/video software marketing companyitasvholly-owned subsidiary on December 1, 2010.January 28,
2011, LAWSON also acquired a 35.4% share of VenReeublic Inc., which operates a price comparis@bsite that
drives viewers to e-commerce websites and e-conerstopping malls.

During fiscal 2009, LAWSON ENTERMEDIA, INC. was deied as a company mainly engaged in the tickessa
business. When LAWSON acquired HMV Japan K.K. ssdnsolidated subsidiary, however, LAWSON charthechame
of business operations undertaken by LAWSON ENTERME INC. and HMV Japan K.K.from “ticket sales boess” to
“entertainment/e-commerce business” from fiscal®@lming to expand the Company’s entertainmeniniess.

LAWSON ATM Networks, Inc., which operates a finaalervices-related business, performed strongéyrasult of an
increase in the number of ATM machines installetibnavide in LAWSON stores and a rise in the numiigiransactions.
The number of ATM machines installed has grown,&28 as of February 28, 2011.

[Total Operating Revenues in Other Businesses]

Total Operating Revenues (¥ millions) Year-over+Y@a)

39,673 134.1




(2) Capital Expenditures and Financing

Capital expenditures of the LAWSON Group during ybar totaled ¥31,091 million, of which ¥22,697 lrait was
primarily for store facility investment in land abdildings, and ¥7,479 million was for the upgragof information
systems.

The LAWSON Group’s own funds were used for all tapgxpenditures during the year ended Februar@8].

(3) Changes in Operating Results and Financial Pdgin
1) Changes in Operating Results and Financial Positiche Corporate Group

Category/Fiscal Term Fiscal 2007 Fiscal 2008 Fiscal 2009 Fiscal 2010
339 Term 34" Term 35" Term 36" Term

Total operating 301,176 349,476 467,192 441,277

revenues (¥ millions)

Ordinary profit 46,244 48,787 49,440 54,594

(¥ millions)

Net income (¥ millions) 22,119 23,807 12,562 25,386

Net income per share 214.69 240.10 126.67 254.61

)

Total assets (¥ millions 397,107 436,096 448,131 476,036

Net assets (¥ millions) 188,573 201,166 198,135 208,466

Net assets per share (¥) 1,867 1,968 1,935 2,037

Note:

1. Net income and net income per share declinéder85th term due to an extraordinary loss of ¥1& @illion recorded as a result of
misappropriation of funds by former directors ofsolidated subsidiary LAWSON ENTERMEDIA, INC.

2. A ¥1,936 million loss on a prior period adjustin@osted in the 35th term is reflected retrospedbtiin the operating results and
financial position of the 34th and 35th terms.

2) Changes in Operating Results and Financial Basiff the Company

Category/Fiscal Term Fiscal 2007 Fiscal 2008 Fiscal 2009 Fiscal 2010
339 Term 34" Term 35" Term 36" Term

Total net sales of 1,402,786 1,506,312 1,472,415 1,502,754

LAWSON stores

including franchised

stores (¥ millions)

Total operating 269,582 279,739 271,513 263,209

revenues (¥ millions)

Ordinary profit 45,298 47,321 44 577 49,312

(¥ millions)

Net income (¥ millions) 18,899 22,066 20,665 24,643

Net income per share 183.43 222.54 208.38 247.15

)

Total assets (¥ millions 385,335 402,117 420,444 444,821

Net assets (¥ millions) 187,146 195,634 200,506 211,448

Net assets per share (¥) 1,886 1,969 2,018 2,113




(4) Pressing Issues

Although early signs of recovery were seen in thiescmer market, there are concerns that the Japageaomy will
suffer adverse effects from the Great East Japahdteake in fiscal 2011.

In this environment, LAWSON is promoting the follmg management measures with the aim of realiziimgaorporate
philosophy of "Happiness and Harmony in Our Comrtyhi

1) Create merchandise assortments that meet cust@eds n

In an effort to create stores that meet the neédsistomers in the neighborhood, the Company wvalitmue to use the
Ponta multi-partner shopping points program datdeteelop customer-centric merchandise assortmgnhaBnessing our
core IT system, PRiSM, to a higher degree, we stilve to improve ordering precision to reduce sapportunity losses
and product disposal losses. We will also step up afforts to enhance product development capadslitwhich are
essential in achieving customer-centric merchanasertments and improving ordering precision.

2) Provide appealing services by leveraging the Pontii-partner shopping points program

The number of companies participating in the P@mtegram is expected to increase in the days atveasidh will lead to
more convenient services for customers. LAWSON puilisue broader marketing analysis and sales promateasures in
collaboration with the other participating companie provide customers with more appealing services

3) Promote the fresh foods convenience store business

We will further expand our fresh foods conveniestere business, which is a growth area, by openawy LAWSON
STORE100 and fresh foods convenience stores mainigsidential areas. In particular, we will strit@respond to the
increasing needs of customers desiring to pregee tneals at home, while further expanding ourtaugr base by
attracting elderly and female customers in additmmale customers in their 20s and 30s, who hawstituted the main
demographic of convenience store shoppers.

4) Respond to demand for OTC drugs and healthcare

LAWSON will expand OTC drug sales and help cust@mechieve the healthy and comfortable lifestylesytheek by
stepping up the development and marketing of healénted foods harnessing the know-how acquiredutfh operation
of NATURAL LAWSON stores. Based on the idea thabuyare what you eat,” we will continue to help ounsérs lead
healthy and fulfilling lives.

5) Full-scale operation of entertainment/e-commercertass

In our entertainment/e-commerce business, we aiffesy an entertainment-related merchandise assotrthat meets
diverse customer needs both online and offline.al§e plan to provide new services in e-commercedas partnership
with other companies.

6) Strengthen internal control within the Company

In response to the misconduct that was uncoveréddal 2009 within our subsidiary LAWSON ENTERMERIINC., we
will continue to promote the initiatives we implented in fiscal 2010. We will also embark on theabshment of a
structure that facilitates communication betweedMPON and its affiliates with a view to propagatitige Company’s
management policy and increasing the degree ohjteementation.

We take this opportunity to offer our deepest cdadoes to the families of those who lost theirdive the Great East Japan
Earthquake and extend our heartfelt sympathy taladl have been affected by the disaster.

We will strive to fulfill our mission as “The Hott&ion in the Neighborhood,” a place where custa@wan feel at home, by
providing emergency supplies to disaster-hit regjasffering merchandise in disaster-hit stores, ewltecting donations
for relief support.

We look forward to the continued support and enagement of our shareholders.



2. Current Status at the End of February 2010
(1) Major Business Operations and Principal Offices
Convenience Store Business
1) LAWSON, INC.
Major Business:

Head Office:

Principal Offices:

2) Ninety-nine Plus Inc.

Major Business:

Head Office:

LAWSON, INC. operates the LAWSONuimt franchise system and
Company-operated stores as the headquarters of IG\V&hd NATURAL
LAWSON convenience store chains

Shinagawa-ku, Tokyo
Hokkaido LAWSON Branch (Chuo-ku, Sapporo), ToholMLSON Branch
(Aoba-ku, Sendai), Kanto LAWSON Branch (Shinagawa-kokyo), Chubu
LAWSON Branch (Naka-ku, Nagoya), Kinki LAWSON Brdn¢Suita, Osaka),
Chugoku & Shikoku LAWSON Branch (Kita-ku, Okayansajd Kyushu LAWSON
Branch (Hakata-ku, Fukuoka)

Note: In addition to the above sites, the Compaas/102 offices throughout Japan including
District Offices. As of March 1, 2011, the Compaudopted a branch structure for its
organization, whereby District Offices were restaned into Branches.

Ninety-nine Plus Inc. operates Camypoperated and franchise system stores as the
headquarters of the LAWSON STORE100 and SHOP99earteaxce store chains.

The 1,077 LAWSON STORE100 and SHOP99 stores omklgt®inety-nine Plus are
included in the table below.
Shinjuku-ku, Tokyo

3) CHONGRQING LAWSON CO., LTD.
Major Business:

CHONGQING LAWSON CO., LTD. Operasmpany-operated stores.

The 4 LAWSON stores operated by CHONGQING LAWSON.COD are included
in the table below above.

Head Office: Chongging, China

Note: CHONGQING LAWSON CO., LTD.pbecame LAWSON’s consolidated subsidiary

as a result of establishing this company as a wholly-owned suasicn April 29, 2010,
Stores:
Prefecture Number of | Prefecture Number of | Prefecture Number of | Prefecture Number of

Stores Stores Stores Stores

Hokkaido 532 Ibaraki 109 Kyoto 251 Ehime 155
Aomori 169 Tokyo 1,288 Shiga 127 Tokushima 103
Akita 153 Kanagawa 697 Nara 99 Kochi 57
Iwate 160 Shizuoka 180 Wakayamsa 110 Fukuoka 357
Miyagi 193 Yamanashi 73 Osaka 969 Saga 61
Yamagata 61 Nagano 132 Hyogo 554 Nagasak 87
Fukushima 99 Aichi 473 Okayama 122 Oita 139
Niigata 102 Gifu 122 Hiroshima 143 Kumamotd 92
Tochigi 107 Mie 94 Yamaguchi 112 Miyazaki 79
Gunma 68 Ishikawa 87 Tottori 89 Kagoshima 105
Saitama 389 Toyama 112 Shimane 90 Total 9,853
Chiba 355 Fukui 99 Kagawa 98 Chongging 4




Other Business

Company Name Head Office Major Business
LAWSON ENTERMEDIA, | Shinagawa-ku, | Entertainment/e-commerdeSells tickets for various events
INC. Tokyo business inside LAWSON stores, etc.
HMV Japan K.K. Minato-ku, Entertainment/e-commergeSells music/video software
Tokyo business

LAWSON ATM Networks,
Inc.

Shinagawa-ku,
Tokyo

Financial services—related
business

Installs jointly-operated ATMs
in LAWSON stores, etc.

BestPractice Inc.

Shinagawa-ku,
Tokyo

Consulting business

Conducts surveys of
convenience stores to give
advice and make specific
proposals for the improvemen
of LAWSON stores

t

Cross Ocean Media, Inc.

Shibuya-ku,
Tokyo

Advertising business

Develops and operates digit]
signage inside LAWSON

stores.

Note:

1. During fiscal 2009, LAWSON ENTERMEDIA, INC. wadescribed as a company mainly engaged in the tisliets
business. When LAWSON acquired HMV Japan K.K. asd@nsolidated subsidiary, however, LAWSON chartbechame of
business operations undertaken by LAWSON ENTERMEDMC. and HMV Japan K.K. from “ticket sales busss” to
“entertainment/e-commerce business” from fiscal®@lming to expand the Company’s entertainmeniniess.

2. HMV Japan K.K. became LAWSON'’s consolidated @liasy as a result of the acquisition of all of HM}apan K.K.'s common

shares issued and outstanding held by HMV Japaditiysl Co., Ltd. (5,001 shares) on December 1, 2010.

3. Cross Ocean Media, Inc., which was establiskealjaint venture between LAWSON, ASATSU- DK IN@daNTT DOCOMO, INC.

became LAWSON's consolidated subsidiary on MarchQIL0.

(2) Employees

1) Employees of the Corporate Group

Designation of Business Segment Number of Emplofe¥ Change)
Convenience store business 4,792  (-13)
Entertainment/e-commerce business 727  (445)
Financial services-related business$ 22 (1)
Consulting business 157 (30)
Advertising business 5 (5)
Total 5,703 (467)

2) Employees of the Company

Number of Employees

(YoY Change)

Average Age

Averdgars of Service

3,305

(-119)

38.3
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(3) Status of Major Business Combinations
1) Important Subsidiaries

Company Name Common Stogk Shareholding Major Business
(%)
Ninety-nine Plus Inc. ¥99 million 100.0| Convenience store business
CHONGQING LAWSON CO., CNY37,881 100.0| Convenience store business
LTD., Thousand
LAWSON ENTERMEDIA, ¥2,892 million 100.0 | Entertainment/e-commerce
INC. business
HMV Japan K.K. ¥2,953 million 100.0| Entertainment/e-commerce
business
LAWSON ATM Networks, Inc.| ¥3,000 million 44.0 | Financial services-related
business
BestPractice Inc. ¥10 million 100.0| Consulting business
Cross Ocean Media, Inc. ¥393 million 42.0 | Advertising business

Note:

1. Ninety-nine Plus Inc. became a LAWSON wholly-owrsedbsidiary as a result of a share exchange agreéeviterL AWSON
effective July 1, 2010in addition, Ninety-nine Plus Inc, reduced capitalAugust 31, 2010.

2. CHONGQING LAWSON CO., LTD.became LAWSON’s consolidated subsidiary as a result of establishing this company as a
wholly-owned subsidiargn April 29, 2010.

3. LAWSON ENTERMEDIA, INC. became a LAWSON wholly-owthsubsidiary as a result of a share exchange agrdemith
LAWSON effective July 1, 2010.

4. HMV Japan K.K. became LAWSON’s consolidated subsidiary as a result of the acquisition of all of HMV Japan K.K.’s
common shares issued and outstanding held by HMV Japan Holdings Co., Ltd. (5,001 shares) on December 1, 2010.

5. Cross Ocean Media, Inbecame LAWSON’s consolidated subsidiary as a result of LAWSON, ASATSU-DK INC. and
NTT DOCOMO, INC. establishing a joint venture on March 1, 2010.

2) Other Important Business Combinations
i) Important Affiliated Companies

Company Name Common Stock Shareholding Major Business
(%)
SHANGHAI HUALIAN CNY165,898 49.0 | Convenience store business
LAWSON CO., LTD. thousand
LAWSON Okinawa, Inc. ¥10 million 49.0 Convenience store business
Venture Republic Inc. ¥307 million 35MEntertainment/e-commerce
business

Note: Although LAWSON concluded a capital and ofieral alliance agreement with Venture Republic o January 28, 2011, the
Company determined that its acquisition date waadarch 31, 2011 because the balance sheet daterfture Republic Inc. is
different from the balance sheet date for the Camppor this reason, Venture Republic Inc. has leetuded from the scope of
application of the equity method for this period.

i) Important Business Alliances
Mitsubishi Corporation holds 32.5% of the totaliagtrights (32,399 thousand shares) of the Comjaxciuding
indirect holdings). Recognizing Mitsubishi Corpaoatas the most important strategic partner, then@mny has
entered into an extensive business tie-up agreewigniMitsubishi Corporation for the enhancemenegisting
businesses and the development of new businesses.



Il. CURRENT STATUS OF THE COMPANY
1. Shares at the End of the Year

(1) Total Number of Shares Authorized to Be Issued:409,300,000 shares

(2) Total Number of Shares Issued and Outstandirig0,300,000 shares (Including 433,040 sharesa$tiry stock)

Note: Ninety-nine Plus Inc. and LAWSON ENTERMEDIA, INCaVe been consolidated as wholly owned subsidiafieaWWSON
through share exchanges effective July 1, 201@ fesult, the total number of shares issued arstamding increased by 1,602,189
shares. Pursuant to Article 178 of the Compani¢stAe Company cancelled 902,189 shares of itsuirgestock as of August 11,
2010.

(3) Number of Uniftangen) Shares: 100 shares
(4) Number of Shareholders: 40,921
(5) Major Shareholders:
Investment in the Company

Shareholder's Name Num;a_l?r:OoJSs;nadrse)s held Shareholding (%)
Mitsubishi Corporation 32,089 32.1
Marubeni Foods Investment Co., Ltd. 4,786 4.8
Japan Trustee Services Bank, Ltd. (Trust account) 4,262 4.3
The Master Trust Bank of Japan, Ltd. (Trust accpunt 3,870 3.9
STATE STREET BANK AND TRUST COMPANY 505223 3,162 3.2
NTT DOCOMO, INC. 2,092 2.1
The Chase Manhattan Bank NA, London SL, OmnibusoAot 1,440 14
Deutsche Securities Inc. 1,330 1.3
Rabobank Nederland, Tokyo Branch 1,080 1.1
STATE STREET BANK AND TRUST COMPANY 505225 883 0.9

Notes:
1. The number of shares held in the above talilased on the register of shareholders.
2. The equity position in the above table is cated after deducting treasury stock.
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2. Status of stock acquisition rights
Stock Acquisition Rights Held by Corporate Officess of the Company as of February 28, 2010

FSock T on s |0 O)Sock 7@ Stock
quU|S|t|on Acquisition Rights quU|S|t|on quU|S|t|on
Rights Rights Rights
Number of option holders and the number of stocuasition rights (units)
Directors (Excluding 1 person 3 persons 3 persons 4 persons
outside directors) (112 units) (137 units) (180 units) (162 units)
Outside directors 3 persons 3 persons 3 persons 3 persons
(21 units) (18 units) (90 units) (18 units)
Class and number of | Common Common stock of | Common stock of| Common stock of
shares subject to stock| stock of LAWSON, INC. LAWSON, INC. | LAWSON, INC.
acquisition rights LAWSON, 15,500 27,000 18,000
INC.
13,300
Value of property
invested |n'e.x.er0|§|ng vi vi ¥4.053 i
stock acquisition rights
(per share)
Exercise period October 13, | October 27, 2006 | October 28, 2008 | September 6,
2005 through | through May 26, | through October | 2007 through
May 31, 2025 | 2026 26, 2011 August 20, 2027
Main exercise Note 1 Note 2 Note 3 Note 2
conditions

8" (a) Stock

Acquisition Rights

Rights

9" Stock Acquisition

10" Stock
Acquisition Rights

Number of option holders and the number of

stoguigition rights (units)

Directors (Excluding
outside directors)
Outside directors

4 persons (239 units

3 persons (25

units)

) 4 persons (194 units)

3 persohsi(®s)

4 persons (166 units)

3 persons (23 units)

Class and number of

Common stock of

Common stock of

Common stock of

shares subject to stock] LAWSON, INC. LAWSON, INC. LAWSON, INC.
acquisition rights 26,400 21,500 18,900

Value of property

invested in exercising Vi Vi V1

stock acquisition rights
(per share)

Exercise period

January 17, 2009
through December

February 18,
through February 1,

2010

February 26, 2011
through February 10,

15, 2028 2030 2031
Main exercise Note 2 Note 2 Note 2
conditions
Notes:

1. A stock acquisition rights holder may exercigedr her rights only for a period of five (5) yedrom the day after losing his or her

position as a director of the Company.

2. A stock acquisition rights holder may exercigedt her rights within the exercise period only &qperiod of five (5) years from the

day after losing his or her position as eitheraweand/or executive officer of the Company.

3. A stock acquisition rights holder may exercigedr her stock options when the closing pricedi@inary transactions of the
Company’s common stock on the Tokyo Stock Exchamghe day immediately preceding the exercise (@ageclosing price of the
nearest preceding trading day if such closing priae not established on the preceding day) exdeedsmount of the above “Value of
property invested in exercising stock acquisitigits (per share)” by 1.1 times or more (with afi@an below one (1) yen to be rounded

up).

The total number of shares subject to stock adiprisiights that remain unexercised as of Febr@&2011 is 279,100 shares,

accounting for 0.3% of the total number of shassséd and outstanding.

11




3. Directors and Corporate Auditors
(1) Positions, Names and Assignments

Name

Position Assignments and Important ConcuiPesitions
Note: Important concurrent positions of outsidediors given later in (4) Outside Directors and

Outside Corporate Auditors

Takeshi Niinami

Representative Director Presidewt @EO

Yoshiyuki Yahagi Director Senior Executive Vice Bident and CFO
Manabu Asano Director Executive Vice President @a®
Toru Moriyama Director Executive Vice Presidentp@p COO, Living Essentials Group,
Mitsubishi Corporation
Hiroshi Tasaka Director
Reiko Yonezawa Director
Takehiko Kakiuchi | Director
Munehiko Nakano Standing Corporate
Auditor
Atsuhiko Seki Standing Corporate
Auditor
Tetsuo Ozawa Corporate Auditor

Kazuyuki Masu

Corporate Auditor

Notes:

1. Directors Hiroshi Tasaka, Reiko Yonezawa andehéo Kakiuchi are outside directors as stipulatedrticle 2, Iltem 15, of the
Companies Act of Japan.

2. Standing Corporate Auditor Munehiko Nakano aondoGrate Auditors Tetsuo Ozawa and Kazuyuki Masucaitside corporate
auditors as stipulated in Article 2, Iltem 16, of thompanies Act.

3. Standing Corporate Auditor Munehiko Nakano fesiened responsible posts for many years in theuatiog and administration
departments of Mitsubishi Corporation and therefas considerable expertise in finance and acaoyinti
Standing Corporate Auditor Atsuhiko Seki has asslimeponsible posts for many years in the admatistr and other departments
of LAWSON and therefore has considerable expenig®rporate legal affairs.
Corporate Auditor Tetsuo Ozawa, lawyer, has pradtlaw and advised on legal matters and risk manegemainly in relation to

the legal affairs of companies and therefore hasiderable expertise in finance and accounting.

Corporate Auditor Kazuyuki Masu has assumed resplensosts for many years in the accounting andiaidiration departments of
Mitsubishi Corporation and therefore has considerakpertise in finance and accounting.
4. Changes in positions as approved with resolstipnthe 35th Ordinary General Meeting of Sharetrsitheld on May 25, 2010, are as

follows:
Appointment

Retirement from office

Standing Corporate Auditor
Corporate Auditor

Standing Corporate Auditor

Corporate Auditor

5. LAWSON appointed, at its Board of Directors niegtDirector Hiroshi Tasaka and Corporate Audifetsuo Ozawa as independent
directors as specified in the rules set by the dd&ipock Exchange, Inc. and the Osaka Stock Exch@ngd.-td., and filed
notifications to that effect with both stock exchas.

6. Executive officers who are not directors aréodews:
Senior Executive Vice President
Executive Vice President
Executive Vice President

Senior Vice President
Senior Vice President
Senior Vice President
Senior Vice President
Senior Vice President

Takatoshi Kawamura

Shuichi Imagawa
Masaharu Kamo
Norikazu Nishiguchi
Shigeaki Kawahara
Takaki Mizuno
Hajime Nakai

Jun Miyazaki
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Atsuhiko Sek
Kazuyuki Masu
erffi Yamakawa
Hiroshi Kuwata

Senior Vice President

Senioe\Rcesident

Senior Yiasident
Seniocé/President

Senior Piesident
Senior VicesRtent
Senior VicesRfent

Masahiro Oyama
Tatsushi Sato
Kei Murayama
Ichiro Kijima
Hisashi Yasuhira
Atsushi Maeda
Kazuo Togasa



(2) Amounts of Remuneration, etc., Paid to Directa and Corporate Auditors

Total Compensation Paid by Type Number of
Total (Miliions of Yen) Directors and
Category Comlpj)ertljsatlor Basic , Retirement Corporate
(MiIIionsa (I)f ven) | Compensatior Stock Options) g0 it A?l;)ﬂggrbsle
Directors
(Including outside directors) 214 163 50 o !
(Outside directors) (44) (38) (6) (—) )
Corporate Auditors
(Including outside corporate 69 54 — 14 6
auditors)
(Outside corporate auditors) 42) (36) (—) (6) 4)
Total 283 218 50 14 13
Notes:

1. As of February 28, 2010, the number of directomsffice was 7 and that of corporate auditors was

2. The above figures include remuneration paid tooéporate auditors who retired at the conclusibrthe 35th Ordinary General
Meeting of Shareholders held on May 25, 2010.

3. In addition to the above, total remuneratioreneed from LAWSON subsidiaries, etc. by outsidepooate officers was ¥1 million,
which was received by 1 person.

(3) Policy on Decisions Concerning the Amounts of Remenation, etc. Paid to Directors and Corporate Audiors
The amounts of remuneration paid to directors ofMJON are set in close correlation with financiatfpemance and in
such a way that value can be shared with the sblalerts.

Remuneration of directors, which is composed oftbesmpensation and stock options as compensasigraid within the
limit of the amount of annual remuneration resohatdhe General Meeting of Shareholders. The bamicpensation is
composed of fixed compensation commensurate wétptsition and variable compensation, which flutesian response
to corporate financial performance. The baselineipaecided in accordance with the directors’ reeration system.

The variable compensation is decided mainly baseguantitative elements such as corporate finapegbrmance.

Decisions concerning remuneration are made at daedof Directors meeting in accordance with tteonremendations of
the Compensation Committee, which consists of datdirectors and outside corporate auditors.

As for remuneration of corporate auditors, fixednp@nsation amounts are decided for each corporatiéoa based on
discussions by the corporate auditors, within ting@tlof the amount of annual remuneration resohetdhe General
Meeting of Shareholders. As for the corporate auslitretirement benefits, reasonable amounts afgetpaid based on
discussions by the corporate auditors and pursioaatresolution made at the General Meeting of &i@ders and the
standards stipulated by internal rules.
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(4) Outside Directors and Outside Corporate Auditos
1) Relationship Between Major Positions Concursehitld and the Company

[¢)

Position in the Name Position Details Relationship Between the
Company Concurrently Held Company and Company Whe
Position Concurrently Held
Director Hiroshi Tasaka Graduate School | Professor
of Tama
University
SophiaBank President
Limited
SBI Holdings, Inc.| Director
The Japan Fellow
Research Institute
Limited
Director Reiko Yonezawa | The R Co., Ltd. President The Company and The R Co.,
Ltd., in which Reiko Yonezawa
is President, have a business
relationship with regard to the
entrustment of reception
services.
Director Takehiko Mitsubishi Division COO, The Company and Mitsubishi
Kakiuchi Corporation Foods Corporation, of which Mr.

Kentucky Fried
Chicken Japan,
Ltd.

The Nisshin
Qillio Group, Ltd.

(Commodity) Div.
Outside director

Outside director

Kakiuchi is an employee and
which is a large shareholder o
the Company, have a busines
relationship under an extensiv
business alliance agreement.

DR Zam—

Corporate auditor

Munehiko Nakan

oNinety-nine Plus
Inc.

Outside corporate
auditor

The Company and Ninety-ning
Plus Inc. have a business
alliance mainly regarding joint
procurement and joint product
development.

Corporate auditor

Tetsuo Ozawa

Tokyo Fuji Law
Office
Monex Group,

Lawyer
(Partner)
Outside corporate

Inc. auditor
CEMEDINE CO., | Outside corporate
LTD. auditor
Corporate auditor | Kazuyuki Masu Mitsubishi General Manager,| The Company and Mitsubishi
Corporation Administration Corporation, of which Mr.

Dept. of Corporate
Section

Masu is an employee and
which is a large shareholder o
the Company, have a busines
relationship under an extensiv
business alliance agreement.

D o+

Note: Where nothing is written in the column Relathip Between the Company and Company Where Bosibncurrently Held, it
means that the Company has no important businesther relationship with that company.

14



2) Major Activities During the Year

Position in the Company

Name

Major Activities

Director

Director

Director

Corporate auditor

Corporate auditor

Corporate auditor

Hiroshi Tasaka

Reiko Yonezawa

Takehiko Kakiuchi

Munehiko Nakano

Tetsuo Ozawa

Kazuyuki Masu

Mr. Tasaka attended 113oB&ard meetings held
during the year and appropriately questioned and/or
remarked based on his abundant experience and
knowledge as a learned person and a management
executive.

Ms. Yonezawa attendedfil3doard meetings held
during the year and appropriately questioned and/or
remarked based on her abundant experience and
knowledge as a management executive.

Mr. Kakiuchi attende# &f 13 Board meetings held
during the year and appropriately questioned and/or
remarked based on his deep knowledge about the
consumer lifestyles industry and was also resptmsib
for smooth operations of the Board of Directorgsas
Chairman.

As a standinga@te auditor, Mr. Nakano examine
financial documents, and visited relevant
establishments and business partners to examine
business operations and financial positions thet¢ef
monitored and verified the execution of duties of
directors and other personnel including those irgjab
the improvement of internal control systems, and wa
also responsible for smooth operations of the Board
Corporate Auditors as its Chairman.

Mr. Nakano attended 13 of 13 Board of Directors’
meetings and 15 of 15 Board of Corporate Auditors’
meetings held during the year and appropriately
questioned and/or remarkbdsed on his abundant
occupational experience in accounting and
investment management

Mr. Ozawa atten@eof 13 Board of Directors’
meetings and 14 of 15 Board of Corporate Auditors’
meetings held during the year and appropriately
questioned and/or remarked based on his abundant
experience and knowledge as a lawyer.

Mr. Masu attend@afl10 Board of Directors’
meetings and 11 of 11 Board of Corporate Auditors’
meetings held during his term in office in the yaad
appropriately questioned and/or remarked basedson
abundant experience in financial accounting ard ris
management.

LAWSON appointed, at its Board of Directors meetiDgector Hiroshi Tasaka and Corporate Auditorstiet Ozawa as independent
directors as specified in the rules set by the ©d&iock Exchange, Inc. and the Osaka Stock Exch@nge.td., and filed notifications
to that effect with both stock exchanges.

(5) Outline of Liability Limitation Agreements With Outside Directors and Outside Corporate Auditors
The Company has entered into agreements with ttedeudirectors and outside corporate auditorsnd their liability
with regard to the damages outlined under Arti@8,4aragraph 1, of the Corporate Law, whereby taiility shall be,

at a maximum, the total sum of the amounts seh fortthe respective relevant items of Article 4P&ragraph 1, of the

Corporate Law.



4. Independent Auditor
(1) Independent Auditor
Deloitte Touchélohmatsu LLC

(2) Amounts of Remunerations, etc., to Be Paid to the Independe#tuditor

1) Remuneration to be paid by the Company to the leddgnt Auditor ¥78 million

2) Sum of money and other property benefits to be bgithe Company and its ¥128 million
subsidiaries to the Independent Auditor

Note:

1.The audit agreement entered into by the Indepenfleditor and the Company does not clearly distisly the amount for the audit
under the Corporate Law and that for the audit unde Financial Instruments and Exchange Act, drelttvo amounts cannot be
substantially distinguished from each other. Theefthe amount in 1) above indicates the totaltliertwo auditsin addition to the
above, LAWSON and its subsidiaries paid ¥28 millésnadditional remuneration for the previous term.

2. One of the important subsidiaries of LAWSON ®eas is subject to audit by an independent auditoer than LAWSON's
independent auditor.

(3) Non-Audit Services
The Companyentrusts the following services, which do not cameer the services skirth in Article 2, Paragraph 1,
of the Certified Public Accountant Law (non-auditsces), to the Independent Auditor:
Advice on and guidance on the preparation of docusnganslated into English for earnings reports ather various
financial documents; and

(4) Policy on Decisions Concerning Dismissal or NeReappointment of the Independent Auditor
If the Independent Auditor violates or infringeg tGorporate Law, the Certified Public AccountantvLar other laws
or regulations, or the Company considers it necgsgn do so, the Board of Directors shall, aftetaiting the
agreement of the Board GorporateAuditors, submit a proposal for dismissal or neagpointment of the Independent
Auditor to a general meeting of shareholders. lditeath, the Board of Corporate Auditors can disnifss Independent
Auditor with a unanimous resolution if it determsndat any act or circumstance of the Independenitér falls under
any items of Article 340, Paragraph 1, of the Coap® Law.
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1)

2

®)

SYSTEMS TO ENSURE COMPLIANCE OF THE DIRECTORS’ EXECUTION OF DUTIES WITH LAWS
AND REGULATIONS AND THE ARTICLES OF INCORPORATION, AS WELL AS OTHER SYSTEMS TO
ENSURE THE PROPRIETY OF BUSINESS OPERATIONS

At the Board of Directors’ meeting held on Febru2dy, 2011, based on improvements and the operafighe
preceding “2010 Basic Policy for Improvement ofeimal Control Systems,” which was approved at tbharg of
Directors’ meeting held on February 22, 2010, tleenfany passed a resolution called the “2011 BaglicyPfor
Improvement of Internal Control Systems,” as inticabelow.

Systems to Ensure Compliance of the Executionf ®uties by Directors and Employees with Laws and

Regulations and the Articles of Incorporation

1) The Board of Directors shall determine the invgraent policies and plans for internal control egss, including
those for compliance with laws, regulations and like (hereinafter, the “Compliance”), and receis&tus
reports thereof periodically.

2) The Board of Directors shall maintain and imgrdke supervising function regarding the executibduties by
the Directors by electing outside Directors on againg basis.

3) The Corporate Auditors shall independently atitit execution of duties by the Directors, inclggdthe status
concerning the improvement of the internal conggatems.

4) The Internal Audit Department, which is indepenidfrom the business-executing bodies, shall abditstatus
concerning the improvement of the internal congg@tems, and recommend improvements thereof, ageeq

5) The Board of Directors shall maintain and raiseawareness of officers and employees regardingplance by

thoroughly disseminating the LAWSON Group Code oh@uct and the LAWSON Ethical Mission Statement by

such measures as, including, but not limited t@oaging a Chief Compliance Officer (CCO), estahiigy a
department to oversee compliance, assigning peesémicharge of compliance at each departmentastiiaing

the rules in relation to compliance, and providipgriodic training on ethics and awareness survays o0

compliance.

6) The Legal Affairs Department shall be reinfor¢edortify foundations for complying with legalgairements by
identifying the laws and regulations applicablethe Company’s businesses and communicating thesgbnt
thereof to the relevant departments and sections.

7) The Company shall establish and upgrade norrepbrting routes for reporting any violations of &w
regulations or internal rules, and upgrade repgréind consulting systems (internal and outsideambrgoints
and a group-wide consulting contact point) thalyfprotect those who report more positiy establishing a

consulting contact point for employees and businassnterparties for LAWSON'’s franchised stores, the

Company shall strive for early detection of viabas or possible violations of laws, regulations, ecross the
entire LAWSON chain.

8) The Company shall never become involved wittisanial forces or bodies that threaten the oraer security of
society, and shall take a firm stance on, and dithl improper demands by consulting with lawyeh® police
and the like.

Systems to Preserve and Manage Information Pexining to the Execution of Duties by Directors

1) The Company shall record, preserve and mandgenation relating to decision-making at importaméetings
such as those of the Board of Directors and theagement Council, and authorizing documents, inalydhose
approved by the President, as well as financiakjadl and risk- and compliance-related informatfmciuding
information contained in electromagnetic media).rétwer, the Company shall put in place a systeowitllg
relevant parties to inspect the above information.

2) The Company shall manage and monitor its inféionasystems in a secure manner, in addition tantamiing
the systems, by sufficiently taking into accounttimgencies.

3) The Company shall establish and maintain rulegamding the management of documents (including

electromagnetic recording media), keep everyoneriméd about the responsibility and authority focwoent

management, document storage periods and managemethbds, and periodically monitor the status of

document storage and management.

4) The Company shall establish and maintain rukgganding the protection of personal information ahd
management of trade secrets, and appropriatelpafetly store and manage personal information amebtitant
trade secrets.

5) The Company shall establish and maintain rudgsnding the disclosure of important Company infation, and
upgrade the system for disclosing information thmist be disclosed according to the requirementRws,
regulations and stock exchanges, in an approptiately and fair manner.

Rules and Other Systems Regarding Risk Managemie
1) The Company shall establish a department toseeerisk management, improve rules related tomiskagement,

and improve group-wide risk-prevention systems murnormal operations. Moreover, the Company shall
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4)

®)

(6)

@)

2)

3)

respond according to the characteristics of risksdentifying risks that might have adverse effeots the
Company’'s management in connection with its busimpesposes in each department, analyzing the pildipab
of such risk factors materializing and their impawtd evaluating whether intensive countermeasshiesld be
taken.

To ensure the effectiveness of risk managem#m, Company shall establish a specialist committee
(“Compliance & Risk Management Committee”), andrijathe authority and responsibility of the comta
and its chairperson. Furthermore, the Company gmaleavor to increase awareness about risk managémye
assigning risk management staff to departments amsthciated companies and conducting risk management
training.

The Company shall develop contingency systents fanmulate policy for contingency-response bodies
advance to prepare for the occurrence or possiffaroence of unanticipated situations or eventschvimight
have adverse effects on management of the Compargytder to provide a quick response to any actual
occurrence thereof and to take effective measurgedvent a reoccurrence. In particular, the Comrall
formulate a Business Continuity Plan (BCP) and aiess Continuity Management (BCM) system to mimémi
the business interruption in the event of the aenge of situations or events inflicting substdrdemage on the
Company such as a large-scale natural disaster epidemic of a new-type influenza.

Systems to Ensure the Efficient Execution of Digs by Directors

1)

2)

3)

The Company shall clarify the functional authpind responsibility of corporate officers and émgpes for
decision- making and execution of business affdite Company shall also improve rules for the divisof
duties to ensure and encourage more appropriaieiadivof duties and collaboration among organizetlo
bodies.

The Company shall work to raise operationalcgdficy by simplifying business processes, streangirthe
organization and making appropriate use of IT.

In order to promote the proper communicationirdbrmation and communications between officers and
employees, the Company shall improve systems darthaagement guidelines and policies are disseaurtat
employees by corporate officers, and importandfielformation is properly communicated by employées
corporate officers in a timely manner.

Systems to Ensure the Propriety of Business Oyagions Conducted by the Corporate Group Consistingof the
Company and Its Subsidiaries

1)

2)

3)

4)

The Company shall endeavor to maintain and eséhéime LAWSON brand through close collaborationhwit
subsidiaries and affiliated companies (hereinaftgssociated Companies”). However, with regardsffiiated
companies, the Company will work to appropriatelgtablish and maintain systems through phased
implementation, taking into account such factorsedations with other leading shareholders, diffiees in laws,
regulations and business customs and the likerefgio countries.

While respecting the independence of Associ&ethpanies, in view of the purpose of the Comparysity
participation in Associated Companies, the Comparall establish Group regulations such as basicipsifor

the management of Associated Companies and manageoiiies thereof, and keep the Associated Coiegan
fully informed of the LAWSON Group Code of Conduct.

The Company shall appoint designated perabnsjor Associated Companies to be responsiblpriimoting
compliance and risk management with a view to énguhe appropriateness of business operationssathe
entire LAWSON Group.

The Internal Audit Department shall cooperatauwiting the status of establishment of intermadtiml systems
at Associated Companies, and promote improvemesiscbon the results of audits.

Necessary Systems to Ensure Proper FinanciakRorting by the Company and its Group of Companies

1)

2)

The Company shall enhance systems for prepdimagcial statements according to laws and remratand
accounting standards and disclosing the same #ftar have been discussed, examined and confirmed in
accordance with regulations governing informatigstidsure, in order to report financial informationa proper

and timely manner.

The Company shall establish a dedicated int@mganization in order to properly implement théernal control
reporting system required by the Financial Instrateeand Exchange Act, as an internal control foaricial
reporting. Furthermore, the Company shall establistsystem for self- and third-party evaluation and
improvement through the identification and recogdaf business processes at important business basethe
status of Company-wide internal controls. The rtssof these evaluations of, and improvements atCthmpany
and important subsidiaries shall be regularly regmbto the Board of Directors.

Matters Concerning Employees Where a Corporat@uditor Requests Employees to Assist With Duties

1)

2)

The Company shall assign appropriate persorméhe Auditors’ Office as employees exclusively assist
Corporate Auditors in the execution of their dufiesreinafter, “Corporate Auditors’ Staff”).
Corporate Auditors’ Staff may serve concurreasyCorporate Auditors of Associated Companies.
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3) Corporate Auditors’ Staff shall have the auttytd conduct investigations necessary for audytCorporate
Auditors following the instructions of Corporate ditors.

4) The Legal Affairs, Risk Management and Finaned Accounting departments of the Company shallsagsi
conducting necessary surveys for audits when régdidsy any Corporate Auditor.

(8) Independence of Employees From Directors in thereceding Item
Performance reviews of Corporate Auditors’ Stdfalk be conducted by the Standing Corporate Auslitor
ensure that Corporate Auditors’ Staff carry outirtltities appropriately. Personnel changes recphieeprior
consent of the Standing Corporate Auditors.

(9) Systems for Directors and Employees to ReporbtCorporate Auditors and Other Reporting Systems tdhe

Corporate Auditors

1) Directors and employees of the Company shallotepmportant corporate management and business
administration matters, as well as the status andlts of the execution of their duties, to Corpwrauditors so
that the Corporate Auditors can carry out theifetueffectively. Such important matters include ptiance- and
risk-related issues and other matters relatingternal control.

2) |If directors become aware of any fact or evlat will likely cause the Company to suffer sigeéfint damage or
loss, they shall immediately inform the Board ofrf@arate Auditors.

3) Reports to Corporate Auditors shall basicallyneede in good faith without fail, and shall be mademptly, if
required, in addition to periodic reports.

(10) Other Systems to Ensure Effective Audits by Gporate Auditors

1) The Representative Directors and Corporate Awmlitshall have regular meetings to enhance smooth
communications with each other.

2) Directors shall cooperate with the Corporate ifard with regards to communications, the collectiand
exchange of information and so on between the QatpdAuditors and the corporate directors and itkes of
Associated Companies so that the Corporate Auditamsperform their duties appropriately.

3) Directors shall also cooperate in conductingveys of significant business partners, which thepGate
Auditors deem necessary.

4) Directors shall enable the Corporate Auditorgatiaborate with outside expertich as lawyers and certified
public accountants, if any Corporate Auditor de@mgcessary in executing his/her duties.

The above amounts and the number of shares iBtlimess Report are rounded down to the nearesanaithe ratios are
rounded to the nearest whole number.
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Consolidated Balance Sheet (As of February 28, 011

(Millions of yen

Assets Liabilities
Account item Amount Account item Amount
Current assets 145,009 Current liabilities 192,595
Cash and bank deposits 74,816 Accounts payablede-tra 81,398
Accounts receivable-¢ue from 16,159 Accounts payable— due to 1,179
franchised stores franchised stores
Marketable securities 2,999 Lease obligations 7,953
Merchandise inventories 7,011 Accounts payable—othe 18,239
Prepaid expenses 7,424 Income taxes payable 10,67
Accounts receivable—other 29,285 Deposits received 62,340
Deferred tax assets 4,943 Accrued employees’ banuse 3,768
Other 2,466 Provision for use of points granted 1,287
Allowance for doubtful accounts (97) Other 5,753
Long-term liabilities 74,974
Fixed assets 331,026 Long-term debt 500
Property and store equipment 158,833 Long-tersel@dligations 28,253
Buildings and structures 96,401 Allowance for ergpks’ 7,529
retirement benefits
Furniture, fixtures and equipment 13,241 Allowafareretirement benefits 234
to executive officers and corporate
auditors
Land 6,609 Deposits received from 37,139
franchisees and lessees
Lease assets 41,934 Allowance for impairment loss o 667
leased property
Construction in progress 646 Other 650
Intangible assets 36,096 Total liabilities 267,570
Software 23,182 Net assets 208,466
Software development in 4,719 Owners’ equity 204,117
progress
Goodwill 7,717 Common stock 58,506
Other 477 Capital surplus 47,696
Investments and other 136,096 Retained earnings 6089,
Investments in securities 3,116 Treasury stock 9Q3),6
Long-term loans receivable 31,825 Valuation aadgfation adjustments (638)
Long-term prepaid expenses 5,736 Net unrealizesldos 4)
available-for-sale securities
Lease deposits 81,654 Land revaluation difference 634)
Deferred tax assets 13,253 Foreign currency traosla 1
adjustments
Claims provable in bankruptcy, 15,372 Stock acquisition rights 405
claims provable in rehabilitation
and other
Other 1,184 Minority interests 4,581
Allowance for doubtful accounts (16,047) Total assets 208,466
Total Assets 476,036 Total Liabilities, and TotatMssets 476,036
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Consolidated Statement of Income
(From March 1, 2010 to February 28, 2011)

(Millions of yen

Account item Amount
Operating revenues
Franchise commissions from franchised stores 197,67
Other 51,274 248,947
Net sales
Net sales (192,329) 192,329
Total operating revenues 441,277
Cost of goods sold (143,101) 143,101
Gross profit on sales (49,228)
Operating gross profit 298,176
Selling, general and administrative expenses 242,635
Operating income 55,540
Non-operating income
Interest received 661
Compensation received for removal 207
Equity in earnings of affiliates 311
Other 537 1,718
Non-operating expenses
Interest expense 983
Loss on cancellation of store lease contract 1,224
Other 457 2,665
Ordinary profit 54,594
Extraordinary gains
Gain on sale of investment in securities 1 1
Extraordinary losses
Loss on sale of fixed assets 1,303
Loss on disposal of fixed assets 3,017
Loss on impairment of long-lived assets 4,989
Other 873 10,184
Income before income taxes and minority interests 44,411
Income taxes-current 16,551
Income taxes — deferred 1,668 18,220
Minority interests in net income 803
Net income 25,386
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Consolidated Statement of Changes in Net Assets
(From March 1, 2010 to February 28, 2011)

(Millions of yen)

Owners’ equity Valuation and translation adjustreent
Net unrealize Foreign Total Stock o
Common| Cavital | Retained | Treasur Total loss on Land currency | valuation | acquisition | Minority | Total net
stock surp lus | eaminas | stock Y| owners' | available- | revaluation | translation and rights | 'Nterests | assets
P 9 equity for-sale difference | adjustments| translation
securities adjustments

Balance at the end of 58,506 41,520| 94,171| (1,713)| 192,485 14 (634) 65 (554) 346| 5,858| 198,135
previous period
Changes of items during the
period

Increase by share exchanges 6,176 6,176 6,176

Dividends from surplus (16,422) (16,422) (16,422)

Net income 25,386 25,386 25,386

Purchase of treasury stock|—

at cost (3,510)| (3,510) (3,510)

Disposal of treasury stock ©) 1 1 1

Retirement of treasury . o

stock (3,528) 3,528

Net changes of items other

than owners' equity — net (29) (64) (83) 59| (1,276)| (1,301)
m"’ge":jgges ofitemsduring | g176| 5436 19| 11,632 (19) — (64) (83) 50| (1,276)| 10,331
Balance atthe end of the | g £56| 47 596| 99,608 (1,693)| 204,117 4) (634) 1 (638) 405| 4,581| 208,466
current period
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(Notes to the Consolidated Financial Statements)

1. Scope of consolidation
(1) Consolidated subsidiaries: 7
(Domestic) LAWSON ENTERMEDIA, INC.
LAWSON ATM Networks, Inc.
BestPractice Inc.
Ninety-nine Plus Inc.
Cross Ocean Media, Inc.
HMV Japan K.K.
(Foreign) CHONGQING LAWSON, Inc
On March 1, 2010, Cross Ocean Media, Inc. which @siablished as a joint venture between LAWSON,
ASATSU-DK INC. and NTT DOCOMO, INC. became LAWSON:sensolidated subsidiary.
HMV Japan K.K. became LAWSON's consolidated sulasidias a result of the acquisition of all of HMV
Japan K.K.’s common shares issued and outstaneidgoly HMV Japan Holdings Co., Ltd. (5,001 shares)
through a transfer of shares on December 1, 2010.
CHONGQING LAWSON Co., Ltd. was established on A@8l, 2010 as a 100% subsidiary of LAWSON.

(2) Names of major non-consolidated subsidiariest@
LAWSON Toyama, Inc.,
LAWSON Toyama, Inc., categorized as a non-conswilaubsidiary, has been excluded from the
application of the equity method because it hasgdigible impact on total assets, net sales, retme,
retained earnings, etc., and does not interfere ieiisonable judgment of the corporate group’ iz
condition and business results.

2. Application of the equity method
(1)Unconsolidated subsidiaries and affiliated compdes to which the equity method is applied: 2
(Domestic) LAWSON Okinawa, Inc.
(Foreign) SHANGHAI HUALIAN LAWSON CO., LTD.

(2) Affiliated companies to which the equity methods not applied
The Company does not apply the equity method todffittated companies (KOBE HOT DELI Co., LTD.
and LAWSON Farm Chiba, Inc.) and LAWSON Toyama, Jeategorized as a non-consolidated
subsidiary, because the financial figures sucheagnoome, retained earnings, and others are rilelglig
insignificant in comparison with the Company’s coligated financial statements.
Among affiliates not accounted for by the equitytinoel, Venture Republic Inc. has been excluded from
the application of the equity method because tleendel acquisition date is not arrived.

(3) Special notes concerning procedures for applitian of the equity method:
Among companies accounted by the equity method;ltdtsing date is December 31 for SHANGHAI
HUALIAN LAWSON CO., LTD. . When preparing the constated financial statements, the Company
used this company'’s financial information prepaseded on the financial data at the end of the recsint
fiscal quarter and, as required, made certain adprts for significant transactions that subsedyent
occurred in the intervening period until the endhaf consolidation fiscal year.

3. Fiscal year-end of the consolidated subsidiaries
The balance sheet date of HMV Japan K.K. is A@ibBd the balance sheet date of CHONGQING
LAWSON Co., Ltd. is December 31. In order to prepkar the consolidated financial statements, teiuyor
financial statements based on the latest quarfiedycial statements are used and significant &etitns
which occur between the latest quarterly balaneetstiate and the consolidated balance sheet date ar
adjusted as required for consolidation. The figealr-end date for the other consolidated subsétiari
correspond with the consolidated balance sheet date
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4. Summary of Significant Accounting Policies
(1) Valuation basis and method for important assets
Marketable securities and investments in securities
Held-to-maturity debt securities: Carried at anmadi cost (Straight — line method).
Available-for-sale securities:

Securities whose market value is readily determiémd®ecorded at market value with net unrealized
gains and losses as a separate component of pés.alRse cost of securities sold is
determined based on the moving-average method.

Other: Stated at cost determined by the movingespemethod.

Inventories:
Inventories at cost being determined by the ratailhod (the book value on the balance sheet isenrit
down based on a decline in profitability) in aca@mde with this standard.
Merchandise of some consolidated subsidiariestedtat cost determined by the specific identifcat
method (the book value on the balance sheet isawritown based on a decline in profitability).

(2) Depreciation
Property and store equipment (except for lease ads§
Depreciation is mainly computed using the declidiadance method at rates based on estimated
useful lives of the assets. The ranges of usef@sliare from 10 to 34 years for buildings and
structures and from 5 to 8 years for furnituretuirs and equipment.

Intangible assets (except for lease assets):
Amortization of intangible assets is computed kg dtraight-line method.

Costs of software for internal use are amortizedhigystraight-line method over 5 years, which & th
internal useful life.

Lease assets:
In terms of the depreciation method for leasedtass#ated to finance leases that do not transfer

ownership of leased property, the Company apphiestraight-line method using the lease term as the
useful life and a residual value of zero.

Long-term prepaid expenses:
Amortization of long-term prepaid expenses is cotagloy the straight-line method.

(3) Accounting policies for important reserves
Allowance for Doubtful Accounts:
Allowance for doubtful accounts is provided at anoant of possible losses from uncollectible
receivables based on the actual rate of lossestamhdebt for ordinary receivables, and on estithate
recoverability for specific doubtful receivables.

Accrued Employees’ Bonuses:

Accrued employees’ bonuses are provided for paysngfremployees’ bonuses based on the estimated
amounts.

Provision for use of points granted:
The Company provides, mainly to MY LAWSON POINT tets and LAWSON PASS holders when
purchasing goods, an entitlement to certain paoingd the holder can redeem for a discount on
subsequent purchases from LAWSON stores.

Allowance for Employees’ Retirement Benefits:
Allowance for employees’ retirement benefits areviied at the amount calculated based on the
projected benefit obligations and plan assetseab#tfance sheet date. Actuarial differences aralynai
amortized from the following fiscal year on a gif#iline basis over a certain period (10 yearshiwit
an average remaining service period of employe#seaime of their occurrence. Prior service cest i
mainly amortized, starting with the fiscal yearuned, on a straight-line basis over a certaingaeri
(10 years) within an average remaining serviceopeof employees.

24



Allowance for Retirement Benefits to Executive Offiers and Corporate Auditors:
Allowance for retirement benefits to corporate émrdi and executive officers of the Company, and to
directors and corporate auditors of a certain cideted subsidiary, are calculated to state tHsliig
at 100% of the amount that would be required italjporate auditors, executive officers and dinexto
terminated their services with the Company at #iarice sheet date.

(4) Foreign Currency Translation and Foreign Currercy Financial Statements
All short-term and long-term monetary receivablad payables denominated in foreign currencies are
translated into Japanese yen at the exchangeataties balance sheet date. The foreign exchange gai
and losses from translation are recognized in tresalidated statement of income. The balance sheet
accounts as well as revenue and expense accoufiseajn affiliated companies are translated into
Japanese yen at the current exchange rate as bhlivece sheet date except for shareholders’ equity
which is translated at the historical rate. Diffeses arising from such translation are shown aitjo
currency translation adjustments” in a separatepaorant of net assets.

(5) Leases
Finance leases without ownership transfer of thedd property to the lessee whose lease incepdsn w

before February 28, 2009 are accounted for as tipgilaase transactions.

(6) Accounting for Consumption Tax
Consumption tax is excluded from income and expense

(7) Change of Significant Accounting Policies

1) Adoption of Accounting Standard for Business @orations
Effective from the year ended February 28, 2014 Gbmpany adopted the “Accounting Standard for
Business Combinations” (ASBJ Statement No. 21 bsueDecember 26, 2008), the “Accounting
Standard for Consolidated Financial Statements'BAStatement No. 22 issued on December 26, 2008),
and the “Guidance on Accounting Standard for Bussn@ombinations and Accounting Standard for
Business Divestitures, etc.” (ASBJ Guidance Nois$0ed on December 26, 2008).

2) Adoption of Partial Amendments to Accountingrigtard for Retirement Benefits (Part 3)
Effective from the year ended February 28, 2014 Gbmpany adopted the “Partial Amendments to
Accounting Standard for Retirement Benefits” (ASBatement No. 19 issued on July 31, 2008). This
change had no effect on operating income, ordimemyme and income before income taxes and minority

interests.

5. Valuation of assets and liabilities of consolidatedubsidiaries
The assets and liabilities of consolidated subg@iaincluding the portion attributable to mingriihterests, are
carried in the consolidated balance sheet at fheivalues at the respective dates when the sialsd were

initially consolidated.
6. Amortization of Goodwill

Goodwill is amortized on a straight-line basis onevant years, depending on the reason for tberance of
goodwill with maximum of 20 years.
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(Notes to the Consolidated Balance Sheet)
1. Accumulated depreciation of property and store guipment: ¥ 153,499 million

2. Revaluation of land used for business

Land used for business was revalued on the basssnined by the Law Concerning Revaluation of Léraiv

No. 34, March 31, 1998). The resulting revaluatidference has been included in net assets as land

revaluation difference.

Revaluation method: The value of land is determim&gkd on the road-based prices adjusted reasambly
stipulated in Article 2, Item 4 of the Ordinanceplementing the Law Concerning
Revaluation of Land (Government Ordinance No. M&ch 31, 1998) and the assessed
value as stipulated in Article 2, Item 5 of the sa@rdinance.

Date of revaluation:  February 28, 2002

The difference between book value and market vafuie revalued land as of the balance sheet date w

¥ 269 million.

(Notes to the Consolidated Statement of Income)

Long-lived assets

The Group recognized an impairment loss mainlyefirh store with the smallest cash generating unit.

The Group recognized an impairment loss on thewviollg assets that declined in value due mainlyottinuous
operating losses. The carrying amount of thosetassere written down to the recoverable amount wede
recorded in special losses.

Category by use Location Assets Millions of yen
Tokyo Buildings and structuresFurniture, fixtures and 1,223
equipment and others
Stores Osaka r 192
Others N 2,128
— Software 1,438
Other — Other 6
Total — — 4,989
Category by fixed assets (Millions of yen)
Buildings and structures 2,043
Furniture, fixtures and equipment 380
Leased property 1,094
Software 1,438
Other 31

Recoverable value of the impaired assets is catdilbased on the net selling price or value in Tike. net
selling price of land was calculated based on {mgraised value by the real estate appraiser orcteghe
contract price, and the value in use was calculbyediscounting estimated future cash flows to Wwhizainly
the 3.3% discount rate was applied.
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(Notes to the Consolidated Statement of Changes et assets)
1. Number of shares of outstanding stock and treasy stock.

Number of shargs ?tlncrease during the Decrease during th
the end of previous , i
period period

(thougglqushares (thousand shares) (thousand shares

Number of shares
the end of the periqd
(thousand shares

Outstanding stock

Common stock (*1) 99,600 1,602 902 100,300
Treasury stock
Common stock (*2) 432 903 902 433

(*1) The 1,602,000 increase in shares outstandiaglted from the 1,314,000 increase in sharesandstg due to the
share exchange between the Company and NinetyRtirselnc., effective as of July 1, 2010, and thé,280
increase in shares outstanding due to the shatmege between the Company and LAWSON ENTERMEDIA,
INC., effective as of July 1, 2010. The 902,000rdase in shares outstanding resulted from the=neéint of
treasury stock.

(*2) The 903,000 share increase in treasury stesklted from the 902,000 share increase due tdsation of treasury
stock in accordance with a Board of Directors' hgtson and the 1,000 share increase due to purabfasteck less
than one share unit.

The 902,000 share decrease in treasury stock eddutim the 902,000 share decrease due to retitavhé&neasury

stock.
2. Dividend
(1) Dividend payment
Amount of
dividend Dividend .
Date pf Class of payment per share Date gtt_rlbutable to Effective date
resolution shares 2 dividend
(Millions of (yen)
yen)
The General
meeting of Common 7933 80 As of February, 28, As of May, 26,
shareholders stock ' 2010 2010
(May 25, 2010)
Directors’
meeting Common 8488 85 As of August 31, | As of November,
(October 12, stock ' 2010 10, 2010
2010)

(2) Dividends for which the

effective date is aftethe year - end balance sheet date, while dividends
attributed in this period.

Amount of
Date of Class of Reserve | dividend Dividend pe| Date attributable to .
) of payment - Effective date
resolution shares . A share (yen dividend
Dividend | (Millions
of yen)
The General
meeting of Common| Retained As of February, 28 As of May, 25,
shareholders i 8,488 85
stock Earnings 2011 2011
(May 24,
2011)

3. Kind and number of stock which can be exercisebly outstanding stock acquisition rights (excludinghose
before exercisable period).

Common stock
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(Notes regarding financial instruments)

1. Matters relating to the status of financial instuments
(1) Policy for financial instruments
The LAWSON Group primarily uses short-term depogts. to manage its funds and raises funds assage
through borrowings from financial institutions adedsing according to the financial plan. The Conypdwes not
engage in derivative transactions.

(2) Nature, extent of risk and risk management sysim for financial instruments

Trade receivables such as other accounts receiaablexposed to credit risk from business countéesa
Long-term loans receivable (primarily referringcanstruction cooperation funds which are loanethécowners
when a store opens and loans to franchised staneklease deposits are exposed to credit risk fhrenowners,
etc. The department responsible manages liabiliggarding these risks on a daily basis with tme af early
detection and reduction of concerns associated tiitttollectability of debt due to deterioratiortle financial
conditions of the owners.

Marketable securities are government bonds whiehfiaancial instruments with low risk and high lidity.
Investment securities are primarily shares of cangsawith business relationships and listed shafreghich are
exposed to the risk of market price fluctuationgthwegard to this risk, the Company monitors timaricial
conditions of bond issuers and business countéeparh a regular basis.

Among trade payables, most of the accounts payeddie-and deposits held as a result of bill settgnservices
have payment due dates within one month, while mepbsits held as a result of ticket sales tramsachave
payment due dates within six months.

The primary purpose of long-term debt and leaseyatibns related to finance lease transactiongdsiring the
operating capital and funds required for capitaesiments, and their maximum redemption datesvaveyéars
and seven years after the balance sheet datectieshe

Deposits received from franchisees and lessegwianarily operational deposits received from frasel stores
based on franchise contracts are returned to fisedhstores after the expiry of the franchise @mttterm
(contract term is 10 years in principle.).

With regard to the liquidity risk associated witinfl raising (risk for which payment cannot be exedwon the
payment due date), the Company prepares and upiitzesial plans on a timely basis and managesditu
risk by measures including maintaining liquidity loand.

(3) Fair values of financial instruments

Fair values of financial instruments are based len duoted price in active markets. If quoted piigaot
available, other rational valuation techniques ased instead. The result of estimation might diffeother
valuation techniques were used.

2. Matters relating to the fair values of financialinstruments
The carrying amount, fair values and the unrealga&id/loss as of February 28, 2011, are as follgrisancial
instruments whose fair value cannot be reliablyarined are not included as described in “(Not&iancial
instruments whose fair value cannot be reliablgideined.”)
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(Millions of yen)

(*1) Allowance for doubtful accounts posted agaitster accounts receivabl@ther, long-term loans receivable,

lease and claims provable in bankruptcy, claimsaite in rehabilitation and other, have been destlict
(*2) Lease obligations are indicated including liidles maturing within one year.

(Note 1) Method of calculating the fair values iofahcial instruments
(1) Cash and bank deposits (2) Accounts receivabieer

The carrying fair values of cash and bank depasitsaccounts receivabletherapproximate fair value because

of their short maturities.

(3) Marketable securities and investment securities

Carrying amount Fair value Unrealized gain/logs

(1) Cash and bank deposits 74,816 74,816 —
(2) Accounts receivable—other 29,285
Allowance for doubtful 47)
accounts (*1) 29,238 29,238 —
(3) Marketable securities and
investment securities

(i) Held-to-maturity debt 2,999 2,999 (0)
securities

(ii) Available-for-sale 144 144 -
securities

(i) Investment in subsidiaries 599 449 (149)
and affiliated companies
(4) Long-term loans receivable 31,825
Allowance for doubtful (119)
accounts (*1) 31,706 31,783 77
(5) Lease deposits 81,654
Allowance for doubtful (523) —
accounts (*1) 81,130 71,795 (9,334)
(6) Claims provable in 15,372
bankruptcy, claims provable in
rehabilitation and other
Allowance for doubtful (15,353)
accounts (*1) 18 18 —
Total assets 220,653 211,246 (9,407)
(1) Accounts payable—trade 81,398 81,398 —
(2) Deposits received 62,340 62,340 —
(3) Long-term debt 50 500 0
(4) Lease obligations (*2) 36,207 36,831 173
(5) Deposits received from 37,139 32,761 (4,378)
franchisees and lessees

Total liabilities 217,585 213,381 (4,204)

The fair values of investment securities are messat the quoted market price of the stock exchémgée
equity instruments, and at the quoted price obthir@m the financial institution for certain debstruments.

(4) Long-term loans receivable

The fair values of long-term loans receivable atednined by discounting the cash flows relatetthéoloans at
the interest rate deemed to be applied for sirtokams.

(5) Lease deposits

The fair values of lease deposits are determinedidgounting future cash flows which reflect thdlexiibility
with the yield rate of government bonds duringrdmaining period.

(6) Claims provable in bankruptcy, claims provableehabilitation and other
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The fair values of claims in bankruptcy, claimsyaole in rehabilitation and other are stated atkbealue

because the estimated amount of bad debt is caddutased on the collectibility, and fair values @lose to the
amount which can be calculated by deducting thienagtd amount of current bad debt from the carryialgie

on the consolidated balance sheets on the contitbalance sheet date.

Liabilities
(1) Accounts payabletrade(2) Deposits received
The carrying values of accounts payabteadeand deposits received approximate fair value tmxabitheir
short maturities.
(3) Long-term debt
The fair values of long-term debt are determinedlisgounting the cash flows related to the delhatGroup’s
assumed corporate discount rate.
(4) Lease obligations
The fair values of lease obligations are determimgdiscounting the cash flows related to the a@hians at the
Group’s assumed corporate discount rate.
(5) Deposits received from franchisees and lessees
The fair values of deposits received from franabssand lessees are determined by discounting foaste flows
based on the estimated repayment amount with #ié sate of government bonds during the remainiripg.

(Note 2) Financial instruments for whose fair valgannot be reliably determined

Category Carrying amount (Million Yen
Unlisted equity securities 391
Investments in subsidiaries and affiliated 1,875
companies
Others 106

Because financial instruments listed above do aeeimarket prices and their fair values cannoehehly
determined they are not included in “(3) Marketad#eurities and investment securities.”
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(Additional information)

Effective from the year ended February 28, 2011Gbenpany adopted the “Accounting Standard for Firedn
Instruments” (the Accounting Standards Board ofadafhereinafter, “ASBJ”) Statement No. 10 announced
March 10, 2008) and the “Guidance on Accountingh@&ad for Financial Instruments and Related Discles’
(ASBJ Guidance No. 19 issued on March 10, 2008).

(Accounting for income taxes)
Components of deferred tax assets and liabilitieswlescribed as follows:
(Millions of yen)

Enterprise taxes payable 935
Accrued employees' bonuses 1,562
Excess of depreciation 6,832
Excess of amortization of software 788
Allowance for employees’ retirement benefits 5,333
Allowance for doubtful accounts 3,377
Impairment loss 3,288
Tax loss carryforwards 5,421
Other 3,302
Subtotal of deferred tax assets 30,842
Less valuation allowances (10,304)
Total deferred tax assets 20,537
Investments in subsidiaries and affiliated companie (2,340)
(paid-in capital decrease)

Total deferred tax liabilities (2,340)
Deferred tax assets-net 18,197
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(Accounting for retirement benefits)
Summary of the retirement benefit plans:
The Company and a certain domestic subsidiary dafired benefit lump-sum severance indemnity planish
cover substantially all of their employees. The @any established a trust fund for its lump - suvessnce
indemnity plan.
In addition, the Company has a defined contribugitam for severance payments.

Projected benefit obligations
(Millions of yen)

a. Projected benefit obligations (13,676)
b. Plan assets 5,577
c. Projected benefit obligations in excess of @lssets (= a + b) (8,099)
d. Unrecognized prior service cost 527
e. Unrecognized actuarial differences 42
f. Allowance for employees’ retirement benefits (=d + e) (7,529)

Net periodic benefit cost
(Millions of yen)

a. Service cost 1,028
b. Interest cost 249
¢. Amortization of prior service cost 174
d. Amortization of actuarial differences 85
e. Net periodic benefit cost (=a + b +c + d) 1,537
f. Contribution to defined contribution plan 271
g. Total (= e +1) 1,809

Note: Net periodic benefit cost in the consolidasdsidiary, which adopted the simplified methasl, i
included in “a. Service cost.”

Basis of calculation of projected benefit obligago

a. Discount rate 2.0% (mainly)
b. Expected rate of return on plan assets 0%
c. Allocation method of estimated total Straight-line basis (a method to allocate
retirement benefits estimated total retirement benefits equally to
respective periods in employee’s whole service
period)
(Per Share data)
1. Net assets per share 2,037.50 yen
2. Net income per share 254.61 yen

(Notes regarding significant subsequent events)

As a result of the earthquake off the pacific cadig§iohoku, which occurred on March 11, 2011, sarfniae
LAWSON Group stores in the Tohoku region and thatiaegion, including Ibaraki Prefecture, have been
affected. Some merchandise and fittings fell, tthpeer or broke, and buildings have been damagesdftered
from power outages. Some of the stores, mainlyate and Miyagi Prefectures, remained closed oniogehours
were shortened. In addition, due to the influerfah® planned power outages mainly in the Kantdoregopening
hours have been shortened for some stores anditagtaeen a delay in the delivery of goods.

The extent of the damage to the Group caused bethihquake is currently being studied. The imiteeon the
Group’s operational activities, etc., the outlookifecovery and the amount of damage includingtist of repairs
are not yet determinable.
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(Business Combinations-Related)
Transactions under common control
1. Ninety-nine Plus Inc. has been consolidated asanolly-owned subsidiary of the Company through alsare
exchange.
(1) Name and business of combined companies, datietlee business combination, legal form of the busess
combination, name of the companies after combinatip and overview of the transaction including the
objectives.
(i) Name and business of combined companies
Names of companies under business combinationtyNimae Plus Inc.
Business description: Single-price Store LAWSON &EOL00, direct management of SHOP99 and roll out of
the franchise chain
(ii) Date of the business combination
July 1, 2010
(i) Legal form of the business combination
Share exchange between the Company as the solg parepany and Ninety-nine Plus Inc. as a whollyred
subsidiary (hereinafter, “this share exchange”)
(iv) Name of the company after combination
There has been no change in the name of the cothbamepanies.
(v) Overview of the transactions including objeetv
Amid increasingly fierce competition in the storpeaing and product development areas in the coemeai
store industry, it has become inevitable for meditonlong-term growth to open more stores in th&nagl
format based on the area strategy and provide ptedao protect life which exceed customers’ expg@mamore
promptly than ever in order to sustain and exp&edftanchise commission from franchised storesadimeve
this, the Company conducted this share exchange tiv# belief that it is the best policy to reinferthe
competitiveness of the Company Group as a wholeeftpblishing a system that will enable functional
decision-making, the further unification of bothngmanies, sharing know-how, and further enhancirg th
collaborative structure to improve productivity iwieffective utilization of the Group’s operatiomalpital.
(2) Overview of accounting treatment of transaction
This share exchange has been treated as a tramsactder common control pursuant to the “Accounting
Standard for Business Combinations” (ASBJ StaterNent21 issued on December 26, 2008) and the “Guoila
on Accounting Standard for Business Combinatiorss Aocounting Standards for Business Divestitures,et
(ASBJ Guidance No. 10 issued on December 26, 2008).
(3) Matters relating to the acquisition of additioral shares in the subsidiary

(i) Details of acquisition costs
Equivalent value of the acquisition:  ~ 5,069limil yen
Costs directly incurred for the acquisition: ~ I@Blion yen

Acquisition costs: 5,177 miligen

(i) Exchange ratio by type of stock

Thirty three shares in the Company’s common sta@sletbeen allocated per one share of Ninety-ning Biu’s
common stock.

(i) Method of calculating the share exchangecrati

In order to ensure fairness and validity of thershexchange ratio in this share exchange, the Coynpad
Ninety-nine Plus Inc. requested Mitsubishi UFJ $iges Co., Ltd. and Ernst & Young Transaction Asbuy
Services Co., Ltd. separately to calculate the &xgh ratio. The above ratio was determined basé¢keoresults
of the calculation and discussions between bottigsar

(iv) Number of allocated shares and valuation arhoun
Number of allocated shares: 1,314,951 shares
Valuation amount: 5,069 million yen

(4) Amount of carryforward goodwill, causes of caryforward goodwill, and amortization method and
amortization period

(i) Amount of carryforward goodwill

2,324 million yen

(ii) Causes of carryforward goodwill

Difference between the increase in equity of thelwaed company held by the Company LAWSON and the

acquisition cost

(i) Amortization method and amortization period

Amortized equally over 20 years
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2. LAWSON ENTERMEDIA, INC. has been consolidated asa wholly-owned subsidiary of the Company
through a share exchange.
(1))Name and business of the combined companies daté the business combination, legal form of the
business combination, name of the companies afteombination, and overview of the transaction includng
the objectives.
(i) Name and businesses of combined companies
Names of Companies under business combination: LAWENTERMEDIA, INC.
Content of business: Ticket sales, E-Commerce,ridivey, Web marketing, and other information disition
and management business, etc.
(ii) Date of the business combination
July 1, 2010
(i) Legal form of the business combination
Share exchange between the Company as the solet garapany and LAWSON ENTERMEDIA, INC. as a
wholly-owned subsidiary (hereinafter, “this shaxeleange”)
(iv) Name of the companies after combination
There has been no change in the name of the cothbompanies.
(v) Overview of the transactions objectives
As entertainment is seen as more attractive asobmnd recognition of the influence of entertaintnia
attracting customers to the stores increases indheenience store industry, movement in compstitaciuding
business alliances and capital alliances with tickedes agencies has become marked since lastTygsirshare
exchange was conducted as a result of the Comphali&f that the acquisition of LAWSON ENTERMEDIA,
INC. as a wholly-owned subsidiary of the Company} lwad to improved operational efficiency throughified
organizational management, prompt decision-making aedeployment of management resources while
leveraging the strengths of LAWSON ENTERMEDIA, IN&hd that this will ultimately contribute to reiméing
the Company Group’s competitiveness and enhanhiagdrporate value.
(2) Overview of accounting treatment of transaction
This share exchange has been treated as a tramsactder common control pursuant to the “Accounting
Standard for Business Combinations” (ASBJ StateriNent21 issued on December 26, 2008) and the “Guoila
on Accounting Standard for Business Combinatiorts Aocounting Standards for Business Divestiturés,” e
(ASBJ Guidance No. 10 issued on December 26, 2008).
(3) Matters relating to the additional acquisitionof shares in the subsidiary

(i) Details of acquisition costs
Equivalent value of the acq#isition:ll,.m? milg}mj
Costs directly incurred for the acquisition: 142liomn yen

Acquisition costs: 1,250 million yen

(i) Exchange ratio by type of stock

Twenty one shares in the Company’'s common stocke haeen allocated per one share of LAWSON
ENTERMEDIA, INC.’'s common stock.

(i) Method of calculating the share exchangearati

In order to ensure fairness and validity of thershexchange ratio in this share exchange the Coynaad
LAWSON ENTERMEDIA, Inc. requested Mitsubishi UFJcBdties Co., Ltd. and PricewaterhouseCoopers Co.,
Ltd. separately to calculate the exchange ratie. dlfove ratio was decided based on the resulkeafdiculation
and discussions between both parties.

(iv) Number of allocated shares and valuation arhoun
Number of allocated shares: 287,238 shares
Valuation amount: 1,107 million yen

(4) Amount of carryforward goodwill, causes of caryforward goodwill, and amortization method and
amortization period

(i) Amount of carryforward goodwill

1,250 million yen

(ii) Causes of carryforward goodwill

Revenue surplus to be expected as a result ofdassaxpansion and enhanced efficiency of operations

(i) Amortization method and amortization period

Amortized equally over 5 years
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Non-consolidated Balance Sheet (As of February@81])

(Millions of yen)

Assets Liabilities
Account item Amount Account item Amount
Current assets 123,234 Current liabilities 165,398
Cash and bank deposits 68,743 Accounts payablede-tra 67,633
Accounts receivable-¢ue from 15,661 Accounts payable— due to 1,171
franchised stores franchised stores
Marketable securities 2,999 Short-term loans paytbl 5,870
subsidiaries and affiliates
Merchandise inventories 862 Lease obligations 5,893
Prepaid expenses 6,599 Accounts payable—other 43,53
Accounts receivable—other 23,641 Income taxes payab 9,738
Deferred tax assets 3,344 Consumption taxes payable 2,635
Other 1,459 Accrued expenses 1,821
Allowance for doubtful accounts (77) Deposits reedi 52,548
Accrued employees’ bonuses 3,610
Fixed assets 321,586 Provision for use of poirasitgd 925
Property and store equipment 141,614 Other 14
Buildings 78,104 Long-term liabilities 67,974
Structures 11,216 Long-term lease obligations 2,61
Furniture, fixtures and equipment 10,962 Allowafmeemployees’ 7,036
retirement benefits
Land 6,609 Allowance for retirement benefits 212
to executive officers and corporate
auditors
Lease assets 34,076 Deposits received from 37,240
franchisees and lessees
Construction in progress 643 Allowance for impaintniess on 562
leased property
Other 310
Intangible assets 27,925 Total liabilities 233,372
Software 21,627 Net assets
Software development in progress 4,674 Owners’ equity 211,692
Goodwill 1,163 Common stock 58,506
Other 459 Capital surplus 47,696
Additional paid-in capital 47,696
Investments and other 152,046 Retained earnings ,18D7
Investments in securities 438 Legal neser 727
Investments in subsidiaries and 16,656 Other retained earnings
affiliated companies
Investments in affiliated limited 924 General reserve 50,000
private company
Long-term loans receivable 31,756 Earned surplasdht 56,455
forward
Long-term loans receivable from 8,100 Treasury stock (1,693)
subsidiaries and affiliates
Long-term prepaid expenses 5,252 Valuation andkation adjustments (648)
Lease deposits 77,164 Net unrealized loss on (14)
available-for-sale securities
Deferred tax assets 11,693 Land revaluation diffeze (634)
Other 1,662 Stock acquisition rights 405
Allowance for doubtful accounts (1,601) Total nesets 211,448
Total Assets 444,821 Total Liabilities, and TotatMssets 444,821
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Non-consolidated Statement of Income
(From March 1, 2010 to February 28, 2011)

(Millions of yen)

Account item Amount

Operating revenues

Franchise commissions from franchised stores 183,74

Other 22,821 216,568
Net sales

Net sales (46,641) 46,641

Total operating revenues 263,209
Cost of goods sold (33,053) 33,053

Gross profit on sales (13,587)

Operating gross profit 230,156
Selling, general and administrative expenses 179,945

Operating income 50,210
Non-operating income

Interest and dividend income 702

Compensation received for removal 177

Other 417 1,297
Non-operating expenses

Interest expense 768

Loss on cancellation of store lease contract 1,075

Other 351 2,195

Ordinary profit 49,312
Extraordinary gains

Gain on sale of investment in subsidiary 73

Gain on sale of investment in securities 1 75
Extraordinary losses

Loss on disposal of fixed assets 2,926

Loss on impairment of long-lived assets 2,410

Loss on sale of fixed assets 1,303

Other 540 7,180
Income before income taxes 42,206

Income taxes - current 14,984

Income taxes - deferred 2,579 17,563
Net income 24,643
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Non-consolidated Statement of Changes in Net Assets
(From March 1, 2010 to February 28, 2011)

(Millions of yen)

Owners’ equity

Capital surplus

Retained earnings

. Other retained earnings Total
Common | Additional Total . Treasury ,
stock paid-in capital relsfe?r?/le General Earned surplus To;iraﬁaalged stock O;’Z}Z?tt
capital surplus reserve brought forward 9
Balance at the end of
previous period 58,506 41,520 41,520 727 50,000 51,762 102,490 (1,713)| 200,803
Changes of items during
the period
Increase by share 6.176 6.176 6.176
exchanges
Dividends from surplus (16,422) (16,422) (16,422)
Net income 24,643 24,643 24,643
Purchase of treasury stock (3,510) (3,510)
— at cost
Disposal of treasury stock (0) 0) 1 1
Retirement of treasury B
stock (3,528) (3,528) 3,528
Net changes of items
other than owners’ equity
—net
Total changes of items - 6,176 6,176 - - 4,692 4,692 19| 10,888
during the period
Balance atthe end of the | 59 54 47,696 47,696 727 50,000 56,455 107,182|  (1,693)| 211,692
current period
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Valuation and translation adjustments$
Net
unlreallzed Land ITo;[.al Stock Total
O.SS on revaluation valua |on. an acquisition | net assets
available- : translation k
difference | . rights
for-sale adjustments
securities
Balgnce at the end of previous ®) (634) (643) 346 200,506
period
Changes of items during the peripd
Increase by share exchanges 6,176
Dividends from surplus (16,422)
Net income 24,643
Purchase of treasury stock — at (3,510)
cost
Disposal of treasury stock 1
Retirement of treasury stock -
Net cha}nges of items other than () ) 59 53
owners’ equity — net
Totgl changes of items during the ®) _ ) 59 10,042
period
E::i)r;ce at the end of the current (14) (634) (648) 405 211,448
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(Notes to the Non-consolidated Financial Statements
1. Valuation of Securities
Held-to-maturity debt securities: Carried at anzexdi cost (Straight-line method).
Available-for-sale securities:
Securities whose market value is readily deterndnad®ecorded at market value with net unrealizadsga
and losses as a separate component of net asbet&o$t of securities sold is determined basedchen t
moving-average method.
Other: Stated at cost determined by the moving-averagbadet
Investments in subsidiaries and affiliated compartated at cost determined by the moving-aversgbod.

2. Valuation of Inventories
Merchandise inventories:
Inventories at cost being determined by the rataihod (the book value on the balance sheet itewidown
based on a decline in profitability) in accordandth this standard.

3. Depreciation
Property and store equipment (except for lease ads§g
Depreciation is computed using the declining-batamethod at rates based on estimated useful livike o
assets. The ranges of useful lives are from 10itgedrs for buildings and from 5 to 8 years foniture,
fixtures and equipment.

Intangible assets (except for lease assets):
Amortization of intangible assets is computed leydtraight-line method.
Costs of software for internal use are amortizethieystraight-line method over 5 years, which gsittiernal
useful life.

Lease assets:
In terms of the depreciation method for leasedtasstated to finance leases that do not transfeecship of
leased property, the Company applies the straigltrnethod using the lease term as the usefublifé a
residual value of zero.

Long-term prepaid expenses:
Amortization of long-term prepaid expenses is comgly the straight-line method

4. Accounting policies for important reserves
Allowance for Doubtful Accounts:
Allowance for doubtful accounts is provided at amoant of possible losses from uncollectible reddes
based on the actual rate of losses from bad deltrdinary receivables, and on estimated recovésafur
specific doubtful receivables.

Accrued Employees’ Bonuses:

Accrued employees’ bonuses are provided for paynehtemployees’ bonuses based on the estimated
amounts.

Provision for use of points granted:
The Company provides, mainly to MY LAWSON POINT deis and LAWSON PASS holders when
purchasing goods, an entitlement to certain pdhs the holder can redeem for a discount on sulesitq
purchases from LAWSON stores.

Allowance for Employees’ Retirement Benefits:
Allowance for employees’ retirement benefits arevjled at the amount calculated based on the peojec
benefit obligations and plan assets at the balaheet date. Actuarial differences are amortizeth ftbe
following fiscal year on a straight-line basis owecertain period (10 years) within an average i@n@
service period of employees at the time of thequoence. Prior service cost is amortized, stamiitg the
fiscal year incurred, on a straight-line basis oaerertain period (10 years) within an average iang
service period of employees.
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Allowance for Retirement Benefits to Executive Offiers and Corporate Auditors:
Allowance for retirement benefits to corporate sardiand executive officers of the Company is dated to
state the liability at 100% of the amount that wdoloi required if all corporate auditors and exgeubificers
terminated their services with the Company at #iarize sheet date.

5. Leases
Finance leases without ownership transfer of thedd property to the lessee whose lease inceptisrbefore

February 28, 2009 are accounted for as operai@sg fgansactions

6. Accounting for consumption tax
Consumption tax is excluded from income and expense

7. Adoption of Partial Amendments to Accounting Stadard for Retirement Benefits (Part 3)
Effective from the year ended February 28 2011Chpany adopted the “Partial Amendments to Acdongnt
Standard for Retirement Benefits” (ASBJ Statememt19, issued on July 31, 2008). This change hazffaot on
operating income, ordinary income and income befareme taxes.

(Notes to the Non-consolidated Balance Sheet)

1. Accumulated depreciation of property and store guipment: ¥ 140,922 million

2. Due from / to subsidiaries and affiliated compaies
Short-term receivables due from subsidiaries dfilchtdd companies ¥ 1,027 million
Short-term payables due to subsidiaries and affidiaompanies ¥ 7,698 million
Long-term payables due to subsidiaries and affliatompanies ¥ 106 million

3. Revaluation of land used for business

Land used for business was revalued on the basssrved by the Law Concerning Revaluation of Lérav No.

34, March 31, 1998). The resulting revaluationediéhce has been included in net assets as laridattoa

difference.

Revaluation method: The value of land is determbyeesbd on the road-based prices adjusted reas@sably
stipulated in Article 2, Item 4 of the Ordinanceplementing the Law Concerning
Revaluation of Land (Government Ordinance No. M&ch 31, 1998) and the assessed
value as stipulated in Article 2, Item 5 of the saDrdinance.

Date of revaluation:  February 28, 2002
The difference between book value and market \@itiee revalued land as of the balance sheet dzge w
¥269 million.

40



(Notes to the Non-consolidated Statement of Income)
1. Transactions with subsidiaries and affiliated companies
Operating transactions

Operating revenues ¥ 2,004 million
Selling, general and administrative expenses ¥ 4,464 million
Transactions other than operating transactions: ¥ 98 million

2. Long-lived assets
The Company recognized an impairment loss maimlg&ch store with the smallest cash generating unit
The Company recognized an impairment loss on thewing assets that declined in value due mainly to
continuous operating losses. The carrying amoudrthase assets were written down to the recoveraileunt

and were recorded in special losses.

Category by use Location Assets Millions of yen
Tokyo Buildings + Furniture, fixtures and equipment and 468
others
Stores Osaka I 85
Others I 1,790
Others — Software 66
Total — — 2,410
Category by fixed assets (Millions of yen)
Buildings 1,435
Structures 179
Furniture, fixtures and equipment 211
Leased property 492
Software 66
Other 25

Recoverable value of the impaired assets is cadzlilzased on the net selling price or value in Tise.net selling
price of land was calculated based on the appraislet by the real estate appraiser or expectetlacbiprice,
and the value in use was calculated by discoumesstignated future cash flows to which the 3.3% distoate was

applied.
(Notes to the Non-consolidated Statement of Changjan Net assets)

Number of shares and kind of treasury stock
Common stock 433,6M@res
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(Accounting for income taxes)
Components of deferred tax assets and liabiliterewlescribed as follows:
(Millions of yen)

Enterprise taxes payable 832
Accrued employees' bonuses 1,498
Loss on write-down of investments in affiliated quanies 1,946
Excess of depreciation 5,456
Excess of amortization of software 747
Allowance for employees’ retirement benefits 213
Allowance for doubtful accounts 437
Impairment loss 2,470
Other 1,661
Subtotal of deferred tax assets 20,183
Less valuation allowances (2,805)
Total deferred tax assets 17,378
Investments in subsidiaries and affiliated companie (2,340)
(paid-in capital decrease)

Total deferred tax liabilities (2,340)
Deferred tax assets-net 15,037

With regard to the deferred tax liability relatediie 1,002 million yen of investments in subsidisand affiliated
companies which was assumed through the sharereggehaethod specified in the Companies Act undeclart
796 (3), the amount has not been recognized basttt §Guidance on Accounting Standard for Business
Combinations and Accounting Standard for Busindgsdiitures” (ASBJ Guidance No. 10 issued on De@mb
26, 2008).

(Accounting for retirement benefits)
Summary of the retirement benefit plans:
The Company has defined benefit lump - sum severamdemnity plans which cover substantially althafir
employees. The Company established a trust funtsflimp - sum severance indemnity plan.
In addition, the Company has a defined contributilam for severance payments.

Projected benefit obligations (Millions of yen)
a. Projected benefit obligations (13,160)
b. Plan assets 5,577
c. Projected benefit obligations in excess of plssets (= a + b) (7,583)
d. Unrecognized prior service cost 527
e. Unrecognized actuarial differences 19

f. Allowance for employees’ retirement benefitc(= d + e) (7,036)
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Net periodic benefit cost
(Millions of yen)

a. Service cost 960
b. Interest cost 248
c. Amortization of prior service cost 175
d. Amortization of actuarial differences 82
e. Net periodic benefit cost (=a+ b + ¢ + d) 1,467
f. Contribution to defined contribution plan 271
g. Total (=e +f) 1,738
Basis of calculation of projected benefit ghtions
a. Discount rate 2.0%
b. Expected rate of return on plan assets 0%
c. Allocation method of estimated total retireme@traight-line basis (a method to allocate estimated
benefits total retirement benefits equally to respective

periods in employee’s whole service period)

(Leases)

Finance leases without ownership transfer of thedd property to the lessee whose lease inceptasrbefore
February 28, 2009:

(1) The assumed data as to acquisition cost, accumuldtdepreciation and net leased property

(Millions of yen)

I Accumulated Accumulated
Acquisition cost . . . Leased property
depreciation impairment loss
Furniture, fixtures 27,313 16,659 964 9,689
and equipment
(2) Obligations under finance leases
(Millions of yen)
Due within one year 3,906
Due after one year 7,108
Total 11,014
Allowance for impairment loss on leased property 625

(3) Lease payments, transfer from allowance for impairrent loss on leased property, depreciation expense,
interest expense and impairment loss:

(Millions of yen)

Lease payments 5,463
Transfer from allowance for impairment loss on éebgroperty 382
Depreciation expense 5,430
Interest expense 351
Impairment loss 492

(4) Computation method of depreciation expense

Depreciation expense is computed by the straigbtriethod, assuming the lease period as the lisefahd
no residual value.

(5) Computation method of interest expense

The difference between the total lease contractuatrand the acquisition cost is assumed to beeistteand
interest expense is computed by the interest method
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(Related Party Transactions)
Subsidiaries and affiliates

Attribute Name of Business or | Holding Relationship Description | Transaction| Account Balance at
Company | Occupation | Ratio of | Business Officer's of Amount Item End of Year
Voting Relationship | Post Transactions| (Million (Million
Rights Concurrently Yen) Yen)
(%) Held
Subsidiary| Ninety-nine | Convenience| Direct Joint Yes Receipt of 10,800 | — —
Plus Inc. store holding purchasing, dividend, Long-term | 8,100
business 100.0% | joint product Loaning of 9,000 | loans
development funds, receivable
Receipt of 45 | — —
interest rates
LAWSON Financial Direct Placement | No Borrowing — | Short-term| 4,500
ATM services- holding of ATMs in of funds loans
Networks, | related 44.0% | the payable
Inc. business LAWSON
stores

Transaction conditions and the policies for detanngj those conditions:

1. LAWSON manages the funds of some subsidiaries algnand there are loans and borrowing transacti@taeen
LAWSON and its subsidiaries. Because it is diffi¢al obtain the details of transaction amounts pidance at end of
year is disclosed in the notes.

2. The interest rates for loans and borrowings arerchéhed rationally, taking into account market iagt rates.
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Subsidiaries of an affiliated company of the Conypan

) . ) ) Relationship o Transactior Ending balanc
Attribute Company |Business I.|n®r Equity ownership Businoss Director’s Descrlptlc.m of a'm.”lount Accountitem|  (Millions of
name profession percentage . " | posts held transactions | (Millions of
relationship yen)
concurrently| yen)
RYOSHOKU| Sales of (Ownership) Vendor — Purchases for 3,285 [Accounts 5,559
Subsidiaries |LIMITED processed foodithe 0.3 % the Company- | (74,708) | payable-trade
of an company operated stores
affiliated is directly (Purchases for
company of owned franchised stor
the Company|
Food ServiceSales of fast — Vendor — Purchases for 10,229 | Accounts 20,119
Network Co.|foods and daily the Company- | (227,351) payable-trade
Ltd. delivered foodg operated storeg
(Purchases for
the franchised
stores)
SAN-ESU | Confectionary — Vendor — Purchases for 1,376 |Accounts 3,166
INC. wholesale the Company- | (31,209) |payable-trade
business operated stores
(Purchases for
the franchised
stores)
RYOSHOKU) General — Vendor — Purchases for 356 Accounts 1,662
LIQUOR wholesale of the Company- | (22,206) |payable-trade
LIMITED alcohol and operated storeg
food (Purchases for
the franchised
stores)

Transaction conditions and the principles on thesitan thereof:
The terms and conditions for purchase transactiomsgletermined as the same as those for otherafjbosmess

transactions, except that regarding the purchasds or the franchised stores, the Company acta atternative payer,
not as direct party of purchase.

(Per Share data)
1. Net assets per share
2. Net income per share

2,113.24
247.15

yen

(Notes regarding significant subsequent events)
As a result of the earthquake off the pacific co&Jtohoku, which occurred on March 11, 2011, soft@e
LAWSON stores in the Tohoku region and the Kanggare, including Ibaraki Prefecture, have been affgicSome
merchandise and fittings fell, tipped over or brake buildings have been damaged or suffered flmrepoutages.
Some of the stores, mainly in Iwate and Miyagi €cgires, remained closed or opening hours weréesigat. In
addition, due to the influence of the planned poswgages mainly in the Kanto region, opening hbarse been
shortened for some stores and there has beenyaréhe delivery of goods.
The extent of the damage to the Company causdddgarthquake is currently being studied. Theiefte on
the Company’s operational activities, etc., théomkt for recovery and the amount of damage inclydie cost
of repairs are not yet determinable.

yen

The above amounts and the number of shares in toeselidated and non-consolidated statementsameated
below the unit, and the ratios are rounded to #ssast whole number.
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(TRANSLATION ONLY)

INDEPENDENT AUDITORS' REPORT

April 6, 2011

To the Board of Directors of
LAWSON, INC.:

Deloitte Touche Tohmatsu LLC

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant: Kinya Suzuki

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant: Hiroyuki Morita

Pursuant to the first item, second paragraph of Article 436 of the Companies Act, we have
audited the financial statements, namely, the balance sheet as of February 28, 2011 of LAWSON,
INC. (the “Company”), and the related statements of income and changes in net assets, and the
related notes for the 36th fiscal year from March 1, 2010 to February 28, 2011 and the
accompanying supplemental schedules. These financial statements and the accompanying
supplemental schedules are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements and the accompanying
supplemental schedules based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements and the accompanying supplemental schedules are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements and the accompanying supplemental
schedules. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement and the
accompanying supplemental schedules presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements and theagpanying supplemental schedules referred to gh@aent
fairly, in all material respects, the financial ppos of the Company as of February 28, 2011, éedrésults of
its operations for the year then ended in confgrmith accounting principles generally accepteddpan.

Our firm and the engagement partners do not have any financial interest in the Company for
which disclosure is required under the provisions of the Certified Public Accountants Law.

The above represents a translation, for convenience only, of the original report issued in the
Japanese language.
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(TRANSLATION ONLY)

INDEPENDENT AUDITORS' REPORT

April 6, 2011

To the Board of Directors of
LAWSON, INC.:

Deloitte Touche Tohmatsu LLC

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant: Kinya Suzuki

Designated Unlimited Liability Partner,
Engagement Partner,
Certified Public Accountant: Hiroyuki Morita

Pursuant to the fourth paragraph of Article 444 of the Companies Act, we have audited the
consolidated financial statements, namely, the consolidated balance sheet as of February 28, 2011
of LAWSON, INC. (the “Company”), and the related consolidated statements of income and
changes in net assets, and the related notes for the 36th fiscal year from March 1, 2010 to
February 28, 2011. These consolidated financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall
consolidated financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statetaeaferred to above present fairly, in all mateeapects, the
financial position of the Company and consolidatelsidiaries as of February 28, 2011, and thetsesitheir

operations for the year then ended in conformity\@ccounting principles generally accepted indapa

Our firm and the engagement partners do not have any financial interest in the Company for
which disclosure is required under the provisions of the Certified Public Accountants Law .

The above represents a translation, for convenience only, of the original report issued in the
Japanese language.

a7



(TRANSLATION ONLY)
<Copy of the Audit Report of the Board of Corporatelitors>

AUDIT REPORT
Regarding the execution of duties by the Dinector the 36th business term from March 1, 2010 to
February 28, 2011, we have prepared this Audit Rethwough due deliberations based on the aupldrte
prepared by each Corporate Auditor, and herebyrregdollows:

1. Auditing Methods Employed by the Corporate Auditargl Board of Corporate Auditors and Details of
Such Methods

We have established audit policies, audit progrand other guidelines for the current term, acdived the
reports from each Corporate Auditor regarding teegcution of audits and results thereof, as veeleports
from the Directors, other relevant personnel, &iedXccounting Auditor regarding the execution @itlauties,
and asked for explanations as necessary.

Each Corporate Auditor, pursuant to the audsiagdards of Corporate Auditors established byBtieed of
Corporate Auditors, has followed the audit poli@esl audit programs for the current term, commueditwith
the Directors, officers, internal audit departmemtd other relevant employees, endeavored to collect
information and develop the audit environment,natéel the Board of Directors meetings, the managemen
meetings, Compliance & Risk committee meetingserirdl Control over Financial Reporting committee
meetings and the like, and other important meetiregeived reports from the Directors, officerseiinal audit
department and other relevant employees regardiagekecution of their duties, asked for explanation
whenever necessary, reviewed important authorizexirdents and the like, and investigated the staftus
operations and assets at the head office, brarehesther principal offices and stores.

In addition, pursuant to the audit items and amgithods regarding the internal control system &skedal by
the Board of the Corporate Auditors, we have moettand verified the resolution of the Board ofebtors,
described in the business report, regarding thenizgtion of the system as prescribed by itemafuwaragraph
4, Article 362 of the Companies Act and paragrapantl paragraph 3, Article 100 of the Ordinance for
Enforcement of the Companies Act and the stattiseoflevelopment and operation of the system basedah
resolution (Internal Control System), as the systewessary to ensure that the execution of thedby the
Directors complies with laws and regulations arel Anticles of Incorporation and other system nemgst
ensure the properness of operations of a Stock &wnp In connection with internal control over ficzl
reporting, we received reports from the Directard ather relevant personnel, and Deloitte ToucheEdsu
LLC regarding the status of evaluation and auditsath internal control respectively, and asked for
explanations whenever necessary. With respect bsidiaries, we have communicated and exchanged
information with the Directors, Corporate Audit@sd other relevant personnel of subsidiaries, stqdehe
subsidiaries to report on their business wheressacg and investigated their status of operatmusassets.
Based on the above methods, we have examined $iveebs report and supplementary schedules theveof f
this business term.
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Furthermore, we have monitored and verified wérethAccounting Auditor maintained its independent
position and implemented appropriate audit, andeeeived reports from Accounting Auditor regardihg
status of the execution of its duties and, wheneeeessary, asked for explanations. In additianhave
received the notice from the Accounting Auditortth8ystem for ensuring that the duties are perfarme
properly” (matters set forth in each item of Arid31 of the Company Accounting Regulations) isuoized in
accordance with the “Quality Control StandardsAadits” (Business Accounting Council, October 2803)
and the like, and, when necessary, asked for exjptans. Based on the above methods, we have ezdrihia
“consolidated financial statements (consolidatddru® sheet, consolidated statement of income ptidated
statements of changes in stockholder's equity, aotes to consolidated financial statements)” and
“non-consolidated financial statements (balanceetshstatement of income, non-consolidated statesmeint
changes in stockholder’s equity, and notes to mmsalidated financial statements) and supplementary

schedules thereof” for this term.

2. Result of Audit
(1) Result of Audit of Business Report and Other Reielocuments

1. We have found that the business report lrmdupplementary schedules thereof fairly presenstiatus
of the Company, in conformity with the applicablews and regulations and the Articles of
Incorporation.

2. Regarding the execution of duties by the@ars, we have found no misconduct or materialentiat
violates applicable laws and regulations or théchkes of Incorporation.

3. We have found that the content of the reéwmiwf the Board of Directors regarding the In&r@ontrol
System is adequate. In addition, we have found attens on which to give remarks in regard to the
relevant description in the business report anduwi@ of duties by the Directors concerning Inérn
Control System.

(2) Result of Audit of Consolidated Financial Staents
We have found that methods and the result of th& by the Accounting Auditor, Deloitte
Touche Tohmatsu LLC, are adequate.
(3) Result of Audit of Non-consolidated Finan@ahtements and Supplementary Schedules thereof.
We have found that methods and the result of tbé& by the Accounting Auditor, Deloitte
Touche Tohmatsu LLC, are adequate.

April 13, 2011
The Board of Corporate Auditors of Lawson, Inc.

Standing Corporate Auditor Munehiko Nakano
(Outside Corporate Auditor)
Standing Corporate Auditor Atsuhiko Seki

Corporate Auditor Tetsuo Ozawa
(Outside Corporate Auditor)
Corporate Auditor Kazuyuki Masu

(Outside Corporate Auditor)
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REFERENCE DOCUMENT FOR THE GENERAL MEETING OF SHARE HOLDERS

Proposals and References
Proposal No. 1: Appropriation of Surplus

The Company intends to pay year-end dividends esifigd below after considering its comprehensimarfcial position,
earnings, dividend payout ratio and other factotslevensuring sufficient funds are retained forufat business
development.

We will endeavor to raise the Company’s corporadtues by appropriating internal reserves for neggsbasiness
investments such as opening new stores, renowetisting stores and new business development.

Year-end dividends:
(1) The assignment of the dividend property toashalders and total amount thereof:
¥85 per share of the Company’s common stock ttehdb¥8,488,691,600
Note: The annual dividend per share will be ¥170narease of ¥10 from the previous period, incigdin interim
dividend per share of ¥85.

(2) Effective date of the dividends from surplus:
Wednesday, May 25, 2011
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Proposal No. 2: Partial Amendments to the Article®f Incorporation
The Company proposes that the Articles of Incongmmebe partially amended as follows.

1. Reasons for amendment

Under the corporate philosophy, “Happiness and tdagnm our Community,” the Company operates busiees
centering on a franchise chain of convenience st place emphasis on the entertainment budimetssrovides our
customers with happiness as a critical growth dndine with this policy, on July 1, 2010, LAWSOBNTERMEDIA,
INC., which sells tickets in LAWSON stores, was madwholly owned subsidiary of the Company by wikg share
transfer. Further, on December 1, 2010, we purchals¢he outstanding shares in HMV Japan K.K. ohtdistributes
music and video software.

On March 1, 2011, the Company adopted a groupebiaternal organization system toward further esgms of our
entertainment business, establishing the Entertih® e-Commerce Group as one of the key grougstivé CVS
Operating Group and International Group.

Under these circumstances, the Company proposekitto Article 2 (Objectives) in the current Aldis of
Incorporation an item “Business relating to entarteent including music, theaters and other eveststhat the
Company'’s business purposes will be clearer tatakeholders. In line with the amendment, the igsArticles must be
renumbered.

2. Particulars of amendments
Particulars of proposed amendments are described.be
(Suggested amendments are underlined in the text.)

Current Provision of the Articles of Incorporation Proposed Amendments
Chapter 1. GENERAL PROVISIONS Chapter 1. GENERAL PROVISIONS
(Purpose) (Purpose)
Article 2. The purpose of the Company shall begerate | Article 2. The purpose of the Company shall beperate
the following businesses: the following businesses:
1.-2. (Text omitted) 1.-2. (Unchanged from the existing text)
(A new item to be inserted) 3. Business relating to entertainment including music
3.-21 (Text omitted) theaters and other events.
4.-22. (Unchanged from the existing text)
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Proposal No. 3: Election of Two (2) Corporate Auditors

The term of office of two corporate auditors, Messrs. Tetsuo Ozawa and Kazuyuki Masu, is to expire at the conclusion of
this general meeting of shareholders. We propose that two corporate auditors be elected.

The Board of Corporate Auditors has given prior consent to this proposal.

Brief history of the nominees is described below:

No. Name Brief Personal History, Position, Assignment and Important Number of the
(Date of Birth) Concurrent Positions Company’s
Shares Held
1 Tetsuo Ozawa April 1973 Registered as a practicing attorney. Joined Nil
(June 28, 1947) Tokyo Fuji Law Office.
May 2003 Outside Corporate Auditor of LAWSON, INC.
(to date)
August 2004 Outside Corporate Auditor (to date) of Monex
Beans Holdings Inc. (currently, Monex Group,
Inc.)
June 2005 Outside Corporate Auditor of Monex Beans,
Inc. (currently, Monex, Inc.)
June 2007 Outside Corporate Auditor of CEMEDINE
CO., LTD. (to date)
2 | * Eiko Tsujiyama | April 1974 Registered as a Certified Public Accountant Nil
(December 11, August 1980 Assistant Professor, College of Humanities,
1947) Ibaraki University
April 1985 Assistant Professor, Faculty of Economics,
Musashi University
April 1991 Professor, Faculty of Economics, Musashi
University
April 2003 Professor, School of Commerce and The
Graduate School of Commerce, Waseda
University (to date)
June 2008 Outside Corporate Auditor of Mitsubishi
Corporation (to date)
June 2010 Outside Director of ORIX Corporation (to
date)

Notes:
1. Both Mr. Tetsuo Ozawa and Ms. Eiko Tsujiyama are nominees for outside corporate auditors as set forth in Article 2,
Paragraph 3, Item 8 of the Ordinance for Enforcement of the Companies Act.
2. Reasons for selecting the above-listed nominees for outside corporate auditors, and the term of office as outside
corporate auditors of the Company:
(1) Mr. Tetsuo Ozawa
He has been nominated as a candidate because he possesses abundant experience mainly in the area of corpora
legal affairs ranging from legislation to risk management from the legal point of view and because of his
knowledge as a lawyer, and he is also currently providing appropriate supervision to execution of business by the
Company's directors. Although he has not participated in corporate management in a position other than as an
outside director or outside corporate auditor, the Company expects him to continue to adequately fulfill his role as
an outside corporate auditor for the reasons referred to above.
He has been an outside corporate auditor of the Company since May 2003, and will have held this position for
eight years at the conclusion of this general meeting of shareholders.
(2) Ms. Eiko Tsujiyama
She has been nominated as a candidate because she possesses abundant experience of serving on thi
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Government’s Tax Commission, the National Tax Agé&nblational Tax Council, etc. as an academic exagr
well as a deep knowledge of finance and accourdim@ certified public accountant. Although she hets
participated in corporate management in a positihier than as an outside director or outside catpaauditor,
the Company expects her to adequately fulfill lde ms an outside corporate auditor for the reasefesred to
above.

3. Facts pertaining to the illicit execution of busiggif any, that took place in another company ewvtiie above nominee
served as an executive at that other company, andchenary of his/her acts to prevent such actias foccurring, and
to respond to such actions after they occurred:

When Mr. Tetsuo Ozawa was a part-time Outside@ate Auditor of Monex, Inc. (“Monex”), Monex reiwed a
business improvement order from the Financial $esviAgency (“FSA”) in June 2006 as a result of respéction
conducted by the Securities and Exchange Survedl@ommission (“SESC”) in and after November 20085yhich
certain facts were recognized as violating appleddws. These facts were that management wasfigisof with
respect to transactions of securities on behatuiefomers to prevent unfair trading, and that Monas in a situation
in which “the management of the electronic datac@ssing organization related to the securitiesnlessi is not
satisfactory.” As a corporate auditor, Mr. Ozawal nagularly expressed his opinions at meetingshefBoard of
Directors from the viewpoint of compliance basech@nexpertise as a lawyer, and endeavored to prevs violation
of laws through proper auditing procedures. After &forementioned violation of laws became knovendémanded
that actions be implemented to prevent any reoenae to the Representative Director through thed3obCorporate
Auditors, and also demanded that the person refperfer such action be present at the Board of rp@ate Auditors
to explain the situation after the submission ofraprovement report. Furthermore, in March 2009nktoreceived a
three-month business suspension order (the ceassdtiall new business services, aside from thogeoapd by the
FSA, deploying system developments) and a busimggevement order from the FSA following the recitign of the
violation of applicable laws due to the existendeacsituation in which “the management of the ettt data
processing organization related to financial produansactions is not satisfactory,” as revealedarininspection
conducted by the SESC in and after November 2088a Aorporate auditor, Mr. Ozawa had regularly esged his
opinions at meetings of the Board of Directors fribie viewpoint of compliance based on his expeessa lawyer, and
endeavored to prevent any violation of laws thropgiper auditing procedures. After the aforemetibwviolation of
laws occurred, he further reinforced his monitorfigrts to prevent any reoccurrence through thar8of Directors
and the Board of Corporate Auditors.

4. Agreement with the nominees to limit liability

Pursuant to Article 32 of the current Articles nEdrporation, the Company has entered into an agnetewith Mr.
Tetsuo Ozawa to limit his liability with regard tile damages set out under Article 423, Paragragttiie Companies
Act, to within the sum of the amounts set forttihia relevant laws and regulations as far as hdé&as in good faith
and without gross negligence in executing the diliat were ascribed as the cause of the claiceimages.

The same agreement will be entered into withBile Tsujiyama.

5. The nominees do not have any special interesteiCbmpany.

6. The Company designates Mr. Tetsuo Ozawa as anéndept executive as stipulated in the regulatiétiseoTokyo
Stock Exchange and the Osaka Securities Exchandédyas notified those stock exchanges of the datsign In the
same manner, the Company will designate Ms. Eikgiyesna as an independent executive, and notifgethgtock
exchanges.

7. The person marked with an asterisk (*) represensaanominee for corporate auditor.

8. The nominees’ Brief Personal History, Position, igssient and Important Concurrent Positions arefaspal 14,
2011.
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Proposal No. 4: Presentation of Retirement Benefit® a Retiring Corporate Auditor
The current corporate auditor, Mr. Kazuyuki Masil| rvetire from office at the conclusion of this 3®rdinary General
Meeting of Shareholders. As a reward for his sesvio office, we propose to present him with retieat benefits of up to
¥1 million.
We would like to leave the details of the exact ant@and the date and method of the presentatitretdiscretion of the
corporate auditors.
The following is a brief personal history of théiniag corporate auditor.
Name Brief Personal History

Kazuyuki Masu May 2010 Outside Corporate Auditbk AWSON, INC. (to date)

Note: The corporate auditor’s Brief Personal Higiercurrent as of April 14, 2011.
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