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(TRANSLATION ONLY)

BUSINESS REPORT
(March 1, 2014, through February 28, 2015)

I. CURRENT STATUS OF THE CORPORATE GROUP
1. Summary of Operations
(1) Business Developments and Results of Operations

During the consolidated fiscal year under revievfiszal 2014 ended February 28, 2015, the LawsauG
(hereinafter, the “Group” or “Lawson”) implementegasures to reinforce its social infrastructurefion that
provides essential items and services at the leal with the aim of realizing the Group’s corperahilosophy
of “Creating Happiness and Harmony in Our Commaesiti Based on its analysis of purchase data vettie
from the multi-partner loyalty program, Ponta, tBeoup focused on customer relationship management
(CRM)? and supply chain management (SCM) order to offer a merchandise assortment thattsnthe
specific needs of customers in each neighborhood.

Meanwhile, we also focused on promoting internaiticd and addressing operating risks across thieeent
Group based on the 2014 Basic Policy for Improven@ninternal Control Systems. We will continue
promoting internal control across the board inclgdiompanies that newly joined the Group.

In terms of operating results for the fiscal yeader review, gross operating revenue increased3@,913
million (up 2.6% from last year), resulting from arcrease of ¥6,780 million in operating revenue thuan
increase in number of franchised stores, and apase of ¥5,884 million in net sales resulting fracquiring
United Cinemas Co., Ltd. in August and SEIJO ISEfD)., LTD. in October despite a decrease in the ruob
company-operated stores. As a result, cost of gadesased by ¥1,478 million to ¥128,116 milliorp (1.2%
from last year) and selling, general and admirtistraxpenses climbed ¥8,831 million to ¥299,31Hkioni (up
3.0% from last year). Thus, operating income ingedaby ¥2,355 million to ¥70,482 million (up 3.586m last
year).Furthermore, despite ordinary income income gre\832million to ¥71,714 million (up 4.1% from last
year), since extraordinary losses increased byogdllion to ¥14,469 million (up 51.3% from lastar) due to
closures of unprofitable LAWSON STORE100 stores waiittidrawal of Lawson Mart business, net income
decreased by ¥5,279 million to ¥32,686 million (dalB.9% from last year).

"I CRM: A marketing management method for providingrechandise and services that meet the specific

needs of customers.

2 SCM: A business administration method for compmshely managing all stages of business, from

procurement to sales, to streamline and optimieitire business process.

Operating results by business segment were asviollo

[Domestic Convenience Store Business]

(Merchandise Strategy)

On the merchandise front, we promoted a varietyitétives in order to enhance satisfaction oftcoers
visiting our stores. One of those we reviewed ffeecsizes and prices offered on the menu at “MACH1é”.
In response to high demand from customers, we nirlyduced blend coffee and iced coffee in S siza
price of 100 yen, including tax, while expandingmm®ptions by adding café latte and other itemsa Assult,
MACHI Café achieved robust sales. We also stremgitheour merchandise assortment of ready-made dishes
and daily-delivered foods with the aim of attragtifemale and senior customers, who usually shop at
supermarkets.

In our lineup of ready-made meals, high-priced gesuch as Niigata-produced koshihikari rice batllffex]
with fatty pork, beef harami (innards) and nakadcdibi (between-the-ribs) recorded strong saleslledh
gyudon (beef bowl) lunch boxes launched in Noven@®d® were also popular. In addition, we striveddost
sales in the sandwich category by offering higlueaddded fruit sandwiches (Mont Blanc chestnutiesh
Muscat grapes, etc.) on an ongoing basis.

In the over-the-counter (OTC) fast foods categt®@ugon Chicken Umashio,” a tender and juicy fried
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chicken product flavored with rock salt and blaepper, was well received.

Moreover, as a “Health and wellness in communitie® also placed emphasis on selling health-oréente
products. Specifically, we offered “Bran Bré&&n an ongoing basis for carbohydrate-conscionswmers, as
well as “Soba [buckwheat] Noodles Containing Digt&iber” approved as food for specified health uses
(“Tokuho” in Japanese) and “Pre-cut Vegetables” enaith vegetables produced based on the “Nakashima
Farming Method’ in some areas.

There are currently 22 Lawson Farms in which Lawson (hereinafter, the “Company”) holds equitgksts.
The farms continue to assume the role of stablylging fruits and vegetables to the Group’s stamed
factories that produce Lawson'’s original products.

Based on these initiatives, we will further boosimMson’s corporate brand image as a “Health-promotin
Company.”

In addition to the strengthening of these produnetlip, we are increasing our lineup of “Gift Cardsffered
at our stores.

In sales promotions, we implemented a point-reweathpaign targeting Ponta members to encourage
purchasing with the aim of increasing the rateepeat visits. Total Ponta members reached 68 malgof the
end of February 2015, including members that joitreedugh other participating companies. The salée of
Ponta members reached approximately 48%.

® Bran: The external layer of wheat. Contains abohdatrition including dietary fiber, iron, calciym
magnesium, zinc, and copper. The food is notedsdow level of carbohydrate.

" Nakashima Farming Method: A cultivation methodt thapplies appropriate nutrients in accordance with
the growth status of crops and the nutritional mizdaof the soil (mineral balance). Uses technidaes
developing healthy soil based on diagnosis of@milditions in conjunction with techniques to cohthe
growth process of crops to maintain healthy growth.

"> Gift Cards: Collective term for prepaid cards tbar be used for online transactions.

(Store Operations)

In store operations, we continued to reinforce egtiee to the Three Essential Practices, which esigd®g
(1) serving customers courteously; (2) offering erchandise assortment focused on basic items \igtih h
demand; and (3) keeping our stores and commundiean, in addition to expanding our lineup of
health-conscious products. Notably, with the insirgg number of stores equipped with “MACHI Cafédrst
employees are more capable of offering productssandces in a caring manner through better comration
with customers. We strived to further improve tiildy of stores by clarifying the customer sengoals to be
pursued by store employees and fostering leademarthem. We will continue to promote merchandise
assortments that best suit customers in each raigidd by leveraging store-by-store analysis regmmtPonta
members’ purchase data, shelf allocation tailocethé locational characteristics of each store, sivating of
best practices presented at monthly area-basedngeethere we discuss area strategies with fraadime
owners.

(Store Development and Store Format Strategy)

In opening new stores, the Group prioritized patility based on its proprietary return on
investment-focused store development standard.

In December 2014, Lawson, Inc. concluded an abisarptpe company split agreement with SUNNY
MART Co., Ltd., the parent company of Three-F Chiik8ku Co., Ltd. Based on this agreement, we have
taken a phased approach to transforming ThreefEssto Shikoku into LAWSON stores. Effective Aptil
2015, Lawson Kochi, Inc. will be established, WtiNNY MART Co., Ltd. and Lawson, Inc. holding 51%da
49% equity stakes, respectively. LAWSON storesachd prefecture will be operated by Lawson Koahg, |

Furthermore, the Group has been striving to explamaiumber of stores offering non-prescription druamnd
it reached 104 stores as of the end of Februarp.2Bbreover, by building partnerships in local area
addition to healthcare items including OTC pharmécals, cosmetics, and daily necessities, thestoffer a
merchandise assortment of around 5,000 items, tascemany as conventional LAWSON storestotal, the
number of Pharmacy Lawson stores equipped with-disgensing pharmacies reached 39 as of the end of

3



February 2015.

LAWSON MART, a store format that the Group launchedrebruary 2014, has endeavored to capture
customer needs as an evolutionary fresh foods ommnee store by fostering its expertise in fundtignas a
supermarket alternative and to better supportdiig lives of customers in residential areas. Weeldecided to
incorporate the expertise developed by LAWSON MARD LAWSON stores. At the same time, with regard
to LAWSON STORE100, we intend to expand its merdismassortment of fresh foods and value-for-money
100-yen products in order to better support thiy dlaes of customers. The Group as a whole wilistfaddress
increasingly polarizing customer needs.

As a result, the total number of LAWSON, NATURAL WSON, and LAWSON STORE100 (including
LAWSON MART) stores opened and closed during teedii year under review stood at 979 and 400 stores,
respectively, with the total number of stores ipalareaching 11,900 as of the end of February 2015.
Furthermore, Lawson Minamikyushu, Inc., an affdicompany accounted for by equity method, opei2s
LAWSON chain stores in Kagoshima prefecture anddawOkinawa, Inc. operates 174 LAWSON chain stores
in Okinawa prefecture as of the end of Februanb201

[Change in Total Number of Stores]

Total stores as of Februarj Change during Total stores as of
28,2014 fiscal year February 28, 2015
LAWSON 10,108 525 10,633
NATURAL LAWSON 107 9 116
LAWSON STORE100,/
1,202 1,151
LAWSON MART (1)
Total 11,417 483 11,900

Note: 1. Small stores are included in this figure.

2. For change during fiscal year, it includes arelese of 120 stores based on absorption-type split
contract of Lawson Group and Lawson Minamikyusime,,land an increase of 24 stores based on
absorption-type split contract of Lawson Group bad'son Kumamoto, Inc. on March 1, 2014.

[Gross Operating Revenues in the Domestic Convenies Store Business|

Gross operating revenues (millions of yen) Year on Year (%)

395,380 96.4




[Net Sales of All Convenience Stores in the Doma&sConvenience Store Business by Product Group]

Sales Percentage of total Year on Year
Product group -
(millions of yen) (%) (%)
Processed foods 1,034,355 53.5 97.5
Fast foods 429,212 22.2 105.0
Daily delivered foods 277,210 14.4 100.6
Nonfood products 192,020 9.9 99.6
Total 1,932,798 100.0 99.8

[Other Businesses]

In addition to Domestic Convenience Store Busingss, Group is involved in Overseas Business,
Entertainment and Home Convenience Store Busifesacial Services-related Business, Seijo IshgiBess
and other businesses.

With regard to Overseas Business, the Group’s tipgreompanies opened LAWSON stores in Shanghai,
Chongging, Dalian, and Beijing in the People’s Rejowf China. In Thailand, Saha Lawson Co., Lidjoint
venture between LAP and the SAHA Group, Thailatebsgling distributor of consumer goods, operategsto
under the store brand of LAWSON 108 and 108SHORdtition, in Hawaii in the United States, LawsoBAJ
Hawaii, Inc. operates LAWSON stores. Furthermandndonesia, PT MIDI UTAMA INDONESIA Tbk also
operates LAWSON stores.

[Distribution of Lawson Brand Stores Overseas by Rgion]

Number of stores  Change Number of stores
Company Country/region (as of February | during fiscal | (as of February
28, 2014) year 28, 2015)
Shanghai Hualian Lawson, Inc. Shanghai, China 289 65 354
Chongqing Lawson, Inc. Chonggqing, China 77 27 104
Dalian Lawson, Inc. Dalian, China 18 12 30
Beijing Lawson, Inc. Beijing, China 5 14 19
Saha Lawson Co., Ltd. Bangkok, Thailand 29 3 32
Lawson USA Hawaii, Inc. Hawaii, U.S.A. 4 Q) 3
Capital City of
PT MIDI UTAMA INDONESIA Tbk Jakarta and its 61 (13) 48
suburbs, Indonesig
Total 483 107 590

Note: Saha Lawson Co., Ltd. operates 169 stores titan LAWSON 108.

With regard to Entertainment and Home ConvenierioeeBusiness, Lawson HMV Entertainment, which
forms the core of entertainment related businessted a solid performance led by an increase kettisales
and continued to secure top position in the tickeindustry. The number of HMV stores that sell im@Ds
and DVDs totaled 53 as of the end of February 2BUBthermore, United Cinemas Co., Ltd., which became
a consolidated subsidiary in August 2014, opetatesal of 331 screens at its cinemas nationwidewlf
strive to offer an even wider selection of produatsl services to better respond to customer nézds,
example, by expanding our ticketing business.

Furthermore, we entered into a partnership with Zonalapan K.K. in November 2014 and launched a new

service in Shizuoka prefecture, which enables custe to pick up items ordered online from Amazon at
5



LAWSON stores. We will strive to enhance customenwenience by additionally partnering with other
companies to establish an “Open Platform” basedhemetworks of LAWSON stores that offer a range of
services encompassing ordering, collection, ancehdelivery.

Lawson ATM Networks, Inc., which operates a FinahBervices-related Business, continued contrigutn
consolidated results owing to an increase in theaban of ATMs installed. In this fiscal year 2015 w
strengthened partnership with new financial institu bringing the total number of our financial tingion
partners to 71 nationwide (up six from last yeendjuding online banks, and the number of ATMs aiistl
nationwide to 10,767 (up 649 from last year) athefend of February 2015.

Finally, in October 2014, Lawson, Inc. acquiredstlbres of SEIJO ISHII CO., LTD., which operategoSe
Ishii, a chain of small supermarkets that seekdeieelop and manufacture high-value-added proditts.
number of company-operated stores of Seijo Islaiclied to 107 stores as of the end of February ZB\j5.
leveraging the business infrastructure of the LanGooup, we aim to further reinforce Seijo Ishétsengths
and contribute to its enhancement of corporateevalit the same time, we will strive to strengthem o
Domestic Convenience Store Business by absorbiijg ISkii's knowhow acquired as a manufacturingailet
and expertise in product selection and presentatioluding its central kitchen function.

[Gross Operating Revenues in Other Businesses]

Gross Operating Revenues (millions of ye Year on Year (%)
108,032 135.5

[Environmental and Social Contribution Activities]

The Group’s Social Contribution Division promotedvieonmental protection and social contribution
activities, working together with franchise stomeners and Group employees.

Furthermore, as part of our initiative to reduceimmmental impact on the entire supply chain, wi w
endeavor to save energy, resources and promotes wedtiction not only at LAWSON stores but also
throughout the entire supply chain.

In particular, we promoted the introduction of atetof-the-art energy-saving chlorofluorocarborefre
(COs refrigerant) refrigerator/freezer system with & of reducing electricity consumption at our eor
As of the end of February 2015, the system waslledt in approximately 580 stores. Compared to
conventional equipment used in our stores, the system reduces annual €emissions per store by
around 50%, and electricity consumption per storeatbund 12%. By putting into practical use an
energy-saving package model centered on this systemGroup will aim to achieve its medium-term
energy conservation target of using 20% less @dgtper store by fiscal 2020 compared to thedi010
level. Furthermore, the Group received the Dire@eneral of the Food Industry Affairs Bureau Awatd
the Second Food Industry Mottainai Awards in rediam of its contribution to the reduction of GO
emissions through these efforts to save and generargy.We will strive to make improvements by
verifying the outcome at these stores, and applyaooumulated expertise and knowhow to LAWSON store
nationwide.

In our efforts to undertake social contributioninaiies at our stores, we continued activity named
“Happiness in Communities,” which was combinedlogé activities “LAWSON Green Fund,” “Support for
Dreams Fund” and “TOMODACHI Fund.”

In addition, the Group issues the Lawson Integr&egort, which incorporates both financial and
non-financial information for all stakeholders, lehalso making efforts to disclose on its website a
increasingly wider scope of information in the sbeind environmental fields.

As a member of society, the Group will continuertake unified group-wide efforts to implement irtitias
that aim to address social and environmental istagether with franchised stores, its customerstarginess
partners.



(2) Capital Expenditures and Financing

Capital expenditures of the Group during the figaar totaled ¥65,823 million, of which ¥55,771 limi
was primarily for store facility investment in lamehd buildings, and ¥8,217 million was for the &uting of

information systems.

Furthermore, capital expenditures required fodifgénvestments and others carried out in the entrperiod

are devoted from shareholders’ equity.

(3) Changes in Operating Results and Financial Pd&in

1) Changes in Operating Results and FinanciatiBosif the Corporate Group

478,957

487,445

485,247

497,913

61,728 65,926 68,880 71,714
24,885 33,182 37,965 32,686
24917  332.20 380.04 327.08
531,453 579,809 620,992 764,614
214,662 230,181 250,497 263,797
2,144.00 2,267.17 2,455.25 2,561.25

1,621,328

(2) Changes in Operating Results and Financidti®osf the Company

1,693,435

1,758,656

1,932,798

272,498 282,752 298,778 316,340
56,110 59,459 62,171 61,649
22,462 30,314 33,625 26,200

22401  303.49 336.59 262.18
500,667 532,619 589,793 693,811
216,826 227,974 240,648 243,420

2,166.35 2,277.90 2,403.21 2,432.00




(4) Pressing Issues
@D Increase franchise store earnings
With the aim of increasing franchise store earnitigs Group will push forward its operational refioin
conjunction with franchise stores and reinforcérthetail spaces and merchandise appeal from themers’
perspective.
® Generate synergistic effects within the Group
The Group will capitalize on its range of storenfats tailored to meet an expanded customer base,
diversified needs and health-oriented preferenegsie strengthening and evolving its merchandise
assortment. In addition, by making maximum useacheGroup company'’s distinctive features, we wil/e
to generate synergistic effects within the Group.
@ Develop Overseas Business
The Group will establish profitable business modedd suit each country/region by striving to uistkand
local customer needs, differentiate its productd amrvices from competitors, and enhance its brand
recognition.
@ Promote internal control systems and address operiaiy risks
In order to ensure business continuity, it is inagiee to foster the Group’s internal control inétstirety
and address operating risks. In addition, we belibat taking a proactive approach to corporatemg@ance
is not only strongly desired by all the stakehddarthe Group, but also the right way to enharmcparate
value. We will therefore continue to focus on préimgpinternal control and addressing operatingstisk

The Group will aim to increase its corporate vdiyestriving to improve customer satisfaction on an
ongoing basis.
We look forward to the continued support and eragement of our shareholders.



2. Current Status at the End of February 2014
(1) Major Business Operations and Principal Offices
(Domestic Convenience Store Business)
1) Lawson, Inc.

Major Business: Lawson, Inc. primarily operates thlmvson-brand franchise system as well as

undertaking management of company-operated stosesh@a head office of

LAWSON, NATURAL LAWSON, LAWSON STORE 100 and LAWSOMART

convenience store chains.

Shinagawa-ku, Tokyo

Hokkaido Lawson Branch (Kita-ku, Sapporo), Tohokawison Branch (Aoba-ku,

Sendai), North Kanto Lawson Branch (Shinagawa-kiky®), South Kanto Lawson

Branch (Shinagawa-ku, Tokyo), Chubu Lawson Bramd¢aké-ku, Nagoya), Kinki

Lawson Branch (Suita, Osaka), Chugoku & Shikoku ¢@w Branch (Kita-ku,

Okayama) and Kyushu Lawson Branch (Hakata-ku, Fkéuo

Note: In addition to the above sites, the Compaasy 87 offices throughout Japan,
including branches.

Head Office:
Principal Offices:

2) Lawson Mart, Inc.
Major Business: Lawson Mart, Inc. operates LAWSONORE100 and LAWSON MART stores,
provides guidance to them, and engages in mercanelated businesses.
Head Office: Shinagawa-ku, Tokyo
3) SCI, Inc.
Major Business: SCl, Inc. operates the wholesaleests, such as processed foods and frozen foods,

and packing materials.

Head Office: Shinagawa-ku, Tokyo
[Stores]
Prefecture KLU Prefecture KLU Prefecture MIiS e Prefecture MIiS e
stores stores stores stores

Hokkaido 619 Ibaraki 150| Kyoto 324| Ehime 189
Aomori 208| Tokyo 1,597| Shiga 155 Tokushima 13
Akita 184| Kanagawa 862 Nara 131 Kochi 107
Iwate 161| Shizuoka 225 Wakayama 124 Fukuoka 442
Miyagi 227| Yamanashi 111 Osaka 1,036 Saga 67
Yamagata 78 Nagano 150 Hyogo 634| Nagasaki 104
Fukushima 103 | Aichi 583 | Okayama 145 Oita 166
Niigata 130| Gifu 151 | Hiroshima 177/ Kumamoto 135
Tochigi 141 Mie 111| Yamaguchi 123 Miyazaki 103
Gunma 93 Ishikawa 102 Tottori 111

Saitama 514 Toyama 188 Shimane 117

Chiba 463 Fukui 106| Kagawa 122 Total (domestic) 11,900




(Other Businesses)
@ Seijo Ishii Business
SEIJO ISHII CO., LTD.

Major Business: SEIJO ISHII CO., LTD.operates &hain of small supermarkets that seeks to devatap
manufacture high-value-added products.

Head Office: Yokohama city, Kanagawa
Note: SEIJO ISHII CO., LTD. became a consolidatdosg&liary of Lawson Inc., which

acquired all outstanding shares of SEIJO ISHII €DD. in October 2014.

@ Overseas Business
1) Lawson (China) Holdings, Inc.
Major Business:  Lawson (China) Holdings, Inc. colsttompanies that operate overseas businesses in
China.
Head Office: Shanghai, China
2) Shanghai Hualian Lawson, Inc.
Major Business:  Shanghai Hualian Lawson, Inc. dpsr&ompany-operated convenience stores and
franchise stores.
Head Office: Shanghai, China
3) Chongqing Lawson, Inc.
Major Business:  Chongging Lawson, Inc. operates amy-operated convenience stores.
Head Office: Chongging, China
4) Dalian Lawson, Inc.
Major Business:  Dalian Lawson, Inc. operates Coyuguerated convenience stores.
Head Office: Dalian, China
5) Lawson Asia Pacific Holdings Pte, Ltd.
Major Business:  Lawson Asia Pacific Holdings Ptagl. Lcontrols the Company’s subsidiaries and
affiliates that operate overseas businesses (exgl@hina).
Head Office: Singapore
6) Saha Lawson Co., Ltd.
Major Business:  Saha Lawson Co., Ltd. operatesstander the store brand of LAWSON 108 and
108SHOP.
Head Office: Bangkok, Thailand

3 Entertainment and Home Convenience Store Business
1) Lawson HMV Entertainment, Inc.

Major Business:  Sells tickets for various events guisic/video software inside LAWSON stores, etc.
Head Office: Shinagawa-ku, Tokyo

2) Lawson HMV Entertainment United Cinema Holdings. In
Major Business:  Holding company that owns sharasnited Entertainment Holdings Co., Ltd.
Head Office: Shinagawa-ku, Tokyo
Note: Lawson HMV Entertainment United Cinema Hatgininc. was established in
July 2014 by Lawson HMV Entertainment, Inc., then@any’s wholly owned
subsidiary.
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3) United Entertainment Holdings Co., Ltd.
Major Business:  Holding company that owns sharasnited Cinemas Co., Ltd.
Head Office: Shinagawa-ku, Tokyo
Note: Lawson HMV Entertainment United Cinema Hadgininc., the Company’s
wholly owned subsidiary, acquired 100% of outstagdihares of United
Entertainment Holdings Co., Ltd. in August 2014 amatle it and its wholly
owned subsidiary, United Cinemas Co., Ltd., codabdid subsidiaries.
4) United Cinemas Co., Ltd.
Major Business:  Constructs and manages multipleXertbeaters
Head Office: Shinagawa-ku, Tokyo

@ Financial Services-Related Business
Lawson ATM Networks, Inc.
Major Business:  Installs jointly operated ATMs iAWWSON stores, etc.
Head Office: Shinagawa-ku, Tokyo

(® Consulting Business
BestPractice Inc.

Major Business: Conducts surveys of convenienceestto give advice and make specific
proposals for the improvement of LAWSON stores
Head Office: Shinagawa-ku, Tokyo

(2) Employees
1) Employees of the Corporate Group

Designation of Business Segment Number of Employees Year on Year Change
Domestic Convenience Store Business 4,625 85
Seijo Ishii Business 847 847
Overseas Business 969 176
Szgrr]tlr;ment and Home Convenience Store 971 142
Financial Services-related Business 25 1
Consulting Business 169 19

Total 7,606 1,270
2) Employees of the Company
Number of Employees| Year on Year Change Average Age Average Years of Service
3,679 135 39.8 12.9
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(3) Status of Major Business Combinations
1) Important Subsidiaries

Company Name Common Stock | Shareholding Major Business
- Domestic Convenience Storg
Lawson Mart, Inc. ¥99 million 100.0 % .
Business
. Domestic Convenience Stor¢
SCl, Inc. ¥10 million 100.0 % Ic onven ‘
Business
SEIJO ISHII CO., LTD. ¥5,250 millior 100.0 % Seijo Ishii Business
Lawson (China) Holdings, Inc. CNY930 million 100.0 % Overseas Business
Shanghai Hualian Lawson, Inc. CNY353 millipn 94.0 % Overseas Business
Chongging Lawson, Inc. CNY190 million 100.0 % Overseas Business
Dalian Lawson, Inc. CNY66 millior 98.3 % Overseas Business
Lawson Asia Pacific Holdings Pte, Ltd. S$29 million  100.0 % Overseas Business
Saha Lawson Co., Ltd. THB837 millign 49.0 % Overseas Business
. - Entertainment and Home
Lawson HMV Entertainment, Inc. ¥100 millign 100.0 % . I ,
Convenience Store Busines$
L:flwson HMY Entertainment United ¥2.125 million 100.0 % Entertf.;unment and Home
Cinema Holdings, Inc. Convenience Store Busines$
. . . - Entertainment and Home
United Entertainment Holdings Co., Ltd ¥100 midlio 100.0 % . .
Convenience Store Busines$
. . - Entertainment and Home
United Cinemas Co., Ltd. ¥100 million 100.0 % . I ,
Convenience Store Busines$
- Financial Services-related
Lawson ATM Networks, Inc. ¥3,000 million 76.5 % I I . I
Business
BestPractice, Inc. ¥10 million 100.0 % Consulting Business
Notes:

1. The shareholder percentage includes indirectly $leddes.

2. SEIJO ISHII CO., LTD. was made the Company’'s cadatdd subsidiary as a result of the acquisition of
100% of its outstanding shares by the Company iolieéc 2014.

3. Lawson HMV Entertainment United Cinema Holdings;. lwas established in July 2014 by Lawson HMV
Entertainment, Inc., the Company’s wholly ownedsidibry, and was made its consolidated subsidiary.
Lawson HMV Entertainment United Cinema Holdingse.Inthe Company’s wholly owned subsidiary,
acquired 100% of outstanding shares of United Eaitenent Holdings Co., Ltd. in August 2014 and mi&de
and its wholly owned subsidiary, United Cinemas, Ctal., consolidated subsidiaries.

4. Smart Kitchen, Inc., which was a consolidated siiaisi of the Company in the previous term, was ket
from the scope of consolidation due to liquidafiodanuary 2015.
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2) Other Important Business Combinations
@ Important Affiliated Companies

Company Name Common Stock Shareholding Major Business
Lawson Okinawa, Inc. ¥10 million  49.0 % Domestic Convenience Store Business
Lawson Minamikyushu, Inc. ¥100 million 49.0 % Domestic Convenience Store Busingss

Notes:
1. Lawson Minamikyushu, Inc. has been included withimscope of equity method affiliates due to the i

its importance, as the Company owns 49% of itseshar

2. PT MIDI UTAMA INDONESIA Thbk, which was an equity ntieod affiliate of Lawson Asia Pacific Holdings
Pte. Ltd., the Company’'s wholly owned subsidiarythe previous term, was excluded from the scope of
equity method affiliates, since all of its sharesed were sold in December 2014.

@ Important Business Alliances
Mitsubishi Corporation holds 32.4% of the total imgt rights (32,399 thousand shares) of the Company

(including indirect holdings). Recognizing MitsuftisCorporation as the most important strategicngsutthe
Company has entered into an extensive businessp tiagreement with Mitsubishi Corporation for the
enhancement of existing businesses and the devefgmhinew businesses.
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[I. CURRENT STATUS OF THE COMPANY
1. Shares at the End of the Year

(1) Total Number of Shares Authorized to Be Issued: 409,300,000 shares
(2) Total Number of Shares Issued and Outstanding: 100,300,000 shares
(Including 301,084 shares of treasury shares)

(3) Number of Unit (tangen) Shares:
(4) Number of Shareholders:
(5) Top 10 Major Shareholders:

100 shares
30,618

Shareholder's Name

Investment in the Company

Number of Shares
Held (thousands)

Shareholding (%)

Mitsubishi Corporation

The Master Trust Bank of Japan, Ltd. (trust acgount

Japan Trustee Services Bank, Ltd. (trust account)

NTT DOCOMO, INC.

Nomura Securities Co., Ltd.

JP MORGAN CHASE BANK 380055

MELLON BANK, N.A. AS AGENT FOR ITS CLIENT MELLON
OMNIBUS US PENSION

BBH FOR MATTHEWS ASIAN GROWTH AND INCOME FUND
National Mutual Insurance Federation of Agricultzaoperatives
Mitsubishi UFJ Morgan Stanley Securities Co., Ltd.

32,089
2,691
2,635
2,092
1,867
1,474

1,381

1,27
1,25
1,056

A"

O

32.1
2.7
2.6
21
1.9
15

14

13
13
11

Notes:

1. The number of shares held in the above tallased on the register of shareholders.
2. The equity position in the above table is daked after deducting treasury shares.
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2. Status of Stock Acq

uisition Rights

Stock Acquisition Rights Held by Corporate Officersof the Company as of February 28, 2015

5t Stock
Acquisition
Rights

6™ (a) Stock
Acquisition Rights

7t (a) Stock
Acquisition Rights

8" (a) Stock
Acquisition Rights

Number of option holders and the number of stockigdion rights (units)

=

Directors (excluding 0 person 0 persons 0 persons 0 persons
Outside Directors) (O units) (O units) (O units) (O units)
. . 2 persons 2 persons 2 persons 2 persons
Outside Direct ) . . .
uiside Birectors (10 units) (8 units) (8 units) (12 units)
Class and number of | Common stock| Common stock off Common stock off Common stock off
shares subject to stock of Lawson, Inc. Lawson, Inc. Lawson, Inc. Lawson, Inc.
acquisition rights 1,000 800 800 1,200
Value of property
invested |n.e.x.erC|s.|ng i Vi Vi i
stock acquisition rights
(per share)
October 13, October 27, 2006, September 6, 200/ January 17, 2009
Exercise period 2005 through | through May 26, | through August | through Decembe
May 31, 2025 2026 20, 2027 15, 2028
Maln_(_exermse Note 1 Note 2 Note 2 Note 2
conditions
9 Stock
Ac uis?t(i:on 10" Stock 11" Stock 12" (a) Stock
Igights Acquisition Rights| Acquisition Rights| Acquisition Rights

Number of option holders and the number of stockigdion rights (units)

Directors (excluding 0 persons 0 persons 0 persons 1 persons
Outside Directors) (O units) (O units) (O units) (65 units)
. . 2 persons 2 persons 2 persons 3 persons
Outside Direct . . . .
uiside birectors (10 units) (210 units) (10 units) (15 units)
Class and number of | Common stock| Common stock off Common stock off Common stock of
shares subject to stock of Lawson, Inc. Lawson, Inc. Lawson, Inc. Lawson, Inc.
acquisition rights 1,000 1,000 1,000 8,000
Value of property
invested |n_e_x_erC|s_,|ng v Vi vi i
stock acquisition rights
(per share)
Feb 18 .
eLruary 28, | robruary 26, 2011 February 18, 2012 April 12, 2013
. . 2010 through
Exercise period February 1 through February| through February| through March 26
2030 10, 2031 1, 2032 2033
Main exercise Note 2 Note 2 Note 2 Note 3

conditions
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13" Stock
Acquisition
Rights

Number of option holders and the number
of stock acquisition rights (units)

Directors (Excluding 1 persons
Outside Directors) (53 units)
4 persons

Outside Directors )
(20 units)

Class and number of | Common stock of
shares subject to stock Lawson, Inc.

acquisition rights 7,300
Value of property
invested in exercising Vi
stock acquisition rights
(per share)

April 10, 2014
Exercise period through March

23,2034

Mam_(_axermse Note 3
conditions
Notes:

1. A stock acquisition rights holder may exercigedn her rights only for a period of 5 years frtme day after
losing his or her position as a director of the @any.

2. A stock acquisition rights holder may exercigsedn her rights within the exercise period onlydgoeriod of 5
years from the day after losing his or her positisreither director and/or executive officer of @@npany.

3. A stock acquisition rights holder may exercigedr her rights within the exercise period only &period of
10 days from the day after losing his or her pasitis either director and/or executive officethaf Company.

The total number of shares subject to stock admunigiights that remain unexercised as of Febr@&\2015, is
64,600 shares, accounting for 0.1% of the totalbemof shares issued and outstanding.
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3. Directors and Corporate Auditors
(1) Positions, Names and Assignments (As of Febrya?28, 2015)

Name

Position

Assignments and Important Concurrent Positi
Note: Important concurrent positions of Outs
Directors given later in (5) Outside Directors &
Outside Corporate Auditors

Genichi Tamatsuka

Sadanobu Takemas

Masakatsu Gonai

Reiko Yonezawa
Takehiko Kakiuchi
Emi Osono
Yutaka Kyoya
Sakie Akiyama
Atsuhiko Seki
Shinichi Hokari
Tetsuo Ozawa
Eiko Tsujiyama

Representative Director,
President and CEO
uRepresentative Director,
Senior Executive Vice President

Director,
Executive Vice President
Director
Director
Director
Director
Director
Standing Corporate Auditor
Standing Corporate Auditor
Corporate Auditor

Corporate Auditor

Store Operations Division Director

—Corporate Staff Divisions and Lawson Mart/
Lawson Store 100 Business, Corporate Sales
Store Development Division Director
—Compliance & Risk Management and
Human Resources

Notes:

de
nd

and

1. Five directors (Reiko Yonezawa, Takehiko Kakiudbimi Osono, Yutaka Kyoya and Sakie Akiyama) are
outside directors as stipulated in Article 2, It&5) of the Companies Act of Japan (the “Compani&) A

2. Three auditors (standing corporate auditor Shinkébkari, corporate auditor Tetsuo Ozawa and cotpora
auditor Eiko Tsujiyama) are outside corporate auslibs stipulated in Article 2, ltem 16, of the Qamies

Act.

3. Standing corporate auditor Shinichi Hokari has reesliresponsible posts for many years on the Bdard o
Audit of Japan and therefore has considerable ggpén finance and accounting.
Corporate auditor Tetsuo Ozawa, lawyer, has pexttaw and advised on legal matters and risk manage
mainly in relation to the legal affairs of companind therefore has considerable expertise indamand

accounting.

Corporate auditor Eiko Tsujiyama has long-term erpee as a university professor in accounting and
therefore has considerable expertise in financeaaodunting.
4. Changes in appointment, approved with resolutionghb 39th Ordinary General Meeting of Shareholders
held on May 27, 2014 are as follows:

Appointment Representative Director Sadanobu Takema
Director Masakatsu Gonai
Director Sakie Akiyama

Resignation from office Director Yoshiyuki Yahagi

5. Takeshi Niinami retired from director and the chin of the board’s position on July 31, 2014.
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[Reference] Members of the Boards and Senior Vicer€sidents
(Exclude Outside Corporate Auditors) (As of March 1 2015)

Name

Position and Major Title

Genichi Tamatsuka

Sadanobu Takemasu

Masahiro Oyama
Masaharu Kamo

Masakatsu Gonai

Yutaka Yoshitake
Katsuyuki Imada
Jun Miyazaki
Norikazu Nishiguchi

Yuichi Wada

Tetsu Yamada
Shuichi Imagawa
Takaki Mizuno
Shigeaki Kawahara

Hisashi Yasuhira
Yasuhiko Hirokane
Kazuya Nobe
Tatsushi Sato
Hajime Kawamura

Motonobu Miyake

Atsushi Maeda
Akihito Watanabe

Yasuhiro Iseki
Taiki Hasegawa

Akira Ushijima

Representative Director,
President and CEO
Representative Director,
Senior Executive Vice Presiden
Senior Executive Vice Preside
Senior Executive Vice Presiden

Director,

Executive Vice President
Executive Vice President
Executive Vice President
Executive Vice President
Senior Vice President

Senior Vice President
Senior Vice President
Senior Vice President

Senior Vice President
Senior Vice President

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

Senior Vice President

Senior Vice President
Senior Vice President

Senior Vice President
Senior Vice President

Senior Vice President

—Corporate Staff Divisions and Lawson Store 100 Bess,
Store Development Division Director
nt—Merchandising and Merchandising Group Innovatioficef
—Strategy of Information Systems and Home CVS Bssine
Division, Entertainment and Consumer Service Bussifigivision
Director, BPR and Information Systems Division Btog, Corporate
Strategy and Planning Division Deputy Director and
Lawson HMV Entertainment, Inc. Representative Doec
—Compliance & Risk Management and Human Resourags an
Franchisee Business Support Division Director
CFO
Corpogitategy and Planning Division Director
Corporate @mmications Division Director and Human Resourc
HealtkedBusiness Division Director and BPR & Information
Systems Division Deputy Director
Merchandisingi§dn Director
Internationalrass Division Director
Sales Styated Marketing Division Director
Executive Assistant to CEG(Western Japan)
LawsoreSit00 Business Division Director, Seijo Ishii Biesia
Division Director and Lawson Mart, Inc. RepreseamtabDirector
Executivsigiant to CEO (Strengthen Life Support) and Sales
Strategy and Marketing Division Deputy Director
Store Qjmera Division Director and Management Owner
Promotion Division
Home CVS Busibéssion Director
BPR and Infoom&ystems Division Deputy Director
Franchisegrig®ss Support Division Deputy Director
Internatiddasiness Division Deputy Director, Lawson (China)
Holdings, Inc. General Manager
Merchandisiivisidn Deputy Director
Entertainnaeid Consumer Service Business Division Deputy
Director and United Cinemas Co., Ltd. Represergdiivector
Corporatesahd Store Development Division Deputy Director
EntertainmaedtConsumer Service Business Division Deputy
Director and Sales Strategy and Marketing Dividaputy Director
Lawson (Chikkjdings, Inc. COO and
Beijing Lawson, Inc. General Manager
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(2) Amounts of Remuneration, etc., Paid to Directar and Corporate Auditors
Remuneration paid to officers

Total Total Compensation Paid by | Number of
Compensation Type (Millions of Yen) Directors and
Category Paid Basic Corporate
(millions of S E Stock Options|  Auditors
Yen) Applicable
Directors
(Including Outside Directors) 324 194 130 10
(Outside Directors) (48) (37) (10) (5)
Corporate Auditors
(Including Outside Corporat 70 70 - 4
Auditors)
(Outside Corporate Auditors) (46) (46) =) 3
Total 395 264 130 14
Notes:

1. As of February 28, 2015, the number of diredtorfice was 8 and that of corporate auditors Was
2. The above figures include remuneration paiddo€ctor who resigned at the conclusion of thé Etdinary
General Meeting of Shareholders held on May 27428dd 1 director who resigned on July 31, 2014.

(3) Poalicy on Decisions Concerning the Amount of Reuneration Paid to Directors

(D Basic policy on decisions concerning the amount tfmuneration paid to directors

Regarding the amount of remuneration paid to dirsctit is the Company’s basic policy to design the
remuneration system in close correlation with dhalder returns while ensuring that it will function
sufficiently as an incentive for the enhancement@porate value, sustainable growth and improvémgen
operating performance, and reward each directdr avisufficient and adequate amount of compensédion
the execution of their duties.
@ Decision-making process for the amount of remunerain paid to directors

In order to enhance management transparency, therdrof remuneration paid to directors is deterchiae
the board of directors meeting based on recommiendaty the Company’s Compensation Committee, which
consists exclusively of outside officers (four adesdirectors and two outside corporate auditor).
Members of the Nomination and Compensation Comenitte

akeéhiko Kakiuchi
Sakie Akiyama

Outside Director
Outside Director

Reiko Yonezawa
Emi Osono
(Vice Committee Chairperson)
Outside Corporate Tetsuo Ozawa
Auditor (Committee Chairperson)
@ Details of remuneration paid to directors
Remuneration paid to the Company’s directors ispmsad of basic compensation through cash payments
and stock price-linked compensation through thatgra of stock options.
[Basic compensation]
Basic compensation of directors is composed ofdfigempensation with fixed monthly payments and
variable compensation, which fluctuates in respéms$ee Company'’s financial performance for eaatioge
i) Fixed compensation
The amount of fixed compensation commensurate thigh position is determined based on standards
stipulated by internal rules.
ii) Variable compensation
In order to link the remuneration of directors wishareholder returns, the Company has adopted a
compensation system that is linked to the Compdmasicial performance.
Variable compensation is paid in accordance withiegs indicators such as EPS (consolidated netiec

Outside Director
Outside Director

Outside Corporate  Eiko Tsujiyama

Auditor
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per share). Regarding nonexecutive directors, dirfu Reiko Yonezawa, Takehiko Kakiuchi Emi Osono,
Yutaka Kyoya and Sakie Akiyama, variable compengsais not applicable as they are focused on their
supervisory and advisory roles as the Company'seseptative directors and in the board of directors
meetings.

[Stock price-linked compensation]

Stock options as stock-based compensation

By incorporating stock options as stock-based cosggion linked with stock prices as part of compéor
paid to directors, the Company has a system inhwimanagement shares with stockholders the beffrefits a
rise in stock price as well as the risks associaititil a price decline. The Company positions stopkons as
compensation that is linked to medium to long-tenprovement of its corporate value.

Exercise price on stock options as stock-based ensgtion is ¥1 per share and the amount of urdtgept is
determined in accordance with the position of diec In addition, stock options as stock-basedpemrsation can
be exercised only during designated periods afteement from office; directors are not allowecei@rcise their
stock option rights during their term in office.

@ Limit on the amount of remuneration paid to directors

The limit on the amount of remuneration paid to @ampany’s directors is determined at the general
meeting of shareholders in accordance with lawsegdlations.

i)  Amount of remuneration paid to directors

Resolutions at the general meeting of sharehotdeds May 24, 2001: ¥400 million or less per year

i)  Amount of stock options granted to directors

Resolutions at the general meeting of sharehotdeos May 27, 2014: ¥300 million or less per year

(4) Policy on Decisions Concerning the Amount of Reuneration Paid to Corporate Auditors
@ Basic policy on decisions concerning the amount afmuneration paid to corporate auditors
Regarding the amount of remuneration paid to catpaxuditors, it is the Company’s basic policyeward
each corporate auditor with a sufficient and adegamount of compensation for the execution of tthefies.
@ Decision-making process for the amount of remunerain paid to corporate auditors
The amount of remuneration paid to corporate arglitodetermined based on discussions among ctepora
auditors and is within the remuneration amounttlnesolved at the general meeting of shareholders.

® Details of remuneration paid to corporate auditors

The Company’s corporate auditors receive basic easggion (fixed compensation) in cash.

The amount of basic compensation is decided basedissussions among corporate auditors, taking into
consideration whether or not they are working dullaime basis, and segregation of auditing dutiesgarding
retirement benefits, the system itself was abatishe

@ Limit of the amount of remuneration paid to corporate auditors
The limit of the amount of remuneration paid to empany’'s corporate auditors is determined at the
general meeting of shareholders in accordancelavith and regulations.
Amount of remuneration paid to corporate auditors
Resolutions at the general meeting of shareholdeds May 29, 2012: ¥80 million or less per year
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(5) Outside Directors and Outside Corporate Auditos
1) Relationship between Major Positions Concurrenyt Held and the Company

Position

Relationship between the

—

d

SS

e

Position in Name Details Company and Company
Concurrently "
the Company Where Position Concurrently
Held
Held
The Company and The R Co
Ltd. (Chairperson Reiko
Yonezawa), have a business
relationship consisting of
reception services for the
Outside Reiko Company’s head office
Director The R Co., Ltd. Chairperson provided by the latter. The
Yonezawa
(Independent Company entrusted The R
Co., Ltd. to provide services
after receiving bids from
several suitable companies
and verifying their economic
efficiency.
_ The Company and Mitsubis
o Executive Vice Corporation, of which Mr
Mitsubishi President, Group Kakiuchi is an employee ar
Corporation CEO, Living which is a lar
. . ge shareholder
Outside Takehiko i .
. S Essentials Group | the Company, have a busine
Director Kakiuchi . .
relationship under a
Mitsubishi _ _ extensive business allian
Shokuhin Co.. Ltd Outside director agreement.
Hitotsubashi
University
Graduate School
Outside of Professor
Director Emi Osono | International
(Independent Corporate
Strategy
R i . .
esona Holdings, Outside director
Inc.
The Company and Mitsubis
Corporation, of which Mr
L Kyoya is an employee arn
. . . Division COOQO, A
Outside Yutaka Mitsubishi Vst . which is a large shareholder
. . Foods (Commaodity) )
Director Kyoya Corporation Div the Company, have a busine
' relationship under al
extensive business allian
agreement.
Outside .
. Sakie . .
Director . Saki Corporation CEO and Founder
Akiyama

(Independent
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L Position : Relationship between the Company
Position in Name Details »
the Compan Concurrently and Company Where Position
pany Held Concurrently Held
Outside
Corporate Shinichi
Auditor Hokari
(Independent
Tokyo Fuji Law | Lawyer
Office (Partner)
Outside .
Corporate Tetsuo Ozawal CEMEDINE coourtscl)(:zte
Auditor CO., LTD. p
auditor
(Independent . .
Sekisui Outside
Chemical Co., corporate
Ltd. auditor
Waseda Mitsubishi Corporation, for whiclp
University Eiko Tsujiyama serves as an outs|de
School of Professor corporate auditor, is a large
Commerce and shareholder of the Company ahd
Graduate Schoo there is a business relationship
of Commerce between the two companies based
_ o Outside on a comprehensive busingss
Outside M'tSUb'sh' corporate alliance agreement.
Corporate Eiko Corporation auditor NTT DOCOMO, INC., for which
Auditor Tsujyama | o Outside Eiko Tsujiyama serves as an outs|de
(Independent Corporation director corporate auditor, is a large
NTT Outside shareholder Qf the Cqmpar_1y_a1d
there is a business relationship in fhe
DOCOMO, corporate o i
. telecommunications field between
INC. auditor .
o i the two companies based on| a
Shiseido Outside comprehensive business alliarjce
Qompany, corporate agreement.
Limited auditor

Note: Where nothing is written

in the column Relathip between the Company and company Where @tositi

Concurrently Held, it means that the Company hasmpuortant business or other relationship with that

company.
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2) Major Activities during the Year

Position in the
Company

Name

Major Activities

Outside Director
(Independent)

Reiko Yonezawa

Ms. Yonezawa attended 11 of 13 board of directmetings held
during the year and appropriately questioned andfoarked basef
on her abundant experience and knowledge as a emaeat
executive. Ms. Yonezawa is also a member of the pfaoyis
Nomination and Compensation Committee.

Outside Director

Takehiko Kakiuchi

Mr. Kakiuchi attended 11 of 13 board of directamgetings helc
during the year and appropriately questioned andfoarked basef
on his deep knowledge about the consumer lifestglhgstry. Mr.
Kakiuchi is also a member of the Company's Nomaratand
Compensation Committee.

Outside Director
(Independent)

Emi Osono

Ms. Osono attended 11 of 13 board of directors’ timge held
during the year, and as an academic, appropriaiedstioned
and/or remarked based on her abundant knowledgglodfal
corporate management, corporate strategy and asg@mal
behavior, etc. Ms. Osono is also a vice chairpersbnthe
Company’s Nomination and Compensation Committee.

Outside Director

Yutaka Kyoya

Mr. Kyoya attended 11 of 13 board of directors’ tmegs held
during the year, and appropriately questioned andémarked
based on his abundant knowledge of fields relatdte daily lives
of consumers.

Outside Director
(Independent)

Sakie Akiyama

Ms. Akiyama attended all 11 board of directors’ tmegs held
throughout the year during her term in office aamla management
executive, appropriately questioned and/or rematieskd on her
abundant knowledge. Ms. Akiyama is also a memberthef
Company’s Nomination and Compensation Committee.

Outside
Corporate Auditor
(Independent)

Shinichi Hokari

As a standing corporate auditor, Mr. Hokari examirfi@ancial
documents and visited relevant establishments asiddss partner
to examine their business operations and finargifahtion. Mr.
Hokari monitored and verified the execution of dsitof directors
and other personnel including those relating toiriffrovement of
internal control systems. Mr. Hokari attended & HRoard of
directors’ meetings and all 16 board of corporaigitars’ meetings
held throughout the year during his term in officel appropriately
questioned and/or remarked based on his deep kiigevinance
and accounting and using his experience of assuresgpnsible
posts for many years on the board of audit of Japan

[

Outside
Corporate Auditor
(Independent)

Tetsuo Ozawa

Mr. Ozawa attended 12 of 13 board of directors’ tinge and all
16 board of corporate auditors’ meetings held dutire year and
appropriately questioned and/or remarked basedi®rabundan
experience and knowledge as a lawyer. Mr. Ozawalss a
chairperson of the Company’'s Nomination and Corgt@ns
Committee.

Outside
Corporate Auditor
(Independent)

Eiko Tsujiyama

Ms. Tsujiyama attended all 13 board of directorsetings and al
16 board of corporate auditors’ meetings held dutire year and
appropriately questioned and/or remarked based @&n deep
knowledge of accounting as a university professdhis field. Ms.
Tsujiyama is also a member of the Company’s Nonanaand
Compensation Committee.
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(6) Judgment Criteria Concerning Independence
With the aim of enhancing corporate governanceCiiapany has specified the following judgment date
regarding Independent Directors/Auditors and hgmiaped outside directors and/or outside corpoaaiditors
who do not meet the judgment criteria as Indeparideactors/Auditors as specified in the rulesfeeth by the

Tokyo Stock Exchange, Inc.

(D Those who are engaged in business operations Gictimpany’s parent company

@ Those who are engaged in business operations Gfaimpany’s sister companies

Those who conduct business transactions with tleeiisas a major business partner or those who are
engaged in such business operations
Business partner groups that provide the Group pritiducts and/or services and whose total amount of
business transactions with the Group during thestafiscal year account for 2% or more of their
consolidated net sales

@ The Group’s major business partners or those wheragaged in such business operations
Business partner groups to which the Group provtdgwoducts and/or services and for which theu@
total amount of business transactions during thestiafiscal year accounted for 2% or more of the
Company’s consolidated net sales (total operaémgnues)

(® Consultants, accounting professionals, and legdégsionals who have received any monetary or pyope
benefits from the Group other than remuneratiod faofficers
Consultants, accounting professionals such adiedréiccountants, and legal professionals suchvagels
who have received any monetary or property ben#éfi: the Group other than remuneration paid to
officers and who have received remuneration tagafs million or more per year

The Company’s major shareholders (those who areagemp in business operations of applicable
corporations in cases where major shareholdersogperations)

(@ Those with close family members who are engagedsimess operations of the Group

(® Those with close family members who are nonexeeutivectors or accounting advisors of the Company
(in cases where Independent Directors/Auditor®atside corporate auditors)

(7) Outline of Liability Limitation Agreements with Outside Directors and Outside Corporate Auditors
The Company has entered into agreements with ttsdewdirectors and outside corporate auditorgiit |
their liability with regard to the damages outlinedder Article 423, Paragraph 1, of the Companies A
whereby their liability shall be, at a maximum, tb&al sum of the amounts set forth in the respectlevant

items of Article 425, Paragraph 1, of the Compahiets
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4. Independent Auditor
(1) Independent Auditor
Deloitte Touche Tohmatsu LLC

(2) Amounts of Remunerations, etc., to be Paid to the IndependeAtditor
1) Remuneratiotio be paid by the Company to the independent@udit 93 million yen
2) Sum of money and other property benefits to be pgithe Company and 158 million yen
its subsidiaries to the independent auditor
Note:
1. The audit agreement entered into by the indegg@raliditor and the Company does not clearly djsistn
the amount for the audit under the Companies Adtfanthe audit under the Financial Instruments and
Exchange Act, and the two amounts cannot be suladadistinguished from each other. Therefore th
amount in 1) above indicates the total for the &wdits.
2. Six of the important subsidiaries of Lawson sees are subject to audit by an independent awadfier
than Lawson’s independent auditor.

(3) Nonaudit Services
The Companyentrusts the following services, which do not cameer the services skdrth in Article 2,
Paragraph 1, of the Certified Public Accountant @hcinaudit services), to the independent auditor:
+ Advice and guidance on the preparation of documgatsslated into English for earnings reports and
various other financial documents.

(4) Policy on Decisions Concerning Dismissal or Nagappointment of the Independent Auditor

If the independent auditor violates or infringes ompanies Act, the Certified Public Accountant, Ac
other laws or regulations, or the Company considengcessary to do so, the board of directorsl,shibr
obtaining the agreement of the Board Gbrporate Auditors, submit a proposal for dismissal or
nonreappointment of the independent auditor toreigd meeting of shareholders. In addition, therdvad
corporate auditors can dismiss the independentcauiith a unanimous resolution if it determineattany act
or circumstance of the independent auditor falldeurany items of Article 340, Paragraph 1, of tleen@anies
Act.
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[ll. SYSTEMS TO ENSURE COMPLIANCE OF THE DIRECTORS' EXECUTION OF DUTIES WITH
LAWS AND REGULATIONS AND THE ARTICLES OF INCORPORAT ION, AS WELL AS OTHER
SYSTEMS TO ENSURE THE PROPRIETY OF BUSINESS OPERATIONS

At the board of directors’ meeting held on Februb8y 2015, based on improvements and the operatitire

preceding “2014 Basic Policy for Improvement oehmal Control Systems,” which was approved at theardd of

directors’ meeting held on February 18, 2014, tbenany passed a resolution called the “2014 BadicyFfor

Improvement of Internal Control Systems,” as int#idebelow.

(1) Systems to Ensure Compliance of the Execution of Bles by Directors and Employees with Laws and
Regulations and the Articles of Incorporation

1) The board of directors shall determine the impneet policies and plans for internal control sysem
including those for compliance with laws, regulaticand the like (the “Compliance”), and receivéusta
reports thereof periodically.

2) The board of directors shall maintain and impriheesupervising function regarding the executioduifes
by the directors by electing outside Directors prmagoing basis.

3) The corporate auditors shall independently abditeixecution of duties by the directors, includimg status
concerning the improvement of the internal corgystems.

4) The Internal Audit Department, which is indeperideom the business-executing bodies, shall atngit t
status concerning the improvement of the internatrol systems and recommend improvements thereof,
as required.

5) The board of directors shall maintain and raise #wareness of officers and employees regarding
compliance by thoroughly disseminating the GroumeéCof Conduct and the Lawson Ethical Mission
Statement by such measures as, including, butimded to, appointing a Chief Compliance Officer,
establishing a department to oversee compliansigraisg personnel in charge of compliance at each
department, streamlining the rules in relationdmpliance, and providing periodic training on ethénd
awareness surveys on compliance.

6) The Legal Affairs Department shall be reinforcex fortify foundations for complying with legal
requirements by identifying the laws and regulaicapplicable to the Company’s businesses and
communicating the content thereof to the relevapadments and sections.

7) With the aim to strive for the early detectionvalations or possible violations of laws, regudat, etc.
across the Group and the entire chain, the Comglaaii/establish and upgrade normal reporting rdotes
reporting any violations of laws, regulations otemal rules. It shall establish reporting and otiimgy
systems (internal consulting contact points, graige outside consulting contact points and coragilti
contact points for employees and business coumtimpéor Lawson’s franchised stores) that fullptect
those who make such reports.

8) The Company shall never become involved with aoié forces or bodies that threaten the order and
security of society, and shall take a firm stanogand deal with, improper demands by consultingp wi
lawyers the police and the like.

(2) Systems to Preserve and Manage Information Peiining to the Execution of Duties by Directors

1) The Company shall record, preserve and manageniafmn relating to decision making at important
meetings such as those of the board of directaidf@management council, and authorizing documents
including those approved by the president, as aslffinancial, clerical and risk- and compliancexesd
information (including information contained in elemagnetic media). Moreover, the Company shdll pu
in place a system allowing relevant parties toecsghe above information.

2) The Company shall manage and monitor its informasigstems in a secure manner, in addition to
maintaining the systems, by sufficiently takingpiaccount contingencies.

3) The Company shall establish and maintain rulesrdégg the management of documents (including
electromagnetic recording media), keep everyonerriméd about the responsibility and authority for
document management, document storage periods amagement methods, and periodically monitor the
status of document storage and management.
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4) The Company shall establish and maintain rulesrdéga the protection of personal information and th
management of trade secrets, and appropriatelysafelly store and manage personal information and
important trade secrets.

5) The Company shall establish and maintain an infdomaecurity system for the Group by putting iaqa
a Chief Information Security Officer and a divisitimat oversees information security with the aim of
promoting information security in a consolidated amified manner in view of both risk managememt an
system technology security.

6) The Company shall establish and maintain rulesda@gathe disclosure of important Company informai
and upgrade the system for disclosing informatiat tust be disclosed according to the requirenwnts
laws, regulations and stock exchanges, in an apateptimely and fair manner.

(3) Rules and Other Systems Regarding Risk Managemt

1) The Company shall establish a department to oveiskemanagement, improve rules related to risk
management, and improve group-wide risk prevensigstems during normal operations. Moreover, the
Company shall respond according to the characgtsrist risks by identifying risks that might hawevarse
effects on the Company’s management in connectith it business purposes in each department,
analyzing the probability of such risk factors miadezing and their impact, and evaluating whetinggnsive
countermeasures should be taken.

2) To ensure the effectiveness of risk management,Cbiapany shall establish a specialist committee
(“Compliance & Risk Management Committee”) and i§jathe authority and responsibility of the
committee and its chairperson. Furthermore, the gamy shall endeavor to increase awareness abkut ris
management by assigning risk management staffgartieents and associated companies and conducting
risk management training.

3) The Company shall develop contingency systems amdufate policy for contingency response bodies in
advance to prepare for the occurrence or possggar@nce of unanticipated situations or eventsclwh
might have adverse effects on management of thep@aynin order to provide a quick response to any
actual occurrence thereof and to take effectivesomes to prevent a reoccurrence. In particular, the
Company shall formulate a Business Continuity RPBOP) and a Business Continuity Management system
to minimize the business interruption in the evehtthe occurrence of situations or events infligtin
substantial damage on the Company such as a leatgesatural disaster or an epidemic of a new-type
influenza.

4) In order to be prepared for major earthquakesCiimpany shall conduct disaster prevention driliegh
times a year while working to improve effectivenedshe “Disaster Countermeasure Manuals” and the
“BCP” system.

(4) Systems to Ensure the Efficient Execution of ldies by Directors

1) The Company shall clarify the functional authosgtyd responsibility of corporate officers and empks/for
decision making and execution of business afféiine. Company shall also improve rules for the diwvisbf
duties to ensure and encourage more appropriatodivof duties and collaboration among organizegio
bodies.

2) The Company shall work to raise operational efficieby simplifying business processes, streamlitiirey
organization and making appropriate use of IT.

3) In order to promote the proper communication obiinfation and communications between officers and
employees, the Company shall improve systems sb rtlenagement guidelines and policies are
disseminated to employees by corporate officersimpdrtant field information is properly communiedt
by employees to corporate officers in a timely neann

(5) Systems to Ensure the Propriety of Business Op¢ions Conducted by the Corporate Group Consisting
of the Company and its Subsidiaries
1) The Company shall endeavor to maintain and enhidweckawson brand through close collaboration with
subsidiaries and affiliated companies (“Associat@dmpanies™. However, with regard to affiliated
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2)

3)

4)

companies, the Company will work to appropriatestablish and maintain systems through phased
implementation, taking into account such factorsetetions with other leading shareholders diffeemnin
laws, regulations and business customs and theflifaeign countries.

While respecting the independence of Associated faoias, in view of the purpose of the Company’s
equity participation in Associated Companies, toen@any shall establish Group regulations such sis ba
policies for the management of Associated Compaaigs management policies thereof, and keep the
Associated Companies fully informed of the Grougl€of Conduct.

The Company shall appoint designated persons air nAgsociated Companies to be responsible for
promoting compliance and risk management and p®rmotnmunications between the Company and
major subsidiaries with a view to ensuring appiprbusiness operations across the entire Group.

The Internal Audit Department shall cooperate iditing the status of establishment of internal munt
systems at Associated Companies and promote impeaus based on the results of audits.

(6) Necessary Systems to Ensure Proper Financial garting by the Company and its Group of Companies

1)

2)

The Company shall enhance systems for prepariagdial statements according to laws, regulationd, a
accounting standards and disclosing the samethfigrhave been discussed, examined, and confirmed i
accordance with regulations governing informatigstidsure in order to report financial informationa
proper and timely manner.

The Company shall establish a dedicated interrgginization in order to properly implement the inggr
control reporting system required by the Finankiastruments and Exchange Act as an internal cofurol
financial reporting. Furthermore, the Company shathblish a system for self-evaluation and tharyp
evaluation and improvement through the identif@atand recording of business processes at important
business bases and the status of Company-wideahteontrols. The results of these evaluationsod,
improvements at, the Company and important subigdishall be regularly reported to the board of
directors.

(7) Matters Concerning Employees Where a CorporatAuditor Requests Employees to Assist with Duties

1)

2)
3)

4)

The Company shall assign appropriate personnéigaatiditors’ office (“Corporate Auditors’ Staff’sa
employees exclusively to assist corporate auditaitse execution of their duties.

Corporate Auditors’ Staff may serve concurrentlgagporate auditors of Associated Companies.

Corporate Auditors’ Staff shall have the authaigtgonduct investigations necessary for auditsdpgarate
auditors following the instructions of corporatelibors.

The Legal Affairs, Risk Management and FinanceAccbunting departments of the Company shall assist
in conducting necessary surveys for audits whenasiqd by any corporate auditor.

(8) Independence of Employees from Directors in thBreceding Item

Performance reviews of Corporate Auditors’ Stafilshe conducted by the standing corporate audttors
ensure that Corporate Auditors’ Staff carry oufrtiieities appropriately. Personnel changes reghieprior
consent of the standing corporate auditors.

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

1)

2)

3)

Directors and employees of the Company shall repoportant corporate management and business
administration matters, as well as the status esults of the execution of their duties, to cormeaditors

so that the corporate auditors can carry out tHaties effectively. Such important matters include
compliance- and risk-related issues and other matéating to internal control.

If directors become aware of any fact or event thidltlikely cause the Company to suffer signifitan
damage or loss, they shall immediately inform thart of corporate auditors.

Reports to corporate auditors shall basically bdema good faith without fail, and shall be mademptly,

if required, in addition to periodic reports.
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(10) Other Systems to Ensure Effective Audits by Gporate Auditors

1) The representative directors and corporate audisbedl have regular meetings to enhance smooth
communications with each other.

2) Directors shall cooperate with the corporate awsliteith regards to communications, the collectiod a
exchange of information and so on between the catpauditors and the corporate directors andkbef
Associated Companies so that the corporate audiorperform their duties appropriately.

3) Directors shall also cooperate in conducting swsvaysignificant business partners, which the caeo
auditors deem necessatry.

4) Directors shall enable the corporate auditors Balorate with outside experts such as lawyersceniified
public accountants, if any corporate auditor deiémscessary in executing his/her duties.

The above amounts and the number of shares iBtisimess Report are rounded down to the neardshmhi
the ratios are rounded to the nearest whole number.
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(TRANSLATION ONLY)

Consolidated Balance Sheet

(Millions of yen)

Assets Liabilities
As of Februan As of As of Februar As of
Account item 28,2014 | February 28, Account item 28,2014 | February 28,
(for reference 2015 (for reference 2015
Current assets 195,784 223,642 | Current liabilities 246,706 301,069
Cash and deposits 76,763 76,758 Accounts payable-trade 9,726 20,072
Accounts receivable-due from Accounts payable-trade for
franchised stores 32,186 e franchised stores 79,444 e
Merchandise 9,596 17,044 Due to franchised stores 1,405 1,507
Prepaid expenses 10,716 12,235 Short-term loans payable 680 1,740
Accounts receivable-other 54,193 58,666 ﬁ:):rnrser;tar;c;rgllgn of long-term — 575
Deferred tax assets 4,481 5,299 Lease obligations 16,585 19,948
Other 10,240 19,164 Accounts payable-other 29,344 43,518
Allowance for doubtful accounts (2,393) (2,578) Income taxes payable 14,330 13,301
Non-current assets 425,208 540,971 Deposits received 87,585 103,634
Property and store equipment 233,436| 274,436 Provision for bonuses 2,372 2,976
Buildings and structures 128,835 153,375 Other 5,232 10,408
Furniture, fixtures, and 12,083| 14,825 Non-current liabilities 123,788 | 199,746
equipment
Land 8,773 9,640 Long-term loans payable — 58,425
Lease assets 80,767 91,661 Lease obligations 61,66¢ 76,174
L Provision for retirement
Construction in progress 2,977 4,810 benefits 11,082 —
Provision for retirement
benefits to executive officers
Other N 12 and audit & supervisory board 408 ele
members
Intangible assets 28,480 79,530 Net defined benefit liability — 12,958
Software 14,902 11,806 Long-term guarantee deposited 32,252 29,992
Software in progress 3,360 6,993 Asset retirement obligations 17,874 21,530
Gooduwill 9,719 48,189 Other 502 297
Right of trademark 106 11,989 Total liabilities 370,494 500,816
Other 391 550 Net assets
Investments and other assets 163,291 187,004 | Shareholders’ equity 242,832 252,107
Investment securities 12,821 18,118 Capital stock 58,506 58,506
Long-term loans receivable 33,727 37,232 Capital surplus 47,741 47,696
Long-term prepaid expenses 8,260 9,912 Retained earnings 138,141 147,177
Guarantee deposits 86,150 93,205 Treasury shares (1,55 (1,272)
Deferred tax assets 21,627 26,251 Accumulateq other 2,456 4,014
comprehensive income
Valuation difference on
Other 1,669 e available-for-sale securities (93) (SR
Allowance for doubtful accounts (965) (1,121) Revaluation reserve for land (56 (566)
Fo_relgn currency translation 3.118 5.492
adjustment
Reme_asurements of defined . (518)
benefit plans
Subscription rights to shares 557 223
Minority interests 4,650 7,452
Total net assets 250,497 263,797
Total Assets 620,992 764,614 Total Liabilities and Net Assets| 620,992 764,614

Note: Figures as of February 28, 2014, are incliddke table above for comparative purposes only.
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(TRANSLATION ONLY)

Consolidated Statement of Income

(Millions of yen)

From March 1, 201
Account item Ic;ebru:lr():/ 28’, 2%1?:1 ° Frlc;r;bl;szrrchzé, 22%11‘:3 0
(for reference) y <o,
Operating revenue
Income from franchised stores 242,078 247,681
Other operating revenue 75,009 317,088 76,188 323,869
Net sales
Net sales (168,159) 168,159 (174,044) 174,044
Gross operating revenue 485,247 497,913
Cost of sales (126,637) 126,637 (128,116) 128,116
Gross profit (41,521) (45,928)
Operating gross profit 358,610 369,797
Selling, general and administrative expenses 290,483 299,315
Operating income 68,126 70,482
Non-operating income
Interest income 860 830
Foreign exchange gains 272 1,585
Penalty income 142 618
Other 1,920 3,195 1,712 4,746
Non-operating expenses
Interest expenses 1,294 1,520
Loss on cancellation of store lease contract 570 1,168
Other 577 2,442 825 3,514
Ordinary income 68,880 71,714
Extraordinary income
Gain on sales of investment securities 403 369
Gain on change in equity — 756
Gain on sales of non-current assets 51 —
Other 11 466 — 1,126
Extraordinary losses
Loss on retirement of non-current assets 2,648 2,966
Impairment loss 5,744 8,263
Loss on liquidation of business — 1,519
Other 1,168 9,560 1,719 14,469
Income before income taxes and minority intere 59,785 58,370
Income taxes-current 26,758 24,938
Income taxes-deferred (5,136) 21,622 312 25,250
Income before minority interests 38,163 33,120
Minority interests in income 197 433
Net income 37,965 32,686

Note: Figures from March 1, 2013 to February 28/£&0are included in the table above for comparative
purposes only.
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Consolidated Statement of Changes in Equity

(From March 1, 2014 to February 28, 2015)

(TRANSLATION ONLY)

(Millions of yen)

s:r'f(‘)r:jce atbeginning of curent oo ooe | 47 741 | 138,141 | (1,556)| 242,832 ©3)| (67) 3,118 — 2,456 557 | 4,650 | 250,497
Changes of items during period
Dividends of surplus (22,979) (22,979) (22,979)
Change of scope of equity
method (608) (608) (608)
Net income 32,686 32,686 32,686
Purchase of treasury shares (289) (289) (289)
Disposal of treasury shares 0 0 0 0
Reversal of revaluation
reserve for land (1) (1) (1)
Exercise of subscription
rights to shares (delivery of (44) (63) 573 465 465
treasury shares)
Net changes of items other
than shareholders’ equity (299) 1 2,374 (518) 1,557 (334)| 2,801 | 4,024
;Z:‘;';ha”ges of items during - 44y| 9035 284| 9274 (299) 1| 2374 518)| 1,557 (334)| 2,801 | 13,299
Balance at end of current period 58,506 | 47,696 | 147,177 | (1,272)| 252,107 (393) (566) 5,492 (518) 4,014 223 7,452 | 263,797
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(Notes to the Consolidated Financial Statements)
(Significant Accounting Policies)
1. Scope of consolidation
(1) Number of consolidated subsidiaries: 15
(Domestic) Lawson HMV Entertainment, Inc.
Lawson ATM Networks, Inc.
BestPractice, Inc.
SCI, Inc.
Lawson Mart, Inc.
Lawson HMV Entertainment United Cinemas Holdings. |
United Entertainment Holdings Co., Ltd.
United Cinemas Co., Ltd.
SEIJO ISHII CO., LTD.
(Foreign)  Chongging Lawson, Inc.
Shanghai Hualian Lawson, Inc.
Dalian Lawson, Inc.
Lawson (China) Holdings, Inc.
Lawson Asia Pacific Holdings Pte. Ltd.
Saha Lawson Co., Ltd.

Among the companies mentioned above, Lawson HM\éfEaihment United Cinema Holdings,
Inc., which was established during the currentalisgear, has been included in the scope of
consolidation.

United Entertainment Holdings Co., Ltd. and its sdiary United Cinemas Co., Ltd. have been
included in the scope of consolidation as a resulicquisition of shares of United Entertainment
Holdings Co., Ltd. from the current fiscal year.

SEIJO ISHII CO., LTD. has been included in the scopconsolidation as a result of acquisition
of its shares from the current fiscal year.

Smart Kitchen, Inc. was excluded from the scopeoofsolidation since its liquidation was
completed as of January 28, 2015.

(2) Names of major nonconsolidated subsidiaries, etc.
(Domestic) LAWSONWILL, Inc.
HATS UNLIMITED CO., LTD.
Food Marketing Japan, Inc.
Seikaken, Inc.
Lawson Syuhan, Inc.
Lawson Staff, Inc.
TOKYO EUROPE TRADE CO., LTD.
(Foreign)  Lawson USA Hawaii, Inc.
Shanghai Le Song Trading Co., Ltd.
Hangzhou Lawson, Inc.
Beijing Lawson, Inc.
BEIJING LUOSONG Co., Ltd.

Nonconsolidated subsidiaries were excluded fronstioge of consolidation because they have a
negligible impact on total assets, total operatexg@nues, net income, retained earnings, etc.dand
not interfere with reasonable judgments of the Gafe Group’s financial condition and business
results.

2. Application of the equity method
(1) Number of unconsolidated subsidiaries and affiliaté companies to which the equity method
is applied: 2
(Domestic) Lawson Okinawa, Inc.
Lawson Minamikyushu, Inc.

Lawson Minamikyushu, Inc., 49% of the shares ofcktthe Company owns, has been included
in the scope of the equity method affiliate staytfrom the current consolidated fiscal year due to
increasing materiality.

PT MIDI UTAMA INDONESIA Tbk, which had been an edquimethod affiliate in the previous
consolidated fiscal year, was excluded from thesaxf the equity method affiliate since all of its
owned shares were sold.
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(2) Nonconsolidated subsidiaries and affiliated compaes to which the equity method is not

applied

Nonconsolidated subsidiaries LAWSONWILL, Inc., HATSNLIMITED CO., LTD., Food
Marketing Japan, Inc., Seikaken, Inc., Lawson Sgulac., Lawson Staff, Inc., TOKYO EUROPE
TRADE CO., LTD., Lawson USA Hawaii, Inc., Shang Ha Song Trading Co., Ltd., Hangzhou
Lawson, Inc., Beijing Lawson, Inc., BEIJING LUOSONI®., Ltd.and affiliated compangDouble
Culture Partners Co., Ltd., Daichi Wo Mamoru Kaip.CLtd., Kyodo Classics, Inc., Loyalty
Marketing, Inc., Shang Hai Gong Hui Trading Co.d.|.tLawson Farm Chiba and others were
excluded from the scope of the equity-method af@libecause net income/loss (corresponding to
equity interest) and retained earnings (correspundd equity interest) of these nonconsolidated
subsidiaries and affiliated companies have minirmluence on the consolidated financial
statements and are negligible even in aggregate.

3. Fiscal year end of the consolidated subsidiaries

The balance sheet date of SEIJO ISHII CO., LTD.orgjuing Lawson, Inc., Shanghai Hualian
Lawson, Inc., Dalian Lawson, Inc., Lawson (Chinaldihgs, Inc. and Saha Lawson, Co., Ltd. is
December 31. In order to prepare the consolidatehéial statementgshe Company used these
companies’ financial information prepared as ofhsb@lance sheet date and significant transactions
which occur between the balance sheet date anddhsolidated balance sheet date are adjusted as
required for consolidation. Also the balance shisde of Lawson HMV Entertainment United Cinema
Holdings, Inc., United Entertainment Holdings Cad. and United Cinemas Co., Ltd. is March 31. In
order to prepare the consolidated financial statéspethe Company used these companies’ financial
information prepared as of recent quarterly resdiges, and significant transactions which occur
between the recent quarterly results dates andahgolidated balance sheet date are adjusted aiseeq
for consolidation. The fiscal year end date for thieer consolidated subsidiaries corresponds ki¢h t
balance sheet date.

4. Summary of significant accounting policies
(1) Valuation basis and method for important assets
Marketable securities and investments in securities

Held-to-maturity debt securities: Carried at amortized cost (straight-line method)
Available-for-sale securities:
Securities whose market value is readily determindb:

Recorded at market value with net unrealized gaislosses as a separate component of
net assets. The cost of securities sold is detedhidased on the movi-average metho
Other:
Stated at cost determined by the moving-averaghadet

Merchandise inventories:

Merchandise:

Stated at cost determined mainly by the retail wetfthe book value in the balance sheet is
written down based on the decline in profitability)
Merchandise of some consolidated subsidiaries #&edt at cost determined by the
gross-average method (the book value in the balaheet is written down based on the
decline in profitability)
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(2) Depreciation

Property and store equipment (except for lease ads§
Depreciation is mainly computed using the declinivglance method at rates based on
estimated useful lives of the assets. The rangasseful lives are from 10 to 34 years for
buildings and structures and from 5 to 8 yearguoniture, fixtures and equipmen

Intangible assets (except for lease assets):
Amortization of intangible assets is computed by $fraight-line method. Costs of software
for internal use are amortized by the straight-timethod over 5 years, which is the estimated
useful life. Furthermore, for right of trademarknartization is mainly computed using the
straigh-line method over 20 yea

Lease assets:
In terms of the depreciation method for leasedtassdated to finance leases that do not
transfer ownership of leased property, the Compaoplies the straight-line method using the
lease term as the useful life and a residual vaf@eyen.
Finance leases without ownership transfer of thedd property to the lessee and for which
the lease inception was before February 28, 2068,aacounted for as operating lease
transaction:

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

(3) Accounting policies for important reserves

Allowance for Doubtful Accounts:
Allowance for doubtful accounts is provided at thenount of possible losses from
uncollectible receivables based on the actual oditéosses from bad debt for ordinary
receivables and on estimated recoverability focsigedoubtful receivable

Provision for Bonuses:
Provision for bonuses is provided for paymentsmopleyees’ bonuses based on the estimated
amounts

Provision for Retirement Benefits to Executive Offters and Audit & Supervisory Board

Members:
Provision for retirement benefits to executive adfis of the Company and audit &
supervisory board members of consolidated subsidias recorded as a liability at 100% of
the amount that would be required if all audit &pswisory board members, executive
officers, and directors terminated their servicéth the Company at the consolidated balance
sheet dat

(4) Accounting method for retirement benefits:

Allowance for employees’ retirement benefits isyided at the amount accrued based on the

retirement benefit liability and pension assetshet balance sheet date for provision for

retirement benefits to employees.

+ Period attributable method of estimated amounetifament benefits
In calculating retirement benefit obligation, inder to attribute estimated amount of
retirement benefits in the period up to the endhefcurrent fiscal year, it is based on the
straight-line attribution basis.

=Cost treatment method of actuarial difference amat gervice cost
Prior service cost is amortized starting the fisgahr incurred mainly on a straight-line
basis over a certain period (10 years) within aprage remaining service period of
employees at the time of their occurrence.
Actuarial differences are mainly amortized from fokowing fiscal year on a straight-line
basis over a certain period (10 years) within aprage remaining service period of
employees at the time of their occurrence.
Certain consolidated subsidiaries apply the singglifmethod to estimate the amount
required for voluntary resignations at the endhe fiscal year as the retirement benefit
liability in order to calculate net defined bendifibility and retirement benefit expenses.
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(5) Foreign currency translation and foreign currency fnancial statements

All short-term and long-term monetary receivablesl gpayables denominated in foreign
currencies are translated into Japanese yen a&xttteange rates at the consolidated balance
sheet date. The foreign exchange gains and losses tfanslation are recognized in the
consolidated statement of income. The consolidasgaince sheet accounts as well as revenue
and expense accounts of foreign subsidiaries afiliatafl companies are translated into
Japanese yen at the current exchange rate as obniselidated balance sheet date except for
shareholders’ equity, which is translated at thstahnical rate. Differences arising from such
translation are shown as “foreign currency traimhaadjustments”, a separate component of
net assets.

(6) Amortization of goodwill
Goodwill is amortized on a straight-line basis other relevant years, depending on the reason
for the occurrence of goodwill, with a maximum @&f years.

(7) Accounting for consumption tax
Consumption tax is excluded from income and expense

5. Changes in accounting policies and others
(Change in accounting policies)

The Company adopted “Accounting Standard for Reiinat Benefits” (ASBJ Statement No. 26
issued on May 17, 2012, hereinafter “Accountingh8tad Retirement Benefits”) and “Guidance on
Accounting Standard for Retirement Benefits” (ASBUidance No. 25 issued on May 17, 2012,
hereinafter “Guidance Retirement Benefits”) frone thnd of the current consolidated fiscal year
(excluding stipulations stated in the main clauspasagraph 35 of ASBJ Statement No. 26, and the
main clause of paragraph 67 of ASBJ Guidance Ny. @&anged the method recorded as the net
defined benefit liability that has deducted pensamsets from retirement benefit liabilities, and
recorded as net defined benefit liability the unggtzed actuarial difference and prior service .cost
The application of Accounting Standards for RetieaimBenefits, etc. has followed the transitional
treatment stipulated in paragraph 37 of ASBJ Statgo. 26, and the impact of the change was
charged to the Remeasurements of defined benefitspin Accumulated other comprehensive
income at the end of the current consolidated Ifigear.

As a result, at the end of the current consolidéisahl year, 12,958 million yen was record for
net defined benefit liability. Furthermore, accuatatl other comprehensive income decreased by
518 million yen.

The impact on information per share date is desdrib the relevant section.

(Change in accounting policy that is not easily disguished from change of accounting
estimation)
Depreciation method of property and store equipment

The Company and domestic consolidated subsidiarfes\ged the depreciation method for
property and store equipment (excluding lease sisé&tm the declining-balance method to the
straight-line method which had been adopted prigpdrom the current fiscal year.

The Group, under the policy of placing emphasiseristing stores, reviewed the depreciation
method of its property and store equipment upon ateption of a strategy to reinforce the
competitiveness of its existing stores, which idelsi the utilization of membership card data and the
restructuring of the Group. As a result, the dejpten method was changed to the straight-line
method from the current consolidated fiscal yearalbse an even distribution of depreciation is
considered to be more appropriate going forwardesihis anticipated that the number of visiting
customers, which is proportionate to equipmentizatiion (the main factor behind economic
depreciation), will be maintained as store assgts a

Due to this change, operating income, ordinary nmepand income before income taxes and
minority interests for the current consolidateddisyear increased by 9,422 million yen compared
to the previous method.
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(Changes in Method of Presentation)

1.

In the “Intangible assets” section, “Right of tratserk” (¥106 million for the previous fiscal year)
was included in “Other” in the consolidated balasbeet before. Due to an increase in financial
materiality, “Right of trademark” (¥11,989 milliofor the current fiscal year) is separately
presented for the current fiscal year.

In the “Current liabilities” section, “Provision f@oint card certificates” was separately listed in
the consolidated balance sheet before. Due tolandée financial materiality, “Provision for point
card certificates” (¥91 million for the currentd@ year) is included in “Other” for the current
fiscal year.

In the “Non-operating income” section, “Foreign bange gains” (¥272 million for the previous
fiscal year) was included in “Other” in the condalied statement of income before. Due to an
increase in financial materiality, “Foreign exchanggpins” (¥1,585 million for the current fiscal
year) is separately presented for the currentlfigezar.

In the “Non-operating income” section, “Compensatimcome” was separately listed in the
consolidated statement of income before. Due tedlirk in financial materiality, “Compensation
income” (¥365 million for the current fiscal ye&)included in “Other” for the current fiscal year.
In the “Non-operating income” section, “Penalty onme” (¥142 million for the previous fiscal
year) was included in “Other” in the consolidat¢égtesment of income before. Due to an increase
in financial materiality, “Penalty income” (¥618 liiwn for the current fiscal year) is separately
presented for the current fiscal year.

In the “Non-operating income” section, “Share obffir of entities accounted for using equity
method” was separately listed in the consolidatatesient of income before. Due to a decline in
financial materiality, “Share of profit of entitieecounted for using equity method” (¥365 million
for the current fiscal year) is included in “Othéot the current fiscal year.
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(Notes to the Consolidated Balance Sheet)
1. Accumulated depreciation of property and store egipment: 283,656 million yen

2. Revaluation of land used for business
Land used for business was revalued on the basteqined by the Law Concerning Revaluation of
Land (Law No. 34, March 31, 1998). The resultingataation difference has been included in net
assets as land revaluation difference.
Revaluation method: The value of land is determiteded on the notified prices adjusted
reasonably as stipulated in Article 2, Item 4 &f tbrdinance Implementing
the Law Concerning Revaluation of Land (Governm@rdinance No. 119,
March 31, 1998) and the assessed value as stigufatarticle 2, Item 5 of
the same ordinance.
Date of revaluation: February 28, 2002
The difference between book value and market valuthe revalued land as of the consolidated
balance sheet date was 314 million yen.

3. Collateral assets and liabilities collateralized
Assets pledged as collateral and liabilities celialized are as follows.

Millions of yen

Cash and deposits 416
n addition to the above, consolidated subsidigras to be pledged as collateral are as follows.

Millions of yen

Shares of consolidated subsidiaries
T 16,614
(Amount before eliminatiol

Collateralized debts are as follows.

Millions of yen

Short-term loans payable 1,000
Current portion of long-term loans payable 575

Long-term loans payable 8,425

Total 10,000
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(Notes to the Consolidated Statement of Income)
1. Impairment loss

The Company and the consolidated subsidiaries tfiegethe “Group”) recognized an impairment
loss mainly for each store as the smallest catelgawving cash flows.

The carrying amount of those assets was writtenndtavthe recoverable amount. The Group
recognized impairment loss as special losses ofotlusving assets due to a decline in the valu¢hef
related asset categories mainly due to continupesating losses. Furthermore, regarding impairment
loss, part of the unamortized balance resultingnfedimination of the difference between investment
and capital of shares acquired from some conselidaubsidiaries, for which profitability has
deteriorated, was recognized as impairment loss.

Category by us( Location Assets Millions of yen
Tokyo Buildings and s_tructur(_es; furniture, fixtures and 1,307
equipment; and othe
Stores Osaka Buildings and s_tructur(_es; furniture, fixtures and 270
equipment; and othe
Others Buildings and s_tructur(_es; furniture, fixtures and 4.240
equipment; and othe
— Land 29
Others — Software 17
— Goodwill 1,897
Total — — 8,263

Category by fixed assets
(Millions of yen)

Buildings and structures 3,658
Furniture, fixtures and equipment 464
Land 29
Leased property 2,172
Software 17
Goodwill 1,897
Other 24

Recoverable value of the assets of the Group idigjeer of net selling price or value in use. Net
selling price of land was calculated based on #ilaevappraised by a real estate appraiser or cbntra
price, and the value in use was calculated by distiog estimated future cash flows to which a
discount rate of 4.8% was mainly applied.

2. Business liquidation loss
The Company recorded losses due to store closndewighdrawal cost of Lawson Mart business due
to business liquidation of the Company and its obdated subsidiaries in this fiscal year as
extraordinary losses. The company recorded extirzemyl loss related to withdrawal cost of Lawson
Mart business due to business liquidation and sflaure in this fiscal year.

Breakdown of business liquidation loss
(Millions of yen)

Loss on cancellation of rental contracts 429
Loss on cancellation of FC contracts 370
Loss on abandonment of goods 369
Other 351

In addition, an impairment loss of 2,753 milliomydue to the business liquidation is included in "1
Impairment loss".
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(Notes to the Consolidated Statement of Changes Equity)
1. Number of issued shares and treasury shares

3.

(TRANSLATION ONLY)

Number of shares
at the end of
previous period
(thousand shares

Increase during th
period
(thousand shares

Decrease during
the period
(thousand shares

Number of share$

at the end of the
period

(thousand shares

~

Issued shares

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

Notes:

1. The 40 thousand share increase in treasury steclted from the acquisition of treasury stock
due to the purchase request of dissenting shamisotipposed to a merger (an increase of 40

thousand) and the purchase of stock of less tharsloare unit (an increase of O thousand.)

2. The 135 thousand share decrease in treasury stegked from the exercise of stock acquisition
rights and the 0 thousand share decrease dueuestsdor additional purchase of stock of less
than one share unit.

Dividend
(1) Dividend payment
Class of Amount of Dividend
Date of resolution dividend payment per share | Record date | Effective date
shares TF
(millions of yen) (yen)
The General meeting As of
of shareholders C(;{g?kon 10,989 110 February 28, As o;(l;/ﬁy 28,
(May 27, 2014 201¢
The Board of Common As of As of November
Directors’ meeting stock 11,989 120 August 31, 10. 2014
(October 7, 201« 201¢ '

(2) Dividends for which the record date is in the currat period and the effective date is after the
year-end consolidated balance sheet date

Amount of . .
Date of resolution Class of Re:;e e 2 dividend paymentD'VIdend P€ Record date e
shares | Dividend o share (yen date
(millions of yen)
The General meeting . As of
of shareholders C(;gl)::nkon Sgﬁﬁ;geg 11,999 120 February A2370f2'(\)/|f5y
(May 26, 201¢ 9 28, 201! '

Kind and number of stock that can be exercisedyboutstanding subscription rights to shares
(excluding those not yet in the exercisable period)
Common stock

64,600 shares

4C



(TRANSLATION ONLY)

(Notes to Financial Instruments)
1. Matters relating to the status of financial instuments
(1) Policy for financial instruments

LAWSON Group primarily uses short-term deposits,, &b manage its funds and raises funds as

necessary through borrowings from financial intiitus and leasing according to the financing plan.
(2) Nature, extent of risk, and risk management systerfor financial instruments

Trade receivables, such as accounts receivable-atieeexposed to credit risk from business
counterparties.

Guarantee deposits are exposed to credit riskerdekrs, etc. With regard to this risk, the
Company manages credit on a daily basis at theamdalivision and seeks early acknowledgement
and minimization of collection concerns due to detation in the financial situation, etc.

Investment securities are primarily shares of carigsmwith business relationships and listed
shares which are exposed to the risk of marketepificctuations. With regard to this risk, the
Company monitors the financial conditions of busgieounterparties on a regular basis.

Among trade payables, most of the accounts payedudie; accounts payable-trade for franchised
stores, accounts payable-other and deposits rethipdd as a result of bill settlement services have
payment due dates within one month, while most siépoeceived held as a result of ticket sales
transactions have payment due dates within six insont

Long-term loans payable are mainly for the purpafstinding necessary for M&A, and are due
within 5 years.

The primary purpose of lease obligations relatefinnce lease transactions is securing the funds
required for capital investments and the maximurdemgption dates is 15 years after the
consolidated balance sheet date.

With regard to the liquidity risk associated withnfiraising (risk that payments cannot be
executed on the payment due dates), the Compapgneeand updates financial plans on a timely
basis and manages liquidity risk by measures imgtuchaintaining adequate liquidity on hand.

(3) Fair values of financial instruments

Fair values of financial instruments are baseduntey prices in active markets. If quoted price is
not available, other rational valuation techniques used instead. Since multiple factors are
considered in the estimation of fair value, thailtssof the estimation might differ if other valiat
techniques were used.
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2. Matters relating to the fair values of financialinstruments
The carrying amount, fair values, and differencefaBebruary 28, 2015, are as follows. (Financial
instruments whose fair value cannot be reliablyeined are not included as described in “(Note 2)
Financial instruments whose fair values cannotliably determined.”)
(Millions of yen)

Carrying Fair value Difference
amount
(1) Cash and deposits 76,758 76,758 —
. 58,666
(2) Accounts receivable-other (2,473)
Allowance for doubtful accounts (*1) ’
56,193 56,193 —
3) Inve_stment securities N 5575 5575 -
Available-for-sale securities
. 93,205
(4) Guarantee deposits (487)
Allowance for doubtful accounts (*1)
92,718 89,755 (2,963)
Total assets 231,245 228,282 (2,963)
(1) Accounts payable-trade and _ 103,458 103,458 -
Accounts payable-trade for franchised stores
(2) Accounts payable-other 43,518 43,518 —
(3) Deposits received 103,634 103,634 —
(4) Long-term loans payable (*2) 59,000 59,000 —
(5) Lease obligations (*2) 96,122 96,005 (116)
Total liabilities 405,734 405,617 (116)

(*1) Allowance for doubtful accounts related to agnts receivablether and guarantee deposits have
been deducted.
(*2) Long-term loans payable and lease obligationkide liabilities maturing within one year.

(Note 1) Method of calculating the fair values ofihancial instruments
Assets
(1) Cash and deposits and (2) Accounts receivable-other
The carrying values of cash and deposits and ateaeneivable-other approximate fair value
because of their short maturities.
(3) Investment securities
The fair values of investment securities are mesbat the quoted market price on the stock
exchange for the equity instruments.
(4) Guarantee deposits
The fair values of guarantee deposits are detedmimediscounting future cash flows, which
reflect the collectability, using the yield rateg@vernment bonds for the remaining period.

Liabilities
(1) Accounts payable-trade and Accounts payable-tradeof franchised stores, (2) Accounts
payable-other and (3) Deposits received
The carrying values of accounts payable—trade aspbsits received approximate fair value
because of their short maturities.
(4) Long-term loans payable
The current price of long-term loans payable icuated from the current value, derived by
discounting the total amount of principal and iestrby the expected rate of interest if a simikwn
loan is made.
(5) Lease obligations
The fair values of lease obligations are determibgdiiscounting the cash flows related to the
obligations at the Group’s assumed corporate digo@ie.
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(Note 2) Financial instruments whose fair values caot be reliably determined

Category Carrying amount (millions of yen)
Unlisted equity securities 1,312
Investments in subsidiaries and affiliated compan|e 9,784
Other 1,445

Because financial instruments listed above do awehmarket prices and their fair values cannot
be reliably determined, they are not included B) 1avestment securities.”
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(Notes to Income Taxes)
1. Components of deferred tax assets and liabilities
(Millions of yen)

Enterprise taxes payable 1,063
Accrued employees’ bonuses 1,030
Excess of depreciation 14,838
Excess of amortization of software 348
Net defined benefit liability 6,584
Allowance for doubtful accounts 1,011
Impairment loss 3,559
Tax loss carry forwards 13,519
Other 7,577
Subtotal of deferred tax assets 49,533
Less valuation allowances (13,759)
Total deferred tax assets 35,774
Right of trademark (4,223)
Total deferred tax liabilities (4,223)
Deferred tax assets-net 31,551

2. Revision of deferred tax assets due to change oésitory tax rate
On March 31, 2014, a tax reform law was enactedapan by which the Special Income Tax for
Reconstruction was no longer levied from fiscalrgdaeginning on or after April 1, 2014. As a result
the normal effective statutory tax rate used toogeize deferred tax assets and liabilities for the
expected future tax consequences of temporaryréifées decreased from 38% to 35.6% for the fiscal
years beginning on or after March 1, 2015.
The effect of this change is immaterial.

3. Change of corporate tax rates after the consolidatebalance sheet date

On March 31, 2014, a tax reform law was enactedapan which reduced corporate tax rates from
fiscal years beginning on or after April 1, 2014 Aresult, the normal effective statutory tax reged
to recognize deferred tax assets and liabilitiestlie expected future tax consequences of temporary
differences decreased from 35.6% to 33.1% forigtal years beginning on or after March 1, 2016 and
decreased to 32.3% for the fiscal years beginnmgrafter March 1, 2017.

Due to this change in the tax rate, deferred taetas(net of deferred tax liabilities) is expected
decrease by 2,198 million yen and income taxesrsafaes expected to increase by 2,156 million yen.
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(Notes to Retirement Benefits)
1. Outline of the adopted retirement benefit system
For employees’ retirement benefits, the Companysamde consolidated subsidiaries adopt a funded
defined benefit type lump-sum retirement allowaplegn and a defined contribution type pension plan.
The lump-sum retirement allowance plan (unfunded, dome are funded as a result of setting an
employee pension trust) pays a lump sum as amaitebenefit based on salary and length of senfice
the employee.
The lump-sum retirement allowance plan employedsbgne consolidated subsidiaries calculates
liabilities related to retirement benefits andnatient benefit expenses by the simplified method.

2. Defined benefit plan (excluding plans for which thesimplified method is applied)
(1) Adjustment sheet for the beginning of term and enaf term balance of retirement benefits
(Millions of yen)

Retirement benefit liabilities — balance at theibeing of term 17,416
Service cost 1,405
Interest cost 208
Actuarial differences 85
Amount of retirement benefit paid (803)
Other 35
Retirement benefit liabilities — balance at the ehterm 18,347

(2) Adjustment sheet for the beginning of term and enaf term balance of pension assets
(Millions of yen)

Pension assets — balance at the beginning of term ,5885
Actuarial differences 0
Pension assets — balance at the end of term 5,589

(3) Adjustment sheet for end of term balance of the rétement benefit liability and pension
assets, and net defined benefit liability that wereecorded in the consolidated balance sheet
(Millions of yen)

Retirement benefit liability of the funded pensjaan 17,053
Pension assets (5,589)
11,463
Retirement benefit liability of the unfunded pemsjian 1,294
Net amounts of liabilities and assets recordetiénbialance sheet 12,758
Net defined benefit liability 12,758
Net amounts of liabilities and assets recordecherbalance sheet 12,758

(4) Breakdown of retirement benefit expenses
(Millions of yen)

Service cost 1,405
Interest cost 208
Amortization of actuarial differences 114
Amortization of prior service cost 4
Other (8)
Retirement benefit expenses of defined retiremkmsp 1,724

(5) Retirement of defined benefit plans
A breakdown of the items recorded in adjusted bengéx effect before deduction) is as

follows.

(Millions of yen)
Unrecognized of prior service cost 29
Unrecognized of actuarial differences 712
Total 741
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(6) Matters related to pension assets
@ Breakdown of pension assets
The ratio of major categories to total pension gsseas follows:
Cash and deposits 100%
Total 100%
Note: Regarding pension assets, it is the retir¢ilpemefit trust that was set up for the
lump-sum year plan.

@ Method of establishing long-term expected ratestifn
In order to decide the long-term expected ratetfrn of pension assets, the Company has
taken into consideration the current and expedtedadion of pension assets and the current
and expected long-term rate of return from variassets that constitute pension assets.

(7) Matters related to actuarial assumptions
Major actuarial assumptions as of the end of thieeati consolidated accounting period
Discount rate 1.2% (mainly)
Long-term expected rate of return 0%

3. Defined-benefit plan for which the simplified methal is applied
Adjustment sheet for the beginning of term and @énegrm balance of net defined benefit liability
for the plan for which the simplified method is &pg
(Millions of yen)

Net defined benefit liability — balance at the emgng of term 192
Retirement benefit expenses 9

Amount of retirement benefit paid (1)
Net defined benefit liability — balance at the efiderm 200

Adjustment sheet for end of term balance of thieereient benefit liability and pension assets, and
liabilities and assets related to retirement bémdfiat were recorded in the consolidated balaheets
(Millions of yen)

Retirement benefit liability of the unfunded pemspan 200
Net amounts of liabilities and assets recordetiéncbnsolidated balance sheet 200
Net defined benefit liability 200
Net amounts of liabilities and assets recordetiéncbnsolidated balance sheet 200

Retirement benefit expenses
Retirement benefit expenses calculated by the giggmethod: 9 million yen

4. Defined-contribution plan
Required contributions to defined contribution glar certain consolidated subsidiaries were 331

million yen.

(Notes to Per-share Data)
1. Net assets per share 2,561.25 yen
2. Netincome per share 327.08 yen
Note: As described in "Changes in Accountingdfes”, the Company follows the specific
transitional provisions set forth in paragraph 8Aacounting Standard Retirement
Benefits.
As a result, net assets per share for the fis@al gecreased by 5.18 yen.
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(Notes to Business Combinations, etc.)
Business combinations by the acquisition
1. Acquisition of United Entertainment Holdings Co.,Ltd. and United Cinemas Co., Ltd.
(1) Outline of business combination
(D Name of the absorbed business and summary ofsiadss
Name of business: United Entertainment Holdings . and United Cinemas Co., Ltd.
Business summary: Construction of movie theatresnamnagement of the business
@ Main reason for the business combination

1. The absorbed business has been developing itsdsssim the movie industry, which the Company
has been interested in, and is seeing steady rexgrowth in the movie business, which has a
large number of participants and boasts continstatsle growth.

2. Theabsorbed busine$ms a strong connection to the entertainment bssjrwhich the Group
is engaged in, and the Company expects a mutuglase in customers and business
synergies.

@ Date of business combination
August 28, 2014
@ Legal form of business combination
Acquisition of shares
(B Name of company after the business combination
There is no change.
©® Acquire of voting rights
100%
(@ Main reason for the decision to acquire the company
The Company's consolidated subsidiary Lawson HM¥&Eainment United Cinemas
Holdings, Inc. has acquired the stock of UnitedelBminment Holdings, Inc. by cash.

(2) Period in which the acquired company’s results aréncluded in the consolidated financial
statements
From September 1, 2014 to December 31, 2014

(3) Acquisition cost and component
(Millions of yen)

Acquisition price Cash and deposits 12,973
Costs directly required for the acquisition Advigapsts 43
Acquisition cost 13,017

(4) Amount, cause, amortization method and period of gmdwill generated

(O Amount of goodwill generated
9,563 million yen

@ Cause of the generation of goodwill
Mainly excess earning power that is anticipatediftbe low-cost business model in which
stable growth is expected.

@ Method and period of amortization
Straight-line method over 20 years

(5) The amount and major breakdown of assets recedd and liabilities assumed on the date of
the business combination
(Millions of yen

Current assets 3,947
Non-current assets 7,307
Total assets 11,254
Current liabilities 4,764
Non-current liabilities 3,035
Total liabilities 7,800
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2. Acquisition of SEIJO ISHII CO., LTD.
(1) Outline of business combination

(D Name of the absorbed business and summary ofstadss
Name of business: SEIJO ISHII CO., LTD.
Business summary: Food retailing, import, wholesdl®od manufacture and restaurant
operations business

@ Main reason for the business combination
The Company and the acquired company are both edgagetail manufacturing and an
alliance with the acquired company, which has pocbdppeal and sales power that exceed those
of ordinary supermarkets, has the potential to ggae significant synergy.

@ Date of business combination
October 31, 2014 (acquisition date)
September 30, 2014 (deemed acquisition date)

@ Legal form of business combination
Shares acquisition

(® Name of company after the business combination
There is no change.

©® Acquisition of voting rights
100%

(D Main reason for the decision to acquire thecompany
The company acquired the stock of SEIJO ISHII QOD.

(2) Period in which the acquired company'’s results aréncluded in the consolidated financial
statements
From October 1, 2014 to December 31, 2014

(3) Acquisition cost and component
(Millions of yen)

Acquisition price Cash and deposits 36,138
Costs directly required for the acquisition  Advigopsts 131
Acquisition cost 36,269

(4) Amount, cause, amortization method and period of gudwill

(O Amount of goodwill
28,743 million yen

@ Cause of the generation of goodwill
Mainly excess earning power that is anticipatedhftbe business model of a high revenue retail
manufacturing business in which stable growth [zeeked.

(@ Method and period of amortization
Straight-line method over 20 years

(5) Amount and category allocated to intangible assetsther than goodwill, and amortization
period of category

Category Right of trademark
Amount of money 12,000 million yen
Amortization period 20 years

(6) The amount and major components of assets trtapd liabilities assumed on the date of the
business combination
(Millions of yen)

Current assets 14,441
Non-current assets 15,417
Total assets 29,858
Current liabilities 28,218
Non-current liabilities 1,836
Total liabilities 30,055
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Nonconsolidated Balance Sheet

(Millions of yen)

Assets Liabilities
As of Februar As of As of Februar As of
Account item 28,2014 | February Account item 28,2014 | February 28,
(for reference, 28, 2015 (for reference 2015
Current assets 154,456 | 155,079 | Current liabilities 228,549 267,717
Cash and deposits 61,026 50,760 Accounts payable-trade 1,566 1,604
Accounts receivable-due from Accounts payable-trade for
franchised stores 33,273 e franchised stores 83,889 Sl
Merchandise 852 864 Due to franchised stores 1,007 1,111
. Short-term loans payable to
Prepaid expenses 10,278 | 11,036 subsidiaries and associates 23,270 30,880
Short-term loans receivable 7,446 3,481 Lease obligations 15,140 17,912
Accounts receivable—other 35,743 | 38,822 Accounts payable-other 15,232 23,641
Deferred tax assets 3,644 3,843 Income taxes payable 12,093 11,377
Other 2,849 8,476 Accrued expenses 1,800 1,829
Allowance for doubtful accounts (658) (36) Deposits received 70,566 85,304
Non-current assets 435,337 538,731 Provision for bonuses 2,122 2,166
Property and store equipment 225,091| 256,432 Other 1,860 4,742
Buildings 112,115 | 125,784 | Non-current liabilities 120,595 | 182,673
Structures 15,019 | 19,491 Long-term loans payable - 50,000
Furniture, fixtures, and equipment 10,543 | 12,419 Lease obligations 59,755 72,655
Land 8,773 9,587 Provision for retirement benefits 10,090 10,837
Provision for retirement benefitg
Lease assets 75,754 | 84,361 to executive officers 365 309
Construction in progress 2,885 4,788 Long-term guarantee deposited 32,430 29,943
Intangible assets 21,565 | 23,339 Asset retirement obligations 17,476 18,649
Software 13,441 9,027 Other 477 278
Software in progress 1,627 5,026 Total liabilities 349,144 | 450,390
Goodwill 6,027 8,788 Net assets
Other 469 496 | Shareholders’ equity 240,775 | 244,172
Investments and other assets 188,679 | 258,959 | Capital stock 58,506 58,506
Investments securities 2,275 8,205 | Capital surplus 47,741 47,696
Shares of subsidiaries and 26,146 | 61,903  Legal capital surplus 47,696 | 47,696
associates
Investments in capital Qf 11,936 9,377 Other capital surplus 44 —
subsidiaries and associates
Long-term loans receivable 33,725 | 36,477 | Retained earnings 136,084 | 139,241
Long-term loans regglvable from - 22,992 Legal retained earnings 727 727
subsidiaries and affiliates
Long-term prepaid expenses 7,763 9,542 Other retained earnings
Guarantee deposits 85,264 86,513 General reserve 50,000 50,000
Deferred tax assets 21,313 | 23,106 fF;f\tA‘;"a'rr‘gd eamings brought | g5 356 | gg 514
Other 1,218 1,739 | Treasury shares (1,556) (1,272)
Allowance for doubtful accounts (963) (899) Va]uauon and translation (684) (975)
adjustments
Valuation difference on
available-for-sale securities (116) (0]
Revaluation reserve for land (56 (566)
Subscription rights to shares 557 233
Total net assets 240,648 243,420
Total Assets 589,793| 693,811 | Total Liabilities and Net Assets 589,793 693,811

Note: Figures as of February 28, 2014, are includeke table above for comparative purposes only.
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Nonconsolidated Statement of Income

(Millions of yen)

From March 1, 201
Account item Igebru:lr():/ 28’, 2%13:1 b Fr'o:rgbl:/lljzrrchzé, 22%11; e
(for reference) Y <o,

Operating revenue

Income from franchised stores 234,454 253,241

Other operating revenue 31,568 | 266,023 31,600 | 284,841
Net sales

Net sales (32,755)| 32,755 (31,498)| 31,498

Gross operating revenue 298,778 316,340
Cost of sales (23,336)| 23,336 (22,401)| 22,401

Gross profit (9,418) (9,096)

Operating gross profit 275,441 293,938
Selling, general and administrative expenses 213,998 232,972

Operating income 61,443 60,966
Non-operating income

Interest and dividend income 1,114 1,110

Foreign exchange gains 276 1,671

Penalty income 142 618

Other 1,181 2,714 733 4,132
Non-operating expenses

Interest expenses 1,042 1,312

Loss on cancellation of store lease contract 542 1,163

Loss on debt waiver of subsidiaries and affiliates — 576

Other 401 1,986 396 3,449

Ordinary income 62,171 61,649
Extraordinary income

Gain on extinguishment of tie-in shares D5 94

Gain on liquidation of subsidiaries and affiliates — 156

Gain on sales of investments in capital of subsietizand 536 .

associates

Gain on sales of investment securities 403 —

Other 62 1,148 — 250
Extraordinary losses

Loss on retirement of non-current assets 2,494 2,508

Impairment loss 5,212 5,831

;;)Zsa?rﬂi;?elzatlon of investments in capital of sdilbsies 52 4.384

Loss on debt waiver of subsidiaries and associates 2,400 —

Loss on valuation of bonds of subsidiaries and @as® 203 =

Provision of allowance for doubtful accounts fobsidiaries 600 .

and associates

Other 548 11,511 1,200 13,924

Income before income taxes 51,807 47,975

Income taxes — current 23,553 21,840

Income taxes — deferred (5,370)| 18,182 (65) 21,775

Net income 33,625 26,200

Note: Figures from March 1, 2013 to February 28 £0are included in the table above for comparative
purposes only.
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Nonconsolidated Statement of Changes in Equity
(From March 1, 2014 to February 28, 2015)

(TRANSLATION ONLY)

(Millions of yen)

Balance at the beginning of cument gg o | 47 696 44 | 47741 727 | 50,000 85536| 136,084| (1,556) 240,775
period (as of March 1, 201
Changes of items during period
Dividends of surplus (22,979)| (22,979) (22,979)
Net income 26,200 26,200 26,200
Purchase of treasury shares (289) (289)
Disposal of treasury shares 0 0 0 0
Reversal of revaluation reserve for 1
land @) 1) @)
Exercise of subscription rights 1o
sharesdelivery of treasury share (44) (44) (63) (63) 573 465
Net changes of items other than
shareholders’ equi
Total changes of items during period — — (44) (44) — — 3,157 3,157 284 3,397
Balance at end of current period 58,506 47,696 — 47,696 727 50,000 88,514 139,241 (1,272)| 244,172
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(Millions of yen)

Balance at the beginning of current

period (as of March 1, 2014) (116) (567) (684) 557 240,648

Changes of items during period
Dividends of surplus (22,979)
Net income 26,200
Purchase of treasury shares (289)
Disposal of treasury shares 0
Reversal of revaluation reserve for land Q)
Exercise of subscription rights to 465
shares (delivery of treasury shares)
Net changes of items other than (292) 1 (290) (334) (625)
shareholders’ equity

Total changes of items during period (292) 1 (290) (334) 2,772

Balance at end of current period (408) (566) (975) 223 243,420
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(Notes to the Nonconsolidated Financial Statement)
(Significant Accounting Policies)

1. Valuation of securities
Marketable securities and investments in securities

Held-to-maturity debt securities: Carried at amortized cost (straight-line method)

Available-for-sale securities:

Securities whose market value is readily determindeé:
Recorded at market value with net unrealized gantslosses as a separate component of net
assets. The cost of securities sold is determiasddon the movil-average metha

Other:
Stated at cost determined by the moving-averageadet

Investments in subsidiaries and affiliated compan&
Stated at cost determined by the moving-averageadet

2. Valuation of merchandise inventories:

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

3. Depreciation

Property and store equipment (except for lease ags§
Depreciation is mainly computed using the declifdiatance method at rates based on estimated
useful lives of the assets. The ranges of usefeslare from 10 to 34 years for buildings and
from 5 to 8 years for furniture, fixtures and ecugnt

Intangible assets (except for lease assets):
Amortization of intangible assets is computed gy straight-line method. Costs of software for
internal use are amortized by the straight-linehogtover 5 years, which is the estimated useful
life.

Lease assets:
In terms of the depreciation method for leasediasstated to finance leases that do not transfer
ownership of leased property, the Company apgliestraight-line method using the lease term
as the useful life and a residual value of 0 yen.
Finance leases without ownership transfer of thedd property to the lessee and for which the
lease inception webefore February 28, 2009, are accounted for as operaaggltransactiol

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

4. Accounting policies for important reserves
Allowance for Doubtful Accounts:
Allowance for doubtful accounts is provided at #mount of possible losses from uncollectible
receivables based on the actual rate of losses Ilfiaindebt for ordinary receivables and on
estimated recoverability for specific doubtful reebles
Provision for Bonuses:
Accrued employees’ bonuses are provided for paynehemployees’ bonuses based on the
estimated amoun
Provision for Retirement Benefits:
Provision for retirement benefits is provided a #imount calculated based on the retirement
benefit liability and pension assets at the balaheet date.
+ Period attributable method for estimated amoumnétriement benefits
In calculating retirement benefit liability, in @d to attribute the estimated amount of
retirement benefits in the period up to the endhef current fiscal year, it is based on the
straight-line attribution basis.
=Cost treatment method of actuarial difference arut pervices cost
Prior service cost is mainly amortized, starting fiscal year incurred, on a strai-line basis
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over a certain period (10 years) within an averageaining service period of employees.
Actuarial differences are mainly amortized from théowing fiscal year on a straight-line
basis over a certain period (10 years) within aerage remaining service period of employees
at the time of their owrrence
Provision for Retirement Benefits to Executive Offters and Audit & Supervisory Board
Members:
Provision for retirement benefits to executive adfs of the Company and audit & supervisory
board members of consolidated subsidiaries is decoas a liability at 100% of the amount that
would be required if all audit & supervisory boargembers, executive officers, and directors
terminated their services with the Company at tresclidated balance sheet c

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

6. Changes in accounting method
(Change of accounting policy which is not easilyistinguished from change of accounting estimation)
Depreciation method of property and store equipment

The Company and domestic consolidated subsidiatienged the depreciation method for property and
store equipment (excluding lease assets) fromehknihg-balance method to the straight-line metivbich
had been adopted primarily, from the current figealr.

The Group, under the policy of placing emphasisxisting stores, reviewed the depreciation mettidgid o
property and store equipment upon the adoptionsifesiegy to reinforce the competitiveness of xisting
stores, which includes the utilization of membarstard data and the restructuring of the Groupa Assult,
the depreciation method was changed to the striighinethod from the current fiscal year becausewen
distribution of depreciation is considered to beemappropriate going forward since it is anticipatteat the
number of visiting customers, which is proportienad equipment utilization (the main factor behind
economic depreciation), will be maintained as skasets age.

Due to this change, operating income, recurrinditprand income before income taxes and minority
interests for the current fiscal year increasef,494 million yen compared to the previous method.
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(Changes in Method of Presentation)

1.

In the “Current liabilities™ section, “Provision rfqpoint card certificates” was separately listecthin
nonconsolidated balance sheet before. Due to adealfinancial materiality, “Provision for poieard
certificates” (¥90 million for the current fiscatgr) is included in “Other” for the current fisgalar.

In the “Non-operating income” section, “Compengatimcome” was separately listed in the
nonconsolidated statement of income before. Dug diecline in financial materiality, “Compensation
income” (¥351 million for the current fiscal ye@)included in “Other” for the current fiscal year.

In the “Non-operating income” section, “Penaltyante” (¥142 million for the previous fiscal year) sva
included in “Other” in the nonconsolidated statetra@nincome before. Due to an increase in financial
materiality, “Penalty income” (¥618 million for theurrent fiscal year) is separately presentedHer t
current fiscal year.

In the “Extraordinary income” section, “Gain on iaguishment of tie-in shares” (¥95 million for the
previous fiscal year) was included in “Other” ire thonconsolidated statement of income before. Bue t
an increase in financial materiality, “Gain on egtiishment of tie-in shares” (¥94 million for thament
fiscal year) is separately presented for the ctifigral year.

In the “Extraordinary loss” section, “Loss on vdloa of stocks of subsidiaries and affiliates” was
separately listed in the nonconsolidated stateroérincome before. Due to a decline in financial
materiality, “Loss on valuation of stocks of sulisigts and affiliates” (¥338 million for the curtdiscal
year) is included in “Other” for the current fisgaar.

In the “Extraordinary loss” section, “Loss on vdlaa of investments in capital of subsidiaries and
affiliates” (¥52 million for the previous fiscal g9 was included in “Other” in the nonconsolidated
statement of income before. Due to an increaseamdial materiality, “Loss on valuation of invesnts

in capital of subsidiaries and affiliates” (¥4,38lion for the current fiscal year) is separatphgsented
for the current fiscal year.
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(Notes to the Nonconsolidated Balance Sheet)
1. Accumulated depreciation of property and store guipment: 247,172 million yen

2. Due from/to subsidiaries and affiliated companies

Short-term receivables due from subsidiaries afilthefd companies 12,349 million yen
Long-term receivables due from subsidiaries aritisédid companies 233 million yen
Short-term payables due to subsidiaries and &ffili@ompanies 6,397 million yen
Long-term payables due to subsidiaries and a#liatompanies 241 million yen

3. Guarantee obligations
We guarantee the deposit liabilities of the follogvsubsidiary.

Lawson HMV Entertainment, Inc. 1,075 million yen

4. Revaluation of land used for business

Land used for business was revalued on the basssrived by the Law Concerning Revaluation of Liraav

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

revaluation difference.

Revaluation method: The value of land is determibaded on the notified prices adjusted reasonably a
stipulated in Article 2, Item 4 of the Ordinanceplementing the Law Concerning
Revaluation of Land (Government Ordinance No. 1¥@arch 31, 1998) and the
assessed value as stipulated in Article 2, IteritBeosame Ordinance.

Date of revaluation: February 28, 2002

The difference between book value and market vafltiee revalued land as of the balance sheet dade3d4

million yen.
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(Notes to the Nonconsolidated Statement of Income)
1. Transactions with subsidiaries and affiliated conpanies
Operating transactions
(Millions of yen)

Operating revenues 11,353
Goods purchased 2,301
Selling, general and administrative expenses 20,809
Transactions other than operating transactions 410

2. Long-lived assets
The Company identified each store as the smabllestt-generating unit.
The Company recognized an impairment loss on thewing assets that declined in value mainly due to
continuous operating losses. The carrying amouhtthase assets were written down to the recoverable
amount and were recorded as extraordinary losses.

Category by use Location Assets Millions of yen
Tokyo _ Bui_ldings and §tructures 1,296
Furniture, fixtures, equipment, and others
Stores Osaka . Bui.ldings and s.tructures 270
Furniture, fixtures, equipment, and others
Other _ Bui_ldings and s_tructures 3,718
Furniture, fixtures, equipment, and others
oth - Land 29
ther - Software 15
Total - - 5,831
Category by fixed assets
(Millions of yen)
Buildings 3,316
Structures 128
Furniture, fixtures, and equipment 319
Land 29
Lease assets 1,998
Software 15
Other 24

The recoverable value of the impaired assets @ileded based on net selling price or value in Ne¢.selling
price of land was calculated based on the valueaggga by a real estate appraiser or expectedacbmrice,
and the value in use was calculated by discoumstighated future cash flows to which a discourd céit4.8%
was applied.

(Notes to the Nonconsolidated Statement of ChangiesEquity)

Number of treasury shares
Common stock 301,084 shares
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(Notes to Accounting for Income Taxes)
1. Components of deferred tax assets and liabilities
(Millions of yen)

Enterprise taxes payable 873
Accrued employees’ bonuses 771
Loss on write-down of investments in affiliated quanies 2,716
Excess of depreciation 12,933
Excess of amortization of software 320
Provision for retirement benefits 5,854
Allowance for doubtful accounts 267
Impairment loss 3,548
Other 3,387
Subtotal of deferred tax assets 30,764
Less valuation allowances (3,724)
Total deferred tax assets 26,950
Deferred tax assets-net 26,950

2. Revision of deferred tax assets due to change oattory tax rate
On March 31, 2014, a tax reform law was enactedlapan by which the Special Income Tax for
Reconstruction was no longer levied from fiscalrgdaeginning on or after April 1, 2014. As a restlie
normal effective statutory tax rate used to recmgdieferred tax assets and liabilities for the etgquefuture tax
consequences of temporary differences decreased38d% to 35.6% for the fiscal years beginningpafter
March 1, 2015.
The effect of this change is immaterial.

3. Change of tax rate corporate tax rates after the dance sheet date

On March 31, 2014, a tax reform law was enactedapan which reduced corporate tax rates from fiscal
years beginning on or after April 1, 2014. As aulieshe normal effective statutory tax rate usedeicognize
deferred tax assets and liabilities for the exmkétéure tax consequences of temporary differedeseseased
from 35.6% to 33.1% for the fiscal years beginrmamgor after March 1, 2016 and decreased to 32.3%hé&
fiscal years beginning on or after March 1, 2017.

Due to this change in the tax rate, deferred tartagamount after deducting the deferred taxlitieb) is
expected to decrease by 2,063 million yen and iectares-deferred is expected to increase by 2,04i8m
yen.
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(Notes to Leases)
Finance leases without ownership transfer of thedd property to the lessee and for which the ieaeption was
before February 28, 2009:

1. Pro forma information related to acquisition cost,accumulated depreciation, and net leased property
(Millions of yen)

Acquisition | Accumulated| Accumulated | Netleased
cost depreciation | impairment loss | property
Furniture, fixtures, and equipment 7,757 7,185 428 144

2. Obligations under finance leases
(Millions of yen)

Due within one year 609

Due after one year 1
Total 611

Allowance for impairment loss on leased property 324

3. Lease payments, transfer from allowance for impairrent loss on leased property, depreciation expense,

interest expense, and impairment loss
(Millions of yen)

Lease payments 1,823
Transfer from allowance for impairment loss on éebgroperty 140
Depreciation expense 1,685
Interest expense 38
Impairment loss 8

4. Computation method of depreciation expense
Depreciation expense which is not reflected in dbeompanying nonconsolidated statement of income is
computed by the straight-line method, assumindetage period as the useful life and no residualeval

5. Computation method of interest expense

The difference between the total lease contractuatrand the acquisition cost is assumed to bentireeist,
and interest expense is computed by the interetioche
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(Notes to Related-Party Transactions)
Subsidiaries and affiliates

(TRANSLATION ONLY)

. Relationship ~ | Transaction Ending
. . Equity ; Description
_ Business line . . Director’s amount _ balance
Attribute | Company nam .| ownershig Business of - Account item -
or profession . | posts held | (millions of (millions
percentagf Relationship transaction
concurrently yen) of yen)
Repaymen
18,000
) ] of funds
Domestic Direct )
. . Borrowing Short-term
SClI Inc. Convenience| holding SCM No 21,300 3,800
. of funds loans payable
store business 100.0% ]
Borrowing o
interest
Repaymen
) ] pay 1,500
Financial Direct Placement of of funds
irec
Lawson ATM services- . ATMs in the Borrowing Short-term
holding No 3,900 16,20(
Networks, Inc. related 26.5% LAWSON of funds loans payable
. 0
business stores Borrowing 7
Subsidiary interest
Repaymen
) Sale of 13,700
Entertainment ) . of funds
Lawson HMV Direct | tickets and )
) Home ) Borrowing Short-term
Entertainment, ) holding | software for Yes 15,500 9,500
convenience . of funds loans payable
Inc. ] 100% | music and )
business . Borrowing
video . 6
interest
. Long-term
. Loaning of
. . Direct ) 19,000 loans 19,00(
SEIJO ISHII Seijo Ishii . Operation of funds .
. holding No receivable
CO., LTD. business supermarkets )
100% Loaning 38 Accrued 9
interest interest

Transaction conditions and the policies for deteimgj those conditions:
1. The Company manages the funds of some subsidiegiesally and there are lending and borrowing

transactions between the Company and its subgigiari
2. The interest rates for loans and borrowings arerchéed rationally taking into account market iagtmrates.
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Subsidiaries of an affiliated company of the Conypan
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. Relationship . Transactior Ending
. . Equity - Description
_ Company | Business line _ . Director’s amount Account | balance
Attribute . | ownership| Business of - _ -
name | or professior . . |posts held . (millions of item (millions
percentage relationship transactions
concurrently Yen) of yen)
Purchases Accounts
o for the payable- 867
Subsidiaries
] Reverse- company- trade
of an
- Mitsubishi Sales of |Holds 0.3% operated
affiliated ) ) 11,221 | Accounts
Shokuhin| processed| ownership| Vendor Yes stores
company of . (571,046) | payable-
Co., Ltd. foods in the (purchases
the trade for | 44,868
company for the )
Company . franchised
franchised
stores
stores)

Transaction conditions and the principles on tresitan thereof:

The terms and conditions for purchase transact@wasdetermined to be same as those for other genera

business transactions. Except for purchases madeefdranchised stores, the Company acts as ematilve
payer, not as a direct party for the purchase.

(Notes to Per-Share Data)
1. Net assets per share
2. Net income per share

2,432.00 yen
262.18 yen

The above figures and the number of shares in thelsace sheets, statements of income and related are
rounded down to the nearest unit and the ratiosareded to the nearest whole number.
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INDEPENDENT AUDITOR'S REPORT
April 6, 2015

To the Board of Directors of
Lawson, Inc.:

Deloitte Touche Tohmatsu LLC

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

Shigeo Kawashima

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

Junichi Fujii

Pursuant to théourth paragraph of Article 444 of the Companiet A& have audited the consolidated financial
statements, namely, the consolidated balance ab@ét~ebruary 28, 2015 of Lawson, Inc. (the "Camgpjeand

its consolidated subsidiaries, and the relatedatiolaged statements of income and changes in setsks the
fiscal year from March 1, 2014 to February 28, 2@t6&lthe related notes.

Management's Responsibility for the Consolidated Fiancial Statements

Management is responsible for the preparation ainghfesentation of these consolidated financiéstents in
accordance with accounting principles generallgptad in Japan, and for such internal control asagement
determines is necessary to enable the prepardt@mmmsolidated financial statements that are fres fmaterial
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion onéhemnsolidated financial statements based on alit; &ve
conducted our audit in accordance with auditingdaieds generally accepted in Japan. Those standayaise
that we plan and perform the audit to obtain reaklenassurance about whether the consolidateccfailan
statements are free from material misstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosuriéin
consolidated financial statements. The procedalested depend on the auditor's judgment, incluttiag
assessment of the risks of material misstatemeahtafonsolidated financial statements, whethertalfraud or
error. In making those risk assessments, the awatitssiders internal control relevant to the elstipyeparation
and fair presentation of the consolidated finarstiaiements in order to design audit proceduréstba
appropriate in the circumstances, but not for timpgse of expressing an opinion on the effectivenéthe
entity's internal control. An audit also includesleating the appropriateness of accounting paligged and the
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reasonableness of accounting estimates made bygerarat, as well as evaluating the overall predentaf the
consolidated financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit
opinion.

Audit Opinion

In our opinion, the consolidated financial statetaeeaferred to above present fairly, in all mategapects, the
financial position of Lawson, Inc. and its consatied subsidiaries as of February 28, 2015, ancbthéts of their
operations for the year then ended in accordantteascounting principles generally accepted in dapa
Emphasis of Matter

As discussed in “Change in accounting policy thatat easily distinguished from change of accogntin
estimation”, the Company changed its depreciatiethod for property and store equipment (excludiagé
assets) from the declining-balance method to tgkt-line method. Our opinion is not qualifiedr@spect of this
matter.

Interest

Our firm and the engagement partners do not hayénterest in the Company for which disclosuregguired
under the provisions of the Certified Public Acctaunts Act.

The above represents a translation, for convenienigeof the original report issued in the Japariaaguage.
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INDEPENDENT AUDITOR'S REPORT
April 6, 2015

To the Board of Directors of
Lawson, Inc.:

Deloitte Touche Tohmatsu LLC

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

Shigeo Kawashima

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

Junichi Fujii

Pursuant to the first item, second paragraph a€lar36 of the Companies Act, we have auditedittzancial
statements, namely, the balance sheet as of Fgl2822015 of Lawson, Inc. (the "Company"), andrélated
statements of income and changes in net assetefddth fiscal year from March 1, 2014 to Febri28y2015,
andthe related notes and the accompanying supplensafitadiules.

Management's Responsibility for the Financial Stateents

Management is responsible for the preparation ainghfesentation of these financial statementstaad
accompanying supplemental schedules in accordaitit@ecounting principles generally accepted iragapnd
for such internal control as management deternidnescessary to enable the preparation of finastagments
and the accompanying supplemental schedules th&tearfrom material misstatement, whether duestadfor
error.

Auditor's Responsibility

Our responsibility is to express an opinion onéhfagancial statements and the accompanying sujgplitin
schedules based on our audit. We conducted ouriawticordance with auditing standards generaligpted in
Japan. Those standards require that we plan afairpehe audit to obtain reasonable assurance atdmther the
financial statements and the accompanying suppleirssrhedules are free from material misstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosuréein
financial statements and the accompanying suppletsrhedules. The procedures selected depene on th
auditor's judgment, including the assessment ofitke of material misstatement of the financiatesnents and
the accompanying supplemental schedules, whetlegiodtaud or error. In making those risk assestsnére
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auditor considers internal control relevant toehgty's preparation and fair presentation of tharfcial
statements and the accompanying supplemental dekedwrder to design audit procedures that goeoppiate

in the circumstances, but not for the purpose pfassing an opinion on the effectiveness of thigyeninternal
control. An audit also includes evaluating the appgateness of accounting policies used and tteonedleness of
accounting estimates made by management, as walbhsating the overall presentation of the finahci
statements and the accompanying supplemental dekedu

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisdur audit
opinion.

Audit Opinion

In our opinion, the financial statements and tr@apanying supplemental schedules referred to ghesent
fairly, in all material respects, the financial o of Lawson, Inc. as of February 28, 2015, dreresults of its
operations for the year then ended in accordantteaecounting principles generally accepted in dapa

Emphasis of Matter

As discussed in “Change in accounting policy thaiat easily distinguished from change of accogntin
estimation”, the Company changed its depreciatiethod for property and store equipment (excludiagé
assets) from the declining-balance method to thgkt-line method. Our opinion is not qualifiedr@spect of this
matter.

Interest

Our firm and the engagement partners do not hayeterest in the Company for which disclosureeiguired
under the provisions of the Certified Public Acctaunts Act.

The above represents a translation, for convenienigeof the original report issued in the Japariasaguage and
"the accompanying supplemental schedules" refaodd this report are not included in the attackirdncial
documents.
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<Copy of the Audit Report of the Board of Corporatelitors>

AUDIT REPORT
Regarding the execution of duties by the Dinector the 40th business term from March 1, 2014 to
February 28,2015, we have prepared this Audit Reftwough due deliberations based on the auditrtep
prepared by each Corporate Auditor, and herebyrrepdollows:

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

We have established audit policies, audit progrand other guidelines for the current term, adived
the reports from each Corporate Auditor regardirrtexecution of audits and results thereof, alt age
reports from the Directors, other relevant pershrare the Accounting Auditor regarding the exemutdf
their duties, and asked for explanations as negessa

Each Corporate Auditor, pursuant to the audsitagndards of Corporate Auditors established byBtreerd
of Corporate Auditors, has followed the audit pebcand audit programs for the current term, comeaited
with the Directors, officers, internal audit depaent and other relevant employees, endeavoredlliggico
information and develop the audit environment,ralgel the Board of Directors meetings, the managemen
meetings, Compliance & Risk management meetingstrial Control over Financial Reporting committee
meetings and the like, and other important meetirggeived reports from the Directors, officergeinal
audit department and other relevant employeesdegpthe execution of their duties, asked for exalens
whenever necessary, reviewed important authorizedirdents and the like, and investigated the staftus
operations and assets at the head office, brarmhesither principal offices and stores.

In addition, pursuant to the audit items and aom#ithods regarding internal control system estaduidly
the Board of the Corporate Auditors, we have moeit@nd verified the resolution of the Board ofdotors,
described in business report, regarding the orgaaoizof the system as prescribed by item (vi)a&graph
4, Article 362 of the Companies Act and paragrapnd paragraph 3, Article 100 of the Ordinance for
Enforcement of the Companies Act and the statikeotievelopment and operation of the system based o
such resolution (Internal Control System), as #fstesn necessary to ensure that the execution afuties
by the Directors complies with laws and regulatiamsl the Articles of Incorporation and other system
necessary to ensure the properness of operaticasStidick Company. In connection with internal oaint
over financial reporting, we received reports frima Directors and other relevant personnel, andibe|
Touche Tohmatsu LLC regarding the status of eviauand audit of such internal control respectivalyd
asked for explanations whenever necessary. Witheogsto subsidiaries, we have communicated and
exchanged information with the Directors, Corporatelitors and other relevant personnel of subselar
requested the subsidiaries to report on their lbasirwhere necessary, and investigated their stditus
operations and assets. Based on the above metheddiave examined the business report and
supplementary schedules thereof for this busiress t

Furthermore, we have monitored and verified whrethecounting Auditor maintained its independent
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position and implemented appropriate audit, andegeived reports from Accounting Auditor regardihg
status of the execution of its duties and, wheneeeessary, asked for explanations. In additi@have
received the notice from the Accounting Auditortth@ystem for ensuring that the duties are perfarme
properly” (matters set forth in each item of Amidi31 of the Company Accounting Regulations) isuoized

in accordance with the “Quality Control Standarois Audits” (Business Accounting Council, October, 28
2005) and the like, and, when necessary, askedxjganations. Based on the above methods, we have
examined the “consolidated financial statementsiqolidated balance sheet, consolidated statement of
income, consolidated statements of changes in sbdabdr's equity, and notes to consolidated findncia
statements)” and “non-consolidated financial statesn (balance sheet, statement of income,
non-consolidated statements of changes in stookhsl@quity, and notes to non-consolidated findncia
statements) and supplementary schedules theredfiigoterm.

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

1. We have found that business report andupplementary schedules thereof fairly present tikeis
of the Company, in conformity with the applicablewt and regulations and the Articles of
Incorporation.

2. Regarding the execution of duties by the@aors, we have found no misconduct or materiatemnat
that violates applicable laws and regulations erAtticles of Incorporation.

3. We have found that the content of the reémoluof the Board of Directors regarding the Ingdrn
Control System is adequate. In addition, we hauadao matters on which to give remarks in regard
to the relevant description in the business regodt execution of duties by the Directors concerning
Internal Control System.

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

April 08, 2015
The Board of Corporate Auditors of Lawson, Inc.
Standing Corporate Auditor Atsuhiko Seki
Standing Corporate Auditor Shinichi Hokari
(Outside Corporate Auditor)

Corporate Auditor Tetsuo Ozawa
(Outside Corporate Auditor)
Corporate Auditor Eiko Tsujiyama

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

Proposals and References
Proposal No. 1: Appropriation of Surplus

The Company regards the ROE (consolidated returaquity) as a significant management indicator hasl been
conducting business activities with the aim of aghig an ROE of 20% from a medium-term perspectivaddition,
one of our key measures for shareholder returnsbkas the continuous and steady payment of divislevidle

securing internal reserves necessary for futurénbss development during the course of sustaingtadeth of the
Lawson Group. Based on this policy, we have beereasing dividends on a continuous basis sincénttial listing

of the Company in July 2000.

We intend to increase year-end dividends for theeod fiscal term by ¥10 per share, from ¥110 pers in the
previous term to ¥120 per share. Accordingly, fd&r dividends including interim dividends of ¥1@€ share will be
¥240 per share, an increase of ¥20 per share fremrevious fiscal term.

We intend to continue to place emphasis on theiligion of profit to shareholders into the future.

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

Year-end dividends:
(1) The assignment of the dividend property to shalders and total amount thereof:
¥120 per share of the Company’s common stock tbeh of ¥11,999,869,920

(2) Effective date of the dividends from surplus:
Wednesday, May 27, 2015
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[Reference: Changes in Dividends and Consolidaig@iénd Payment Ratio]

1 Year-end dividend per share (Yen) o
240 [ | E==3 interim dividend per share (Yen) 4 150.0
. - o (b
230 } —®— Consolidated dividend payment ratio (}6) Q
= 200 1263 .z
:>I-)_/ B 4 120.0 5
o 180 120 =
) . 110 (Plan) o
® a3 100 e <
5 140 | 85 = 4 90,0 =
o = al @D
2 120 66.8 722 7— a
% N : "'-l-—-.‘"‘--\_ / g
E l|“|fl| = f ?3-4 &0.0 §
al Plan) | 7" ®
] 60.2 (
BO I 57.9 =]
60 | » 120 =
100 1anr —
4;"] i 80 ‘85 8? ;]I,_|.U \E\O/
20 +
i 1 1 ] ~ r_l_”
35thTern 36thTern 37thTern  38th Term  39th Term  4Cth Tern
(Year ended  (Year ended (Year ended (Year ended  (Year ended (Year ended
Feb. 2010) Feb. 2011) Feb. 2012 Feb. 2013) Feb. 2014 Feb. 2015)
35th Term | 36th Term | 37th Term | 38th Term | 39th Term | *Oth Term
(Current Period
Interim dividend ¥80 ¥85 ¥87 ¥100 ¥110 ¥120
per share
Year-end dividend ¥80 ¥g5 ¥93 ¥100 ¥110 (Plan) ¥120
per share
Annual dividend ¥160 ¥170 ¥180 ¥200 ¥220 (Plan) ¥240
per share
Consolidated net ¥126.67  ¥254.61 ¥249.17  ¥332.20  ¥380.04 ¥327.08
income per share
Consolidated
dividend payment 126.3% 66.8% 72.2% 60.2% 57.9% (Plan) 73.4%
ratio
ROE 6.5% 12.8% 12.0% 15.2% 16.1% 13.0%
(Notes)

1. In the 37th term, ROE (consolidated return ouitgy declined compared to the previous period assalt of

an extraordinary loss of ¥11,753 million, whichlimted loss due to the Great East Japan Earthquak®ss

on adjustment for changes in accounting standasdsagset retirement obligations. ROE excluding ghes

extraordinary factors is 15.1%.

The amounts of the 35th term is the retroacdtivadjusted amounts reflecting the loss on the ppieniod

adjustment of ¥1, 936 million recognized in ther3tetrm.

3. Consolidated dividend payment ratio is calculdiased on annual dividend per share divided bgalmiated
net income per share.

2.
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Proposal No. 2: Partial Amendment to the Articles bIincorporation
1. Reasons for amendment
The Company proposes that the Articles of Incorfionebe partially amended as follows.

1)

)

Based on the Lawson Group’s corporate phgbgoof “Creating Happiness and Harmony in Our
Communities,” the Company primarily focuses on thesiness of the franchise headquarters of
convenience stores.

The Group also provides a wide range of productd sarvices related to entertainment under the
slogan of “360-degree Entertainment Services” maitthrough our subsidiary, Lawson HMV
Entertainment, Inc., and last year acquired altehaf United Cinemas Co., Ltd., an operator of imov
theaters in Japan. In order to seek clarificationtloe Group’s business purposes, we propose that
“Business related to movies” be added to Articl¢P2irpose of Incorporation), item 4 of the current
Articles of Incorporation.

In addition, we have been working hard a home dejibusiness that enables customers to enjoy the
benefits of a convenience store from the comforthefr home, and propose adding “Consigned freight
forwarding business” to Article 2 (Purpose of Inmoration), item 11 of the current Articles of
Incorporation, so as to establish an efficient rifistion network by becoming a consigned freight
forwarding operator.

The Company’s Articles of Incorporation has Aeticle 24 (Contracts for Limitation of Liabilityvith
Outside Directors) and Article 32 (Contracts fomitiation of Liability with Outside Corporate Audit)

so as to facilitate outside directors and outsimiparate auditors to adequately fulfill their exjgetroles.
Following the recent expansion in the range ofaaes and corporate auditors with whom a contract f
limitation of liability can be entered into by tiet for Partial Revision of the Companies Act (A. 90

of 2014), the Company proposes to amend the pomdsof Article 24 and Article 32 of the current
Articles of Incorporation. Prior consent of all porate auditors has been obtained for submittirg th
amendment to Article 24 of the current Articledrdorporation to this general meeting of sharehwlde
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2. Particulars of amendments

Particulars of proposed amendments are descr

(TRANSLATION ONLY)

ided.be
(Suggested amendments are underlined in the

Current Provision of the Articles of Incorporation

Proposed Amendments

Article 2: Purpose of Incorporation
The Company shall be organized for the purpose of
operating the following businesses:

1. 1.
~  (Omitted) ~ (No change)
3. 3.
4. Business related to entertainment including 4. Business related to entertainment including
music, theaters and other events music,_movies, theaters and other events
5.
5. ~ (No change)
~ (Omitted) 10.
10.
11. Transportation business, consigned freight
11. Transportation business and warehousing forwarding business and warehousing
business business
12. 12.
~ (Omitted) ~ (No change)
23. 23.

Article 24: Contracts for Limitation of Liability ith
Outside Directors

In accordance with the provisions of Article 427,
paragraph 1 of the Companies Act, the Company me
enter into agreements with Outside Directors under
which their liabilities for damage provided forAnticle
423, paragraph 1 of the said Act shall be resttitbe
the sum of the amount stipulated in laws and
regulations.

Article 32: Contracts for Limitation of Liability ith
Outside Corporate Auditors

In accordance with the provisions of Article 427,
paragraph 1 of the Companies Act, the Company me
enter into agreements with Outside Corporate Auslitc
under which their liabilities for damage providexa in
Article 423, paragraph 1 of the said Act shall be
restricted to the sum of the amount stipulatedwsl
and regulations.

Article 2: Purpose of Incorporation
The Company shall be organized for the purpose of
operating the following businesses:

Article 24: Contracts for Limitation of Liability ith
Directors
In accordance with the provisions of Article 427,

enter into agreements with Directors (excludingspas
who are executive directors, etc.) under whichrthei
liabilities for damage provided for in Article 423,
paragraph 1 of the said Act shall be restrictethéosum
of the amount stipulated in laws and regulations.

Article 32: Contracts for Limitation of Liability ith
Corporate Auditors

In accordance with the provisions of Article 427,
\paragraph 1 of the Companies Act, the Company ma
enter into agreements with Corporate Auditors unde
which their liabilities for damage provided forAnticle
423, paragraph 1 of the said Act shall be resttitbe
the sum of the amount stipulated in laws and
regulations.

yparagraph 1 of the Companies Act, the Company may

Ly
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Proposal No. 3: Election of Two (2) Corporate Audibrs

The term of office of Mr. Tetsuo Ozawa and Ms. Eilsujiyama, both Corporate Auditors, expires at the
conclusion of this 40th Ordinary General Meetingsbireholders. Accordingly, we propose that yoatdigo (2)
Corporate Auditors.

The Board of Corporate Auditors has given priorsaam for this proposal.

The nominees for corporate auditors are as follows.

Number of the|

No. Name_ Brief Personal History, Position and Important Qament Positions Company’s
(Date of birth) Shares Held
[Candidate for April 1973 Registered as a practicing attorneynddiTokyo

Outside Corporate Fuji Law Office. (to date)
Auditor] May 2003 Outside Corporate Auditor for Lawson, Inc.
(current position)
June 2007 Outside Corporate Auditor for Cemeding Co
Ltd. (current position)
June 2014 Outside Corporate Auditor for Sekisuir@ibal
Co., Ltd. (current position) 400
Tetsuo Ozawa
(June 28, 1947)
1 [Reasons for nomination as Outside Corporate Audital reasons behind our judgment that the person

would be able to perform the obligations of an @&<orporate Auditor appropriately]

Mr. Tetsuo Ozawa has been nominated as a candatautside Corporate Auditor of the Company, a

he possesses abundant experience mainly in the@fceaporate legal affairs ranging from legislatio
risk management from a legal point of view and Hreenging knowledge as a lawyer, and also currently
provides appropriate supervision to business ei@tbl the Company’s directors. The Company expec
Mr. Ozawa to continue to adequately fulfill hise@s an outside corporate auditor for the reasfasred
to above.

Mr. Ozawa has been registered as an IndependesttBifAuditor with the Tokyo Stock Exchange
pursuant to the rules specified by the exchange.

(TRANSLATION ONLY)

4

(s

[Term of Outside Corporate Auditor for Lawson, Inc.
Mr. Ozawa has served as an outside corporate additthe Company since May 2003, and will have
held this position for 12 years at the conclusibths general meeting of shareholders.

[Particular conflicts of interest between the Caadi and Lawson, Inc.]
There are no particular conflicts of interest betwéhe Candidate and Lawson, Inc.

[Attendance at Board of Directors’ Meetings and fi2wate Auditors’ Meetings]
Out of a total of 13 Board of Directors’ Meetingdr. Ozawa attended 12. (Attendance rate: 92.3%)

Out of a total of 16 Corporate Auditors’ Meetinl,, Ozawa attended 16. (Attendance rate: 100%)
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Number of the
Company’s
Shares Held

Name Brief Personal History, Position and Important Qament

No. (Date of birth) Positions

[Candidate for April 1974 Registered as a Certified Public Accauntt

Outside Corporate | August 1980 Assistant Professor, College of Huns)it
Auditor] Ibaraki University
April 1985 Assistant Professor, Faculty of Econanic
Musashi University
April 1991 Professor, Faculty of Economics, Musashi
University
April 2003 Professor, School of Commerce and The
Graduate School of Commerce, Waseda
University (current position)
Eiko Tsujiyama | June 2008 Outside Corporate Auditor for Mitsubishi
(December 11, Corporation (current position)
1947) June 2010 Outside Corporate Auditor for ORIX

Corporation (current position)
May 2011 Outside Corporate Auditor for Lawson, Inc.
(current position)
June 2011 Outside Corporate Auditor for NTT DOCOMO,
INC. (current position)
2 June 2012 Outside Corporate Auditor for Shiseidg Co
Ltd. (current position)

[Reasons for nomination as Outside Corporate Audital reasons behind our judgment that the person
would be able to perform the obligations of an @&<orporate Auditor appropriately]
Ms. Eiko Tsujiyama has been nominated as a carafdatOutside Corporate Auditor of the Compahy,
as she possesses abundant experience serving dfintirecial Services Agency’s Business Accounting
Council, the National Tax Agency’s National Tax @oil, etc. as an academic expert as well as a (leep
knowledge of finance and accounting as a univegmitfessor (in accounting); and also currently ptes
appropriate supervision to business execution leyGbmpany’s directors. The Company expects h¢r to
continue to adequately fulfill her role as an algstorporate auditor for the reasons referred twvab

Ms. Tsujiyama has been registered as an Indepemisgttor/Auditor with the Tokyo Stock Exchange
pursuant to the rules specified by the exchange.
[Term of Outside Corporate Auditor for Lawson, Inc.

Ms. Tsujiyama has served as an outside corporaigoador the Company since May 2011, and will halve
held this position for four years at the conclusidithis general meeting of shareholders.
[Particular conflicts of interest between the Caadik and Lawson, Inc.]
There are no particular conflicts of interest betwéhe Candidate and Lawson, Inc.
[Attendance at Board of Directors’ Meetings and @@wate Auditors’ Meetings]
Out of a total of 13 Board of Directors’ Meetingés. Tsujiyama attended 13. (Attendance rate: 100%
Out of a total of 16 Corporate Auditors’ Meetiniy$s. Tsujiyama attended 16. (Attendance rate: 1009

400

~

Notes:

1. In accordance with Article 32 of the currentiélgs of Incorporation, Lawson, Inc. has concluttesfollowing
liability limitation agreements with Mr. Tetsuo Qza and Ms. Eiko Tsujiyama. Under the liability lation
agreement concluded with the Company, Outside Gatpd\uditor assume liability for damages specified
Article 423, Paragraph 1 of the Companies Act witthie limit not exceeding the amount stipulatedavys and
regulations, provided that they have performededutvhich resulted in a cause of such liability dod faith
without committing acts of gross negligence.

2. The appointment of the Independent Directorsi#uslis based on “(6) Criteria for Independence’page 23.

3. The nominees’ Brief Personal History, Positiod amportant Concurrent Positions are as of Apr2@15.
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