Flash Report on the Consolidated Result
for the Fiscal Year Ended February 29, 2016

April 13, 2016
Listed Company Name: Lawson, Inc. Tokyo Stock Exchange (First 8sut
Code No.: 2651 (URL http://lwww.lawson.co.jp/company/ir/findex.html)

Company Representative: Genichi Tamatsuka, RepsenDirector, President and CEO
Contact:Tomoki TakanishiPeputy Senior Vice President, Finance and Accogrifiivision Director
Tel.: +81-3-543%73
Scheduled date for the ordinary general meetirghafeholders: May 24, 2016
Scheduled date for payment of dividend: May 25,6201
Scheduled date for submission of annual report: B&5y2016
Supplementary documents annual results: Yes
Presentation of annual results: Yes (for instituianvestors and analysts)

(Amounts below one million yen are truncated)
1. Consolidated performance for 2015 fiscal yeam(f March 1, 2015, to February 29, 2016)
(1) Consolidated operating results

Note: Percentages for gross operating revenueatipgrincome, ordinary income and net income shusveiase
(decrease) compared to previous fiscal year.

Gross operating revenue Operating income Ordinary income Net income
¥ Million % ¥ Million % ¥ Million % | ¥ Million %
2015 fiscal yea 583,452 17.2 72,541 2.9 69,622 (2.9) 31,381 (4.0)
2014 fiscal yea 497,913 2.6 70,482 35 71,714 44 32,686 (13.9)
Note: Comprehensive income: 2015 fiscal year 32,928 million yen (6.5%)
2014 fiscal year 35,224 million yen (11.5%)
Ratio of
Net income| Fully diluted Return on Ratio of ordinary | operating income
per share | profit per shar¢ equity income to total assetsto gross operating
revenue
¥ ¥ % % %
2015 fiscal yeat 313.81 313.57 12.0 8.9 12.4
2014 fiscal year 327.08 326.65 13.0 10.4 14.2
Reference: Equity in net income of affiliates: 2015 fiscal year 292 million yen
2014 fiscal year 365 million yen

(2) Consolidated financial position

Total assets Net assets Shareh?;girs equity Net assets per share
¥ Million ¥ Million % %
2015 fiscal yea 803,212 272,997 32.9 2,643.97
2014 fiscal yea 764,614 263,797 33.5 2,561.25

Reference: Shareholders’ equity: 2015 fiscal year 264,392 million yen

2014 fiscal year 256,122 million yen



(3) Consolidated cash flows

f

Net cash provided by Net cash provided by Net cash provided b Cash and cash
(used in) operating| (used in) investing | (used in) financing | equivalents at end o
activities activities activities period
¥ Million ¥ Million ¥ Million ¥ Million
2015 fiscal yeat 112,205 (68,657) (50,201) 69,793
2014 fiscal year 110,567 (100,433) (3,289) 76,754
2. Dividends status
Annual dividends per share Ratio of
Total S
Year-end dividends for Payout | dividends to
) ratio shareholders
1Q | IH T 3Q | Gividend | ™2 | the year ' :
equity
¥ ¥ ¥ ¥ ¥ ¥ Million % %
2014 fiscal year| — 120.00 — 120.00 240.00 23,989 73.4 9.6
2015 fiscal year| — 122.50 — 122.50 245.00 24,499 78.1 9.4
2016 fiscal year _ _
(forecast 125.00 125.00 250.00 70.4

3. Forecast consolidated performance for 2016 |figzar (from March 1, 2016 to February 28, 2017
Note: Percentages for gross operating revenueatipgrincome, ordinary income and net income shueveiase

(decrease) compared to previous fiscal year.

. Profit attributablg  Net
Gross operating L . . .
Operating incomeOrdinary incomeg  to owners of | income
revenue
paren per shar
¥ Million % | ¥ Million % | ¥ Million % | ¥ Million % ¥
1H of 2016 fiscal year 313,000 8.2 39,500 (6.1) 38,100 (6.6) 21,300 7.5| 213.00
2016 fiscal year 648,00011.1 76,000 4.8 73,000 4.9 35,500 13.1| 355.00

4. Notes

(1) Change in important subsidiaries during thissmidated period (Changes in certain specifiecsislidries

resulting in revised scope of consolidation): None
Added: None

Excluded: None

(2) Changes in accounting policies, changes in@atiing estimates, retrospective restatements
1. Changes of accounting policies associated witfsion in accounting standards: Yes

2. Other changes: None
3. Changes in accounting estimates: None
4. Retrospective restatements: None

(3) Number of issued shares:
1. The number of the stocks issued in the endrof te
February, 2016: 100,300,000
2. The number of treasury shares in the end of term
February, 2016: 301,897

3. Average number of shares during the term
February, 2016: 99,998,346

February, 2015:

February, 2015:

February, 2015:

100,300,000

301,084

99,931,714



Note: Implementation status of audit procedures
This flash report is exempt from audit procedunedar the Financial Instruments and Exchange AcbfAs
the time of disclosure of this report, audit praoess for the financial statements are incomplete.

Note: Descriptions on appropriate use of finang&formance forecasts and other special notes
Forward-looking statements presented in this matatich as financial forecasts are based on clyrent
available information and certain presumptions degto be reasonable as of the date of announceifitesy.
are not intended to guarantee the Company’s aamient Actual results may differ significantly frothese
forecasts due to many factors. For preconditionthe$e financial forecasts and notes concerninig tise,
please refer toAnalysis of Operating Results and Financial Position; Outlook for Fiscal 2016” on page 7.
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1. Analysis of Operating Results and Financial Position
(1) Analysis of Consolidated Operating Results
During the consolidated fiscal year under reviewfiscal 2015 ended February 29, 2016, the Lawson
Group (hereinafter, the “Group”) implemented busmectivities with the aim of realizing the Group’s
corporate philosophy of “Creating Happiness andnitary in Our Communities.”In particular, we
reinforced the foundation of our convenience stousiness, for example, by enhancing our retail spac
merchandise assortment, and relationship with fresecstore owners. In addition, while addressinanges
in each neighborhood such as an increase in théd&wuai working women, the declining birth rate ghd
aging population, we also focused on areas unigquéawson, including over-the-counter fast food,
health-oriented products, home convenience, areftaimment.
Furthermore, we also focused on promoting intecoatrol and addressing operating risks acrosstieee
Group based on the 2015 Basic Policy for Improvemaninternal Control Systems. We will continue

promoting internal control across the board inatgdiompanies that newly joined the Group.
Operating results by business segment were asvigillo

(Domestic Convenience Stor e Business)
[Merchandising and Service Strategies]

On the merchandise front, in June 2015, we launcbhednmemorative items focusing in mainstay category
to celebrate LAWSON 40th anniversafurthermore, we launched “Honkide Oishii Projectli@ous in
earnest project)” in serious pursuit of palatapilit order to review our product development prescard
paid increased attention to ingredients, productiethods and taste. Under this project, we intreduand
kept selling products that was made carefully wsjlecial ingredients and a special recipe such asktye
Salmon Lunchbox with Niigata Koshihikari Rice”, arntiey were all received well by customers.
Furthermore, we have started selling “Doughnutsérothe counter since April, and have expanded it in
around 9,700 stores by the end of February 2018h&umore, with the aim of supporting customers ra
daily life, we worked on expanding our merchandissortment of ready-made dishes and frozen products
under our “Lawson Select” private brand.

Moreover, as a “Health Station in Town,” we alsagadd emphasis on selling health-oriented prodirts.
particular, the “Green Smoothie” sold under the NWRIAL LAWSON brand and made with a full meal’s
worth of vegetables was well received by femaletamusr and health-conscious customers. Its series ha
become hit products as total sales has reached?@veiillion units sale in 10 months. In additiorthkre are
currently 23 Lawson Farms in which Lawson, Inc.dsokquity stakes. The farms assume the role of
supplying safe and fresh fruits and vegetable$h¢oGroup’s stores and factories that produce LAWSON
original products.

In addition to thus strengthening our product lipein September 2015, we began to accept China
UnionPay cards for payment at our stores and, imeNter 2015, we launched our prepaid Ponta card
service dubbed “Osaifu (wallet) Ponta.” Furthermatarting December 2015, functions offered by tdnP

Card” and “WAON?" will be partially integrated in affort to offer more convenience to our customers.



On the sales promotion front, we rolled out somghlyi effective measures for attracting customers,
including a “100-yen rice ball sale,” and a “spéettiery” themed on “Sandaime J Soul Brothers frodilEE
TRIBE”, which demonstrated our strength in the gatament field.

[Breakdown of Sales by Merchandise Category atiCB#&ires in Domestic Convenience Store Business]

Fiscal period Previous fiscal year Current fiscal year
From March 1, 2014 From March 1, 2015 YoY percentage
to February 28, 2015 to February 29, 2016 change
Sales Percentage Sales Percentage (%)
Product group (Millions of yen) | of total (%) | (Millions of yen) | of total (%)
Processed foods 1,034,355 53.5 1,033,448 52.7 99.9
Fast foods 429,212 22.2 463,431 23.7 108.0
Daily delivered foods 277,210 14.4 276,886 14.1 99.9
Nonfood products 192,020 9.9 186,499 9.5 97.1
Total 1,932,798 100.0 1,960,266 100.0 101.4

[Store Operations]

In store operations, we continued to focus on cgtihg adherence to the Three Essential Practideish
emphasizes (1) serving customers courteously; ft@)img a merchandise assortment focused on btesitsi
with high demand; and (3) keeping our stores anungonities clean, strengthened guidance to franchise
store owners and revised order placement methodsiaas of reforming operations in order to credtees
that could grasp customers’ satisfactions and suppd/e have put semi-automated ordering systenodor
ready-made meal category in most of all stores.adidition, we also have concluded new franchise
agreements with existing stores ahead of schedudéfér enhanced support to franchise store owriérss,
it is beginning to appear good effects such aseams® of sales in those stores which applied wekeh
initiatives. We will keep striving to create retajpaces that stimulate potential demand from custerand

offer what they need at any time.

[Store Development]

In opening new storethe Group continued to focus on developing proféadore.

In November 2015, we remodeled two Poplar storeraipd by Poplar Co., Ltd. into Lawson Poplar
stores based on our capital and business alliagy@ement. In February 2016, a mega-franchise agneem
was concluded with Save On Corp. Under the agregnaeound 50 of the Save On convenience stores
operated in Yamagata, Fukushima and Ibaraki Pratestwill be remodeled into LAWSON stores in and
after April 2016. Furthermore, by building partri@ps such as with dispensing pharmacy and druge stor
chains,in addition of healthcare items including OTC phaceuticals, cosmetics, and daily necessities, the
stores offer a merchandise assortment of arour@D5t&ms, twice as many as conventional LAWSONestor
The number of stores offering non-prescription drutas reached 136 stores (included 38 pharmacy
LAWSON stores equipped with drug-dispensing phaiesgdas of the end of February 2016. Moreover, we
also engage in establishing next-generation coeweri store models that address social changesastitie

ageing population and increased health awarenéssniimber of LAWSON stores housing a nursing care



hub center offering nursing care consultation sewiand a lounge space, which we began rollingroot

the fiscal year, has increased to 5 as of the étteediscal year.

Regarding to LAWSON STORE100, we promoted to closgrofitable stores under the business
revitalization plan. During current fiscal 2015,534AWSON STORE100 (included stores which were

transformed into LAWSON stores) stores were clo¥¥ith regard to the remaining 809 stores, we ingeda

the product composition ratio of 100-yen items (eding tax) by scaling down product portions topesd

to customer needs for value, and strengthened opular fruit and vegetable lineup. As a resultesait

these stores gradually improved, with existingestsales for current fiscal 2015 exceeding thos¢h®isame

period of the previous fiscal year.
As a result, the total number of LAWSON, NATURAL WSON, and LAWSON STORE100 stores

opened and closed during current fiscal year sedd@b57 and 859 stores, respectively, with the totehber

of stores in Japan reaching 11,880 as of the erekbbfuary 2016. In addition to the above, Lawsomrch{o

Inc. operates 132 LAWSON chain stores in Kochi geafre, Lawson Minamikyushu, Inc. operates 192

LAWSON chain stores in Kagoshima prefecture and d@awOkinawa, Inc. operates 191 LAWSON chain

stores in Okinawa prefecture as of the end of Flyra016.

[Change in the Total Number of Domestic Stores]

Total stores as of Change during Total stores as of
February 28, 2015 fiscal year February 29, 2016
LAWSON 10,633 304 10,937
NATURAL LAWSON 116 18 134
LAWSON STORE100“"LAWSON MART 1,151 (342) 809
Total 11,900 (20) 11,880

Note: For change during fiscal year, it includedearease of 128 stores which were transferredLiateson

Kochi, Inc. from Lawson, Inc. on April 1, 2015.

[Number of LAWSON stores by prefecture (February 2916)]

Prefecture (’;IfusToerrs Prefecture (l:‘usTobrzrs Prefecture (’;IfusTobrzrs Prefecture (’;IfusTobrzrs
Hokkaido 628 | Ibaraki 158| Kyoto 322| Ehime 212
Aomori 219| Tokyo 1,535| Shiga 154 Tokushima 134
Akita 184| Kanagawa 83% Nara 128 Fukuoka 447
Iwate 165| Shizuoka 234 Wakayama 134 Saga 66
Miyagi 208 | Yamanashi 119 Osaka 1,010 Nagasaki 105
Yamagata 81| Nagano 171 Hyogo 640/ Oita 169
Fukushima 107| Aichi 581| Okayama 158 Kumamoto 140
Niigata 139 Gifu 156| Hiroshima 186 Miyazaki 103
Tochigi 147 | Mie 121| Yamaguchi 123 Total (domestic) 11,880
Gunma 101| Ishikawa 104 Tottori 115
Saitama 532| Toyama 189 Shimane 12@

Chiba 464 | Fukui 106| Kagawa 131




[Other]

With regards to our efforts in Home Convenience Jime 2015, Lawson, Inc. jointly established an
operating companwith SG Holdings Co., Ltd., which owns Sagawa Espr€o., Ltd. as the core operating
company,and started to offer delivery and order-taking merwvith LAWSON stores serving as hubs.
Furthermore, we started “Convenience Store PiclSapvice” for items purchased at “Rakuten Ichibal, a
Internet shopping mall in September 2015. We wiilvs to enhance customer convenience by additipnal
partnering with other companies to establish an€i®platform” based on the networks of LAWSON stores

that offer a range of services encompassing orgecillection, and home delivery.

As a result, Domestic Convenience Store Businestefdayross operating revenue of 398,637 million yen

(up 0.8% year on year) and segment profit of 59/88fBon yen (down 6.1%).

(Seijo I'shii Business)

The number of directly operated Seijo Ishii stor@d)igh-end supermarket chain offering quality fod
reached 120 as of the end of February 2016. Peaftzenwas strong, driven by sales of coconut oil cid
seed that became popular after their positive hesffects were introduced on television and othedim
Collaborations between SEIJO ISHII and our DomeStaivenience Store Business were promoted, such as
expanding Seijo Ishii's selection of wine offered MATURAL LAWSON stores, jointly importing
confectionery, and rolling out jointly developedgucts including nuts and cup soup. We will corgiria
enhance the brand image and corporate value ofGBE3#IlI Co., Ltd., while absorbing the company’s
product development expertise, knowhow acquiredaasanufacturing retailer, and sales methods, to

strengthen our Domestic Convenience Store Business.

As a result, Seijo Ishii Business posted grossatipey revenue of 68,993 million yen (up 285.9% yesmr
year) and segment profit of 5,037 million yen ({9 2%).

(Entertainment-related Business)

With regards to Entertainment-related Business, doawHMYV Entertainment, which forms the core of
entertainment related business, posted a solidimeaince led by an increase in ticket sales andragd to
secure top position in the ticketing industry. Blesi HMV's largest entertainment complex store,
“HMV&BOOKS TOKYQ?”, that combines selling music anbooks, was opened in November 2015 in
Shibuya, the number of HMV stores that sell mudits@nd DVDs totaled 53 as of the end of Februafy620
We will strive to offer an even wider selectiongybducts and services to better respond to custosexls,
for example, by expanding our ticketing businessthermore, United Cinemas Co., Ltd. operatesa tift

38 sites with 342 screens (includes managementamihht its cinemas nationwide.

As a result, Entertainment-related business pogteds operating revenue of 75,040 million yen (up

44.0% year on year) and segment profit of 4,07@onilyen (up 57.5%).



(Other Business)
In addition to Domestic Convenience Store Busin8sgp Ishii Business, Entertainment-related Bussne
the Group also involved in Overseas Business, [EinhBervices-related Business and other businesses
With regards to Overseas Business, the Group’satipgr companies opened LAWSON stores in the
People’s Republic of China (Shanghai, Chonggindiadaand Beijing), Thailand, United States of Amar
(Hawaii), Indonesia and Philippines. In additiore Wwave invested in Puregold Price Club, Inc., aomaj
retailer in Philippines, and PG Lawson Company,.,Irec merged company, and started open stores in
Philippines since March 2015.
[Distribution of LAWSON Brand Stores Overseas bygRa]

Number of stores | Change duringl Number of stores
Country/Region (As of February 28, fiscal year (As of February 29,
2015) 2016)

China Shanghai and surrounding area 354 104 458
China Chongging 104 6 110
China Dalian 30 23 53
China Beijing 19 15 34
Thailand 32 15 47
Indonesia 48 (10) 38
Philippines — 16 16
United States of AmericaHawaii 3 Q) 2
Total 590 168 758

Lawson ATM Networks, Inc., which operates a FinahS8ervices-related Business, continued contrilgutin
to consolidated results owing to an increase inntlnmber of ATMs installed. In this fiscal 2015, réitag in
September 2015, we sequentially installed new ATt s capable of withdrawing Japanese Yen by China
UnionPay cards. Now, All LAWSON stores accept pagteeby China Unionpay cards. Moreover, we
strengthened partnership with new financial ingttu bringing the total number of our financial titigtion
partners to 80 nationwide (up 9 year on year),uiicig online banks, and the number of ATMs insthlle

nationwide to 11,201 (up 434 year on year) as ®fthd of February 2016.

As a result, other businesses posted gross opgratrenue of 46,921 million yen (up 23.3% year eary

and segment profit of 3,427 million yen (up 28.7%).

[Environmental and Social Contribution Activities|

As part of our initiative to reduce environmentalpiact on the entire supply chain, we will endeawor
save energy, resources and promote waste redustibonly at LAWSON stores but also throughout the
entire supply chain.

In particular, we promoted the introduction of atetof-the-art energy-saving chlorofluorocarborefre

(CO2 refrigerant) refrigerator/freezer system wvitie aim of reducing electricity consumption at stores.



As of the end of February 2016, the system wasaliest in approximately 1,300 stores. Compared to
conventional equipment used in our stores, the sgstem reduces annual CO2 emissions per store by
around 50%, and electricity consumption per stoyeabound 12%. By putting into practical use an
energy-saving package model centered on this syskenGroup will aim to achieve target of using 2@%s
electricity per store by fiscal 2020 compared te fiscal 2010 level. We received the 2015 Environime
Minister’'s Award for Global Warming Prevention Adties in recognition of our initiative in Indon@sto
save energy by leveraging cutting-edge technologieghermore, in February 2016, we opened a pitwe
focusing on environmental friendliness in Himeji;4Hyogo Prefecture. This is the first conveniestare to
adopt a biomass power generation system.

In our efforts to undertake social contribution idties at our stores, we continued activity named
“Happiness in Communities”, and also supportedubhofund-raising activities for disaster that ocedrin
foreign countries.

In addition, the Group issues the Lawson Integra®aport, which incorporates both financial and
non-financial information for all stakeholders, Vehialso making efforts to disclose on its website a
increasingly wider scope of information in the sdeind environmental fields.

As a member of society, the Group will continue n@ke unified group-wide efforts to implement
initiatives that aim to address social and envirental issues together with franchised stores,ustoters

and business partners.

(2) Profit and Loss
In terms of operating results for the fiscal yepnss operating revenue increased to ¥583,452omiflip
17.2% from last year), operating income increased/2,541 million (up 2.9% from last year), andioady
income decreased to ¥69,622 million (down 2.9% ftagt year). Net income decreased to ¥31,381 millio

(down 4.0% from last year).

(3) Outlook for Fiscal 2016

Outlook for the next fiscal year

1H of 2016 fiscal year 2016 fiscal year
Forecast (¥ Million) YoY (%) Forecast (¥ Million) oY (%)
Total operating revenue 313,000 108.2 648,000 11111
Operating income 39,500 93.9 76,000 104.8
Ordinary income 38,100 93.4 73,000 104.9
Net income 21,300 107.5 35,500 113.1




(4) Analysis of Financial Position
@ Total assets, total liabilities, total net assetalygsis

Total current assets stood at ¥224,209 milliormbéd ¥566 million from February 28, 2015, the efd o
the previous fiscal year. This reflected an inceea$ ¥9,069 million in accounts receivable-othed an
decrease of ¥6,961 million in cash and depositai-tNorent assets grew ¥38,031 million from Februz8y
2015 to ¥579,002 million, mainly owing to an incseaof ¥28,325 million in property and store equiptne
Consequently, total assets climbed ¥38,598 milfitmm the end of the previous fiscal year to ¥803,21
million.

Total current liabilities increased by ¥18,537 iaiill from the end of the previous fiscal year to 807
million, mainly reflecting an increase of ¥13,694llion in accounts payable-other. Non-current |laigs
stood at ¥210,607 million, growing ¥10,860 millivom February 28, 2015, mainly owing to an increase
¥11,886 million in lease obligations. Consequerttial liabilities increased by ¥29,398 million finathe end
of the previous fiscal year to ¥530,215 million.

Total net assets stood at ¥272,997 million, inaddsy ¥9,199 million from February 28, 2015. Thiasw
mainly due to an increase of ¥7,431 million in me¢a earnings. Consequently, shareholders’ eqaitip r
amounted to 32.9%, down from 33.5% as of the entieprevious fiscal year.

@ Cash flow analysis

Cash and cash equivalents at the end of the figzalamounted to ¥69,793 million, ¥6,961 milliomwéy
year on year.

Net cash provided in (used in) operating activit@sounted to ¥112,205 million, ¥1,637 million upaye
on year, mainly due to an increase of operatingrime

Net cash provided in (used in) investing activittesounted to ¥(68,657) million, ¥31,776 million héy
year on year, due to no purchase of investmergahsidiaries resulting in change in scope of cadatibn.

Net cash provided in (used in) financing activiteeaounted to ¥(50,201) million, ¥46,911 million lew

year on year, due to no proceeds from long-termdqeayable.



(Reference) Trends in cash flow indicators

2014 fiscal year | 2015 fiscal yeeli|2016 fiscal year
Shareholders’ equity ratio (%) 39(5 33.5 32.9
Shareholders’ equity ratio on market value basis (%6 113.6 102.3 108.3
Interest-bearing debt/cash flow ratio (years) 1.0 1.4 15
Interest coverage ratio (times) 63.2 75.3 57.5

(Note) Shareholders’ equity ratio: Shareholdecgiigy/Total assets

Shareholders’ equity ratio on market value basiarkdt capitalization/Total assets
Interest-bearing debt/cash flow ratio: Interestrivegpdebts/Cash flow provided by operating
activities
Interest coverage ratio: Cash flow provided by apeg activities/Interest expense

1. Allindices are calculated using consolidatedricial figures.

2. Market capitalization is calculated by multiglpsing share price at the end of period with the
number of shares outstanding at the end of peardyding treasury stock)

3. The figure for net cash provided by operatingvi®s in the consolidated statements of castvélo
is used as cash flow provided by operating actisitinterest-bearing debts refer to the sum for all
liabilities in the consolidated balance sheets biclvinterest is paid. The figure for interest paid

the consolidated statements of cash flows is usédterest expense.




2. Management Policy
(1) Basic M anagement Policy
The Company has formulated its corporate philos@shthe basis for all its corporate activities.
[Corporate Philosophy]

“Creating Happiness and Harmony in Our Commuriities

Furthermore, under corporate philosophy, the Comgaha new vision in order to clarify goal imagela
orient all business activities toward its goal imag
[Vision]

“To be a leading execution-driven company.

We think through the changing needs of our custemexkecute strategy with speed and become an

essential part of our communities.”

At the same time, in order to succeed this visioe,also have revised code of conducts to clariéy th
actions required for the individual and to movenfard with everyone united.
[Code of Conduct]
1. Everything starts with our customers, our comitiesand our stores.
2. Master the basics and strive to innovate.
3. Improve quality and speed of the PDCA (Plan-D@€k-Act) cycle.
4. Act with discipline, take initiative and successla team.

5. Pursue growth as individuals and support thevtirof others.

(2) Performance Indicators (Tar get)

From the perspective of medium-and-long-term mamege strategy, the Group believes that investing in
businesses with high return on investment (ROI) miéximize efficiency in the use of shareholderglity,
which will in turn enhance shareholder value. Theup regards return on equity (ROE) as the besturea
of optimal utilization of shareholders’ equity. Awdingly, the Group is targeting an ROE of 20% on a

consolidated basis over the medium term.

(3) Medium-and-L ong-Term M anagement Strategies
The business environment facing convenience sisrédgfined by several factors, including: populatio
decline arising from Japan’s declining birthrated aaging society; deflation; and stronger environtaken
awareness. Never before has the convenience stustiy experienced such an environment. Against th
backdrop, the Group recognizes the following a®rfyi issues ahead. The Group believes that itg cor

business strategies must address these priornitggss

(4) Priority Issues of the Group
@ Provide customers with enhanced support in theiy dée

In an effort to become an indispensable part ofaguers’ lives in local communities, we will strite
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further expand our merchandise assortment to iechudvider variety of daily necessities and readgena
dishes in addition to products and services offénedonventional convenience stores.
@ Evolve into a manufacturing retailer targeting dmatchment areas

By evolving into a manufacturing retailer deeplygaged in activities across the entire value chiaim
procurement of raw materials and ingredients toufauturing, logistics and sales, we will striveatthieve
cost reduction and quality improvement in our piciddo further strengthen our product appeal.
(® Take on challenges in future growth areas

We will continue to take on challenges to estabtistv business models in future growth areas nagt ionl
our domestic convenience store business, the amiadss of the Group, but also in various othddgisuch
as Seijo Ishii Business, Entertainment-related Bess, Overseas Business, Financial-related Busikéss
will also work hard to make maximum use of each Upr@ompany’s distinctive features to generate
synergistic effects.
@ Promote internal control systems and address apgnasks

In order to ensure business continuity, it is ingpige to foster the Group’s internal control in éstirety
and address operating risks. In addition, we belidnat taking a proactive approach to corporategance
is not only strongly desired by all the stakehatdef the Group, but also the right way to enhararparate

value. We will therefore continue to focus on preoimg internal control and addressing operatingsisk

(5) Other Important Managerial M atters

@ Improving New Merchandise Development Capabilities

While strengthening our ability to develop healtsgfe and reliable original merchandise, we wilband
our range of products that serve as alternativethdse offered by supermarkets to better suppat th
customers’ overall daily life. Furthermore, the Gpowill proactively develop merchandise suiteddgional
preferences by focusing on such aspects as tadtpraze. We will also rebuild our value chain spiagn
from merchandise development to procurement ofeidigints, production, and logistics and leverage the
Ponta card data to best effect. In this procegsGtoup aims to raise its original added value @exklop
merchandise that garners a strong customer response
@ Improving Store Operation Capabilities

With the aim of creating stores tailored to locaistomers in each neighborhood, we will promote
merchandise assortments from the customers’ pamgpdyy continuing to utilize Ponta card data. ¢diion,
by increasing our use of the core IT system, wé stilve to improve ordering precision in orderregluce
sales opportunity losses and product disposaldosse
® Reinforcing Store-Development Capabilities

With a view to creating stores that achieve highl,R@e will prioritize customer convenience and
profitability for both franchise store owners arehtiquarters in opening new stores by followingGineup’s
proprietary store development standard focused ©h Rurthermore, we will strive further to expartdre
network by building alliances with other companies.

@ Tailoring Store Formats to Suit Local Characteristi
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Conscious that market needs are becoming incrdgsingiplex and diversified, the Group provides stor
formats that offer retail spaces and merchandiseraments to suit the location. As for the Grougtsre
development strategy, regular LAWSON stores willopened to target customers seeking new merchandise
famous brand goods, and convenient services; andURAL LAWSON stores will be opened to target
customers seeking beauty, health, and amenity. LBWSSTORE 100 stores will be opened to target
customers seeking perishables packaged in smaititiga and easy-to-understand, standardized prices
® Enhance convenience by fostering a variety of sesvi

For the purpose of enhancing customer conveniemeayill offer a wider variety of services basedtba
Ponta card program, Loppi multimedia terminals, &IV services. In addition, we will expand our
e-payment services in an effort to allow custonenmmake payments more conveniently.
® Reviewing the Franchise Package to Promote Coemdstand Co-prosperity for Franchise Store

Owners and Headquarters

In our endeavor to address changes occurring irratal industry, we will promote co-existence and
co-prosperity for both franchise store owners agadguarters by increasing earnings on a stablemguing
basis through the Group’s proprietary initiativesich as expanding the customer base and reducing
opportunity loss, and by revising franchise agregse
@ Accelerating Business Reform through Capital andifass Alliances

The Group continues to effectively respond to tagidly changing social environment and the needs of
customers through capital and business allian@setiable it to improve profitability for both frelmise store

owners and the Group by seeking maximum benefitedficlency from the alliances.

3. Basic approach to selection of accounting standards
The Group has used Japanese accounting standadid)az no plan to apply International Financial
Reporting Standards (IFRS) for the time being. Gineup intends to respond appropriately to the apptn
of the International Financial Reporting StanddfBi®S) by considering the situation prevailing apan and

abroad.

12



4. Consolidated Financial Statements
(1) Consolidated Balance Sheet
Asof February 28, 2015 and February 29, 2016
(Millions of yen)

Previous fiscal year Current fiscal year
Asof Asof
February 28, 2015 February 29, 2016

Assets
Current assets:
Cash and deposits 76,758 69,797
Accounts receivable-due from franchised stores 37,052 30,547
Merchandise 17,044 17,976
Accounts receivable-other 58,666 67,736
Deferred tax assets 5,299 4,524
Other 31,400 33,635
Allowance for doubtful accounts (2,578) (8)
Total current assets 223,642 224,209

Non-current assets:
Property and store equipment:

Buildings and structures, net 153,375 167,098
Tools, furniture and fixtures, net 14,825 16,307
Land 9,640 9,794
Leased assets, net 91,661 101,546
Construction in progress 4,810 7,870
Other, net 123 143
Total property and store equipment 274,436 302,761
Intangible assets:
Software 18,800 26,377
Goodwill 48,189 46,309
Right of trademark 11,989 11,381
Other 550 527
Total intangible assets 79,530 84,595
Investments and other assets:
Investments securities 18,118 22,325
Long-term loans receivable 37,232 40,886
Guarantee deposits 93,205 92,495
Deferred tax assets 26,251 22,016
Other 13,316 14,782
Allowance for doubtful accounts (1,121) (860)
Total investments and other assets 187,004 191,645
Total non-current assets 540,971 579,002
Total assets 764,614 803,212
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(Millions of yen)

Previous fiscal year Current fiscal year
Asof Asof
February 28, 2015 February 29, 2016

Liabilities
Current liabilities:
Accounts payable-trade 103,458 112,225
Short-term loans payable 1,740 1,990
Current portion of long-term loans payable 575 575
Lease obligations 19,948 23,898
Accounts payable-other 43,518 57,214
Income taxes payable 13,301 8,500
Deposits received 103,634 101,908
Provision for bonuses 2,976 3,832
Other 11,916 9,462
Total current liabilities 301,069 319,607
Non-current liabilities:
Long-term loans payable 58,425 57,562
Lease obligations 76,174 88,060
Provision for retirement benefits to executive officers 367 13
and audits & supervisory board members
Net defined benefit liability 12,958 12,186
Asset retirement obligations 21,530 24,664
Other 30,290 27,719
Total non-current liabilities 199,746 210,607
Total liabilities 500,816 530,215
Net assets
Shareholders’ equity:
Capital stock 58,506 58,506
Capital surplus 47,696 47,697
Retained earnings 147,177 154,608
Treasury shares (1,272) (1,280)
Total shareholders’ equity 252,107 259,532
Accumulated other comprehensive income:
Valuation difference on available-for-sale securities (393) 801
Revaluation reserve for land (566) (566)
Foreign currency translation adjustment 5,492 5,531
Remeasurements of defined benefit plans (518) (906)
Total accumulated other comprehensive income 4,014 4,860
Subscription rights to shares 223 307
Minority interests 7,452 8,296
Total net assets 263,797 272,997
Total liabilities and net assets 764,614 803,212
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(2) Consolidated Statement of Income and Consolitied Statement of Comprehensive Income

Consolidated Statement of Income
For the fiscal years ended February 28, 2015 and February 29, 2016
(Millions of yen)

Previousfiscal year Current fiscal year
From March 1,2014 From March 1,2015
to February 28, 2015 to February 29, 2016

Gross operating revenue 497,913 583,452
Net sales 174,044 227,606
Cost of sales 128,116 155,949
Gross profit 45,928 71,656
Operating revenue:
Income from franchised stores 247,681 261,681
Other operating revenue 76,188 94,165
Total operating revenue 323,869 355,846
Operating gross profit 369,797 427,503
Selling, general and administrative expenses 299,315 354,961
Operating income 70,482 72,541
Non-operating income:
Interest income 830 759
Compensation income 365 646
Share of profit of entities accounted for using equity 365 292
method
Store equipment related income 118 318
Foreign exchange gains 1,585 —
Other 1,481 837
Total non-operating income 4,746 2,853
Non-operating expenses:
Interest expenses 1,520 1,903
Loss on cancellation of leases 1,168 1,953
Foreign exchange losses — 914
Other 825 1,002
Total non-operating expenses 3,514 5,772
Ordinary income 71,714 69,622
Extraordinary income:
Gain on sales of investment securities 369 —
Gain on change in equity 756 892
Total extraordinary income 1,126 892
Extraordinary losses:
Loss on sales of non-current assets 249 228
Loss on retirement of non-current assets 2,966 4,342
Impairment loss 8,263 10,542
Loss on liquidation of business 1,519 —
Other 1,469 —
Total extraordinary losses 14,469 15,112
Income before income taxes and minority interests 58,370 55,402
Income taxes-current 24,938 19,233
Income taxes-deferred 312 4,031
Income taxes 25,250 23,265
Income before minority interests 33,120 32,136
Minority interests in income 433 755
Net income 32,686 31,381
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Consolidated Statement of Comprehensive Income
For the fiscal years ended February 28, 2015 and February 29, 2016
(Millions of yen)

Previous fiscal year Current fiscal year
From March 1,2014 From March 1,2015
to February 28, 2015 to February 29, 2016
Income before minority interests 33,120 32,136
Other comprehensive income
Valuation difference on available-for-sale securities (299) 1,195
Revaluation reserve for land 1 —
Foreign currency translation adjustment 961 (15)
Remeasurements of defined benefit plans — (387)
Share of other comprehensive income of associates
: ) 1,441 —
accounted for using equity method
Total other comprehensive income 2,104 792
Comprehensive income 35,224 32,928
Comprehensive income attributable to
Owners of the parent 34,762 32,227
Minority interests 461 701
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(3) Consolidated Statement of Changesin Net Assets
For the fiscal year ended February 2015 (From Marc@014 to February 28, 2015)

(Millions of yen)

Shareholders’ equity

Capital stock | Capital surplus Retained earnings Treasury sharesotal 3hareholders' equity
Balance at beginning of current period 58,506 47,741 138,141 (1,556) 242,832
Cumulative effects of changes in -
accounting policies
Restated balance 58,506 47,741 138,141 (1,556) 242,832
Changes of items during period
Dividends from surplus (22,979) (22,979)
Change of scope of equity method (608) (608)
Net income 32,686 32,686
Purchase of treasury shares (289) (289)
Disposal of treasury shares 0 0 0
Reversal of revaluation reserve for land (1) 1)
Exercise of subscription rights to shares
(Delivery of treasury shares) (44) (63) 573 465
Net changes of items other than
shareholders' equity
Total changes of items during period — (44) 9,035 284 9,274
Balance at end of current period 58,506 47,696 147,177 (1,272) 252,107
(Millions of yen)
Accumulated other comprehensive income
Subscription| ,,. .
Valuation difference o ) Foreign currenc; Remeasuremem{s-rom accumulated  rights to Mlnorlty Total net
available-for-sale rezgy\?eluf?rl?an nd translation of defined benefifother comprehensiy shares interests assets
securities adjustment plans income
s::f(‘)r(‘fe atbeginning of current (93) (567) 3,118 - 2,456 557| 4650| 250,497
Cumulative effects of changes ip o
accounting policies
Restated balance (93) (567) 3,118 — 2,456 557 4,650 | 250,497
Changes of items during period
Dividends from surplus (22,979)
Change of scope of equity method (608)
Net income 32,686
Purchase of treasury shares (289)
Disposal of treasury shares 0
Reversal of revaluation reserve
(€]
land
Exercise of subscription rights tp
shares 465
(Delivery of treasury shares)
Net changes of items other thal
shareholders' equity (299) 1 2,374 (518) 1,557 (334) 2,801 4,024
;gtrfg Shanges of items during (299) 1 2374 (518) 1,557 (334)|  25801| 13,299
Balance at end of current period 393) (566) 5,492 (518) 4,014 223 7,452| 263,797
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Consolidated fiscal year ended February 2016 (Avtarch 1, 2015 to February 29, 2016)

(Millions of yen)

Shareholders’ equity
Capital stock | Capital surplus Retained earnings Treasury sharesotal 3hareholders' equity

Balance at beginning of current period 58,506 47,696 147,177 (1,272) 252,107
Restated balance 58,506 47,696 148,588 (1,272) 253,519
Changes of items during period

Dividends from surplus (24,249) (24,249)

Change of scope of consolidation (1,111) (1,111)

Net income 31,381 31,381

Purchase of treasury shares (8) (8)

Disposal of treasury shares 0 0 1

Net changes of items other than

shareholders' equity
Total changes of items during period — 0 6,020 @) 6,013
Balance at end of current period 58,506 47,697 154,608 (1,280) 259,532

(Millions of yen)

Accumulated other comprehensive income
Subscription| . .
Valuation difference of ) Foreign currency Remeasurements Total accumulated ~ rights to Mlnomy Total net
. Revaluation ) i ) - interests| assets
available-for-sale translation of defined benefifother comprehensiy shares
reserve for lang :
securities adjustment plans income
g::%’;ce at beginning of current (393) (566) 5,492 (518) 4,014 223 | 7452 | 263,797
Cumulative effects of changes in 1411
accounting policies '
Restated balance (39B) (566) 5,492 (518) 4,014 223 7,452 | 265,209
Changes of items during period
Dividends from surplus (24,249)
Change of scope of consolidation (1,111)
Net income 31,381
Purchase of treasury shares (8)
Disposal of treasury shares 1
Net changes of items other thal o
shareholders' equity 1195 38 (387) 845 84 844 1,774
Totgl changes of items during 1,195 o 28 (387) 845 84 844 7788
period
Balance at end of current period 801 (566) 5,531 (906) 4,860 307 8,296 | 272,997
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(4) Consolidated Satement of Cash Flows
For the fiscal year ended February 28, 2015 and February 29, 2016

(Millions of yen)

Previous fiscal year

Current fiscal year

From March 1,2014 From March 1,2015
to February 28, to February 29,
2015 2016
Net cash provided by (used in) operating activities:
Income before income taxes and minority interests 58,370 55,402
Depreciation and amortization 41,825 49,293
Impairment loss 8,263 10,542
Increase (decrease) in allowance for doubtful accounts (170) (312)
Interest income (830) (759)
Interest expenses 1,520 1,903
Loss on retirement of non-current assets 2,966 4,342
Decrease (increase) in notes and accounts receivable-trade (4,584) 6,307
Decrease (increase) in accounts receivabl e-other (3,439 (12,619)
Increase (decrease) in notes and accounts payable-trade 8,278 9,548
Increase (decrease) in accounts payable-other 12,288 12,620
Increase (decrease) in deposits received 15,609 (1,724)
Increase (decrease) in provision for retirement benefits (12,275) —
Increase (decrease) in net defined benefit liability 12,958 696
Other (4,385) 2,140
Subtotal 137,397 137,380
Interest income received 814 759
Interest expenses paid (1,467) (1,950)
Income taxes paid (26,176) (23,985)
Net cash provided by (used in) operating activities 110,567 112,205
Net cash provided by (used in) investing activities:
Payments into time deposits (11,204) (1,301)
Proceeds from withdrawal of time deposits 19,204 1,301
Purchase of property and store equipment (41,052) (40,883)
Purchase of intangible assets (7,901) (15,609)
Purchase of shares of subsidiaries and associates (3,335) (3,361)
Purchase of investments in subsidiaries resulting in change in scope .
A (41,381)
of consolidation
Decrease (increase) in long-term loans receivable - net (4,633) (3,631)
Other (10,129) (5,171)
Net cash provided by (used in) investing activities (100,433) (68,657)
Net cash provided by (used in) financing activities:
Proceeds from long-term loans payable 59,000 -
Repayments of long-term loans payable (21,590) (862)
Repayments of |lease obligations (20,531) (25,302)
Proceeds from share issuance to minority shareholders 2,000 —
Cash dividends paid (22,979) (24,249)
Other 811 213
Net cash provided by (used in) financing activities (3,289 (50,201)
Effect of exchangerate change on cash and cash equivalents 1,150 (451)
Net increase (decrease) in cash and cash eguivalents 7,995 (7,105)
Cash and cash equivalents at beginning of period 68,759 76,754
Increase (decrease) in cash and cash equivalentsresulting from . 144
change of scope of consolidation
Cash and cash eguivalents at end of period 76,754 69,793
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(5) Notesto Consolidated Financial Satements
(Notes Concer ning Going Concer n Assumption)

None

(Basis of Presentation the Consolidated Financial Statements)
1. Scope of consolidation
(1) Number of consolidated subsidiaries: 18

(Domestic)

(Foreign)

Lawson HMV Entertainment, Inc.

Lawson ATM Networks, Inc.

BestPractice, Inc.

SCI, Inc.

Lawson Mart, Inc.

Lawson HMV Entertainment United Cinemas Holdings.. |
United Entertainment Holdings Co., Ltd.

United Cinemas Co., Ltd.

SEIJO ISHII CO., LTD.

Chongging Lawson, Inc.

Shanghai Hualian Lawson, Inc.

Dalian Lawson, Inc.

Lawson (China) Holdings, Inc.

Lawson Asia Pacific Holdings Pte. Ltd.
Saha Lawson Co., Ltd.

Shanghai Le Song Trading Co., Ltd.
Shang Hai Gong Hui Trading Co., Ltd.
Zhejiang Lawson, Inc.

Among the companies mentioned above, Shanghai bg $oading Co., Ltd., Shang Hai Gong Hui
Trading Co., Ltd. and Zhejiang Lawson, Inc. haverbécluded in the scope of consolidation starting
from the current consolidated fiscal year due twéasing materiality.

(2) Names of nonconsolidated subsidiaries and others

(Domestic)

(Foreign)

LAWSONWILL, Inc.

HATS UNLIMITED CO., LTD.

Food Marketing Japan, Inc.
Seikaken, Inc.

Lawson Syuhan, Inc.

TOKYO EUROPE TRADE CO., LTD.
SG Lawson, Inc.

Success Tours, Inc.

Lawson Digital Innovation Inc.

Lawson USA Hawaii, Inc.
Beijing Lawson, Inc.
BEIJING LUOSONG Co., Ltd

(Reasons for exclusion from the scope of consatidat
The above nonconsolidated subsidiaries have bednded from the scope of consolidation because
they are all small in scale and their total assetd, sales, net income/loss (corresponding to yquit
interest) and retained earnings (correspondingjuiteinterest) and others have no material infageon
the consolidated financial statements.
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2. Application of the equity method
(1) Number of affiliated companies to which the equitgthod is applied: 3
(Domestic)  Lawson Okinawa, Inc.
Lawson Minamikyushu, Inc.
Lawson Kochi, Inc.
Lawson Kochi, Inc., which was established during tlurrent fiscal year and 49% of the shares of lwhic
the Company owns, has been included in the scofieeaquity method.

(2) The Company excluded from the scope of the equéthod affiliate nonconsolidated subsidiaries
LAWSONWILL, Inc., HATS UNLIMITED CO., LTD., Food Meketing Japan, Inc., Seikaken, Inc.,
Lawson Syuhan, Inc., TOKYO EUROPE TRADE CO., LTBG Lawson, Inc., Success Tours, Inc., Lawson
Digital Innovation Inc. and Lawson USA Hawaii, In&eijing Lawson, Inc., BEIJING LUOSONG Co., Ltd.

and affiliated companies Double Culture Partners, Ctl., Daichi Wo Mamoru Kai, Co., Ltd., Loyalty
Marketing, Inc., MC Retail Energy Co., Ltd., Laws@taff, Inc., AUGUSARENA CORPORATION,,
Lawson System Labo LLP, Theatre VR LLP, PG Lawsam@any, Inc., Lawson Farm Chiba and others
were excluded from the scope of the equity-mettféilibée because net income/loss (correspondingcoity
interest) and retained earnings (correspondinggtatye interest) of these nonconsolidated subsie&end
affiliated companies have minimal influence on toasolidated financial statements and are negégivien

in aggregate.

3. Fiscal year end of the consolidated subsidiaries

The balance sheet date of SEIJO ISHII CO., LTD.origging Lawson, Inc., Shanghai Hualian Lawson,
Inc., Dalian Lawson, Inc., Lawson (China) Holdings;., Shanghai Le Song Trading Co., Ltd., Shang Ha
Gong Hui Trading Co., Ltd., Zhejiang Lawson, Innd&Saha Lawson Co., Ltd. is December 31. In order t
prepare the consolidated financial statements,Gbmpany used these companies’ financial information
prepared as of such balance sheet date and sagifiransactions which occur between the balaneet state
and the consolidated balance sheet date are adipsteequired for consolidation.

From this current consolidated fiscal year, theabed¢ sheet date of Lawson HMV Entertainment United
Cinema Holdings, Inc., United Entertainment Holdingo., Ltd. and United Cinemas Co., Ltd. have been
changed from March to February and become the ssitheconsolidated balance sheet date. Thus, their
accounting period is 14 months in this current otidated fiscal year.

The fiscal year end date for the other consolidatdssidiaries corresponds with the balance sheet da

4. Summary of Significant Accounting Policies
(1) Valuation basis and method for important assets
O Securities:
Marketable securities and investments in securities

Available-for-sale securities:
Securities whose market value is readily determéab
Recorded at market value with net unrealized gais losses as a separate component of net
assets. The cost of securities sold is determiasddon the moving-average method.
Other:
Stated at cost determined by the moving-averaghadet
@ Merchandise inventories:

Merchandise:
Stated at cost determined mainly by the retail wetfthe book value in the balance sheet is
written down based on the decline in profitabil

(2) Depreciation method of depreciable assets
O Property and store equipment (except for leasdsjsse
Mainly computed by the straight-line method.
The ranges of useful lives are from 10 to 34 yé&arsuildings and structures and from 5 to 8 years
for tools, furniture and fixtures.
@ Intangible assets (except for lease assets):
Computed by the straight-line method.
Costs of software for internal use are amortizedhgystraight-line method over 5 years, which is
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the estimated useful life. Furthermore, for righittademark, amortization is mainly computed
using the straight-line method over 20 years.
@ Lease assets:
Leased assets related to finance leases that doansfer ownership of leased property
The Company applies the straight-line method uliegease term as the useful life and a residual
value of 0 yen.

(3) Accounting standard for important reserves

D Allowance for doubtful accounts:
Allowance for doubtful accounts is provided at tamount of possible losses from uncollectible
receivables based on the actual rate of losses hamhdebt for ordinary receivables and on estimated
recoverability for specific doubtful receivables.

@ Provision for bonuses:
Provision for bonuses is provided for paymentsmpkyees’ bonuses based on the estimated amounts.

@ Provision for retirement benefits to executiveaaffs and audit & supervisory board members:
Provision for retirement benefits to executive adfis of the Company and audit & supervisory board
members of consolidated subsidiaries is recordéeéminternal regulations.

(4) Accounting method for retirement benefits

D Period attributable method of estimated amounetifament benefits
In calculating retirement benefit obligation, irder to attribute estimated amount of retiremenefitn
in the period up to the end of the current fisery it is based on the benefit formula basis.

@ Cost treatment method of actuarial difference amat gervice cost
Prior service cost is amortized starting the fisgadr incurred mainly on a straight-line basis oaer
certain period (10 years) within an average remagirsiervice period of employees at the time of their
occurrence.
Actuarial differences are mainly amortized from following fiscal year on a straight-line basis pee
certain period (10 years) within an average remagirsiervice period of employees at the time of their
occurrence.
Certain consolidated subsidiaries apply the singgifmethod to estimate the amount required for
voluntary resignations at the end of the fiscakrysathe retirement benefit liability in order @leulate
net defined benefit liability and retirement behefipenses.

(5) Important foreign currency transactions and foraigmency financial statements
All short-term and long-term monetary receivabled payables denominated in foreign currencies are
translated into Japanese yen at the exchangeatthe consolidated balance sheet date. The foreign
exchange gains and losses from translation argnézed in the consolidated statement of income. The
consolidated balance sheet accounts as well asuevand expense accounts of foreign subsidiaries
and affiliated companies are translated into Jagmngn at the current exchange rate as of the
consolidated balance sheet date except for shaetsdoequity, which is translated at the historiceé.
Differences arising from such translation are shasriforeign currency translation adjustments” and
“minority interests,” a separate component of rssets.

(6) Amortization method and period of goodwill
Goodwill is amortized on a straight-line basis otfer relevant years, depending on the reason éor th
occurrence of goodwill, with a maximum of 20 years.

(7) Cash and cash equivalents in the consolidatedhstateof cash flows
Cash and cash equivalents in the consolidatednstateof cash flows include cash on hand, demand
deposits and short-term investments due within 3ithe from the acquired date, which are easily
convertible into cash with little risk of value fiwation.

(8) Other significant items related to the preparatibnonsolidated financial statements

Accounting for consumption tax:
Consumption tax and local consumption tax are ateolfor using the tax exclusion method.
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(Changesin Accounting Palicies)

The Company adopted “Accounting Standard for Retingt Benefits” (ASBJ Statement No. 26 issued
on May 17, 2012, hereinafter “Accounting Standaedilfment Benefits”) and “Guidance on Accounting
Standard for Retirement Benefits” (ASBJ Guidance. 186 issued on March 26, 2015, hereinafter
“Guidance Retirement Benefits”) from this consolath fiscal year included stipulations stated in the
main clause of paragraph 35 of Accounting Standretirement Benefits, and the main clause of
paragraph 67 of Guidance Retirement Benefits. Thengany reviewed the calculation method of
retirement benefit liabilities and service costamfped the standard of payment period of retirement
benefits estimated amounts from period straiglg-basis recorded to benefit formula basis. The agkth
for calculating the discount rate was changed ftbenmethod in which bond duration, a base used for
calculating the discount rate, was decided basethemumber of years that approximates the average
remaining service period of the employees, to tle¢hod in which multiple discount rates are caledat
in accordance with the expected payment perioétiement benefits.

The application of such as accounting standardsdtirement benefits has followed the transitional
treatment stipulated in paragraph 37 of AccounSt@ndard Retirement Benefits, and the impact due to
change of calculation method of retirement beri&fiilities and service cost was charged to Rethine
earnings at the beginning of this consolidatedifigear.

As a result, net defined benefit liability as o&theginning of this consolidated fiscal year deseea
¥2,130 million, while retained earnings increaség¥1 million. The impact of this change on opegti
income, ordinary income, and income before incomeg and minority interests for this consolidated
fiscal year is immaterial.

The impact on information per share date is deedrih the relevant section.
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(Accounting Standards Issued but not yet Effective)

“Implementation Guidance on Recoverability of Dedek Tax Assets” (Accounting Standards
Implementation Guidance No.26, December 28, 2015)

(1) Outline
With regard to treatments concerning the recovétahif deferred tax assets, necessary reviewshef t
following have been made, basically following thatework of Auditing Standards Board Report No.6&he
Japanese Institute of Certified Public Accountarte “Audit Treatment of Judgments with Regard to
Recoverability of Deferred Tax Assets," which cifiss companies into five groups and estimateg¢icerded
amount of deferred tax assets in accordance wiithctzssifications.
O The treatment of companies that do not fulfill asfythe requirements of classifications pertainiog t
(Classification 1) to (Classification 5)
@ Requirements of classifications pertaining to (€ifiation 2) and (Classification 3)
@ Treatment related to deductible temporary diffeesth@t cannot be scheduled at companies thatrfdéu
(Classification 2)
@ Treatment related to the reasonable period whematidn of deductible temporary difference and othe
taxable income before addition or subtraction issille at companies that fall under (Classifica8dn
® For companies that fulfill the requirements of slfisation pertaining to (Classification 4), theatment
in cases where they fall under (Classification 2jGlassification 3)

(2) Scheduled implementation date
Implementation is scheduled from the beginnincheffiscal year ending February 2018.

(3) Impact of the application of said accountirgnstards, etc.

The amount of impact is being evaluated at the twhepreparation of these consolidated financial
statements.

“Accounting Standard for Business Combinations” ¢danting Standard No. 21, September 13, 2013)

“Accounting Standard for Consolidated Financialt&tsents” (Accounting Standard No. 22, September 13,
2013)

“Accounting Standard for Business Divestitures” ¢danting Standard No. 7, September 13, 2013)

“Accounting Standard for Earnings Per Share” (Actting Standard No. 2, September 13, 2013)

“Implementation Guidance on Accounting StandardBuasiness Combinations and Accounting Standard for
Business Divestitures” (Accounting Standards Im@etation Guidance No.10, September 13, 2013)

“Implementation Guidance on Accounting Standard fearnings Per Share” (Accounting Standards
Implementation Guidance No.4, September 13, 2013)

(1) Outline
This Accounting Standard has been amended maini@ithe treatment of change in equity interest of the
parent company in a subsidiary in additional adtjars of subsidiary shares when control is contiu@
treatment of acquisition-related cos@;the representation of net profit and the changefminority interest
to no controlling interest; an@ temporary accounting treatment.

(2) Scheduled application date
Implementation is scheduled from the beginnincheffiscal year ending February 2017.

(3) Influence from the application of the relevAstounting Standards

The amount of impact is being evaluated at the difgreparation of these consolidated financiaiestents.
Influence on the financial statements in its prapan is under evaluation.
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(Changesin Presentation)
(Consolidated Balance Sheets)

In the “Current assets” section, “Prepaid expensess presented separately in the previous fiscal. ya
order to increase clarity of consolidated finansi@tements from the current fiscal year, “Pregaipenses”
is now included in “Other.” To reflect this change method of presentation, the consolidated fingnci
statements for the previous fiscal year have beelassified.

As a result, in the “Current assets” section, 12,&fllion yen that was presented as “Prepaid ex@&ns
the Consolidated Balance Sheets for the previsgsifiear is now included in “Other.”

In the “Property and store equipment” section, assets of each asset account, which are “Aceatetll
depreciation”, were presented separately in thevigue fiscal year. In order to increase clarity of
consolidated financial statements from the curfistal year, each asset account is now presented af
offsetting their balances with contra assets wthite balances of contra assets are now presentecteés of
“Accumulated depreciation of property and storeigepent”. To reflect this change in method of preagan,
the consolidated financial statements for the evifiscal year have been reclassified.

As a result, in the “Property and store equipmesgttion, 313,867 million yen of “Building and
structures” and (160,491) million yen of its contrsset “Accumulated depreciation”, 74,270 milliaamyof
“Tools, furniture and fixtures” and (59,445) miltioyen of its contra asset “Accumulated deprecidtion
154,932 million yen of “Lease assets” and (63,2T0ijlion yen of its contra asset “Accumulated
depreciation”, and 572 million yen of “Other” and48) million yen of its contra asset “Accumulated
depreciation”, are now presented as “Building amdictures, net”, “Tools, furniture and fixturesth
“Lease assets, net” and “Other, net”.

In the “Intangible assets” section, “Software irogness” was presented separately in the previsgalfi
year. In order to increase clarity of consoliddiadncial statements from the current fiscal yé8gftware in
progress” is now included in “Software.” To refleébfs change in method of presentation, the codatdd
financial statements for the previous fiscal yemarehbeen reclassified.

As a result, in the “Intangible assets” sectiorf93, million yen that was presented as “Software in
progress” in the Consolidated Balance Sheets fopthvious fiscal year is now included in “Software

In the “Investments and other assets” section, Y-term prepaid expenses” was presented separately i
the previous fiscal year. Due to a decline in firiah materiality, “Long-term prepaid expenses” iswn
included in “Other.” To reflect this change in madhof presentation, the consolidated financiakestegnts for
the previous fiscal year have been reclassified.

As a result, in the “Investments and other asssistion, 9,912 million yen that was presented amy-
term prepaid expenses” in the Consolidated Bal&@twets for the previous fiscal year is now included
“Other.”

In the “Current liabilities” section, “Accounts palyle-trade for franchised stores” was presentedraégly
in the previous fiscal year. In order to increak®ity of consolidated financial statements from tturrent
fiscal year, “Accounts payable-trade for franchistares” is now included in “Accounts payable-tradeo
reflect this change in method of presentation cthesolidated financial statements for the previmeal year
have been reclassified.

As a result, in the “Current liabilities” sectid®3,385 million yen that was presented as “Accopatgble-
trade for franchised stores” in the ConsolidatethBee Sheets for the previous fiscal year is nahugted in
“Accounts payable-trade.”

In the “Current liabilities” section, “Due to frahised stores” was presented separately in the qusvi
fiscal year. In order to increase clarity of comdated financial statements from the current fisesdr, “Due
to franchised stores” is now included in “Other.b Teflect this change in method of presentatioe, th
consolidated financial statements for the previgezal year have been reclassified.

As a result, in the “Current liabilities” sectioh,507 million yen that was presented as “Due tadhésed
stores” in the Consolidated Balance Sheets foptheious fiscal year is now included in “Other.”

In the “Non-current liabilities” section, “Long-ter guarantee deposited” was presented separatahein
previous fiscal year. Due to a decline in finanaiadteriality, “Long-term guarantee deposited” isvno
included in “Other.” To reflect this change in madhof presentation, the consolidated financiakestegnts for
the previous fiscal year have been reclassified.
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As a result, in the “Non-current liabilities” semti, 29,992 million yen that was presented as “Ltarg:
guarantee deposited” in the Consolidated Balana@etShfor the previous fiscal year is now included i
“Other.”

(Consolidated Statement of Income)

In the “Non-operating income” section, “Compensatincome” was included in “Other” in the previous
fiscal year. Due to an increase in financial matiyi, “Compensation income” is now separately presd.
To reflect this change in method of presentatibe, donsolidated financial statements for the previiscal
year have been reclassified.

As a result, in the “Non-operating income” sectithe 365 million yen that was included in “Othen"the
Consolidated Statement of Income for the previ@meaf year is now presented as “Compensation income

In the “Non-operating income” section, “Share obfiirof entities accounted for using equity methes
included in “Other” in the previous fiscal year. ®to an increase in financial materiality, “Shaf@wfit of
entities accounted for using equity method” is remparately presented. To reflect this change imoceof
presentation, the consolidated financial statemfentthe previous fiscal year have been reclaskifie

As a result, in the “Non-operating income” sectithg 365 million yen that was presented as “Otlethe
Consolidated Statement of Income for the previdaeaf year is now presented as “Share of profirdfties
accounted for using equity method.”

In the “Non-operating income” section, “Store equent related income” was included in “Other” in the
previous fiscal year. Due to an increase in finahoiateriality, “Store equipment related income™nisw
separately presented. To reflect this change ihacebf presentation, the consolidated financialestants
for the previous fiscal year have been reclassified

As a result, in the “Non-operating income” sectithe 118 million yen that was presented as “Otlethe
Consolidated Statement of Income for the previdgsrsaf year is now presented as “Store equipmentae!
income.”

In the “Non-operating income” section, “Penaltyonte” was presented separately in the previouslfisca
year. Due to a decline in financial materiality etRalty income” is now included in “Other.” To rettethis
change in method of presentation, the consolidfiegicial statements for the previous fiscal yeamrenbeen
reclassified.

As a result, in the “Non-operating income” sectitime 618 million yen that was presented as “Penalty
income” in the Consolidated Statement of Incometierprevious fiscal year is now included in “Other

In the “Extraordinary losses” section, “Loss onesabf non-current assets” was included in “Otharthie
previous fiscal year. In order to increase claafyconsolidated financial statements from the aurfescal
year, “Loss on sales of non-current assets” is aeparately presented. To reflect this change imocgebf
presentation, the consolidated financial statemfentthe previous fiscal year have been reclaskifie

As a result, in the “Extraordinary losses” sectithig 249 million yen that was presented as “Otliweithe
Consolidated Statement of Income for the previdsisaf year is now presented as “Loss on sales pf no
current assets.”

(Consolidated Statement of Cash Flows)

In the “Cash flow from operating activities” sectjo‘Decrease (increase) in inventories” was present
separately in the previous fiscal year. Due to elide in financial materiality, “Decrease (increpse
inventories” is now included in “Other.” To refletiis change in method of presentation, the codatdd
financial statements for the previous fiscal yemrehbeen reclassified.

As a result, in the “Cash flow from operating aiti@s” section, (2,588) million yen that was presehas
“Decrease (increase) in inventories” in the Comid Statement of Cash Flows for the previouslfigear
is now included in “Other.”

In the “Cash flow from operating activities” sectjd‘Increase (decrease) in accrued consumptiorstaxe
was presented separately in the previous fiscal. yi@ae to a decline in financial materiality, “lease
(decrease) in accrued consumption taxes” is nowdec in “Other.” To reflect this change in methofl
presentation, the consolidated financial statemfentthe previous fiscal year have been reclaskifie

As a result, in the “Cash flow from operating aiti@s” section, 5,721 million yen that was presenées
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“Increase (decrease) in accrued consumption taixesfie Consolidated Statement of Cash Flows for the
previous fiscal year is now included in “Other.”

In the “Cash flow from operating activities” sectjd'Increase (decrease) in guarantee depositsvextei
was presented separately in the previous fiscal. yaaorder to increase clarity of consolidatedafinial
statements from the current fiscal year, “Incre@eerease) in guarantee deposits received” is noluded
in “Other.” To reflect this change in method of geatation, the consolidated financial statementsife
previous fiscal year have been reclassified.

As a result, in the “Cash flow from operating aiti@s” section, (2,307) million yen that was presehas
“Increase (decrease) in guarantee deposits receinetthe Consolidated Statement of Cash Flows Far t
previous fiscal year is now included in “Other.”

In the “Cash flow from investing activities” seatio“Purchase of investment securities” was presente
separately in the previous fiscal year. Due to elide in financial materiality, “Purchase of invesnt
securities” is now included in “Other.” To refletttis change in method of presentation, the constal
financial statements for the previous fiscal yemarehbeen reclassified.

As a result, in the “Cash flow from investing aitas” section, (6,507) million yen that was prewsehas
“Purchase of investment securities” in the Constéid Statement of Cash Flows for the previous Ifigear
is now included in “Other.”

In the “Cash flow from investing activities” seatio“Decrease (increase) in short-term loans rebéa
was presented separately in the previous fiscal. y@ae to a decline in financial materiality, “Dease
(increase) in short-term loans receivable” is naaluded in “Other.” To reflect this change in mathof
presentation, the consolidated financial statemfentthe previous fiscal year have been reclassifie

As a result, in the “Cash flow from investing adtes” section, 3,135 million yen that was presednées
“Decrease (increase) in short-term loans receiVabléhe Consolidated Statement of Cash Flows Far t
previous fiscal year is now included in “Other.”

In the “Cash flow from investing activities” seatio“Purchase of long-term prepaid expenses” was
presented separately in the previous fiscal yeae @ a decline in financial materiality, “Purchagdong-
term prepaid expenses” is now included in “Othdrd’ reflect this change in method of presentatibwe, t
consolidated financial statements for the previgezal year have been reclassified.

As a result, in the “Cash flow from investing aitas” section, (3,806) million yen that was prewsehas
“Purchase of long-term prepaid expenses” in thesGlidated Statement of Cash Flows for the previimesl
year is now included in “Other.”
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(Notesto Consolidated Balance Sheet)

*1. Accumulated depreciation of property and stegaipment

Previous fiscal year
As of February 28, 2015

Current fiscal year
As of February 29, 2016

Accumulated depreciation

¥283,656 million

¥291,655 million

*2. Investment in nonconsolidated subsidiaries affitlated companies

Previous fiscal year
As of February 28, 2015

Current fiscal year
As of February 29, 2016

Investments securities (stock) ¥9,784 million ¥12,205 million
(Investment amount for jointly-controlled companies — (¥1,017million)

Investments securities (bond) ¥233 million ¥272 million

Other (other equity investments) ¥1,662 million ¥3,394 million
(Investment amount for jointly-controlled companies — (¥47 million)

*3. Revaluation of land used for business

Land used for business was revalued on the basseipiped by the Law Concerning Revaluation of Land
(Law No. 34, March 31, 1998). The resulting revibradifference has been included in net asselsas

revaluation difference.
Revaluation method:

The value of land is determined based on the r@aed prices adjusted reasonably as stipulated in
Article 2, Item 4 of the Ordinance Implementing tteav Concerning Revaluation of Land (Government
Ordinance No. 119, March 31, 1998) and the assasded as stipulated in Article 2, Item 5 of thenga

Ordinance.
Date of revaluation: February 28, 2002

Previous fiscal year
As of February 28, 2015

Current fiscal year
As of February 29, 2016

The difference between book value and market \

of the revalued land as of balance sheet date

alue

¥314 million

¥308 million

*4. Collateral assets and liabilities collateratize

Assets with collateral pledged as collateral arfobows.

Previous fiscal year
As of February 28, 2015

Current fiscal year
As of February 29, 2016

Cash and deposits

¥416 million

¥2.399 million

In addition to the above, consolidated subsidigrass to be pledged as collateral are as follows.

Previous fiscal year
As of February 28, 2015

Current fiscal year
As of February 29, 2016

Shares of consolidated subsidiaries
(Amount before elimination)

¥16,614 million

¥16,614 million

Collateral liabilities are as follows.

Previous fiscal year
As of February 28, 2015

Current fiscal year
As of February 29, 2016

Short-term loans payable ¥1,000 million ¥1,000 million
Current portion of long-terms loans payable ¥57Hioni ¥575 million
Long-term loans payable ¥8,425 million ¥7,562 million
Total ¥10,000 million ¥9,137 million
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(Notesto Consolidated Satement of Income)
*1 Major items and amounts of selling, general adthinistrative expenses, are as follows.

Previous fiscal year
From March 1,2014
to February 28, 2015

Current fiscal year

From March 1,2015
to February 29, 2016

Employees' salaries and allowances ¥45,187 million ¥48,722 million
Provision for bonuses ¥2,056 million ¥3,362 million
Retirement benefit expenses ¥2,065 million ¥2,215 million
Rents ¥96,877 million ¥108,795 million

¥41,788 million ¥49,156 million

Depreciation

*2 Distribution of loss on sales of non-currenteiss

Previous fiscal year
From March 1,2014
to February 28, 2015

Current fiscal year
From March 1,2015
to February 29, 2016

Buildings and structures ¥72 million ¥223 million
Tools, furniture and fixtures ¥177 million ¥5 million
Others — ¥0 million
Total ¥249 million ¥228 million

*3 Distribution of loss on retirement of non-curtessets

Previous fiscal year
From March 1,2014
to February 28, 2015

Current fiscal year
From March 1,2015
to February 29, 2016

Buildings and structures ¥1,708 million ¥3,284 million
Tools, furniture and fixtures ¥355 million ¥294 million
Lease assets ¥570 million ¥679 million
Software ¥332 million ¥83 million
Others — ¥0 million
Total ¥2,966 million ¥4,342 million

*4 Impairment loss

The Company and the consolidated subsidiaries ttiegethe “Group”) recognized an impairment
loss mainly for each store as the smallest catelgaving cash flows.
The carrying value of asset groups with signifibadecreased profitability was written down to a
recoverable amount, with the decreased amount nezextjas extraordinary loss. In view of the
increasingly rapid changes occurring in the busimesironment, we have clarified in detail the dase in

profitability for the fiscal year.

Previous fiscal year (From March 1, 2014 to Febr2&, 2015)

Category by use  Location Assets Millions of yen
Tokyo Buildings; Tools, furniture and fixtures; aathers 1,307

Stores Osaka Buildings; Tools, furniture and fixtures; anters 770
Others Buildings; Tools, furniture and fixturesgasthers 4,240

— Land 29

Others - Software 17

- Goodwill 1,897

Total — — 8,263




Category by non-current assets

Buildings and structures ¥3,658 million
Tools, furniture and fixtures ¥464 million
Land ¥29 million
Lease assets ¥2,172 million
Software ¥17 million
Goodwill ¥1,897 million
Other ¥24 million

Recoverable value of the assets of the Group isititeer of net selling price or value in use. Neltisg
price of land was calculated based on the valueaigrx by a real estate appraiser or contract,paive the
value in use was calculated by discounting estichature cash flows to which a discount rate oP4.&as

mainly applied.

Current fiscal year (From March 1, 2015 to Febriz8y2016)

Category by use  Location Assets Millions of yen
Tokyo Buildings; Tools, furniture and fixtures; aathers 1,904
Stores Osaka Buildings; Tools, furniture and fixtures; atders 1,621
Others Buildings; Tools, furniture and fixturesdasthers 6,508
Others — Software 507
Total — — 10,542

Category by non-current assets

Buildings and structures ¥5,976 million
Tools, furniture and fixtures ¥607 million
Land ¥57 million
Lease assets ¥3,131 million
Software ¥680 million
Other ¥88 million

Recoverable value of the assets of the Group isititeer of net selling price or value in use. Neltisg
price of land was calculated based on the valueaig®x by a real estate appraiser or contract,paive the
value in use was calculated by discounting estichature cash flows to which a discount rate oP4.&as

mainly applied.
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(Notesto Consolidated Satement of Comprehensive Income)
* Reclassification adjustments to gain or loss em@me tax relating to other comprehensive income

(Millions of yen)

Previous fiscal year Current fiscal year
From March 1,2014  From March 1,2015
to February 28, 2015 to February 29, 2016

Valuation difference on available-for-sale secasiti
Gain or loss arising during the period
Reclassification adjustments to profit or loss

(431) 1,587
(22) 238

Amount before income tax effect
Income tax effect

(454) 1,825
154 (630)

Valuation difference on available-for-sale secasti
Revaluation reserve for land
Gain or loss arising during the period

(299) 1,195

Revaluation reserve for land

Foreign currency translation adjustment
Gain or loss arising during the period
Reclassification adjustments to profit or loss

2,089 (15)

Foreign currency translation adjustment

961 (15)

Retirement benefits adjustment
Gain or loss arising during the period
Reclassification adjustments to profit or loss

— (662)
— 99

Amount before income tax effect
Income tax effect

- (562)
— 174

Retirement benefits adjustment

— (387)

Share of other comprehensive income of associates
accounted for using equity method:
Gain or loss arising during the period
Reclassification adjustments to profit or loss

(31) -
1,472 —

Share of other comprehensive income of associates
accounted for using equity method

1,441 -

Total other comprehensive income
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(Notesto Consolidated Statement of Changesin Net Assets)
Previous fiscal year (From March 1, 2014 to Febr@4, 2015)
1. Number of shares of outstanding stock and trgastack
Number of shares gt
the beginning of the
period
(thousand shares)

—

Number of shares 3
the end of the perio
(thousand shares)

Decrease during
the period
(thousand shares)

Increase during
the period
(thousand shares)

=N

Outstanding stock

Common stock 100,300 — — 100,300
Treasury stock
Common stock (*) 395 40 135 301

(*) The 40 thousand shares increase in treasurgkstesulted from 40 thousand shares increase by
acquisitions of treasury stock due to the purchageest of dissenting shareholders against merger a
0 thousand share by purchases of stock of lessoifishare unit.
The 135 thousand shares decrease in treasury i@egked from 135 thousand shares decrease due to
exercise of a right for stock acquisition and Ouend share decrease due to requests for additional
purchases of stock of less than one share unit.

2. Subscription rights to shares and Treasury sigtsm rights to shares

Class and number of shares Balance at
subject to stock acquisition rights end of the
I Terms of stock Number (shares) current
Classification C —— .
acquisition rights | | Beginning| Increase | Decrease| End of theg  period
ass . ) _ o
ofthe | during the | during the| period | (Millions
period period period of yen)
Submitting Stock acquisition
company rights (ordinary stock — — — — — 223
(Parent company options)
Total — — — — — 223
3. Dividend
1) Dividend payment
. Class of Amounts of dividen Dividend per| Date recorded for .
Date of resolution payment L Effective date
shares - shares (yen) dividend
(Millions of yen)
The General meeting
of shareholders | ©MO" 10,989 11000 | o, P90l POy 28
(May 27, 2014) Y S,
Directors’ meeting | Common As of As of November
(October 7, 2014) stock 11,989 120.00 August 31, 2014 10, 2014

2) Dividends for which effective date is after bada sheet date of year-ended, among dividendbuwttd in the

current period

Amounts of - Date .
Date of resolution Class of Rgs.erve of dividend payment Dividend per recorded for Effective

shares dividend L shares (yen) L date

(Millions of yen) dividend
The General As of
meeting of Common Reta!ned 11,999 120.00 | February 28, As of May
shareholders stock earnings 2015 27, 2015
(May 26, 2015)
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Current fiscal year (From March 1, 2015 to Febrizgy2016)
1. Number of shares of outstanding stock and trgastack

Number of shares gt

the beginning of the

Increase during
the period

Decrease during
the period

—

Number of shares 3
the end of the perio

=N

period
(thousand shares)

(thousand shares)

(thousand shares)

(thousand shares)

Outstanding stock

Common stock 100,300 — — 100,300
Treasury stock
Common stock (*) 301 0 0 301

(*) The 0 thousand s

unit.

hare increase in treasury steslted from purchases of stock of less thanshiaee

The 0 thousand share decrease in treasury stadkegtérom requests for additional purchases aflsto
of less than one share unit.

2. Subscription rights to shares and Treasury sigtsmn rights to shares

Class and number of shares Balance at
subject to stock acquisition rights end of the
I Terms of stock Number (shares) current
Classification c — .
acquisition rights Beginning| Increase | Decrease| End of the period
Class . . ; -
ofthe | during the | during the| period | (Millions
period period period of yen)
Submitting Stock acquisition
company rights (ordinary stock — — — — — 307
(Parent company options)
Total — — — — — 307
3. Dividend
1) Dividend payment
. Class of Amounts of dividen Dividend per| Date recorded for .
Date of resolution payment L Effective date
shares - shares (yen) dividend
(Millions of yen)
The General meeting
Common As of As of
of shareholders 11,999 120.00 il
(May 26, 2015) stock February 28, 2015 May 27, 2015
Directors’ meeting | Common As of As of
(October 7, 2015) stock 12,249 122.50 August 31, 2015| November 10, 2015

2) Dividends for which the record date is in the cotreeriod and the effective date is after the yoat-
consolidated balance sheet date

. Class of | Reserve of| . Amounts of Dividend per Date Effective
Date of resolution - dividend payment recorded for
shares dividend . shares (yen) L date
(Millions of yen) dividend
-I-mhze(tsirimeor:1 | Common | Retained As of As of
9 . 12,249 122.50 February 29, May 25,
shareholders stock earnings 2016 2016
(May 24, 2016)
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(Notesto Consolidated Statement of Cash Flows)

*1. Relations between the year-end balance of aadhcash equivalents and the accounts listeckin th
consolidated balance sheets

Previous fiscal year Current fiscal year

From March 1,2014 From March 1,2015

to February 28, 2015 to February 29, 2016
Cash and deposits ¥76,758 million ¥69,797 million
Time deposits for which the deposit period ¥(4) million ¥(4) million
exceeds three months

Cash and cash equivalents ¥76,754 million ¥69,793 million

*2. Breakdown of assets and liabilities of a neadynsolidated subsidiary acquired through purchashares
in this consolidated fiscal year.

Previous fiscal year (From March 1, 2014 to Febr@a, 2015)
The following is a breakdown of assets and liaksitat the time SEIJO ISHII Co., Ltd. was newly
consolidated through purchase of shares, and fferatice between the cost of purchase of SEIJOIISHI
Co., Ltd. shares and proceeds from the purchase.

Current assets ¥14,441 million
Non-current assets ¥27,417 million
Goodwill ¥28,743 million
Current liabilities ¥(28,218) million
Non-current liabilities ¥(6,113) million
Purchase cost of shares of newly consolidated dialisis ¥36,269 million
Cash and cash equivalents of consolidated subigisliar ¥(5,803) million
Difference: Purchase of shares in consolidatedigiabges ¥30,466 million

The following is a breakdown of assets and liab#itat the time United Entertainment Holdings Cad,
and its subsidiary United Cinema Co., Ltd. was gewdnsolidated through purchase of shares, and the
difference between the cost of purchase of Unitatefainment Holdings Co., Ltd. shares and proceeds
from the purchase.

Current assets ¥3,947 million
Non-current assets ¥7,307 million
Goodwill ¥9,563 million
Current liabilities ¥(4,764) million
Non-current liabilities ¥(3,035) million
Purchase cost of shares of newly consolidated dialpisis ¥13,017 million
Cash and cash equivalents of consolidated subgidiar ¥(2,102) million
Difference: Purchase of shares in consolidatedidiabes ¥10,914 million

Current fiscal year (From March 1, 2015 to Febrizgy2016)
Not applicable.

3. Description of significant non-fund transactions
1) Assets and liabilities related to finance leiaaasactions are as below.

Previous fiscal year  Current fiscal year
From March 1,2014 From March 1,2015
to February 28, 2015 to February 29, 2016

Assets and liabilities related to finance leasedagtions  ¥33,682 million ¥38,158 million
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2) Important asset retirement obligations are &sWbe

Previous fiscal year =~ Current fiscal year
From March 1,2014  From March 1,2015
to February 28, 2015 to February 29, 2016

Important asset retirement obligations ¥1,711 omilli ¥4,604 million

(Segment Infor mation)
. Outline of reporting segments

The Company’s financial information is provided aegiely by reporting segment and is subject toleegu
review by the board of directors with regard to #ivcation of managerial resources and performance
evaluation.

The Group operates primary businesses Domestic ébignvce Store Business, Seijo Ishii Business and
Entertainment-related Business while incorporattitger related businesses.

Therefore, the Group has made the Domestic Convemiéstore Business, Seijo Ishii Business and
Entertainment-related Business unit its main repgrtsegments, based on consideration of financial
characteristics and the nature of the servicesigeadv

Regarding to Domestic Convenience Store Businessson. Inc. operates a franchise system as well as
undertaking the direct management of stores innlasathe parent company of LAWSON, NATURAL
LAWSON, and LAWSON STORE100. Lawson Mart, Inc. uridkes the direct management of LAWSON
STORE100 stores. SCI, Inc. performs the increaseffioiency and optimization of the whole processaa
subsidiary which manages the process from suppdal® synthetically.

Regarding to Seijo Ishii Business, SEIJO ISHII Qad. operates SEIJO ISHII supermarket.

Regarding to Entertainment-related Business, Lawdbly Entertainment, Inc. manages to sell concert
tickets at LAWSON stores and others, music andovisigft at HMV stores and others. In addition, Udhite
Cinemas Co., Ltd. operates a multiplex movie thesatr

Due to its rise in importance, Seijo Ishii Busineshich was included in Others, has been recorded a
reporting segment from this current consolidateddi year. Based on this change, for segment irgom of
previous fiscal year, it stated by classificatidteathe change and [3. Information related to ant®of sales,
profit and loss by segment] of previous fiscal year

. Computation method of the amount of sales, prafid doss, assets and liabilities, and other items by
reporting segment
The segment accounting policies are the same ase thescribed in the “Basis of Presenting the
Consolidated Financial Statements.” Segment pisfibased on operating income. Internal earnings and
transfers between segments are based on market valu

As stated in changes in accounting policies, dueh@ange of calculation method of retirement benefit
liabilities and service cost, the calculation methof retirement benefit liabilities and service ttder
reporting segments are changed from this conselidfical year.

The impact of this change on segment profit fos tonsolidated fiscal year is immaterial.
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3. Information related to the amount of sales, praxfitl loss by segment

Previous fiscal year (from March 1, 2014, to Feby8, 2015)

Reporting segment

- , Others | Total Adjusted Total
Domestic Seiio Ishii Entertainment- (Note 1) Amount (Note 3)
Convenience 10 related (Note 2)
g Business -
Store Businesy Business
Gross operating
revenue
Sales to externa 392,462 17,879 50,688| 36,882| 497,913 — | 497,013
customers
Internal sales o
fransfers 2,917 1 1,412 1,168| 5499| (5499) —
between
Segments
Total 395,380 17,880 52,101| 38,050| 503,412 (5,499)| 497,913
Segment profit 63,863 1,358 2,587 2,663 | 70,472 9 70,482
Segment asset 707,339 69,568 58,323 46,395| 881,626| (117,012) 764,614
Other
Depreciation 36,926 447 838 | 2,219| 40,432 — 40,432
Goodwill 408 359 433 191 1,392 — 1,392
amortization
Investment for 3,805 - — — | 3805 — 3,805
affiliates
Increase of non 45,038 306 1,085 2,523| 48,954 — | 48,954
current assets

(Note)

1. The “others” category refers to business segméatsio not fall under the main reporting segmeudt an
includes Financial Services-related Business opéray Lawson ATM Networks, Inc. and Overseas
Business operated by Shanghai Hualian Lawsonalmt others.

2. The segment profit, adjusted by segment assetamodization of goodwill, is balance of eliminatiof
intra-segment transactions

3. The segment profit is adjusted against the corat@iioperating income.

36




Current fiscal year (from March 1, 2015, to Febyu2®, 2016)
(Millions of Yen)

Reporting segment
Domestic Entertainment-| Others | Total AA%L:)SJﬁ? Total
Convenience | SSI0 Ishi related (Note 2) (Note 3) (Note 4)
g Business Business
Store Businesg
(Note 1)
Gross operating
revenue
Sales to externg 395,057 68,993 73,639| 45,763| 583,452 — | 583452
customers
Internal sales o
transfers 3,579 - 1,401 1158| 6,139| (6,139) -
between
segments
Total 398,637 68,993 75,040 46,921| 589,592 (6,139)| 583,452
Segment profit 59,993 5,037 4,076 3,427 | 72,534 7 72,541
Segment asset 738,875 65,016 64,559| 53,679| 922,131| (118,918)| 803,212
Other
Depreciation 40,768 1,756 1,375 2,590 | 46,490 - 46,490
Goodwill 596 1,437 664 103| 2,802 - 2,802
amortization
Investment for 4,745 — — — | 4745 - 4,745
affiliates
Increase of non 48,467 521 4346| 3157| 56,492 - 56,492
current assets
(Note)
1. Name of Entertainment & Home Convenience Businassieen changed into Entertainment-related
Business.

2. The “others” category refers to business segméatsdo not fall under the main reporting segmendt an
includes Financial Services-related Business opéray Lawson ATM Networks, Inc. and Overseas
Business operated by Shanghai Hualian Lawsonalmt others.

3. The segment profit, adjusted by segment assetamndization of goodwill, is balance of eliminatiof
intra-segment transactions
4. The segment profit is adjusted against the corstioperating income.

(Related information)
Previous fiscal year (March 1, 2014 to February2Z3.5)
1. Information by Product and Service
Since similar information is described in the segnieformation, this information is omitted.

2. Information by Area

(1) Net sales
Since sales to external customers in Japan eX@@cf net sales on the consolidated statement of

income, this information is omitted.

(2) Property and store equipment
Since property and store equipment in Jaxapred 90% of property and store equipment on the
consolidated balance sheet, this information istewhi

(3) Information by Major Customer

Information about major customers has lmmitted since there are no external customers whstituted
more than 10% of net sales on the consolidatedmait of income.
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Current fiscal year (March 1, 2015 to February Z®16)
1. Information by Product and Service
Since similar information is described in the segtieformation, this information is omitted.

2. Information by Area
(1) Net sales
Since sales to external customers in Japan eX@@cf net sales on the consolidated statement of
income, this information is omitted.

(2) Property and store equipment
Since property and store equipment in Jaxaered 90% of property, plant and store equiproeithe
consolidated balance sheet, this information istechi

(3) Information by Major Customer
Information about major customers has lmmwitted since there are no external customers whstituted
more than 10% of net sales on the consolidatedmait of income.

(Information on impairment loss in non-current &s$y reported segment)
Previous consolidated fiscal year (from March 11426 February 28, 2015)

The Group groups its assets mainly with storef@adasic minimum unit that generates cash flow.asset
groups whose profit/loss from operating activitieese continuously been negative, the book valisiol assets
has been written down to a recoverable amount, thilreduced amount recorded as impairment lossrund
extraordinary losses. The Group recognizes as paifment loss a part of the unamortized goodwithia
offset difference between the investment and chibitd was produced when acquiring the shares of
consolidated subsidiaries whose profitability hdeéeriorated. The recognized loss for the year aeaiuto
1,897 million yen, which was recorded for the rethsegment.

The amount recorded for each reporting segmerst fisliws.

(Millions of yen)

Reporting segment
Adjusted
Domestic Seijo Ishii | Entertainment{ Others | Total arjnount Total
Convenience Business related
Store Business
Business
'mpl"(")';rsne”t 5,831 — 237 2,193 | 8,263 — 8,263

Current fiscal year (from March 1, 2015 to Febru2®y 2016)

The Group groups its assets mainly with stores@basic minimum unit that generates cash flow.asset
groups whose profit/loss from operating activiti@ve continuously been negative, the book valiiofi assets
has been written down to a recoverable amount, twélreduced amount recorded as impairment lossrund
extraordinary losses.

The amount recorded for each reporting segmers fisliws.

(Millions of yen)

Reporting segment
Adjusted
Domestic Seijo Ishii | Entertainment{ Others | Total ar:wunt Total
Convenience Business related
Store Business
Business
'mpli'g';‘em 9,155 80 570 737 | 10542 — 10,542
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(Information on amortization of goodwill and amped balance by reported segment)
Previous fiscal year (From March 1, 2014 to Felyr@8, 2015)

(Millions of yen)

Reporting segment
Adjusted
Domestic Seijo Ishii | Entertainment{ Others | Total arjnount Total
Convenience Business related
Store Business
Business
Balance ateng g sgq 28,384 9,856 1,159 48,189| — 48,189
of fiscal year

Note: Amortization of goodwill is not indicated sithe information is disclosed in “Segment Infotioma”

Current fiscal year (From March 1, 2015 to Februz8y2016)

(Millions of yen)

Reporting segment
Adjusted
Domestic Seijo Ishii | Entertainment{ Others| Total ar:wunt Total
Convenience Business related
Store Business
Business
Balance atenq g a4 26,946 9,192 1,581 46,309| — 46,309
of fiscal year

Note: Amortization of goodwill is not indicated smthe information is disclosed in “Segment Infotiowa”

(Information on gain on negative goodwill by remaltsegment)

Not applicable.
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(Per Share Information)

Previous fiscal year Current fiscal year
From March 1,2014 to February 28, 2015 From March 1,2015 to February 29, 2016
Net assets per share 2,561.25 ydxet assets per share 2,643.97 yen
Net income per share 327.08 ypiNet income per share 313.81 yen
Net income per share after full dilution 326.6% yeNet income per share after full dilution 313.57 yen
(Note) 1. As stated in “(Changes in accountindggdes),” the Accounting Standards for Retiremennhé&fés,
etc., were applied in accordance with the transitioreatment set forth in Article 37 of the
Accounting Standards for Retirement Benefits. Assalt, the net assets per share for the fiscal yea
has increased by 14.11 yen. There is no signifitapact on the net income per share and net
income per share after full dilution for the fisgalar under evaluation.
2. The basis for the calculation of net income perestzand net income per share after full dilution is
as follows:
Previous fiscal year Current fiscal year
Item From March 1,2014 From March 1,2015
to February 28, 2015 to February 29, 2016
Net income per share
Net income (million yen) 32,686 31,181
Amount not attributable to common . .
stockholders (million yen)
Net income attributable to common stock
(million yen) 32,686 31,181
Average number of common stock during the
fiscal year (thousand shares) 99,931 99,998
Net income per share after full dilution
Net income adjustment value (million yen) — —
Increase in number of outstanding common 133 78
shares (thousand shares)
(Stock acquisition rights (thousand shareg) (133) (78)
Summary of issuable shares not included in the
computation of net income per share after full - -
dilution, since these securities are not dilutive.

(Significant Subsequent Events)
Not applicable.
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