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Consolidated Financial Summary

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries for the fiscal years ended February 28, 2013, February 29, 2012 and February 28, 2011

Thousands of

U.S. dollars
Millions of yen (Note A)
2013 2012 (Note B) 2011 2013

For the fiscal year:
Revenues from operations ¥4,991,642 ¥4,786,344 ¥5,119,739 $53,673,569
Operating income 295,685 292,060 243,346 3,179,408
Income before income taxes and minority interests ............. 262,722 230,817 223,291 2,824,967
Net income 138,064 129,837 111,961 1,484,559
Capital expenditures (Note C) 334,216 255,426 338,656 3,593,720
Depreciation and amortization (NOte D) .....ccccvmrveenernienceneen. 155,666 139,994 132,421 1,673,827

At fiscal year-end:
TOLAL ASSELS vvvuvererierisersieesise st sss st sst st sessssesnsees ¥4,262,397 ¥3,889,358 ¥3,732,111 $45,832,225
Cash and cash equivalents 800,087 733,707 656,747 8,603,086
TOtal CUITENT @SSELS .ottt 1,655,528 1,516,584 1,406,594 17,801,376
Total current UabilitIES ..o 1,534,579 1,385,728 1,348,728 16,500,849
LONG-LErM dEDL ... nes 545,588 475,811 472,111 5,866,537
TOLAL NETL @SSELS euurvirrrirerieerireesieerieess s eeneeees 1,994,740 1,860,954 1,776,512 21,448,817
U.S. dollars
Yen (Note A)
2013 2012 2011 2013

Per share data:
Net income (basic) ¥156.26 ¥146.96 ¥126.21 $1.68
Net income (diluted) 156.15 146.88 126.15 1.67
Cash dividends 64.00 62.00 57.00 0.68
Financial ratios:

Operating income ratio (Note E) 5.9% 6.1% 4.8% 5.9%
Net income ratio (Note E) 2.8% 2.7% 2.2% 2.8%
ROE 7.6% 7.5% 6.5% 7.6%
ROA ettt 3.4% 3.4% 3.0% 3.4%

Notes: (A) U.S. dollar amounts are translated from yen, for convenience only, at the rate of ¥93=U.5.$1, the approximate rate of exchange prevailing on February 28, 2013.
(B) From the fiscal year ended December 31, 2011, 7-Eleven, Inc. changed its accounting method for revenues from operations related to franchise agreements, from “gross

amount” to “net amount.”

(C) Capital expenditures include property and equipment, intangible assets, long-term leasehold deposits, and advances for store construction.
(D) Depreciation and amortization is included in cost of sales as well as selling, general and administrative expenses.
(E) Revenues from operations are used as the denominator for operating income ratio and net income ratio.

REVENUES FROM OPERATIONS
BY BUSINESS SEGMENT
¥ Billion

OPERATING INCOME (LOSS)
BY BUSINESS SEGMENT

INTEREST-BEARING DEBT
DEBT/EQUITY RATIO
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Financial Summary of Principal Group Companies

Non-consolidated basis

SEVEN-ELEVEN JAPAN CO., LTD.

Millions of yen

For the fiscal years ended February 28 or 29 2013 2012 2011
Revenues from operations ¥ 617,559 ¥ 576,186 ¥ 549111
Operating income 186,763 183,160 169,152
Net income 112,446 100,738 102,049
Total store sales 3,508,444 3,280,512 2,947,606
Existing stores sales increase (%) 1.3 6.7 2.2
Merchandise gross profit margin (%) 30.0 29.7 30.5
Average daily sales per store (thousands of yen) 668 669 629
Number of stores 15,072 14,005 13,232
7-ELEVEN, INC.
Millions of yen
For the fiscal years ended December 31 2012 2011 2010
Revenues from operations ¥1,247,287 ¥1,086,522 ¥ —
Operating income 38,175 32,737 33,328
Net income 22,378 22,413 18,918
Total store sales 1,852,162 1,624,095 1,470,632
Merchandise 954,100 876,672 883,905
Gasoline 898,062 747,423 586,726
Existing stores sales increase (U.S. merchandise sales) (%) 2.9 2.8 1.5
Merchandise gross profit margin (%) 35.2 34.7 35.1
Number of stores 8,118 7,149 6,610

Notes: (A) Yen amounts were translated from U.S. dollars at the rate of U.S.$1=¥79.81, ¥79.80, and ¥87.79, the rate of exchange for 2012, 2011, and 2010, respectively.
(B) In the fiscal year ended December 2012, SEJ Asset Management & Investment Company was established to manage tangible and intangible fixed assets received from
7-Eleven, Inc., as well as leasing operations related to 7-Eleven, Inc. From the fiscal year ended December 2012, consolidated figures of SEJ Asset Management & Investment

Company as a parent company are presented as financial figures of 7-Eleven, Inc.

(C) The amounts for each fiscal year reflect adjustments necessary for the creation of Seven & i Holdings™ consolidated accounts.
(D) From the fiscal year ended December 2011, 7-Eleven, Inc. changed its accounting method for revenues from operations related to franchised agreements, from “gross

amount” to “net amount.”

ITO-YOKADO CO., LTD.

Millions of yen

For the fiscal years ended February 28 or 29 2013 2012 2011

Revenues from operations ¥1,332,292 ¥1,361,060 ¥1,373.670
Net sales 1,302,923 1,334,297 1,349,345
Operating income 9,009 10,554 2,155
Net income (loss) 1,687 (520) 6,696
Existing stores sales increase (decrease) (%) (4.3) (2.6) (2.5)
Merchandise gross profit margin (%) 29.9 29.7 29.1

Number of stores 174 173 170

Seven & i Holdings Co., Ltd.
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YORK-BENIMARU CO., LTD.

Millions of yen

For the fiscal years ended February 28 or 29 2013 2012 2011
Revenues from operations ¥363,862 ¥348,600 ¥343,379
Net sales 358,061 342,944 337.734
Operating income 11,854 14,955 8,877
Net income 7,731 1,430 5,093
Existing stores sales increase (decrease) (%) 0.0 1.5 4.1)
Merchandise gross profit margin (%) 26.0 27.0 26.6
Number of stores 184 176 170
SOGO & SEIBU CO., LTD.

Millions of yen
For the fiscal years ended February 28 or 29 2013 2012 2011
Revenues from operations ¥810,998 ¥830,340 ¥846,796
Net sales 798,427 817,927 834,723
Operating income 10,040 11,159 7,385
Net income (loss) (3,650) 9,964 5,831
Existing stores sales increase (decrease) (%) 0.9 (0.5) 0.0
Merchandise gross profit margin (%) 24.9 25.1 25.4
Number of stores 24 26 27
SEVEN & i FOOD SYSTEMS CO., LTD.

Millions of yen
For the fiscal years ended February 28 or 29 2013 2012 2011
Revenues from operations ¥78,238 ¥77,940 ¥80,167
Net sales 77,706 77,400 79,609
Operating income (loss) 868 22 (89)
Net loss (439) (879) (2,009)
(Restaurant division)
Existing stores sales increase (decrease) (%) 0.8 (1.0) 0.5
Merchandise gross profit margin (%) 69.0 68.3 68.3
Number of stores 476 486 489
SEVEN BANK, LTD.

Millions of yen
For the fiscal years ended March 31 2013 2012 2011
Ordinary income ¥94,105 ¥88,318 ¥83,964
Ordinary profit 32,013 29,557 27,449
Net income 19,515 17.267 16,008
Daily average transactions per ATM 111.1 112.6 112.3
Total number of transactions (millions) 698 655 609
Number of installed ATMs 18,123 16,632 15,363
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Management’s Discussion and Analysis

ANALYSIS OF RESULTS OF OPERATIONS

Revenues from Operations and Operating Income

In the fiscal year ended February 28, 2013, Seven & i Holdings
(“the Company”) recorded consolidated revenues from opera-
tions of ¥4,991.6 billion, an increase of ¥205.2 billion year on
year, due to higher revenues mainly in convenience store
operations. Operating income increased by ¥3.6 billion to
¥295.6 billion, primarily as a result of higher income in conve-
nience store operations and financial services.

Convenience Store Operations

Seven-Eleven Japan (SEJ), the core operating company in the
convenience store operations, took an aggressive approach to
opening stores, expanding its regional coverage by opening
stores in Akita Prefecture, and continuing to strengthen store
openings in urban areas. As a result, the number of domestic
stores reached 15,072 at the end of the fiscal year under
review, an increase of 1,067 stores from the end of the previous
fiscal year. In merchandising, SEJ continued its mission to
realize “close-by, convenient stores” by bolstering its lineup of
products for which daily food shopping needs are high, such as
Seven Premium private-brand products, sozai prepared meals,
vegetables, and desserts. SEJ also positioned its lineup of daily
essentials as core products and focused on enhancing this
lineup at each store. In services, SEJ also took steps to further
increase convenience. These included revising service details so
that customers will find services even more convenient to use,
such as revision of delivery fees for the Seven-Meal meal
delivery service. In another step we launched Seven RakuRaku
Delivery, a service for delivering almost all products in stores to
customers’ homes, offices, and other locations using electric

PLAN FOR THE FISCAL YEAR ENDING FEBRUARY 28, 2014

mini-cars. As a result of these initiatives, sales at existing
stores grew 1.3%. Total store sales, which comprise directly-
operated and franchised store sales, rose 6.9% to ¥3,508.4
billion. By product category, sales of processed foods, which
include soft drinks and confectionery, were up 6.1% to ¥926.2
billion. Sales of fast food products, which include boxed
lunches, rice balls and other rice-based products, and noodles,
were up 10.2% to ¥940.2 billion, and sales of daily food items,
which include bread, pastries, and milk, were up 11.3% to
¥449.0 billion. Sales of nonfood products, which include
cigarettes and sundries, were up 3.6% to ¥1,192.8 billion.
Revenues from operations, which mainly comprise revenues
from franchisees and sales at directly-operated stores, were
up 7.2% to ¥617.5 billion.

In North America, 7-Eleven, Inc. (SEl) aggressively expanded
its store network, opening 1,078 stores, including stores
acquired from Tetco, Inc. in Texas. At the end of December
2012, SEl had 8,118 stores, an increase of 969 stores year on
year. SEI continued to focus on the development and sale of
fresh food and private-brand products. In addition, higher sales
of hot food and non-alcoholic beverages had a positive effect
on sales.

On a U.S. dollar basis, merchandise sales at existing stores
in the United States increased 2.9% year on year.
Consequently, SEI's total store sales rose 14.0% to ¥1,852.1
billion, due primarily to higher gasoline sales.

In China, SEVEN-ELEVEN (BEIJING) had 138 stores in Beijing
and 62 in Tianjin as of the end of December 2012. Meanwhile,
SEVEN-ELEVEN (CHENGDU), had 87 stores as of the end of
December 2012. In each of these areas, the stores met the
needs of local customers and sales recorded favorable

CONSOLIDATED FINANCIAL FORECASTS

Amount YoY% YoY increase/
decrease

Special factors
(Impact of increase/decrease represents

impact on income)

« Effect of foreign currency translation: Approx.

) - 5 -
Revenues from operations ¥5,640.0 billion +13.0% +¥648.3 billion +¥237.0 billion

« Effect of change in accounting method for
Operating income ¥340.0 billion +150%  +¥443bilion  Gepreciation and amortization: +¥24.8 billion

- Effect of foreign currency translation:
Approx. +¥6.5 billion

Notes 1. Exchange rates used for income statements: fiscal year ended Feb. 28, 2013: U.S.$1=¥79.81 (actual); assumption for fiscal year ending Feb. 28, 2014:

U.5.$1=¥92.00 (Yen depreciation of ¥12.19)

2. From the fiscal year ending February 28, 2014, the Company and its domestic consolidated subsidiaries (except for certain operating companies) changed the deprecia-
tion method for property and equipment from the declining-balance method to the straight-line method. As a result of this change, the forecast of operating income and

ordinary income increased by 24.8 billion yen.

CONSOLIDATED OPERATING INCOME BY BUSINESS SEGMENT

Amount YoY% YoY increase/ Effect of change in accounting method for
decrease depreciation and amortization

Consolidated operating income ¥340.0 billion +15.0% +¥44.3 billion +¥24.8 billion
Convenience store operations ¥249.0 billion +12.3% +¥27.2 billion +¥11.0 billion
Superstore operations ¥39.6 billion +55.3% +¥14.1 billion +¥9.6 billion
Department store operations ¥8.9 billion +10.8% +¥0.8 billion +¥0.2 billion
Food services ¥1.4 billion +94.0% +¥0.6 billion +¥0.2 billion
Financial services ¥41.4 billion +10.6% +¥3.9 billion +¥3.0 billion
Others ¥4.0 billion +2.9% +¥0.1 billion +¥0.7 billion
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progress, despite a temporary dip in sales that appeared from
September 2012.

Consequently, revenues from operations in convenience
store operations were ¥1,899.5 billion, up 12.3% year on year,
while operating income was ¥221.7 billion, up 3.3%. Moreover,
the impact of currency exchange rates on the revenues from
operations and operating income of the convenience store
operations segment was immaterial.

Superstore Operations

strengthened retailer-managed merchandise and store-managed
floor areas to achieve differentiation. As a result, sales at
existing stores grew 0.9% year on year. Net sales declined 2.4%
to ¥798.4 billion, however, due to the impact of closing Sogo
Hachioji.

As a result, revenues from operations in department store
operations were ¥884.0 billion, down 1.8%, and operating
income was ¥8.0 billion, a decline of 19.3%.

Food Services

Ito-Yokado was operating 174 stores, up one store year on
year, as of February 28, 2013. In apparel, we recorded solid
sales of our four core lines of pivate-brand products—good day,
GALLORIA L&B, Kent, and functional underwear products. In
addition, we promoted face-to-face sales at stores and imple-
mented promotions utilizing the media in order to emphasize
the value of these products. In the food category, we worked to
provide safe, secure products and to strengthen our lineup of
high-quality products. However, due to our limiting of large-
scale sales promotions and other factors, sales at existing
stores declined 4.3% year on year, and net sales were down
2.4%, to ¥1,302.9 billion. By product category, apparel sales in
the fiscal year under review were down 3.9% to ¥230.8 billion;
sales of household goods declined 7.0% to ¥160.9 billion; and
sales of food were down 3.8% to ¥623.5 billion. Despite these
year-on-year declines in sales, profitability improved in the
second half, mainly due to a reduction in markdown losses and
an improving gross profit margin reflecting growth in sales of
private-brand products.

York-Benimaru (YB) had 184 stores as of February 28, 2013,
an increase of eight stores year on year, principally in the
southern part of the Tohoku region. York Mart had 71 stores in
the Tokyo metropolitan area, an increase of three stores from a
year earlier. YB saw a backswing from the post-earthquake
surge, but nevertheless maintained about the same level of
existing store sales as a year before by continuing to approach
sales with a focus on making lifestyle proposals centered on
fresh foods, including sozai prepared meals. Net sales of YB
were ¥358.0 billion, an increase of 4.4% from the previous fiscal
year as we pursued aggressive store openings in existing store
areas under our market concentration strategy.

In China, as of December 31, 2012, we had eight superstores
in Beijing and five superstores in Chengdu, Sichuan Province.
The rates of growth in sales at existing stores was lower year
on year mainly due to the impact of the deterioration in sales
accompanying major renovation work on the Second Ring Road
in Chengdu from August 2012.

As a result, revenues from operations in superstore opera-
tions were ¥1,994.5 billion, an increase of 0.1% from the
previous fiscal year, and operating income was ¥25.4 billion, a
decrease of 21.4%.

Department Store Operations

In the restaurant division of Seven & i Food Systems, sales at
existing stores climbed 0.8% year on year in the absence of the
impact of reduced operating hours following the Great East
Japan Earthquake, in addition to efforts to strengthen core
menu items and enhance customer service capabilities.

As a result, revenues from operations in food services were
¥78.3 billion, up 0.4% and operating income was ¥0.7 billion,
an improvement of ¥0.8 billion from an operating loss in the
previous year.

Financial Services

In financial services, Seven Bank continued working to install
ATMs in new locations inside and outside the Group. In
addition, Seven Bank increased the number of its affiliated
financial institutions. As of the end of February 2013, Seven
Bank had 17,922 installed ATMs, an increase of 1,382 ATMs
from a year ago. However, the number of transactions made by
customers of non-bank institutions declined, primarily due to
the implementation of revisions to the law. Consequently, the
daily average transactions per ATM during the fiscal year were
111.2, down 1.0 transaction year on year. However, in addition
to the increase in the number of installed ATMs, the number of
transactions made by customers of deposit-taking financial
institutions also increased, and as a result the total number of
transactions recorded a steady increase.

In credit card operations, the number of cardholders for the
Seven Card, which is issued by Seven Card Service, on
February 28, 2013 was 3.37 million, up 0.15 million cardhold-
ers, and the number of cardholders for the CLUB ON/
Millennium CARD SAISON, which is issued by Seven CS Card
Service, was 3.21 million, up 0.09 million cardholders.

In electronic money operations, Seven Card Service worked
aggressively to expand the nanaco electronic money service
inside and outside the Group. As a result, the total number of
nanaco accounts issued as of February 28, 2013 was 21.45
million, up 5.09 million, and the number of stores at which
nanaco could be used was approximately 121,000 stores, up
about 19,200 stores.

As a result, revenues from operations in financial services
were ¥144.3 billion, up 11.4%, and operating income was
¥37.4 billion, up 10.8%.

Others

Sogo & Seibu worked to maximize the effects of the remodeling
of the SEIBU Ikebukuro flagship store and to introduce exam-
ples of those successful reforms to other stores. We also
started to remodel Sogo Yokohama. In merchandising, we
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In others operations, revenues from operations were ¥50.2
billion, an increase of 5.8% from the previous fiscal year.
Operating income was ¥3.8 billion, up 68.7%, mainly on the
back of higher income at Seven Net Shopping.



Income before Income Taxes and Minority Interests
In other income (expenses), net other expenses were ¥32.9
billion compared with net other expenses of ¥61.2 billion in the
previous fiscal year. The decline in net expenses is mainly due
to expenses recorded in the previous fiscal year that were not
recorded in the fiscal year under review, namely, a loss on
disaster of ¥25.7 billion due to the Great East Japan
Earthquake, and a loss on adjustment for changes of account-
ing standard for asset retirement obligations of ¥22.5 billion.
Consequently, income before income taxes and minority
interests increased ¥31.9 billion to ¥262.7 billion.

Net Income

Income taxes increased ¥20.5 billion year on year to ¥110.8
billion in the fiscal year under review. The main reason was that
total income taxes had declined in the previous fiscal year in
tandem with a rise in deferred tax assets due to the application
of the consolidated taxation system from the fiscal year under
review. After application of tax effect accounting, the effective
tax rate was 42.2%.

Net income rose ¥8.2 billion year on year to ¥138.0 billion.
The rise was due to the increase in income before income taxes
and minority interests, which outweighed the effects of higher
income taxes.

Net income per share was ¥156.26, up ¥9.3 per share from
¥146.96 per share in the previous fiscal year.

ANALYSIS OF FINANCIAL POSITION

Assets, Liabilities, and Net Assets

Total assets on February 28, 2013 stood at ¥4,262.3 billion, up
¥373.0 billion from the end of the previous fiscal year.

Total current assets were ¥1,655.5 billion, up ¥138.9 billion
from a year earlier, as cash and cash equivalents were up ¥66.3
billion, and prepaid expenses and other current assets
increased ¥46.4 billion; the latter includes ATM-related tempo-
rary accounts at Seven Bank.

Property and equipment increased ¥162.3 billion, mainly due
to new store openings and existing store remodeling at SEJ,
and store acquisitions at SEI.

Intangible assets were up ¥82.2 billion due to goodwill
generated by SEI and other factors.

Investments and other assets declined ¥10.5 billion, as
prepaid pension cost increased ¥25.1 billion due to payment of
a special contribution to the corporate pension fund, while
investments in securities declined ¥18.4 billion due to redemp-
tion of Japanese government bonds held by Seven Bank.

Total liabilities were up ¥239.2 billion to ¥2,267.6 billion.
Total current liabilities were up ¥148.8 billion to ¥1,534.5
billion. Looking at borrowings, the total of short-term loans and

long-term loans increased by ¥125.8 billion, mainly as
borrowings rose in line with store acquisitions at SEI. Bonds,
including the current portion due within one year, increased by
¥30.0 billion, mainly due to the issue of corporate bonds by
Seven Bank.

Total net assets were up ¥133.7 billion to ¥1,994.7 billion.

Retained earnings increased ¥81.3 billion after recording net
income of ¥138.0 billion, despite being reduced by ¥56.5
billion for payment of cash dividends.

Foreign currency translation adjustments, principally the
translation of the financial statements of SEI, declined by
¥39.7 billion.

As a result of the above, owners’ equity per share were up
¥141.61 per share from a year earlier to ¥2,140.45 per share,
and the owners’ equity ratio was 44.4% compared to 45.4% a
year earlier.

Cash Flows

Cash and cash equivalents (hereafter “cash”) were ¥800.0
billion on February 28, 2013, up ¥66.3 billion from a year
earlier. The increase resulted from the following factors. Cash
was used to open new stores and to remodel existing stores.
On the other hand, cash increased in the fiscal year under
review due to the use of cash in the previous fiscal year to
succeed the business of Seven CS Card Service. In addition,
cash was provided by operations with high revenue generating
capacity, centered on convenience store operations.

Cash Flows from Operating Activities

Net cash provided by operating activities was ¥391.4 billion,
down ¥71.2 billion from a year earlier. Income before income
taxes and minority interests increased ¥31.9 billion, and the
net increase in bonds in banking business at Seven Bank was
¥30.0 billion, compared to net decrease in bonds in banking
business of ¥36.0 billion in the previous fiscal year. Meanwhile,
the net decrease in call loan in banking business at Seven Bank
was ¥20.0 billion, compared to net increase in call loan in
banking business of ¥115.0 billion in the previous fiscal year,
and the Company made a special contribution of ¥27.9 billion
to the corporate pension fund.

Cash Flows from Investing Activities

Net cash used in investing activities was ¥340.9 billion, almost
the same level as the previous fiscal year, although down by
¥1.8 billion. At Seven Bank, payments for purchase of invest-
ments in securities declined ¥82.4 billion, and in the previous
fiscal year Seven CS Card Service spent ¥135.7 billion as
payment for succession of business of Credit Saison Co., Ltd.
Meanwhile, proceeds from sales of investments in securities at
Seven Bank declined ¥122.9 billion, and payments for acquisi-
tion of property and equipment such as for new store openings,
mainly in convenience store operations, increased ¥67.3 billion.

Cash Flows from Financing Activities

Net cash provided by financing activities was ¥10.0 billion, a
change of ¥50.5 billion from net cash used of ¥40.5 billion in
the previous fiscal year. Net decrease in short-term loans was
¥0.8 billion, a change of ¥39.1 billion from a net increase in the
previous fiscal year, while proceeds from long-term debts
mainly at SEl increased ¥82.4 billion, and repayment of long-
term debts, mainly at Sogo & Seibu, declined ¥36.8 billion.
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Risk Factors

Seven & i Holdings and its operating companies (“the Group”)
has established the framework under which it implements a
Groupwide risk assessment survey to recognize potential risks
through identifying and evaluating risks in an integrated and
comprehensive manner on a regular basis. Based on that
recognition, it prioritizes these risks, takes countermeasures
that correspond to the materiality and urgency of each risk, and
seeks continuous improvements through monitoring of the
progress of such countermeasures.

The Group is exposed to a variety of risks and uncertainties
in conducting its business, which may have a significant influ-
ence on the judgment of investors, including, but not limited to,
the following. Many of these risks are interdependent and the
occurrence of one risk may lead to an increase in other risks in
quality and quantity.

Any of these risks may affect the Group’s business perfor-
mance, operating results, and financial condition.

Recognizing the potential for these risks, the Group strives to
take measures to prevent risks from materializing, while taking
other effective measures to promptly and adequately respond
to risks when they materialize.

This section includes forward-looking statements and future
expectations as of the date of this annual report.

1. RISKS RELATED TO ECONOMIC CONDITIONS
Japanese and Global Economies
The Group carries on its core operations in Japan, and also
operates around the world. As a result, economic conditions
such as the business climate and trends in consumer spending
in Japan as well as in other countries and regions where the
Group does business may affect the Group’s operating results
and financial condition. To cater appropriately to the needs of
consumers, the Group is actively selling and developing prod-
ucts in accordance with sales strategies. However, unexpected
changes in consumer behaviors due to such external factors as
economic policies or unseasonable weather may affect its busi-
ness performance and financial condition.

Interest Rate Fluctuations

The Group is exposed to interest rate fluctuation risks that
may affect the interest expenses, interest income, and the
value of financial assets and liabilities. Accordingly, interest
rate fluctuations may affect its business performance and
financial condition.

Foreign Exchange Rate Fluctuations
Foreign exchange rate changes can affect the yen value of
assets and liabilities of the Group’s overseas companies
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because Seven & i Holdings™ consolidated financial statements
are presented in Japanese yen. In addition, products sold by the
Group include products that are sourced overseas and affected
by changes in foreign exchange rates. Accordingly, foreign
exchange rate fluctuations may affect its business performance
and financial condition.

2. RISKS RELATED TO THE GROUP’S BUSINESS
(GROUP-WIDE RISKS)

Procurement of Products, Raw Materials, etc., and Fluctuations
in Purchase Prices

The Group's operations depend on obtaining products, raw
materials, and other supplies in adequate quality and quantity in
a timely manner. The Group strives to decentralize its opera-
tions to avoid significant dependence on specific producing
areas, suppliers, products, technologies, etc. However, the dis-
ruption of procurement routes may affect its operations.

In addition, there are products in the Group's lineups whose
purchase prices change due to external factors, including prod-
ucts affected by fluctuations in the prices of such raw materials
as crude oil. Accordingly, fluctuations in purchase prices may
affect its business performance and financial condition.

Product Safety and Representations

The Group endeavors to provide customers with safe products
and accurate information through the enhancement of food
hygiene-related equipment and facilities based on relevant laws
and regulations, the implementation of a stringent integrated
product management system that includes suppliers, and the
establishment of a system of checks. However, the occurrence
of a problem beyond the scope of the Group’s measures could
reduce public trust in its products and could cause the Group to
incur costs stemming from countermeasures. If such is the case,
its business performance and financial condition could be
affected. Further, the Group is striving to provide customers with
newly value-added and high-quality products and services
through the aggressive introduction of Seven Premium private-
brand products and original products developed by respective
group companies. Therefore, the occurrence of a major incident
that involves its products and leads to product recalls or prod-
uct liability claims could affect its business performance and
financial condition.

Store-opening Strategy

The Group's opening of stores is subject to various laws and

regulations, such as the Large-Scale Retail Store Location Law,
the City Planning Law, and the Building Standards Law. In the

event that those laws are amended or local authorities



change related regulations, it may become difficult to open
stores in accordance with initially prepared store-opening
plans or remodel existing stores; there may be a decline in
potential candidate areas for future store openings; or costs
related to legal or regulatory compliance may be incurred. If
such is the case, its business performance and financial condi-
tion may be affected.

M&As, Alliances, and Strategic Investments

The Group develops new businesses and reorganizes its opera-
tions by M&A, forming alliances or joint ventures with other
companies, etc. However, the Group may not be able to achieve
expected results or the strategic objectives of these invest-
ments. If such is the case, its business performance and financial
condition may be affected.

Credit Management

The Group, in leasing stores, has paid deposits and/or guaran-
tee deposits to store lessors. Deterioration in the economic
condition of the store lessors or a drop in the value of the col-
lateral properties received as a pledge for the deposits and/or
guarantee deposits may affect its business performance and
financial condition.

Impairment of Fixed Assets

The Group has many non-current assets including property and
equipment and goodwill. The Group has already adopted asset
impairment accounting. However, further recognition of asset
impairment may become necessary due to deterioration in
profitability of stores or a drop in market value of the assets. If
such is the case, its business performance and financial condi-
tion may be affected.

RISKS BY SEGMENT

Convenience Store Operations

The Group's convenience store operations are primarily orga-
nized under a franchise system, and chain operations are con-
ducted under the identical name, Seven-Eleven. The franchise
system is a joint enterprise in which franchised stores and the
Group fulfill their respective roles based on an equal partnership
and a relationship of trust. In the event that agreements with
numerous franchised stores become unsustainable because
either the Group or the franchised stores did not fulfill their
respective roles, its business performance could be affected.

In its convenience store operations, the Group has sought to
cater to constantly changing customer needs through innovating
production, distribution, sales, and their supporting information
systems; realizing differentiated and high quality products; and
creating convenient services that support everyday life in col-
laboration with business partners. Thus, the unique operational
infrastructure of convenience store operations is built in collabo-
ration with business partners that have a shared commitment to
the franchise system. Consequently, if the Group were no longer
able to maintain operational relationships with business partners
in its convenience store operations or if business partners’ tech-
nical capabilities declined conspicuously, its business perfor-
mance and financial condition could be affected.

7-Eleven, Inc. has been proactively increasing stores, espe-
cially, those with a gas station in the United States and Canada,
and the sales of gasoline have accounted for about half of the
total sales. 7-Eleven, Inc. has focused on strategies such as verti-
cally integrating the fuel supply operations so that it can offset
the risk of profit margin decline resulting from retail fuel price
increases, however, unexpected changes in business environ-
ment such as drastic fluctuation of the price may affect the
Group's business performance and financial condition.

As of February 28, 2013, Seven-Eleven has grown into a
global chain with more than 49,000 stores in 16 countries and
regions around the world, including stores outside the Group
that operate under the area license agreements with 7-Eleven,
Inc. A reduction in royalties or sales resulting from misconduct
by area licensees that do not belong to the Group or by stores
operated by area licensees could affect its business perfor-
mance and financial condition.

Superstore Operations

The Group’s superstore operations mainly comprise superstores
and food supermarkets. In order to respond appropriately to the
changes in consumer needs, for the part of superstores, the
Group is promoting merchandising innovation and communica-
tion with customers through enhancing customer service levels
and sales techniques, and undertaking structural reform in
stores under which it focuses on revitalizing existing stores and
advancing conversion to store formats that meet changes in the
conditions of locations or area market needs while steadily
closing unprofitable stores. For the part of food supermarkets,
the Group endeavors to establish the new model of lifestyle-
proposal supermarkets through promoting a differentiation
strategy on products and improving operational efficiency. How-
ever, the Group may not attain its objectives completely
because of such unforeseen factors as changes in the operating
environment. If such is the case, its business performance and
financial condition may be affected.
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Department Store Operations

The Group is striving to create a new type of department store
by strengthening the differentiation strategies in response to the
changing lifestyle of consumers. In the key stores, the Group is
promoting a retailer-managed merchandising system which
consists of strengthening development and sales of high-quality
and new private-brand products, and expanding store-managed
sales areas. In the regional stores, the Group is advancing con-
version to store formats that meet the conditions of localities
and market needs. However, the Group may not attain its objec-
tives completely because of such unforeseen factors as changes
in business environments. If such is the case, its business perfor-
mance and financial condition may be affected.

Food Services

In food services, as the Group has accomplished considerable
results with initiatives for maximizing integration synergies
through the merger of three companies that operate restau-
rants, meal provision services, and fast food, and for implement-
ing business reorganization mainly through closing unprofitable
stores, the Group has shifted to a growth strategy through pro-
viding higher-quality products and creating a new business
model in its restaurant business, and enhancing productivity.
However, the Group may not attain its objectives completely
because of such unforeseen factors as changes in business
environments. If such is the case, its business performance and
financial condition may be affected.

Financial Services
The Group conducts financial services, including banking and
credit card operations.

Seven Bank owes its revenues mainly to ATM operations.
Therefore, the occurrence of such circumstances as the growing
use of alternatives to cash for settlement, intensifying competi-
tion for ATM services, and/or the peaking out of ATM network
expansion may affect its business performance and financial
condition.

In its credit card operations, the Group is striving to provide
customers with highly convenient financial services integrated
with retail services through issuing and promoting the use of the
Seven Card credit card, CLUB ON / Millennium CARD SAISON
credit card and nanaco electronic money. However, regarding
credit card operations, an increase in the default rate, unex-
pected default losses, or restriction on the total volume of lend-
ing pursuant to the Money Lending Business Act, etc., may affect
its business performance and financial condition. Regarding
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electronic money operations, the Group has built an original
system and worked to achieve differentiation, but the rapid
spread of electronic money in Japan has been accompanied by
such qualitative changes as increased versatility, etc. In the
event that the Group fails to maintain its competitiveness, its
business performance and financial condition may be affected.

Others

The Group strives to enhance IT/services through the interaction
of actual stores and the Internet in order to adapt to the chang-
ing needs of society. However, the pace of progress and change
in IT, including the introduction of IT for logistics management, is
extremely rapid, and if its efforts to cope with such progress and
change are delayed by some internal and/or external factors,
the quality of service and competitiveness could deteriorate. If
such is the case, its business performance and financial condi-
tion may be affected.

3. LEGAL RESTRICTIONS AND LITIGATIONS

Changes in Accounting Standards and Tax Systems

The introduction of new accounting standards or tax systems, or
changes thereof, which the Group cannot predict, could affect

its business performance and financial condition.

Environmental Regulations or Issues

The Group is subject to a variety of environment-related laws
and regulations such as those relating to food recycling, contain-
ers and packaging recycling, waste management, and global
warming countermeasures. These laws and regulations may
become more stringent or additional laws and regulations may
be adopted in the future, which may cause the Group to incur
additional compliance costs or restrict its operating activities.

Leaks of Confidential Information

In the normal course of business, such as in financial services,
the Group holds confidential information about customers
regarding privacy, credit worthiness, and other information
including personal information, as well as confidential informa-
tion about companies and other third parties. Such information
could be leaked inadvertently or deliberately, and any material
leakage of confidential information could face damage liability
claims and /or damage society's trust in the Group. Moreover,
there is a risk that the Group’s trade secrets could be leaked by
misappropriation or negligence. If such is the case, its business
performance and financial condition could be affected.



Litigation and Regulatory Actions
The Group is exposed to the risk that it will be subject to vari-
ous legal procedures stemming from lawsuits, etc., or regulatory
authorities in regard to the execution of its business activities.
Currently, no lawsuits that significantly affect the Group’s
performance have been filed against the Group. However, if
decisions unfavorable to the Group result from lawsuits with a
potentially significant effect on business results or social stand-
ing, its operating results and financial condition may be affected.
Also, a substantial legal liability or adverse regulatory out-
come and the substantial cost to defend the litigation or regula-
tory proceedings due to the implementation of stricter laws and
regulations or stricter interpretations, may affect its business
performance, financial condition, and reputation.

4. RISKS RELATED TO DISASTERS OR
UNPREDICTABLE EVENTS

Influence of Disasters or Other Unpredictable Events

The Group's head office, stores, and facilities for core opera-
tions are located in Japan. The Group also operates businesses
around the world. Major natural disasters such as earthquakes,
typhoons, floods, and tsunamis; fires; power outages; nuclear
power plant disasters; wars; illegal activities such as terrorist
attacks; or other contingencies could lead to a halt of business
activities or incurring expenses related to such damages, which
could have a serious impact on the business operations of the
Group. If such is the case, its business performance and financial
condition could be affected. In particular, the occurrence of a
large natural disaster or other event in the Tokyo metropolitan
area—where stores for core operations including convenience
store operations and superstore operations are concentrated—
could likely have a significant effect.

In addition, as network and information systems have
become increasingly important to the Group's operating activi-
ties, network and information system shutdowns caused by such
unpredictable events as power outages, disasters, terrorist
attacks, hardware or software defects, or computer viruses and
computer hacking could impede business operations, which
could affect its business performance and financial condition.

Pandemic of Infectious Diseases, Such as

New Strain of Influenza

The Group operates retail businesses as its core operations,
which play a role as a lifeline. While it places top priority on the
security and safety of customers and employees, in order to
fulfill its social responsibilities, the Group has come up with

business continuity plans that respond to a pandemic of such
infectious diseases as a new strain of influenza. However,
according to the development of a pandemic phase, the Group
could take such appropriate measures as shortening operating
hours or limiting the number of stores it operates, etc. If such is
the case, its business performance and financial condition could
be affected.

5. OTHER RISKS

Retirement Benefit Obligations and

Retirement Benefit Expenses

The Group calculates retirement benefit obligations and retire-
ment benefit expenses based on assumptions such as the dis-
count rates and the expected rates of return on plan assets.
However, unexpected changes in such underlying factors as
domestic and international share prices, foreign exchange rates,
or interest rates; deterioration in the return on plan assets due
to such changes; or changes in the general pension system may
affect its business performance and financial condition.

Deferred Tax Assets

Some of the Group companies record deferred tax assets
based on estimates of future taxable income or the time period
within which the underlying temporary differences become
taxable or deductible. However, if estimates of taxable income
are lowered due to a worsening business climate or other
significant changes, the Group may be required to reduce the
amount of its deferred tax assets, resulting in an impact on its
business performance and financial condition. Seven & i
Holdings and its eligible consolidated subsidiaries introduced a
consolidated taxation system in the fiscal year ended February
28, 2013.

Brand Image

The occurrence of the risk events itemized in this section or
misconduct on the part of subsidiaries, affiliates, or franchised
stores could damage the Group’s overall brand image. As a
result, consumers’ trust in the Group could diminish, the Group
could lose personnel, or it could be difficult to secure the
necessary personnel, which could affect the Group’s business
performance and financial condition.
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Consolidated Balance Sheets

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries at February 28, 2013 and February 29, 2012

Thousands of

U.S. dollars
Millions of yen (Note 3)
ASSETS 2013 2012 2013
Current assets:
Cash and cash equivalents (Note 4) ¥ 800,087 ¥ 733,707 $ 8,603,086
Notes and accounts receivable:
Trade (Note 4) 285,817 270,953 3,073,301
Financial services 64,053 68,691 688,741
Franchisees and other 81,632 71,228 877,763
Allowance for doubtful accounts (Note 4) (4,955) (4,758) (53,279)
426,547 406,114 4,586,526
Inventories 162,286 152,205 1,745,010
Deferred income taxes (Note 10) 34,493 38,905 370,892
Prepaid expenses and other current assets (NOTE 4) .....covneenieneeneeneeneenenneens 232,113 185,652 2,495,838
TOLAl CUIMTENE @SSELS ottt sttt s st senaes 1,655,528 1,516,584 17,801,376
Property and equipment, at cost (Notes 7, 8, 13 and 18) 2,882,264 2,607,533 30,992,086
Less: Accumulated depreCiation ...t ssssens (1,399,750) (1,287,359) (15,051,075)
1,482,514 1,320,174 15,941,010
Intangible assets:
GOOAWILL 1ttt sttt st s st st nenses 245,402 184,305 2,638,731
Software and other (NOtes 8 and 13) . sess s ssessessesaes 170,011 148,851 1,828,075
415,413 333,156 4,466,806
Investments and other assets:
Investments in securities (NOtes 4, 5 and 18) et nees 163,456 181,863 1,757,591
LONG-term l0ans reCEIVADLE ... 18,017 18,279 193,731
Long-term leasehold deposits (Notes 4 and T8) ......cvreneieneeneeneeseeneieeeseseeens 400,867 412,098 4,310,397
Prepaid pension COSt (NOTE TT) .. esssssssessssssenes 31,786 6,674 341,784
Deferred income taxes (NOLE T0) .ooecceeeeeeeeeceeeeeeeeeeete et eesesess s ssessssesssssssssnsesenas 32,943 40,147 354,225
LG0T PO 68,540 66,538 736,989
Allowance for doubtful accounts (NOLE 4) ... (6,671) (6,160) (71,731)
708,941 719,442 7,623,021

QL0121 B= 13T TS

¥ 4,262,397

¥ 3,889,358

$ 45,832,225

The accompanying notes are an integral part of these financial statements.

60 sevensi Holdings Co., Ltd.  Annual Report 2013



Thousands of

U.S. dollars
Millions of yen (Note 3)
LIABILITIES AND NET ASSETS 2013 2012 2013
Current liabilities:
Short-term loans (Notes 12 and 18) ¥ 145,750 ¥ 139,690 $ 1,567,204
Current portion of long-term debt (Notes 4, 12 and 18) 199,683 128,145 2,147,129
Notes and accounts payable:
Trade (Notes 4 and 6) 204,479 195,347 2,198,698
Trade for franchised stores (Notes 4 and 19) 124,321 120,724 1,336,784
Other 127,145 146,098 1,367,150
455,946 462,170 4,902,645
Accrued expenses 85,443 71,700 918,741
Income taxes payable 34,827 58,295 374,483
DEPOSIES TECEIVEA ..ttt 136,850 116,569 1,471,505
Deposits received in banking business (NOTE 4) .....c.vrrreneenerineeenerenerisesenenens 325,444 288,228 3,499,397
Allowance for bonuses to @MPIOYEES  .........coceririeriieieeisseseessessseessssssessseseans 13,293 14,755 142,935
Allowance for sales promotion eXPENSES ......coreeeenererenes 15,262 15,092 164,107
Allowance for loss on future collection of gift certificates .......onneinineens 3,406 4,089 36,623
Provision for 0SS ON AISASTET ... seessens 143 1,063 1,537
Other (NOteS 4, TO ANA T4) ettt s s es st s s st s ssnans 118,526 85,927 1,274,473
Total CUITENT lIADILTIES .. 1,534,579 1,385,728 16,500,849
Long-term debt (Notes 4, 6, 12 and 18) ..o 545,588 475,811 5,866,537
Allowance for accrued pension and severance costs (Note 11) ....cvvrveeneiens 4,613 3,796 49,602
Allowance for retirement benefits to Directors and
Audit & Supervisory Board MemDbErs ... 2,124 2,191 22,838
Deferred income taxes (NOte T0) ... seeseseens 34,801 34,550 374,204
Deposits received from tenants and franchised stores (Notes 4 and 18) .......... 55,089 55,380 592,354
Asset retirement obligations (NOTE 14) ... 51,170 43,740 550,215
Other Liabilities (NOTE T8) ...ttt 39,690 27,204 426,774
TOLAL HADIILIES .veriieercrereirieeris sttt 2,267,656 2,028,403 24,383,397
Commitments and contingent liabilities (Note 18)
Net assets (Note 16):
Shareholders’ equity:
Common stock, authorized 4,500,000,000 shares,
issued 886,441,983 shares in 2013 and 20712 ..o 50,000 50,000 537,634
CAPIEAL SUMPLUS  vverevereriseesieesisessieeseseesseeseseess sttt est sttt 526,873 526,886 5,665,301
REAINEA EAININGS ..o 1,393,935 1,312,613 14,988,548
Treasury stock, at cost, 2,907,114 shares in 2013 and
2,935,526 Shares iN 2012 ...ceerereeriesiessissesseessseessessssessssesssssssssesssssssssessssnns (7,142) (7.212) (76,795)
1,963,666 1,882,287 21,114,688
Accumulated other comprehensive income (loss):
Unrealized gains on available-for-sale securities, net of taxes (Note 5) ............ 7.416 3,360 79,741
Unrealized losses on hedging derivatives, net of taXes ..o (5) 3) (53)
Foreign currency translation adjustments ... (79,914) (119,661) (859,290)
Total accumulated other comprehensive iNCOMe (LOSS) ...c.evverveeerenreereeereernenes (72,503) (116,303) (779,602)
Subscription rights to shares (NOLe 17) ... 1,538 1,222 16,537
Minority interests in consolidated subsidiaries ... 102,038 93,748 1,097,182
TOAL NEE @SSELS ervevirereririeriseesieesieesi st es st 1,994,740 1,860,954 21,448,817
Total liabilities aNd NEL @SSELS ...t ¥4,262,397 ¥3,889,358 $45,832,225
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Consolidated Statements of Income

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries for the fiscal years ended February 28, 2013 and February 29, 2012

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Revenues from operations:
Net sales ¥4,149,003 ¥4,013.617 $44,612,935
Operating revenues (Note 20) 842,639 772,727 9,060,634
4,991,642 4,786,344 53,673,569
Costs and expenses:
Cost of sales 3,218,270 3,078,575 34,605,053
Selling, general and administrative expenses (Notes 11, 13, 17 and 20) ......... 1,477,686 1,415,708 15,889,096
4,695,956 4,494,284 50,494,150
Operating income 295,685 292,060 3,179,408
Other income (expenses):
Interest and dividend income 6,124 5,802 65,849
Interest expenses and interest on bonds (7,963) (6,974) (85,623)
Equity in earnings of affillates ... 1,874 2,061 20,150
Impairment loss on property and equipment (Note 8) (18,330) (14,460) (197,096)
Gain on sales of property and equipment (NOte 20) .....c.cocurrenmeenerinerenneenerineeenens 1,404 2,135 15,096
Loss on disposals of property and equipment (Note 20) .....covneveneeneenerneen. (6,642) (5,468) (71,419)
Gain on sales of investments in securities (NOTE 5) .uovveeeeeeeeeeeeeeeeeeeeveeee 31 1,198 333
Gain on changes in accounting policies applied to foreign subsidiary ............ — 4,503 —
LOSS ON QISASTET ..ottt — (25.741) —
Loss on adjustment for changes of accounting standard for
asset retirement obligations (NOTE T4) ... — (22,500) —
Other, NEE (NOLE 5) ..ottt sttt (9.461) (1,799) (101,731)
(32,962) (61,242) (354,430)
Income before income taxes and MINOrity INTErestS .....ovvcereneenereeenereeens 262,722 230,817 2,824,967
Income taxes (Note 10):
CUITENT bbbt 101,690 116,366 1,093,440
Deferred 9,148 (26,109) 98,365
110,839 90.257 1,191,817
Income before Minority INTErestS ... 151,883 140,559 1,633,150
Minority interests in net income of consolidated subsidiaries ... 13,818 10,722 148,580
NEE INCOMIE oottt ¥ 138,064 ¥ 129837 $ 1,484,559
Yen U.S. dollars (Note 3)
2013 2012 2013
Per share information:
Net income (Basic) ¥156.26 ¥146.96 $1.68
Net income (Diluted) 156.15 146.88 1.67
Cash dividends 64.00 62.00 0.68

The accompanying notes are an integral part of these financial statements.

62  sevensi Holdings Co., Ltd.  Annual Report 2013



Consolidated Statements of Comprehensive Income

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries for the fiscal years ended February 28, 2013 and February 29, 2012

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Income before minority interests ¥151,883 ¥140,559 $1,633,150
Other comprehensive income (loss) (Note 15):
Unrealized gains (losses) on available-for-sale securities, net of taxes ............. 4,061 103 43,666
Unrealized gains (losses) on hedging derivatives, net of taxes ... (0) 328 (0)
Foreign currency translation adjustments 40,773 (15,481) 438,419
Share of other comprehensive income (loss) of associates accounted for
USING €QUILY METNOMA ..iieeiceeiieiei ettt 60 (5) 645
Total other comprehensive INCOME (LOSS) ....uruurvureneienerinerirerieesesesiseseeessseseenes 44,895 (15,055) 482,741
Comprehensive income ¥196,778 ¥125,504 $2,115,892
Comprehensive income attributable to:
Owners of the parent ¥181,864 ¥114,802 $1,955,526
IAINOTIEY INEEIESTS ettt 14,913 10,701 160,354

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Changes in Net Assets

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries for the fiscal years ended February 28, 2013 and February 29, 2012

Millions of yen
Unrealized
gains (losses) Unrealized
on available-  gains (losses) Foreign Minority
Treasury for-sale on hedging currency  Subscription interests in
Common Capital Retained stock, securities, derivatives, translation rights to consolidated
stock surplus earnings atcost  netoftaxes  netof taxes adjustments shares subsidiaries Total
Balance at February 28, 2011 ..o ¥50,000 ¥526,899  ¥1.234,204 ¥(7.320) ¥3,226 ¥(328)  ¥(104,167) ¥ 981 ¥ 73016  ¥1.776,512
Net income 129,837 129,837
Increase (decrease) resulting from adoption
of U.S. GAAP by U.S. subsidiaries ... (184) (184)
Cash dividends (51.243) (51,243)
Purchase of treasury Stock ... (10) (10)
Disposal of treasury Stock ... (12) 123 110
Other (5) ©)
Net (decrease) increase for the year ............ 133 325 (15,494) 241 20,731 5,938
Balance at February 29, 2012 ... ¥50,000 ¥526,886  ¥1,312,613 ¥(7.212) ¥3,360 ¥ (3)  ¥(119661) ¥1,222 ¥ 93,748  ¥1,860,954
Net income 138,064 138,064
Increase (decrease) resulting from adoption
of U.S. GAAP by U.S. subsidiaries ... (196) (196)
Cash dividends (56,546) (56,546)
Purchase of treasury Stock ......meveecesssiienes (13) (13)
Disposal of treasury Stock ... (12) 83 70
Other 0) (0)
Net (decrease) increase for the year ............ 4,055 2) 39,747 315 8,290 52,406
Balance at February 28, 2013 ... ¥50,000 ¥526,873  ¥1,393,935 ¥(7,142) ¥7.416 ¥ (5 ¥ (79.914) ¥1,538 ¥102,038  ¥1,994,740
Thousands of U.S. dollars (Note 3)
Unrealized
gains (losses) Unrealized
on available-  gains (losses) Foreign Minority
Treasury for-sale on hedging currency  Subscription interests in
Common Capital Retained stock, securities, derivatives, translation rightsto  consolidated
stock surplus earnings atcost  netoftaxes  netof taxes adjustments shares subsidiaries Total
Balance at February 29, 2012 ..o $537,634 $5,665440 $14,114,118  $(77,548) $36,129 $(32) $(1,286,677) $13,139 $1,008,043 $20,010.258
Net income 1,484,559 1,484,559
Increase (decrease) resulting from adoption
of U.S. GAAP by U.S. subsidiaries ... (2,107) (2,107)
Cash dividends (608,021) (608,021)
Purchase of treasury Stock ... (139) (139)
Disposal of treasury Stock w.......emmeveeeerssiinenns (129) 892 752
Other (0) (0
Net (decrease) increase for the year ............ 43,602 (21) 427,387 3,387 89,139 563,505
Balance at February 28, 2013 ... $537,634 $5,665,301 $14,988,548  $(76,795) $79.741 $(53) $ (859,290) $16,537 $1,097,182 $21,448,817

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Cash Flows

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries for the fiscal years ended February 28, 2013 and February 29, 2012

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Cash flows from operating activities:
Income before income taxes and minority interests ¥ 262,722 ¥ 230,817 $ 2,824,967
Depreciation and amortization 155,666 139,994 1,673,827
Impairment loss on property and equipment 18,330 14,460 197,096
Amortization of goodwill 17,684 12,915 190,150
Increase (decrease) in allowance for bonuses to employees (1,436) 1,032 (15,440)
Decrease (increase) in prepaid pension cost 2,851 3,303 30,655
Interest and dividend income (6,124) (5.802) (65,849)
Interest expenses and interest on bonds 7.963 6,974 85,623
Equity in earnings of affiliates (1,874) (2,061) (20,150)
Gain on sales of property and equipment (1,404) (2,135) (15,096)
Loss on disposals of property and equipment 6,642 5,468 71,419
Gain on changes in accounting policies applied to foreign subsidiary ... — (4,503) —
Loss on adjustment for changes of accounting standard for asset retirement obligations ... — 22,500 —
Decrease (increase) in notes and accounts receivable, trade (12,603) (12,530) (135,516)
Decrease (increase) in notes and accounts receivable, financial Services ... 4,638 12,651 49,870
Decrease (increase) in inventories (6,474) (10,110) (69,612)
Increase (decrease) in notes and accounts payable, trade 4,005 32,861 43,064
Increase (decrease) in deposits received 6,914 (10,145) 74,344
Net increase (decrease) in loans in banking business 16,900 (3.200) 181,720
Net increase (decrease) in bonds in banking business 30,000 (36,000) 322,580
Net increase (decrease) in deposits received in banking business 37.216 12,532 400,172
Net decrease (increase) in call loan in banking business (20,000) 115,000 (215,053)
Net increase (decrease) in call money in banking business 37,900 (7.000) 407,526
Net change in ATM-related temporary accounts (10,977) 3.739 (118,032)
Other (12,028) 50,720 (129,333)
Sub-total 536,512 571,482 5,768,946
Interest and dividends received 3,190 3.017 34,301
Interest paid (7.466) (7.092) (80,279)
Special contribution (27,963) = (300,677)
Income taxes paid (112,865) (104.765) (1,213,602)
Net cash provided by operating activities 391,406 462,642 4,208,666
Cash flows from investing activities:
Acquisition of property and equipment (Note 9) (276,941) (209.604) (2,977.860)
Proceeds from sales of property and equipment 7.927 12,543 85,236
Acquisition of intangible assets (18,967) (11,193) (203,946)
Payment for purchase of investments in securities (96,257) (178.692) (1,035,021)
Proceeds from sales of investments in securities 101,631 224,549 1,092,806
Payment for purchase of investments in subsidiaries (0) (2,151) (0)
Payment for purchase of investments in subsidiaries resulting in change in scope of
consolidation (Note 9) (10,527) (18.279) (113,193)
Payment for long-term leasehold deposits (23,746) (22,365) (255,333)
Refund of long-term leasehold deposits 30,315 29,849 325,967
Proceeds from deposits from tenants 3,485 5,333 37.473
Refund of deposits from tenants (3.176) (5,276) (34,150)
Proceeds from subsidy income related to urban redevelopment project .......cceriecnneeee. — 2,545 —
Payment for succession of business — (135,794) —
Payment for acquisition of business (Note 9) (52,671) (32,979) (566,354)
Payment for time deposits (14,304) (13,020) (153,806)
Proceeds from withdrawal of time deposits 16,148 15,987 173,634
Other (3,837) (4,257) (41,258)
Net cash used in investing activities (340,922) (342,805) (3,665,827)
Cash flows from financing activities:
Net increase (decrease) in short-term loans (840) 38,324 (9,032)
Proceeds from long-term debts 195,883 113,480 2,106,268
Repayment of long-term debts (97,861) (134,6606) (1,052,268)
Proceeds from commercial paper 40,620 369,009 436,774
Payment for redemption of commercial paper (56,580) (361.252) (608,387)
Payment for redemption of bonds (100)
Dividends paid (56,556) (51,258) (608,129)
Capital contribution from minority interests 0 222 0
Dividends paid for minority interests (6,480) (3,596) (69,677)
Other (8,152) (10,723) (87,655)
Net cash provided by (used in) financing activities 10,032 (40,561) 107,870
Effect of exchange rate changes on cash and cash equivalents 5,864 (2,314) 63,053
Net increase (decrease) in cash and cash equivalents 66,380 76,960 713,763
Cash and cash equivalents at beginning of year 733,707 656,747 7,889,322
Cash and cash equivalents at end of year ¥ 800,087 ¥ 733,707 $ 8,603,086

The accompanying notes are an integral part of these financial statements.
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Notes to Consolidated Financial Statements

Seven & i Holdings Co., Ltd. and its consolidated subsidiaries

1. BASIS OF PRESENTATION OF CONSOLIDATED FINANCIAL STATEMENTS

The accompanying Consolidated Financial Statements of Seven & i
Holdings Co., Ltd. and its consolidated subsidiaries (the “Companies”)
have been prepared in conformity with accounting principles gener-
ally accepted in Japan (“Japanese GAAP"), which are different in
certain respects as to application and disclosure requirements from
International Financial Reporting Standards (“IFRS"), and are compiled
from the Consolidated Financial Statements prepared by Seven & i
Holdings Co., Ltd. (the “Company”) as required by the Financial
Instruments and Exchange Law of Japan.

The accompanying Consolidated Financial Statements also include
the accounts of the Company’s foreign consolidated subsidiaries. The
accounts of the Company’s foreign consolidated subsidiaries are
prepared in accordance with either IFRS or U.S. generally accepted
accounting principles (“U.S. GAAP"), with adjustments for the specific
five items as applicable.

The accompanying Consolidated Financial Statements have been
restructured and translated into English from the Consolidated
Financial Statements prepared in accordance with Japanese GAAP
and filed with the appropriate Local Finance Bureau of the Ministry of
Finance as required by the Financial Instruments and Exchange Law
of Japan. Certain supplementary information included in the statutory
Japanese language Consolidated Financial Statements, but not
required for fair presentation, is not presented in the accompanying
Consolidated Financial Statements.

As permitted under the Financial Instruments and Exchange Law
of Japan, amounts of less than one million yen have been omitted.
As a result, the totals shown in the accompanying Consolidated
Financial Statements (both in yen and in U.S. dollars) do not neces-
sarily agree with the sums of the individual amounts.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Basis of consolidation

The accompanying Consolidated Financial Statements include the
accounts of the Company and 92 subsidiaries as of February 28,
2013 (87 subsidiaries as of February 29, 2012) which, with an excep-
tion due to materiality, include Seven-Eleven Japan Co., Ltd., 7-Eleven,
Inc., Ito-Yokado Co., Ltd., York-Benimaru Co., Ltd., Sogo & Seibu Co.,
Ltd., Seven & i Food Systems Co., Ltd., and Seven Bank, Ltd.

Seven entities have been newly consolidated for the fiscal year
ended February 28, 2013 following the establishment of SEJ Asset
Management & Investment Company, SEVEN-ELEVEN (TIANJIN)
CO., LTD., Ito-Yokado (China) Investment Co., Ltd., Seven Farm
Tokai Co., Ltd. and Seven Farm Tokyo Co., Ltd. and the acquisition
of shares of Financial Consulting & Trading International, Inc. and
Handee Marts, Inc.

On the other hand, two entities were excluded from the scope of
consolidation for the fiscal year ended February 28, 2013 due to the
following reason. On March 1, 2012, KK. York Insurance was dis-
solved due to an absorption-type merger with Seven Financial Service
Co., Ltd. being the surviving entity. On October 1, 2012, Seven
Internet Lab. Co., Ltd. was dissolved due to an absorption-type
merger with Seven Net Shopping Co., Ltd., being the surviving entity.

The fiscal year-end of some subsidiaries is December 31. The
financial statements of such subsidiaries as of and for the fiscal year
ended December 31 are used in preparing the Consolidated Financial
Statements. All material transactions that occur during the period from
January 1 to February 28 are adjusted for in the consolidation process.

The closing date of a certain subsidiary is March 31. Pro forma
financial statements as of the end of February, prepared in a manner
that is substantially identical to the preparation of the official financial
statements, are prepared in order to facilitate its consolidation.

20 affiliates as of February 28, 2013 (19 affiliates as of February
29, 2012), which include PRIME DELICA CO., LTD. and PIA
CORPORATION, are accounted for using the equity method. The
number of affiliates to which the equity method is applied increased
by one in connection with the establishment of SHAN DONG ZHONG

DI CONVENIENCE CO., LTD. When an affiliate is in a net loss position,

the Company's share of such loss is reduced from its loan receivable
from that affiliate. For the affiliates that have a balance sheet date
other than February 28, their individual balance sheet dates are used
in preparing the Consolidated Financial Statements.

All material intercompany transactions and account balances have
been eliminated.

(2) Inventories

Inventories are stated mainly at cost determined by the following
method, with book value written down to the net realizable value.
Cost is determined principally by the retail method for domestic
consolidated subsidiaries and by the FIFO method (except for
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gasoline inventory that is determined by the weighted-average cost
method) for foreign consolidated subsidiaries.

Supplies are carried at cost, which is mainly determined by the last
purchase price method, with book value written down to the net
realizable value.

(3) Securities

Held-to-maturity debt securities are carried at amortized cost.
Available-for-sale securities are classified into two categories,

where: (a) the fair value is available and (b) the fair value is not

available.

(a) Securities whose fair value is available are valued at the quoted
market price prevailing at the end of the fiscal year. Net unrealized
gains or losses on these securities are reported as a separate
component of net assets at a net-of-tax amount. Cost of sales is
determined using the moving-average method.

(b) Securities whose fair value is not available are valued at cost,
determined using the moving-average method.

(4) Derivatives
Derivative financial instruments are valued at fair value.

(5) Property and equipment (excluding lease assets)
Depreciation of property and equipment is computed generally using
the declining-balance method for the Company and its domestic
consolidated subsidiaries, except for the domestic consolidated
subsidiaries in the department store business and foreign consoli-
dated subsidiaries, which use the straight-line method.

(6) Intangible assets (excluding lease assets)
Intangible assets are amortized using the straight-line method for the
Company and its domestic consolidated subsidiaries.

Internal use software is amortized using the straight-line method
over an estimated useful life of 5 years.

Goodwill and negative goodwill arising from consolidated subsid-
jaries that occurred until February 28, 2011 are mainly amortized
over a period of 20 years on a straight-line basis, or charged to
income, if they are immaterial. Negative goodwill arising from consoli-
dated subsidiaries that occurred after March 1, 2011 are charged to
income when incurred. The difference between the cost of invest-
ments and equity in their net assets at the date of acquisition recog-
nized in applying the equity method is treated in the same manner.

(7) Lease assets

The method of accounting for finance leases that do not transfer
ownership of leased property to the lessee changed from treating
such leases as rental transactions to treating them as sale/purchase
transactions and recognizing them as lease assets.



Under the existing accounting standards, finance leases com-
menced prior to March 1, 2009 that do not transfer ownership of
leased property to the lessee are permitted to be accounted for in
the same manner as operating leases if certain “as if capitalized”
information is disclosed in a note to the lessee’s financial statements.

(8) Income taxes
The income taxes of the Company and its domestic consolidated
subsidiaries consist of corporate income taxes, inhabitant taxes and
enterprise taxes.

Deferred tax accounting is applied.

From the fiscal year ended February 28, 2013, the Company and
its wholly owned domestic subsidiaries have applied the Consolidated
Taxation System.

(9) Allowances

(a) Allowance for doubtful accounts

Allowance for doubtful accounts is provided in an amount sufficient
to cover probable losses on collection. It consists of the estimated
uncollectible amount with respect to certain identified doubtful
receivables and an amount calculated using the actual historical rate
of losses.

(b) Allowance for sales promotion expenses

Allowance for sales promotion expenses is provided for the use of
points given to customers at the amount expected to be used on the
balance sheet date in accordance with the sales promotion point
card program.

(c) Allowance for loss on future collection of gift certificates
Allowance for loss on future collection of gift certificates issued by
certain domestic consolidated subsidiaries is provided for future
collection of gift certificates recognized as income after remaining
uncollected for certain periods from their issuance. The amount is
calculated using the historical results of collection.

(d) Allowance for bonuses to employees

Allowance for bonuses to employees is provided at the amount
expected to be paid in respect of the calculation period ended on the
balance sheet date.

(e) Provision for loss on disaster

Provision for loss on disaster is provided at the amount considered to
be appropriate based on the estimation of expenses for the restora-
tion of properties and facilities damaged by the Great East Japan
Earthquake and related losses.

(f) Allowance for accrued pension and severance costs

(Prepaid pension cost)

Allowance for accrued pension and severance costs is provided at
the amount incurred during the fiscal year, which is based on the
estimated present value of the projected benefit obligation less the
estimated fair value of plan assets at the end of the fiscal year.

The excess amount of the estimated fair value of the plan assets
over the estimated present value of projected benefit obligations
adjusted by unrecognized actuarial differences as of February 28,
2013 is recorded as prepaid pension cost. Also, certain domestic

consolidated subsidiaries and consolidated subsidiaries in the United
States provide allowance for accrued pension and severance costs.

Unrecognized actuarial differences are amortized on a straight-line
basis over the period of mainly 10 years from the year following the
year in which they arise, which is shorter than the average remaining
years of service of the eligible employees. Unrecognized prior service
costs are amortized on a straight-line basis over the period of 5 years
or 10 years.

(8) Allowance for retirement benefits to Directors and Audit &

Supervisory Board Members
Allowance for retirement benefits to Directors and Audit & Supervisory
Board Members is provided at the amount required to be paid in
accordance with internal rules.

The Company and some of its consolidated subsidiaries abol-
ished the retirement benefit system for Directors and Audit &
Supervisory Board Members, for which some subsidiaries have
determined to pay the balance at the time of retirement.

(10) Hedge accounting

Interest rate swap contracts are utilized as hedging instruments
and the related hedged items are loans payable. The Companies
have policies to utilize derivative instruments for the purposes of
hedging their exposure to fluctuations in interest rates and reduc-
ing finance costs.

The Companies do not hold or issue derivative instruments for
trading or speculative purposes. If interest rate swap contracts are
used as hedges and meet certain hedging criteria, the recognition of
gains and losses resulting from the changes in fair value of interest
rate swap contracts is deferred until the related gains and losses on
the hedged items are recognized. However, certain interest rate swap
contracts that meet specific hedging criteria are not measured at
market value but the differences between the paid and received
amount under the swap contracts are recognized and included in
interest expenses as incurred. The hedge effectiveness for interest
rate swap contracts is assessed quarterly except for those that meet
specific hedging criteria.

(11) Per share information

Net assets (excluding minority interests in consolidated subsidiaries
and subscription rights to shares) per share as of February 28, 2013
and February 29, 2012 are ¥2,140.45 ($23.01) and ¥1,998.84,
respectively. Net income per share for the fiscal years ended February
28, 2013 and February 29, 2012 are ¥156.26 ($1.68) and ¥146.96,
respectively. Diluted net income per share for the fiscal years ended
February 28, 2013 and February 29, 2012 are ¥156.15 ($1.67) and
¥146.88, respectively.

Net income per share of common stock is computed based on the
weighted-average number of shares of common stock outstanding
and diluted net income per share is computed based on the
weighted-average number of shares of common stock outstanding
during each year after incorporating the dilutive potential of shares of
common stock to be issued upon the exercise of stock options.

The basis for the calculation of net income per share for the fiscal years ended February 28, 2013 and February 29, 2012 are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Net income ........... e ¥138,064 ¥129,837 $1,484,559
Less components not pertaining to common shareholders — — —
Net income pertaining to common shareholders ... et ¥138,064 ¥129,837 $1,484,559
Weighted-average number of shares of common stock outstanding (shares) ............ 883,532,139 883,499,397 —

Cash dividends per share shown in the accompanying Consolidated Statements of Income represent dividends declared as applicable to the

respective fiscal year.
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(12) Treasury stock

Treasury stock shown in the accompanying Consolidated Balance
Sheets includes the portion of the Company’s interests in its treasury
stock held by affiliates accounted for using the equity method accord-
ing to Japanese GAAP on the presentation of treasury stock.

(13) Accounting for consumption taxes and excise tax

The Japanese consumption taxes withheld and consumption taxes
paid are not included in the accompanying Consolidated Statements
of Income. The excise tax levied in the United States and Canada is
included in the accompanying Consolidated Statements of Income.

(14) Foreign currency translation

All assets and liabilities of the Company and its domestic consolidated
subsidiaries denominated in foreign currencies are translated into
Japanese yen at the exchange rate in effect at the respective balance
sheet dates. Translation gains or losses are included in the accompany-
ing Consolidated Statements of Income.

All balance sheet accounts of foreign subsidiaries are translated
into Japanese yen at the exchange rate in effect at the respective
balance sheet dates except for shareholders’ equity, which is trans-
lated at the historical rates. All income and expense accounts are
translated at the average exchange rate for the period. The resulting
translation adjustments are included in the accompanying
Consolidated Balance Sheets under “Foreign currency translation
adjustments” and “Minority interests in consolidated subsidiaries.”

(15) Cash and cash equivalents

Cash and cash equivalents in the accompanying Consolidated
Balance Sheets and Consolidated Statements of Cash Flows are
comprised of cash on hand, demand deposits, and short-term invest-
ments with maturities of three months or less from the date of acqui-
sition, that are liquid, readily convertible into cash, and are subject to
minimum risk of price fluctuation.

(16) Accounting for franchised stores in convenience store
operations

Seven-Eleven Japan Co., Ltd. and 7-Eleven, Inc. recognize franchise

commission from their franchised stores as revenues and include it in

“Operating revenues.”

(17) Change in significant accounting policies for the
preparation of Consolidated Financial Statements

(Change in depreciation method for property and equipment)

In accordance with the amendment of the Corporation Tax Law,

effective from the fiscal year ended February 28, 2013, the Company

and its domestic consolidated subsidiaries have changed their
depreciation method for those property and equipment acquired on
or after April 1, 2012.

As a result of this change, operating income and income before
income taxes and minority interests increased by ¥2,746 million
($29,526 thousand).

(18) New accounting pronouncements

On May 17, 2012 the Accounting Standards Board of Japan (“ASBJ")
issued ASBJ Statement No. 26, “Accounting Standard for Retirement
Benefits” and ASBJ Guidance No. 25, “Guidance on Accounting
Standard for Retirement Benefits,” which replaced the Accounting
Standard for Retirement Benefits that had been issued by the Business
Accounting Council in 1998 and the other related guidance.

Under the revised accounting standard, actuarial gains and losses
and prior service costs shall be recognized within net assets in the
consolidated balance sheets, after adjusting tax effects, and the fund-
ing deficit or surplus shall be recognized as a liability or asset. In addi-
tion, the revised accounting standard allows a choice for the method
of attributing expected benefits to periods of either the straight-line
basis or plan’s benefit formula basis. In addition, the determination
method of the discount rate was amended.

The Company expects to apply the revised accounting standard
from the end of the fiscal year ending February 28, 2015. However,
the amendment of the calculation method for present value of
defined benefit obligations and current service costs will be adopted
from the beginning of the fiscal year ending February 29, 2016.

The effect of adoption of this revised accounting standard is under
assessment at the time of preparation of the accompanying
Consolidated Financial Statements.

(19) Supplementary information

(Application of Accounting Standard for Accounting Changes and
Error Corrections)

From the beginning of the consolidated fiscal year ended February
28, 2013, the Company has applied “Accounting Standard for
Accounting Changes and Error Corrections” (ASBJ Statement No. 24,
December 4, 2009) and the “Guidance on Accounting Standard for
Accounting Changes and Error Corrections” (ASBJ Guidance No. 24,
December 4, 2009) for accounting changes and corrections of prior
year's errors made on or after the beginning of the fiscal year ended
February 28, 2013.

(20) Reclassification
Certain prior year amounts have been reclassified to conform to the
current year’s presentation.

3. U.S. DOLLAR AMOUNTS

The accounts of the Consolidated Financial Statements presented
herein are expressed in Japanese yen and, solely for the convenience
of the reader, have been translated into U.S. dollars at the rate of
¥93=US$1, the approximate rate of exchange prevailing as of

February 28, 2013. The inclusion of such amounts is not intended to
imply that Japanese yen has been or could be readily converted,
realized, or settled in U.S. dollars at this rate or at any other rate.

4. FINANCIAL INSTRUMENTS

Qualitative information on financial instruments

(1) Policies relating to financial instruments

For the management of surplus funds, the Companies’ basic policy is
to give priority to safety, liquidity, and efficiency, investing only in
short-term instruments (within one year) such as deposits at banks
that have high credit ratings.

The Companies mainly raise funds through bank loans and bond
issuance while ensuring the dispersal of redemption periods.

Also, the Companies use derivative instruments to mitigate the risk
of currency exchange rates fluctuations for receivables and payables
denominated in foreign currencies and the risk of fluctuations in the
interest rates of interest-bearing debt as well as to optimize cash
flows for future interest payments. The Companies do not hold or
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issue derivative instruments for trading or speculative purposes.

(2) Details of financial instruments, associated risk, and risk manage-
ment systems
The Companies’ risk management policy is incorporated in the
“Fundamental Risk Management Policy,” which designates the divi-
sions that are responsible for each type of risk and overall risk man-
agement. Further, in relation to financial instruments the Companies
recognize and manage risk as follows.
Notes and accounts receivable, trade are exposed to individual cus-
tomer’s credit risk. The Companies regularly monitor due dates and
outstanding balances, as well as customer creditworthiness, to identify
any concerns and mitigate losses associated with their collectability.



Long-term leasehold deposits, mainly arising from store rental
agreements, are also exposed to individual lessor’s credit risk. As with
notes and accounts receivable, trade, the Companies monitor lessor
creditworthiness to identify any concerns and mitigate losses associ-
ated with their collectability.

Marketable securities mainly consist of negotiable certificates
of deposit used for the management of surplus funds. Investments
in securities mainly consist of shares of companies with which the
Companies have operational relationships and Japanese government
bonds held by Seven Bank, Ltd., which is a subsidiary of the Company.
These investments are exposed to market risk. The Companies
regularly reconsider the holding status of these securities by monitor-
ing market prices and the issuers’ financial position, in light of the
Companies’ business partnerships.

Among notes and accounts payable, trade, debts denominated in
foreign currencies are exposed to the risk of currency exchange rate
fluctuations. In order to mitigate the risk, the Companies enter into
foreign exchange forward contracts that cover a portion of the settle-
ment amount. With regards to the foreign exchange forward con-
tracts, the Companies regularly monitor their valuation.

Among loans, short-term loans and commercial paper are used
mainly to raise operating funds, while long-term loans and bonds are
used mainly for capital investments. These debts are managed com-
prehensively based on the asset-liability management (“ALM") model.

Fair values of financial instruments

Among these debts, long-term loans with variable interest rates
are exposed to the risk of interest rate fluctuations, which is partially
mitigated by interest rate swap contracts. The detailed explanation as
to the specific hedge methods are set out in Note 2, “Summary of
Significant Accounting Policies.”

In relation to the derivative instruments (i.e. forward exchange
contracts, interest rate swap contracts) discussed above, the
Companies mitigate credit risk by restricting counterparties to finan-
cial institutions that have high creditworthiness.

Trade payables, loans, and bonds are exposed to liquidity risk,
which is the risk of failing to settle as scheduled. The Companies
manage the risk through adequately maintaining fund management
plans, as well as by the Company conducting entity-wide cash
management.

(3) Supplementary information on fair values

Fair values of financial instruments are measured through quoted
market prices when available. When quoted market prices are not
available, fair values are estimated by using reasonable valuation
methods. The assumptions of such estimations include variable fac-
tors and, accordingly, if different assumptions are adopted, estimated
fair values may change. The contract amounts of the derivatives dis-
cussed in Note 6, “Derivative Transactions,” below are not an indica-
tor of the market risk associated with derivative transactions.

Book values and fair values of the financial instruments on the Consolidated Balance Sheets as of February 28, 2013 and February 29, 2012

are as follows.

Certain items that are deemed to be immaterial are not included in the table. Financial instruments whose fair value is deemed highly difficult

to measure are also excluded from the table.

Millions of yen

2013

Book value Fair value Difference

Cash and cash equivalents ......... OSSOSO ¥ 800,087 ¥ 800,087 ¥ —
Notes and accounts receivable, trade ... 285,817
Allowance for doubtful @CCOUNES® ...t (2,610)

283,206 286,362 3,155

Marketable securities and iNVeStMENLS IN SECUNTIES ......vvwcvecererirerreerersereseeeeeeeeeeeees 130,782 132,172 1,389
Long-term leasehold deposits® B 297,819
Allowance for doubtful aCCOUNES ... sessseees (848)

296,971 295,323 (1,647)

Total assets .......... . . OO PTN ¥1,511,048 ¥1,513,946 ¥ 2,897

Notes and accounts payable, trade©@ .. ¥ 328,800 ¥ 328,800 ¥ —

Deposits received in banking DUSINESS ... seeeseeseesssessseseees 325,444 326,043 598

Bonds® . OSSP 293,982 303,085 9,102

Long-term loans® ............. 406,751 412,289 5,537

Deposits received from tenants and franchised stores® . 21,754 19,842 (1,911)

Total liabilities ....... R ¥1,376,733 ¥1,390,060 ¥13,326

DErivative INSEIUMENTS®™ ..ot ees e esssesss st sssssssesssesssssssssesssssssssesssssssssssssnees ¥ 598 ¥ 598 ¥ —
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Millions of yen

2012
Book value Fair value Difference
Cash and cash equivalents ......... OO TRPO ¥ 733,707 ¥ 733,707 ¥ —
Notes and accounts receivable, Trade ... 270,953
Allowance for doubtful aCCOUNES® ...t (2,284)
268,668 271,422 2,753
Marketable securities and iNVeStMENtS iN SECUTTIES .....cvivrererreereereireerereeeerereseseiseneeene 151,300 151,081 (218)
Long-term leasehold dePOSIES®) ......c.iiiseriieereiiseesesseessssssesesse s eenees 302,925
Allowance for doubtful @CCOUNESE ...t (954)
301,971 296,948 (5,022)
Total assets .......... . . . ¥1,455,647 ¥1,453,160 ¥(2,487)
Notes and accounts payable, trade® .. ¥ 316,072 ¥ 316,072 ¥ —
Deposits received in banking DUSINESS .......viiiiiireeiesieiseisesissssessssseesseessessseesees 288,228 289,061 832
Bonds® . PO U TSP 263,978 272,131 8,153
Long-term loans® ......... . . . . 286,953 287,804 850
Deposits received from tenants and franchised stores® ........... 21,697 19,451 (2,245)
Total liabilities ... PSS OU ST STSPTP TR ¥1,176,929 ¥1,184,520 ¥ 7,591
Derivative INSTTUMENTS™ ...ttt sttt een ¥ 126 ¥ 126 ¥ —
Thousands of U.S. dollars (Note 3)
2013
Book value Fair value Difference
Cash and cash equivalents ......... AR AR $ 8,603,086 $ 8,603,086 $ —
Notes and accounts receivable, Trade ... 3,073,301
Allowance for doubtful aCCOUNES®) ... eeseseees (28,064)
3,045,225 3,079,161 33,924
Marketable securities and iNVeStMENtS IN SECUNTIES ... 1,406,258 1,421,204 14,935
Long-term easenold dEPOSIES®) ........iureeeieeeieesseses s seesseeessessseess s seesssessens 3,202,354
Allowance for doubtful aCCOUNTS® ...t (9,118)
3,193,236 3,175,516 (17,709)
Total assets.......... . . . $16,247,827 $16,278,989 $ 31,150
Notes and accounts payable, trade® .. $ 3,535,483 $ 3,535,483 $ —
Deposits received in Danking DUSINESS ...t ssssesesenees 3,499,397 3,505,838 6,430
Bonds® . PPN 3,161,096 3,258,978 97,870
Long-term loans® ......... . . . . 4,373,666 4,433,215 59,537
Deposits received from tenants and franchised stores® 233,913 213,354 (20,548)
Total liabilities ... iR AR RS ReeR e R e S et $14,803,580 $14,946,881 $143,290
Derivative INSTIUMENTS™ ...ttt nssnes $ 6,430 $ 6,430 $ —

(@) The amount of allowance for doubtful accounts relates only to notes and accounts receivable, trade.
(b) The amount of long-term leasehold deposits includes a portion of leasehold deposits maturing within one year.
() The amount of allowance for doubtful accounts relates only to long-term leasehold deposits.

(d) The amount of notes and accounts payable, trade includes trade for franchised stores.
(e) The amount of bonds includes bonds due within one year.
(f) The amount of long-term loans include long-term loans due within one year.

(g) The amount of deposits received from tenants and franchised stores includes a portion of the deposits received maturing within one year.
(h) The value of assets and liabilities arising from derivative instruments are shown by net value. Net liabilities are shown in parentheses.

Note 1: Items relating to the calculation of the fair value of financial instruments and derivative instruments

Assets

(1) Cash and cash equivalents

The relevant book values are used, as they are due in a short period;
hence market prices are equivalent to book values.

(2) Notes and accounts receivable, trade

For notes and accounts receivable, trade, the relevant book values
are used, as they are due in a short period; hence market prices are
equivalent to book values. The fair value of items with long settlement
periods is the present value, which is obtained by discounting the
future cash flows over the remaining period by the interest rate that
reflects credit risk.
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(3) Marketable securities and investments in securities

For the fair value of equity securities, market prices are used. For
debt securities, market prices or the prices shown by correspondent
financial institutions are used. For negotiable certificates of deposit,
the relevant book values are used, as they are due in a short period,
hence market prices are equivalent to book values.

(4) Long-term leasehold deposits

The fair value of items with long settlement periods is the present
value, which is calculated by discounting the future cash flows that
reflect credit risks by the corresponding interest rate for government
bonds over the remaining period.



Liabilities

(1) Notes and accounts payable, trade

The relevant book values are used, as they are due in a short period;
hence market prices are equivalent to book values.

(2) Deposits received in banking business

The fair value of deposit on demand is measured at the amount
payable on demand at the balance sheet date (book value). The fair
value of time deposits is measured at their present value, which is
obtained by categorizing the balance in accordance with their matu-
rity and discounting the relevant future cash flows by each category.
The discount rate is the interest rate that would be applied to newly
accepted deposits. For time deposits that are due within one year,
the relevant book values are used, as they are due in a short period;
hence market prices are equivalent to book values.

(3) Bonds
The fair value of bonds that have market prices is based on those prices.
The fair value of bonds that do not have market price is based on

the present value, which is obtained by discounting the total
principal and interest over the remaining period by the interest rate
that reflects credit risk.

(4) Long-term loans

The fair value of long-term loans is based on the present value, which
is obtained by discounting the total of principal and interest by the
interest rate that would be applied if similar new borrowings were
entered into.

(5) Deposits received from tenants and franchised stores

The fair value of deposits received from tenants is the present value,
which is obtained by discounting future cash flows by the correspond-
ing interest rate for government bonds over the remaining period.

Derivative instruments
Refer to Note 6, “Derivative Transactions.”

Note 2: Items for which fair value is deemed highly difficult to measure

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Book value
Investments in securities®
......... ¥ 14,013 ¥ 15,242 $ 150,677
....... 17,733 14,974 190,677
....... 951 370 10,225
. ettt ettt ettt e e s s 122,275 125,825 1,314,784
Deposits received from tenants and franchised Stores® .........nreonneceeonnens 37,120 38,024 399,139

(a) These are not included in “Marketable securities and investments in securities” in the above tables since determining their estimated fair values was deemed to be highly difficult,

due to the fact that these do not have market prices and the future cash flows cannot be estimated.
(b) These are not included in “Long-term leasehold deposits” and “Deposits received from tenants and franchised stores” in the above tables since determining their fair values was
deemed to be highly difficult, due to the fact that the amount to be repaid cannot be reasonably estimated.

Note 3: Redemption schedule for receivables and marketable securities with maturities

Millions of yen

2013

After one year
within five years

After five years

Within one year within ten years After ten years

Cash and cash equivalents ............. ¥ 800,087 ¥ — ¥ — ¥ —
Notes and accounts receivable, trade ....... 275,603 9,392 762 58
Marketable securities and investments in securities
Held-to-maturity debt securities
Governmental and municipal bonds .. 220 200 — —
Available-for-sale securities with maturities
Governmental and municipal bonds .......crreierninceinins 96,500 10 — —
OENET et 24 — — —
Long-term easenold dePOSILS .......cwwweerereirererereiecerseeeseesisseea 31,532 86,900 82,291 97,094
TOLAL o ¥1,203,968 ¥96,503 ¥83,053 ¥97,153

Millions of yen

2012

After one year
within five years

After five years

Within one year within ten years After ten years

Cash and cash equivalents ... ¥ 733,707 ¥ — % — % —
Notes and accounts receivable, trade ....... 262,429 7.874 608 40
Marketable securities and investments in securities
Held-to-maturity debt securities
Governmental and municipal bonds .. — 420 — —
Available-for-sale securities with maturities
Governmental and municipal bonds .. 101,500 26,010 — =
OLNET ettt 25 — — —
Long-term [easenold dePOSILS .......cwweerenreererirereiererseeeseesssseean 31.650 88.161 78,017 105,097
L] = PO ¥1,129.311 ¥122,465 ¥78,626 ¥105,138
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Thousands of U.S. dollars (Note 3)

2013
After one year After five years
Within one year within five years within ten years After ten years
Cash and cash equivalents $ 8,603,086 $ — $ — $ —
Notes and accounts receivable, trade ..... 2,963,473 100,989 8,193 623
Marketable securities and investments in securities
Held-to-maturity debt securities
Governmental and municipal bonds 2,365 2,150 — —
Available-for-sale securities with maturities
Governmental and municipal bonds 1,037,634 107 — —
Other . 258 — — —
Long-term easenold dePOSILS .......cwwweererrererrereereieesseseseerisesenn 339,053 934,408 884,849 1,044,021
TOLAL et $12,945,892 $1,037,666 $893,043 $1,044,655

Note 4: Redemption schedule for deposits received in banking business with maturities

Millions of yen

2013
After one year After five years
Within one year within five years within ten years After ten years
Deposits received in banking business .... ¥257,247 ¥68,197 ¥— ¥—
Millions of yen
2012
After one year After five years
Within one year within five years within ten years After ten years
Deposits received in banking business ... ¥225,341 ¥62,887 ¥— ¥—

Thousands of U.S. dollars (Note 3)

2013
After one year After five years
Within one year within five years within ten years After ten years
Deposits received in banking business ... $2,766,096 $733,301 $— $—

Note: Deposits received in banking business due within one year include deposits on demand.

Note 5: The redemption schedule for long-term debt is disclosed in Note 12, “Short-term Loans and Long-term Debt.”

5. SECURITIES INFORMATION

(1) The following tables summarize the book value and fair value of held-to-maturity debt securities whose fair value is available as of February
28, 2013 and February 29, 2012:

Millions of yen

2013

Type Book value Fair value Difference
Debt securities with fair value exceeding DOOK Value ... ¥421 ¥422 ¥1
Total ... . et ¥421 ¥422 ¥1

Millions of yen

2012

Type Book value Fair value Difference
Debt securities with fair value exceeding book Value ... ¥422 ¥426 ¥3
Total ... . . . s ¥422 ¥426 ¥3

Thousands of U.S. dollars (Note 3)

2013

Type Book value Fair value Difference
Debt securities with fair value exceeding BOOK ValUE ........oovwureemeernecerneceiineceseeiseeeeeens $4,526 $4,537 $10
Total ... . . . s $4,526 $4,537 $10
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(2) The following tables summarize the acquisition cost and book value of available-for-sale securities whose fair value was available as of
February 28, 2013 and February 29, 2012 (excluding non-marketable securities of ¥14,013 million ($150,677 thousand) and ¥15,242 million
as of February 28, 2013 and February 29, 2012, respectively):

Millions of yen

2013
Net unrealized
Book value Acquisition cost gains (losses)
Securities with book value exceeding acquisition cost:
Equity securities SRS ¥ 26,814 ¥ 15,992 ¥10,821
Debt securities
Governmental and municipal bonds, etc. ........ s 60,659 60,654 5
Subtotal .......... . . . . . et 87,474 76,647 10,827
Securities with book value not exceeding acquisition cost:
Equity securities .. . . . . . s 4,308 5,569 (1,260)
Debt securities
Governmental and municipal bonds, etc. .......... . s 36,001 36,001 (0)
Others . . . . . . . et 24 24 —
Subtotal . . . . . . e 40,334 41,596 (1,261)
Total ...... . . . . . . et ¥127.808 ¥118,243 ¥ 9,565

Millions of yen

2012
Net unrealized
Book value Acquisition cost gains (losses)
Securities with book value exceeding acquisition cost:
Equity securities et ¥ 14,338 ¥ 8,888 ¥ 5,450
Debt securities
Governmental and municipal bonds, etc. ...... . s 48,650 48,642 7
Subtotal ........... e 62,988 57,530 5,457
Securities with book value not exceeding acquisition cost:
Equity securities . s 6,056 7,773 (1.716)
Debt securities
Governmental and municipal bonds, etc. ........ et 79,084 79,103 (18)
Others . ; ; » » » » ettt 25 25 —
Subtotal . . . . . . SN 85,166 86,901 (1,735)
Total ...... . . . . . . e ¥148,155 ¥144,432 ¥ 3,722

Thousands of U.S. dollars (Note 3)

2013

Net unrealized
Book value Acquisition cost gains (losses)

Securities with book value exceeding acquisition cost:

Equity securities S $ 288,322 $ 171,956 $116,354
Debt securities
Governmental and municipal bonds, etc. ........ SRS 652,247 652,193 53
Subtotal .......... . . . . . et 940,580 824,161 116,419
Securities with book value not exceeding acquisition cost:
Equity securities... . . . . . s 46,322 59,881 (13,548)
Debt securities
Governmental and municipal bonds, etc. .......... . s 387,107 387,107 (0)
Others . . . . . . . et 258 258 —
Subtotal . . . . . . ettt 433,698 447,268 (13,559)
Total ...... . . . . . . e $1,374,279 $1,271,430 $102,849

(3) Sales amounts and gain (loss) on sales of available-for-sale securities during the fiscal years ended February 28, 2013 and February 29, 2012
are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Sales amounts ....... et ¥124 ¥5,285 $1,333
Gain on sales of available-for-sale securities .......... . . s 31 1,198 333
Loss on sales of available-for-sale securities ........... . .. e 6 — 64
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(4) Impairment loss on securities

For the fiscal years ended February 28, 2013 and February 29, 2012,
the Companies recognized ¥1 million ($10 thousand) and ¥413 mil-
lion as impairment loss on securities, respectively.

The Companies consider securities to be irrecoverable where
market prices decline by more than or equal to 50% of their
acquisition cost. Where market prices decline by between 30%
and 50% of their acquisition cost, the Companies assess the

recoverability and, to the extent necessary, recognize impairment
losses on such securities.

(5) Investments in affiliates included in “Investments in securities” in
the accompanying Consolidated Balance Sheets as of February 28,
2013 and February 29, 2012 are ¥20,285 million ($218,118 thou-
sand) and ¥17,697 million, respectively.

6. DERIVATIVE TRANSACTIONS

The Companies have policies to use interest rate swap contracts,
forward currency exchange contracts and currency swap contracts
only for the purposes of mitigating the risk of fluctuations in interest
rates and foreign currency exchange rates and reducing finance costs.
The Companies do not hold or issue derivative instruments for trading
or speculative purposes. Currency-related transactions and interest
rate swap contracts include the market risk of fluctuations in foreign
currency exchange rates and interest rates, respectively. The risk of

Derivatives not designated as hedging instruments
(1) Currency-related transactions

non-performance is considered to be low as the contracts are
entered into with prestigious financial institutions. The responsible
divisions in the Companies enter into and control these contracts in
accordance with the respective internal policies. The estimated unre-
alized gains and losses from these contracts as of February 28, 2013
and February 29, 2012 are summarized in the following tables. The
estimated fair values of these contracts are based on values prepared
by financial institutions.

Millions of yen

2013
Contract amount
Unrealized
Total After one year Estimated fair value gains (losses)
Forward exchange contracts:
Buy U.S. dollar . ¥8,578 — ¥9,155 ¥577
Buy euro 123 — 145 21

Millions of yen

2012
Contract amount
Unrealized
Total After one year Estimated fair value gains (losses)
Forward exchange contracts:
Buy U.S. dollar . ¥4,028 = ¥4,154 ¥125
Buy euro 87 — 88 0

Thousands of U.S. dollars (Note 3)

2013
Contract amount
Unrealized
Total After one year Estimated fair value gains (losses)
Forward exchange contracts:
Buy U.S. dollar . $92,236 — $98,440 $6,204
Buy euro 1,322 — 1,559 225

Note: The estimated fair values of derivative contracts are measured by reference to prices or indices indicated by financial institutions.

Derivatives designated as hedging instruments
(1) Currency-related transactions

Millions of yen

2013

Contract amount

Total After one year Estimated fair value

Forward exchange contracts, accounted for by deferral hedge accounting

Buy U.S. dollar .

¥8 — ¥(0)

Thousands of U.S. dollars (Note 3)

2013

Contract amount

Total After one year Estimated fair value

Forward exchange contracts, accounted for by deferral hedge accounting

$86 — $(0)

Buy U.S. dollar .

Note: The estimated fair values of derivative contracts are measured by reference to prices or indices indicated by financial institutions.
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(2) Interest rate related transactions

Millions of yen

2013

Contract amount

Total After one year

Estimated fair value

Interest rate swap contracts, where certain criteria are met®
Receive float/Pay fixed

....... ¥15,000 ¥14,000

(@

Millions of yen

2012

Contract amount

Total After one year

Estimated fair value

Interest rate swap contracts, where certain criteria are met®

....... ¥5,000 ¥5,000

Receive float/Pay fixed

@

Thousands of U.S. dollars (Note 3)

2013

Contract amount

Total After one year

Estimated fair value

Interest rate swap contracts, where certain criteria are met®

Receive float/Pay fixed.

....... $161,290 $150,537

(@

Note:

(a) Interest rate swap contracts are accounted for as part of long-term debt. Therefore, the estimated fair value of the contracts is included in the fair value of the underlying

long-term debt.

(b) The estimated fair value of these interest rate swaps is, in effect, included in and presented with that of the hedged item. For details, refer to Note 2 (10), “Hedge accounting.”

7. PROPERTY AND EQUIPMENT

Property and equipment as of February 28, 2013 and February 29, 2012 are as follows:

Thousands of

U.S. Dollars

Millions of yen (Note 3)

2013 2012 2013

BUIlAINGS @NA STTUCTUMES ...ttt ¥ 1,662,449 ¥ 1,525,567 $ 17,875,795
Furniture, fiXtUres and OthEr ... 561,360 474,874 6,036,129
2,223,809 2,000,442 23,911,924

Less: Accumulated dePreCiation ... e ssessas (1,399,750) (1,287.359) (15,051,075)
824,059 713,083 8,860,849

LANA ettt 627,251 590,524 6,744,634
Construction in progress ... 31,203 16,566 335,516
Total ¥ 1,482,514 ¥ 1,320,174 $ 15,941,010

8. IMPAIRMENT LOSS ON PROPERTY AND EQUIPMENT

For the fiscal years ended February 28, 2013 and February 29, 2012, the Companies recognized ¥18,330 million ($197,096 thousand) and
¥14,460 million of impairment loss, respectively, on the following groups of assets.

Fiscal year ended February 28, 2013:

Thousands of

U.S. dollars

Description Classification Location Millions of yen (Note 3)
Stores (Convenience stores) ... Land and buildings, etc. Tokyo Met. 46 stores

Hokkaido Pref. 32 stores

Others (including U.S.)
Stores (Superstores) Land and buildings, etc. Ibaraki Pref. 5 stores

Chiba Pref. 3 stores

Others 12 stores ¥17.463 $187.774
Stores (Department stores) ... Land and buildings, etc. Saitama Pref. 2 stores

Tokushima Pref. 2 stores

Others 3 stores
Stores (Food services) Land and buildings, etc. Tokyo Met. & others 37 stores
Other facilities, etc. ... Land and buildings, etc. Fukushima Pref.

U.S. & others 866 9,311
Total ... ¥18,330 $197,096
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Fiscal year ended February 29, 2012:

Description Classification

Location

Millions of yen

Stores (Convenience Stores) ... Land and buildings, etc. Tokyo Met. 47 stores
Osaka Pref. 46 stores
Others (including U.S.)
Stores (SUPErstores) .......cercercnees Land and buildings, etc. Tokyo Met. 14 stores
Saitama Pref. 12 stores ¥13,721
Others 27 stores
Stores (Department stores) ... Land and buildings, etc. Shizuoka Pref. 1 store
Others 1 store
Stores (FOOd SErviCes) .......rmneeennns Land and buildings, etc. Tokyo Met. & others 38 stores
Other facilities, etC. .. Land and buildings, etc. Fukushima Pref.
U.S. & others 739
L= OO ¥14,460

The Companies group their fixed assets by store, which is the mini-
mum cash-generating unit. The book values of stores whose land had
significantly declined in market price or which incurred consecutive

operating losses were reduced to recoverable amounts, and such
deducted amounts were recorded as an impairment loss.

A breakdown of impairment loss for the fiscal years ended February 28, 2013 and February 29, 2012 are as follows:

Fiscal year ended February 28, 2013:

Millions of yen

Classification Stores Other facilities, etc. Total
Buildings and structures ... ¥11,753 ¥286 ¥12,040
Land ........ . . 3,370 144 3,515
SOEWAIE oo 1 2 4
(4 T= P 2,337 432 2,770
TOTAL ek ¥17.463 ¥866 ¥18,330
Fiscal year ended February 29, 2012:
Millions of yen
Classification Stores Other facilities, etc. Total
Buildings and structures ... ¥ 7,616 ¥200 ¥ 7816
. . 5,024 328 5,353
.............. 5 94 99
1,075 116 1,191
¥13,721 ¥739 ¥14,460
Fiscal year ended February 28, 2013:
Thousands of U.S. Dollars (Note 3)
Classification Stores Other facilities, etc. Total
Buildings and structures ... $126,376 $3,075 $129,462
Land ... . 36,236 1,548 37,795
SOMEWAIE et 10 21 43
(1 T I 25,129 4,645 29,784
TOTAL vtttk $187,774 $9,311 $197,096

In the case where net selling prices were used as recoverable

amounts, relevant assets were evaluated based on real estate

appraisal standards, and in the case where values in use were used
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9. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS

(1) Summary of net assets (assets and liabilities) and net payment for (net receipt from) the acquisition of shares of companies

newly consolidated
Fiscal year ended February 28, 2013:
Financial Consulting & Trading International, Inc.

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2013

Current assets ... ¥ 176 $ 1,892
Non-current assets 5,568 59,870
Current liabilities .. (351) (3,774)
Non-current liabilities ........ (1,645) (17,688)
Goodwiill ... 6,928 74,494
Acquisition cost ... 10,675 114,784
Cash and cash equivalents (148) (1,591)
Payment for acquisition of shares .. ¥10,527 $113,193

Fiscal year ended February 29, 2012:
Seven CS Card Service Co., Ltd.

Millions of yen

2012
Current assets ..... ¥ 158,447
Non-current assets 132
Deferred assets ... 394
Goodwill . 7.251
Current liabilities (137.059)
Minority interests (10.738)
Acquisition cost .. 18,428
Cash and cash equivalents (148)
Payment for acquisition of shares ¥ 18,279
(2) Major non-cash transactions
Thousands of
U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Finance lease obligation for property and equipment recorded in the
Consolidated Balance Sheets for the fiscal years ... ¥16,036 ¥12,491 $172,430
Asset retirement obligations recorded in the Consolidated Balance Sheets
FOI TN FISCAL YEAI'S ettt 7.681 38,130 82,591

(3) Acquisition of business

For the fiscal year ended February 28, 2013, 7-Eleven, Inc. acquired businesses. The acquired assets and liabilities from the acquisition of

business are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2013

Inventories ¥ 5,709 $ 61,387
Goodwill ... 52,380 563,225
Current liabilities .. (8,695) (93,494)
Other ......... 3,276 35,225
Subtotal 52,671 566,354
Property and equipment ... 32,332 347,655
Total ¥85,004 $914,021
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The property and equipment set out above at an amount of ¥32,332 million ($347,655 thousand) are included in acquisition of property
and equipment in the Consolidated Statement of Cash Flows for the fiscal year ended February 28, 2013.

For the fiscal year ended February 29, 2012, 7-Eleven, Inc. acquired businesses. The acquired assets and liabilities from acquisition of
business are as follows:

Millions of yen

2012
Inventories ; ; ¥ 8,747
Goodwill . . 22,795
Current liabilities . (5.256)
Other ....... . . 6,693
Subtotal . . . . . . . . . . . . 32,979
Property and equipment . . 20,181
Total ...... . . . . . . . . . . ¥53,160

The property and equipment set out above at an amount of ¥20,181 million are included in acquisition of property and equipment in the
Consolidated Statement of Cash Flows for the fiscal year ended February 29, 2012.

10. INCOME TAXES

The Company and its domestic consolidated subsidiaries are subject to a number of different taxes based on income which, in aggregate,
indicate statutory rates of approximately 40.7% for the fiscal years ended February 28, 2013 and February 29, 2012. The significant compo-
nents of deferred tax assets and liabilities as of February 28, 2013 and February 29, 2012 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Deferred tax assets:
Allowance for bonuses t0 EMPLOYEES ...t eeseeees ¥ 5,013 ¥ 5954 $ 53,903
Allowance for sales promotion expenses ............ . . s 5,613 5,921 60,354
Accrued payroll . . . . . . s 5,383 4,647 57,881
Allowance for retirement benefits to directors and corporate auditors ... 855 893 9,193
Allowance for accrued pension and severance costs ...... . e 679 579 7,301
Allowance for loss on future collection of gift certificates . e 1,284 1,572 13,806
Deposit received in relation to the electronic money business ..........uvereenceeen. 4,673 4,673 50,247
Depreciation and amortization ...... » » . . » 14,101 13,196 151,623
Tax loss carried forward ... . 29,812 35,380 320,559
Valuation loss on available-for-sale securities .......... . . . . 1,190 1,170 12,795
Allowance for doubtful accounts ... 3,453 3,040 37,129
Unrealized loss on property and equipment . . . . 12,485 12,307 134,247
Impairment loss on property and equipment valuation and loss on land ................. 39,671 41,681 426,569
Accrued enterprise taxes and business office taxes . . . 4,956 5555 53,290
Accrued expenses ... ; ; ; ; ; ST 9,674 7,718 104,021
Asset retirement obligations . . . . . s 15,001 13.377 161,301
Rights of trademark ... . . . . . et 7,998 9,112 86,000
Other .. . . . . . . . e 23,718 21,488 255,032
Subtotal ........ . . . . . . e 185,567 188,273 1,995,344
Less: Valuation @llOWANCE ... (77,400) (83.895) (832,258)
TOLAL ettt 108,167 104,377 1,163,086
Deferred tax liabilities:
Unrealized gains on property and equipment .. . . et (37,370) (33.728) (401,827)
Royalties, etc. .... . . . . . . et eeeen (10,272) (9,533) (110,451)
Reserve for advanced depreciation of property and equipment .........ccccceereneienenes (991) (1,063) (10,655)
Unrealized gains on available-for-sale securities . . e (2,658) (1.017) (28,580)
Prepaid pension cost ....... . . . . . . (11,228) (2,362) (120,731)
Unrealized intercompany profit ... . . . . . (5,303) (4,704) (57,021)
Removal cost related to asset retirement obligations ....... . (4,847) (4,499) (52,118)
Other .......... . . . . . . . . . (3,022) (2,965) (32,494)
Total ....... . . . . . . . . . (75,695) (59.874) (813,924)
Net deferred tax assets® .......... . . . . e ¥ 32471 ¥ 44,502 $ 349,150
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(a) Net deferred tax assets are included in the assets and liabilities shown below.

Thousands of

UsS. dollars
Millions of yen (Note 3)

2013 2012 2013

Current assets—Deferred income taxes ¥ 34,493 ¥ 38,905 $ 370,892
Other assets—Deferred income taxes 32,943 40,147 354,225
Current liabilities—Other (163) — (1,752)
Non-current liabilities—Deferred income taxes (34,801) (34,550) (374,204)

The reconciliation of the difference between the statutory tax rate and the effective tax rate for the fiscal years ended February 28, 2013 and
February 29, 2012 are as follows:

2013 2012
Statutory tax rate . 40.7% 40.7%
Adjustments:
Equity in earnings of affiliates ... . . . . . . . . . (0.3) (0.4)
Amortization of goodwill . . . . . . . . . . 2.7 2.3
Non-deductible items, such as entertainment expenses . . . . . . 0.2 0.2
Decrease in valuation allowance . . . . . . . . . (1.3) 0.7)
Inhabitant taxes per capital ........ . . . . . . . . . 0.6 0.6
Effect from the adoption of consolidated corporate-tax filing system .. . — (4.3)
Effect of revised corporate tax rate ........ . . . . . . . . — 1.6
Elimination of gain on sales of subsidiaries’ stock for consolidation ...... . . . . 0.3 —
Other ... . . . . . . . . . . . . (0.7) (0.9
Effective tax rate ... . . . . . . . . . . 42.2% 39.1%

11. RETIREMENT BENEFITS

(1) Summary of the retirement benefit plans Additional retirement benefits may be added upon the retirement
The Company and its domestic consolidated subsidiaries mainly of employees. Consolidated subsidiaries in the United States have a
provide the employee pension fund plan in the form of a defined defined contribution pension plan and a defined benefit plan.

benefit plan, although some of the domestic subsidiaries provide a
defined contribution pension plan or a lump severance payment plan.

(2) Projected retirement benefit obligations

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013
Projected benefit ODLIZALIONS® ... seseens ¥(218,009) ¥(202,157) $(2,344,182)
Fair value of plan assets (including employee retirement benefit trust) ... 219,117 171,852 2,356,096
Unrecognized actuarial differEnCaS ...ttt essees 25,856 32,809 278,021
Unrecognized prior service cost ... ; ; ; ; [ 208 374 2,236
Prepaid pension cost, net of allowance for accrued pension and severance costs ... 27,173 2,878 292,182
Prepaid pension cost ......... . . . [ESRR 31,786 6,674 341,784
Allowance for accrued pension and severance costs ........ . e ¥ (4,613) ¥ (3.796) $ (49,602)

(a) For some of the consolidated subsidiaries, the simplified method is used for computing retirement benefit obligations.

(3) Net periodic benefit cost

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

SEIVICE COSEE .ottt ¥11,338 ¥11.599 $121,913
Interest cost ........... . . . . ; ; [EOTRR 4,124 4,054 44,344

Expected return 0N Plan @SSELS ...ttt (4,280) (4,201) (46,021)
Amortization of actuarial differenCES ...t eeeesseeees 5,011 5,253 53,881
Amortization of prior year service cost ....... x x x —— 142 151 1,526
Additional retirement benefits ....... . . . . et 3,454 130 37,139
Net Periodic DENEFIt COSTD) ...t seess st ssss st essss s sesesseas ¥19,790 ¥16,987 $212,795

(a) Net periodic benefit cost of subsidiaries using the simplified method is included.
(b) Besides the above net periodic benefit cost, ¥510 million (35,483 thousand) and ¥614 million of benefit cost related to the defined contribution pension plan employed by
subsidiaries in the United States were recorded for the fiscal years ended February 28, 2013 and February 29, 2012, respectively.
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(4) Assumptions used in accounting for retirement benefit obligations

2013 2012
Allocation method of estimated total retirement benefits Point basis Point basis
Discount rate:

Mainly ... . . . . . 1.5% 2.0%

Consolidated subsidiaries in the United States . 4.1% 5.0%
Expected rate of return on plan assets:

Mainly ... 2.5% 2.5%

Periods over which the prior service cost is amortized ....... 5 years or 5 years or

10 years 10 years

Periods over which the actuarial differences are amortized® ...... 10 years 10 years

(a) Actuarial differences are amortized in the year following the year in which the differences are recognized primarily using the straight-line method over the period (mainly 10 years),
which is shorter than the average remaining years of service of the employees. Consolidated subsidiaries in the United States have adopted the corridor approach for the amortiza-

tion of actuarial differences.

12. SHORT-TERM LOANS AND LONG-TERM DEBT

The following summarizes information concerning short-term loans:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Outstanding balance at fiscal year-end:
Short-term bank loans® OSSPSR ¥145,750 ¥139,690 $1,567,204
Weighted-average interest rate at year-end:
ShOrt-term DaNK LOANS ...t 0.4% 0.4% 0.4%

(@) The total amounts of short-term loans with collateral as of February 28, 2013 and February 29, 2012 are ¥3,400 million ($36,559 thousand) and ¥3,400 million, respectively (Note 18).

Long-term debt as of February 28, 2013 and February 29, 2012 consists of the following:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Outstanding balance as of fiscal year-end:
Loans, principally from banks and insurance companies, due fiscal 2012 to 2024
with interest rates ranging from 0.6% tO 7.0%® .....cooccrierermrerireresneessesessseessseeesssseens ¥ 406,751 ¥ 286,953 $ 4,373,666
LEASE ODLIZALIONS ouuveueeueteetseiseiieeeseesees ettt 37,958 31,569 408,150
Seven & i Holdings Co., Ltd.:
1.48% unsecured straight bonds, due June 20, 20713 ......cooerererireeereeesneereeerseeeens 39,999 39,998 430,096
1.68% unsecured straight bonds, due June 19, 2015 ... 29,996 29,994 322,537
1.94% unsecured straight bonds, due June 20, 2018 ......cccccovvvereeneenceeseneeererseeeens 29,987 29,984 322,440
0.541% unsecured straight bonds, due June 19, 2015 ... 30,000 30,000 322,580
0.852% unsecured straight bonds, due June 20, 2017 ..... 20,000 20,000 215,053
1.399% unsecured straight bonds, due June 19, 2020 ..... 60,000 60,000 645,161
Seven Bank, Ltd.:
1.67% unsecured straight bonds, due December 20, 2013 24,000 24,000 258,064
0.74% unsecured straight bonds, due June 20, 2012 .......... — 10,000 —
1.04% unsecured straight bonds, due June 20, 2014 .......... 20,000 20,000 215,053
0.398% unsecured straight bonds, due June 20, 2017 ......... 30,000 — 322,580
0.613% unsecured straight bonds, due June 20, 2019 ......... 10,000 — 107,526
7-Eleven, Inc.:
COMMETCIAL PAPET v ssse bbbttt 6,579 21,455 70,741
745,272 603,957 8,013,677
Current portion Of lONG-LErM AEDL ...t seeees (199,683) (128,145) (2,147,129)
¥ 545,588 ¥ 475,811 $ 5,866,537

(b) The total amounts of long-term debt with collateral as of February 28, 2013 and February 29, 2012 are ¥14,292 million ($153,677 thousand) and ¥62,911 million, respectively

(Note 18).
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The aggregate annual maturities of long-term debt are as follows:

Thousands of

U.S. dollars

Fiscal years ending February 28 or 29: Millions of yen (Note 3)
2014 ... . . ¥199,683 $2,147,129
2015 ... . . . . . . . . . 115,935 1,246,612
2016 ... . . . 115,244 1,239,182
2017 i . . . . . . . . 29,852 320,989
2018 . . . . . . . . . . . . 114,606 1,232,322
Thereafter ... . . . . . . . . . . . 169,950 1,827,419
¥745,272 $8,013,677

13. LEASES

(1) Finance leases
As described in Note 2 (7), under the existing accounting standards, finance leases, commenced prior to March 1, 2009, which do not transfer
ownership of leased property to the lessee, are accounted for in the same manner as operating leases.

As lessee:
A summary of assumed amounts of acquisition cost, accumulated depreciation, impairment loss, and net book value, including the interest por-
tion, as of February 28, 2013 and February 29, 2012 is as follows:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013

Furniture, fixtures and equipment:
ACQUISTTION COST ruirierrircirririeserieteres sttt ¥ 18,920 ¥ 66,341 $ 203,440
Accumulated depreciation .......... . . . . s (17,302) (55.917) (186,043)
Accumulated IMPAITMENT LOSS ... bbbt eessseees 0 (65) 0
Net book value ... . . . . . . et ¥ 1,618 ¥ 10,358 $ 17,398

Software:

Acquisition cost .. . . . . . . e ¥ 8 ¥ 164 $ 86
Accumulated depreciation . . . . . . (7) (134) (75)
Net book value ... ¥ 1 ¥ 30 $ 10
Lease payments ........ ¥ 8,765 ¥ 13,921 $ 94,247
Reversal of allowance for impairment loss on leased assets . ¥ 65 ¥ 129 $ 698
Depreciation expense@ ®© ... . . . . s ¥ 8,830 ¥ 14,050 $ 94,946
Impairment oss ... . . . . . . e ¥ — ¥ 39 $ —

(a) Depreciation expense included the interest portion.
(b) Depreciation expense is computed using the straight-line method over the lease term assuming no residual value.

The future lease payments of the Companies’ finance leases, including the interest portion, as of February 28, 2013 and February 29, 2012
are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

DUE WILNIN ONE YEAI w.cveeerieereeeeseeeeeeeessseseeeeessss e sesssss s ssssss s ssss s nessss ¥1,550 ¥ 8,832 $16,666

DUE GFTEI ONE YA ..ottt ettt 68 1,622 731

Total ... » . . . . . . ettt ¥1,619 ¥10,454 $17.,408
Balance of impairment loss account on leased assets included in

the outstanding future lease PAYMENLS ...t ¥ 0 ¥ 65 $ 0
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As lessor:
A summary of acquisition cost, accumulated depreciation, and net book value as of February 28, 2013 and February 29, 2012 is as follows:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013

Furniture, fixtures and equipment:
ACGUISTTION COST vriuierririrriniesesietesesesssess ettt ¥ 5,890 ¥10,560 $ 63,333
Accumulated depreciation .......... . . . . s (4,956) (8,248) (53,290)
NET DOOK VAIUE eeeereeeveeeeesseeeeieeeesseeeeess st sessssesess s sess st esess s ssssnenes ¥ 934 ¥ 2,311 $ 10,043
Lease income ........... " " " " " " R ¥ 1,071 ¥ 1954 $ 11,516
Depreciation expense ......... . . . . . e ¥ 973 ¥ 1,776 $ 10,462
INEEIEST INCOME() oot ¥ 51 ¥ 118 $ 548

(c) Allocation of interest income to each period is computed using the effective interest method.

The future lease income of the Companies’ finance leases as of February 28, 2013 and February 29, 2012 is as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

DUE WIthIN ONE YT .ecveiieeceieeeeeeiresieeese s essseess s ses s sesss s sesss s ssensssenes ¥ 672 ¥1,452 $ 7,225
DUE tEI ONE YA oot sese s ses s ses st es s eeseenen 345 1,027 3,709
Total ...... . . . . . . . S, ¥1,017 ¥2,480 $10,935

(2) Operating leases
The amounts of outstanding future lease payments under lease agreements other than finance leases, which are non-cancelable, including the
interest portion, as of February 28, 2013 and February 29, 2012 are as follows:

As lessee:
Thousands of
U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
DUE WININ ONE YOI ...ouieiiiriiieeieieseiiiscsssssessssssessssse s ssssse s ssss s sssse s ¥ 69,336 ¥ 62,082 $ 745,548
DUE AN ONE YA ..ottt 413,773 360,904 4,449,172
Total ... . » » » » . . [T ¥483,109 ¥422,987 $5,194,720
As lessor:
Thousands of
U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
DUE WItNIN ONE YT ..ottt ¥1,735 ¥1,867 $18,655
DUE GFTEI ONE YA ...t 4,164 6.107 44,774
Total ...... ; ; ; ; ; ; ; [ ¥5,899 ¥7,975 $63,430

14. ASSET RETIREMENT OBLIGATIONS

Fiscal years ended February 28, 2013 and February 29, 2012:

(1) Summary of asset retirement obligations
Asset retirement obligations recorded by the Companies are mainly related to the obligations to restore stores to their original condition upon
termination of their lease contracts.

(2) Calculation method of the asset retirement obligations

In the calculation process of asset retirement obligations, the Companies estimate terms of use between 2 and 50 years and use a discount rate
between 0.1 and 8.3%.
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(3) Changes in the total amounts of applicable asset retirement obligations for the fiscal years ended February 28, 2013 and

February 29, 2012

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Balance at DEZINNING Of YA ...ttt ¥45,186 ¥40,311 $485,870
Increase due to acquisition of property and eqQUIPMENT ... 5,041 4,230 54,204
Adjustment due tO PaSSAZE Of LIME .ttt esseeeees 990 871 10,645
Decrease due to settlement of asset retirement obligations ... (1,774) (565) (19,075)
Others ......... . PSP 2,777 337 29,860
BalancCe at N Of YEAI ...t ¥52,220 ¥45,186 $561,505

Note: From the fiscal year ended February 29, 2012, the Companies have applied the “Accounting Standard for Asset Retirement Obligations” (ASBJ Statement No. 18, March 31,
2008) and the “Guidance on Accounting Standard for Asset Retirement Obligations™ (ASBJ Guidance No. 21, March 31, 2008).
The balance at beginning of the fiscal year ended February 29, 2012, above represents the asset retirement obligations as a result of the adoption of these standards.

15. OTHER COMPREHENSIVE INCOME

The components of other comprehensive income including reclassification adjustments and tax (expense) or benefits for the fiscal year ended

February 28, 2013 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2013
Unrealized gains (losses) on available-for-sale securities, net of taxes:
Increase (decrease) during the fiscal year ......... ¥ 5,839 $ 62,784
Reclassification adjustments ... 2 21
Amount before tax .... 5,842 62,817
Tax (expense) or benefit ....... (1,781) (19,150)
Subtotal ........ . . . . 4,061 43,666
Unrealized gains (losses) on hedging derivatives, net of taxes:
Increase (decrease) during the fiscal year ......... 0) (0)
Reclassification adjustments ... — —
Amount before tax .... . (0) (0)
Tax (expense) or benefit ........ — —
Subtotal ......... . . (0) (0)
Foreign currency translation adjustments:
Increase (decrease) during the fiscal year ......... 40,773 438,419
Share of other comprehensive income of associates accounted for using equity method:
Increase (decrease) during the fiscal year ......... 60 645
Total other comprehensive income .. ¥44,895 $482,741

16. NET ASSETS

Net assets are comprised of four subsections, which are shareholders’

equity, accumulated other comprehensive income, subscription rights to

shares, and minority interests in consolidated subsidiaries.

Under the Japanese Corporation Law (“the Law”) and related
regulations, the entire amount paid for new shares is required to be
designated as common stock. However, a company may, by a resolu-
tion of its board of directors, designate an amount not exceeding
one-half of the price of the new shares as additional paid-in capital,
which is included in capital surplus.

Under the Law, in cases where dividend distribution of surplus is
made, the smaller of an amount equal to 10% of the dividend or the
excess, if any, of 25% of common stock over the total of additional
paid-in capital and legal earnings reserve must be set aside as addi-
tional paid-in capital or legal earnings reserve. Legal earnings reserve
is included in retained earnings in the accompanying Consolidated

Balance Sheets.

Additional paid-in capital and legal earnings reserve may not be
distributed as dividends. Under the Law, all additional paid-in
capital and all legal earnings reserve may be transferred to other
capital surplus and retained earnings, respectively, which are
potentially available for dividends.

The maximum amount that the Company can distribute as divi-
dends is calculated based on the Non-Consolidated Financial
Statements of the Company in accordance with the Law.

At the annual shareholders’ meeting, held on May 23, 2013, the
shareholders approved cash dividends amounting to ¥29,157 million
($313,516 thousand). Such appropriations have not been accrued in
the Consolidated Financial Statements as of February 28, 2013. Such
appropriations are recognized in the period in which they are
approved by the shareholders.
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17. STOCK OPTIONS

Stock option expense that is accounted for as “Selling, general and administrative expenses” on the Consolidated Statements of Income for the
fiscal years ended February 28, 2013 and February 29, 2012 amounted to ¥392 million ($4,215 thousand) and ¥357 million, respectively.

(1) The Company
A. Outline of stock options

First grant

Second grant

Title and number of grantees ...

Number of stock options@ .........ccceeeneee.
Grant date ............
Exercise condition

Intended service period ...
Exercise period .....

4 directors of the Company

15,900 common shares

August 6, 2008

(b)

No provisions

From May 1, 2009 to August 6, 2028

92 executive officers of the Company, and directors and
executive officers of subsidiaries of the Company

95,800 common shares

August 6, 2008

(b)

No provisions

From August 7, 2009 to August 6, 2038

Third grant

Fourth grant

Title and number of grantees

Number of stock options® ...
Grant date ..............
Exercise condition
Intended service period ...
Exercise period .....

6 directors of the Company

24,000 common shares

June 15, 2009

(b)

No provisions

From February 28, 2010 to June 15, 2029

106 executive officers of the Company, and directors
and executive officers of subsidiaries of the Company

129,700 common shares

June 15, 2009

(b)

No provisions

From February 28, 2010 to June 15, 2039

Fifth grant

Sixth grant

Title and number of grantees ........cccece.e.

Number of stock options® ...
Grant date ...
Exercise condition
Intended service period ........ovreenceneen.
Exercise period .....

6 directors of the Company

21,1700 common shares

June 16, 2010

(b)

No provisions

From February 28, 2011 to June 16, 2030

115 executive officers of the Company, and directors
and executive officers of subsidiaries of the Company

114,400 common shares

July 2, 2010

(b)

No provisions

From February 28, 2011 to July 2, 2040

Seventh grant

Eighth grant

Title and number of grantees

Number of stock options® ...
Grant daté ...........
Exercise condition

Intended service period ..o
Exercise period ...

6 directors of the Company

25,900 common shares

June 15, 2011

(b)

No provisions

From February 29, 2012 to June 15, 2031

121 executive officers of the Company, and directors
and executive officers of subsidiaries of the Company

128,000 common shares

June 15, 2011

(b)

No provisions

From February 29, 2012 to June 15, 2041

Ninth grant

Tenth grant

Title and number of grantees ........c......

Number of stock options®
Grant date ..............
Exercise condition
Intended service period ...
Exercise period .....

7 directors of the Company

27,000 common shares

July 6, 2012

®

No provisions

From February 28, 2013 to July 6, 2032

118 executive officers of the Company, and directors
and executive officers of subsidiaries of the Company

126,100 common shares

July 6, 2012

®

No provisions

From February 28, 2013 to July 6, 2042

(a) Number of stock options means total shares to be issued upon exercise of subscription rights to shares.
(b) Within 10 days from the day following the day that a subscription holder loses their position as a director or executive officer of the Company or of its subsidiaries.
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B. Scale and changes in stock options

The following describes scale and changes in stock options that existed during the fiscal year ended February 28, 2013. The number of stock

options is translated into the number of shares.

Fiscal year ended February 28, 2013:

Number of stock options

First grant

Second grant

Third grant

Fourth grant

Before vested
As of February 29, 2012 ..........
Granted
Forfeited ...
Vested
Outstanding ..cveveeeenerneereeneenes

After vested
As of February 29, 2012 ..........
AV 41 (T [
EXErcised ...
Forfeited
Outstanding

15,900

66,000

5,600

60,400

24,000

100,200

9,100

91,100

Fifth grant

Sixth grant

Seventh grant

Eighth grant

Before vested
As of February 29, 2012 ..........
Granted
Forfeited ...,
Vested
Outstanding ..cveeveeeenerneereeneenes

After vested
As of February 29, 2012 ..........
AV =1 (T [
EXErcised ...
Forfeited
Outstanding

21,100

95,900

9,500

86,400

128,000

9,600

118,400

Ninth grant

Tenth grant

Before vested
As of February 29, 2012 ..........
Granted
Forfeited ...
Vested
Outstanding ...
After vested
As of February 29, 2012 ..........
Vested
Exercised
Forfeited ...
Outstanding .....cccveveeeveeeeeeeneeens

27,000

27,000

27,000

27.000

126,100
1,400
124,700

124,700

124,700
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Price information

First grant

Second grant

Third grant

Fourth grant

Exercise price .....nnieeen

¥1 ($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

Average exercise price ...........

¥229,600 ($2,468) per
subscription right to
shares

¥229,900 ($2,472) per
subscription right to
shares

Fair value at the grant date®

¥307,000 ($3,301) per
subscription right to
shares

¥311,300 ($3.347) per
subscription right to
shares

¥204,500 ($2,198) per
subscription right to
shares

¥211,100 ($2.269) per
subscription right to
shares

Fifth grant

Sixth grant

Seventh grant

Eighth grant

Exercise price .....enenn.

¥1 ($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

Average exercise price ..........

¥229,700 ($2,469) per
subscription right to
shares

¥229,800 ($2,470) per
subscription right to
shares

Fair value at the grant date®

¥185,000 ($1,989) per
subscription right to
shares

¥168,900 ($1.816) per
subscription right to
shares

¥188,900 ($2,031) per
subscription right to
shares

¥185,300 ($1,992) per
subscription right to
shares

Ninth grant

Tenth grant

Exercise price ...

¥1 ($0.01) per share

¥1 ($0.01) per share

Average exercise price ..........

Fair value at the grant date®

¥216,400 ($2,326) per
subscription right to
shares

¥206,400 ($2.219) per
subscription right to
shares

(@) The number of shares to be issued upon exercise of one subscription right to shares shall be 100 common shares of the Company.

C. Valuation method for estimating per share fair value of stock options
Valuation method used for valuating fair value of the Ninth grant of subscription rights to shares and Tenth grant of subscription rights to shares
during the fiscal year ended February 28, 2013 were as follows:

Valuation method used

Black-Scholes option-pricing model

Principal parameters and estimation method

Ninth grant Tenth grant
Expected volatility of the underlying stock price® ................ 32.37% 30.34%
Remaining expected life of the 0ption® ..........nenereinneens 5.02 years 6.89 years
Expected dividends on the StoCk@ .......crimcreecnnereriinecreinnenns ¥62 ($0.66) per share ¥62 ($0.66) per share
Risk-free interest rate during the expected option term@ ...... 0.202% 0.419%

(a) The Ninth grant is calculated based on the actual stock prices during the five years and one month from June 29, 2007 to July 6, 2012.
The Tenth grant is calculated based on the actual stock prices during the six years and ten months from September 1, 2005 to July 6, 2012.

(b) The average expected life of the option was estimated assuming that the options were exercised at the weighted-average period from valuation date to each director’s expected
retirement date, based upon the number of stock options allocated to each director, plus 10 days being the exercisable period.

(c) Expected dividends are determined based on the expectable dividends on common stock for the fiscal year ended February 28, 2013.

(d) Japanese government bond yield corresponding to the average expected life.

D. Estimation of the number of stock options vested
Because it is difficult to reasonably estimate the number of options that will expire in the future, the number of options that have been forfeited
is reflected.
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(2) Seven Bank, Ltd.
A. Outline of stock options

First grant-1

First grant-2

Title and number of grantees .........c........
Number of stock options®@ ...
Grant date ............
Exercise condition
Intended service period
Exercise period ...

5 directors of Seven Bank, Ltd.

184,000 common shares

August 12, 2008

(b)

No provisions

From August 13, 2008 to August 12, 2038

3 executive officers of Seven Bank, Ltd.
21,000 common shares

August 12, 2008

©

No provisions

From August 13, 2008 to August 12, 2038

Second grant-1

Second grant-2

Title and number of grantees ........ccc......
Number of stock options®@ ...
Grant date ........... .
Exercise condition ...
Intended service period ...
Exercise period ...

4 directors of Seven Bank, Ltd.

171,000 common shares

August 3, 2009

(b)

No provisions

From August 4, 2009 to August 3, 2039

5 executive officers of Seven Bank, Ltd.
38,000 common shares

August 3, 2009

(©

No provisions

From August 4, 2009 to August 3, 2039

Third grant-1

Third grant-2

Title and number of grantees ........cc......
Number of stock options®@ .......ccccueeneee.
Grant date ...........
Exercise condition .....
Intended service period
Exercise period ...

5 directors of Seven Bank, Ltd.

423,000 common shares

August 9, 2010

(b)

No provisions

From August 10, 2010 to August 9, 2040

4 executive officers of Seven Bank, Ltd.
51,000 common shares

August 9, 2010

(©

No provisions

From August 10, 2010 to August 9, 2040

Fourth grant-1

Fourth grant-2

Title and number of grantees ...
Number of stock options® ...
Grant date ............ .
Exercise condition ...
Intended service period ...
Exercise period ...

5 directors of Seven Bank, Ltd.

440,000 common shares

August 8, 2011

(b)

No provisions

From August 9, 2011 to August 9, 2041

8 executive officers of Seven Bank, Ltd.
118,000 common shares

August 8, 2011

©

No provisions

From August 9, 2011 to August 9, 2041

Fifth grant-1

Fifth grant-2

Title and number of grantees ........c......
Number of stock options®

Grant date ...
Exercise condition ...

Intended service period ...
Exercise period ...

6 directors of Seven Bank, Ltd.

363,000 common shares

August 6, 2012

(b)

No provisions

From August 7, 2012 to August 6, 2042

7 executive officers of Seven Bank, Ltd.
77,000 common shares

August 6, 2012

(©

No provisions

From August 7, 2012 to August 6, 2042

(@) Number of stock options means total shares to be issued upon exercise of subscription rights to shares.
(b) Within 10 days from the day following the day that a subscription holder loses their position as a director of Seven Bank, Ltd.
(c) Within 10 days from the day following the day that a subscription holder loses their position as a director or executive officer of Seven Bank, Ltd.
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B. Scale and changes in stock options
The following describes the scale and changes in stock options that existed during the fiscal year ended February 28, 2013. The number of
stock options is translated into the number of shares.

Fiscal year ended February 28, 2013:

Number of stock options

First grant-1

First grant-2

Second grant-1

Second grant-2

Before vested
As of February 29, 2012
Granted

Forfeited .

Vested ...

Outstanding ....c.cceveeeeeneen.

After vested

As of February 29, 2012 .o 157,000 14,000 171,000 30,000
VESEEA ettt — — — —
EXEICISEA oottt — 7,000 — 7,000
FOrfeited .. — — — —
(U151 t=a Lo [ = RN 157,000 7,000 171,000 23,000

Third grant-1

Third grant-2

Fourth grant-1

Fourth grant-2

Before vested
As of February 29, 2012
Granted

Forfeited .

Vested ...

Outstanding ....c.cceveeeeeneen.

After vested

As of February 29, 2012 .o 423,000 38,000 440,000 118,000
VESEEA et — — — —
EXEICISEA .ot — 13,000 — 14,000
Forfeited ..o — — — —
Outstanding 423,000 25,000 440,000 118,000

Fifth grant-1

Fifth grant-2

Before vested
As of February 29, 2012
Granted

Forfeited ...........

Vested ..

Outstanding .......
After vested

As of February 29, 2012

Vested ..

Exercised ...........

Forfeited ..............

Outstanding .......

363,000

363,000

363,000

363,000

77,000

77,000

77,000

77,000
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Price information

First grant-1

First grant-2

Second grant-1

Second grant-2

Exercise price ...

¥1 ($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

Average exercise price ...........

¥186,000 ($2,000) per
subscription right to
shares

¥186,000 ($2,000) per
subscription right to
shares

Fair value at the grant date®

¥236,480 ($2,542) per
subscription right to
shares

¥236,480 ($2,542) per
subscription right to
shares

¥221,862 ($2,385) per
subscription right to
shares

¥221,862 ($2,385) per
subscription right to
shares

Third grant-1

Third grant-2

Fourth grant-1

Fourth grant-2

Exercise price ...

¥1 ($0.01) per share

¥1($0.01) per share

¥1 ($0.01) per share

¥1 ($0.01) per share

Average exercise price ...........

¥186,000 ($2,000) per
subscription right to
shares

¥186,000 ($2,000) per
subscription right to
shares

Fair value at the grant date®

¥139,824 ($1,503) per
subscription right to
shares

¥139,824 ($1.503) per
subscription right to
shares

¥127,950 ($1.375) per
subscription right to
shares

¥127.,950 ($1,375) per
subscription right to
shares

Fifth grant-1

Fifth grant-2

Exercise price ...

¥1 ($0.01) per share

¥1($0.01) per share

Average exercise price ........

Fair value at the grant date®

¥175,000 ($1.881) per
subscription right to
shares

¥175,000 ($1,881) per
subscription right to
shares

(@) The number of shares to be issued upon exercise of one subscription right to shares shall be 1,000 common share of Seven Bank, Ltd.

C. Valuation method for estimating per share fair value of stock options
The valuation method used for valuating fair value of the Fifth grant-1 of subscription rights to shares and Fifth grant-2 of subscription rights to
shares during the fiscal year ended February 28, 2013 were as follows:

Valuation method used

Black-Scholes option-pricing model

Principal parameters and estimation method

Fifth grant-1

Fifth grant-2

Expected volatility of the underlying stock price®
Remaining expected life of the option®
Expected dividends on the stock©

Risk-free interest rate during the expected option term®

32.448%

5.95 years

¥5.2 (30.05) per share
0.264%

32.448%

5.95 years

¥5.2 ($0.05) per share
0.264%

(a) Calculated based on the actual stock prices during the four years and five months from February 29, 2008 to August 6, 2012.
(b) The average expected life of the option was estimated assuming that the options were exercised at the weighted-average period from June 2012 to each director’s expected

retirement date, based upon the number of stock options allocated to each director, plus 10 days being the exercisable period.
(c) Expected dividends are determined based on the actual dividends on common stock for the fiscal year ended March 31, 2012.
(d) Japanese government bond yield corresponding to the average expected life.

D. Estimation of the number of stock options vested
Because it is difficult to reasonably estimate the number of options that will expire in the future, the number of options that have been forfeited

is reflected.
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18. COMMITMENTS AND CONTINGENT LIABILITIES

(1) Guarantees As of February 29, 2012

As of February 28, 2013 The Companies were contingently liable as guarantors for employees’
The Companies are contingently liable as guarantors for employees’ housing loans from certain financial institutions totaling ¥397 million.
housing loans from certain financial institutions totaling ¥273 million The amount of guarantee in relation to the loans of a certain store
($2,935 thousand). lessor was ¥38 million.

(2) Pledged assets
A. The amount of assets pledged as collateral by the Companies for their loans from certain financial institutions as of February 28, 2013 and
February 29, 2012 are as follows:

Thousands of

U.S. dollars
Millions of yen (Note 3)
2013 2012 2013
Buildings and structures ... BTN ¥ 2,703 ¥ 18,135 $ 29,064
Land ..o e 14,237 47,144 153,086
Investments in securities .. s 89,348 100,681 960,731
Long-term leasehold deposits ........ e 3,805 3,954 40,913
Total ... . . . . . . . SO ¥110,094 ¥169,915 $1,183,806
Debts for the pledged assets above as of February 28, 2013 are Debts for the pledged assets above as of February 29, 2012 are

as follows: short-term loans, ¥3,400 million ($36,559 thousand); long- as follows: short-term loans, ¥3,400 million; long-term loans (including
term loans (including current portion), ¥14,292 million ($153,677 current portion), ¥62,911 million; long-term accounts payable, ¥773
thousand); long-term accounts payable, ¥663 million ($7,129 thou- million; and long-term deposits received from tenants and franchised

sand); and long-term deposits received from tenants and franchised stores, ¥121 million.
stores, ¥104 million ($1,118 thousand).

B. The amount of assets pledged as collateral for the debts of affiliates as of February 28, 2013 and February 29, 2012 are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Buildings . . s ¥ 454 ¥ 487 $ 4,881
[T T P 1,368 1,368 14,709
TOTAL e ¥1,822 ¥1.855 $19,591

Debts of affiliates for the pledged assets above as of February 28, 2013 and February 29, 2012 are ¥3,343 million ($35,946 thousand) and
¥3,443 million, respectively.

C. Other As of February 29, 2012

As of February 28, 2013 The amount of assets pledged as collateral for fund transfer and for
The amount of assets pledged as collateral for fund transfer and for real estate business were ¥6,025 million and ¥54 million, respec-

real estate business are ¥7,302 million ($78,516 thousand) and ¥54 tively. The amount of assets pledged as collateral for installment sales
million ($580 thousand), respectively. The amounts of assets pledged were ¥1,335 million. In addition, ¥1,132 million of assets was

as collateral for installment sales are ¥1,335 million ($14,354 thou- pledged as collateral to secure the amount of prepaid tickets issued.

sand). In addition, ¥1,209 million ($13,000 thousand) of assets was
pledged as collateral to secure the amount of prepaid tickets issued.

(3) Cash loan business
Seven Card Service Co., Ltd. and Seven CS Card Service Co., Ltd. conduct a cash loan business that is associated with their credit card business.
Unused credit balance related to the cash loan business as of February 28, 2013 and February 29, 2012 are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Credit availability of cash loan business ... et ¥1,007,587 ¥1,026.657 $10,834,268
Outstanding balance .......... » » » » » ST (28,041) (31,176) (301,516)
Unused credit balance ...... . . . . . s ¥ 979,546 ¥ 995,480 $10,532,752

Unused credit balance will not have a material impact on future cash flows because most of the unused credit balance will remain unused
considering historical record. Seven Card Service Co., Ltd. and Seven CS Card Service Co., Ltd. will cease finance services or reduce the credit
limit based on the credit situation of customers or other reasonable reasons.
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19. NOTES AND ACCOUNTS PAYABLE: TRADE FOR FRANCHISED STORES

The balance of the “Notes and accounts payable: Trade for franchised 7-Eleven, Inc. ("SEI"). SEJ and SEI centralize all purchasing procedures
stores” account represents the amount payable to vendors for for merchandise purchased by an individual franchised store and
merchandise purchased by Seven-Eleven Japan Co., Ltd. ("SEJ”) and make collective payments to all vendors on behalf of the franchisees.

20. SUPPLEMENTARY PROFIT AND LOSS INFORMATION

(1) The franchise commission from Seven-Eleven Japan Co., Ltd.’s franchised stores and 7-Eleven, Inc.’s are included in “Operating revenues.”
The franchise commission from franchised stores and concurrent net sales of franchised stores are as follows:

Seven-Eleven Japan Co., Ltd.

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Franchise commission from franchised StOTES ... ¥ 521,863 ¥ 479,825 $ 5,611,430

Net sales Of franChiSEA STOMES ...ttt nsanes 3,416,986 3,189,317 36,741,784
7-Eleven, Inc.

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Franchise commission from franchiSed STOTES ... essssssanes ¥133,586 ¥119,251 $1,436,408

Net sales Of franChiSEA STOMES ...ttt nsanes 740,980 666,930 7,967,526

(2) Major items included in “Gain on sales of property and equipment” are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

BUILAINGS @NA SETUCTUIES ..eeuieeeceeceeeetseeeseeessseesseesssseessseesss et seess st ss s eessseees ¥ 799 ¥ 895 $ 8,591
LANG otttk bbbt 587 1,217 6,311
OFNEIS bbb 17 22 182
TOTAL ettt ¥1,404 ¥2,135 $15,096

(3) Major items included in “Loss on disposals of property and equipment” are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

BUILAINGS @NA SETUCTUIES ..coovveeeeteseteeseseesses s ssseens ¥2,697 ¥2,667 $29,000
Furniture, fixtures and €QUIPMENT ... sesisessessssses s seseseseees 1,635 563 17,580
OFNETS ettt bbb et 2,309 2,237 24,827
TOTAL ettt ¥6,642 ¥5,468 $71,419

(4) Major items included in “Selling, general and administrative expenses” are as follows:

Thousands of

U.S. dollars

Millions of yen (Note 3)

2013 2012 2013

Advertising and deCOration EXPENSES .......wririeriesesieessessresesessessssessse s essessssssssssseses ¥119,292 ¥111.420 $1,282,709
SAlAMNES ANA WAZES ..ottt eess st 381,667 378,066 4,103,946
Provision for allowance for bonuses to @MPLOYEES ......c.oirernernieieeireeireeeeeeseseseeenees 13,221 14,699 142,161
Legal Welfare EXPENSES ... sss st eesaeeen 49,344 47,504 530,580
Land and DUILAING FENT ...ttt 271,956 258,652 2,924,258
Depreciation and amMOTTIZATION ...t seseseseees 148,335 133,914 1,595,000
ULILITY EXPENSES .ottt 101,344 92,704 1,089,720
Store MaINtENANCE ANA TEPAIN ....uuiuuireiiiciiiieeie ittt 62,489 69,824 671,924

21. RELATED PARTIES TRANSACTIONS

No items required to report.
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22. SEGMENT INFORMATION

(1) Overview of reportable segments

With respect to its reportable segments, the Company is able to
obtain delineated financial data from its structural units. Its segments
are subject to periodical review for the purpose of making decisions
on allocation of managerial resources and evaluating business perfor-
mance by the Board of Directors.

Under the holding company structure, the Company has classified
its consolidated subsidiaries into six segments which are “Convenience
store operations,” “Superstore operations,” “Department store opera-
tions”, “Food services,” “Financial services,” and “Others,” according to
the nature of products, services and sales operations.

“Convenience store operations” operate corporate stores and
franchised stores under the name of “7-Eleven.” “Superstore opera-
tions” operate superstores, supermarkets, specialty shops and others.
“Department store operations” operate department store business
which mainly consists of Sogo & Seibu Co., Ltd. “Food services”

operate restaurant operations, meal provision service business (mainly
for company cafeterias, hospitals and schools) and fast food operations.
“Financial services” operate bank, credit card, lease, and other related
financial businesses. “Others” operate IT business and other services.

(2) Calculation methodology for revenues from operations, income
or losses, assets and liabilities and other items for each report-
ing segment

The accounting treatment of each reportable segment is in line with

the “Accounting Policies for the Preparation of Consolidated

Financial Statements.”

Segment income (loss) and segment liabilities as reported in this
section are based on operating income and interest-bearing debt,
respectively.

Intersegment revenues and transfers are calculated at prevailing
market prices.

(3) Information on revenues from operations, income or loss, assets, liabilities and other monetary items for each reportable segment

Fiscal year ended February 28, 2013

Millions of yen

Reportable segments

Convenience Department
store Superstore store Food Financial Consolidated
operations operations operations services services Others Total Adjustments total
Revenues from operations:
Customers ¥1,899,133 ¥1,983,622 ¥882,699 ¥77,450 ¥ 123,539 ¥ 25,195  ¥4,991,642 ¥ —  ¥4,991,642
Intersegment 439 10,965 1,329 910 20,815 25,014 59,475 (59.475) —
Total revenues 1,899,573 1,994,588 884,028 78,361 144,355 50,210 5,051,118 (59,475) 4,991,642
Segment iNCOME (LOSS) .cvvvvevverressienreerressesneneesssies ¥ 221,764 ¥ 25,491 ¥ 8029 ¥ 721 ¥ 37425 ¥ 3,886 ¥ 297,319 ¥ (1,634) ¥ 295,685
Segment assets ¥1,370,292 ¥ 967,887 ¥517,075  ¥21,843  ¥1,716,745 ¥168,047  ¥4,761,891 ¥(499,494) ¥4,262,397
Segment liabilities (interest-bearing debt) .......... ¥ 132,144 ¥ 22,045 ¥185,005 ¥ — ¥ 303,136 ¥ 750 ¥ 643,081 ¥209,982 ¥ 853,064
Other items
Depreciation and amortization ¥ 83,987 ¥ 29,129 ¥ 14662 ¥ 639 ¥ 23,668 ¥ 2484 ¥ 154,571 ¥ 1,094 ¥ 155,666
Amortization of goodwill ¥ 4895 ¥ 6,626 ¥ 5295 ¥ — ¥ 805 ¥ 61 ¥ 17,684 ¥ — ¥ 17,684
Investment in associates accounted
for using the equity Method ... ¥ 9601 ¥ 1847 ¥ 488 ¥ — ¥ - ¥ 8347 ¥ 20285 — ¥ 20,285
Impairment loss ¥ 5,944 ¥ 3,790 ¥ 7782 ¥ 410 ¥ 373 ¥ 28 ¥ 18330 ¥ — ¥ 18330
Net increase in property and equipment,
and intangible asSets ......weimvennivnnnneeeees ¥ 193,689 ¥ 53,066 ¥ 16,473 ¥ 1,156 ¥ 36,942 ¥ 4282 ¥ 305610 ¥ 772 ¥ 306,383
Fiscal year ended February 29, 2012
Millions of yen
Reportable segments
Convenience Department
store Superstore store Food Financial Consolidated
operations operations operations services services Others Total Adjustments total
Revenues from operations:
Customers ¥1,690,384 ¥1,982,099 ¥898,977  ¥77.029 ¥ 112,354 ¥ 25499  ¥4,786,344 ¥ —  ¥4786,344
Intersegment 539 10,199 1,245 996 17,246 21,965 52,193 (52,193) —
Total revenues 1,690,924 1,992,298 900,222 78,026 129,601 47,464 4,838,538 (52,193) 4,786,344
Segment iNCOME (L0SS) ovvvueevvversssienvennssssesssneesssies ¥ 214,637 ¥ 32432 ¥ 9948 ¥ (95 ¥ 33778 ¥ 2304 ¥ 293,005 ¥ (945) ¥ 292,060
Segment assets ¥1,077,608 ¥1,048,661 ¥541929  ¥21,026 ¥1,565,291 ¥153,852 ¥4,408,369 ¥(519,010)  ¥3,889,358
Segment liabilities (interest-bearing debt) ¥ 29,252 ¥ 26,219 ¥200,154 ¥ — ¥ 2440973 ¥ 1500 ¥ 502,099 ¥209978 ¥ 712077
Other items
Depreciation and amortization ¥ 73291 ¥ 28,626 ¥ 14010 ¥ 667 ¥ 20331 ¥ 2588 ¥ 139514 ¥ 480 ¥ 139,994
Amortization of goodwill . ¥ 3,620 ¥ 3372 ¥ 5253 ¥ — ¥ 610 ¥ 58 ¥ 12915 ¥ — ¥ 12915
Investment in associates accounted
for using the equity Method ....umeennens ¥ 7625 ¥ 1,656 467 ¥ — ¥ — ¥ 7947 ¥ 17,697 ¥ — ¥ 17697
Impairment loss ¥ 4,301 ¥ 7,238 ¥ 2059 ¥ 428 ¥ 97 ¥ 334 ¥ 14,460 ¥ — ¥ 14460
Net increase in property and equipment,
and intangible SSELS .....wwwrrrrseereercessinnenes ¥ 147,051 ¥ 37376 ¥ 14,763 ¥ 719 ¥ 23891 ¥ 299 ¥ 226,797 ¥ 337 ¥ 230,168
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Fiscal year ended February 28, 2013

Thousands of U.S. dollars (Note 3)

Reportable segments

Convenience Department
store Superstore store Food Financial Consolidated
operations operations operations services services Others Total Adjustments total
Revenues from operations:
Customers $20,420,784  $21,329,268 $9,491,387 $832,795 $ 1,328,376 $ 270,913 $53,673,569 $ —  $53,673,569
Intersegment 4,720 117,903 14,290 9,784 223,817 268,967 639,516 (639,516) —
Total revenues 20,425,516 21,447,182 9,505,677 842,591 1,552,204 539,892 54,313,096 (639,516) 53,673,569
Segment iNCOME (LOSS) .cvvueeveerressiemrenessssesneeeeessies $ 2384559 $ 27409 $ 86333 $ 7,752 $ 402419 $ 41,784 $ 3,196,978 $ (17,569) $ 3,179,408
Segment assets $14,734,322  $10,407,387 $5,559,946 $234,870 $18,459,623 $1,806,956 $51,203,129  $(5,370,903) $45,832,225
Segment liabilities (interest-bearing debt) ... $ 1,420,903 $ 237,043 $1,989,301 $ — $3259526 $ 8064 $ 6914849 $2257,870 $ 9,172,731
Other items
Depreciation and amortization $ 903,08 $ 313215 $ 157655 $ 6,870 $ 254,494 $ 26,709 $ 1,662,053 $ 11,763 $ 1,673,827
Amortization of goodwill $ 52634 $ 71,247 $ 56935 $ - $ 8,655 $ 655 $ 190,150 $ — $ 190,150
Investment in associates accounted for
using the equity Method ... $ 103236 $ 19,860 $ 5247 $ - S — $ 89752 $ 218118 § — $ 218,118
Impairment loss $ 63913 $ 40,752 $ 83677 $ 4408 $ 4,010 $ 301 $ 197,096 $ — $ 197,096
Net increase in property and equipment,
and intangible assets $ 2,082677 $ 570,602 $ 177,129 $ 12430 $ 397225 $ 46,043 $ 3,286,129 $ 8,301 § 3,294,440

Notes:

1. The adjustments of ¥(1,634) million ($(17,569) thousand) and ¥(945) million for segment income (loss) are eliminations of intersegment transactions and certain expense items that
are not allocated to reportable segments for the fiscal years ended February 28, 2013 and February 29, 2012, respectively.
2. The adjustments of ¥(499,494) million ($(5.370,903) thousand) and ¥(519,010) million for segment assets are eliminations of intersegment transactions and corporate assets for the
fiscal years ended February 28, 2013 and February 29, 2012, respectively.
3. The adjustments of ¥209,982 million ($2,257.870 thousand) and ¥209,978 million for segment liabilities are corporate liabilities and the Company’s bonds for the fiscal years ended

February 28, 2013 and February 29, 2012, respectively. The amount of each segment liability does not include intersegment transactions.

4. Segment incomes (loss) is reconciled with the operating income in the Consolidated Statements of Income.

(Reference)

Revenues from operations and operating income by geographic area segments are as described below.

Millions of yen

Total before

Fiscal year ended February 28, 2013 Japan North America Others eliminations Eliminations Consolidated total
Revenues from operations:
Customers ........ ¥3,625,244 ¥1,269,171 ¥97,226 ¥4,991,642 ¥ — ¥4,991,642
Intersegment ...... 730 130 — 861 (861) —
Total revenues .......neencrcncens ¥3,625,974 ¥1,269,302 ¥97,226 ¥4,992,503 ¥(861) ¥4,991,642
Operating income ¥ 263,443 ¥ 33,137 ¥ (909) ¥ 295,671 ¥ 13 ¥ 295,685
Millions of yen
Total before
Fiscal year ended February 29, 2012 Japan North America Others eliminations Eliminations Consolidated total
Revenues from operations:
Customers ........ ¥3,590,473 ¥1,106,347 ¥89,524 ¥4,786,344 ¥ — ¥4,786,344
Intersegment ...... 444 101 — 546 (546) —
Total revenues ......ceveneeneenenenens ¥3,590,917 ¥1,106,449 ¥89,524 ¥4,786,890 ¥(546) ¥4,786,344
Operating income ¥ 261,531 ¥ 29,181 ¥ 1,324 ¥ 292,037 ¥ 22 ¥ 292,060
Thousands of U.S. dollars (Note 3)
Total before
Fiscal year ended February 28, 2013 Japan North America Others eliminations Eliminations Consolidated total
Revenues from operations:
Customers ....... $38,981,118 $13,647,000 $1,045,440 $53,673,569 $ — $53,673,569
Intersegment ...... 7.849 1,397 — 9,258 (9,258) —
Total revenues $38,988,967 $13,648,408 $1,045,440 $53,682,827 $(9,258) $53,673,569
Operating income $ 2,832,720 $ 356,311 $ (9774 $ 3,179,258 $ 139 $ 3,179,408
Notes:
1. The classification of geographic area segments is determined according to geographical distances.
2. “Others” consist of the business results in the People’s Republic of China.
(Related Information) Fiscal year ended February 28, 2013
Fiscal Years ended February 28, 2013 and February 29, 2012 Millions of yen
1. Information on products and services Japan North America Others Total
Information is omitted since it is described in the segment information. ¥3,625,244 ¥1,269,171 ¥97,226 ¥4,991,642
2. Information by region Fiscal year ended February 29, 2012
(1) Revenues from operations Millions of yen
Japan North America Others Total
¥3.590,473 ¥1.106,347 ¥89,524 ¥4,786,344
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Fiscal year ended February 28, 2013
Thousands of U.S. dollars (Note 3)

Fiscal year ended February 28, 2013
Thousands of U.S. dollars (Note 3)

Japan North America Others Total

Japan North America Others Total

$38,981,118 $13,647,000 $1,045,440 $53,673,569

$12,263,096 $3,644,032 $33,860 $15,941,010

(2) Property and equipment
Fiscal year ended February 28, 2013

Millions of yen

Japan North America Others Total

¥1,140,468 ¥338,895 ¥3,149 ¥1,482,514

Fiscal year ended February 29, 2012

Millions of yen

Japan North America Others Total

¥1,072,898 ¥245,108 ¥2,167 ¥1,320,174

3. Information about major customers

Information is omitted because there is no customer accounting for
10% or more of the net sales on the Consolidated Statements of
Income.

4. Information regarding impairment loss on fixed assets by report-
able segment
Information is omitted since it is described in the segment information.

5. Information on amortization and outstanding balance of goodwill by reportable segment

Millions of yen

Reportable segments

Convenience Department
store Superstore store Food Financial Eliminations/ Consolidated
Fiscal year ended February 28, 2013 operations operations operations services services Others Total Corporate total
Goodwill
AmOrtization ......cvvcenenene ¥ 4895 ¥ 6,626 ¥ 5,295 ¥— ¥ 805 ¥ 61 ¥ 17,684 ¥— ¥ 17,684
Balance at the end of
current year ... 114,773 42,343 69,672 — 17,803 1,084 245,678 — 245,678
Negative goodwill
AMOrtization ... — 23 — 4 — 10 37 — 37
Balance at the end of
Current year ....eeeceeeenes — 233 — 42 — — 275 — 275
Millions of yen
Reportable segments
Convenience Department
store Superstore store Food Financial Eliminations/ Consolidated
Fiscal Year ended February 29, 2012 operations operations operations services services Others Total Corporate total
Goodwill
AmMOrtization ......ccvevcencnene ¥ 3,620 ¥ 3,372 ¥ 5253 ¥— ¥ 610 ¥ 58 ¥ 12,915 ¥— ¥ 12,915
Balance at the end of
current year ... 48,844 48,892 74,974 = 10,976 931 184,619 = 184,619
Negative goodwill
AmoOrtization ... = 23 3 4 = 13 44 — 44
Balance at the end of
CUMTent Year .....eeeeeees = 257 = 46 = 10 313 = 313
Thousands of U.S. dollars (Note 3)
Reportable segments
Convenience Department
store Superstore store Food Financial Eliminations/ Consolidated
Fiscal year ended February 28, 2013 operations operations operations services services Others Total Corporate total
Goodwill
AMOrtization ......ccovvereeererns $ 52634 $ 71,247 $56935 $ — $ 8655 $ 655 $ 190,150 $— $ 190,150
Balance at the end of
CUITeNt Year ... 1,234,118 455,301 749,161 — 191,430 11,655 2,641,698 — 2,641,698
Negative goodwill
AMOrtization ... — 247 — 43 — 107 397 — 397
Balance at the end of
CUITeNt Year ....cceeceveerenens — 2,505 — 451 — — 2,956 — 2,956

6. Information regarding gain on negative goodwill by reporting segment

None

23. SUBSEQUENT EVENTS

Subsequent to February 28, 2013, the Company’s Board of Directors
declared a year-end cash dividend of ¥29,157 million ($313,516
thousand) to be payable on May 24, 2013 to shareholders on record
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Independent Auditor’s Report

hcaigc

To the Board of Directors of Seven & i Holdings Co., Ltd.:

Independent Auditor’s Report

We have audited the accompanying consolidated financial statements of Seven & i Holdings Co., Ltd. and its
consolidated subsidiaries, which comprise the consolidated balance sheets as of February 28, 2013 and February 29,
2012, and the consolidated statements of income, statements of comprehensive income, statements of changes in
net assets and statements of cash flows for the years then ended, and a summary of significant accounting policies
and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgement, including the assessment of
the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the entity’s preparation and fair presentation
of the consolidated financial statements in order to design audit procedures that are appropriate in the
circumstances, while the objective of the financial statement audit is not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Seven & i Holdings Co., Ltd. and its consolidated subsidiaries as of February 28, 2013 and February 29, 2012, and
their financial performance and cash flows for the years then ended in accordance with accounting principles
generally accepted in Japan.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended
February 28, 2013 are presented solely for convenience. Our audit also included the translation of yen amounts
into U.S. dollar amounts and, in our opinion, such translation has been made on the basis described in Note 3 to the
consolidated financial statements.

Kpwnby Az2sh ¢ ¢

May 28, 2013
Tokyo, Japan
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