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INDEPENDENT AUDITORS' REPORT

The Members
Batteries Plus, LLC
Hartland, Wisconsin

We have audited the accompanying consolidated balance sheets of Batteries Plus, LLC as of
December 31, 2004 and 2003, and the related consolidated statements of income, members' equity
and cash flows for the years then ended. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America, Those standards require that we plan and perform the audit to obtain reasonable
assurance about whather the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting princlples used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for aur opinion.

In our opinion, the consolidated financial statements referved to above present fairly, in all material
respects, the consolidated financial position of Batteries Plus, LLC as of December 31, 2004 and

2003, and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

M\QN\(J«,SL«

Cerltified Public Accountants

Mitlwaukee, Wisconsin

February 14, 2005
11414 W. Park Place * Suite 200 «+ Milwaukee, WI 53224 - schencksolutions.com
< TRy Phone: 414-463-4411 - B8S-556-5580 - Fax: 414-463-4949 -

INTERNATIONAL
Gchenck ¢



BATTERIES PLUS, LLC

CONSOLIDATED BALANCE SHEETS
December 31, 2004 and 2003

ASSETS

Current assets
Cash
Accounts receivable
Merchandise Inventories
Prepaid expenses and other

Total current assets

Property and equipment
Store and warehouse equipment
Vehicles
Office equipment
Leasehold improvements
Fumiture and fixtures

Less accumulated depreciation

Other assets
Confract rights
Norcompete agreement
Trademark costs

Less accumulated amortization

See Notes to Cotisolidated Financial Statements.

2004 2003
$ 385595 § 149124
6,082,435 4,302,987
8,949,317 6,222,065
923,784 199,902
16,341,131 10,874,078
1,325,600 1,261,819
33,551 55,529
3,334,251 2,794,544
704,872 574,751
84,493 -
5,482,767 4,676,643
2,883,541 2,214,330
2,599,226 2,462,313
4,574,969 4,574,969
65000 - 65,000
184,262 184,262
4,824,231 4,824,231
2.236.537 1.875,681
2,587 694 2,948,550
$21.528001 $.16.284.941



BATTERIES PLUS, LLC

CONSOLIDATED BALANCE SHEETS
December 31, 2004 and 2003

LIABILITIES AND MEMBERS' EQUITY

Current fiabilities
~ Accounts payable
Accrued expenses
Deferred revenue
Current maturities of long-term debt
Total curent liabilities
. Long-term debt, less current maturities
Commitments

Totél liabilities

Me ' equi

See Notes to Consolidated Financial Statements.

2004 2003
$ 5700048 $ 4,420,214
1,507,499 1,618,636
1595363 1,142,543
121,600 80,369
8923910 7,261,762
4557438 2,759,653
13,481,348 10,021,415
8,046,703 __ 6,263,526

£.21.528001°



BATTERIES PLUS, LLC

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31, 2004 and 2003

Merchandise sales
Cost of merchandise soéld

Gross profit

Other operating income
Franchise fees
Royaity fees
Other fees
Vendor allowances

Operating expenses
- Selling and delivery
Occupancy
Genera! and administrative
Advertising
Depreciation
Amortization

Operating income

Other income (exgensel_
Interest expense

" Gain (loss) on sale of property and equipment,
and stores
Other - net

Net income

See Notes to Consolidated Financial Statements,

2004 2003
$ 40,293433 $ 21,505,171
28442260 . _ 13,809,121
11,851,473 - 7,696,050
451,000 711,000
4,143 345 3,672,126
828761 845,342
1737462 __. 3206192
7,160,568 8,434,660
2,382,272 1,114,954
1,141,175 976,005
9,961,571 9,361,802
571,943 413,950
716,592 581,340 -
360,856 361,930
15134409 _ 12.809.980
3,877,332 3,320,729
(166,163) (77.956)
348 {59,026)
(82,378) 66,787
(248,193) (70,195)
$ 3620139 $ 3,250,534




BATTERIES PLUS, L1.C

CONSOLIDATED STATEMENTS OF MEMBERS' EQUITY
Years Ended December 31, 2004 and 2003

2004 2003
Member's equity at beginning of year $ 6263526 $ 421 8,641
Net income 3,629,139 3,250,534
Distributions to members {1,845 962) {1,205 649)
Member's equity at end of year $ 8046703 $ 626352

See Notes to Consolidated Financial Statements.



BATTERIES PLUS, LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2004 and 2003

Operating activities
Netincome .

Adjustments to reconcile net income to net cash
provided by operating activities:
Allowancé for doubtful accounts
Depreciation
Amortization
{Gain) loss on sale of property and equipment,
~ and stores
Changes in operating assets and liabilitles:
Accounts receivable
Merchandise inventories
Prepaid expenses and other
Accounts payable
Accrued expenses
Deferred revenue

Net cash provided by operating activities
Investing activities
Purchase of property and equipment
Praoceeds from sale of property and equipment

Net cash used in investing activities

Finangcing acfivilies
Net borrowings on bank line of credit
Ptincipal payments on long-term Gorowings
Distributions to members

Net cash provided by {used in) financing activities

Cash
Increase (decrease) in cash

Be_ginning
Ending

Supplemental disclosure of cash flow infgrmation
Cash payments for interest

Supplemental schedule of noncash financing activities
Purchase of equipment under a capital lease obligation

See Notes to Conscldiated Financial Statements

2004 2003

$ 3,620,139 $ 3,250,534

15,000 .
716,592 581,340
360,856 361,930

(348) 59,026

(1,794,448)  (2,751.811)

(2,727,252)  (4,983,111)
(723,882) (8,725)

1,279,834 3,374,880
(111,137) 504,674
452 820 36,258

1,097,174 514,995

(859,926) (950,153}

6,769 26,302

(853,157} {923,851}

1,911,000 2,614,000
(72,584) {620,478)
{1.845962) _ (1,775.649)

{7,546} 217,873

236,471 (190,983)

149,124 340,107

$ 385506 § 149124




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004 and 2003

Note 1 - Nature of business and significant accounting poficies

A.

Nature of business

Batteries Plus, LLC (the Company) operates and franchises a national chain of stores whose
operations are in the commercial and retail distribution of batteries and related products. At
December 31, 2004, the Company had a total of 238 stores consisting of 14 Company-operated
stores and 224 franchised stores.

The Company provides franchisees with a system of business training, site location, marketing,

advertising programs and management support designed to assist the franchisee in opening and
operating a Batteries Plus store.

The Company also owns 100% of the outstanding member units in Ascent, LLC (Ascent). Ascent
acts as a buying group, which purchases, warehouses and distributes inventory for the Company's
owned and franchised stores. Ascent seeks to benefit from specific vendor relations and volume
purchasing.

The Company and Ascent were organized as limited liability companies under the laws of the state
of Wisconsin.

Use of estimates

Management uses estimates and assumptions in preparing consolidated financial statements.
Those estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities and the reported revenues and expenses. Actual
results could differ from those estimates.

Financial statements

The consolidated financial statements include the accounts of the Company and Ascent. All
significant intercompany accounts and transactions have been eliminated in consolidation.

Trade accounts receivable

Trade accounts receivable are stated at the amount the Company expects to collact from
outstanding balances. The Company provides for probable uncolléctible amounts through a charge
to eamings and a credit to a valuation allowance based on its assessment of the cument status of
individual accounts. Balances that are still outstanding after the Company has used reasonable
collection efforts are written off through a charge to the valuation allowance and a credit to trade
dccounts recelvable.

Merchandise inventories

Inventories primarily consist of merchandise held for resale by Ascent and Company-operated stores
and are stated at the lower of cost (first-in, first-out method), or market.



BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004 and 2003

Note 1 - Nature of business and significant accounting policies, continued
F. Property and equipment

Property and equipment are stated at cost. Depreciation is calculated using the
straight-line method over the estimated useful lives of the assets.

G. Intangible assets

Intangible assets are stated at cost less accumutated amoriization. Intangible assets are comprised
of the foltowing:

Contract rights:

Contract rights, which include manufacturers’ agreements, service contracts and related
agreements, are being amoriized on a stralght-line basis over 15 years. Accumulated

amortization at December 31, 2004 and 2003 was $2,058,277 and $1,709,059 , respactively,
for these rights.

Noncompete agreement:

During 1999, the Company entered into a noncompete agreement with a third party. The
noncompete agreement is being amortized on a straight-iine basis over the agreement term of
15 years.

Trademark costs:

The costs of the common law use rights for the Company’s trademark are being amortized on
a straightline basis over 15 years.

H. Revenue recognition

Merchandise sales:

Revenues are recognized for Company-operated stores as pmducté are sold and delivered to
the customer. Revenues are recognized by Ascent as products are sold and delivered to
Batteries Plus stores.

Franchise fees:

The Company enters into individua! and multiple-unit franchise agreements. Individual
franchise agreements grant the individual the exclusive right to open and gperate a franchise
store in the franchisee's individual territory. Multiple-unit franchise agreements grant the
franchisee the right to establish and own a specified number of Batteries Flus stores within a
defined geographic area pursuant to a development schedule. The fees for the individual
franchise agreement and a portion of the fees for the multipte-unit franchise agreement are
payable upon execution of the agreement and are nonrafundable. The remaining fees for

- multiple-unit franchise agreements are payable upon acquisition of the respective store real
estate.



BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004 and 2003

Note 1 - Nature of business and significant accounting policies, continued

K.

The Company recognizes all franchise fee revenue upon opening of the related store.
Franchise fees received prior to the related store opening are deferred and totaled $1,179,375
and $819,625 at December 31, 2004 and 2003, respectively. Deferred revenue related to
unexercised multiple unit agreements is recognized upon expiration of the related agreement.

Royalty fees:

Royalty fees are based upon a percentage of each franchisee’s sales and are recognized as
revenue based upon reported sales activity by each franchisee.

Vendor allowances:

Vendor allowances are based on a percentage of orders placed for purchases with specific
vendors by Ascent, Company-owned, and franchised stores. Vendor allowances for purchases
by Ascent and Company-owned stores are recognized upon the vendor's shipment of the
goods and are recorded as a reduction of cost of sales. Vendor allowances eamed by the

Company on purchases which were directly shipped to Batteries Plus stores are included in
other operating income on the income statement.

Oftfier fees:

Other fees consist primarily of monthly point of sale service fees charged to corporate and
franchised stores. Point of sale service fees totaled $519,856 and $505,218 for the years
ended December 31, 2004 and 2003, respectively,

Shipping costs

Costs of shipping are included in selling and defivery expenses and totaled approximately
$2,213,000 and $914,000 for the years ended December 31, 2004 and 2003, respectively.

Advertising
The Company expenses the costs of advertising as incurred.

Equity Based Compensation

The Company accounts for employee equity options in accordance with Accounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issued to Employees.” Under APB Opinion No. 25,
the Company recognizes no compensation expense related to employee equity options, as no
options are granted below the market price of a membership unit on the grant date. SFAS No. 123,
“Accounting for Stock-Based Compensation,” requires the recognltion of compensation expense
based on the fair value of options on the grant date, but allows companies to continue to applying
APB Opinion No. 25 if certain pro forma disclosures are made assuming hypothetical fair value
method application.




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004 and 2003

Note 1 - Nature of business and significant accounting policies, continued

K.

Equity Based Compengation, continued

Had compensation expense for the Company's equity options been based on the fair value at the
grant date under the methodology prescribed by SFAS No. 123, the Company’s income from
continuing operations for the years ended December 31, 2004 and 2003 would have been impacted
as follows:

2004 2003
Net income, as reported $ 3620139 $ 3,250,534
Less: Total equity-based compensation expense
determined under fair value method for alt
awards _ {73,232) (72,729)
Pro forma net income $ 3,555,907 $ 3,177,805

The fair value of options granted, which is amortized to expense over the option vesting period in
determining the pro forma impact, is estimated at the date of grant using the minimum value method
with the following weighted average assumptions:

2004 2003
Expeéte’d life of aption - " S5years
Risk-free interest rate ' - 4.0%
Expected volatility of equity - -
Expected dividend yield _ - -

The weighted average fair value of options granted during 2004 and 2003 is as follows:

2004 2003
Fair value of each aption granted $ - § 4,18
Total number of options granted - 4,250
Total fair value of all options granted 3 - 3 409,000
Concentration of credit risk

The Company maintains bank account balances which, at times, may exceed federally insured
limits. The Comipany has not experienced any losses with these accounts. Management believes the
Company is not exposed to any significant credit risk on cash.

income taxes

No provision for federal income taxes is recorded in these consolidated financial statements
because the Company is treated as a partnership for income tax purposes. Accordingly, the
Company’s taxable income is reported on the income tax returns of the members. In addition, the
Company is subject to various income taxes and surcharges in states with franchised stores.

10



BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Decembaer 31, 2004 and 2003

Nate 1 - Nature of business and significant accounting policies, continued

N.

New gccouuting pronouncements

in January 2003 the Emerging Issues Task Force ("EITF") issued EITF Censensus No. 02416,
*Accounting By a Customer (Including a Reseller) for Certain Consideration Recelved From a
Vendor”, applicable to fiscal years beginning after December 15, 2002. EITF No. 02-16 provides
accounting guidance on how a customer, including a reseller, should characterize, measure and
recognize consideration received from a vendor. EITF No. 02-16, as it applies to the Company,
addresses the recognition of certain vendor aliowances and requires these allowances be treated as
a reduction of inventory cost unless specifically identified as reimbursement for services or other
costs incurred. The Company records vendor allowances and discounts in the income statement
when thie purpose for which those monies were designated is fulfilled. As such, the release did not
have any effect on its results of operations or financial position.

In December 2004 the FASB issued SFAS No. 123R “Share Based Payments.” This statement is a
revision of FASB No. 123 “Accounting for Stock Based Compensation” and supersedes APB
Opinion No. 25 “Accounting for Stock Issued to Employees.” The provisions of SFAS No. 123R are.
effective for nonpublic entities' financial statements for fiscal years beginning after December 15,
2005. This statement requires that the. cost resulting from share based payment transactions be
recognized in the financial statements, including the Company’s employee equity options program.

Until then, the-Company will continue to follow the provisions of APB No. 25 and SFAS No. 123 as
outlined earlier in Note 1K,

0. Cash equivalents

For purposes of the consolidated financial statements of cash flows the Company considers all petty

. cash, checking, savings, and money market accounts to be cash.

Redassifications

‘Certain balances as of and for the year ended December 31, 2002 have been reclassified to be

consistent with the presentation as of and for the year ended December 31, 2003 with no impact on .
previously reported net income or members' equity.

Note 2 - Store acquisitions and dispositions

There were no businesses entered or exited during 2004. In 2003, the Company exited business in one
location In the state of Wisconsin. Total loss recognized on this disposition was $3,714 in 2003.

Note 3 - National Marketing Fund

The Company oversees and administers a National Marketing Fund (the Fund), which serves as a
marketing association for aii Batteries Plus stores. The Fund develops, initiates and executes marketing
programs including, but not limited to, the development of marketing tools for the mutual benefit of its

contributors. The Fund is not a separate legal entity and is included in accounts payable in the Company's
balance sheel. The Fund is provided management services by the Company.

11




BIATTERIES PLUS, LLC
NOTES TO CONSOLIDATED FINANGIAL STATEMENTS
December 31, 2004 and 2003
Note 3 - National Marketing Fund, continued

Contributions to the Fund are based upon 1% of adjusted gross sales of each Batteries Plus store. A

summary of the contributions to the Fund, which are restricted for marketing, and the expenditures from the
Fund is as follows: ) : '

2004 2003
" Balance of Fund, beginning of year _ $ (531,208) $ (117.863)
. Contributions received {1,318,816) (1,211,694)
Advertising expenditures 1,648,349 798,348
Balance of Fund, end of year $ (201,676) $ (531,209)

Contributions to the Fund are not recorded gs income of the Company and advertising expenditures of the
Fund are niot recorded as an oexpense of th¢ Company.

Note 4 - Acquisition of contract rights

In 1999, the Company purchased the contract rights of Tarron Assoclates, inc. for $5.1 million; excluding -
expenses, and formed Tarron LLC. The purchase price included cash of $1.6 million and a 9% note payable
to Tarron Associates, Inc. for $3.5 million. In 2002, management negotiated a reduction of the purchase
price In the amount of $588,500. The purchase price adjustment was accounted for as a reduction o both
the note payable and the contract rights. )

Tamon LLC acted as a purchasing agent for the Company through 2002 and sought to benefit from specific
vendor relations. In 2003, the Company formed Ascent, a whelly owned subsidiary of the Company, to
purchase, warehouse and distribute inventory for the Company’s owned and franchised stores.

The operating results of Ascent are included with those of the Company for the years ended December 31,
2004 and 2003. ’

Naots § - Accounts receivable

Accounts receivable consist of the following as of December 31:

2004 2003
Trade receivables ) $ 4574348 § 2873584
Franchise royalty and marketing fees 901,610 769,931
Contract commissions receivable 621477 659,472
6,097,435 4,302,987
Less allowance for doubtful accounts (15,000) -

$ 6082435 § 4,302,987

Trade receivables consist primarily of amounts due from franchised stores for merchandise purchased from
Ascent and from commercial customers of Company-operated stores.

12



BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004 and 2003

Note 6 - L.ong-term debt

The Company’s long-term debt obiligations as of December 31, 2004 and 2003 are as follows:

. 2004 2003

Nota payabie lo bank under line of credit agreement

(see Note 7). $ 4,525,000 $ 2,614,000

Note payable to The Olson Company, Inc. at 7.00%,

payabl¢ In annually increasing monthly instaliments due

March 2006 (see Note 8). 153,438 226,022
4,678,438 2,840,022

Less: curent maturities long-term debt (121,000) (80,369)

$§ 4557438 §  2.750,653

Long-term debt payable over the next two years Is as follows:

2005 , $ 121,000
2006 4,557,438

Note 7 ~ Line of credit agreement

The Company has an available $6,500,000 line of credit which expires June 30, 2005. Interest is payable
monthly. At December 31, 2004, $2,025,000 of the borrowings were payable at the bank’s prime rate, less
625% (4.625% at December 31, 2004) and $2,500,000 of borrowings were payable at the current LIBOR
rate (3.79% at December 31, 2004). Borrowings under this agreement are collateratized by a general
business security agreement and are limited based on the balances of certain qualifying accounts as defined
in the agreement. As of Deceinber 31, 2004, the Company’s additional borrowing availability under the fine
of credit was approximately $1,976,000. The Company is subject to commitment fees of %% based on the
unused portion of the line of credit. The line of credit agreement contains certain financial covenants that
must be met on a regular basis and certain restrictive covenants, which include limitations on additional
indebtedness and limitations on distributions to the members. Management of the Company befieves they
were in compliance with these covenants as of December 31, 2004. Management of the Company and the

bank intend to renew this agreement for an additional year and has classified the line of credit as long term
on the balance sheset. -

Note 8 - Leases and other commitments

Operating leases:

The Company leases all corporate stores and the carporate office from unretated third parties under
non-cancelfable operating leases expiring at various dates through the year 2014. Prior to
renegotiating all of their leases in 2003, the Company leased various stores from related parties under
operating leases on a month-to-month basis. The Company is generally required to pay real estate
taxes and other costs for the leased facilities.

13



BATTERIES PLUS, LLC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31; 2004 and 2003

Note 8 - Leases and other commitments, continued

Rent expense for nonrelated party leases for the years ended December 31, 2004 and 2003 was

$750,888 and $574,069, respectively. Rent expense for related party leases for the years ended
December 31, 2004 and 2003 was $0 and $173,664, respectively.

Future minimum lease payments under operating leases that have remaining non-cancelable terms in
excess of one year subsequent to Decernber 31, 2004 are as follows: '

2005 $ 752,000

2006 740,000

2007 : 740,000

2008 : 740,000

2009 740,000
Thereatter

‘ 1,440,000

$ 5,152,000

- Capital leases:

The Company leases certain inventory management equipment from The Olson Company, Inc.
(Olson) under agreements classified as capital leases. Olson provides the Company with logistics
management and warehousing of Ascent's purchased inventory. This equipment and the associated
lease obligations have been capitalized using the Implicit borowing rate at the inception of the lease.
The leases are non-cancelable and expire at various dates through 2006. The foilowing is a summary
of leased equipment costs as of December 31, 2004 and 2003 included in property and equipment.

2004 2003
Equipment . | _ $ 258,000 $ 258000
Accumulated depreciation (85,800) (34,000)

$_(172200) . $ 224000
As of December 31, 2004, the Company was obligated to make-the following future minimum

payments:

2005 $ 127,068

2006 33,012
Total future minirmum lease payments 160,080
Amount representing interest and taxes N (6.642)
Present valus of future minimum lease payments 153,438
Less: current obligations under capital fease {121,000)
Total long-term obligations under capital lease $ 32,438

14




BATTERIES PLUS, LL.C

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31 . 2004 and 2003

Note 9 - Profit-sharing plan

The Company has a qualified 401(k) contributory profit-sharing plan covering all eligible employees.
Effective January 1, 2004, the Company’s contribution to the Plan is equal to 50% on the first 6% of the
participants’ contribution {4% prior to January 1, 2004} and a discretionary amount determined each year by
the Company. The Company’s contributions for 2004 and 2003 were $90,759 and $42,327, respectively.

Note 10 - Equity option plan

Eftective January 1, 2000, the Company adopted the 2000 Equity Option Pian (the Plan). The Plan provides
for the granting of equity options to employees as approved by the Operating Committee. The maximum
aggregate number of units which may be Issued under the Plan shall not exceed 100,000 units, of which
26,000 units are available for grant at December 31, 2004.

Options vest over five years based on the option agreement. The exercise price of each option grant is
determined by the Operating Caommittee and is intended to approximate the fair market value of the
membership unit on the date the equity option is granted. The Plan will terminate January 1, 2009. There
were no options granited to employees in 2004 and 4,250 options were granted in 2003. The weighted-
average fair value of options granted during 2003 was $4.18.

The Company may call all or a portion of the membership units acquired through exercise of these options
at fair value at specified terms up to two years after termination of employment of the participant. If the call
is not exercised by the Company, the other members of the Company shali receive the. call right. In
addition, upon termination of employment or the tenth anniversary of the option grant date, whichever is
earlier, the participant can put tha shares back to the Company at fair value with certain restrictions.

The following table summarizes the equity option activities under the Company’s Plan:

Weighted-
Average
Exercise
Options - - Prdce

Outstanding — December 31, 2002 70,000 § 23.65
Options granted, 2003 4,250 23.50
Options forfeited, 2003 {250) 23.50
Outstanding — December 31, 2003 74,000 2364
Options granted, 2004 - -
Options forfeited, 2004 - -
Outstanding - December 31, 2004 74,000 23.50
Exercisable as of December 31, 2003 56,000 23.74
Exercisable as of December 31, 2004 69200 § 23.50

Options outstanding at December 31, 2004 have exercise prices of $22.00 to $27.78 and a Weighted-
average remaining contractual life of approximately 5.5 years.

15



BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2004 and 2003

Note 11 - Contingencies

From time to time, the Company is involved in various claims and lawsuits, both for and against the
Companiés, arising in the normal course of business. Management believes that any financial responsibllity
that may be incurred in settlement of such claims and lawsuits would not be material to the Company’s
financial position.

Note 12 — Purchiase commitments
The Company is committed to purchases of batteries and other retail inventory over the next 32 months as

part of a three year distribution and sales agresment entered into in September 2004. At December 31,
2004, these commiitted purchases totaled approximately $7,771,000.

16
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Schenck

Business Solutions
BETTER PEOPLE, BETTER RESULTS.

INDEPENDENT AUDITORS' REPORT

The Members
Batteries Plus, LLC
Hartand, Wisconsin

1)

We have audited the accompanying consolidated balance sheets of Batteries Plus, LLC as of
December 31, 2003 and 2002, and the related consolidated statements of income, members’ equity
and cash flows for the years then ended. These consolidated financiat statements are the
responsibility of the Company’s management. Qur responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting thé amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all materiat
respects, the consolidated financial position of Batteries Plus, LLC as of December 31 ., 2003 and
2002, and the resuits of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

MS(,

Certified Public Accountants

Milwaukee, Wisconsin
February 20, 2004

11414 W. Park Place * Suite 200 - Milwaukee, Wl 53224 * schencksolutions.cam

B e Phone: 414-463-4411 - 888.-556-5580 + Fax: 414-463-2949
IRTERNATIONAL -
Schenck st
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BATTERIES PLUS, LLC

CONSCOLIDATED BALANCE SHEETS
December 31, 2003 and 2002

ASSETS

Current assets
Cash

Accounts receivable
Merchandise inventories
Prepaid expenses and other

Total cument assets

Property and gguigment

Store and warehouse equipment
Vehicles

Office equipment

Leasehold improvements

Less accumulated depreciation

Other assets, net of accumulated amortiiation
Contract rights

Noncompste agreement
Trademark costs

See Notes to Consolidated Financial Statements.

2003 2002
$ 149124 $ 340,107
4,302,987 1,551,177
6,222,065 1,238,054
199,902 191177
10,874,078 3321415
1,251,819 1,340,293
55,529 61,573
2794544 1,861,205
574751 491,037
4,676,643  3,754.108
2214330 __ 1,825781
2462313 1,928,327
2,865,910 3,216,327
46,222 50,556
36,418 36,097
2948550 _ 3.302.980

£16284041 $ 8552722



* BATTERIES PLUS, LLC

CONSOLIDATED BALANCE SHEETS
December 31, 2003 and 2002

LIABILITIES AND MEMBERS' EQUITY 2003 2002

Current liabilities

Accounts payable $ 4420214 $ 1,045334

Accrued expenses 1,618,636 1,023,862

Deferred revenue 1,142,543 1,106,285

Distributions payable to members - 570,000

Current maturities of long-term debt 80369 588,500
Total current liabilities : 7,261,762 4,334 081
Long-tenm debt, less current maturities L 2,759,653 -
Commitments . - -
Total liabililes 10,021,415 4,334,081
Members' equity 6,263,526 4.218 641

$16,284941 §_8552722
See Notes to Consolidated Financial Statements.
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BATTERIES PLUS, LLC

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31, 2003 and 2002

Merchandise sales
Cost of merchandise sold

Gross profit

Other operating Income
Franchise fees

Royalty fees
Other fees
Vendor allowances

Operating expenses
Selling and detivery
Occupancy
General and administrative
Advertising
Depreclation
Amortization

Operating income

Gther income {expense)

Interest expense

Gain(loss) on sale of property and equipment,
and stores

Other

Net income

See Notes to Consolidated Financial Statements.

2003 2002
$ 21,505,171 § 12,570,347
13808121 __ 6,645.200
7696,050 5925147
711,000 724,000
3672126 3,169,882
698,171 391,206
3,206,192 __ 3329911
8,287,489 7,615,089
1,114,954 334,662
976,005 1,157,202
9,374,509 8,379,833
413,950 507,506
581,340 484,890
361,930 354,190
12,822.688 _ 11,218,283
3,160,851 2,321,953
(77,956)  (188,233)
(59,026) 132,134
226 665 271,199
89,683 215,100
$ 3250534 $ 2,537,053




BATTERIES PLUS, LLC

CONSOLIDATED STATEMENTS OF MEMBERS' EQUITY
Years Ended December 31, 2003 and 2002

2003 2002
Member's equity at beginning of year $ 4218841 $ 3,031,588
Net income 3,250,534 2,537,053
Distributions to members . {1,205,649) {1.350,000)
Member's equity at end of year $ 6263528 3 4,218,641

See Notes to Consolidated Financiat Statements, CoaL




BATTERIES PLUS, LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended Dacember 31, 2003 and 2002

2003 2002
Operating activities
Net income . $ 3,250,534 $ 2,537,053
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreclation 581,340 484 890
Amortization 361,930 354,190
(Gain)less on-sale of property and equipment,
and stores 59,026 (132,134)
Changes in operating assets and labilities:
- Accounts raceivable Cere .. (2,751,810) 194,735
Merchandise inventories S L0 (4,983,111) 734,042
Prepaid expenses and other (8,725) 37,334
Accounts payable 3,374,880 11,392
Accrued expenses 504,674 (426,218)
Deferred revenue 36,258 212,129
Net cash provided hy operating activities ' 514,995 4,007 413
Investing activities
Purchase of equipment and leasehold improvements (942,653) (9870,153)
Proceeds from sale of property and equipment,
and franchise stores 26,302 7,916
Proceeds from sale of corporate store - 1,075,754
Payment for brand name costs _ (7.500) -
Payment for trademark costs - {36,557)
Net cash provided by (used In) investing activities (923 851) 76,960

Ses Notes to Consolidated Financlat Statements.



BATTERIES PLUS, LLC

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2003 and 2002 -

Financing activities
Net borrowings (repayments} on bank line of
credit and notes payable
Principal payments on long-term borrowings
Distributions to members

Net cash provided by {used in) financing activities

Increase (decreass) in cash

Cash
Beginning
- Ending

Supplemental disclosure of cash fiow information
Cash payments for interest

Supplemental schedule of noncagh financing activities
Adjustment to contract rights via reduction in long-term debt

Distributions to members via distributions payable
Purchase of equipment under a capital lease obligation

See Notes to Consolidated Financial Statements.

2003 2002

2614000  (3,256,403)
(620,478) (1,024)
(1.775.649) __ (780.000)

217,873 (4.037,427)

oty e (190,983) 46,945

340,107 293,161




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 1 - Nature of business and significant accounting policies

A.

Nature of business

Batteries Plus, LLC (the Company) operates and franchises a national chain of stores whose
operations are in the commercial and retall distribution of batteries and related products. At
December 31, 2003, the Company had a total of 225 stores consisting of 14 Company-operated
stores and 211 franchised stores. ’

The Company provides franchisees with a system of business training, site location, marketing,
advertising programs and management support designed to assist the franchisee in apening and
operating a Batteries Plus store. o '

The Company also owns 100% of the outstanding member units in Ascent, LLC (Ascent). Ascent is
a wholly-owned subsidiary of the Company and acts as, a buying group, which purchases,
warehouses and distributes inventory for the Company’s owned and franchised stores. Ascent seeks
to benefit from specific vendor relations and volume purchasing.

The Company énd Ascent were organized as limited iabitity companies under the laws of the State
of Wisconsin, )

Use of estimates

Management uses estimates and assumptions in prapgnﬁg Ec_in}',qlidgted financial statements.
Those estimates and assumptions affect the reported. amounts of assets and liabilities, the
disclosure of contingent assets and liabilittes and the reported revenues and expenses. Actual
results could differ from those estimates.

i

Financial statements
The consolidated financial statements include the accounts of the Company, Tarron LLC, and
Ascent. All significant intercompany accounts and transactions have been eliminated in
consolidation. T o

Trade accounts receivable

Trade accounts receivable are stated at the amount the Company expects to collect from
outstanding balances. Based upon the Company's assessment of the credit history with customers
having outstanding balances and current relationships with them, it has concluded that realization
losses on balances outstanding at year end will be immaterial.

Merchandise inventories _
Inventories primarily consist of merchandise held for @sé!g,by Ascent and Company-operated stores
and are stated at the lower of cost (first-in, first-out method), or market.

e B L P b e b




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 1 - Nature of business and significant accounting policies, continued

F.

G.

ro and equipment

Property and equipment are stated at cost. Depreciatioh Is calculated using the
straightine method over the estimated useful lives of the assets.

Contract rights

Contract rights, which include manufacturers’ agreements, service contracts and relatad
agreements, are being amoitized on a straight-line basis over 15 years.” Accumulated amortization
at December 31, 2003 and 2002 was $1,709,059 and $1 358,642, respectively, for these rights.

Noncompete agreement ' g

. During 1999, the Company entered Into a noncoripete agreement with a third party. The

noncompete agreement Is being amortized on a straight-fine basis over the agreement term of
15 years.

Trademark costs

The costs of the common law use rights for the Combany’s trademark are being amortized on a
straight-line basis over 15 years. ' ;

sigeay g magend
w® e e a

Revenus recognilion

Merchandise sales:

Revenues are recognized for Company-operétgdﬁ éfo,reé,a_s products are sold and delivered to
the customer. Revenues are recognized by Ascent as products are sold and delivered to
Batteries Plus stores.

Franchise fees:

The Company enters into individual and multiple-unit franchise agreements. individual
franchise agreements grant the individual the exclusive right to open and operate a franchise
store in the franchisee’s individual territory. Muiltiple-unit franchise agreements grant the
franchisee the right to establish and own a specified number of Batteries Plus stores within a
defined geographic area pursuant to a development scheduls. The fees for the individual
franchise agreement and a portion of the fees for the multiple-unit franchise agreement are
payable upon execution of the agreement and are nonrefundable. The remaining fees for

muttiple-unit franchise agreements are payable upon acquisition of the respective store real
estate. ) o

The Company recognizes all franchise fee revenue upon opening of the related store.
Franchise fees received prior to the related store opening are deferred and totaled $819,625
and $768,000 at December 31, 2003 and 2002, respectively. Deferred revenue related to
unexercised multiple unit agreements is recognized upon expiration of the related agreement.




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 1 - Nature of business and significant accounting policies, continued
Royalty fees:

Royalty fees are based upon a percentage of each franchises’s sales and are recognized as
revenue based upon reported sales activity by each franchisse.

Vendor allowances:

Vendor allowances are based on a percentage of orders placed for purchases with specific
- vendors by Ascent, Company-owned, and franchised stores. In 2003, vendor allowances for
purchases by Ascent and Company-owned stores were recognized upen the vendor's
shipment of the goods and are primarily recorded as a reduction of cost of sales. In 2003,
vendor ajlowances eamed by the Company on purchases which were directly shipped to
Batteries Plus stores are included In other opergting tncomie on the incoms statement. In
2002, vendor allowances were included in other operating income on the income statement.

Other fees;

Other fees consist primarily of monthly p6iﬁt of QaE‘gerwf:e fees charged to corporate and
franchiseed stores. These fees totaled $505,218 and $327 417 for the years ended
December 31, 2003 and 2002, respectively. ’

Tz brege b -

K. Shipping cosls

. gk e

Costs of shipping are included in selling and delivery expenses and totaled approximately $914,000
and $74,000 for the years ended December 31, 2003 and 2002, respectively.

RIS

L. Advertising .
The Company expenses the costs of advertising as incurred.
M. Store preopening costs ‘
Store preopening costs are expensed in the period in. wh'i(:h they are incurred.
N. Equity Based Compensation

The Company accounts for employee equity options in accordance with Accounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issued to Employees.” Under APB Opinion No. 25,
the Company recognizes nc compensation expense related to employee equity options, as no
options are granted below the market price of a membership unit on the grant date. SFAS No. 123,
“Accounting for Stock-Based Compensation,” requires the recognition of compensation expense
based on the fair value of options on the grant date, but allows companies to continue to applying

APB Opinion No. 25 if certain pro forma disclosures are made assuming hypothetical fair value
method application.

10
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BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANGIAL STATEMENTS
December 31, 2003 and 2002

Note 1 - Nature of business and significant accounting policies, continued

N. Equity Based Compensation, continued

Had compensation expense for the Company’s equity dptions been based on the fair value at the
grant date under the methodology prescribed by SFAS No. 123, the Company's income from
continuing operations for the years ended December 31, 2003 and 2002 would have been Impacted
as follows:

2003 2002
Net income, as reported A $ 3250534 $ 2,537,053
Less: Total equity-based compensation expense
determined under fair value method forall  ...... .
awards CFe (72,729) {93,153)
Pro forma net Income : $ 3,177,805 $ 2,443,900

The fair value of options granted, which is amortized to expense over the option vesting period in
determining the pro forma impact, is estimated at the date of grant using the Black-Scholes option-
pricing model with the following weighted average assumptions:

2003 2002

Expected life of option - . -+ Byears 5 years
Risk-fres interest rate o 4.0% 4.3%
Expected volatility of equity - -
Expected dividend yield ' - -
The weighted average fair value of options granted during 2003 and 2002 is as follows:

2003 2002
Fair value of each option granted T | 418 § -
Total number of options granted | 4,250 ‘u

Total fair value of all options granted $ 409,000 $ 392,000
. Concentration of credit risk | '

The Company maintains bank account balances, whib;h. at tirﬁes, may exceed federally insured
limits. The Company has not experienced any losses with these accounts. Management believes the
Company is not exposed to any significant credit risk on cash.

Income taxes
No provision for income taxes is recorded in these consofidated financlaf statements because the

Company is treated as a partnership for Income tax purposes. Accordingly, the Company’s taxable
income Is reported on the income tax retums of tha members.

"




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Decembsr 31, 2003 and 2002

Note 1 - Nature of business and significant accounting policies, continued

Q. New accounting pronouncements

In January 2003, the Emerging Issues Task Force ("EITF") issued EITF Consensus No. 02-16,
“Accounting By a Customer (Including a Reseller) for Certain Consideration Recelved From a
Vendor*, applicable to fiscal years beginning after December 15, 2002. EITF No. 02-16 provides
accounting guidance on how a customer, including a reseller, should characterize, measure and
recognize consideration received from a vendor. EITF No. 02-18, as It applies to the Company,
addresses the recognition of certain vendor allowances and requires these allowances be treated as
a reduction of inventory cost unless specifically identified as reimbursement for services or other
«costs incurred. The Company records vendor aflowances and discounts in the income statement
when the purpese for which those monies were designated is fulfilled. As such, the release did not
have any effect on its resuits of operations or financigl posgition. .

In December 2002, the FASB issued SFAS No. 148, *Accounting for Stock-Based Compensation —
Transition and Disclosure,” which amends SFAS No. 123, “Accounting for Stock-Based
Compensation,” to provide altemative methods of transition for an entity that voluntarily changes to
the fair value based method of accounting for stock-based employee compensation. The Statement
also amends the disclosure provisions of SFAS No. 123 fo require prominent disclosure in financial
statements of the effects on reported resuits of an entity’s accounting policy decisions with respect fo
stock-based employee compensation. The disclosure provisions of SFAS No. 148 are effective for
financial statements for fiscal years ending after December 15, 2002. The Company has included
the required disclosures in Note 1 in its financial statements. Currently, the Company does not

intend to change its accounting for stock-based compensation,
R. Reclassifications

.Certaln balances as of and for the year ended December A, 2002 have been reclassified to be
consistent with the presentation as of and for the year ended December 31, 2003 with no Impact on
previously reported net income or members’ equity.

Note 2 - Store acquisitions and disposiﬁoné _
During 2002, the Company sold or exited eight stores in van'o(;s states. In 2003, the Company exited

business in one location in the State of Wisconsin. Total gain(loss) recognized on these dispositions was
($3,714) and $173,669 in 2003 and 2002, respectively. e

12




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 3 - National Marketing Fund

The Company oversees and administers a Natlonal Marketing Fund (the Fund), which serves as a
marketing association for all Batteries Plus stores. The Fund develops, initiates and executes marketing
programs, including, but not limited to, the development of marketing tools for the mutual benefit of its
contributors. The Fund is not a separate legal entity and is included in accounts payable in the Company’s
balance sheet. The Fund is provided management services by the Company.

Contributions to the Fund are based upon 1% of adjusted gross sales of each Batteries Plus store. A
summary of the contributions to the Fund, which are restricted for marketing and the expenditures from the
Fund is as follows:

2003 2002
Balance of Fund, beginning of year TS (47eed) s (147.370)
Contributions received (1,211,694) (979,694)
Advertising expenditures 708,348 1,009,201
Balance of Fund, end of year 3_(531.209) § (117.863)

Contributions to the Fund are not recorded as income of the Campany, and advertising expendiiures of the
Fund are not recorded as an expense of the Company. S .

Note 4 - Acquisition of contract rights

In 19988, the Company purchased the contract rights of Tamron Assodiates, Inc. for $5.1 million, excluding
expenses, and formed Tarron LLC. The purchase price included cash of $1.6 million and a 9% note payable
to Tarron Assoclates, inc. for $3.5 miilion. In 2002, management negotiated a reduction of the purchase
price in the amount of $588,500. The purchase prica adjustment was accounted for as a reduction to both
the note payable and the contract rights.

Tarron LLC acted as a purchasing agent for the Company through 2002 and sought to benefit from specific
vendor relations. in 2003, the Company formed Ascent, a wholly-owned subsidiary of the Company, to
purchase, warehouse and distribute inventory for the Company-owned and franchised stores.

The 2002 operating results of Tarron LLC are included with those of the Company for the year ended
December 31, 2002. The 2003 operating results of Ascent are included with those of the Company for the
year ended December 31, 2003. o

13




BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Nota 5 - Accounts receivable

Accounts recelvable consist of the following:

2003 2002
Trade receivables $ 2873584 § 379,866
Franchise royaity and marketing fees 769,931 440,599
Contract commissions receivable ) 659472 736,986
A 4,302,987 1,657,451
Less allowance for doubtful accounts - 6.274

R 2._4.302,087 3 1.851.177

Trade receivables consist primarily of amounts due from franchised stores for merchandise purchased from
Ascent and from commercial customers of Company-operated stores. :

'Note 6 - Long-term debt
The Company’s long-term debt obligations as of December 31, 2003 and 2002 are as follows:

2003 2002

Note payable to bank under line of credit agreement
(see Note 7). $ 2614000 $ -
Capital lease obligation to The Olson Companies, Inc.

at 7.00%, payable in'annually increasing monthly
instaliments due March 2006 (see Note 8). ’ 226,022

_ Note payable to Tamron Associates, Inc. at 9%. Fully
paid in January 2003.

- 588,500
' 2,840,022 588,500
Less: current maturities of long-term debt (80,369) (588,500)
. $ 2759653 $ -
Long-term debt payable over the next three years is as follows:
2004 $ 80369
2005 2,736,866
2006 22 687
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BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 7 - Line of credit agreement

The Company has an available $6,000,000 line of credit which expires June 30, 2004. Interest is payabls
monthly. At December 31, 2003, $1,114,000 of the borrowings were payable at the bank’s prime rate, less
625% (3.375% at December 31, 2003) and $1,500,000 of borrowings wera payabie at the cument LIBOR
rate (3.07% at December 31, 2003). Borrowings under this agresment are collateralized by a general
business security agreement and are limited based on the balances of certain qualifying accounts as defined
In the agreement. As of December 31, 2003, the Company’s additional borrowing availability under the line
of credit was approximately $3,386,000. The Company is subject to commitment fees of %% based on the
unused portion of the fine of credit. The {ine of credit agreement contains certain financiat covenants that
must be met on a regular basis and certain restrictive covenants, which include limitations on additional
indebtedness, expenditures for property and equipment, and limitations on distributions to the members.
Management of the Company believes they were in compliance with these restrictive covenants as of
Dacember 31, 2003. Management of the Company intends to renew. this agreement for an additional year
and has classified the line of credit as long term on the balance sheet. '

Note 8 - Leases and other commitments
Operating Ieéses:

The Company leases all corporate stores and the corporate;office from unrelated third parties under
non-cancelable operating leases expiring at various dates fhrough the year 2014. Prior to
renegotiating all of their leases in 2003, the Company leased variaus stores from related parties under
non-cancelable operating leases on a month-to-month basls. The Company is generally required to
‘pay real estate taxes and other costs for the leased facllities..

Net rent expense for nonrelated party ieases for the ye'r;n_rs- éi'_lded December 31, 2003 and 2002 was
$531,238 and $495,330, respectively. Rent expense for related party leases for the years ended
December 31, 2003 and 2002 was $173,664 and $420,506, respectively.

Future minimum lease payments under operating leases that have remaining non-cancelable terms in
excess of one year subsequent to December 31, 2003 are as follows:

2004 $ 761,000
2005 752,000
2006 ' 740,000
2007 740,000
2008 T 740,000
Thereafter g 2,180,000
$ 5,913,000
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BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 8 - Leases and other commitments, continued

Capital leases:

The Company leases cerlain inventory management equipment from The Olson Companies, inc.
(Ofson) under agreements classified as capital leases. Olson provides the Company with logistics
management and warehousing of Ascent’s purchased Inventary. This equipment and the assodiated
lease.obligations have been capitalized using the implicit borrowing rate at the inception of the lease.
The leases are non-cancelable and expire at various dates through 2006. The following Is a8 summary
of leased equipment costs as of December 31, 2003 included in property and equipment,

2003
Equipment : o 3 258,000
Accumulated depreciation I (34,000)
224,000
- As of December 31, 2003, the Company was obligated to make the following future minimum

payments: :

h 004 '$ 91,202
Tt 2005 130,328
B T 2006 , 22,808
Total future minimum lease payments L 244,428
Amount representing interest and taxes (18,406)
Present value of future minimum lease payments _ 226,022
Less: current obligations under capital lease E _ {80,369)
Total long-term obligations under capital lease $ 145,653

Note 9 - Related party transactions

During 2001, the Company entered intc a two year consulting agreement commencing January 1, 2002, with
its former CEO under which the fonmer CEO will receive a minimum of $50,000 per year, plus certain health
benefits. - ' '
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BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 10 - Profit-sharing plan

The Company has a qualified 401(k) contributory, profit-sharing plan covering all eligibie employees, The
Company's contribution to the Pian is equal to 50% on the first 4% of the participants’ contribution and a

discretionary amount determined each year by the Company. The Company’s contributions for 2003 and
2002 were $42,327 and $53,932, respactively.

Note 11 - Equity option plan

Effective January 1, 2000, the Company adopted the 2000 Equity Option Plan (the Plan). The Plan provides
for the granting of equity options to employees as approved by the Operating Committee. The maximum
aggregate number of units which may be issued under the Plan shall not exceed 100,000 units, of which
26,000 units are avaifable for grant at December 31, 2003. . - .

Options vest over five years based on the option agreement. The exercise price of each option grant is
determined by the Operating Committee and is intended to approximate the fair market value of the
membership unit on the date the equity option Is granted. The Plan will terminate January 1, 2009. Options
granted to employees totaled 4,250 in 2003. No options were granted in 2002. The weighted-average fair
vatue of opfions granted during 2003 was $4.18. .

The Company may call all or a portion of the membership unjts,acquired through exercise of these options
at fair value at specified terms up to two years after termination of employment of the participant. If the cali
Is not exercised by the Company, the other members of the Company shall recelve the calt right. In
addition, upon termination of employment or the tenth anniversary of the option grant date, whicheveris
earlier, the participant can put the shares back to the Company at fair value with certain restrictions.

The following table summarizes the equity option activities under the Company’s Plan:

Welghted-
Average
Exercise
Options Price

Qutstanding - January 1, 2000 . ‘ - $ -
Optlons granted, 2000 85,000 22.00
Options forfeited, 2000 {15,000) 22.00
Options granted, 2001 20,000 27.78
Options forfeited, 2002 _ {20,000) 22.00
Outstanding - December 31, 2002 . oL 70,000 23.65
Options granted, 2003 , : ' 4,250 23.50
Ogptions forfeited, 2003 (250) 22.00
Qutstanding - December 31, 2003 . 74,000 23.64
Exercisable as of December 31, 2002 42,800 23.73
Exercisable as of December 31, 2003 . 56,000 § 23.74

Options outstanding at December 31, 2003 have exercise prices of $22,00 to $27.78 and a weighted-
average remaining contractual life of approximately 6.5 years.
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BATTERIES PLUS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2003 and 2002

Note 12 - Contingencies

‘From time to time, the Company is involved in various claims and lawsuits, both for and against the
Company, arising in the normal course of business. Management believes that any financial responsibility

- that may be incurred in settlement of such claims and lawsuits would not be material to the Company’s
financial position, ‘
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