LAWSON, INC.
Fiscal 2002 Ear nings Pr esentation

Year Ended February 28, 2003
i’

April 16, 2003 (Wed.)

Cautionary Statement

This presentation may contain forward-looking statements about the future plans, strategies, beliefs and performance of Lawson and its
subsidiaries. These forward-looking statements are not historical facts. They are expectations, estimates, forecasts and projections based on
information currently available to the company and are subject to a number of risks, uncertainties and assumptions, which, without
limitation, include economic trends, competition in the Japanese convenience store industry, personal consumption, market demand, the tax
system and other legislation. Assuch, actual results may differ materially from those projected.
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Reflecting on the Past Y ear ﬁ

Last year when we announced our results and reform plan, we
stressed two paints:

The importance of teamwork and a shared vision

The desire for a challenge remains embedded in Lawson’s
DNA

B

We have adhered to our corporate philosophy and found:

| The Spirit to Take on New Challenges! I
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A Formulafor Success = Integrated Production and Sales ﬁ

<Onigiri Project> I

Stor e confidence
1.Better store supervisor
(SV) leader ship
2.Improved product

lineup support strategy
at Head Office

~ Listen to what stores >
. are saying )
N\ (Bottom up approach) _#4

Develop products from
scratch without clinging
to convention (Top
down from the outset)
Company-wide proj ects
and partners
Revitalize organization

Increased sales from strong, established products
= Greater owner trust in Head Office and improved
ordering of main dishes

' Brand strategy

1. Information
management

2. Establish brand
manager position

Employee training

Customer needs
Basic stance: constantly
listen to the voice of the

N\ Customer
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Fiscal 2002 Results ix
(Consolidated) ~ |_FY2001 | FY 2002
(¥ billions) Change/Difference
Results  Results (A) Mid-Term Projection (B) ~ YoY Change/Difference  (A/B and A-B)

Total net sales 1,285.6 1,294.0 1,295.0 100.7% 99.9%
Operating income 36.4 34.1 33.0 93.8% 103.3%
Operating income ratio 2.8% 2.6% 2.5% 93.2% 103.4%
Recurring profit 35.2 30.7 29.8 87.1%  102.9%
Net income 16.1 8.9 8.1 553%  109.9%
Non-Consolidated)
Daily sales at existing
stores 98.4% 98.1% 97.5% -0.3% 0.6%
Daily sales at new stores

(¥ thousands) 431 457 460 26 -3
Total no. of stores 7,734 7,625 7,734 -109 -109
(Excluding stores in Shanghai, China)
Gross profit margin 30.3% 30.3% 30.6% 0.0% -0.3%

Owners. profits I\ P
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Main Points of Fiscal 2002 Results ﬁ

B Total net salesedged up
--Net reduction in store count dueto increased focus on profitability
--Improved operating ratio at new stores; daily sales at new stores also improved

B Daily salesat existing storesfell 1.9%

--But picking up since bottoming out in July 2002

--Average number of customers per store at existing stores—down 1.8% year on year
--Spending per customer at existing stores—down 0.1% year on year

B Gross profit margin wasflat dueto the effect of Highway Cards sales; saleswere
halted in fiscal 2002

--Would haverisen 0.2 of a percentage point if Highway Card sales wer e excluded

B Steady progress madein cost cutting

But SG& A expensesrose ¥7.7 billion dueto I T-related costs and additional
investmentsin the fiscal year’'s second half
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Lawson Challenge 2004: Progress Report m

Fiscal 2002 Accomplishments
Target-Based Management Systém o ntroduction at executive officer and managerial Ieveﬁ)oompleted

A 221-storereduction in RC network (Target: To close 200 stores
and convert another 50 into franchised stores)

Disposal of Inefficient Assets o Closed more franchise stores, brought forward closing
of an additional 130 stores (First nef reduction in store count
since Lawson' s establishment)
e Approx. 500 emplo¥e&s retired, net headcount reduction of 348
employees (Target: To reduce workforce by 400 employees)

Optimization of Vaue Chain Regular/mid-career recruitment: Approx. 150

o Introduced state-of-the-art facilities; improved product lineup,
especially main dishes

e Started direct negotiation of raw material prices and optimization
of raw material costs

- Created independent framework from FFS in Oct. 2002
(Purchasing Support Department)

Energizing Front-Line Operations e Training SV, especially in order placement and use of new systems

o Reduced administrative burden on SV's; now responsible for 7
Creating an Exciting Lawson I rather than 8 stores each
e Opening new stores at more constant pace e Achieve
Invested in store remodeling A Not achieved
Built new model for opening stores (Using trainee SV's)

Introduced regional headquarters
Introduced new yardsticks for store development

The Company |s Coming
Back to Life

Greater Emphasis on Profitabilit
When Opening New Stores A Closed 284 contracts (Target: 300)
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Energizing Front-Line Operations ﬁ
—Opening New Stores at More Constant Pace—

Monthly Store Openings

250

200

Opened stores without major monthly fluctuations an
without alargeincrease at the end of the fiscal year)

150
— Substantially reduced burden on SVs —4— Fiscal 2001
—#- Fiscal 2002
100
50
0
Mar. Apr. May Jun. Jul. Aug. Sept. Oct. Nov. Dec. Jan. Feb.
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Energizing Front-Line Operations—Making Time for SVs ﬁ
to Spend on Improving Store L ayouts

Approx. 40% increasein time SVs haveto visit each store I

June 2002 (
_ Established Franchise Support

Station
Increased number of chief SVs
Lightened load on SVs, making them mor e efficient
and giving them mor e time to spend on improving store layouts

Expand sales further with pen dispiay-case products

February 2003

The success of the Onigiriya Project has given ownersand
SVsthe confidence to expand sales of main dishes

Improved order placement I
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Optimization of Value Chain ﬁ.
—Restructuringthe Vendor Networ k

Gradually switching focus from Tokyo, Nagoya
and Osaka

* Installing production equipment from main factoriesin Tokyo, Nagoya and
Osaka

« Shift to mega-vendorsto be near completion by end of fiscal 2003

o Thiswill facilitate development of open display-case products r

Hokkaido, Tohoku, Hokllzzlgt_), Tohoku,
Koshinetsu, inetsu,
Hokuriku N H0lk<uIrS|hkuk,0k
ik Chugoku/Shikoku
hugoku/Shikok ,
¢ ug&vlillg':llj o Kyushu Schedul_edfgr
completion in
ighti fiscal
We|ght|ng< . o
Nagoya and Osaka Nagoya and Osaka o
Completion Completed
by April-May by April-May
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Optimization of Value Chain ﬁ
—Start of Raw Material Cost-Cutting Dri

Analysis and formulation of action plan to optimize

raw material procurement

|
~

Across-the-board review of the approximate ¥110 billion in
foodstuffs and packaging materials handled annually

@sexpected in fiscal 2003 and 2004
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Energizing Front-L1ne Operations
—Strengthening Area Support ﬁ

‘ Introduction of regional headquarter system

m From March 2003
Tocreate storesmorein sync with their regions
To facilitate decision-making closer to front lines
To encourage greater cooperation

Bring together three functions—oper ations/products/stor e development
(Particularly operations and products, and operations and stor e development)
To strengthen B2B relationships
(Strong alliances with regional companies asregional companies)

To facilitate detailed management of ear nings
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Earnings-Focused New Store Openings ﬁ

Raise profitability of new storesbased on new criteria
(Put emphasis on profitability rather than average daily sales)

Daily sales:
(¥ thousands)

500 110
1 109

4 108
New store profits/stores { 197
and months 4 106
Increased 9% 1 105

457 ]

1 103

490

480 New store profitability improved at a greater

ratethan the growth in daily sales

470
460

B Djly sales
-— profi

450 9 101

1 100
1 99
1 98
1 97
1 96
1 95

430
420
410

400 93

Fiscal 2001 Fiscal 2002
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¥2.9 Billion Additional Expenses Announced For ... ﬁ
(at Interim Earnings Presentation)

Continuous Sales
and Earnings Growth

Total: ¥2.9 billion (Non-consolidated

_ Solvepressingissues Maximize first-mover advantage

Improve new services

LAWSON CS Card—LAWSON PASS (Increase
members' benefits)

Ticket sales (Offer better content)
In-store ATM's (Promote installation)

HOPLRE A fiS,
(Invest resour ces)

million
Under pinned our recovery materializing from November 2002

N Product development .
(Product Development [Dept.) _I —
Raw material procurement |1l ’ Storeremodeling costs . (
(Raw Materials Procurement Dept.)

Energizefront-line
operations

Develop/safe, trustworthy and healthy roducts ¥300 it
atched to regional preferenc - Owners ¥400 million
800 million —
L everage theinsights gained from Natural Lawson ’ Strengthen individual store support I
(Rebuild vendor netv\(/jork) Vs Trainin ordering
Focus on mega-vendors) 1 s hilosoph
ene 700 million phifosophy
(Install latest facilities) - Train how to use
Beef up marketing (TV advertising) ' LETSS
I T
LAW._ON, INC, Fiscal 2002 ¥300 million
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Fiscal 2002 Main Dish Dept. Sales (Existing-Store ﬁ
YoY sales)

L aunched Onigiriya and
Arealchioshi bento-boxes

100
Total net sales
95
Main dishes
Main Dish Dept. sales
90 &
Total net sales
2002 2003

3 4 5 6 7 8 9 10 11 12 1 2
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Fiscal 2003 Projections ﬁ.

(Consolidated)  FY 2002 FY 2003 |
(¥ billions) Results Projections  YoY Change/Difference
Total net sales 1,294 1,312 101.4%
Operating income 34.1 40.5 118.8%
Operating income ratio 2.6% 3.1% 0.5%
Recurring profit 30.7 38.0 123.8%
Net income 8.9 17.2 193.3%

Excluding effect of halt in Highway Card sales

Daily sales at existing stores 08.1%

Daily sales at new stores 45.7 45.5 -2
(¥ thousands)
Total no. of stores. 7,625 7,825 200
(Excluding stores in Shanghai, China)
Gross profit margin 30.3% 30.9% 0.6%
LAWSON, INC. Fiscal 2002
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Assumptions Underlying Fiscal 2003 Projections ﬁ

Daily sales at existing storeswill be unchanged (Excluding Highway Card sales)
A 200-storenet increase in the number of stores (600 openings, 400 closur es)
—  Leadstoincreasein total net sales
—  Leadsto higher earningsduetoclosure| Approx. +¥2.5 billion effect I
of losss-making Company-oper ated stores
Gross profit margin improvement target: just over 0.1 of a
per centage point (Excluding Highway Card sales)
—  From reductionsin distribution costs and national brand product

pur chasing costs
Approx. +¥0.6 billion effect I

Reduction in advertising expenses
Reduction of over ¥2.5 billion in personnel expenses from
early retirement program in fiscal 2002 and other factors

Further reduction in I T maintenance costs ~  Approx. +¥34 billion effect I

Improvement in earnings at Group companies, lower related expenditures
Cost-Cutting Committee (Head Office costs, etc.)
m Cost savings achieved through reductionsin raw material and packaging costs
u .
used tnpee T

otal: +¥6.5 billion (oper ating income)
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Major Initiativesin 2nd Half of Fiscal 2002—Area | chioshi Products and ﬁ
Area-Centric Drive

m Hit productsin each area—launch-week performance
(Special regional bento-boxeswith owner/SVs and Regional Headquarter Products Dept.)

Area Product PSA/D
No. of daily sales per store
Hokkaido DON DON DON @
Tohoku Y OFU TAWARA MUSUBI BENTO 9 9
Kanto KAISEN TENJYU 8 9
Chubu DERAMORI GYU KARUBI BENTO @5 2)
Hokuriku SANSYOKU IRODORI MAKUNOUCHI (ﬁ_zD
Kinki OJYOMAMA! BENTO OKAZUYAMON (741 2 )
Chugoku TAWARAMUSUBI MAKUNOUCHI (14 4)

Shikoku DEMI HAMBURGER BENTO (15 :D
Kyushu TARAFUKU BENTO 2 4 ,~ T7ofthelOareas

. recorded more
Okinawa MIX MAKUNOUCHI 73 \han 10salesaday 4
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Main P/L Items: FY02 Results, FY03 Projections and ﬁ
Subsequent Projections

(Non-consolidated) (¥ billions)

Fy2o02 FY2003 Change Projections Post-Fiscal 2003
(Results)  (Est.)

[tems)

Gross profit 1814 1905 9.1 Netincreasein number of stores,
SG& A expenses 146.9 1495 2.6 Pursuefurther cost reductions
Operating income 345 410 65 A |eaner cost structure better able

Operating income ratio 27% [ 31% 05%

Fixed costs

. Peak in fiscal 2003.
I_T mé' ntenance COSI_S e it L Pursue further cutsin EDP costs
(including hardware |easing and software depreciation)
Personnel expenses 35.8 335 -2.3 Noincreasein workforce, in
Advertising expenses 13.0 125 -5.0 Reduce expenses by reviewing
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Key Measuresin Fiscal 2003 ﬁ

<Main Aim>
Ensure measuresimplemented in fiscal 2002 produce results

. Attract even more customers (Most important measur e—continue to communicate with
front line)

. Improve products (Keywords: safe, trustworthy and healthy)
@ Raise spending per customer and increase number of repeat customers

®Widen Onigiri Project to encompass other products, use insights from Natural
Lawson
[.-111.
Higher owners
profits

. Improve operational ability further

. Reduce costs

«Improve ordering mainly of open display-case products and ability to advise owners
through moretraining for SVs

. Open more profitable highly efficient stores
«Strengthen B2B relationships

*Promote alliances

LAWSON, INC. Fiscal 2002
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Fiscal 2003's Key Theme—Attract Even More Customers ﬁ

Existing Store Comparison (YoY)

106.00%
Including
104.00% - i ngh\éfv?yCardr
Onigiriya spursincrease ect Largely unchanged
102.00% in spending per customer (exduding Highway
o = /-\\I—I/.\.\/
98.00% ’
96.00% V
94.00% Although starting to trend upward
again, customer numbers were down
92.00% || —e— from the beginning of the year—
= contrastswith spending per customer
90.00%

LAWSON, INC. Fiscal 2002
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Key Measuresin Fiscal 2003—I. Attract Even More Customers n

Key Measures I
I

v
m Lawson’s Three Challenge Practices

m Leverage LAWSON PASS (L awson credit card)

m Shopping point program for TSUTAYA cardholders

m Seasonal campaigns that communicate the L awson image

LAWSON, INC. Fiscal 2002
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Key Measure—L awson’s Three Challenge Practices n
Ve SHIES R ENUE I RECces =
OueiREEe e Yeans
Understand locall customers to create stores and
|ayeuts they enjoy.

Individual stores must take the lead

Keep storesiand surreunding areas clean

Service customersin asincere way so they keep
coming back




Attract Even More Customers—Use LAWSON PASSto ﬁ.
Understand L ocal Customers

Know store neighborhoods, know customers, increase
repeatability rate = higher sales

Build rapporewith individual
customers

Storeswith more cardholders achieve higher sales!

(Approx. 4%)
(Daily sales basis)
e difference is widenigg

AWSON, TNC. Fisca
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Attract Even Mor e Customer s—Business Alliance With Culture Convenience Club (CCC) ﬁ

Bring mor e customer sto L awson more often ! I
Shopping rewards
program

Planned) Fall 2003

1,100 stores nationwide

18 million members

Attracting the 18 million TSUTAYA members to
L awson storeswould lead to a dramatic increase in
the number of customers!

LAWSON, INC. Fiscal 2002
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[1. Improve Products ﬁ

(1) Strengthen Lineup of Open Display-Case Products I

m Expand the Onigiri Project to encMher products
Develop products with an emphasis on safety and trust
(Rice balls/bento-boxes/processed noodles/prepar ed bread/delicatessen items/bakery
items/desserts)
- Makeproductsthat only Lawson can provide
m Target: Middle-aged and senior citizens
m Moreemphasison regional preferences
m Arealchioshi products
m Useinsightsfrom Natural Lawson
m Greater production capacity at vendor factories

(2)Parelineup to only national brand productsthat sell well I

- _ .
eg eup of best-selling products
im Remove poor -selling productsfr om store shelves (Use DOT)

LAWSON, INC. Fiscal 2002
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Improve Products Ensure Safety and Trustworthiness ﬁ

Eliminate preservatives, sharply reduce
food additive usage

Avoid using preservatives
Sharply reduce food additive usage

— :>

v

Offer productsthat customers can buy with peace of mind I

~

o
Communicate healthy food > Higher brand equity

<Concept>

Food additives

concept to customers

LAWSON, INC. Fiscal 2002
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Improve Products—Hints From Natural L awson ﬁ

m Use Natural Lawson stores as “ antenna”
shops to improve merchandising at regular
L awson stores
Selected lunch-box series
Freshly baked bakery items

Organic coffee
[

Cater to needs of an
increasing number of female
customers, middle-aged and
senior citizens.

LAWSON, INC. Fiscal 2002
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[11. Improve Operational Ability Further—Enhance ﬁ

Capabilities of SVs

Enhance SV Training System I

Improve knowledge and expertise of ordering, customer relations, cleaning

(Improve open display-case products/L awson’s Three Challenge Practices)

Enhance Accuracy of Information Provision
(Ordering based on analysis of data)

Achieved with system upgrades

Morning Meetings
- Shareanalysis and information
[Providethelatest information every Wednesday mor ning]

LAWSON, INC. Fisca 2002
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V. Reduce Costs—Thorough Radical Review ﬂ.

Open display-case products (PB products)

Annual target:

‘® Ingredient costs ¥35 billion reduction

_m Packaging materials

Y
Allocate expenses for expanding sales of open display-case
products (strategic productsin fiscal 2003)
Owner support/promotional materialsTVCM
Improveingredients, emphasize keywor ds (safe, trustworthy, healthy)

- Work with vendorsto make L awson stronger
Head Office costs - Cost-Cutting Committee

m Construction materials |
L Consumables, etc.

LAWSON, INC. Fiscal 200
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Annual target:
¥1.5 billion reduction

V. Open Stores With Greater Emphasis on Profitability—Strengthen stn
Relationships, Use MC’s Networ k

Therearestill numerousideal sitesfor new convenience stores
- Strengthen B2B relationships, use Mitsubishi Cor poration’'s network

L awson with postal services

e Lawson in hospitals
* Multiple store openings with ENEOS gasoline stands

» “Convenience Banks” with regional banks
(Financial Services Agency) -

~ LAWSON, INC. Fiscal 2002
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L awson Challenge 2004: Stepping Stonesto the
Consolidated Operating Income Tar get for FY 2004

Reduced fixed costs

Improved Group-company
earnings
and related expenses

Improved
markups

Effect of opening new stores

0.1 per centage point improvement/FY 2003

0.2 per centage point improvement/FY 2004

Increasedaily salesat existing &t

g

Net increase of 200 stor es/FY 2003
Net increase of 300 stores/FY 2004

Flat/FY 2003

. 2% increase/FY 2004 X
Fiscal 2002 oiner | FY2008 and FY2004 Assumptions |

Consolidated
erating income
target

torget FY2003 [ | Fv2003 ROE 11.0%

¥34.0 billion
FY 2004 |:| FY2004: ROE 15.0%

LAWSON, INC. Fiscal 2002
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Supplementary | nformation
(7 pages)

LAWSON, INC. Fisca 2002
Earnings Presentation

32




FY 2002 Results and FY 2003 Projections i

FY 2002 Results FY 2003 Projections
Store openings 502 600
Store closures 611 400
Closures (RC) A 221 -
Conversion to franchise 96 -
FC change %@ -
Relocations -
Net change A 109 200
Tota number of stores 7,625 7,825
. w (Excluding Highway Card sales)
Daily sdles at existing stores 08.1% A
Daily sdles at new stores 457 5
(¥ thousands)
Gross profit margin 30.3% 30.9%
LAWSON, INC. Fiscal 2002
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Cash Flows: FY 2002 Actual, FY 2003 Projected, After FY2003 LK

(Consolidated) (¥ billions)
FY 2002 FY2003 After FY 2003
Actual Projected

Operating cash flows  33.9 40.6 Around ¥50 billion
Continue to actively invest in remodeling,

Investing cash flows A 28.7 A 42.5 exclude marketabl e securities (over 3 months)

Free cash flows 52.0 A 19.0 Budgeting for positive free cash flows
Financing activities 4 72.0 35.0

Year-end cash 94.0 95.5

Equity ratio 44.3%

ROE 59% 11.0% Aiming for 15% in FY 2004
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Earnings Presentation 34




Lawson’s Operating Environment: Fiscal 2002 ﬁ

K anto and Chubu held firm

*Hokkaido, Tohoku and Kinki continued
to face challenges

«Shikoku showed signs of a recovery

*Kinki also showed favorable signs of
change...

’ YoY existing store sales

| No major changein competitive conditions |

Col deény-

average

Rate of increase in competing stores over the last year I

Tohoku

Hokkaido

Note: Circle size represents the volume of sales

LAWSON, INC. Fiscal 2002
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How Did the Mainstay Kinki Region Perform? in

’ YoY existing store sales I

Kinki
average

’ Rate of increase in competing stores over the last year .

Note: Circle size represents volume of sales Wakay

LAWSON, INC. Fiscal 2002
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Vendor Reorganization—<Final Food Preparation by the Factory>
For Tastier Products ﬁ

} . ) Lossin flavor f heating 120 degrees, 40 minut
ufacturer carriesout final preparation =251 "aver from overheating 220 degrees, 41 minutes
Manufacturer ; L unch-box factor

Heating to
[y [ ) )

Takestime = Taste changes

: : . Preservesthefull flavor
<Final preparation carried out at boxed-lunch fact :
HoR I heh
ETulEE e Boxed-lunch f; p w ‘
J

Transport
s |1 - e G
o Main ricedishes...Improvement in taste, as seen with onigiri (rice balls)

Time reduced = Taste preserved
o Fried foods...Nikuyasaiitame, Kinpira%aobo, etc. stir fried quickly at high temperature
o Boiled foods...Boiled to bring out the full flavor

o Grilled...Grilled over direct heat

LAWSON, INC. Fiscal 2002
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Inter net Survey—Responses by Age Group ﬂ

Reasons for changing regular convenience store

90
80
/ O Closer to home
70
/ B Better product lineup
60 / B Tastier products
S0 / O Brighter
40 and cleaner stores
/ B Friendlier staff
30
20 |
10 ]
0

20s 40s

- Friendlier staff and brighter, cleaner stores
are things we must aim for

LAWSON, INC. Fiscal 2002
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Translating Lawson's Three Challenge Practices Into Higher Salesf'§

Make stores and store neighbor hoods cleaner

Provider friendlier and more courteous
customer service

~ Higher scores mean higher daily sales! I

| Directly resultsin higher sales I

Success in M eeting
Lawson’s Three A Store
Challenge Practices verage Composition
(M ax. 150 points)
101.3 2.8%
99.5 16.8%
98.2 35.0%
97.5 28.3%
97.2 11.8%
95.8 3.8%
95.8 1.5%
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