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Placing top priority on distinguishing ourselves

group that continues to satisfy our customers
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Keeping constantly ahead of the curve with appealing new fashion ideas

Always listening closely to customers and meeting their needs with great people, great products and great places to shop

The UNITED ARROWS Group is currently engaged in Dream Plan 2011, our medium-term business plan for the three
years ending March 2011. We are continuing our evolution by realizing the vision and goals contained in this plan, and by

earning the support of customers in Japan and around the world.

+
v — X FAAE A ¥ X

s oA T &
244 7 v F78u—X Hiffhk

Fv 7 & F

sann—y p—%az—

(73 V=
Fvwro— Filk

Photos (from left)
Takashi Chishima
UNITED ARROWS HARAJUKU FOR MEN

Chie Suzuki
UNITED ARROWS SHINJUKU

Norika Knapp

CHROME HEARTS TOKYO

Hisami Hayashi
DRAWER AOYAMA

zHMEL XY

as a trend-conscious
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These four employees are all sales specialists known as “sales masters.”

We award sales master status only to sales staff who have strong sales records in their
careers to date, and only if they meet rigorous criteria and pass our challenging selection
tests. These staff are well rewarded for their efforts, and in return are expected to continue
to demonstrate a high level of performance not only with respect to customers, but also as a
role model for other sales staff.

The sales master system, which was launched in April 2008 with the appointment
of the first eight masters, helps sales staff set career goals and aspirations, and is one of the
HR initiatives we have launched with the aim of developing motivated individuals that are

dedicated to building their careers with us.

Contents

3 UAHZ
Philosophy

4 B
History

5 #KEA4yata-—

Interview with the President

7 IR TR O 5 A

Medium-term Business Direction

9 UAZnNV—7»Ey#lir=—4, v b
Market Conditions

11 €24 Z2AFTF W
Business Model

12 LA 2 S HE K

Basic Business Strategy

13 CSRifE#H)
CSR

14 HIEMN

Introduction of Each Business

28 MBI 3 MO XS

Financial Section: Three-year Summary

29 FO B

Opverview of Business Results

32 2a—Rv—1F - FNF R
Corporate Governance

33 HAEW R R

Consolidated Financial Statements

37 W% DA

Directors

38 2tME R -5K M T

Corporate Data, Board of Directors, Stock Information

<FERTHENCET R0 o v TOHEFE>

LA HREED ERTH BT 2 0% & CFBMFELI 0T L £ L TR,
LA B E TAF R L B 6183 6 iz Hif s S u Ty 2345 Y 2o%
FHEEE&EATHD 3.

FEVE LT, 6 ODBO A ST HRIL L TR E T+ 2 L ko
(EavET LI BECHLATET

FBFOFANL, LrtOFIE LMY & REFHH. HBoBm. v — L
phb3dSF S RERIZL Y, RSN T V2 EMTHE L 2R 2 RS H 2
SLETRAIBE LA,

Foreward-looking statements

Earnings forecasts and objective views contained in this document are based
on decisions made by UNITED ARROWS LTD. in light of information
obtainable as of August 1, 2008, and therefore include risks and
uncertainty. Actual earnings may differ materially from forecasts due to
global economic trends, market conditions, exchange rate fluctuations and
other factors. Investors are asked to refrain from making investment

decisions based solely on this document.
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We are a group that keeps on setting new standards of Japanese lifestyle and culture.
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Stores are for|our customers

HRARY > — (7 an B FE B &

Policy Spirit
Break through Traditional Mind BlEAE A

Creative Merchant
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Creation of Five Types of Value
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Customer Value, Shareholder Value, Employee Value, Business Partner Value, Social Value
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Our corporate philosophy is the foundation of our daily activities.
We have a philosophical structure consisting of five elements that bond around this philosophy.
These five elements are values which we have embraced since the foundation of our company,
and they are the soul of UNITED ARROWS.
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UNITED ARROWS LTD. founded in Jingumae, Shibuya-ku,
Tokyo (capital: ¥50 million)

First store, UNITED ARROWS SHIBUYA, opened in Jingumae,
Shibuya-ku, Tokyo

Main flagship store, UNITED ARROWS HARAJUKU, opened

in Shibuya-ku, Tokyo, and head office moved to the same location

Registered at the Japan Securities Dealers Association (present
Japan Association of Securities Dealers Automated Quotations, or

JASDAQ), becoming an over-the-counter traded company

Full-scale start of green label relaxing business (see page 19) with
the opening of green label relaxing Shinjuku in Shinjuku
LUMINE 2, Shinjuku-ku, Tokyo

Full-scale start of CHROME HEARTS business (see page 21)
with the opening of CHROME HEARTS TOKYO in Aoyama,
Minato-ku, Tokyo

Listed on the Second Section of the Tokyo Stock Exchange

Listed on the First Section of the Tokyo Stock Exchange

Renovation and renewal with increased floor space of flagship
store UNITED ARROWS HARAJUKU

Acquired all shares of FIGO CO., LTD., which mainly engages in
the import, wholesale and sale of Tralian bags and other

accessories, and made it a fully consolidated subsidiary

Number of stores exceeds 100

Established PERENNIAL UNITED ARROWS CO., LTD. as a
subsidiary mainly engaging in planning and retailing of women’s
clothing and personal items

Agreed capital and business alliance with Mitsubishi Corporation

Number of stores of UNITED ARROWS LTD. 128 and of FIGO
CO., LTD. 11 as of end of fiscal year ended March 2008

Established COEN CO., LTD. as a subsidiary mainly engaging in

retailing of clothing and personal items
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Placing top priority on distinguishing ourselves
as a trend-conscious specialty retail fashion group

that continues to satisfy our customers
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Q. 200843 ABORERBM LR B > TORHTLIH ?
How did the company perform in the fiscal year ended March 2008?
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The apparel retailing industry faced an extremely difficult operating environment in
the fiscal year ended March 2008. The pace of overall industry growth decelerated,
with economic and operating environment-related trends—a slowdown in consumer
spending resulting from unseasonable weather patterns throughout the period and an
economic downturn from the fiscal second half—serving as major obstacles to growth.

At the start Of ths year we announccd our new nlediunl‘[ern] n]anagenlent Plan,
and moved quickly forward with the task of opening new stores, aiming to achieve the
plan’s targets. However, we could not manage to grow sales as expected and ended up
having to make a downward revision to our forecasts. This was partly due to the
external factors noted above, but it was also due to internal factors in that
management did not succeed in developing and improving the company’s HR,
product planning and development, and sales systems as quickly as required. In our
analysis, this led to a deterioration in the quality of our three key elements for
providing customer satisfaction—our people (customer service), our goods (products),

and our szores (buildings, layout, and atmosphere).
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What are the company’s plans for the fiscal year ending March 2009?
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In the current fiscal year, we intend to resolve the issues the company faces by focusing
on two key themes: improving staff development and expanding our business in line
with this growth, and developing our core business (product and sales service)
operations and ensuring appropriate management.

Our prime focus—and a vital prerequisite for ensuring sales growth—is improving

sales at existing stores. In deciding to open new stores this year, as well as considering
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indicators such as for recovery of investment, we will take into account whether we
have the right staff with the right skills to work in the stores. This policy is based on
reflection on developments last year, when a shortage of sales staff with the appropriate
skills at our new stores led to a deterioration in customer service.

As our policies for staff development, we aim to strengthen our education and HR
systems. Our company has a training program known as UNITED ARROWS
University for training staff in specific skills such as product expertise and customer
measuring. Expanding the areas covered in this training program will improve sales
expertise among our sales staff. At the same time, our more experienced sales staff will
provide one-on-one guidance to less experienced staff to help develop their sales skills.
Another initiative for sales staff is the establishment of new “sales master” positions to
reward distinguished staff who have achieved top-class sales results. We aim to raise
the skills of our sales staff through a combination of theoretical and hands-on training,
and support all our staff in mapping out their careers by developing our HR system,
and by doing so raise staff motivation.

For store management, we are preparing the necessary environment to enable sales
staff to focus on customer service. Many non-core, ancillary operations are currently
carried out by sales staff at our stores, and these operations may impede their ability to
provide top-class customer service. To address this problem, we have established a new
Sales Support Division, aiming to identify and redress inefficiency, ineffectiveness and
inconsistency in our store operations. We intend to maximize sales and customer
numbers by clarifying the roles of this new division and our stores, which will enable
store sales staff to spend more time concentrating on customer service.

In product-related operations, we will make purchasing and production plans
based on full awareness of final sales rates at regular stores, and monitor sales rates on a
weekly basis. As a prerequisite for this, we define our merchandising platform as one
in which the many staff involved in planning and production know who decided
what, where, and using which method, through the use of standardized materials and
indicators, and translate this understanding into their actions, and we are developing
the necessary systems to make this possible. Through these initiatives, we aim to
improve planning accuracy and operations efficiency, increase sales of regular-priced
products and reduce unnecessary inventory, which will in turn lead to higher gross

profits and lower valuation losses on products on a company-wide basis.
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What is the company’s medium-term management outlook for the period until March 2011?
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UNITED ARROWS Group is currently engaged in Dream Plan 2011. This plan
outlines our vision for the group in the fiscal year ending March 31, 2011, in terms of
the value we provide to our customers, and our targeted business structure, industry
position and corporate culture, and offers a framework for resolving strategic issues to
enable us to move closer to achieving our vision.

Our group aims to be a trend-conscious specialty retail fashion group that
continues to satisfy our customers. We intend to selectively allocate our business
resources based on our top priority of distinguishing ourselves as such a group, and in
doing so achieve sustainable and sound growth with the support of optimal cost and
profit structures.

We look forward to your continued interest and support.
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President and COO
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Medium-term Business Direction
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In February 2008, UNITED ARROWS Group formulated Dream Plan
2011, our medium-term business plan setting out our vision for March
2011. Under Dream Plan 2011, we are working to realize the group’s
objectives by determining what strategic issues must be resolved to move

closer to achieving these objectives and striving to resolve these issues.

Vision for UNITED ARROWS Group in the fiscal year ending March 2011
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\ Creating value by setting new standards of Japanese lifestyle and culture /
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Placing top priority on distinguishing ourselves as a trend-conscious specialty retail fashion group that continues to satisfy our customers
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Value we provide to customers:
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Targeted business structure:
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Targeted industry position:
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Targeted corporate culture:
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One in which creative, business-minded people with great fashion sense can come together and enthusiastically go about their work
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Q@ U TED I Lz 72 MW Inidiacives for improving profitability

Growing sales

200943 HH# Fiscal year ending March 2009
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- Pursue restructuring of UA business
+ Achieve contribution to overall company sales and profits through

recovery of GLR business

+ Increase value for customers through effective use of House Card

(our members’ card) data

In May 2007, we announced medium-term business targets for March 2011
that included consolidated net sales of ¥120-130 billion, consolidated
ordinary income of ¥15-17 billion and ROE of at least 20%. Then in May
2008, based on changes to the external environment and internal factors, we
reconsidered our business approach and decided to set lower targets, taking
into account the importance of achieving a balance between developing
human resources and improving business management, on the one hand,
and expanding the business, on the other—and also in light of making
upfront investments in our new subsidiaries, PERENNIAL UNITED
ARROWS CO., LTD. and COEN CO., LTD.

Opver the next three years our aim is to achieve steady sales growth while
giving due consideration to business resource allocation, and to increase
profitability by improving gross profits and the SG&A expense ratio. In the
fiscal year ending March 2011, the final year of our medium-term
management plan, we are targeting record consolidated ordinary income
and ROE of at least 15%.

*Our record consolidated ordinary income is ¥7,639 million, which was posted in the
fiscal year ended March 2006.

2010%E~20114E3 HH Fiscal years ending March 2010, 2011
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Fashion that adds style and individuality A grouping‘ofbusincsscs that complement one another A unique, industry-leading company in both D71 DOHEsE - Increase time spent on customer service by eliminating non-core, - Continue to grow sales with consideration given to business/
to people’s lives and push forward together to achieve the same targets trend-consciousness and scale ancillary operations at stores human resources

* Reallocate business resources with BEAUTY&YOUTH UNITED
ARROWS and COEN positioned as growth drivers for expanding
sales over medium term

- Grow online shopping business and explore possibility of
expanding overseas
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@ 4O DELIL R Four strategic challenges Improving gross merchandising platform 8 - Develop optimal SCM systems by company-wide adoption of
profits production systems
O7 50747 1 TV TR G TR — b 74V AL 2 e e AR B T VDR S (1) Branding: Optimize business portfolio and develop new business models to achieve maximum brand value
. . ~ - I - -Set evaluation indicators that tie in with our business mission and develop performance evaluation system
. Iy g TGS 75T T =1 = . N N
PRy 2B LRI E RO RBOE RGO (ALY -Conduct brand management for maximizing brand value - BEREARTS - A BEEAE S 2 oD b L R ORISR 1
< PSUNED R IZ G T2 75 F= AP AV b ‘Develop new business models and generate synergies between our different businesses SEE D FE i
W CAAE T VDRSS L B L S — DA WA AR ARk - T - SEREARED - AEIE M O MR - HRE D E], CJEMIANDOHERRECLLZEFR—varombl 2000
I P2 R v ¥ a O 5 EEttomn
Lowering SG&A - Clearly outline the organizational structure, separate roles and + Achieve a structural improvement in SG&A expenses with focus

- POSTF—4% . "\UAH—F 7 — 2D )i

@/ I T 5074 — SRS AMDHE EE Dt L L £ 7 SCMAAHI DR 3T
- MDFSEE D] Bz 7= ALY (7 S ] - 42 B 3T 4 2 v O TS )
BT IV A — LDREE L ERET LD RGE L SCMIRHI DS

‘Develop optimal SCM system for each business by developing production systems
-Effectively use point-of-sales systems and House Card (our members’ card) data

(2) Out goods: Improve accuracy of merchandising by developing production platform and establish optimal

*Develop systems for improving accuracy of merchandising (reorganize product planning and production
operations cycle)

SCM systems
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their talents

‘Develop career-path system to ensure that all employees are highly motivated and can fully demonstrate

- W SERE AR R D 5 B 5 HOMEI L L R
- BT REO T E &

ORI, = F S —SEREA B D& - I 2> DMIRE(L L3 2 Rt s ORI TR il D RE S

*Assess and restructure the division of roles between stores and business head offices
‘Redefine head office functions

(4) Our organization: Develop customer-oriented organizational structure with clear separation and delineation

of roles and missions of stores and business head offices

expense ratio

missions of stores, business head offices, and supervisory divisions

on business head offices and supervisory divisions
* Raise motivation and thus improve productivity by transferring
authority to stores
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- BRER (R Y =& — GER) o SRR T A Xy 7O NE KOl A0 head office staff ;)‘:']opf}l:):liﬁ%:v + Increase sales volumes in the profitable online shopping business

- Explore specific initiatives for cost-effective overseas business expansion through collaboration with local partners
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Targeting record consolidated ordinary income and ROE of at least 15%
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Market Conditions

728V ov/NGETS O BEDL

AAD 7 5L v/ Nseiidiia. 2 OBERK 10 kMo F LT
LT ET., BFEDOFREV, 77 v ¥ a rEvesto kRl
Yav by 2 —OHRCHECL DV IMIE#RSBEAI TV T,
Lo LEd 6, DI & 2 ANDREE D2 R AT O 58
ool e I B CERBOEM M A, ERSEIANES 7
F v PEERO BRI BUEBM P EO 6N S L EEE L v
Bomizd by, HiEHEEMOCNADHEICH Y T,

Z2oh Ty, MED YA REF v R LI L DXL
I L, HEEOLP L L AFEERRERPET TV 7,

@ L ARD 7 s v v /NGEli G IEHER

Historical market size of the Japanese apparel retail market
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Total apparel retail market
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Source: Yano Research Institute, Led.,
“White Paper on the Apparel Industry 2007"
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The retail apparel market in Japan

The Japanese retail apparel market is approaching a scale of around ¥10 trillion. New
opportunities to increase store networks have grown in recent years, supported by the
redevelopment of railway station retail centers, the opening of fashion-oriented
shopping complexes, and the spread of large-scale shopping malls in suburban areas.
Growth in the overall size of the apparel market has slowed, influenced by a changing
business environment in which the population is aging and personal consumption has
stagnated. At the same time, factors such as higher personnel costs and rents have put
pressure on fashion industry SG&A expenses.

In this tough operating environment, specialized stores have nonetheless been
able to show sound performance, earning customer support with unique business

models to create clear differentiation in the market.
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Target market

The Japanese retail apparel market can be divided into two categories: the volume
market that mainly consists of relatively low-priced daily clothing, and the trend-
conscious market for consumers that are highly sensitive to fashion trends. UNITED
ARROWS Group targets this trend-conscious market.

With the maturing of fashion market consumption trends in recent years, a new
category has begun to emerge and expand. We call this market the “new basic trend-
conscious market.” It sits between the volume market and the trend-conscious market,
and meets the needs of consumers who generally look for low prices but who also have
a strong interest in fashion. To meet the needs of this market we have established a
new brand, COEN, which we are marketing through our new subsidiary COEN
CO., LTD.

@HAKRD 7 /¥ v v/NGETidEA A — 2 Overview of the Japanese apparel retail market

R—ry bRy a=rI=y T
Market positioning map

(Mt T 2 Eh#¥EL L O ot & 2083
Core businesses and new subsidiaries of UNITED ARROWS LTD.
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Select shops

Select shops are specialized clothing stores that provide a wide selection of both private
label brands and other designer brands that are procured domestically or
internationally. They attract customers by creating a unique brand image through
providing a wide range of clothing items and accessories, and also through their stores’
interior and exterior designs that reflect the concepts of their chosen merchandise.

In Japan, there are many select shops, both large and small in size. Their styles and
management methods vary greatly, from small concept shops in the fashionable
Harajuku and Omotesando areas of Tokyo, to chain superstores often located in
fashion-oriented shopping complexes in the commercial areas of central Tokyo and

other large regional cities that attract a broad customer base.

Positioning of UNITED ARROWS in the select shop market

UNITED ARROWS boasts the highest sales figures in the select shop market, and is
also the only listed company in this market.

Our aim is to provide our customers with a variety of products using our ability to
modify selected goods and our product development capabilities, create an ambiance
suitable for providing clothing items from the world’s best brands in our stores, and
provide high-quality sales service for our customers. We will strive to achieve both
high profitability and high fashion sense simultaneously, and help our customers to

achieve their ideal lifestyles.
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Reference: A strong reputation in the apparel retailing industry
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organizations.

LUMINE, a shopping center operator in the East Japan Railway Company (JR East) Group.

like to have as tenants in their buildings.
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UNITED ARROWS Group stores have received broad acclaim for their store management capabilities, customer service
skills and other strengths, and have won numerous awards in contests held by shopping complex operators and media

One such example was in 2005, when a member of the sales staff of green label relaxing won the grand prize from among
20,000 participating LUMINE sales staff at Luminest 2005, the first customer service role playing contest organized by

The group also regularly wins awards in contests held by the Senken Shimbun, one of Japan's leading fashion newspapers,
in which commercial facility developers select the best commercial facility tenants. These awards include an award given to

tenants who have strong sales and sales per floor area rates, and one given to retailers that commercial facilities would most
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Above: Luminest 2005

Right: GLR staff role-playing on stage
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The Super SPA Strategy

UNITED ARROWS aims to be a company that is involved all along the value chain from downstream to upstream, providing the highest levels of sales and customer service,

purchasing of products (selecting products) and product development (manufacturing). We call this process the Super SPA* Strategy, and we position it as our basic business model.
We attract customers by providing highly selected brands from Japan and overseas, and we maintain stable product supply and high profitability through provision of private label

brands designed based on top-selling products.

*SPA = Specialty store retailer of private label apparel—a fashion company that is involved all along the value chain from manufacturing to retailing of products. Usually called a

manufacturing retailer.
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Basic product strategy

Our basic product strategy is to categorize our products into three groups—innovative products, trend products and basic products—according to their characteristics.
Then, we distribute them appropriately according to the characteristics of each business. In order to ensure stable sales, we maintain a good balance of all three product categories and

provide a variety of products so that we can serve a wide range of customers.
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The lead-time required for a first-time order is approximately 4-6 months for purchased products and 1-2 months for OEM* products.
For additional orders, the lead-time is approximately 1-2 months for purchased products and 1 month for OEM products.
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Purchased Products Outsourced to manufacturers
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Distribution to each store
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Designs are made by in-house designers ~ Outsourced to factories in Japan and overseas
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The lead-time required for first-time manufacturing is approximately 2-5 months and 3-5 wecks for additional manufacturing.

*OEM = Products manufactured by other companies and sold under our brand names.
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Basic Business Strategies
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Multibrand strategy

As we pursue our basic business strategies, we continue to aim to become an

innovative retailer adding value in the multiple businesses we operate.
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UNITED ARROWS will expand new business on a cross-organizational basis in order to enhance market coverage. New businesses are tested at

our experimental stores known as UA Labs, in order to examine their market potential. Businesses judged to have high market potential will be

strategically invested in from the beginning. By doing so, we will be able to achieve optimum resource allocation.

We will increase the coverage of our business as we consider the macro-environment and our competitors conditions. We will regularly make

adjustments to our business portfolio through multifaceted analysis of profitability, growth and brand images. The investment will be made

according to which of these take priority. While maintaining and expanding brand loyalty, we will grow the company by diversifying business

based on both economic rationality and fashion sensitivity.
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Restricted store number strategy

UNITED ARROWS

Customer value maximization strategy

An innovative retailer adding value
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An optimum number of stores will be identified for each
business. We will calculate the number by making qualitative
and quantitative analysis of the potential target market and the
environmental characteristics of areas in which we are
considering opening stores. The optimum number of stores
will be revised periodically according to the changes in
business circumstances. As we carry out such analysis, we will

gain both wider market coverage and improved store loyalty.

in the multiple businesses it operates
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At the same time as we actively acquire new customers, House Cards
(members’cards) used throughout UNITED ARROWS LTD. enables
us to carry out one-to-one marketing. We believe that the data from
card usage, including individual customers™ attributes and shopping
history, will enable us to provide them with more personalized service
and maximize lifetime value. We aim to enhance customer satisfaction
by expanding our business as appropriate, including increasing store
numbers and our product lineup. We are determined to increase
customer loyalty to enable us to maintain consistently high sales levels
that are resilient to changes to the external environment such as

unseasonable weather, economic downturns and population declines.
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Environmental protection and quality control initiatives
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At UNITED ARROWS, we consider fulfilling our corporate social
responsibility to be an essential part of the creation of five types of value,
one of the pillars of our corporate philosophy, and have been proactively
pursuing CSR and environmental protection initiatives. We intend to step
up our CSR activities, with specific focuses on environmental protection
initiatives and ensuring thorough quality control, both of which are priority

initiatives over the medium term.

B Environmental protection initiatives

Global warming carries significant risks with respect to our business
activities. Product planning and sales projections are becoming difficult as
seasonal patterns become disrupted, and this is leading to lost sales
opportunities and excess inventory. We aim to reduce our environmental
impact by reducing waste generated through our continued business
activities, reducing CO, emissions, and so forth, and we intend to consider
how we can protect the environment in our business in the apparel industry.
Through selling environmentally friendly products, supporting
environmental events and other such initiatives, we aim to create
opportunities for people to think carefully about environmental protection

and to raise overall environmental awareness.

Participating as a sponsor of Earth Day Tokyo 2008, Japan’s
largest environmental event

This was the third time we have sponsored this event. We provided t-shirts
for the volunteer staff and teamed up with other stores to sell green
electricity t-shirts, distribute eco-bags, and engage in other initiatives.
Furthermore, for the duration of the event, ten of our stores in the
Harajuku and Shibuya area of central Tokyo switched to green electricity,

operating through the use of natural energy generated from sunlight.
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M Ensuring thorough quality control

In December 2007, we received an Order to Cease and Desist from the
Japan Fair Trade Commission as a result of quality labeling for some of our
products violating Japan’s Law for Preventing Unjustifiable Lagniappes and
Misleading Representation. We take this order very seriously, and will work
to ensure thorough quality control, treating it as a priority issue. In our
quality control system, we will seek to ensure appropriate checks of contents
of quality labels for our raw materials. To raise awareness about this area, the
Quality Control Division and the Legal Division will work together to
provide training on the legal system and various laws and regulations with
respect to quality labeling. In February 2008, we held the first training, for
the general managers of each division. We will continue to raise awareness
on this matter through training and internal communication, aiming to
improve employees’ knowledge and ensure thorough compliance with laws

and regulations.
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Specialty retailer of private label apparel (SPA) stores

modifying selected products

The UNITED ARROWS business is the core business of the company, and
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lifestyle goods. Our aim is to make stylish stores for fashionable customers,
regardless of age, by offering top trend items from all over the world, and
also providing private label brands that are not influenced by fashion trends

as well as those more aligned with the latest fashions.

Restructuring store brands

Since autumn 2006, we have separated our UNITED ARROWS business
into two store brands, with UNITED ARROWS stores mainly focusing on
dressy clothing and BEAUTY&YOUTH UNITED ARROWS stores
mainly focusing on casual clothing. We intend to establish the visions of
these store brands and cater to increasingly diversifying customer needs and
preferences, by opening new stores based on the characteristics of these store

brands, providing rich product lineups and carrying out winning sales activities.
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UNITED ARROWS (New)
@ From FYE March 2007,

begin opening stores, targeting a maximum of 24 stores

UNITED ARROWS
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A full-line lifestyle store based on the themes of “richness”
and “high quality” that satisfies a wide range of
customers including adults.
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in March 2006

23 stores BEAUTY&YOUTH UNITED ARROWS
From FYE March 2007,

begin opening stores, targeting a maximum of 48 stores
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scenarios for the next generation, based on the theme of
“beautiful minds and eternal youth.
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“There were 15 original-concept UNITED ARROWS stores, 11 new-concept UNITED ARROWS stores, and 11 BEAUTY&YOUTH UNITED ARROWS stores as of August 1, 2008.
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Developments and plans for fiscal year ending March 2009

In the fiscal year ending March 2009, we will continue to pursue our store
brand-based strategy. We aim to accelerate decision-making and plan and
execute business strategies based on the characteristics of our store brands,
by establishing separate business head offices for UNITED ARROWS and
BEAUTY&YOUTH UNITED ARROWS.

In product-related initiatives, we will carry out projects to increase sales
of mega-hit products of both businesses. The product and sales service
sections will team up to work on product planning, and by carrying out
related marketing and sales initiatives we will seek to strategically increase
sales and revenue. At the same time, we will seek to offer variety in our
stores, by regularly launching popular products such as those developed
through collaboration with companies operating in different sectors.

In sales-related initiatives, UNITED ARROWS will enhance the on-the-
job training it provides for staff in its stores, and carry out customer service
and marketing activities that make greater use of the information acquired
through the House Card Service,* and by doing so work to increase
customer numbers and improve customer satisfaction.

Meanwhile, BEAUTY&YOUTH UNITED ARROWS will strive to
further raise its business profile and increase its value, by means including

developing popular new products and running proactive advertising campaigns.

* House Card Service: A members’ card system in which customers collect points
based on their purchase amounts. The systems enables us to gather data on purchases
made by customers and provide services tailored to customers’ individual needs
through highly targeted distribution of e-mail magazines and similar means.

BEAUTY&YOUTH
UNITED ARROWS

FMIr7% TUAGH) ) : [B&Y UAID
76 LI, [45:55 | LB FiA 2

The long-term ratio of sales of UNITED ARROWS (New)
to BEAUTY&YOUTH UNITED ARROWS is expected to
be around 45:55

uniteo arrows UNITED ARROWS (New)
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SPA business providing a mix of products from multiple labels

Based on the “friendly & creative” concept, the united arrows green label
relaxing (GLR) business proposes a simple and high-quality world to
customers who seek for true enrichment in life and see fashion as only one
of their interests and one part of their lifestyle.

GLR offers a full range of fashionable clothing for both men and
women, including business suits, sporty casual wear and accessories. The
lineup also includes a rich variety of miscellaneous lifestyle goods, kids’

clothing and maternity wear.

Developments and plans for fiscal year ending March 2009

In the fiscal year ending March 2009, GLR will focus on strengthening
existing stores, improving store management and sales capabilities, and
preparing the environment to enable sales staff to concentrate on sales
activities. Through these initiatives GLR aims to increase its appeal to
customers. In a product planning and development initiative to be carried
out in GLR’s Women’s Section, GLR will also seek to increase sales and
customer numbers by developing products attuned with the characteristics
of each GLR store.

We closed GLR specialty stores “ODONATA green label relaxing” for
men and “FACADE GREEN green label relaxing” for women at the end of
July 2008. Our aim is to improve profitability over the medium term by

channeling their business resources to existing GLR stores.

TR—R Y= =N YST T
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Brand business—Handling CHROME HEARTS products

CHROME HEARTS is an American silver and leather brand established in
1988 by designer Richard Stark. In its leatherwear, silver accessories, jewelry,
furniture, personal items and others created based on the excellent
craftsmanship of the designer and infused with the spirit of breaking free
from tradition, CHROME HEARTS provides the essence of a world of
luxury and continues to win acclaim for its universal designs and the
perfection of its products.

UNITED ARROWS began handling CHROME HEARTS products at
UNITED ARROWS stores in 1992, and in 1997 opened an experimental
store named UTICA exclusively to handle CHROME HEARTS products.
Test marketing proved that CHROME HEARTS was more than just a
passing trend and led us to establish CHROME HEARTS as a new business
in 1999. Today, CHROME HEARTS is one of our main business pillars,
and we continue to provide an opportunity for customers in Japan to
experience the world of CHROME HEARTS based on our official licensing
agreement with CHROME HEARTS JAPAN, LTD.

Developments and plans in fiscal year ending March 2009

In the fiscal year ended March 2008, we decided to open new stores—in
Fukuoka and Nagoya—for the first time in three years, bringing the total
number of CHROME HEARTS stores to five. Also, in April 2008, we
renewed our flagship Tokyo store, adding furniture and lifestyle accessories
to the lineup alongside the previous range of silver and leather products, as a
new initiative for making the world of CHROME HEARTS available to
our customers.

Looking ahead, we will step up our promotional initiatives with a focus
on our Tokyo store, aiming to further increase customer loyalty to the
CHROME HEARTS brand. The new Fukuoka and Nagoya stores will seck
to raise the brand’s profile in their respective regions. Also, we aim to
increase our number of new customers by operating for the first time within

department stores or commercial facilities rather than as roadside stores.
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LEBEDFHH - Explanations of above pictures

We are actively developing new businesses as part of our Multibrand Strategy. UA
Labs are experimental businesses that allow us to test-market new business, while
Small Business Units (SBUs) are business groups that actively strive to open new
stores with the aim of becoming core business pillars of our company. We were

operating six SBUs and two UA Labs as of July 2008.
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Subsidiaries (as of July 31, 2008)
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FIGO CO., LTD.

FIGO CO., LTD. became part of UNITED ARROWS Group in November 2005.
FIGO CO., LTD. has exclusive domestic distribution rights for the Italian leather
accessories brand Felisi, as well as high-end men’s shoes brand Corthay from France.
The products are sold through 11 directly operated stores, as well as through

wholesale to specialty stores and department stores.

PERENNIAL UNITED ARROWS CO., LTD.

Established in August 2007, PERENNIAL UNITED ARROWS CO., LTD.
operates the FRANQUEENSENSE brand mainly targeting women in their 30s
and 40s.

FRANQUEENSENSE will pursue its business incorporating product planning,
production systems, inventory control and so forth similar to apparel companies,
and also incorporate the customer-oriented store management expertise of

UNITED ARROWS Group.

COEN CO,, LTD.

will avail of the general trading company’s stable production capabilities, while

; Zzz;;i 1 ::'/ i:virll](e‘llf::jn 2008 £S5 HICHZ L L -2 —= 3, =2a— b F=—4, v b Established in May 2008, COEN CO., LTD. operates the COEN brand of men’s
1 2 3 4 b drdn O e ()Zilc UMD ARROWS GG T, BL 2 b ay P T - R — © % - B % 5 and women’s casual clothing targeting the new basic trend-conscious market, using
4 Fouo DRAWER FAyw CEDH T y e . the customer service and product development capabilities that we have acquired as
#;‘x’ﬁ- ¢ SOUNDS GOOD LEAZR G4XYROART 2T VY 2T T3 Y F [ooen (2= )] aselect shop.
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xRV ) ; a .
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Outlet stores
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Liquor,woman&tears

UNITED ARROWS outlet stores are primarily situated in suburban or rural
outlet malls such as GOTEMBA PREMIUM OUTLETS in Shizuoka Prefecture
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24O Outline of new subsidiaries

establishing a quick-response system for product supply and a supply chain
operations system. Through these initiatives COEN aims to achieve high
productivity and profitability.

s R, Witk B2+ 4 7 v F71r—2100%. ‘Both companies are wholly owned by UNITED ARROWS LTD.

a4 Company name

HREH AV =7 244 79 F 7 0—2 PERENNIAL UNITED ARROWS CO, LTD.
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B 72~ F Brand

FRANQUEENSENSE (75> 279 4 =¥+t v R)

COEN (2—x=v)

a7 =4y b Key customer targets

FAADEEE LTOBRDERTEL L No particular age group. Focus is on taste rather thanage 20X HIH:~30/CH 4 Early 20s to late 30s age group
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. N } and MITSUT OUTLET PARK Truma in Saitama Prefecture. oadside stores, fashion-oriented shopping complexes, railway station retail centers, etc. in major cities ~ Large shopping complexes in suburban and rural areas
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These outlets help us sell inventory not sold in the past year, and sales s E A Store size A v ¥ ay 720~408E, IAESORE T 60FERTE (—E/NIEDHE D v )
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activities here are based on strategic decisions made on product selection, price

Stores in complexes: Around 70-130m?% Roadside stores: Around 165m?  Around 200m? (also some smaller stores)

gr‘g‘ s ;ﬂ*?‘%ﬁ E,‘J [ Zﬁ'ﬂ:-a. ) ?&%‘U s }‘E v HJUY ?&l‘ N P:ﬁ*joDigi\ Pé'ﬁuﬁ':ﬁﬁ’l‘% setting and merchandising schedules. FE&HY 7 b JEE SRR Projected annual sales per store 2~4{EH ¥200-400 million 1 ~1.36&M ¥100-130 million
RIARAORIE L v o IR e BERED b Lo, WEeihE % From the fiscal year ended March 2008, we have been working to ensure A P A A No. of annual store openings 6 ~ 10/ 4 6-10 stores 2405 fhwi 1% Around 24 stores
TV, strong gross profit by selling inventory more quickly, taking steps such as e S— vx7 : HREFHEE  Apparel: Miscellaneous goods 80 : 20 w7 IREMEE  Apparel: Miscellaneous goods 90: 10

2008 4 3 Hifi» 613, Z o v—jEdfiics U 2o rn—t 5 —

transferring slow-selling inventory during the term at regular stores to outlet

A Y Y F w4l fEA Private label brands: Purchased brands 80 & 20

) PF v fEA Private label brands: Purchased brands 100 ¢ 0

stores, and flexibly transferring inventory between regular stores and outlet stores 7 V&= Coats 39,000~300,000M yen 7 v R— Coats 9,000~19,000M yen

HEEOT7 T vy b~NOBH), t—wvEEIIL 5 7o —EaHL durine bareain ol Koz Dresses 19,000~ 68000/ yen Lk v b Jackets 7,000~ 14,0001 yen
. “ . uring bargain sales. o _ N . =v b Knitwear 11,000~ 48,000F] yen =v b Knitwear 3,800~ 8500 yen

oﬁﬁﬁ@fﬂjﬁ%@] ;4"? %%iﬂ E"J C?T RN $/E\H@?£F£“%'ﬂj [ e ) SN TIARTA Y Pricerange A — b Skirts 15,000~ 45,000 ven AV A Cut and sewn tops 1,900~ 6,600F yen
R =} - D R4 Trousers 17,000~ 48,000/ yen P4 Shirts 3,800~ 7,600/ ven
)L‘J:“‘L\ﬂJZﬁ@ﬁE{* é’ E *E‘ L 7; EX*H& %1}%1% L Te i Ta Tty — Accessories 9,800~ 48,000F yen Ny Trousers 5,700~11,000F] ven

2t 21D EA A — 2 Future growth outlook for new subsidiaries

7o ke Net sales R Ordinary income
20094 3 A #j FYE March 2009 8 M ¥800 million A8 EM ¥(800) million
20104 3 H#f FYE March 2010 30fE M ~60fZ 1 ¥3 -6 billion A2 EAGE~A 4 EM ¥(200) — (400) million
20114 3 At FYE March 2011 50fEM~90f&M  ¥5-9 billion A1 M~ + 8 ¥(100)— 800 million
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OEM products (products manufactured by other companies and sold under our brand names) are included in purchased brands.

MrnLn— XA Xy BELLT VA — v ==  &T AT — R AR DRER LA 100% D120 A5,
CHROME HEARTS, Cath Kidston, TOKISHIRAZU and Liquor,woman&etears are not included since those products are
entirely composed of purchased brands.
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Sales Data (Non-consolidated, FYE March 2008)
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Each of our businesses operates within fashion-oriented shopping complexes,

regional cities. The pr

department stores, and so forth, in the commercial areas of central Tokyo and large

ortion is as follows: Fashion-oriented shopping complexes:

department stores: roadside stores=6:2:2.
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Net sales

Ordinary income

Net income

Net income per share (yen)

Return on equity (ROE) (%)

Return on assets (ROA) (%)

Total assets

Net assets

Shareholders’ equity ratio (%)
Number of shares issued at term end
Number of own shares at term end (Non-consolidated)
Net assets per share (yen)

Dividends per share (yen)

Total asset turnover

Inventory turnover

Current ratio (%)

Fixed asset ratio (%)

Capital expenditure

Depreciation

Number of stores (Non-consolidated)
Average sales floor space (Non-consolidated, m?)

Average number of employees (Non-consolidated)

¥53,813 ¥60,959
7,639 7,337
4,076 3,511
183.99 84.98
28.0 21.8

21.6 20.0
35,334 38,132
14,565 17,635
41.2 46.2
23,850,000 47,700,000
3,235,454 6,333,442
702.65 426.33

20.00 10.00
L5 1.6
23 22

150.0 141.0

82.1 83.0

1,250 2,389
557 642

79 104
20,344.0 22,213.5
1,181 1,284

¥72,221
5,017
3,800
90.59
18.8
123
43,362
22,711
52.4
47,700,000
5,491,687
538.09
25.00
1.7

23
135.5
70.8
2,954
883

128
27,453.5
1,623

$720,847
50,079
37,928
0.90

(in U.S. dollars)

432,803
226,687

5.37

(in U.S. dollars)

0.25
(in U.S. doilzrs)

29,489
8,823

%1 200683 HHEI L b, A 2RA L £ LT,

Note 1: UNITED ARROWS Group started to adopt consolidated accounting from the fiscal year ended March 2006.
%2 2006F4H 2, HEkX 1 RO S 2RDOBE THRAGEI 2TV LT,

Note 2: Common stock was split two for one in April 2006.

X3 FovEirsiL, 200843 H3IHBAED 1 Fv¥100.19%X—2 kL LTV E T,
Note 3: Calculations are based on the exchange rate of US$1=¥100.19 (as of March 31, 2008).
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Net sales/Sales growth ratio
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Analysis of business environment

In the fiscal year ended March 2008, the Japanese economy generally
experienced a moderate recovery, underpinned by improvements in
corporate profits. However, consumer uncertainty increased as a result of
factors such as rising prices accompanying sharp increases in the price of
crude oil, higher taxes due to the abolition of the fixed-rate tax cuts, and
financial instability triggered by the sub-prime problem in the United States.
The operating environment in the retail industry—in sectors such as apparel
to which UNITED ARROWS Group belongs—became extremely severe,
due to a slowdown in consumer spending on apparel as a result of the factors
noted above, unseasonable weather with a warm fall, and other factors.

Analysis of business results

(1) Ahalysis of operating results for fiscal year ended March 2008
Consolidated net sales were ¥72,221 million, an increase of 18.5% from the
previous fiscal year, and same store sales at UNITED ARROWS LTD.
increased 1.1%. Consolidated gross profit increased 11.5% to ¥36,891
million, but gross profit margin decreased 3.2 percentage points to 51.1%
due to expanding the sales mix, recording a valuation loss on products,
accounting for product disposal costs, and other factors. Selling, general and
administrative expenses increased 24.3% to ¥31,960 million, reflecting
increases in Product Division personnel, new hires and the opening of new
stores targeting medium- to long-term growth, and the conversion of part-
time staff to permanent positions mainly with the objective of strengthening
our sales abilities.

As a result of the above, consolidated ordinary income decreased 31.6%
to ¥5,017 million. In extraordinary income and loss, we recorded
extraordinary income of ¥2,538 million pertaining to gains from the sale of
part of our land and buildings for business use in the fiscal year under
review as part of strategy to enable flexibility in store network development,
and extraordinary loss of ¥409 million due to factors including recording of
impairment losses on stores. As a result, net income increased 8.2% to
¥3,800 million.

(2) Forecasts for fiscal year ending March 2009

We intend to work to raise corporate value by carrying out policies and
opening stores in accordance with the growth stage of cach of our group
companies and businesses.

We are endeavoring to develop our operating base by curtailing the
number of new store openings compared to the previous fiscal year, based
on the themes of strengthening human resource development and
expanding business in line with our growth and developing and
appropriately operating core business (product and sales services) operations.
Our subsidiary FIGO CO., LTD. has 11 directly operated stores, and aims
to steadily grow its business. In addition, PERENNIAL UNITED
ARROWS CO., LTD. and COEN CO., LTD. will open stores, aiming to
contribute to the group’s medium-term business expansion. We expect to
open three new stores under the FRANQUEENSENSE store brand
operated by PERENNIAL UNITED ARROWS CO., LTD. and 16 new
stores under the COEN store brand operated by COEN CO., LTD.

For the year ending March 31, 2009, we forecast consolidated net sales of
¥83,929 million, an increase of 16.2% compared to the previous fiscal year.
However, we expect consolidated ordinary income to decrease 15.2% to
¥4,254 million, and consolidated net income to decrease 52.0% to ¥1,822
million, as a result of upfront investment for the opening of new stores, such
as at PERENNIAL UNITED ARROWS CO., LTD. and COEN CO., LTD.

[HHIRER 58 b R 2 )

Net income/Net income margin

A 2

(EHM Net in)cin‘n,e ‘
(%) million yen) ?Cﬁr:‘fcffﬁjﬂ W (%)
20 5,000 10

4,000 s 3800 §
15 ' R TV

3,000 6
10

2,000 4
° 1,000 2

FY2006  FY2007  FY2008

W BCIRBE RS 3 2 a7 it
(&R, Al & CHEEDOIRN (20084 3 HIARBIfE)
D&

VR, BDEAESTHEERICHNT16.2%N L., 27,2835 M &
gl THEFEL L TEREACEC, R HEE2,785E M
EMLIzZ L. RINAEHSS7TE MMM &L &7,

[EEE L. AERAETHEER I T7% M L. 16,0785 M &
oL, ZhidFEr L THESC LY G-EEEEH» 4275 7 HEM
L2 e, RIAZEAGEED 7645 MLz L5 s v 2,

CDFER, G E G AER AT RICIENT13.7%800 L. 43,362
HHHEE LY L1,

@Ak

RENA R, RS RFHEERICIENT, 21.0%30 L 20,1405 S &
Y F L, SHRFELLTHEHBASOEMZL2 8D TT,

FEE AR, ADEREEFHEER I~ T86.7% A L. 5100 HH & %
DL, TNEELLTENBAZORFIZLZ28DTT,

ZOFER. AMRATHEITERSFHEER I TO0.8% MM L. 20,650
HHMEY L1,

©) -7

MEEATHL. FRESATHEE R ~NT28.8%EM L, 22,7115 M
L h F Ui, FELRBEMERNE SIS 273,800H HH - 72 2 & %,
PO LIC L ) HOHAP 1L,676E A LIz 2 L5 s v 2,

2)F%rvya - 7a—0RH (20084 3 HEARHSLE)

W FESFHERE R IZ T A HEROBERSY LT &4 Lvd) ik,
S AFHEE R I~ 4 F MMM L. Sl ASFHEER . 2,975
HHMEELRY LT
OFEEH I 2XF vy a2 - 70—

BREEHOEIE © NIEEI456H M (kS SFHERE H74.6%1%)
Ehh F Uiz, WADT R NIRE, Bl S YR 286,815 6 JiH.
Z DAbIRE) A & DR INAHS48 1 3 & GRS 5889 HHTH v .
FHOELNRI, - L EHEEOMINER,785H . FE L&A
6041 JiM % & B ABIZE D R H0EH3,291 EH TM T

OBBEFEIL2F vy o 7u—

PBEH OFEFEH L 728139465 T (RRERSSEHERELE77.5% 18%)
R0 3Lz, THRBFCHIRAE S & SRS S ATREEE R DL
52,4450 iM% & CEMZEAGGEE OMIN764H TSR H -T2 b DD,
HIEEEEDOFEHNC & 2INAHD3,098H i H -2 LEHEIZL28DT
7.

OWMBFEI-L 2% vy o 7u—

MBEE OFERG 6 NI-ER134936 HH (EASREHEEI2,281H 1
Mos) Ly i Lk, ZHECHRIAIC & 2I0A3,039E iM%
& OB A B OAMIEINA2,8005 T H - 72 b DD, EHfEASDK
Fio L 23,6206 M. HOKA ORI & 23 H1,0006 HH» 5 -
I EEIZLBLDTT,

REZS=VRUESY GEAREIE = by S PaE A<y

Net income per share/Net assets per share

TR 7o 2 TR 2

Net income per share
(11 yen) 10K 7 0 4l KR

Net assets per share

HC A% (ROE)

Return on equity

Return on assets

[HCE AR (ROE) ~ HHE AR A (ROA)]

Return on equity/Return on assets

(0p) — FEHEREFFIEH (ROA)

800 40
702,65

600 — 53809 30 280

42633 a6 28
400 - 20

200

200 18399 — 10

8498 9059

FY2006  FY2007  FY2008

FY2006  FY2007  FY2008

Analysis of financial position

(1) Assets, liabilities and net assets (as of March 31, 2008)

1. Assets
Current assets increased 16.2% from March 31, 2007 to ¥27,283
million. This was mainly due to an increase of ¥2,785 million in
inventory and an increase of ¥587 million in accounts receivable as
business expanded.

Noncurrent assets increased 9.7% from March 31, 2007 to ¥16,078
million. This was primarily attributable to an increase of ¥427 million
in tangible noncurrent assets and an increase of ¥764 million in
guarantees deposited as store openings increased.

As a result, total assets increased 13.7% from March 31, 2007 to
¥43,362 million.

Liabilities
Current liabilities increased 21.0% from March 31, 2007 to ¥20,140
million. This was largely as a result of an increase in short-

N

term loans payable.

Noncurrent liabilities decreased 86.7% from March 31, 2007 to
¥510 million. This was mainly due to the repayment of long-term
loans payable.

As a result, total liabilities increased 0.8% from March 31, 2007 to
¥20,650 million.

. Net assets
Net assets increased 28.8% from March 31, 2007 to ¥22,711 million.
The main factors behind this increase were recording of net income of

IS8

¥3,800 million for the period and a decrease of ¥1,676 in treasury stock
due to disposal.

(2) Cash flow (as of March 31, 2008)

Cash and cash equivalents (“cash”) increased ¥4 million from March
31, 2007 to ¥2,975 million.
. Cash flow from operating activities

Cash flow provided by operating activities was ¥456 million, a decrease
of 74.6% from the previous fiscal year. Major inflows included net

income before taxes of ¥6,815 million, an increase of ¥548 million in
other current liabilities, and depreciation expenses of ¥889 million.
Major outflows included an increase of ¥2,785 million in inventories,
an increase of ¥604 million in accounts receivable, and payment of
income taxes of ¥3,291 million.

N

Cash flow from investing activities

Cash flow used in investing activities was ¥946 million, a decrease of
77.5% from the previous fiscal year. This was mainly attributable to the
purchase of tangible noncurrent assets of ¥2,445 million and guarantees
deposited of ¥764 in line with new store openings and renovations,
which offset inflows of ¥3,098 million from the sale of tangible
noncurrent assets.

=

Cash flow from financing activities

Cash flow provided by financing activities was ¥493 million, compared
to cash flow of ¥2,281 used in financing activities in the previous fiscal
year. Inflow of ¥3,039 million from disposal of treasury stock and a net
increase of ¥2,800 in short-term loans payable offset outflow of ¥3,620
million for repayment of long-term loans payable and ¥1,000 million
for purchase of treasury stock.

[IHRSP0RES & 4]

Dividends per share/Payout ratio*
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* Common stock was split two for one in April 2006.
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Basic policy on profit distribution

Our basic policy regarding profit distribution is to return profits to our
shareholders by increasing dividend payments and carrying out stock splits,
share buybacks and share retirements, based on the recognition that
maximizing shareholder value is a matter of great importance for our
management. We also intend to enhance our reputation in the stock market
and maximize market capitalization in order to increase shareholder value.

In addition, we will pay careful attention to ensure a balance in making
investments to open new stores, making capital investments to ensure future
growth, and retaining earnings as required, while taking into account our
operating environment and business performance. We will also endeavor to
improve returns to shareholders, with due consideration given to profit
levels and the dividend payout ratio.

Based on this policy, the annual dividend per share for the fiscal year
ended March 2008 was ¥25, and the consolidated dividend payout ratio was
27.6%. For the fiscal year ending March 2009, we plan to pay an annual
dividend per share of ¥25, which we project will represent a consolidated

dividend payout ratio of 58.6%.

Business risks

(1) Domestic market conditions
As our group operates only in Japan, sales conditions could fluctuate due
to changes in consumer behavior caused by Japanese economic
conditions, population trends, weather factors and so forth.

(2) Failure of debt collection
Most of our group’s stores are leased and in some cases deposits have been
paid. The balance of guarantee deposits as of March 31, 2008 was ¥5,593
million, which accounts for 12.9% of total assets. Furthermore, many of
our stores are located in shopping centers or other commercial facilities,
and some failure to collect debt could occur and exert a negative influence
on our business performance, due to financial difficulties arising at the
commercial facilities or those renting out the stores.

(3) Natural disasters, accidents, etc.
Our group’s stores are mostly in large cities, and product distribution
centers and business head office functions are centralized in the Tokyo
metropolitan area. If major disasters or accidents occur in these areas, our
operations could be influenced, exerting a negative impact on our
business performance.

(4) Customer information
Although we pay careful attention to the handling of customer
information, a large amount of customer information is handled at our
stores and the inadvertent disclosure of such information could devalue
the group’s brand image and negatively impact business performance.

(5) Dependency on limited sourcing areas
Our group purchases products from all over the world, particularly Asia.
Our business performance could be affected by difficulty in product
procurement caused by political situations, economic fluctuations, war or
terrorist attacks, natural disasters and so forth.

(6) Influence of foreign exchange
As part of payment for imported products is settled in foreign currencies,
business performance could be affected by extreme fluctuations in foreign
exchange rates.

(7) Licensing agreements
Licensing agreements are signed with CHROME HEARTS JAPAN,
LTD. regarding handling of CHROME HEARTS products. Although
minimum purchase amounts are decided depending on future growth
strategies, slower-than-expected growth could exert a negative impact on
our business performance. Agreements cover periods of several years, and
the failure to extend these agreements could also affect our
business performance.

(8) Product and quality control
If customers are injured due to dangerous objects becoming incorporated
in our products and not being detected in inspections, it could damage
the reputation of the UNITED ARROWS Group and exert a negative
impact on our business performance. Furthermore, if we violate any of
the laws or regulations relating to product labeling by providing
misleading representation, it could devalue our brand image. In the past,
we have received two orders to cease and desist from the Japan Fair Trade
Commission with regard to violation of the Law for Preventing
Unjustifiable Lagniappes and Misleading Representation, and the receipt
of similar orders could damage our reputation and exert a negative impact
on our business performance.

PR R ()]

Average number of employees (Non-consolidated)
W AFATFYRTR—R W) == Y5y
UNITED ARROWS green label relaxing

(A persons) ™8 ZRAN— S.B.U.KUUAZH
CHROME HEARTS SBU and UA Labs

FY2006  FY2007  FY2008

2—FKv—} HoNF A

Corporate Governance

HEARNTE 2 )

Wt ik, [HRMMfE) [HEERME] THG et ] [t ifE] M3
M) &5 S ODMEAE IS & v, #EDOARE L THRDAER - LD
M ECEML T L EREBOEATHTH S [REIE] BT THY,
SREEB I LREHE G A 2 0RBIIED TV T, 2008F 4 Hizik, [K
RG] OFRZ2HIETROCEDL I BRLHP YT, FDL I BiFEiz LT
(~NahwFzLE TEHESH 25EL & L1

Il BHBREOMEE, et r s a2 ET 2 L L b,
WA RAERY 24 29 — 12, MBI, BRRCIREELEEY 2 2 L 2 ER
BROIEATEE LT h., ZHER (7FY 2 b - HARER) 11 OHM
SOEMFMER, HUGE LB S fE T, BRI ER SO 2 — VEEE,
AL IRGEE 2175 2 L T, REXEOBHEDM LIBT3 T,

2—HKLr— b - HF T RE

Wkt T EE L PGRRHO®E L EHE OV TOREX R AL L T,
eSS 2 ERIH 1B L T 213 . BECIE U T ERREGE 4 2 B L
Twid. DEEESCBINT 2 EER4 BRI N THAAEERTH O, D%
DR ITH & OBRRE BT 2B P BEEL TV 7,

720 WA TIE20084F7 H 1 H & W HUTHEHIE 2 EA L, 250 HE 7 3
T3 L E bz, DS ICH 0 2 BA0VE LEREEEzRILL TV 24,

BE T 2 EEHEEIC LTI, FRlCHITRE S & LM E &S T
PR RAT ) [RESH] ST nFRy R TS S R A L L
Twid, kb, BESKCIOVTOEERNIEE L, BEREIZE T 2k
PERERLTO T,

Basic policy

UNITED ARROWS LTD. has established the Philosophy of UNITED
ARROWS as its basic management policy for contributing to raising the
standards of Japanese lifestyle and culture, by creating five types of value—
value for customers, employees, business partners, society and
sharcholders—and management is working to ensure that this philosophy
guides the behavior and actions of all employees. In April 2008, we
formulated the UNITED ARROWS Group Code of Conduct to indicate
how employees should think and act in order to achieve the Philosophy of
UNITED ARROWS.

We will develop frameworks for improving the efficiency and soundness of
management, and have decided as our basic policy on information
disclosure that we will always disclose information fairly, in a timely manner,
and on an ongoing and proactive basis. We will work to maintain high
standards of management transparency, by carrying out a proactive IR
program that includes holding regular meetings for analysts, institutional
investors and individual investors, publishing monthly sales figures and
various reports, and providing diverse disclosure materials on a timely basis
by email and other means.

Corporate governance framework

UNITED ARROWS LTD. has the Board of Directors as a venue for
discussion of important matters to be resolved and for receipt of reports on
business performance and other matters. The Board of Directors holds
regular monthly meetings, and also holds extraordinary meetings as
required. The four corporate auditors, which participate in meetings of the
Board of Directors, are all outside corporate auditors. The corporate
auditors oversee the appropriateness of business execution and decision-
making by directors.

Furthermore, we introduced an executive officer system on July 1, 2008,
aiming to achieve prompt execution of business operations and to
strengthen oversight of decision-making at the Board of Directors.

The Management Committee is a venue for executive officers and
representatives of related business divisions to have discussions in advance
on important matters pertaining to management, and following extensive
deliberation, to make proposals to the Board of Directors. Corporate
auditors also attend meetings of the Management Committee, and oversee
the appropriateness of its decision-making.

W=—Fv— - FoF o2kl (20084FE7H1HBE) Corporate governance framework (as of July 1, 2008)
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BRI

FY2007 FY2008
Consolidated Balance Sheets
B i Mt (%) FUSE»
As of March 31 Millionyen Milongen - Feendgsofioal - fhos
(&EEDH) Assets
B B RE Current assets
RERUTHESE Cash and deposits ¥ 3,091 $ 31,075
Fetih Accounts receivable-trade 243 2,868
Fo I EE Inventories 14,258 170,116
ER NS Accounts receivable-other 4,527 51,045
MR B Deferred tax assets 1,018 13,978
Z DA Other 343 3,274
I E kA Allowance for doubtful accounts 3) (37)
B A Total current assets 23,478 272,321
[E7E & 7 Noncurrent assets
B E B RE Property, plant and equipment
W K O REEEY) Buildings and structures 4,431 49,791
+ 3 Land 1,077 5,688
TR E Construction in progfess 93 2,543
Z Ofily Other 708 9,243
B E G RE A G Total property, plant and equipment 6,312 67,266
TN E 7 Intangible assets
DA Goodwill 1,116 7,962
Zofh Other 1,824 21,365
TR E G i A5t Total intangible assets 2,941 29,328
W& 2 oo B Investments and other assets
R ARGES: Guarantee deposits 4,828 55,824
WL Deferred tax assets 145 2,357
z o1t Other 427 5,705
%% 2 DO EEATT Total investments and other assets 5,401 63,887
[i6]E ¥ 7 AT Total noncurrent assets 14,654 160,482
BREATR Total assets ¥38,132 $432,803

FY2007 FY2008
i il L (%) FUSF
As of March 31 Millonyen Millonyen  Pereenagsofioal - Thowand
(B D) Liabilities
EN A Current liabilities
KINF R O EHH S Notes and accounts payable-trade ¥ 7,203 $ 72,947
1 ELINIEE T7E D4 fif Current portion of bonds 10 —
HHIEAS Short-term loans payable 1,000 37,927
1 ELINIEE T EDEMMEAS  Current portion of long-term loans payable 3,620 32,608
ES N Accounts payable-other 2,203 24,774
E X INC YN Income taxes payable 1,693 19,324
H551 44 Provision for bonuses 659 8,506
ZDfty Other 256 4,931
REABAR Total current liabilities 16,646 201,019
[&7E A i Noncurrent liabilities
EHEASE Long-term loans payable 3,616 3,483
e ERI R 555 | 44 Provision for directors retirement benefits 154 1,541
Z Ofi Orther 80 71
FHEakEes: Total noncurrent liabilities 3,850 5,096
AfEaE Total liabilities 20,496 206,116
(R EE D) Net assets
HRERA Sharcholders’ equity
BARGE Capital stock 3,030 30,242
BARE R & Capital surplus 4,095 44,496
F 550 R Retained earnings 20,640 236,761
H oK Treasury stock (10,117) (84,250)
HEEEARAE Total shareholders’ equity 17,648 227,249
FRAm - 5 A Valuation and translation adjustments
MRIE~N » RS Deferred gains or losses on hedges (12) (562)
S - B EARS A Total valuation and translation adjustments (12) (562)
MG AR Total net assets 17,635 226,687
AR AT Total liabilities and net assets ¥38,132 $432,803
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Consolidated Statements of Cash Flows

Years Ended March 31

FY2007 FY2008
i i FUS K0
Nillayen Ml 340

EREEE LA Xy v 7 —

Cash flows from operating activities

i S R i X4 ARG 2 Income before income taxes ¥6,224
Tkl B 40 2 Depreciation 648
IR [ R A AR Depreciation of intangible assets 148
23 IR - I Amortization of long-term prepaid expenses 66
TR IR Impairment loss 123
DN AEHE Amortization of goodwill 319
HE551 %50 8N4 Increase (decrease) in provision for bonuses 179
SR, Interest expenses 79
I E B FEFeHI 4 Gain on sales of property, plant and equipment (6)
A E B RE kR HIE Loss on retirement of property, plant and equipment 241
% | ffHE O BE N Increase in notes receivable (973)
7= T VG E O B INAR Increase in inventories (3,298)
Z D iR EN & #E D S hNAE Increase in other current assets (59)
A OB AR Increase in purchase liabilities 1,722
Z D RE) & O B INE (AT ER) Increase (decrease) in other current liabilites (158)
2 DALIEE A% ORI (A WD ER) Increase (decrease) in other noncurrent liabilities 5
HEHE O Bonus paid to directors (82)
ZDfth Other 76
INEF Subtotal 5,255
FLE I OB % % 2R Interest and dividends income received 2
FLE DX INEH Interest expenses paid (83)
[EINIEAOFE N Income taxes paid (3,373)
BEEHHIILI2X Yy a2 7u— Net cash provided by operating activities 1,801
R L 2¥ vy a2 - 7u— Cash flows from investment activities
EMATES DTEAL & 5 K Payments into time deposits (18)
HIEEEGRE DA & 5 ILA Proceeds from sales of property, plant and equipment 12
BB EEEORIRIZ & 2% Purchase of property, plant and equipment (1,718
IETIE & G RE DBUS - & B 37 Purchase of intangible assets (1,389
BN E A OIS & 5 3 Purchase of long-term prepaid expenses (127
B2 ARGE S D B4R Increase in guarantee deposits (855
2 Df%E OWAFH (A3EIN%R) Decrease (increase) in other investments (101
BEEH-Lsxrv o 7u— Net cash used in investment activities (4,198
MHBEE- L2 ¥ vy o 7n— Cash flows from financing activities
FHAE A <8 D AR Net increase/net decrease in short-term loans payable (1,010
RHIfEAZOMBANI L 2IA Proceeds from increase in long-term loans payable 3,000
EHIBAS ORI & 23 Repayment of long-term loans payable (3,917)
HEOEEC L 5% Redemption of bonds (10)
HOHAOHF T & 2% Purchase of treasury stock 1)
HOHRROHMIC & 2 A Proceeds from sales of treasury stock 88
fic 24 4 D S HLER Cash dividends paid (431
MmN s¥ vy e - 7u— Net cash provided by (used in) financing activities (2,281
B T OGRS A B IR 240 Effect of exchange rate change on cash and cash equivalents (0
B& K O BB O WA (AW E) Increase (decrease) in cash and cash equivalents (4,678

\$ ,\:t = 32 _;. P %
A R S FY2007 FY2008
Consolidated Statements of Income
"M HIiM HRRCEL (%) FUSFw
Years Ended March 31 Million yen Million yen Percentzo;;:)Of[O[al [}l‘ }Sloifﬁi;i
7o Net sales ¥60,959 $720,847
5 L Cost of sales 27,887 352,632
5 LA Gross profi 3307 368,214
WRFEE N N — S P g Selling, general and administrative expenses 25,721 319,002
A Operating income 7,350 9,12
NI Non-operating income 187 2,342
ZEUR) A Interest income 2 78
EEILA Rent income 108 656
LIREIE Foreign exchange gains — 303
HAZB| Purchase discounts — 291
2 of Other 75 1,013
N EH Non-operating expenses 200 1,475
FIFE Interest expenses 79 699
EEHH Rent expenses 102 669
Fe Donations 0 0
Z Dt Other 18 106
G Ordinary income 7,337 50,079
R 3$ Extraordinary income 6 25,975
EE G I Gain on sales of noncurrent assets 6 25,332
Z D1t Other — 642
HRIiE Extraordinary loss 1,119 8,024
[EE B RERRHIE Loss on retirement of noncurrent assets 416 3,191
4 S AR R Valuation loss on goods 540 —
g Impairment loss 123 4,090
Z At Other 38 742
T & 45 R i 4 B 2% Income before income taxes 6,224 68,030
HBARE, FRBIA O HEERE  [ncome taxes-current 3,203 34,515
VNS5 T Income taxes-deferred (490) (4,413)
WA 26 Net income ¥ 3,511 $ 37,928
HERTEASLHHES
Consolidated Statements of Changes in Net Assets
(2007/F 4 H 1 B 6200843 H31A £ ©) (from Apil 1, 2007 to March 31, 2008) B Million yen
FUSF» Thousand U.S. dollars
PREBA A - A
Sharcholders equity Vilation and raluon| gy i e A
ke RRRE RMERse oomd | REEE RERST
Capital stock Capital surplus | Retained camings | Treasurystock | 1% ﬂ:;‘:f[l;"lde's' Defered %jeigfs:; e
- ¥3,030 ¥4,095 ¥20,640 ¥(10,117) ¥17,648 ¥(12) ¥17,635
20074 3H 31 B Bilance s of M 31,2007 §30243 | $40.872 | $206.009 | $(100,978)| $176,145 |  $(120)| $176,016
SEFESFHERE th O A 4R Change during the term
w . (719) (719) (719)
ASEORS Dividends (7,176) (7,176) (7,176)
W . 3,800 3,800 3,800
“AiE Netincome 37,928 37,928 37,928
. (1,000) (1,000) (1,000)
HEXomE Purchase of treasury stock (9,981) (9,981) (9,981)
) 362 2,677 3,039 3,039
B0y Disposal of treasury stock 3,613 26,719 30.332 30,332
HERARLINFOEH OHEE  Nec change in items other than (43) (43)
SFHEEh OZEER (M&)  sharcholders equity (429) (429)
N = e 2 ) 362 3,080 1,676 5,119 (43) 5,075
RS FHEE R OTEAAA S Towl change during the term 3,613 30)742 16728 51,093 (429) 50,654
N ¥3,030 ¥4,458 | ¥23,721 ¥(8,441) | ¥22,768 ¥(56)|  ¥22,711
20083131 HF%ih Balance s of March 31, 2008 $30.043 | 844495 | $236760 | $(84.250)| $227.248 | $(559)|  $226,679

Bl K O BRI O W B

Cash and cash equivalents at beginning of term

B K OB RS O WA

Cash and cash equivalents at end of term

$68,030
8,878
2,218
838
4,090
3,185
1,926
699
(25,332)
2,318
(6,036)
(27,806)
(99)
1,047
5,479
(732)
(656)
38,049
78
(714)
(32,852)
4,559

(177)
30,927
(24,405
(4,877
(3,187

)
)
)
(7,630)
)
)

27,946
(36,131)
(99)
(9,982)
30,337
(7,142)
4,927

40
29,656
$29,696
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Directors

B B Osamu Shigematsu

LE£AHE% A Chairman and CEO

W14 7y F7u—2XDRI%EE. 20044F 6 AREMIIRAR ML, BEGREEHS, ARSEERR, PR
WREE T8 L ORIE 21T 5 3 h, HLKE L L TCSRIGHOHMEZ X 2.

Founder of UNITED ARROWS LTD. Since becoming Chairman and CEO in June 2004, Osamu Shigematsu has been
overseeing implementation of the corporate philosophy, basic business strategies, and medium to long-term business policies, as
well as serving as the corporate officer responsible for CSR initiatives.

EYETEE Tecsuya Iwaki

REIFEALE President and COO

20044F 6 A RERIGRE AL R b, 3T 6F, AP SR, HAREEREE RHE O RIS 217 5. 20094 3 I,
Weoe g BT 2l A 2 i EEAE L L6 2. 20MLERS,

Since becoming President and COO in June 2004, Tetsuya Iwaki has been directing business policies, offering guidance to each
of the business departments, and supervising annual business plans. He positions sales and product initiatives as the priority
issues for the fiscal year ending March 2009 and intends to work to strengthen these areas.

AR #E Akira Hitomi

AR A SR A A R

Director/Executive Vice President/Business Supcr\'isor/Gcncml Manager, Merchandise Supporting Division

R K WAL 3

P, o, ER SR O SBEER. 20094 3 AEIEMDSHF I L, EB DL - n[Hific L b MD
FEDH L2 2Mm T2y b7+ — LA OMELHAEL. T u c—pgf OMLHRm L, EREEY BT,

Director responsible for the merchandizing, sales service and operations support divisions. In the fiscal year ending March
2009, Akira Hitomi intends to focus on overhauling merchandizing, seeking to develop a product platform for improving the
accuracy of merchandizing by standardizing operations and improving visualization, increasing the final sales ratio at regular
stores, and reducing inventory.

TEE 3 Hideki Kato
kGt I EBIITRE BRERRBRRBALE F—7 - 75 v=v2 - 7 44—

Director/Executive Vice President/General Manager, Management Development Division/Chief Planning Officer

IR% & RS FRAM O LR, PR % W 2 o Bl G LYER 2175 2 & Taifim L2 Bi5
T, /20 FY—L 7S VDRENPCFETETO2—7 44— FE2ITV, ZOFEBHBEZ X2,

Director responsible for the Management Development Division, including IR. Hideki Kato aims to increase corporate value
by designing and implementing business plans from a medium to long-term perspective. He will be the driving force behind
Dream Plan 2011, coordinating all stages of this project from formulation through to implementation.

/MR IEE2  Masami Koizumi

IR M HEBRATIRE EBAT AT Director/Executive Vice President /General Manager, Administration Division

AN, BOBREEL, W%, BB M IGRER. 20094 3 HIE, APl WM. BOHEE B0 5 AL
iz, UAZ v —7 QM4 5 £ IRED | J-SOXBEMIED oD S 6k b2y 754 7 v ALl £
GG

Director responsible for the human resource, finance and accounting, general affairs and legal divisions. In the fiscal year
ending March 2009, Masami Koizumi intends to mainly focus on reforming areas of the personnel system including
evaluation, remuneration and training, while also seeking to reinforce the group’s operating base from a financial perspective
and further strengthening compliance to meet the requirements of J-SOX.

/fi\ *j: *E% E (20084 3 AH31HHEAE  As of March 31, 2008)

Corporate data

[ 5 A&t 2470 F7e—x
Corporate name UNITED ARROWS LTD.

A LR AR M AR XAME R T H313%F 125

Address 2-31-12 Jingumae, Shibuya-ku, Tokyo 150-0001, Japan

g A & 30308 745H

Paid-in capital ¥3,030 million

¥ B | *2303% (Zv54 b 405%)

Number of employees 2,303 (Part-time employees 405)

HENF LR ARG & CHEESE O M- e

Business outline Planning and selling men’s and women's apparel, accessories, and other products

FEWGIFT 1. =FERAUFSYT

Main banks The Bank of Tokyo-Mitsubishi UFJ, Ltd.

2. =HERBAT

SUMITOMO MITSUI BANKING CORPORATION
s S
3. AT ST
Mizuho Bank, Ltd.

HIEERBRAEABTH Y. 794 PRSI TRBL TH Y £ 3.
*Number of employees indicates number of regular employees. Part-time employees are indicated
separately.

Hiit T =X (200843 H31HBIAE  As of March 31, 2008)

Stock information

i< TR Number of shareholders

16,9504

%{%ﬁﬁ]‘ﬁ“@ﬁiﬁﬁ%#{ Number of authorized shares 190, 800’0001‘5}5

%'ﬁi(ﬁﬁfx D /{ﬁﬁ ¥ Number of common shares issued 47,700,0001‘%

B AR 422,025

Number of shares with voting rights

j( *;k * Major Sharcholders

® E 4

Name Shares held Lo
as % of total

pppy BRI

Voting rights

23 %

it (fospry oM bkl 4314600 10,2
&M i Osamu Shigematsu 4,103,900 9.7
S
Lo i ' Hirofumi Kurino 2,249,800 5.3
Mmoo B Hirotoshi Hatasaki 2,205,000 5.2
P A 7 Tetsuya Iwaki 2,088,300 4.9
KEFA AL — Koichi Mizunoya 2,086,200 4.9

=it

Ny FTza—a—=ry—y— A
T40547 v b 7hwy b Bankof New York

. . s GCM Client A S
CiA =T —NFT4TALA PR DISS}[EAC(C:OM“ 637,500 1.5

VI —T A y—

1,627,700 3.8

Mitsubishi Corporation

The Chase Manhattan

FPaoATI IS paeNA London 618,800 1.4

xzfnyfy

() 1. MELHRR, RHEREE OB TTRRLTHY 2T,
2. MHHRAET 5 HCHRS, 491,687 RFEED TH D $HA,
3. MEHHRIACHRZEBRLTHELTHY £ 7,

Notes: 1. Voting rights percentages are rounded down to one decimal place.
2. Above figures do not include our 5,491,687 shares of treasury stock.
3. Treasury stocks are not included in calculation of voting rights percentages.

1= =
E—E GooswE7 A 1IBE Asof July 1.2008)

Board of directors

REDFEELE E T{L\\ @ Chairman and CEO Osamu Shigematsu
e A B B B redecwdcoo Tesupa bk
ks N R WE  Diccornd Bt Vi Psdne Akira Hitomi
mpgamiinn O B B bibenctic ot Hideki Kaco
mgp g aswinn D IR T b benvie hedor Masami Koizumi
Emaara R 2 Scnior brecuive Officer  Hiroyuki Higashi
Emsrea KOH B OB obccone NuokiOw
L BEOE O ceicwcone  Misuor i
rramra 7T H Y TR sawbewscoficn Misubino Takeds
Lraaza O U P s beneone Yasuhio Sagaa
Emagae OB K AE cbecucone Daskulay

EZ O T | ???’7: % i ffi‘ Executive Officer Hidehiko Saito
wwmwman V9 OB OB OB Standing Corporate Auditor Ryosaku Nishiwaki
wwmmae P 5 HBHER Standing Corporate Auditor Yukari Nakajima
mox om0l EOZ cpencando Yoshiyuki Yamakawa
[:5 x ox BN OE K Corporate Auditor Hironari Hashioka

QA #ERN IR Distribution by owners of shares

bR B R A DT |
Financial institutions Securities companies
0.24% 0.24%

ZOMDEN
C()rp()ra[i()ns

0.48%
SHEENE

Foreign corporations

0.67%

AN -2t

Individuals and others

98.37%

O A RRXBON 3 AIRI Distribution by number of shares

Financial institutions

21.19%

DR i G |3
Securities companies

1.41%
AN -2t

Individuals and others

55.04%

ZOfDEAN
Corporations

4.57%
SHEE NS

Foreign corporations

17.79%

20084 5 130 H 12 B CHR4,900,0008k & IHH L. BATH A O EL
42,800,000% L % b % L1z,

*4,900,000 shares of treasury stock were retired on May 30, 2008,
bringing the total number of shares of common stock issued to 42,800,000.
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