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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OHE SECURITIES EXCHANGE ACT OF 1934 FOR THE FISCAL
YEAR - ENDED MARCH 31, 2001.

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES EXCHANGE ACT OF 1934 FOR THE
TRANSITION PERIOD FROM
TO

Commission File No. 0-23538

MOTORCAR PARTS & ACCESSORIES, INC.

(Exact name of registrant as specified in its @rart

NEW YORK 11-2153962

(State or other jurisdiction (I.R.S. Employer

of incorporation or organization) Identification No.)

2929 CALIFORNIA STREET, TORRANCE, CALIFORNIA 90503

(Address of principal executive offices) Zip Code
Registrant's telephone number, including area code: (310) 212-7910
Securities registered under Section 12(b) of the Ac t:  NONE
Securities registered under Section 12(g) of the Ac t:  COMMON STOCK, $.01 PAR

VALUE

Indicate by check mark whether the registranth@s filed all reports required to be filed by Sewti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastiags.

Yes No X

Indicate by check mark if disclosure of delinqulets in response to Item 405 of Regulation S-Kas$ contained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Il of this form
10-K or any amendment to this Form 10-K. [X]

Issuer's revenues for its most recent fiscal y&H0,699,000

The aggregate market value, calculated on the batie average bid and asked prices of such sind¢ke National Association of Securities
Automated Quotation System, of Common Stock helddy-affiliates of the Registrant as of June 1®12®&as approximately $8,398,592.

There were 6,460,455 shares of Common Stock oulisiguat March 31, 2001.
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MOTORCAR PARTS & ACCESSORIES, INC.
PART |
ITEM 1. BUSINESS
GENERAL

The Company is a leading remanufacturer of replacemlternators and starters for imported and domears and light trucks in the United
States and Canada. The Company's full line ofredters and starters are remanufactured for vehicipsrted from Japan, Germany, Swel
England, France, Italy and Korea and, more receftttydomestic vehicles. The imported vehiclesviich the Company remanufactures
alternators and starters also include vehiclesymed by General Motors, Chrysler and Ford thabaggnally equipped with components
produced by foreign manufacturers, and "transplantsich are manufactured in the United States byofa, Nissan, Honda, Mazda and
other foreign manufacturers. The Company also aslesnand distributes ignition wire sets for impdrésd domestic cars and light trucks.

The Company's products are sold throughout theedrStates to many of the nation's largest chaimstall automotive stores, including
AutoZone, CSK Automotive, The Pep Boys, O'Reillytémotive, and throughout Canada to that countayigelst chain of automotive stores,
Canadian Tire. The Company also supplies remanuttialternators and starters to General Motorkgugerd in General Motors private
label, AC Delco. During the last several years,@lopany's marketing and sales efforts have bdaenipally geared toward the retail
automotive chains, which the Company believesaddlstest growing segment of the automotive afterket industry, and General Motors.
During fiscal 2001 and 2000, approximately 97% &8&b respectively, of the Company's sales weret#dl @utomotive chains comprised of
approximately 6,000 stores and General Motors.Biences of sales went primarily to large warehalisteibutors and smaller retail chains.

THE AUTOMOTIVE AFTER-MARKET INDUSTRY

The automotive after-market for alternators andets has grown in recent years. The Company lediéivat this growth has resulted from,
among other trends, (1) the increased number otlashin use, (Il) the increased number of mileseadr each year and (Ill) the growth in the
number of vehicles at their prime repair age of fpears and older. Based upon market informatitvast reviewed, the Company believes the
average age of vehicles in operation in the Urfitades and Canada has grown to 11.7 years - up¥i@years just 5 years ago.

Two distinct groups of end-users buy replacemetdraative parts: (1) individual "do-it-yourself* ceomers; and (l) professional "do-it-for-
me" installers. The individual consumer markeyscally supplied through retailers and retail amfisvarehouse distributors. Automotive
repair shops generally purchase parts through lndabendent parts wholesalers, through nationeg¢lause distributors and, at a growing
rate, through automotive parts retailers. It iotiyh efforts by automotive parts retailers to exptmat the Company sees a portion of its
future growth being realized.

The increasing complexity of cars and light truaksl the number of different makes and models afelvehicles have resulted in a
significant increase in the number of differeneaiators and starters required to service impateddomestic cars and light trucks. To
respond to this market development, the Companyhdgo increase the number of inventory itemsaitmains in stock. The technology u
in alternators and starters has become more add@meesponse to the installation in vehicles ofremneasing number of electrical
components such as cellular telephones, electripalivered
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windows, air conditioning equipment, radio and etesystems and audio/visual equipment. Consequégathunit sale prices have increased
for such alternators and starters.

Remanufacturing, which involves the reuse of patiech might otherwise be discarded, creates a gupfarts at significantly lower cost to
the user than newly manufactured parts, and malkaable automotive parts which are no longer bemranufactured. By making readily
available parts for automotive general use, rermaiufing benefits automotive repair shops by raligthem of the need to rebuild worn
parts on an individual basis and conserves matetialh would otherwise be used to manufacture replacement parts. Most importantly,
however, the Company's remanufactured parts adeasalignificantly lower prices than competitiverneeplacement parts.

COMPANY PRODUCTS

The Company's primary products are remanufactieglcement alternators and starters for both iredaahd domestic cars and light trucks.
The Company also assembles and distributes igniticmsets for the automotive after-market for imsa wide variety of makes and models
of vehicles. During fiscal year 2001 and 2000, salereplacement alternators and starters coreite®% and 98%, respectively, of the
Company's fiscal year 2001 and 2000 total sales.bEhance of the Company's sales was attributatdalés of wire sets. Alternators, starters
and ignition wire sets are essential componenddl imakes and models of vehicles. These productstitote non-elective replacement parts,
which are required for a vehicle to operate. Apprately 99% of the Company's products are solddeale under customer private labels,
with the remaining 1% being sold under the Commabgand name, which includes the use of its regidt'ademark, "MPA". Customers t
sell the Company's products under private labélide AutoZone, CSK Automotive, The Pep Boys, AlIRéiutomotive, Canadian Tire and
General Motors.

The Company's alternators and starters are prodoaaéet or exceed automobile manufacturer spatifics. The Company remanufactures
a broad assortment of alternators and startersdigr @0 accommodate the numerous and increasinetiearof these products currently in use.
The Company currently provides a full line of appnaately 1,165 different alternators and 744 diéfarstarters. The Company's alternators

and starters are provided for virtually all foreigmd domestic manufacturers.

CUSTOMERS AND CUSTOMER CONCENTRATION

The Company's products are marketed throughouttiited States and Canada. The Company's customessstof many of the largest
chains of retail automotive stores and automotiaealvouse distributors in the United States. The [ also sells its products to Canada's
largest chain of retail automotive stores, Canadia® The Company services automotive retail clsédme accounts representing
approximately 6,000 retail outlets.

Many of the largest chains of retail automotiveasan the United States obtain their importedatgrnators and starters from the Company.
Consequently, a significant percentage of the Cayipasales have been concentrated among a rejasivell number of customers. The
Company's three largest customers accounted faoxippately 53%, 11% and 5%, respectively, of totet sales during fiscal 2001.
Similarly, during fiscal 2000, the Company's thi@eest customers accounted for approximately 48%0and 4%, respectively, of total net
sales. During each of the last two fiscal yeardoZone was the Company's largest customer and Q8&motive was its second largest
customer. There can be no assurance that this mwatien of sales among customers will not contioueonversely will increase in the
future. The loss of a significant customer or saibsal decrease in sales to such a customer wawid & material adverse effect on the
Company's sales and operating results. In additiastomers may demand price concessions or proeturhs and allowances from the
Company that could adversely affect profit margiftse Company's arrangements with most of its
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customers are based principally on the receiptiofhmase orders; any long-term, written contragsggally may be terminated by customers
upon short notice. As of May 1, 2001, the backluat the Company believes to be firm was approxily&i@,032,000.

OPERATIONS OF THE COMPANY
CORES

In its remanufacturing operations, the Companyiabtased alternators and starters, commonly kn@awvie@es", which are sorted by make
and model and stored until needed. When needeerimainufacturing, the cores are completely disaskghifto component parts.
Components, which can be incorporated into the neffis@tured product, are thoroughly cleaned, teatebrefinished. All components kno
to be subject to major wear and those componemsrdimed not to be reusable or repairable, areoepl by new components. The unit is
then reassembled on an assembly line into a fidipheduct. Inspection and testing are conducteduabus stages of the remanufacturing
process, and each finished product is inspectedemteld on equipment designed to simulate performander operating conditions.
Components of cores which are not used by the Coynipaits remanufacturing process are sold as scrap

The majority of the cores remanufactured by the @amy are obtained from customers as trade-ins,hndmie credited against future
purchases. The Company's customers encourage cersstovexchange their used units at the time aftage through the use of credits. 1
lesser extent, the Company also purchases cotke wpen market from core brokers, who are deafssializing in buying and selling cor
Although the Company believes that the open mat&es not and will continue not to be a primary sewf cores, this market offers a
supplemental source for maintaining stock bala@tber materials and components used in remanufagtare also purchased in the open
market. The ability to obtain cores of the typed goantities required by the Company is esseridie Company's ability to meet demand.

The price of a finished product generally is corsgdi of a separately invoiced amount for the carkidied in the product ("core value") and
an amount for remanufacturing ("value added"). Upreipt of a core as a trade-credit is generally given to the customer fog tore valu
originally invoiced with respect to that core. Tgglly, the core value credit given to a customereexis the market value of the core accepted
as a trade-in. The Company generally limits tradg-io cores sold to the specific customer, whiehirmremanufacturable condition. Core
values fluctuate on the basis of several econoattofs, including market availability, seasonadityd demand.

PRODUCTION PROCESS

The initial step in the Company's remanufacturingcpss begins with the receipt in boxed quantiafesores from various sources, including
trade-ins from customers and purchases in the o@eket. The cores are assessed and evaluated/émtamy control purposes and then
sorted by part number upon release for remanufiagtuUEach core is completely disassembled intofdlls fundamental components. The
components are cleaned in a process that emplaysmized equipment and cleaning materials. Thenalggprocess is accomplished in
accordance with the required specifications ofptheicular unit.

After the cleaning process is complete, the compbparts are inspected and tested as prescribdtelompany's rigorous and QS 9000
approved quality control program. (Note: QS 9008risnternationally recognized automotive qualitgtem certification.) This program,
which is implemented throughout the operationatpss, is known as statistical process control. jamsage of all tests, the components are
placed on an automatic conveyor for assembly imaréquired units. The
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assembly process is monitored by designated quadityrol personnel. Each fully assembled unit &ntbubjected to additional testing to
ensure performance and quality. Finished produetsteen either stored in the Company's warehowsktyeor packaged for immediate
delivery. To maximize manufacturing efficiency, tBempany stores component parts ready for assembi/warehousing facilities. The
Company's management information systems, includargware and software, facilitate the remanufanoguorocess from cores to finished
products. The complete remanufacturing process femipt of a core, to core disassembly througal fxsssembly and testing takes
approximately four days.

The Company generally assembles ignition wires feomponents manufactured by third parties. Thenalslseprocess involves the cutting
predetermined lengths of wire, which have been Heatured to the Company's specifications, and ttaehking of terminals to the ends of
such wire. The final product is ultimately testeu packaged under the customer's private labels.

The Company conducts business through two, whellyea foreign subsidiaries, MVR Products Pte LimitddVR"), which operates a
shipping and receiving warehouse, testing facditg maintains office space in Singapore and Urijdh, Bhd ("Unijoh"), which conducts
remanufacturing operations in Malaysia, similatitose conducted by the Company at its remanufactdacility in Torrance. These foreign
operations are conducted with quality control stadd and other internal controls similar to thaseently implemented at the Company's
remanufacturing facilities in Torrance. The fa@iit of MVR and Unijoh are located approximately twoer drive apart. The Company
believes that the operations of its foreign sulasids are important because of the lower laboisoagberienced by these entities in the same
remanufacturing process. The foreign subsidianiedyred in fiscal year 2001 and 2000 approximat8ly,000 and 208,000 units,
respectively, or about 9% of the Company's totatipction for both years.

PRODUCT WARRANTY

The Company has a warranty policy that it beliesagpical for the remanufactured automotive reptaent parts industry. A manufacturer
typically provides a product warranty that is hatwwhether or not the purchaser continues to dméss with the manufacturer. The
Company only accepts product warranties from omgyoustomers. If a customer ceases doing busindsshe Company, the Company
recognizes no further obligations to that custowiéin respect to product warranties and no additisrsranty returns would be accepted by
the Company under industry practice. The custonwedavordinarily send any returnable products t@a nemanufacturer maintaining the
same policy, which remanufacturer would acceppttoeluct warranty and grant appropriate creditsndigas of whether the units were
originally purchased from that new remanufactuféle Company generally follows this industry praetimd provides the same warranty and
trade-in rights when it takes over businesseslitadtpreviously been supported by another remanurtact

As a result of the product warranty policy, the @amy accounts for product warranties on a currasisbh No reserve is made for future
product warranties since there is no on-going @alilign to accept such warranties in the absencerdfraing sales to the returning customer.
The Company believes that its warranty rate has beasistent with the defect rates generally expeed in its industry.

MARKETING AND DISTRIBUTION

The Company markets and distributes its produgfi®nally through salaried personnel. The Compapngslucts are sold principally under
private label names.

Approximately 97% of the Company's sales are tansher retail stores, which the Company believasstitutes the dominant distribution
channel in the Company's market and General MoRyxlucts are delivered directly by or on behalfhaf Company to the chain's
distribution centers which then deliver the merathsa directly to the retail stores for purchasebgsumers or, in the case of General Mo
to its Service Parts Organization for distributtorits dealers. The Company believes that it
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has obtained significant marketing and distributias well as manufacturing, efficiencies by focgdis sales efforts to chains of automotive
retail stores.

The Company prepares and publishes a comprehersti@eg of its starters and alternators and alddtééchnical glossary and explanation
guide. The Company believes that it maintains drits anarket's most extensive catalog and prodienttification systems, offering one of
widest varieties of alternators and starters alslslan that market. The Company further believes tertain of its customers' use of and
reliance on the catalog and product identificapstem provide incentives to those customers ttiraamto purchase products from the
Company.

CHANGE IN ACCOUNTING FOR INVENTORY; STOCK ADJUSTMEN TS

Effective April 1, 1999, management adopted a nethwdology for accounting for inventory. Managentegiteves that the new
methodology better reflects the economics of itsifess while providing a better measurement uneleeglly accepted accounting
principles. Under the Company's new accounting odlogy, in recording core inventory at the lowécost or market, the Company
determines the market value based upon comparieansrent core broker prices. Beginning with fisgsar 2001, management refined this
policy to reduce the standard cost for cores whenlmases of any particular core is greater than 868te total number of that particular ct
on hand. Such values are normally less than theaue credited to customers' accounts when eoeereturned to the Company as trade-
ins. In prior years, when the Company valued it®imory at the lower of cost or market, cost wagmeined using an average weighted cost
method and the market value of cores was deterntipedde weighted average of the repurchase pricems acquired from the Company's
customers and the price of cores purchased fromtakers. Additionally, management reviews coxeimory to identify excess quantities
and maturing product lines. An allowance for obsoémce is provided to reduce the carrying (markat)e of inventory to its estimated
market value.

In addition to the change in its Company's polityaacounting for cores, the Company recently mediits accounting for stock adjustments.
Under the terms of certain Company agreementsitgittustomers and industry practice, the Compamgtomers from time to time are
allowed stock adjustments when the inventory lef&lertain product lines exceed their anticipamatls of sales to their end-user customers.
These adjustments are made by the Company's anceptdo inventory of these customer's overstogid,they do not come at any specific
time during the year and can have a distortingceff@ the financial statements.

Historically, the Company charged a portion of ktadjustment returns against net sales and expéhedzhlance as cost of goods sold when
the returns were made. In the third quarter ofafi@001, because of an unprecedented large remmmdne customer the Company recogn
adjustments of $898,000. Due to current and exgexiianges in customer return practices, in thetlioguarter of fiscal 2001, the Company
began to provide for a monthly $75,000 allowancaddress the anticipated impact of stock adjustsndifite adjustments recognized and the
allowance that was established resulted in grosfit gnd net income decreasing by $1,123,000 duistal year 2001. Currently, the
Company accrues $75,000 monthly and the costsiasstavith stock adjustments are charged agairsatlowance. This allowance will be
reviewed quarterly looking back at a rolling 12 rtiento determine if the monthly accrual should disted. Use of this estimating technic

in fiscal 2000 would not have had a material imgacthe Company's results of operation.

SEASONALITY OF BUSINESS

Due to the nature and design as well as the culireit$ of technology, alternators and starterslittanally fail when operating in extreme
conditions. That is, during summer months, whendheperature typically increases over a sustaieeibg of time, alternators and starters
are more apt to fail and thus, an increase in denfarthe Company's products typically occurs. &nhy, during winter months, when the
temperature is colder, alternators and startexsttefail and require replacing
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immediately, since these parts are mandatory ofieration of the vehicle. As such, summer motahd to show an increase in overall
volume with a few spikes in the winter.

COMPETITION

The automotive after-market industry of remanufeatsiand rebuilders of alternators and startersriported and domestic cars and light
trucks is highly competitive. The Company's contpesiinclude two other large remanufacturers andraber of small regional rebuilders.
addition, one of the Company's competitors is #sitim of an entity also engaged in other businesgdsh has substantially greater resources
than those of the Company.

Retailers of replacement automotive parts for asdeconstrained to a finite amount of space in Wwidcdisplay and stock products.
Consequently, the reputation for quality and custioservice, which a supplier enjoys, is a signiftdactor in a purchaser's decision as to
which product lines to carry in the limited spagaitable. The Company believes that these factorerfthe Company, which provides qua
replacement automotive products, rapid and relidblevery capabilities and promotional supportthis regard, there is increasing pressure
from customers, particularly large ones, for thenpany to provide "just-in-time" delivery, which @s delivery on an as-needed basis to
promptly meet customer orders. The Company belithagsts ability to provide "just-in-time" delivedistinguishes it from many of its
competitors and provides a competitive advantagenaay also represent a barrier to entry to cumeiftiture competitors.

In addition, price is a very important competitfeetor. The concentration of the Company's salesngna small group of customers has
increasingly limited the Company's ability to negt price increases for its products.

The Company's products have not been patentedossrttie Company believe that its products are teiln The Company will continue to
attempt to protect its proprietary processes ahdrahformation by relying on trade secret laws and-disclosure and confidentiality
agreements with certain of its employees and gibesons who have access to its proprietary prosesstother information.

GOVERNMENTAL REGULATION

The Company's operations are subject to federdk sihd local laws and regulations governing, anothegr things, emissions to air,
discharge to waters, and the generation, handitogage, transportation, treatment and disposabste and other materials. The Company
believes that its business, operations and fasliiave been and are being operated in compliaralernaterial respects with applicable
environmental and health and safety laws and régoks many of which provide for substantial firsesl criminal sanctions for violations.
Potentially significant expenditures, however, cok required in order to comply with evolving eovimental and health and safety laws,
regulations or requirements that may be adoptéchposed in the future.

EMPLOYEES

The Company has approximately 834 full-time empésyef the Company's employees, 37 are considdrethestrative personnel and 9 are
sales personnel. None of the Company's employeepasty to any collective bargaining agreemene Tlompany has not experienced any
work stoppages and considers its employee relatmhs satisfactory.
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ITEM 2. PROPERTIES

The Company presently maintains facilities in Toog, California, and Nashville, Tennessee. The Gomyis in the process of consolidating
its Torrance, California operations into one builfliPreviously, the Company occupied space in epasate facilities in Torrance, contain
an aggregate of approximately 350,000 square\ée&n the consolidation is complete, the Companyagitupy space in one building
encompassing approximately 227,000 square feetleBse on this 227,000 square foot building pravide monthly rent of $64,771 and
expires on March 31, 2002 with two (2) exercisdhle year extensions. The Company is actively pugother tenants to sublease the
remaining term of its lease on the building beiagated, which runs through March 31, 2002 and ges/for monthly rent of $47,601 per
month. The Company believes that cost and effiégéeniealized from being located in a single buildivere equally the reason for this
consolidation. When the consolidation is compléte,Company believes that its facilities will bdfiient to satisfy its foreseeable
production requirements.

In September 1998, the Company entered into a fease59,000 square foot warehouse and distribudtaility in Nashville, Tennessee to
service the Company's East Coast and Southern teafkge to changes in the way the Company condwsimess with these customers, the
Nashville facility is no longer necessary and ishia process of being closed down. All warehouskdastribution functions have ceased; o
the assembly of spark plug wire sets continuesigauith an office for support staff, in Nashvillehe Company is attempting to find a tenant
to sublease the remaining portion of its leaseherNashville facility, which carries with it a mihy rental of $18,545 and expires on
December 31, 2001. There can be no assurancéth@ompany will be able to release its Califormid @ennessee facilities before its leases
expire.

In connection with the consolidation of the Compamperations described in the preceding paragréph<ompany established a
restructuring reserve of $914,000 at the end c&fi2001.

In addition, the Company has facilities at its sdiasy locations in Malaysia and Singapore. The @any is considering moving the
assembly of spark plug wire sets to Malaysia dutiegsecond half of the current fiscal year.

ITEM 3. LEGAL PROCEEDINGS

The Company is a defendant in a class action laweumding in the United States District Court, GehbDistrict of California, Western
Division. The complaint in the class action alletfest, over a three year period, the Company ntes$tarnings in violation of securities
laws. The complaint seeks damages on behalf afvaktors who purchased common stock of the Comfrany August 1, 1996 to July 30,
1999. The Company's directors and officers inswaraerier has also filed a claim against the Comant certain of its officers that seeks to
rescind coverage for the claims made against tepaay and certain of its officers in the classactawsuit and the related insurance
litigation. The Company, counsel for the classacplaintiffs and counsel for the insurance catnigve entered into a proposed settlement
agreement. The terms of the proposed settlememnthvidisubject to court approval, include paymdr&4500,000 to the plaintiffs in the cl:
action. Of this amount, $6,000,000 would be paidi®yCompany's directors and officers insuranceezaand the balance would be paid by
the Company. In connection with the payment byitiserance carrier, the Company's directors andefiinsurance coverage would be
cancelled. In addition, all parties would exchargjeases.

To finance the Company's portion of the settlenptam, the Company and Mel Marks, the Company'sdeuand a board member, have
entered into the stock purchase agreement. Unddetims of this agreement, Mr. Marks has agreguitohase shares of the Company's
common stock, and the total
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purchase price for this stock would be $1,500,00@ price per share is $1.00. The valuation firat the Company engaged to evaluate the
fairness of the transaction concluded that thiseppier share is fair to the Company's shareholtters, a financial point of view. For purpos
of this determination, the fairness of the transacivas evaluated as of November 30, 2000, thettateMr. Marks agreed to provide
$1,500,000 to the Company to finance a portiorhefdlass action settlement. Mr. Marks has depotfiedunds to purchase the common
stock with the Company. If the settlement is natpteted, these funds will be returned to Mel Maxkgh interest. While management is
hopeful that the settlement can be finalized, tlvarebe no assurances that the settlement wowdgreved by the court. In the absence of
final resolution of the litigation and in view dié position articulated by the directors and ofdasurance carrier, continued litigation of the
class action lawsuit could have a materially advef§ect on the Company.

On January 20, 2000, the Securities and Exchanga@ssion issued a formal order of investigatiorhwispect to the Company. In this
order, the SEC authorized an investigation intopagnother things, the accuracy of the financiabinfation previously filed with the
Commission and potential deficiencies in the Comgfsarecords and system of internal control. The $B&€stigation is proceeding. There
can be no assurance with respect to the outcorie GEC's investigation. In addition, the Compaag hot filed a number of periodic repc
that it is obligated to file under the SecuritiecEange Act of 1934. The SEC is aware of this failand has reminded the Company that it
has the authority to revoke or suspend the Compaagistration under the Securities Exchange AA984 as a result of this failure, which
SEC action would prevent sales of the Company'sttomstock through broker/dealers.

The Company is subject to various other lawsuits@aims in the normal course of business. Managéhees not believe that the outcome
of these matters will have a material adverse efiadts financial position or future results ofesptions.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
None.
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS.

The Company's Common Stock, par value $0.01 peegtze "Common Stock"), is currently de-listednfrthe National Association of
Securities Dealers' Automated Quotation ("NASDA&y3$tem. As such, and until the Company regainsdjsttatus, the Company's Comn
Stock can be tracked on the Internet billboarddifigon the Internet billboard can be sporadic, taimimay not constitute an established
trading market for the Common Stock. The followtagle sets forth the high and low bid prices fa @ommon Stock during each quarter of
fiscal 2000 and 2001 as tracked on the Intern#ddard. The prices reflect inter-dealer quotatiand may not represent actual transactions
and do not include any retail mark-ups, mark-doemsommissions.

FISCAL 2000 FISCAL 2001
High Low High Low
First Quarter $ 1275 $ 5.25 $ 2.00 $ 0.87
Second Quarter 5.75 1.50 0.99 0.41
Third Quarter 2.75 0.87 3.00 0.52
Fourth Quarter 3.75 1.06 1.85 0.66

As of March 31, 2001, there were 6,460,455 shar€ommon Stock outstanding held by 44 holders obre.
The Company has never declared or paid dividendsd@ommon Stock.

The declaration of dividends in the future will dtethe election of the Board of Directors and wépend upon the earnings, capital
requirements and financial position of the Compaygneral economic conditions, state law requiremant! other relevant factors. In
addition, the Company's agreement with its lendehipits payment of dividends without the bank®pconsent, except dividends payabl
Common Stock.

During the past three years, the Company has nderaay sales of unregistered securities. As notéoki discussion under the caption "ltem
3--Legal Proceedings", however, the Company haseabto sell 1,500,000 shares of its common stac®¥500,000 in cash to help finance
the settlement of the pending class action lavemyainst the Company. These shares of common stidldéensold to Mr. Marks without
registration under the Securities Act of 1933 iilmrece upon an exemption from registration providaeder Section 4(2) of the Securities Act
of 1933 and Regulation D issued by the SecuritiesEExchange Commission.

ITEM 6. SELECTED FINANCIAL DATA.

The following selected financial data has beenvéerirom the Company's audited financial statemdrite Income Statement Data relating
to the fiscal years 2001 and 2000 and the Balaheet®ata as of March 31, 2001 and 2000 shouléde in conjunction with the Compan
audited financial statements and notes theretoaajmeelsewhere herein.
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Fiscal Year Ended March 3 1,

INCOME STATEMENT DATA: 2001 2 000
Net Sales $ 160,699,000 $ 194,2 93,000
Cost of Goods Sold 148,731,000 188,0 97,000

Gross Margin 11,968,000 6,1 96,000
Operating Expenses:

General and Administrative Expenses 8,291,000 11,8 32,000

Selling Expenses 1,216,000 1,8 64,000

Litigation Settlement 1,500,000 -

Restructuring Expenses 914,000 --

Research and Development 472,000 7 14,000

Provision for Doubtful Accounts (36,000) 3 21,000

Total Operating Expenses 12,357,000 14,7 31,000

Operating Income (Loss) (389,000) (8,5 35,000)
Other Expense (Interest)

Interest Expense 3,771,000 3,2 27,000

Interest Income (71,000) ( 47,000)
Loss before Income Taxes and Cumulative Effect of A ccounting

Change (4,089,000) (11,7 15,000)
Income Tax (Expense) Benefit (13,000) 11 73,000
Loss before Cumulative Effect of Accounting Change (4,102,000) (10,5 42,000)
Cumulative Effect of Accounting Change - (17,7 02,000)
Net Loss $ (4,102,000) $ (28,2 44,000)

Basic and Diluted Loss per share before Cumul ative Effect of

Accounting Change $ (.63) $ (1.63)

Cumulative Effect of Accounting Change - (2.74)

Basic and Diluted Income (Loss) per share $ (.63) $ (4.37)
Weighted Average Common Shares Outstanding 6,460,455 6,4 60,455
BALANCE SHEET DATA:
Total assets $ 60,108,000 $ 71,8 01,000
Working capital 1,836,000 2,9 96,000
Long-term debt and capitalized lease obligations - less current

Portions 2,099,000 3,0 62,000
Shareholders' equity 13,298,000 17,3 93,000

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
GENERAL

The following discussion and analysis should bel ieaconjunction with the consolidated financialtsments and notes thereto appearing
elsewhere herein.
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RESULTS OF OPERATIONS

Fiscal Year Ended March 31,

2001 2000

Net Sales 100.0% 100.0%
Cost of Goods Sold 92.6% 96.8%
Gross Profit 7.4% 3.2%
General and Administrative Expenses 5.2% 6.1%
Selling Expenses 0.8% 0.9%
Litigation Settlement 0.9% -
Restructuring Expenses 0.5% -
Research and Development 0.3% 0.4%
Provision for Doubtful Accounts (0.1%) 0.2%
Operating Income (Loss) (0.2%) (4.4%)
Interest Expense, net of Interest Income 2.3% 1.6%
Income (Loss) before Income Taxes and Cumulative

Effect of accounting change (2.5%) (6.0%)
Income Tax Benefit - 0.6%
Income (Loss) before Income Taxes and Cumulative Ef fect of

accounting change (2.5%) (5.4%)
Cumulative Effect of Accounting Change - (9.1%)
Net Income (Loss) (2.5%) (14.5%)

The following discussion includes references tdaieroperating results during the year ended M&cH 999. While the Company believes
these references are helpful for purposes of utatetig the discussion of the Company's operagsglts, the Company has not included
financial statements at the period ended Marci849 in this Form 10-K because the Company hasastated these financial statements to
give effect to the change in the Company's meti@tcounting for inventory or any adjustments tingyht result from an audit or review of
these statements.

FISCAL 2001 COMPARED TO FISCAL 2000

Net sales for fiscal 2001 were $160,699,000 a dseref 17.3% from the prior year sales of $194(X9R, This decrease in net sales
principally the result of the Company eliminating@nprofitable line of domestic business and ditiooimg sales to certain warehouse

distributor customers.

Gross profit for fiscal year 2001 improved to 7.4%m a gross profit of 3.2% for fiscal year 200®igimprovement is attributed to the
Company moving away from an unprofitable line ofrdistic business plus an increase in manufactuffigjescies. The improvement in
gross profit margin associated with the eliminatiémn unprofitable product line was partially effoy the recognition of $898,000 in stock
adjustments during the third quarter of fiscal 200& establishment of a stock adjustment allowdeggnning in the fourth quarter of fiscal
2001 and an adjustment of $617,000 to reflect itorgrat the lower of cost or market that was reedrduring the fourth quarter of fiscal
2001 as a result of fluctuations in core brokecgsi

Under the terms of certain agreements with itsaruets and industry practice, the Company's cust®fn@m time to time are allowed stock
adjustments when the inventory level of certairdpiai lines exceeds the anticipated level of salent-user customers. These adjustments
are made when the Company accepts into inventegetbustomers' overstocks, they do not come ag@amific time during the year and tt
can have a distorting effect of the financial staats. Historically, the Company charged a portibstock adjustment returns against net
sales and expensed the balance as cost of goabiwiseh the returns were made. In the third quaftéscal 2001, based on an unprecede
large return from one customer, the Company re@eghadjustments of $898,000. Due to current anda®g changes in customer return
practices, in the fourth quarter of fiscal 200 @ompany began to provide for a monthly $75,0@ance to address the anticipated im

of stock adjustments. The adjustments recognizddtamallowance that was established resultedassgprofit and net income decreasing by
$1,123,000 during fiscal year 2001. Use of thigneating technique in fiscal 2000 would not have had
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significant impact on the Company's results of apiens. The allowance policy will be reviewed gedst looking back at a rolling 12 months
to determine if the monthly accrual should be amjds

General and administrative expenses for fiscal 208k $8,291,000, a decrease over fiscal year @0$8,541,000 or 29.9%. The key
contributors to this decrease were: (i) a redudtiooutside services related to implementation né& computer system of $780,000, (ii) a
one-time adjustment of $1,150,000 to fixed assetisszcumulated depreciation based upon a revidhedixed assets register during the
audit of the Company's fiscal 2000 financial statata and (iii) a reduction of legal and accountingts of $1,350,000. The remaining
decrease in general and administrative expensg®6df,000 consists of a number of other items innwdeductions in executive salaries,
travel and insurance.

Selling expenses decreased $648,000, or more #f4nr8fiscal 2001 over fiscal 2000. These amourgsadtributable to the reduction in se
personnel and related expenses and the reductiexpehses related to participating at trade shéwsipproximately 99% of the Company's
private label sales are to large national retailties Company realized there was no need for bnante recognition. By eliminating the cost
of these trade shows, the Company saved over 1B&0m the previous year.

In fiscal 2001, the Company established a $1,5@66erve in connection with the potential settlenoé class action litigation against the
Company. For additional information, see the dismrsunder the caption "ltem 8egal Proceedings". The Company also recorded $90
in restructuring expenses and related asset impairoharges during the year ended March 31, 2@0dgrinection with the consolidation of
its business operations into one location in Calitofrom two in California and one in Tennessdgede expenses consist primarily of future
rent expense of $738,000 and write-down of tenaprovements of $176,000.

Research and development expenses decreased hp@242 33.9% in fiscal 2001 over fiscal 2000. Kieg contributors to this decrease
were reductions in wages, expendable tools andisspprhich the Company is closely monitoring.

Net interest expense was $3,700,000 for fiscal 2081 was an increase of $520,000 or 16.4% ogerfi2000 of $3,180,000. The increas
due to generally higher interest rates, coupleti @il % interest rate increase charged by the maoérinection with the default waivers that
the bank granted the Company in September 2000.

FISCAL 2000 COMPARED TO FISCAL 1999

The 2000 Statement of Operations shows a net twdbé year of $28,244,000. Of this total net I&ds7,702,000 is attributable to the
cumulative effect of a change in the Company's oetif accounting for inventory. The Company adoptedchange effective April 1, 1999.
(The Company has not restated previously issuedhdiial statements to give effect to this cumulatitange on previously reported results of
operation.) As explained in Note D to the auditedricial statements included within this Form 10+Kprior years, when the Company
valued its inventory at the lower of cost or markearket was determined by the weighted averagleeofepurchase price of cores acquired
from customers as trades and the price paid for cores purchased frorkdno Under the new method, the Company deternmragket valu
based on comparisons to current core broker prigeish prices are normally less than the core \atiredited to customers' accounts when
cores are returned to the Company as trade-ireddition, the Company reviews core inventory tanidg excess quantities and maturing
produce lines. An allowance for obsolescence isigeal to reduce the carrying value (market valuagneéntory) to its estimated net
realizable value. Because several of the Compaoygpetitors
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filed for bankruptcy protection in the late 199fh& supply of cores has increased considerably s tended to drive down the carrying
value of the Company's inventory. This change @@ompany's method of accounting for inventory lteduin an adjustment to inventory
values at March 31, 2000 of $31,052,000.

The Company's net sales of $194,293,000 for theemmded March 31, 2000 represents a significamease over the historical level of net
sales. This increase is attributable to new prolines sold to existing customers totaling apprcatiety $31,000,000 during the year ended
March 31, 2000 and increased purchases of exiptinduct lines by its customers. The Company is tsuibiglly dependent upon sales to six
customers, and any meaningful reduction in thellef/sales to any of these customers could havatanal adverse effect on the Company.

During the year ended March 31, 2000, cost of geodts equaled $188,097,000, or 96.8% of net s@lest of goods sold for the year reflects
the lower gross margins in an unprofitable prodinet and lower manufacturing efficiencies resultfrgm rapid growth. The Company
discontinued the unprofitable line of business miyithe fiscal year ended March 31, 2000. Cost®otig sold for fiscal 2000 also represer
significant increase from the historically reporfeztcentage that cost of goods sold representde@@ompany's total sales. Downward
pressure on prices in the marketplace and a cameapg change in the Company's product mix hasrittéd to this decrease in historical
gross margins.

General and administrative expenses for the yededMarch 31, 2000 totaled $11,832,000. This regmissa significant increase over the
Company's historical levels of general and admiatiste expenses, and is largely attributable to@time marketing and advertising cost of
$2,000,000 and an increase in professional featerkto the Company's change of accountants arftbchef accounting for inventory. In
addition, the class action litigation, the SEC tigation and the implementation of an upgradedpder system contributed to this increase.

Sales and marketing expenses for the year endech\84r, 2000 totaled $1,864,000, representing aedserof the total selling expenses from
historical periods. This decrease in sales and atiak expenses is primarily related to a redudiiosales personnel.

Research and development expenses decreased lxiamaely $211,000 during the fiscal year endeddia81, 2000 as compared to the
prior fiscal year. This decrease was principalle ¢tu a reductions in labor and related expenseésvi@ made as part of the Company's cost-
cutting efforts.

Interest expense increased to $3,227,000 for taegmded March 31, 2000. This increase is attridateo higher average outstanding
balances on the Company's line of credit duringntlest recent fiscal year together with generalghker interest rates.

LIQUIDITY AND CAPITAL RESOURCES

The Company finances its operations with cash ftmm operations and historically has utilized berirngs under its existing line of credit.
Because of the Company's failure to meet certaemitial covenants, including maintaining cash flowexcess of the Company's monthly
interest and loan obligation or to keep monthlyamrating income (loss) within 10% of its projeas, the Company was in default under its
April 20, 2000 credit agreement on several separatasions during fiscal 2001. While the Companygen@et payments on its line of credit
totaling $4,250,000 during the fiscal year 2001Miarch 2001 the Company requested that the bankevthe requirement to make a
$750,000 reduction in its line of credit (to $33limn) that was due to be made by March 31, 200t bank agreed to waive this requirement
in connection with the March 2001 amendment toGbenpany's loan agreement discussed below.

In March 2001, the Company notified the bank thatds in default of several provisions of its ctejreement, including the failure to
maintain monthly cash flow levels in December 2880 January 2001 and to provide the bank with iceréguired financial information. In
light of its projected cash flow needs associatétl anticipated revenue growth, the Company reqakstat the bank waive the

Page 1«



requirement that the Company use the $1.2 milkorréfund it received in February 2001 to makeranp@ent reduction in its credit facility
and the requirement that it deposit $500,000 inr&interest bearing account as security for the @amy's letter of credit facility. The bank
granted these waiver requests in connection wahvhrch 2001 amendment to the Company's bank agrgediscussed in the following
paragraph.

In March 2001, the Company and the bank executeir@ndment to the loan agreement. The amendmeritpdofor an extension of the
maturity date of the loan from March 31, 2001 toyM8d, 2001 and the waiver of principal reductioaferred to in the preceding paragraph.
The amendment also provided for an increase ieffeetive rate of interest charged by the bankredlit advances to the Company.

On May 31, 2001 the Company and the bank exechteddcond amended and restated credit agreemetdr e new credit agreement, the
maturity date on the advances made to the Compasyewtended to April 30, 2002 and the balance €$8%750,000 was split into two
separate credit facilities, a revolving line ofditdacility of up to $24,750,000 and a $9,000,@806n loan. The amounts available under the
line of credit facility are limited to 75% of Eligie Accounts Receivable and 80% of Appraised NebRery Value of inventory, in each case
as such terms are defined in the May 31, 2001 aettadd restated credit agreement. The line of tcfadlity and the term note provide for
interest rates of 2.75% and 3.00%, respectivelgyalhe bank's prime rate (7.0% at June 25, 2@#oh quarter, the spreads above the b
prime rate can be reduced to 2.25% and 2.5%, régplycand increased to 3.0% and 3.25%, respegtiekdpending upon changes in the r

of the Company's funded debt to cash flow. Theapg@bove the bank's prime rate have been redyc@®% to take into account the
Company's establishment and funding of an escrawwatt to fund the settlement of the class actitigatiion discussed under the caption
"ltem 3--Legal Proceedings", and will be reducedhbyadditional .25% when the class action lawsuseitled.

The bank loan agreement includes various finamacatitions, including minimum levels of monthly ab#&-month cash flow, monthly net
operating income (and maximum levels of any netafpgg loss), tangible net worth and gross saled,aanumber of restrictive covenants,
including prohibitions against additional indebteds, payment of dividends, pledge of assets arithtagpenditures in excess of $1,000,000
in any 12-month period. If the Company is in defavith any of its financial reporting obligatiorthie bank has the option of increasing the
applicable line of credit margin and the applicablen loan margin at 3.00% and 3.25%, respectigiyg, the option to apply the default
interest rate margin of 4% above the then-pengilate until such default is cured.

In connection with the execution of the April 200 amended and restated credit agreement, the &gnmgsued the bank a warrant to
purchase 400,000 shares of the Company's commok atan exercise price of $2.045 per share. Imection with the execution of the May
31, 2001 second amended and restated credit agneehreexercise price under the warrant was redite®.01 per share.

As noted in the preceding discussion, to dateb#imk has been willing to waive defaults by the Campwith respect to its obligations under
its credit agreement with the bank. There can bassorance that the bank will be willing to waive éuture defaults by the Company, and
the refusal by the bank to do so in the future @¢dislve a material adverse impact on the Company.

DISCLOSURE REGARDING PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

This report contains certain forward-looking stadems with respect to the future performance ofGbepany that involve risks and
uncertainties. Various factors could cause acerllts to differ materially from those projectedsirch statements. These factors include, but
are not limited to: concentration of sales to dartaistomers, changes in the Company's relationstipany of its
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customers, the Company's failure to meet the firshcovenants or the other obligations set fortiisrbank credit agreement and the bank's
refusal to waive any such defaults, the Comparjlgyato refinance its bank debt at maturity, hatential for changes in consumer spenc
consumer preferences and general economic conglifiecreased competition in the automotive pamnsaraufacturing industry, unforeseen
increases in operating costs associated with andnticipated savings from the Company's consadidadf facilities and other factors
discusses herein and in the Company's other filvigsthe Securities and Exchange Commission.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

QUANTITATIVE DISCLOSURES. The Company is subjectibderest rate risk on its existing debt and anyrieifinancing requirements.
The Company's variable rate debt relates to borrgsvunder the Credit Facility (see "ltem 7. Managet's Discussion and Analysis of
Financial Condition and Results of Operations--lidify and Capital Resources").

The following table presents the weighted-averaggrést rates expected on the Company's existibginktruments.

PRINCIPAL (NOTIONAL) AMOUNT BY EXPECT ED MATURITY DATE

(AS OF MARCH 31, 2001)

FISCAL 2002 FISCAL 2003
(DOLLARS IN THOUSANDS)
LIABILITIES
Bank Debt, including current portion
Line of Credit Facility................... $0 $24,750
Interest Rate..............cccuee Prime+2.75%* Prime+2.75%*
Term Loan......ccceevveeeeeeeeecneeennen, $0 $ 9,000
Interest Rate.............ceeeneee Prime+3.00%* Prime+3.00%*

*As noted in the discussion under the caption "lf&riManagement's Discussion and Analysis of Firar@ondition and Results of
Operations--Liquidity and Capital Resources", theead above the bank's prime rate can increasecoease depending upon changes in the
ratio of the Company's funded debt to cash flovd such spreads will be reduced by .25% when thes @ation lawsuit is settled.

QUALITATIVE DISCLOSURES. The Company's primary exgooe relates to (1) interest rate risk on its Itevga and shorterm borrowings
(2) the Company's ability to pay or refinance ibsrbwings at maturity at market rates and (3) thpact of interest rate movements on the
Company's ability to meet interest expense requeremand exceed financial covenants. While the Gmypannot predict or manage its
ability to refinance existing debt or the impadeiest rate movements will have on its existingtdelanagement evaluates the Company's
financial position on an ongoing basis.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The information required by this item is set farilthe Consolidated Financial Statements, commegneinpage F-1 to F-26 included herein.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
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PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The directors and executive officers of the Compdamgir ages and present positions with the Comjaes follows:

Name Age Position in Company Directors Term
Selwyn Joffe* 43 Chairman of the Board kid
Anthony Souza 46 President, Chief Executive Officer *x

Mel Marks 73 Director **

Murray Rosenzweig* 77 Director/Chairman of Audit Committee kid
Steven Kratz 46 Sr. Vice President-QA/Engineering N/A
Charles Yeagley 53 Chief Financial Officer / Secretary N/A

* MEMBER OF AUDIT AND COMPENSATION COMMITTEES

** All directors are elected for a term of one-ye@ommencement date is the date of the annuallsbldexs meeting. The Company has not
held an annual meeting of shareholders since Ségte®) 1998. The Company intends to hold the nemtial meeting of shareholders during
the second quarter of fiscal 2002.

INFORMATION ABOUT DIRECTORS

All directors of the Company hold office until thext annual meeting of shareholders and until thaicessors have been elected and
qualified. The officers of the Company are eledigdhe Board of Directors at the first meeting méiach annual meeting of the Company's
shareholders and hold office until their resigmati@moval from office or death.

The following is a brief summary of the backgrowiaach director:

SELWYN JOFFE has served as a director of the Compante June 1994, and as a consultant to the Qonfpam September 1995 through
October 1999. In November 1999, Mr. Joffe was el@¢b his current position as Chairman of the Badiidirectors and serves as a member
of the Company's audit and compensation commiftees June 1994 to present. Currently, Mr. JoffBiiesident and CEO of NetLock
Technologies specializing in securing data in nrotMr. Joffe served as founder, President and CORxatace Entertainment which is a
successful roll-up of amusement parks. Prior tddisding of Palace Entertainment, Mr. Joffe wassitlent and CEO of Wolfgang Puck
Food Company from 1989 to 1996. Mr. Joffe is a gedd of Emory University in Atlanta with degreedisth Business and Law and is a
member of the Georgia State Bar as well as a @attfublic Accountant.

ANTHONY SOUZA served as a consultant to the Compaom September 1999 through November 1999. In Bbes 1999, Mr. Souza

was elected to his current position as PresideshiCGirief Executive Officer of the Company resporssilor the overall direction of all
Company activities relating to Finance, Sales, M#rngy, Engineering, and Production Operations dbageheir corresponding support
functions. From January 1980 to December 1995 uz8 served as the President of TELACU Industfiibgs entity consisted of numerous
subsidiary companies - among them a Thrift and Lwiim branch offices, an affordable housing corfiorg a commercial real estate
development company, a building material compang,an underground utility company. Annual salesliese companies were in excess of
$200 million. From January 1996 through August 1998 Souza was involved in commercial and residéntal estate development as well
as serving as President of a start-up companysmess to sell an innovative potentially life-saypolice firearms device. Mr. Souza is a
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graduate of the University of Southern California as a Certified Public Accountant.

MEL MARKS founded the Company in 1968. Mr. MarksIsrved as the Company's Chairman of the Boabireftors and Chief

Executive Officer from that time until July 1999id® to founding the Company, Mr. Marks was emplbyer over twenty years by
Beck/Arnley-Worldparts, a division of Echlin, In@ne of the largest importers and distributorsatgfor imported cars), where he served as
Vice President. Mr. Marks has continued to actraadaive consultant to the Company since July 1999.

MURRAY ROSENZWEIG is a Certified Public Accountaarid has served as director of the Company sincei&gh1994. Since 1973, Mr.
Rosenzweig has been the President and Chief ExedDfficer of Linden Maintenance Corp., which optesaa large fleet of taxicabs in New
York City.

INFORMATION ABOUT NON-DIRECTIVE EXECUTIVE OFFICERS

STEVEN KRATZ has been employed by the Company sir8&8. Before joining the Company, Mr. Kratz was General Manager of GKN
Products Company, a division of Beck/Arnley-WorldpaAs Senior Vice PresidenQA/Engineering, Mr. Kratz heads the Company'sity
assurance, research and development and engineepagtments.

CHARLES YEAGLEY has been the Company's Chief Finarofficer since June 2000, responsible for alhf@any Finance issues,
including investor relations, Product Costing, CERkiw, Capital Expenditures, Budgeting, Forecastamgl Financial Planning. Mr. Yeagley
is also responsible for the management of the Agtiog, Purchasing, Information Technology, Matedatl Human Resource Departments.
From February 1995 to June 2000, Mr. Yeagley wasahief Financial Officer for Goldenwest Diamondr@aration - DBA The Jewelry
Exchange, which is the largest privately-held mantifrer and retailer of fine jewelry. From July 838 December 1994, Mr. Yeagley was a
principal in Faulkinbury and Yeagley, a certifieglgtic accounting firm that he co-founded. Mr. Yemgis a Certified Public Accountant and
holds a Bachelor of Business Administration Degwéte an emphasis in Accounting from Fort Lauderdaigversity and a Master of
Business Administration Degree from Golden Gateversity.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Section 16(a) of the Securities Act of 1934, asraded, requires the Company's directors and exexafficers, and persons who own more
than ten percent of the Company's Common Stodietwith the Securities and Exchange Commissitie (SEC") initial reports of
ownership and reports of changes in ownership afi@on Stock and other equity securities of the Camgp®io the Company's knowledge,
based solely on a review of the copies of suchrtegornished to the Company during the fiscal yeaded March 31, 2001, there were no
late or delinquent filings.

ITEM 11. DIRECTORS COMPENSATION AND EXECUTIVE OFFIC ERS

The following table sets forth information concegpithe annual compensation of the Company's Chietitive Officer and the other most
highly compensated executive officers, whose saar/bonus exceeded $100,000 for the 2001 fiseal §@r services in all capacities to the
Company during the Company's 2001, 2000 and 1%@8lfyears.
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Name & Position in

S
Other Annual Und

hares
erlying  All Other

Company Year Sala ry Bonus Compensation Op tions Compensation
Selwyn Joffe - Chairman of the Board (1)
2001 $160,220 1,500
2000 $83,667 41,500
1999 $22,000 -
Anthony Souza - President & Chief Executive Officer
2001 $301, 985 $25,000 - $8,332(5)
2000 (2) $121, 154 - 60,000 $24,996(5)
1999 - - -
Mel Marks - Director
2001 $57, 692 - $105,000 - $11,481(6)
2000 $269, 231 - - - $19,336(6)
1999 $300, 000 - - - $19,336(6)
Steven Kratz - Sr. Vice President - Operations
2001 $250, 000 $10,000 - - $5,406(6)
2000 $250, 000 - $526,423 (4) - $5,406(6)
1999 $225, 000 - $8,505 (4) - -
Charles Yeagley - Chief Financial Officer
2001 (3) $109, 644 $10,000 - 25,000 $18,747(5)
2000 - - - - -
1900
Richard Marks - Advisor to the Board and the Chief Executive Officer
2001 $298, 783 $25,000 - -
2000 $391, 692 - $276,474 (4) - $13,904(6)
1999 $400, 000 - $15,120 (4) 75,000 $18,178(6)

(1) Includes payments to Protea Group Inc., a Caypéholly-owned by Mr. Joffe
(2) Employment commenced December 1, 1999

(3) Employment commenced June 26, 2000

(4) Represents deferred compensation distribution

(5) Represents reimbursement for health insurarem@ipms paid by employee
(6) Represents value of car allowance

COMPENSATION OF DIRECTORS

Two of the Company's Board members have suppleinesigpensatory arrangements with the Company. lguati2000, the Company's
Board of Directors agreed to engage Mr. Mel Madkprovide consulting services to the Company. togaition of his understanding of the
Company and relationships with key participantthimindustry, the Board agreed to pay Mr. Marksmsalting fee of $180,000 per year. 1
Company can terminate this arrangement at any time.

The Company has entered into a consulting agreewignMr. Selwyn Joffe pursuant to which he is reéal as a consultant of the Company.
Mr. Joffe is currently serving as the Chairmanhef Board. The original agreement, entered intdf &eoember 1, 1999, was scheduled to
expire on June 1, 2001. It has been extended byahagireement through June 1, 2003 and providesfannual consulting fee of $160,000.
As additional consideration for consulting servitebe rendered to the Company, Mr. Joffe was gdirfor a period of ten (10) years from
the date of grant an option to purchase 40,00@shafrthe Company's Stock pursuant to the Compafg4 Stock Option Plan, of which
20,000 options shall be exerciseable on the dafyeawit and the remaining options shall fully vestloe first anniversary of the date of grant.

In addition, each of the Company's other non-enmgsayjirectors receives annual compensation of $00i8@aid a fee of $2,000 for each
meeting of the Board of Directors attended and $60@ach meeting of a Committee of the Board aoEBtors attended and is reimbursed for
reasonable out-of-pocket expenses in connectioelitn.

The Company's 1994 Non-Employee Director Stock @pilan (the "Non-Employee Director Plan™) provitlest each non-employee
director of the Company will be granted thereurtdaryear options to purchase 1,500 shares of Con8tuek upon his or her initial election
as a director, which options are fully exercisaiiethe first anniversary of the date of grant. €Rercise price of the option will be equal to
the fair market value of the Common Stock on the dé grant. The Non-Employee Director Plan waspaeid by the Board of Directors on
October 1, 1994, and by the shareholders in Aug®85, in order to attract, retain and provide itisento directors who are not employees of
the Company. The Board of Directors does not hhgetthority, discretion or power to select paptcits who will receive options pursuant
to the Non-Employee Director Plan, to set the nunoibshares of
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Common Stock to be covered by each option, tohgeexercise price or period within which the opsiomay be exercised or to alter other
terms and conditions specified in such plan.

In addition, the Company's 1994 Stock Option Pthe (1994 Stock Option Plan") provides that eachremployee director of the Company
receive formula grants of stock options as desdriisow. Each person who served as a non-emplayegtat of the Company during all or
part of a fiscal year (the "Fiscal Year") of ther@many, including March 31 of that Fiscal Year, wilteive on the immediately following

April 30 (the "Award Date"), as compensation forvéees rendered in that Fiscal Year, an award utfteei 994 Stock Option Plan of
immediately exercisable ten-year options to puretaS00 shares of Common Stock on the Award Dateh lBon-employee director who
served during less than all of the Fiscal Yeamiarded one-twelfth of a Full Award for each monthportion thereof that he or she served as
a non-employee director of the Company. As fornguknts under the 1994 Stock Option Plan, the fangggrants of options to directors are
not subject to the determinations of the Board iné8ors or the Compensation Committee.

COMPENSATION COMMITTEE; INTERLOCKS AND INSIDER PART ICIPATION

The members of the Compensation Committee duriagaFR2001 were Mssrs. Joffe, Moskowitz and Rosemgzvilr. Moskowitz resigned
from the Board in June 2001.) The Compensation Citteenis responsible for developing and making rec@ndations to the Board with
respect to the Company's executive compensatiaciggl The Compensation Committee is also resptan&ib evaluating the performance of
the Company's chief executive officer and otheie@ompany officers and to make recommendatiomeeming the salary, bonuses and
stock options to be awarded to these Company offi¢eor a discussion of the contractual rights tlestain Company officers have to bont
and options grants, see "Employment AgreementgWehlthough several key officers were not entittech bonus under the terms of their
respective employment agreements, during the yasrdceMarch 31, 2001, the Compensation Committelelédo provide bonuses to key
members of management, including the chief exeeutfficer, in order to retain these employees.

No member of the Compensation Committee has dorsdtip that would constitute an interlocking riedlaship with executive officers «
directors of another entity.

PERFORMANCE GRAPH

The following graph compares the cumulative retarholders of Common Stock for the five fiscal y®anded March 31, 1997, 1998, 1999,
2000 and 2001 with the National Association of Sié&s Dealers Automated Quotation ("NASDAQ") Matkedex and a peer group index
of five competing companies for the same periodi® domparison assumes $100 was invested at trealdmisiness on March 31, 1996 in
the Common Stock and in each of the comparisonpg,cand assumes reinvestment of dividends.

TOTAL SHAREHOLDER RETURNS

[GRAPH]
Year Ended March 31,

Base Period --------------

31-Mar-96 1997 19 98 1999 2000 2001
Motorcar Parts
& Accessories, Inc.  100.0 89.68 11 3.10 71.03 12.06 8.57
Peer Group 100.0 97.07 16 751 11210 89.45 61.68
NASDAQ Index Composite 100.0  110.92 16 6.67 223.48 415.18 167.08
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TOTAL SHAREHOLDER RETURNS - DIVIDENDS REINVESTED

ANNUAL RETURN PERCENTAGE

Year Ended March 31,

COMPANY/INDEX 1997 1998 1999 2000 2001

Motorcar Parts & Accessories, InC. ................ .. -10.32% 26.11% -37.19% -83.02% -28.95%
Peer Group ......ccccoveviviiinniiiincies . -2.93% 72.57% -33.08% -20.21% -31.09%
NASDAQ....cciiiiieiirieeiiiiie e .. 10.92% 50.26% 34.09% 85.78% -59.76%

INDEXED RETURNS

Year Ended M arch 31,
B ase Period = - e
COMPANY/INDEX March 31, 1997 1998 1999 2000 2001
Motorcar Parts & Accessories, InG. ...... 1
Peer Group 1 00.0 97.07 167.51 112.10 89.45 67.68
NASDAQ....cciiiiiiiiiiiiiee et 1 00.0 110.92 166.67 223.48 415.18 167.08

PEER GROUP POPULATION

Champion Parts Incorporated Dana Corporation
Hastings Manufacturing
Standard Motor Productions Company Superior Inéesstnternational, Inc.

OPTION GRANTS IN THE LAST FISCAL YEAR

The following table provides summary informatiogaeding stock options granted during the year eddacth 31, 2001 to each of the
Company's named executive officers. The poterglizable value is calculated assuming that thenfiarket value of the Company's
Common Stock appreciates at the indicated anntetmanpounded annually for the entire term of thgom, and that the option is exercised
and sold on the last day of its term for the apipted stock price. The assumed rates of appreniati®@ mandated by the rules of the SEC and
do not represent the Company's estimate of theduyttices or market value of the Company's ComnionkS

OPTION GRA NTS IN THE LAST FISCAL YEAR
PERCENT OF
TOTA L POTENTIAL REALIZ ABLE VALUE
NUMBER OF OPTIO NS AT ASSUMED ANN UAL RATES
SECURITIES  GRANTE DTO OF PRICE APPRECI ATION FOR
UNDERLYING EMPLOY EES OPTION TE RM
OPTIONS IN FIS CAL EXERCISE = - e
NAME GRANTED(1) YEA R PRICE EXPIRATION 5% 10%
Charles Yeagley............ 25,000 100% $.931 6/26/10 $14,650 $37,094

(1) The options are currently exercisable with eespo 12,500 shares and will become exercisalite nespect to the other 12,500 shares
commencing June 26, 2001.

AGGREGATED FISCAL YEAR-END OPTION VALUES

No options were exercised during fiscal 2001. TdilWwing table sets forth the number and valuex@reisable and unexercisable optit
held as of March 31, 2001 by each of the nameduixecofficers.

FISCAL YEAR-END OPTION VALUES

NUMBER OF SECUR ITIES
UNDERLYING UNEXE RCISED VALUE OF UNEXERCISED



OPTIONS AT IN-THE-MONEY OPTIONS AT

MARCH 31, 200 1(#) MARCH 31, 2001($)
NAME EXERCISABLE UNEX ERCISABLE EXERCISABLE UNEXERCISABLE
Charles Yeagley........... 12,500 1 2,500 $5875 $5,875
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EMPLOYMENT AGREEMENTS

The Company has entered into an employment agreeminMr. Anthony Souza pursuant to which he ispboged full-time as the
Company's President and Chief Executive Officee dhginal agreement, entered into on Decembe®991which was scheduled to expire
on June 1, 2001, has been extended through mwnsént to June 1, 2003 and provides for an anrasa balary of $300,000. As additional
consideration for services to be rendered, Mr. 8auas granted, for a period of ten years from datgant (January 31, 2000), an option to
purchase 60,000 shares of the Company's CommoR, $tasuant to the terms of the Company's 1994kSttion Plan. Mr. Souza also is
entitled to receive an incentive bonus ("Bonus'jado six and two-thirds percent (6 2/3%) of the-fax income earned by the Company in
each fiscal year. Mr. Souza will not be entitlecgatbonus in any fiscal year in which the Compapsgstax incomes does not exceed
$1,500,000. The Company's Board of Directors mag gtant supplemental bonuses or increase theshéy payable to Mr. Souza. In
addition to his cash compensation, Mr. Souza reseain automobile allowance and other benefitsdtiiet) those generally provided to other
employees of the Company.

The Company has entered into an employment agreeminMr. Richard Marks pursuant to which he ispgayed full-time and reports
directly to the Board of Directors and Chief Ex@eatOfficer of the Company. This agreement wasrexténto on January 1, 2000 is
scheduled to expire on January 1, 2004 and proVatesn annual base salary of $300,000. As an inaerMr. Marks shall be paid a bonus
("Bonus") equal to five percent (5%) of the pre-tasome earned by the Company in each fiscal yarMarks will not be entitled to a
bonus in any fiscal year in which the Company'stpreincomes does not exceed $2,000,000. The CoytgpBoard of Directors may also
grant supplemental bonuses or increase the baay palyable to Mr. Marks. In addition to his casimpensation, Mr. Marks receives an
automobile allowance and other benefits, includirage generally provided to other employees ofbmpany as well as an allowance for
the purpose of obtaining life insurance on Mr. Matke and that of his spouse. The agreementduhovides, under certain circumstances,
that the Company, as liquidated damages or seveacor both, shall pay Mr. Marks () salary thgbuhe termination date at the annual
rate in effect immediately prior to the terminatidate and (1) three times the amount of such anmate.

The Company has entered into an employment agrdemiignMr. Charles Yeagley pursuant to which hensployed full-time as the
Company's Chief Financial Officer. The agreememitgie=d into on June 26, 2000 is scheduled to expi®ecember 1, 2001 and provides

an annual base salary of $175,000. As additionadideration for services to be rendered, Mr. Yeauglas granted, for a period of ten years
from date of said grant, an option to purchase@bghares of the Company's Common Stock, pursaahetterms of the Company's 1994
Stock Option Plan. Furthermore, Mr. Yeagley shalplaid an incentive bonus ("Bonus") equal to oneqré (1%) of the pre-tax income
(without giving effect to any tax on such incoméaather actual or offset by loss carryovers) ealnethe Company in each fiscal year. Mr.
Yeagley will not be entitled to a bonus in any éisgear in which the Company's pre-tax incomes do¢€xceed $2,000,000. The Company's
Board of Directors may also grant supplemental Beswor increase the base salary payable to Mr.I&edg addition to his cash
compensation, Mr. Yeagley receives an automobile
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allowance and other benefits, including those gaheprovided to other employees of the Company.

The Company has entered into a three year emplayageeement dated February 23, 2000 with Mr. Stédratz pursuant to which he is
employed full-time as the Company's Senior Viceskient - QA/Engineering. The agreement expiresefirirary 23, 2003 and provides for
an annual base salary of $250,000 and a one yearasee agreement which guarantees $300,000 taibevithin 60 days of termination.
The Company's Board of Directors may also granubes or increase the base salary payable to Miz.Kreaddition to his cash
compensation, Mr. Kratz has exclusive use of a Gomgmpwned automobile and he receives additionagfitshincluding those that are
generally provided to other employees of the ComgpBarsuant to the agreement, Mr. Kratz also has lgeanted options under the 1994
Stock Option Plan to purchase (1) 65,000 shargomfimon Stock at an exercise price of $7.75 persk;,400 of which have been exerci
and the remainder of which are fully vested ang5H,000 shares of Common Stock at an exercise pfi§10.63 per share, all of which are
fully vested.

In conformity with the Company's policy, all of ilirectors and officers execute confidentiality amhdisclosure agreements upon the
commencement of employment with the Company. Theeagents generally provide that all inventionsiscalveries by the employee rela
to the Company's business and all confidentiarmédion developed or made known to the employemguhe term of employment shall be
the exclusive property of the Company and shallaodlisclosed to third parties without prior ap@ioaf he Company. The Company's
employment agreements with Messrs. Souza, Marksyaagley also contain non-competition provisidme preclude each employee from
competing with the Company for a period of two ypefaom the date of termination of his employmerite Tompany's employment
agreement with Mr. Kratz contains a non-competipoovision which precludes him from competing wiitle Company for a period of one
year from the date of termination of his employmé&hitblic policy limitations and the difficulty ofotaining injunctive relief may impair tr
Company's ability to enforce the non-competitiod anndisclosure covenants made by its employees.

EXECUTIVE AND KEY EMPLOYEE INCENTIVE BONUS PLAN

In August 1995, the Board of Directors approvedatieption of the Company's Executive and Key EmgdoBonus Plan (the "Bonus Plan").
The purpose of the Bonus Plan is to provide annitiee for (1) each officer of the Company electgdthe Board of Directors and not
excluded by the Compensation Committee, includimgexecutive officers named in the Summary Compiemsaable, and (Il) each key
employee expressly included by the Compensationrfiittee (collectively, the "Participants"”) to achéesubstantial increases in the
profitability of the Company in comparison to ther@pany's performance in the previous fiscal yegpiioyiding bonus compensation tied to
such increases in profitability.

The Bonus Plan is administered by the Compens&@ammittee, which has the power and authority te @kactions and make
determinations which it deems necessary or desitabhdminister the Bonus Plan, including the poavet authority to extend, amend,

modify or terminate the Bonus Plan at any time inchange award periods and determine the timenastfor payment of bonuses. The
Compensation Committee establishes the bonus saaget performance goals and establishes any o#sures as may be necessary to mee
the objectives of the Bonus Plan.

No bonuses will be awarded under the Bonus Plagssrthe earnings before interest and taxes, exelosiextraordinary items, of a fisc
year exceed such earnings for the prior fiscal Ygeat least 20%. Under the Bonus Plan, Particgpareg grouped into four classes, with e
class having a different range of bonus paymemtadhieving specified targets of such earnings. mhgimum
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bonus payments, payable in the event that suclingarfor a fiscal year exceed such earnings foptiar fiscal year by 40%, range among
the groups from 27% to 50% of base salary.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT.

The following table sets forth, as of June 15, 2@@ttain information as to the Common Stock owhmigrsf each of the Company's directors
and nominees for director, each of the officerdlided in the Summary Compensation Table belowexaktutive officers and directors as a
group and all persons known by the Company to bd#neficial owners of more than five percent ef@ompany's Common Stock.

Name and Address of Amount and Nature of Percent of
Beneficial Shareholder Beneficial Ownership (1) Class
Mel Marks 2,149,431 2) 27.0%

c/o Motorcar Parts & Accessories, Inc.
2929 California Street
Torrance, CA 90503

Richard Marks 513,566 3) 7.8%
c/o Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 90503

Anthony Souza 120,000 4) 1.8%
c/o Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 90503

Steven Kratz 63,600 (5) 12)
c/o Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 90503

Selwyn Joffe 85,250 (6) 1.3%
c/o Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 90503

Murray Rosenzweig 35,500 (@) 12)
c/o Linden Maintenance Corp.

134-02 33rd Avenue

Flushing, NY 11354

Charles Yeagley 25,000 (8) (12)
c/o Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 90503
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Name and Address of Amount and Nature of Percent of
Beneficial Shareholder Beneficial Ownership (1) Class

Dimensional Fund Advisors, Inc. 341,700 9) 5.3%
1299 Ocean Avenue
Santa Monica, CA 90401

Wells Fargo Bank 400,000 (10) 6.2%
333 S. Grand Avenue, Suite 940
Los Angeles, CA 90071

Directors and executive officers as a 2,478,781 (11) 27.7%

group
(6 persons)

1. The listed shareholders, unless otherwise itelica the footnotes below, have direct ownershigrthe amount of share indicated in the
table.

2. Includes 1,500,000 shares of common stock ieshe=d to Mr. Marks upon the completion of theleetént of the class action lawsuit. For
additional information, see the discussion underdéption "ltem 3--Legal Proceedings".

3. Includes 125,000 shares issuable upon exertmarently exercisable options granted under ®@41Stock Option Plan, 142,857 shares
held by The Marks Family Trust, of which Richardiksis a Trustee and a beneficiary and 11,586 sheelel by Mr. Marks' wife and their
sons.

4. Includes 90,000 shares issuable upon exerciserodntly exercisable options under the 1994 S@ption Plan as amended.
5. Represents 63,600 shares issuable upon exefaipdions exercisable under the 1994 Stock Of@ilam.

6. Represents 15,000 shares issuable upon exefaserently exercisable options granted underGbenpany's 1996 Stock Option Plan (the
"1996 Stock Option Plan™) and 68,750 shares issuapbn exercise of currently exercisable optiormsigrd under the NoBmployee Directc
Plan.

7. Includes 34,000 shares issuable upon exercisermdntly exercisable options granted under thre Bmployee Director Plan.

(8) Represents 25,000 shares issuable upon exefagdions currently exercisable or exercisablthimione year which were granted under
the Company's 1996 Stock Option Plan.

9. The amount and nature of beneficial ownershithe$e shares by Dimensional Fund Advisors, Inbaged solely on the Schedule 13G
filings, as submitted to the Company. The CompaBgard of Directors has no independent knowledgb@ficcuracy or completeness of
information set forth in such Schedule 13G filingst has no reason to believe that such informasiomot complete or accurate.

10. Includes the total number of shares of comntocksssuable upon the exercise of the warrantetsso the bank by the Company,
pursuant to the existing loan agreement.
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11. Includes 166,100 shares issuable upon exestm@rently exercisable options granted underli®@4 Stock Option Plan; 15,000 shares
issuable upon exercise of currently exercisabl®optgranted under the 1996 Stock Option Plan;7BIPshares issuable upon exercisable
options granted under the Non-Employee DirectonPaad 1,500,000 shares of new common stock tesaed upon the completion of the

settlement of the class action lawsuit.

12. Less than 1%.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The Company has entered into consulting arrangenvettt two of the members of its Board of Directdelwyn Joffe and Mel Marks. For
more information, see the discussion under the@apltem 11--Compensation of Directors".

In connection with the proposed settlement of @ertkass action litigation, the Company has agiteeskell Mel Marks 1,500,000 shares of its
Common Stock for a total cash price of $1,500,F@0.additional information, see the discussiondhgtion "ltem 3--Legal Proceedings."
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PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K.

a. DOCUMENTS FILED AS PART OF THIS REPORT:

(1) INDEX TO CONSOLIDATED FINANCIAL STATEMENTS:

NUMBER

3.2

3.3

3.4

35

Report of Independent Certified Public Acc
Consolidated Balance Sheets...............
Consolidated Statements of Operations.....
Consolidated Statement of Shareholders' Eq
Consolidated Statements of Cash Flow......
Notes to Consolidated Financial Statements

2) SCHEDULES.
Valuation and Qualifying Accounts.......... L F-26
?3) EXHIBITS:
DESCRIPTION OF EXHIBIT METHOD OF FILING
Certificate of Incorporation of the Company. Incorporated by reference to Exh
the Company's Registration State
SB-2 (No. 33-74528) declared eff
March 22, 1994 (the "1994 Regist
Statement.").
Amendment to Certificate of Inc orporation of  Incorporated by reference to Exh
the Company. the Company's Registration State
Form S-1 (No. 33-97498) declared
on November 14, 1995 (the "1995
Registration Statement").
Amendment to Certificate of Inc orporation of  Incorporated by reference to Exh
the Company. the Company' s Annual Report on
for the fiscal year ended
March 31, 1997 (the "1997 Form 1
Amendment to Certificate of Inc orporation of  Incorporated by reference to Exh
the Company. the Company's Annual Report on F
for the fiscal year ended
March 31, 1998 (the "1998 Form 1
By-Laws of the Company. Incorporated by reference to Exh

the 1994 Registration Statement.

Page 2¢

ibit 3.1 to
ment on Form
ective on
ration

ibit 3.2 to
ment on
effective

ibit 3.3 to
Form 10-K

0-K").

ibit 3.4 to
orm 10-K

0-k").

ibit 3.2 to



NUMBER

4.3

4.4

4.5

4.6

4.7

4.8

10.1

10.2

10.3

DESCRIPTION OF EXHIBIT

Specimen Certificate of the Com
Stock

Form of Underwriter's Common St
Warrant.

1994 Stock Option Plan

Form of Incentive Stock Option

1994 Non-Employee Director Stoc

1996 Stock Option Plan.

Executive and Key Employee Ince
Plan.

Rights Agreement, dated as of F
1998, by and between the Compan
Continental Stock Transfer and
Company, as rights agent.

Credit Agreement, dated as of J
by and between the Company and
Bank, N.A.

First Amendment to Credit Agree
as of November 1, 1996, by and
Company and Wells Fargo Bank, N

Second Amendment to Credit Agre
as of August 8, 1997, by and be
Company and Wells Fargo Bank, N

METHOD OF FILING

pany's Common Incorporated by reference to Exh
the 1994 Registration Statement.

ock Purchase Incorporated by reference to Exh
the 1994 Registration Statement.

Incorporated by reference to Exh
the 1994 Registration Statement.

Agreement Incorporated by reference to Exh
to the 1994 Registration Stateme

k Option Plan.  Incorporated by reference to Exh
the Company's Annual Report on F
for the fiscal year ended March

Incorporated by reference to Exh
the Company's Registration State
Form S-2 (No. 333-37977) declare
on November 18, 1997 (the "1997
Registration Statement").

ntive Bonus Incorporated by reference to Exh
the 1995 Registration Statement.

ebruary 24, Incorporated by reference to Exh
y and Registration Statement.

Trust

une 1, 1996, Incorporated by reference to Exh

Wells Fargo to the Company's Quarterly Repor
10-Q for the quarter ended Decem
1996 (the "December 31, 1996 For

ment, dated Incorporated by reference to Exh
between the to the 1997 Form 10-K.
A

ement, dated Incorporated by reference to Exh
tween the to the 1997 Registration Stateme
A
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NUMBER

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

DESCRIPTION OF EXHIBIT

Third Amendment to Credit Agree
as of February 10, 1998, by and
Company and Wells Fargo Bank, N

Lease Agreement, dated March 9,
between the Company and Maricop
Enterprises, Ltd., relating to
initial facility located in Tor
California.

Second Amendment to Lease, date
1996, by and between the Compan
Maricopa Enterprises, Ltd., rel
Company's initial facility loca
Torrance, California

Amendment to Lease, dated Octob
by and between the Company and
Enterprises, Ltd. relating to a
property in Torrance, Californi

Amended and Restated Employment
dated as of September 1, 1995,
between the Company and Mel Mar

First Amendment to Amended and
Employment Agreement, dated as
1997, by and between the Compan
Mel Marks.

Amended and Restated Employment
dated as of September 1, 1995,
between the Company and Richard

First Amendment to Amended and
Employment Agreement, dated as
1997, by and between the Compan
Marks.

Employment Agreement, dated as
February 1, 1994, by and betwee
and Steven Kratz.

First Amendment to Employment A
dated as of September 1, 1995,
between the Company and Steven

METHOD OF FILING

ment, dated Incorporated by reference to Exh
between the to the 1998 Registration Stateme
A

1993, by and  Incorporated by reference to Exh

a to the 1994 Registration Stateme

the Company's

rance,

d October 1, Incorporated by reference to Exh
y and to the 1997 Form 10-K.

ating to the

ted in

er 3, 1996, Incorporated by reference to Exh
Golkar to the December 31, 1996 Form 10
dditional

a.

Agreement, Incorporated by reference to Exh
by and to the 1995 Registration Stateme
ks.

Restated Incorporated by reference to Exh
of April 1, to the 1997 Form 10-K.

y and

Agreement, Incorporated by reference to Exh
by and to the 1995 Registration Stateme
Marks.

Restated Incorporated by reference to Exh

of April 1, to the 1997 Form 10-K.
y and Richard

of Incorporated by reference to Exh
n the Company  to the 1994 Registration Stateme

greement, Incorporated by reference to Exh
by and to the 1995 Registration Stateme
Kratz.
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NUMBER

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

DESCRIPTION OF EXHIBIT
Second Amendment to Employment
dated as of April 1, 1997, by a
the Company and Steven Kratz.

Employment Agreement, dated as
1994, by and between the Compan
Bromberg.

First Amendment to Employment A
dated as of September 1, 1995,
between the Company and Peter B

Second Amendment to Employment
dated as of April 1, 1997, by a
the Company and Peter Bromberg.

Employment Agreement, dated as
September 1, 1995, be and betwe
Company and Eli Makowitz.

Employment Agreement, dated as
1997, by and among MVR, Unijoh
Quek.

Form of Consulting Agreement, d
September 1, 1995, by and betwe
Company and Selwyn Joffe.

Form of Employment Agreement, d
October 1, 1997, by and between
and Karen Brenner.

Lease Agreement, dated March 28
and between the Company and Equ
Assurance Society of the United
relating to the Company's facil
in Nashville, Tennessee.

Lease Agreement, dated Septembe
by and between Golkar Enterpris
the Company relating to the Com
facility located in Nashville,

METHOD OF FILING

Agreement, Incorporated by reference to Exh
nd between to the 1997 Form 10-K.

of March 1, Incorporated by reference to Exh
y and Peter to the 1994 Registration Stateme

greement, Incorporated by reference to Exh
by and to the 1995 Registration Stateme
romberg.

Agreement, Incorporated by reference to Exh

nd between to the 1997 Form 10-K.

of Incorporated by reference to Exh
en the to the 1995 Registration Stateme
of April 1, Incorporated by reference to Exh

and Vincent to the 1997 Form 10-K.

ated as of Incorporated by reference to Exh
en the to the 1995 Registration Stateme
ated as of Incorporated by reference to Exh

the Company to the 1997 Registration Stateme

, 1995, by Incorporated by reference to Exh
itable Life to the Company's Annual Report o
States, Form 10-KSB for the fiscal year

ity located 1995.

r 19, 1995, Incorporated by reference to Exh
es, Ltd. and to the 1995 Registration Stateme
pany's

Tennessee.
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NUMBER

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

18.1

DESCRIPTION OF EXHIBIT

Agreement and Plan of Reorganiz
as of April 1, 1997, by and amo
Mel Marks, Richard Marks and Vi
relating to the acquisition of

Form of Indemnification Agreeme
officers and directors.

Employment Agreement, dated Dec
1999, by and between the Compan
Souza.

Consulting Agreement, dated Dec
1999, by and between the Compan
Joffe.

Employment Agreement, dated Jan
by and between the Company and

Warrant to Purchase Common Stoc
April 20, 2000, by and between
and Wells Fargo Bank, National

Amendment No. 1 to Warrant, dat
2001, by and between the Compan
Fargo Bank, National Associatio

Investor Rights Agreement, date
2000, by and between the Compan
Fargo Bank, National Associatio

Second Amended and Restated Cre
dated May 31, 2001, by and betw
and Wells Fargo Bank, National

Term Note, dated May 31, 2001,
between the Company and Wells F
National Association.

Revolving Line of Credit Note,
2001, by and between Wells Farg
National Association.

Memorandum of Employment Contra
dated March 23, 2000 by and bet
the Company and Steven Kratz

Employment Contract, dated June
2000 by and between the Company
and Charles Yeagley

Preferability Letter to the Com
Grant Thornton LLP.

METHOD OF FILING

ation, dated Incorporated by reference to Exh
ng the Company, to the 1997 Form 10-K.
ncent Quek

MVR and Unijoh.

nt for Incorporated by reference to Exh
to the 1997 Registration Stateme

ember 1, Filed herewith.

y and Anthony

ember 1, Filed herewith.
y and Selwyn

uary 1, 2000, Filed herewith.
Richard Marks.

k, dated Filed herewith.
the Company

Association.

ed May 31, Filed herewith.
y and Wells

n.

d April 20, Filed herewith.
y and Wells
n.

dit Agreement,  Filed herewith.
een the Company
Association.

by and Filed herewith.
argo Bank,

dated May 31, Filed herewith.

0 Bank,

ct, Filed herewith.
ween

26, Filed herewith.
pany from Filed herewith.
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NUMBER DESCRIPTION OF EXHIBIT M ETHOD OF FILING

21.1 List of Subsidiaries. | ncorporated by reference to Exhibit 21.1
t o the 1998 Registration Statement.

B. REPORTS ON FORM 8-K:

Current Report on Form S-K, dated October 12, 28@0rting on matters covered in Iltem 5 and inclgdionsolidated statement of financial
position dated March 31, 2000.

Current Report on Form 8-K, dated January 17, 28@trting on matters covered in Item 5 and inclgdii consolidated financial statements
and report of independent certified accountantgcM&1, 2000 and 1999, (ii) interim financial infoation at and for the period ended June
30, 2000 and (iii) interim financial information and for the period ended September 30, 2000.

Current Report on Form 8-K, dated March 28, 20@breéng on matters covered in Item 5 and includirtgrim financial information at and
for the period ended December 31, 2000.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors and Shareholders
Motorcar Parts & Accessories, Inc.

We have audited the accompanying consolidated balsineets of Motorcar Parts & Accessories, Inc.Quiukidiaries as of March 31, 2001
and 2000, and the related consolidated stateménfsenations, shareholders' equity and cash flawghie years then ended. These
consolidated financial statements are the respiibsid§ the Company's management. Our responsjbiti to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6ig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of Motorcar Parts & Accessories, Inc. and Subsidgas of March 31, 2001 and 2000, and the coraelidresults of their operations and
their consolidated cash flows for the years thedednin conformity with accounting principles gesir accepted in the United States of
America.

Los Angeles, California
June 14, 2001
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Motorcar Parts & Accessories, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

March 31,
ASSETS
2001 2000
CURRENT ASSETS:
Cash and cash equivalents $ 164,000 $ 1,123,000
Short term investments 191,000 224,000
Accounts receivables, net of allowance for dou btful
accounts and core/warranty returns of $6,08 8,000
and $6,717,000 in 2001 and 2000, respective ly 7,324,000 15,263,000
Inventory 35,209,000 36,246,000
Restricted deposit 1,500,000 -
Income tax refund receivable - 1,173,000
Prepaid expenses and other current assets 659,000 313,000
Total current assets 45,047,000 54,342,000
PLANT AND EQUIPMENT, net 9,087,000 11,375,000
DEFERRED TAX ASSET 3,250,000 3,250,000
INCOME TAX REFUND RECEIVABLE 2,445,000 2,486,000
OTHER ASSETS 279,000 348,000
$ 60,108,000 $ 71,801,000

The accompanying notes are an integral part okteegements.
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Motorcar Parts & Accessories, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS - CONTINUED

March 31,
LIABILITIES AND SHAREHOLDERS' EQUIT Y
2001 200 0
CURRENT LIABILITIES:
Accounts payable $ 7,216,000 $ 9,50 2,000
Accrued liabilities 4,151,000 3,84 3,000
Line of credit 28,950,000 36,66 1,000
Accrued litigation settlement 1,500,000 -
Deferred compensation 197,000 23 4,000
Current portion of capital lease obligations 1,197,000 1,10 6,000
Total current liabilities 43,211,000 51,34 6,000
CAPITALIZED LEASE OBLIGATIONS, less current portion 2,099,000 3,06 2,000
DEPOSIT FROM SHAREHOLDER 1,500,000 -
COMMITMENTS AND CONTINGENCIES - -
SHAREHOLDERS' EQUITY:
Preferred stock; par value $.01 per share, 5,0 00,000
shares authorized; none issued - -
Series A Junior Participating Preferred Stock; no par
value, 20,000 shares authorized; none issue d - -
Common Stock; par value $.01 per share, 20,000 ,000
shares authorized; 6,460,455 shares issued 65,000 6 5,000
and outstanding
Additional paid-in capital 51,281,000 51,28 1,000
Accumulated other comprehensive loss (88,000) 9 5,000)
Accumulated deficit (37,960,000) (33,85 8,000)
Total shareholders' equity 13,298,000 17,39 3,000
$ 60,108,000 $ 71,80 1,000

The accompanying notes are an integral part oktetements.



Motorcar Parts & Accessories, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF OPERATIONS

Year ended March 31,

2001 2000
NET SALES $ 160,699,000 $ 194,293,000
COST OF GOODS SOLD 148,731,000 188,097,000
Gross margin 11,968,000 6,196,000
OPERATING EXPENSES
General and administrative expenses 8,291,000 11,832,000
Sales and marketing 1,216,000 1,864,000
Litigation settlement 1,500,000 -
Restructuring expenses 914,000 -
Research and development 472,000 714,000
Provision for doubtful accounts (36,000) 321,000
Total operating expenses 12,357,000 14,731,000
OPERATING LOSS (389,000) (8,535,000)
OTHER EXPENSE (INCOME)
Interest expense 3,771,000 3,227,000
Interest income (71,000) (47,000)
3,700,000 3,180,000
LOSS BEFORE INCOME TAXES AND CUMULATIVE
EFFECT OF ACCOUNTING CHANGE (4,089,000) (11,715,000)
Income tax (expense) benefit (13,000) 1,173,000
LOSS BEFORE CUMULATIVE EFFECT OF
ACCOUNTING CHANGE (4,102,000) (10,542,000)
Cumulative effect of accounting change - (17,702,000)
NET LOSS $ (4,102,000) $ (28,244,000)
Basic and diluted loss per share before cumulative effect
of accounting change $ (0.63) $ (1.63)
Cumulative effect of accounting change - (2.74)
Basic and diluted loss per share $ (0.63) $ (4.37)
Weighted average common shares outstanding 6,460,455 6,460,455

The accompanying notes are an integral part obteegements.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF SHAREHOLDER'S EQUITY

For the years ended March 31, 2001 and 2000

Common Stoc

Shares A
Balance at April 1, 1999 6,460,455 $
Foreign currency translation -

Unrealized loss on investments -

Net loss -

Comprenhensive loss

Balance at March 31, 2000 6,460,455
Foreign currency translation -
Unrealized gain on investments -

Net loss -

Comprenhensive loss

Balance at March 31, 2001 6,460,455 $

Accumulated
k Additional ~ Other
—————— Paid-in Comprehensive Accumulated
mount  Capital Loss Deficit

65,000 $51,281,000 $ (72,000) $ (5,614,000)

- - 2,000 -
- - (25,000) -

- - - (28,244,000)

65,000 51,281,000 (95,000) (33,858,000)
- - 2,000 -
- - 5,000 -

- - - (4,102,000)

65,000 $51,281,000 $ (88,000) $ (37,960,000)

The accompanying notes are an integral part oktetements.

Comprehensive
Total Loss

$ 45,660,000
2,000 $ 2,000
(25,000)  (25,000)

(28,244,000)  (28,244,000)

17,393,000
2,000 $ 2,000
5,000 5,000

(4,102,000)  (4,102,000)



Motorcar Parts & Accessories, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year ended March 31,

2001 20 00
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (4,102,000) $ (28, 244,000)
Adjustments to reconcile net loss to net cash p rovided by
(used in) operating activities:
Depreciation and amoritization 2,971,000 3, 011,000
Provision for doubtful accounts (36,000) 321,000
Cumulative effect of accounting change - 17, 702,000
Provision for litigation settlement 1,500,000
Loss on disposal of assets 176,000 -
Changes in:
Accounts receivable 7,975,000 3, 964,000)
Inventory 1,037,000 14, 389,000
Income tax refund receivable 1,214,000 768,000
Restricted deposit (1,500,000) -
Prepaid expenses and other current asse ts (346,000) 137,000
Other assets 69,000 657,000
Accounts payable (2,286,000) (8, 743,000)
Accrued liabilites 308,000 ( 851,000)
Deferred compensation obligation (37,000) ( 843,000)
Net cash provided by (used in) opera ting activities 6,943,000 (5, 660,000)
CASH FLOWS FROM INVESTING ACTIVITES
Purchases of property, plant and equipment (726,000) (1, 184,000)
Liquidation of investments 38,000 721,000
Net cash used in investing activitie S (688,000) ( 463,000)

The accompanying notes are an integral part oktetements.
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Motorcar Parts & Accessories, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS--CONTINUED

CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings under the line of credit
Payments under the line of credit
Advance from major shareholder
Payment on capital lease obligations

Net cash (used in) provided by
financing activities

EFFECT OF TRANSLATION ADJUSTMENT ON CASH
NET (DECREASE) INCREASE IN CASH AND

CASH EQUIVALENTS
Cash and cash equivalents--beginning of year

CASH AND CASH EQUIVALENTS--END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH
FLOW INFORMATION:
Cash paid during the year for:
Interest

Income taxes

Noncash investing and financing activities

Property acquired under capital lease

The accompanying notes are an integral part oktetements.

Year ended March 31,

2001 2000
$ 44,050,000 $ 54,385,000
(51,761,000) (46,947,000)
1,500,000 -
(1,005,000) (1,139,000)
(7,216,000) 6,299,000
2,000 2,000
(959,000) 178,000
1,123,000 945,000
$ 164,000 $ 1,123,000
$ 3,490,000 $ 3,081,000
$800 $500
$ 133,000 $ 767,000



Motorcar Parts & Accessories, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2001 and 2000

NOTE A--COMPANY BACKGROUND

Motorcar Parts & Accessories, Inc. and its subsigia(the "Company") remanufactures and distribateEsnators and starters and assembles
and distributes spark plug wire sets for the autbreaftermarket industry (replacement parts sotdue on vehicles after initial purchase).
These automotive parts are sold to automotivelretains and warehouse distributors throughoutthiged States.

The Company obtains used alternators and stacemsmonly known as cores, primarily from its custosn@etailers) as trade-ins and by
purchasing them from vendors (core brokers). Thalegs grant credit to the consumer when the psetlis returned to them, and the
Company in turn provides a credit to the retailgorureturn to the Company. These cores are antedseaterial needed for the
remanufacturing operations. The Company has reraaturfng operations for alternators and starte(Gdlifornia, Singapore and Malaysia.
Assembly operations for spark plug wire kits arefqgrened in Tennessee.

NOTE B--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
1. Principles of Consolidation

The accompanying consolidated balance sheet inglileaccounts of Motorcar Parts & Accessories,dnd its wholly owned subsidiaries.
All significant intercompany accounts and trangattihave been eliminated.

2. Cash Equivalents
The Company considers all highly liquid investmegmischased with an original maturity of three mandin less to be cash equivalents.
3. Inventory

Inventory is stated at the lower of cost or markiist is determined by the average cost method;hwdpproximates the first-in, first-out
(FIFO) method. Market is determined by comparisoodre broker prices. The Company provides an afm& for potentially excess and
obsolete inventory based upon historical usageagmduct's life cycle. Inventory costs include en@ and core components, labor and
overhead.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTIN UED
March 31, 2001 and 2000

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
4. Income Taxes

The Company accounts for income taxes in accordaitbeStatement of Financial Accounting Standaf@&-@AS") No. 109, "Accounting for
Income Taxes" which requires the use of the ligbitiethod of accounting for income taxes. The ligbmethod measures deferred income
taxes by applying enacted statutory rates in efiethe balance sheet date to the differences ettt tax bases of assets and liabilities and
their reported amounts in the financial statem€he resulting asset or liability is adjusted tdeef changes in the tax laws as they occur. A
valuation allowance is provided against deferredatssets when their estimated realization is uatert

5. Depreciation and Amortization

Plant and equipment are stated at cost, less adatadwdeprecation and amortization. The cost oftead and improvements are capitalized,
while maintenance and repairs are charged to egpghen incurred. Depreciation and amortizationpaiorided on a straight line basis in
amounts sufficient to relate the cost of depreei@sisets to operations over their estimated sdivaes which range from three to ten years.
Leasehold improvements are amortized over the bféise respective leases or the service liveb@improvements, whichever is shorter.

Accelerated depreciation methods are used forugggses. A provision for deferred income taxestirgdeto depreciation temporary
differences has been recognized.

6. Foreign Currency Translation

For financial reporting purposes, the functionarency of the foreign subsidiaries is the localreacy. The assets and liabilities of foreign
operations are translated at the exchange raféeict at the balance sheet date. The accumulate@jfocurrency translation adjustment is
presented as a component of other comprehensise los

7. Revenue Recognition

The Company recognizes revenue when performanteeb@ompany is complete. For products shippeddreeoard ("FOB") shipping

point, revenue is recognized on the date of shipnfe products shipped FOB destination, revenuesexrognized two days after date of
shipment. Revenue is recognized for the "unit Valtepresenting the remanufactured value-addedamemlus the "core value", representing
the assigned value of the core if no warranty arrreis obtained.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTIN UED
March 31, 2001 and 2000

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
7. Revenue Recognition (continued)

Trade-ins are recorded and a credit is issued vgaipt of cores from customers. An accrual fodeérans authorized but not received is
recorded at the balance sheet date. The diffeiartbe amount of credit provided to the customet e value of the returned core is char
to cost of goods sold.

8. Earnings Per Share

Basic loss per share is computed by dividing thidoss by the weighted average number of sharesrmmon stock outstanding during the
period. Diluted loss per share includes the effiéetny, from the potential exercise or conversibisecurities, such as stock options and
warrants, which would result in the issuance oféntental shares of common stock. Diluted loss paresfor years ended March 31, 2001
and March 31, 2000, does not include the effe@5&,875 options outstanding at March 31, 2001 tmeeffect of 684,750 options
outstanding at March 31, 2000, as they were ahitidé.

9. Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statement. Actual results could diffesrfr those estimates.

10.Financial Instruments

The carrying amounts of cash and cash equivalshisi-term investments, accounts receivable, adsqayable, accrued liabilities and debt
approximate their fair value due to the short-teature of these instruments. The carrying amounitng-term receivables, capital lease
obligations and other long-term liabilities approgite their fair value based on current rates fetriniments with similar characteristics.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTIN UED
March 31, 2001 and 2000

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
11.Stock-Based Compensation

The Financial Accounting Standards Board ("FASBA3 issued SFAS No. 123, "Accounting for Stock-B&Serthpensation”, which
encourages, but does not require, companies todeoonpensation cost for stock-based employee cosgtien under a fair value based
method. The Company has elected to continue touatdor its stock-based employee compensation ubi@gntrinsic value method
prescribed by Accounting Principles Board Opiniom ®5 ("APB No. 25"), "Accounting for Stock IssuedEmployees" and disclose the pro
forma effects on net loss and loss per share taththvalue of such compensation been expensedeithe provisions of APB No. 25,
compensation cost for stock options is measurgbeasxcess, if any, of the quoted market pricéhef@Gompany's common stock at the da
the grant over the amount an employee must pagdoiie the stock.

12.Credit Risk

Substantially all of the Company's sales are tditepautomotive parts retailers. Credit risk wiglspect to trade accounts receivable is limited
due to the Company's credit evaluation processlandature of its customers.

13. Deferred Compensation Plan

The Company has a deferred compensation plan ftaicenanagement. The plan allows participantsfedsalary, bonuses and commiss
The assets of the plan are held in a trust andubject to the claims of the Company's generalitmedunder federal and state laws in the
event of insolvency. Consequently, the trust giesifs a Rabbi trust for income tax purposes.

The plan's assets consist primarily of mutual fuffthe investments are classified as "availablesébe" and are recorded at market value with
any unrealized gain or loss recorded as a compariefiareholders' equity. Adjustments to the defénompensation obligation are recorded
in operating expenses.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTIN UED
March 31, 2001 and 2000

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
14. Comprehensive Loss

Statement of Financial Accounting Standards No, IB@porting Comprehensive Income", establisheddsteds for the reporting and display
of comprehensive income and its components inlaétlof general purpose financial statements. Gehgnsive income is defined as the
change in equity during a period resulting frorms@ctions and other events and circumstances fosrowner sources. The Company has
presented comprehensive loss on the Consolidagdri¢nt of Shareholders' Equity.

NOTE C - REALIZATION OF ASSETS

The accompanying financial statements have begraprd in conformity with generally accepted accognprinciples, which contemplate
continuation of the Company as a going concern. ¢l@r, the Company has significant pending litigatod investigations (see Note N).

Recoverability of a major portion of the recordedet amounts shown in the accompanying balance isheependent upon continued
operations of the Company. This in turn is depehdpon the Company's ability to meet its finanaieguirements on a continuing basis, to
maintain present financing, and to succeed iruitisré operations.

Management has taken steps to revise its operaimhéinancial requirements, which it believes su#icient to provide the Company with
the ability to continue in existence, maintainfitencing and return to profitability. These planslude the consolidation of operations and
reduction of costs. Management believes that tbkeaages will allow the Company to reduce its ingeptevels, reduce manufacturing labor
and overhead costs and eliminate low margin praduct

Management is actively pursuing resolution of teading litigation and investigations. Although thean be assurance as to the financial
impact from these matters, management believesttit be able to conclude these matters in asosable period.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTIN UED
March 31, 2001 and 2000

NOTE D - INVENTORY

Effective April 1, 1999, management adopted a nethwdology for accounting for inventory. Managentegiteves that the new
methodology better reflects the economics of itsifess while providing a better measurement uneleemglly accepted accounting
principles. Under the Company's new accounting odlogy, in recording core inventory at the lowécost or market, the Company
determines the market value based on considerationrrent core broker prices. Such values are atiyrfess than the core value credited to
customers' accounts when cores are returned ©@dhgany as trade-ins. An allowance for obsolescenpevided to reduce the carrying
value of inventory to its estimated market valuaribg the fourth quarter of fiscal year ended 2Qsla result of fluctuations in core broker

prices, the Company recorded an adjustment of $607p reflect inventory at the lower of cost orrke.

Inventory is comprised of the following:

Year ended March 31,

2001 2000
Raw materials and cores $ 23,619,000 $ 24,393,000
Work-in-process 1,195,000 1,758,000
Finished goods 14,648,000 15,351,000
39,462,000 41,502,000
Less - allowance for excess and obsolete inventory (4,253,000) (5,256,000)

$ 35,209,000 $ 36,246,000

NOTE E - PLANT AND EQUIPMENT

Plant and equipment, at cost, are summarized svil

Year ended March 31,

2001 2000

Machinery and equipment $ 11,703,000 $ 11,959,000

Office equipment and fixtures 4,697,000 4,452,000

Leasehold improvements 2,630,000 2,373,000
19,030,000 18,784,000

Less - accumulated depreciation and amortization (9,943,000) (7,409,000)

$ 9,087,000 $ 11,375,000
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE F--CAPITAL LEASE OBLIGATIONS

The Company leases various machinery and compgtéprent under agreements accounted for as cégutses. The cost and accumulated
amortization of capital lease assets includedamtphnd equipment was $5,877,000 and $2,597,0p@ctegely, at March 31, 2001 and
$5,744,000 and $1,731,000 respectively, at Marct26Q0.

Future minimum lease payments at March 31, 2001thicapital leases are as follows:

YEAR ENDING MARCH 31,

2002 $ 1,409,000
2003 1,358,000
2004 699,000
2005 43,000
2006 21,000
Total minimum lease payments 3,530,000
Less amount representing interest 234,000
Present value of future minimum lease payment 3,296,000
Less current portion 1,197,000
$ 2,099,000

NOTE G--LINE OF CREDIT

Pursuant to an agreement dated August 1, 1998nasded and restated, the Company has a revolviagficredit with a bank for a credit
facility in an aggregate principal amount not extieg $36.25 million. The maximum credit facilityrisduced to $33 million as of March 31,
2001. Additional permanent reductions shall be nfad&00 percent of the net proceeds from (i) tle sf assets outside the ordinary course
of business, (ii) the issuance of any debt or ggsued by the Company,

(i) any insurance payments received (exclusiv®wéctor's and Officers' insurance) in connectigth that certain litigation pending against
the company identified as JOSEPH L. SHALANT, IRA GBEHALF OF HIMSELF AND OTHERS SIMILARLY SITUATED, PAINTIFF

VS. MOTORCAR PARTS AND ACCESSORIES, INC. ET AL, DERDANTS, and (iv) all local, state and federal takunds received. The
agreement is collateralized by a lien on substliygd of the Company's assets. An annual commithfiee of .5% is due monthly on the
unused portion of the line of credit. Thee agreeralows the Company to obtain from the bank lsttafrcredit and banker's acceptances in
an aggregate amount not exceeding $1,000,000.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE G--LINE OF CREDIT--Continued

While the Company has made net payments on itoficeedit totaling $4,250,000 during the year ehtitarch 31, 2001, the Company
requested that the bank waive the requirementgtiba€ompany make the permanent reduction in éditfacility of $750,000 (to $33
million) that was due to be made by March 31, 200t Company has also requested that the bank wevequirements that the Company
use the $1.2 million tax refund it received in Reby 2001 to make a permanent reduction in theitdiedlity and the requirement that it
deposit $500,000 in a non-interest bearing accasiisecurity for the Company's letter of creditlfgci

In March 2001, the Company and the bank executehr@ndment to the loan agreement. The amendmaeritpdofor an extension of the
maturity date of the loan from March 31, 2001 toy\8d, 2001 and the waiver of principal reductioeferred to in the preceding paragraph.
The amendment also provided for an increase ieffeetive rate of interest charged by the bankredit advances to the Company. Until the
escrow account required as part of the proposélésent of the class action litigation (see Notehd$ been established and fully funded, the
interest rate increases from the bank's primeplate 1% to prime plus 2.5%. Once the escrow acchastbeen established and funded, the
interest rate decreases to prime plus 2.25%. Tthadexcreases to prime plus 2% when the class detisuit has been finally settled. If the
loan is not paid in full at maturity, the intereate would increase to the prime rate plus 4%.

On May 31, 2001 the Company and the bank exechteddcond amended and restated credit agreemetdr the new credit agreement, the
maturity date on the advances made to the Compasyewtended to April 30, 2002 and the balance €$8%750,000 was split into two
separate credit facilities, a revolving line ofditdacility of up to $24,750,000 and a $9,000,@80n loan. The amounts available under the
line of credit facility are limited to 75% of Eligie Accounts Receivable and 80% of Appraised NebRery Value of inventory, in each case
as such terms are defined in the May 31, 2001 aettadd restated credit agreement. The line of tcfadlity and the term note provide for
interest rates of 2.75% and 3.00%, respectivelgyalhe bank's prime rate (7.0% at June 25, 2@#oh quarter, the spreads above the b
prime rate can be reduced to 2.25% and 2.5%, régplycand increased to 3.0% and 3.25%, respegtiekdpending upon changes in the r

of the Company's funded debt to cash flow. Theapg@bove the bank's prime rate have been redyc@®% to take into account the
Company's establishment and funding of an escrawwatt to fund the settlement of the class actitigatiion discussed under the caption
"ltem 3--Legal Proceedings", and will be reducedabyadditional .25% when the class action lawsuseitled.

The bank loan agreement includes various finamacatitions, including minimum levels of monthly ab#&-month cash flow, monthly net
operating income (and maximum levels of any netatpgy loss), tangible net worth and gross saled,aanumber of restrictive covenants,
including prohibitions against additional indebteds, payment of dividends, pledge of assets arithtagpenditures in excess of $1,000,000
in any 12-month period. If the Company is in defavith any of its financial reporting obligatiorthie bank has the option of increasing the
applicable line of credit margin and the applicablen loan margin at 3.00% and 3.25%, respectigiyg, the option to apply the default
interest rate margin of 4% above the then-pengilate until such default is cured.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE H--STOCK ADJUSTMENTS

Stock adjustments are allowed under the termsrtdiceCompany agreements. Customers request stijektaents when the inventory level
of certain product lines exceeds their anticipat#lds level to their end-user customers. Some rmasoperform regular reviews of their
inventory and request stock adjustments while steeldom exercise their rights. Historically, thenpany charged a portion of these stock
adjustments against net revenues at the time wfireind expensed the balance as cost of salesnebeined.

In December 2000, because of an unprecedentedrigiiga from one customer the Company granted faiginit stock adjustments, resulting
in a reduction of (sales or costs) and net incoyn®898,000. There was no significant impact onmpigriods.

Due to current and expected changes in customanrpatterns, the Company now provides an allow#mcaenticipated stock adjustments
monthly. The costs associated with stock adjustmare charged against this allowance. The allowaneiewed quarterly looking back &
rolling 12 months, together with customer inputdegermine if the allowance should be adjustedMatch 31, 2001, the Company has
recorded an allowance of $225,000, through chatmesst of goods sold.

NOTE I--ACCUMULATED OTHER COMPREHENSIVE LOSS

Accumulated other comprehensive income consistiseofollowing components:

Year end ed March 31,
2001 2001
Foreign currency translation $ (68,000) $ (70,000)
Unrealized losses on investments (20,000) (25,000)
$  (88,000) $ (95,000)

NOTE J--EMPLOYMENT AGREEMENTS AND BONUS PLAN

The Company has employment agreements with keymmes, expiring at various dates through Janua?®@4. The employment
agreements provide for annual base salaries aggrgd® 75,000. In addition, some of these employem® granted options pursuant to the
Company's stock option plans for the purchase 6f&D shares of common stock at exercise pricegngrirom $0.93 to $14.69 per share.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE J--EMPLOYMENT AGREEMENTS AND BONUS PLAN--Conti nued

One such employment agreement provides for the@raplto receive an amount equal to three timeartheal base salary of $300,000 if the
employee voluntarily terminates the agreement émdgreason. Good reason is defined by the occuarehany one of a number of
circumstances after a change in control of the Gomp

The Company has established a bonus plan for thefibef executives and certain key employees. fdmeus is calculated as a percentage
ranging from 14% to 50% of the base salary. Thaubg@ercentage varies according to the percentageaise in earnings before income taxes
and other predetermined parameters. The bonubldorear March 31, 2001 and 2000 was $168,000 anck§0ectively.

NOTE K--COMMITMENTS

The Company leases office and warehouse faciliti€zalifornia and Tennessee under operating leaggising through 2002. Certain leases
contain escalation clauses for real estate tax@®pe@rating expenses. At March 31, 2001, the remfiuture minimum rental payments
under the above operating leases are $1,497,0@Befgrear ended March 31, 2002.

NOTE L--MAJOR CUSTOMERS

The Company's three largest customers accountetddollowing percentage of accounts receivabl sales for the fiscal year ended:

Customer % of Accounts Receivable % of Net Sales
2001 2000 2 001 2000
A 38% 36% 53% 48%
B 24% 24% 5% 4%
C 11% 16% 11% 7%
73% 76% 69% 59%
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE M--INCOME TAXES

Deferred income taxes consist of the following atrth 31:

2001 2000
Assets
Net operating loss carryforwards $ 4,675, 000 $ 3,513,000
Inventory 13,426, 000 14,106,000
Allowance for bad debts 527, 000 634,000
Inventory capitalization 61, 000 195,000
Vacation pay 218, 000 180,000
Deferred compensation 82, 000 -
Accrued professional fees 870, 000 241,000
Other 79, 000 28,000
19,938, 000 18,897,000
Liabilities
State taxes (1,139, 000) (1,085,000)
Accelerated depreciation (1,329, 000) (1,033,000)
Net deferred tax asset 17,470, 000 16,779,000
Less--valuation allowance (14,220, 000) (13,529,000)
$ 3,250, 000 $ 3,250,000

The Company has federal and state net operatisghrsyforwards of approximately $12,634,000 and@,&25,000, respectively, which exf
in varying amounts through 2020. The valuationwdloce increased by $691,000 in 2001.

The difference between the income tax expensesdetteral statutory rate and the Company's effedttix rate is as follows:

2001 2000
Statutory federal income tax rate (34%) (34%)
State income tax rate (5%) (5%)
Foreign tax 0.3% -
Valuation allowance 39% 29%

0.3% (10)%
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE M--STOCKHOLDERS' EQUITY
SERIES A JUNIOR PARTICIPATING PREFERRED STOCK

In a Rights Agreement dated February 24, 1998, &mtvihe Company and Continental Stock Transfer&tlthe Company authorized
20,000 shares of Series A Junior Participatingd?refl Stock. The Series A Junior Participating étrefl Stock has preferential voting,
dividend and liquidation rights over the Commoncgto

On February 24, 1998, the Company declared a dididiéstribution to the holders of record at theselof business on March 12, 1998 of one
Right on each share of Common Stock.

Each Right, when exercisable, entitles the regstdiolder thereof to purchase from the Companyomeethousandth of a share of Series A
Junior Participating Preferred Stock at a pric8@B per one one-thousandth of a share (subjedjistaent).

The Rights will not be exercisable or transferagart from the Common Stock until an Acquiring Bersas defined in the Rights
Agreement, without the prior consent of the ComfmByard of Directors, acquires 20% or more ofdbtstanding shares of the Common
Stock or announces a tender offer that would rés0% ownership. The Company is entitled to redéee Rights, at $.001 per Right, any
time until ten days after a 20% position has bemu@ed. Under certain circumstances, includingabguisition of 20% of the Common
Stock, each Right now owned by a potential Acqgifrerson will entitle its holder to received, ugercise, shares of Common Stock
having a value equal to twice the exercise pricthefRight.

Holders of a Right will be entitled to buy stockasf Acquiring Person at a similar discount if, aftee acquisition of 20% or more of the
Company's outstanding shares of Common Stock, timep@ny is involved in a merger or other businesshgnation transaction with another
person in which it is not the surviving compang,abmmon shares are changed or converted, or tmp&uty sells 50% or more of its assets
or earning power to another person. The Rightsrexgi March 12, 2008 unless earlier redeemed bZ tmepany.

STOCK OPTIONS

In January 1994, the Company adopted the 1994 Rdptibn Plan (the "1994 Plan"), under which it veashorized to issue non-qualified
stock options and incentive stock options to keyleyees, directors and consultants to purchase ap faggregate of 720,000 shares of the
Company's common stock. The term and vesting pefiaptions granted is determined by a committethefBoard of Directors with a term
not to exceed ten years.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE M--STOCKHOLDERS' EQUITY
STOCK OPTIONS (Continued)

In June 1998, the 1994 Plan was amended to inctkasithorized number of shares issued to 960A90f March 31, 2001, there were
653,875 options outstanding under the 1994 PlarB86¢dL25 options were available for grant.

In August 1995, the Company adopted the Nonempl®yesetor Stock Option Plan (the "Directors Plawhich provides for the granting of
options to directors to purchase a total of 158ires of the Company's common stock. Optionsrthage 7,500 shares have been granted
under the Directors Plan as of March 31, 2001.

In September 1997, the Company adopted the 19%k Stption Plan (the "1996 Plan™), under which iaighorized to issue non-qualified
stock options and incentive stock options to kepleyees, consultants and directors to purchastabdb30,000 shares of the company's
common stock. The term and vesting period of ogtigranted is determined by a committee of the Bo&irectors with a term not to
exceed ten years. Options to purchase 15,000 shavesbeen granted under the 1996 Plan as of MxrcR0O1.

Summary of stock option transactions (exclusivaafemployee director stock option plan) is as fetio

Weighted
Average
Number of Exercise
Shares Price
Outstanding at 3/31/99 587,750 $ 12.16
Granted 185,000 $ 3.13
Exercised - $ -
Forfeited (88,500) $ 12.18
Outstanding at 3/31/00 684,750 $ 971
Granted 31,000 $ 0.99
Exercised - -
Forfeited (61,875) $ 1141
Outstanding at 3/31/01 653,875 $ 9.16

The stock options granted during fiscal year 2084 2000 have $0.99 and $3.13 per share weightedgeéair value on the date of grant
using the Black Scholes option pricing model with following weighted average assumptions: risk freerest rate of 5.5%, an expected life
of 5 years and volatility of 35%.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE M--STOCKHOLDERS' EQUITY--Continued
STOCK OPTIONS (Continued)

The Company applies APB Opinion No. 25 in accounfor its Plan and, accordingly, no compensaticst bas been recognized for its stock
options in the financial statements. Had the Comieiermined compensation cost based on the fhiea the grant date for its stock

options under SFAS No. 123, the Company's netftosthe year ended March 31, 2001 would have beereased to the pro forma amounts
indicated below:

Net Loss: 2001 2000
As reported $(4,102,000) $(28,244,000)
Pro forma (4,152,000) (28,703,000)
Loss per Share - As Reported (.63) (4.37)
Loss per Share - Pro forma (.64) (4.44)

Under SFAS No. 123, compensation cost for optioastgd is recognized over the four year vestingpdeiThe compensation cost included
in the pro forma net loss above represents theasssiciated with options granted during 1996 thinad2@01 which vested during 2001.

The following table summaries information about tipéions outstanding at March 31, 2001:

Options Outst anding Options Exercisable
Weig hted Average Weighted
----------------------------- Average
Range of Exercise Remaining Exercise
Exercise Prices Shares Price Life in years Shares Price
$.931 to $1.21 31,000 $ 0.99 9.21 28,049 $ 0.99
$250 to $2.88 150,000 $ 2.63 8.84 142,519 $ 2.63
$6.00 to $9.00 67,600 $ 7.89 3.13 67,600 $ 7.89
$10.63 to $15.63 366,900 $11.80 6.30 343,136 $11.83
$17.32 to $19.13 38,375 $18.28 6.49 38,375 $18.28
653,875 619,679
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE N--LITIGATION

The Company is a defendant in a class action laweumding in the United States District Court, GehbDistrict of California, Western
Division. The complaint in the class action alletfest, over a three year period, the Company nte$tarnings in violation of securities
laws. The complaint seeks damages on behalf afvaktors who purchased common stock of the Comfrany August 1, 1996 to July 30,
1999. The Company's Directors and Officers insuarazrier has also filed a claim against the Comzend certain of its officers that seeks
to rescind coverage for the claims made agains€tmpany and certain of its officers in the clastioa lawsuit and the related insurance
litigation. The Company, counsel for the classacflaintiffs and counsel for the insurance caraier currently engaged in discussions to
determine whether the class action lawsuit caretied. The terms of a tentative settlement thauisently under discussion include the
payment of $7,500,000 to the plaintiffs in the slastion. Of this amount, $6,000,000 would be bgithe Company's Directors and Officers
insurance carrier, and the balance would be patthéy¥ompany. In connection with the payment byitlsarance carrier, the Company's
Directors and Officers insurance would be cancelle@ddition, all parties would exchange releases.

To finance the Company's portion of the settlenptam, the Company and Mel Marks, the Company'sdeuand a board member, have
entered into the stock purchase agreement. Unddetims of this agreement, Mr. Marks is expectagltchase shares of the Company
common stock, and the total purchase price forgtusk would be $1,500,000. The price per sha$d i80. The valuation firm that the
Company engaged to evaluate the fairness of theacdion concluded that this price per share igdahe Company's shareholders, from a
financial point of view. For purposes of this detération, the fairness of the transaction was etaltias of November 30, 2000, the date that
Mr. Marks agreed to provide $1,500,000 to the Camypia finance a portion of the class action setletnMr. Marks has deposited the funds
to purchase the common stock with the Companydfsettlement is not completed, these funds witetherned to Mr. Marks with interest.

The Company has accrued $1.5 million at March 8D1Xor the settlement. Additionally, the Compaiag lhecorded $1.5 million as
Restricted Cash and Deposit from Shareholder Kilitig for amounts paid by Mr. Mel Marks into as@ow toward the purchase of
additional shares. The deposit from shareholddrbeitransferred to Shareholders' Equity upon isse@f the shares.

While management is hopeful that the tentativdesatint can be finalized, there can be no assurdahaesettlement will be finalized or that
such a settlement would be approved by the cauthd absence of final resolution of the litigatamd in view of the position articulated by
the Directors and Officers insurance carrier, curgd litigation of the class action lawsuit coultvb a material adverse effect on the
Company.
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Motorcar Parts & Accessories, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--CONTINU ED
March 31, 2001 and 2000

NOTE N--LITIGATION--Continued

The Company is subject to an investigation by theusities and Exchange Commission (SEC) relatirtheécsame issues involved in the
above-mentioned lawsuit. The outcome of these tigasons cannot presently be determined.

The Company is subject to various other lawsuits@aims in the normal course of business. Managéhees not believe that the outcome
of these matters will have a material adverse efiadts financial position or future results ofesptions.

NOTE O--RESTRUCTURING EXPENSES AND RELATED ASSET IM PAIRMENT

During the fiscal year the company restructuredbitsiness operations. The Company consolidatetivinéocations in Torrance California
and downsized the operations in Nashville, Tenreesse a result the company recorded expenses &tddeasset impairment charges of
$914,000. The expenses included:

o Approximately $738,000 of future lease expensevtiich the company will receive no benefit.
o Approximately $176,000 for impairment of fixedsats for which the company will receive no futueméfit.
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NOTE P - UNAUDITED QUARTERLY FINANCIAL DATA

FY 2001 FIRST SECOND THIRD FOURTH
QUARTER QUARTER QUARTER QUARTER
NET SALES $41,401,000 $43,964,000 $38,969,00 0 $36,365,000
COST OF GOODS SOLD 37,569,000 40,263,000 35,365,00 0 35,534,000
Gr oss margin 3,832,000 3,701,000  3,604,00 0 831,000

OPERATING EXPENSES

General and administrative expenses 2,086,000 1,724,000 3,804,00 0 677,000
Sales and marketing 318,000 276,000 270,00 0 352,000
Litigation settlement - - - 1,500,000
Restructuring expenses - - - 914,000
Research and development 148,000 118,000 97,00 0 109,000
Provision for doubtful accounts - - - (36,000)
Total operatin g expenses 2,552,000 2,118,000 4,171,00 0 3,516,000
OPERATING INCOME / (LOSS) 1,280,000 1,583,000 (567,00 0) (2,685,000)
Interest expense - net of inter est income 1,002,000 10,170,000 957,00 0 7,240,000
INCOME/(LOSS) BEFORE INCOME TAXES AND CUMULATIVE 278,000 (8,587,000) (1,524,00 0) (3,409,000)
Income tax (expense) benefit - - - (13,000)
NET INCOME $ 278,000 $(8,587,000) $(1,524,00 0) $(3,422,000)
Basic and diluted loss per share $ 004 $ 009 $ (0.2 4) $ (0.53)
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SCHEDULE II-- VALUATION AND QUALIFYING ACCOUNTS
ACCOUNTS RECEIVABLE

CHARGED TO NET
BALANCE AT  (RECOVERY)  WARRANTY

FOR THE YEAR BEGINNING OF BAD DEBTS AND CORE AC
ENDED MARCH 31  DESCRIPTION PERIOD EXPENSE  RETURNS(1) WRI
2001 Accounts receivable allowance 6,717,000 (36,000) (459,000) 1
2000 Accounts receivable allowance 17,180,000 321,000 (9,965,000) 8

(1) Represents a net reduction in return goodsoaiztbd but not received

INVENTORY
BALANCE AT RESERVE BALANCE AT
BEGINNING OF CHARGED TO INVENTORY
PERIOD INCOME  WRITTEN OFF
2001 Allowance for obsolescence 5,256,000 315,668 1,318,668 4,253,000
2000 Allowance for obsolescence 17,064,000 (11,325,376) 482,624 5,256,000
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SIGNATURES

Pursuant to the requirements of Section 15(d) ®Securities Exchange Act of 1934, the Registrastduly caused this report to be signe
its behalf by the undersigned, thereunto duly aigkd.

MOTORCAR PARTS & ACCESSORIES, INC.

Dat ed: June 28, 2001 By: /s/ Charles W Yeagley

Charles W Yeagl ey
Chi ef Financial Oficer,
Vi ce President and Secretary

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each personoat signature appears below constitutes and agpdinthony Souza his true
and lawful attorney-in-fact with full power of suhigtion and resubstitution, for him or her anchis or her name, place and stead, in any and
all capacities, to sign and all amendments toR@port on Form 10-K and to file same, with all ditsi thereto, and other documents in
connection therewith, with the Securities and ExgfgaCommission, granting unto said attorney-in-éamt agents, and each of them, full
power and authority to do and perform each andyeaetrand thing requisite and necessary to be ttoaed about the premises, as fully to all
intents and purposes as he or she might or couid derson, hereby ratifying and confirming allttkaid attorney-in-fact and agent, or his
substitute or substitutes, may lawfully do or catesske done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this Report on Form 10-K has lmgned by the following persons on
behalf of the Registrant in the capacities andhendates indicated:

/sl Anthony Souza Chief Exe cutive Officer and Director (Principal ~ June 28 , 2001
--------------------------- Executive Officer)
Anthony Souza

/sl Charles Yeagley Chief Fin ancial Officer (Principal Financial June 28 , 2001
--------------------------- and Accou nting Officer)
Charles Yeagley

/sl Selwyn Joffe Director June 28 , 2001
Selwyn Joffe

/sl Mel Marks Director June 28 , 2001
Mel Marks

/sl Murray Rosenzweig Director June 28 , 2001

Murray Rosenzweig
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EXHIBIT 10.26
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT dated as of December 999, between MOTORCAR PARTS & ACCESSORIES, INONea York
corporation currently having an address at 2727ddpa Street, Torrance, California 90503 (the "CGWIR"), and ANTHONY SOUZA, al
individual residing at 16051 Avenida San Miguel,Maada, CA 90638 ("EMPLOYEE").

WITNESSETH:

WHEREAS, the Company desires to employ Employatsd&resident and chief executive officer and Emeédesires to be employed by
the Company all upon the terms and subject to ¢ineliions contained herein.

NOW, THEREFORE, in consideration of the mutual cougs and agreements contained herein, and otbdragal valuable consideratic
the receipt and sufficiency of which is hereby amkledged, the parties agree as follows:

1. EMPLOYMENT. Subject to and upon the terms anglditions contained in this Agreement, the Compagnghy agrees to employ
Employee and Employee agrees to enter the emplthed€ompany, for the period set forth in Paragraplereof, to render the services to
Company, its affiliates and/or subsidiaries desatilm Paragraph 3 hereof.

2. TERM. Employee's term of employment under thige®ement shall commence on the date hereof (theM@ENCEMENT DATE") and
shall continue for a period through and including eighteen-month anniversary of the Commencematg the "EMPLOYMENT TERM")
unless extended in writing by both parties or eatierminated pursuant to the terms and condisen$orth herein; provided that this
Agreement automatically shall be renewed for swsigeneyear Employment Terms unless either the Compamngoloyee elects not to
renew by providing written notice of such electtorthe other party within 90 days prior to the efidhe then-current Employment Term.

3. DUTIES.

(a) Subject to the authority of the Board of Dimgstof the Company, Employee shall be employeti@€bmpany's President and chief
executive officer and shall report to the Boardakctors. It is agreed that Employee shall perfhimservices in the Company's Torrance,
California facilities, or any other facilities mully agreeable to the parties.

(b) Employee agrees to abide by all By-laws andiegiple policies of the Company promulgated fromdito time by the Board of Directors
of the Company



4. EXCLUSIVE SERVICES AND BEST EFFORTS. Employealskevote substantially all of his entire workitige, attention, best efforts
and ability during regular business hours exclugit@the service of the Company, its affiliateslaubsidiaries during the term of this
Agreement; provided that the Company acknowledgasEmployee may devote some time during such hoysersonal investments and
may serve on the boards of directors of otheriestibut only so long as such devotion of timeeswise on any board does not interfere with
Employee's duties and responsibilities hereundgrabaite any other provision hereof, including iarficular Paragraph 10.

5. COMPENSATION. As compensation for his serviced eovenants hereunder, the Company shall pay Bmglthe following:

() BASE SALARY. The Company shall pay Employeeiaimum base salary ("Salary") of Three Hundred ™amd Dollars ($300,000) per
year. The Salary shall be subject to review andsidjent on an annual basis beginning January 1, @0this contract is then in effect) or,
the Company's discretion, on such earlier datb@€bmpany may designate; PROVIDED, HOWEVER, thatd event shall Employee's
Salary be adjusted below the Salary designatedrhere

(b) STOCK OPTIONS. As additional considerationttoe services to be performed by Employee hereutlteiCompany agrees, not later
than January 31, 2000, to grant Employee an optigrurchase, for a period of ten years from sudb dagrant, Sixty Thousand (60,000)
shares of the Company's common stock, par valdeg0share (the "Common Stock"), pursuant toehmg¢ of the Company's 1994 Stock
Option Plan, as amended to date (the "Plan"), agdelated stock option agreement(s) required texseuted in connection therewith. Such
option shall become exercisable on the date oftgvih respect to one-half of such shares of Com@tmtk and on the first anniversary
thereof with respect to the remaining such shares.

(c) BONUS. Employee shall be paid an incentive lsofiBonus") equal to six and two-thirds percen2{8&%) of the pre-tax income (without
giving effect to any tax on such income, whethéualoor offset by loss carryovers) earned by then@any in each fiscal year; provided that
no bonus shall be payable for any such year ualedsuntil the amount of such pre-tax income in sgedr shall be at least $1.5 million,
without carryover from year to year. The foregobmnus shall be paid by the Company within 30 détgs aompletion of the audited
financial results of the Company for the applicdideal year, which bonus shall be prorated (asarably determined by the Board of
Directors) for any part-year service by the Emptaye

6. BUSINESS EXPENSES. Employee shall be reimbufsednd entitled to advances (subject to repayrteetite Company if not actually
incurred by Employee) with respect to, only thoasibess expenses incurred by him which are reakoaal necessary for Employee to

2



perform his duties under this Agreement in accotdamith policies established from time to time bg Company.
7. EMPLOYEE BENEFITS.

(a) During the Employment Term, Employee shall bitled to such insurance, disability and healtd aredical benefits (or, at the one-time
election of Employee to be made not later than fraatyr29, 2000, in lieu of such health and mediealdfits an annual cash amount equal to
the annual incremental cost to the Company of plingisuch benefits to Employee) and be entitleglaticipate in such retirement plans or
programs as generally made available to execuffigecs of the Company pursuant to the policieshef Company; PROVIDED THAT
Employee shall be required to comply with the ctinds attendant to coverage by such plans and sbiadply with and be entitled to benefits
only in accordance with the terms and conditionsumh plans. Employee shall be entitled to threeka@aid vacation each year during the
Employment Term at such times as does not, in pirdan of the Board of Directors, interfere with Bloyee's performance of his duties
hereunder. The Company may withhold from any bénefiyable to Employee all federal, state, locdl @her taxes and amounts as shall be
permitted or required pursuant to law, rule or fation. All of the benefits to which Employee mag éntitled may be changed from time to
time or withdrawn at any time in the sole discnettd the Company.

(b) Employee shall be entitled to receive the séifsight Hundred Dollars ($800) per month as an mdbile allowance provided at the
expense of the Company from the Commencement Dalte@ring the Employment Term, which allowance Isbalexclusive of all expenses
related to insurance, repairs, maintenance, fugldrfor such automobile, which expenses alsol dfeathe responsibility of the Company.
Notwithstanding the foregoing, the Company maytsabption, elect to provide Employee an automobfléhe make, model and ye

mutually agreeable to the Company and Employeepoalis of which associated with insurance, fuélrepairs, maintenance and other
expenses shall be the responsibility of the Compianeu of the above described automobile alloges all as may be mutually agreed
between Employee and the Company. Employee ackdgetethat some or all of the foregoing may be deletnenpensation to him.

8. DEATH AND DISABILITY.

(a) The Employment Term shall terminate on the datemployee's death, in which event Employee'sustt Salary and Bonus, reimbursse
expenses and benefits owing to Employee throughake of Employee's death shall be paid to higeedtanployee's estate will not be
entitled to any other compensation upon terminadiothis Agreement pursuant to this Paragraph 8(a).

(b) If, during the Employment Term, in the opinioha duly licensed physician selected by Employe r@asonably acceptable to the
Company, Employee, because



of physical or mental iliness or incapacity, stetome substantially unable to perform the dutiesservices required of him under this
Agreement for a period of six consecutive montless@ompany may, upon at least twenty (20) dayst prigten notice given at any time af

the expiration of such six-month period to Emplogpéés intention to do so, terminate this Agreet@nof such date as may be set forth in
the notice. In case of such termination, Employes| e entitled to receive his accrued Salary Bodus, reimbursable expenses and benefits
owing to Employee through the date of terminatiBmployee will not be entitled to any other compdiosaupon termination of this
Agreement pursuant to this Paragraph 8(b).

9. TERMINATION FOR CAUSE.

(a) The Company may terminate the employment of IByee for Cause (as hereinafter defined) and Engaayay terminate the employm
of Employee at any time for any reason. Upon amy sermination, the Company shall be released fiagnand all further obligations under
this Agreement except that the Company shall bigatald to pay Employee his Salary, reimbursableepges and benefits owing to
Employee through the day on which Employee is teateid. Employee will not be entitled to any oth@mpensation upon termination of this
Agreement pursuant to this Paragraph 9(a).

(b) As used herein, the term "CAUSE" shall meanth@ willful failure of Employee to perform his tiles pursuant to Paragraph 3 hereof,
which failure is not cured by Employee within 20/ddollowing notice thereof from the Company; @iy other material breach of this
Agreement by Employee, including any of the mategpresentations or warranties made by Employee;

(iii) any act, or failure to act, by Employee indofaith or to the detriment of the Company; (iv¢ tommission by Employee of an act
involving moral turpitude, dishonesty, theft, urietth business conduct, or any other conduct whighificantly impairs the reputation of, or
harms, the Company, its subsidiaries or affiliat@sany misrepresentation, concealment or omisioEmployee of any material fact in
seeking employment hereunder; or (vi) any otheuoence or circumstance generally recognized as&aior employment termination unc
applicable law.

(c) In the event that the Company terminates thpl@yment of Employee without Cause, Employee dakntitled to all of his rights
hereunder, including without limitation accrued&@wgland Bonus through the date of such terminapooyided that in no event shall the
amount of Salary to which Employee shall be ertifta such termination be less than six-monthsrgala

10. DISCLOSURE OF INFORMATION AND RESTRICTIVE COVEMNNT. Employee acknowledges that, by his employmkethas been
and will be in a confidential relationship with tB®mpany and will have access to confidential imfation and trade secrets of the Company,
its subsidiaries and affiliates. Confidential inf@tion and trade secrets include, but are notdidnio, customer, supplier and client lists, price
lists, marketing, distribution and sales strategied procedures, operational and equipment techgjduwsiness plans and systems, quality
control



procedures and systems, special projects and tledical research, including projects, researchrapdrts for any entity or client or any
project, research, report or the like concernirigssar manufacturing or new technology, employeamensation plans and any other
information relating thereto, and any other recofitlss, drawings, inventions, discoveries, apglmas, processes, data and information
concerning the business of the Company which arértbe public domain. Employee agrees that insagration of the execution of this
Agreement by the Company, except in any way wiipeet to foreign affiliates of the Company as &f date hereof:

(a) Employee will not, during the term of this Agreent or at any time thereafter, use, or disclosmy third party, trade secrets or
confidential information of the Company, includidmt not limited to, confidential information oatie secrets belonging or relating to the
Company, its subsidiaries, affiliates, customer$ @ients or proprietary processes or proceduréseoCompany, its subsidiaries, affiliates,
customers and clients. Proprietary processes ammgures shall include, but shall not be limitgdatbinformation which is known or
intended to be known only to employees of the Cawipiis respective subsidiaries and affiliatesthiecs in a confidential relationship with
the Company or its respective subsidiaries antiaéfs which relates to business matters.

(b) Employee will not, during the term of this Agraent, directly or indirectly, under any circumstamther than at the direction and for the
benefit of the Company, engage in or participatany business activity, including, but not limitieq acting as a director, officer, employee,
agent, independent contractor, partner, consuliaaysor or licensee, franchisor or franchiseeppetor, syndicate member, shareholder or
creditor or with a person having any other relaldp with any other business, company, firm ocdopadr business activity, in any
geographic area within the United States thatiisctly or indirectly, competitive with any busirsesompleted by the Company or any of its
subsidiaries or affiliates during the term of thigreement or thereafter. Should Employee own 5%s® of the issued and outstanding shares
of a class of securities of a corporation the séearof which are traded on a national securigeshange or in the over-the-counter market,
such ownership shall not cause Employee to be dit@nsbareholder under this Paragraph 10(b).

(c) Employee will not, during the term of this Agraent and for a period of two (2) years thereaftethis behalf or on behalf of any other
business enterprise, directly or indirectly, unaley circumstance other than at the direction ant¢hi® benefit of the Company, solicit or
induce any creditor, customer, supplier, officenpéoyee or agent of the Company or any of its slibses or affiliates to sever its
relationship with or leave the employ of any ofsentities.

(d) This Paragraph 10 and Paragraphs 11, 12 aheér&®f shall survive the expiration or terminatidrihis Agreement for any reason.

5



(e) It is expressly agreed by Employee that thareadnd scope of each of the provisions set fdstiva in this Paragraph 10 are reasonable
and necessary. If, for any reason, any aspeceddltlove provisions as it applies to Employee isrdaned by a court of competent
jurisdiction to be unreasonable or unenforceable provisions shall only be modified to the minimartent required to make the provisic
reasonable and/or enforceable, as the case m&ntm@oyee acknowledges and agrees that his serieesf a unique character and expre
grants to the Company or any subsidiary, successassignee of the Company, the right to enforegptiovisions above through the use o
remedies available at law or in equity, includibgt not limited to, injunctive relief.

11. COMPANY PROPERTY.

(a) Any patents, inventions, discoveries, applaradior processes, designs, devised, planned, dpptiEated, discovered or invented by
Employee in the course of Employee's employmeneutids Agreement and which pertain to any aspetttedCompany's or its respective
subsidiaries' or affiliates' business shall besitie and property of the Company, and Employed siake prompt report thereof to the
Company and promptly execute any and all documeatsonably requested to assure the Company thanfdiitomplete ownership thereof.

(b) All records, files, lists, including computegnerated lists, drawings, documents, equipmensaenitar items relating to the Company's
business which Employee shall prepare or recetwa the Company shall remain the Company's soleeaadisive property. Upon
termination of this Agreement, Employee shall prdgngeturn to the Company all property of the Compin his possession. Employee
further represents that he will not copy or caaskeed copied, print out or cause to be printed aytsoftware, documents or other materials
originating with or belonging to the Company. Emyde additionally represents that upon terminatioiniemployment with the Company,
he will not retain in his possession any such saftwdocuments or other materials.

12. REMEDY. It is mutually understood and agreeat tBmployee's services are special, unique, unusxabordinary and of an intellectual
character giving them a peculiar value, the losstith cannot be reasonably or adequately competh@atdamages in an action at law.
Accordingly, in the event of any breach of this égment by Employee, including, but not limitedthe breach of the non-disclosure, non-
solicitation and non-compete clauses under Parhdr@mereof, the Company shall be entitled to efplétrelief by way of injunction or
otherwise in addition to damages the Company magniided to recover. In addition, the Company khalentitled to reimbursement from
Employee, upon request, of any and all reasondtidenays' fees and expenses incurred by it in enfgrany term or provision of this
Agreement.



13. REPRESENTATIONS AND WARRANTIES OF EMPLOYEES.

(@) In order to induce the Company to enter inte £greement, Employee hereby represents and wartathe Company as follows: (i)
Employee has the legal capacity and unrestrictgtt to execute and deliver this Agreement and téopa all of his obligations hereunder;
(i) the execution and delivery of this AgreemeptEmployee and the performance of his obligaticeretinder will not violate or be in
conflict with any fiduciary or other duty, instrumte agreement, document, arrangement or other siaheling to which Employee is a party
or by which he is or may be bound or subject; aijdE§mployee is not a party to any instrument,egnent, document, arrangement or other
understanding with any person (other than the Coy)p@equiring or restricting the use or disclosaf@ny confidential information or the
provision of any employment, consulting or othewses, except one confidentiality agreement uneeléo the Company's industry and
having no relationship or impact of any kind whatser with respect to this Agreement and the traima contemplated hereby.

(b) Employee hereby agrees to indemnify and hofchless the Company from and against any and aelscosts, damages and expenses
(including, without limitation, its reasonable atieys' fees) incurred or suffered by the Compansyltiag from any breach by Employee of
any of his representations or warranties set fiortParagraph 13(a) hereof.

14. NOTICES. All notices given hereunder shallbeaviiting and shall be deemed effectively given wingailed, if sent by registered or
certified mail, return receipt requested, addressdtimployee at his address set forth on the fiiagie of this Agreement and to the Company
at its address set forth on the first page of Agjigeeement, Attention: Chairman of the Board, wittopy to Parker Chapin Flattau & Klimpl,
LLP, 1211 Avenue of the Americas, New York, New K 40036, Attention: Gary J. Simon, Esq., or at sadtiress as such party shall have
designated by a notice given in accordance withBlaragraph 14, or when actually received by thiy far whom intended, if sent by any
other means.

15. BOARD SEAT. Employee shall be considered byBbard of Directors to fill a vacancy on the BoafDirectors at its first meeting
following April 30, 2000, and shall be included mranagement's slate of directors submitted to theetiolders of the Company for electio
the next regular annual meeting of shareholders.

16. ENTIRE AGREEMENT. This Agreement constitutes #ntire understanding of the parties with resfeits subject matter and no
change, alteration or modification hereof may belenaxcept in writing signed by the parties hertoy prior or other agreements, promises,
negotiations or representations not expresslystt in this Agreement are of no force or effect.

17. SEVERABILITY. If any provision of this Agreemeshall be unenforceable under any applicable then notwithstanding such
unenforceability, the remainder of this Agreemdraliscontinue in full force and effect.
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18. WAIVERS, MODIFICATIONS, ETC. No amendment, mficktion or waiver of any provision of this Agreemeshall be effective unless
the same shall be in writing and signed by eadh@parties hereto, and then such waiver or corsteait be effective only in the specific
instance and for the specific purpose for whictegiv

19. ASSIGNMENT. Neither this Agreement nor any ofiffoyee's rights, powers, duties or obligationgheder, may be assigned by
Employee. This Agreement shall be binding uponiance to the benefit of Employee and his heirs lagdl representatives and the Comg
and its successors and assigns. Successors obthea@y include without limitation, any corporationcorporations acquiring, directly or
indirectly, all or substantially all of the assefdhe Company, whether by merger, consolidatiamcipase, lease or otherwise, and such
successor shall thereafter be deemed "the Companifie purpose hereof.

20. APPLICABLE LAW. This Agreement shall be deentedhave been made, drafted, negotiated and theattéions contemplated hereby
consummated and fully performed in the State off@ala and shall be governed by and construedaoalance with the laws of the State of
California, without regard to the conflicts of lawles thereof. Nothing contained in this Agreenshdll be construed so as to require the
commission of any act contrary to law, and whendvere is any conflict between any provision o§tAgreement and any statute, law,
ordinance, order or regulation, contrary to which parties hereto have no legal right to contthet)atter shall prevail, but in such event any
provision of this Agreement so affected shall beailed and limited only to the extent necessarlgring it within the legal requirements.

21. JURISDICTION AND VENUE. It is hereby irrevocgihgreed that all disputes or controversies betwleeiCompany and Employee
arising out of, in connection with or relating tos Agreement shall be exclusively heard, setttatl@getermined by arbitration to be held in
City of Los Angeles, County of Los Angeles, in acance with the Commercial Arbitration Rules of fkreerican Arbitration Association
then in effect. The parties also agree that juddgmey be entered on the arbitrator's award by anytdaving jurisdiction thereof and the
parties consent to the jurisdiction of any coucalied in the City of Los Angeles, County of Los Algs, for this purpose.

22. FULL UNDERSTANDING. Employee represents andeagrthat he fully understands his right to diselisaspects of this Agreement
with his private attorney, that to the extent,rf/dahat he desired, he availed himself of thistiighat he has carefully read and fully
understands all of the provisions of this Agreemtat he is competent to execute this Agreembat,His agreement to execute this
Agreement has not been obtained by any duresshanti¢ freely and voluntarily enters into it, ahdtthe has read this document in its
entirety and fully understands the meaning, intertt consequences of this document which is tltanistitutes an agreement of employment.
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23. COUNTERPARTS. This Agreement may be executethinnumber of counterparts, each of which shatléemed an original and all of
which taken together shall constitute one and #meesagreement.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

MOTORCAR PARTS & ACCESSORIES, INC.

By:
Name: Selwyn Joffe Title: Board Memt

Anthony Souza
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EXHIBIT 10.27
CONSULTING AGREEMENT

This CONSULTING AGREEMENT dated as of Decemberd99, between MOTORCAR PARTS & ACCESSORIES, INONeav York
corporation currently having an address at 2727ddpa Street, Torrance, California 90503 (the "CGWR™"), and SELWYN JOFFE, an
individual residing at 2687 Cordelia Road, Los Alege California 90049 ("CONSULTANT").

WITNESSETH:

WHEREAS, Consultant is the [title] of [EmployerEfployer"), which is engaged in the [amusemengrgaihment and restaurant
businesses], and is a Director of the Company, and

WHEREAS, the Company has experienced an immedesd for certain oversight, management, strategiocogimer advisory services in light
of recent executive officer changes at the Comgantyother circumstances and requirements, and

WHEREAS, the Company desires to obtain the sena€€onsultant upon the terms and conditions sthézdin, and
WHEREAS, Consultant desires to be retained by thi@@any upon the terms and conditions stated herein.

NOW, THEREFORE, in consideration of the mutual ceugts and agreements contained herein, and otbdragal valuable consideratic
the receipt and sufficiency of which is hereby amkledged, the parties agree as follows:

1. CONSULTING TERM. The Company hereby agrees taimeConsultant and Consultant agrees to be retdigeghe Company on the terms
and conditions set forth below for a term commegain the date hereof (the "COMMENCEMENT DATE") aswhtinuing for a period
through and including the eighteen-month annivgreithe Commencement Date (the "CONSULTING TERMihless extended in writing
by both parties or earlier terminated pursuanh&térms and conditions set forth herein.

2. DUTIES. Consultant shall report to the Boardakctors. Consultant shall make himself availableender these advisory or consultative
services to the Company as reasonably appropriateagssary from time to time and shall providersight, management, strategic and o
advisory services to the Company, in light of ésent executive officer changes and other circumsstand requirements, including without
limitation the Company's arrangements with its ban& auditors and operations, employees and langesiness plan, among other things.
In addition, Consultant's duties shall include &pg the board of Directors with respect to theefming and other mattel



3. OTHER BUSINESS. The Company acknowledges thas@ltant is a full-time employee of Employer. Irdéibn to serving in such
capacity, the parties hereto agree that Consutiagtengage in any other business that Consultairededuring the term of this Agreement;
provided that in the event that such business ginalhe reasonable judgment of the Company) invaay interfere with the performance of
Consultant's duties hereunder, then this Agreem@gtbe terminated at any time pursuant to the tefaragraph 7 hereof. The foregoing
shall not prevent the purchase, ownership or salédnsultant of investments or securities of puplield companies and any other business
which is not competitive and does not have anyrdbhsiness relations with the Company or any sudsiedf the Company, provided such
purchase, ownership or sale by Consultant doemtestere with the performance of his duties hedsm

4. COMPENSATION. For the performance of the duéied services to be performed by Consultant hereutideCompany agrees (i) to pay
Consultant a consulting fee of One Hundred andySikibusand Dollars ($160,000) per year (the "CONSIMG FEE") and (ii) to grant to
Consultant, not later than January _, 2000, aroopt purchase, for a period of ten (10) years ftoendate of grant, Forty Thousand (40,000)
shares of the Company's Common Stock pursuanettetms of Company's 1994 Stock Option Plan (than'p, at an exercise price per
share to be determined by the Board of Directorsumh date and subject to the terms of the Plaopg of which Plan shall be delivered to
Consultant contemporaneously with the executiotihisfAgreement, and any related stock option agessirequired to be executed by
Consultant in connection therewith. Such optioredldkecome exercisable as to Twenty Thousand (B) Sifares on each of the date of grant
and the first anniversary thereof.

5. CONSULTING BENEFITS. Consultant shall receiveratirement, profit sharing, insurance or similanéfits which may at any time be
payable to employees of the Company pursuant tgkamyor policy of the Company relating to suchdféa. Consultant shall, for all
purposes, be deemed an independent contractorodrach employee of the Company.

6. DEATH AND DISABILITY.

(a) The Consulting Term shall terminate on the d&t@onsultant's death, in which event Consultagtate shall be entitled to receive such
portion of the Consulting Fee that has been gratftedigh the date of death. Consultant's estateafilbe entitled to any other compensation
upon termination of this Agreement pursuant to Basagraph 6(a).

(b) If, during the Consulting Term, Consultant, &ese of physical or mental illness or incapacilisbecome substantially unable to
perform the duties and services required of himeuarkis Agreement for a period of 30 consecutiwesda 60 days in the aggregate during
any six-month period the Company may, upon at less{10) days' prior written notice given at aimyet after the expiration of such 30 or 60-
day period, as the case may be, to Consultans aftiéntion to do so, terminate this Agreementfagioh date which is the date 30 days after
the date of such notice. In case of such terminatmnsultant shall be
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entitled to receive such portion of the Consulfiigg that has already been granted through theofisgemination. Consultant will not be
entitled to any other compensation upon terminatibtinis Agreement pursuant to this Paragraph

6(b). In the event of any dispute regarding thatexice of Consultant's substantial inability tdfgrn the duties and services required of him
hereunder, the matter will be resolved by the deitgation of a majority of three physicians qualifi® practice medicine in California, one
be selected by each of Consultant and the Compashyha third to be selected by the two designatsgipians. For this purpose, Consultant
will submit to appropriate medical examinations.

7. TERMINATION. (a) The Company may terminate th&ationship with Consultant for Cause (as heregmafefined) and Consultant may
resign without cause. Upon such termination, them@any shall be released from any and all furthéigations under this Agreement, except
that the Company shall be obligated to provide @tiast with such portion of the Consulting Fee thas already been granted through the
date of such termination. Consultant will not bétéd to any other compensation upon terminatibthis Agreement pursuant to this
Paragraph 7(a).

(b) As used herein, the term "CAUSE" shall meanth@ willful failure of Consultant to perform hituties pursuant to Paragraph 2 hereof,
which failure is not cured by Consultant within @@ys following written demand for substantial periance from the Company, which
demand identifies the manner in which the Compaaiiebes that Consultant has not performed sucleslatnd the steps required to cure ¢
failure to perform; (ii) any other material breaafithis Agreement by Consultant, including anyhs taterial representations or warranties
made by Consultant, and including engaging in atsrfering other business as described in Parag@dgheof, which breach has not ceased
within 20 days after written notice thereof hasrbdelivered to Consultant by the Company, whichceodentifies in reasonable detail the
manner in which the Company believes that Consuttas breached this Agreement and the steps reqoireure such breach, if applicable;
(iii) Consultant shall intentionally and willfullgngage in misconduct toward the Company which ienaly injurious to the Company,
monetarily or otherwise; or (iv) the conviction@bnsultant of, or the entering of a plea of nolateadere by Consultant with respect to, a
felony.

8. DISCLOSURE OF INFORMATION AND RESTRICTIVE COVENAT. Consultant acknowledges that, he has been #hdenn a
confidential relationship with the Company and widive access to confidential information and tiseterets of the Company, its subsidiaries
and affiliates. Confidential information and traskcrets include, but are not limited to, custoraepplier and client lists, price lists,
marketing, distribution and sales strategies andgaures, operational and equipment techniquesdassplans and systems, quality control
procedures and systems, special projects and tkghoal research, including projects, researchrapdrts for any entity or client or any
project, research, report or the like concernirigssar manufacturing or new technology, employeamensation plans and any other
information relating thereto, and any other recpfitlss, drawings, inventions, discoveries, apglmas, processes, data and information
concerning the business of the Company other theln sf the



foregoing which (i) is in the public domain or kniewn the industry of the Company, (ii) is disclogedConsultant by a third party who, to
Consultant's knowledge, was not prohibited by adwdiary, legal, contractual or other duty fromaliésing such information, or (iii) was
known to Consultant before its disclosure by thenPany. Consultant agrees that in consideratioh@gkecution of this Agreement by the
Company, except in any way with respect to foreiffitiates of the Company as of the date hereof:

(a) Consultant will not, during the Consulting Teomat any time thereafter, use, or disclose tothing party, trade secrets or confidential
information of the Company, including, but not lted to, confidential information or trade secretfohging or relating to the Company, its
subsidiaries, affiliates, customers and clientproprietary processes or procedures of the Compnsubsidiaries, affiliates, customers and
clients. Proprietary processes and proceduresisicalide, but shall not be limited to, all infornmat which is known or intended to be known
only to employees of the Company, its respectilasiliaries and affiliates or others in a confidantelationship with the Company or its
respective subsidiaries and affiliates which relatebusiness matters.

(b) This Paragraph 8 and Paragraphs 9 and 10 h&raifsurvive the expiration or termination ofstiigreement for any reason.

(c) It is expressly agreed by Consultant that thteire and scope of each of the provisions set &istive in this Paragraph 8 are reasonable
and necessary. If, for any reason, any aspeceddltlove provisions as it applies to Consultanetsminined by a court of competent
jurisdiction to be unreasonable or unenforceabile provisions shall only be modified to the minimartent required to make the provisic
reasonable and/or enforceable, as the case m&ohsultant acknowledges and agrees that his seraieeof a unique character and
expressly grants to the Company or any subsidsarggcessor or assignee of the Company, the riginfarce the provisions above through
use of all remedies available at law or in equitgluding, but not limited to, injunctive relief.

9. REMEDY. It is mutually understood and agreed ansultant's services are special, unique, uusx@aordinary and of an intellectual
character giving them a peculiar value, the losstith cannot be reasonably or adequately compesh@atdamages in an action at law.
Accordingly, in the event of any breach of this égment by Consultant, including, but not limitedttee breach of the non-disclosure clauses
under Paragraph 8 hereof the Company shall bdezhtd equitable relief by way of injunction or etlwise, in addition to damages the
Company may be entitled to recover. If any actiblaa or equity is necessary to enforce or intergive terms of this Agreement, the
prevailing party shall be entitled to reasonableratys' fees, costs and disbursements in addiiany other relief to which that party may
entitled.

10. REPRESENTATIONS AND WARRANTIES OF CONSULTANTh brder to induce the Company to enter into thise&gent,
Consultant hereby represents and warrants to thg@oy that



(i) Consultant has the legal capacity and righexecute and deliver this Agreement and to perfdhmwf &is obligations hereunder, and (ii)
Consultant has received the express consent &rtioyer to this Agreement.

11. NOTICES. All notices given hereunder shallbevriting and shall be deemed effectively giverefdays after being mailed, if sent by
registered or certified mail, return receipt reqadsor on the next business day if sent by ovéirigurier, and in each case addressed to
Consultant at his address set forth on the firgepa this Agreement or to any other address tloatsGltant may designate in writing to the
Company and to the Company at its address setdarthe first page of this Agreement, Attentionie€lExecutive Officer, with a copy to
Parker Chapin Flattau & Klimpl, 1211 Avenue of thmericas, New York, New York 10036, Attention: GakySimon, Esq., or at such
address as such party shall have designated bijyca goven in accordance with this Paragraph 12yloen actually received by the party for
whom intended, if sent by any other means.

12. ENTIRE AGREEMENT. This Agreement constitutes #ntire understanding of the parties with resfeits subject matter and no
change, alteration or modification hereof may belenaxcept in writing signed by the parties hertoy prior or other agreements, promises,
negotiations or representations not expresslystt in this Agreement are of no force or effect.

13. SEVERABILITY. If any provision of this Agreemeshall be unenforceable under any applicable than notwithstanding such
unenforceability, the remainder of this Agreemdraliscontinue in full force and effect.

14. WAIVERS, MODIFICATIONS, ETC. No amendment, mficktion or waiver of any provision of this Agreenteshall be effective unless
the same shall be in writing and signed by eadh@parties hereto, and then such waiver or corsteit be effective only in the specific
instance and for the specific purpose for whictegiv

15. ASSIGNMENT. Neither this Agreement, nor anyGainsultant's rights, powers, duties or obligatibeseunder, may be assigned by
Consultant. This Agreement shall be binding upathiaare to the benefit of Consultant and his haird legal representatives and the
Company and its successors and assigns. Succe$sbhesCompany shall include, without limitatiomyacorporation or corporations
acquiring, directly or indirectly, all or substaadty all of the assets of the Company, whether leygar, consolidation, purchase, lease or
otherwise, and such successor shall thereafteed®meld "the Company" for the purpose hereof.

16. APPLICABLE LAW. This Agreement shall be deentedhave been made, drafted, negotiated and theatéions contemplated hereby
consummated and fully performed in the State of N@rk and shall be governed by and construed inmaance with the laws of the State
New York, without regard to the conflicts of lawles thereof. Nothing contained in this Agreemeralldhe construed so as to require
commission of any act contrary to law, and whendivere is any conflict between any provision o§tAgreement and any statute, law,
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ordinance, order or regulation, contrary to which parties hereto have no legal right to contthet)atter shall prevail, but in such event any
provision of this Agreement so affected shall beailed and limited only to the extent necessarlgring it within the legal requirements.

17. JURISDICTION AND VENUE. It is hereby irrevocghdgreed that all disputes or controversies betweeompany and Consultant
arising out of, in connection with or relating tos Agreement shall be exclusively heard, setttatigetermined by arbitration to be held in
City of New York, County of New York, or in the @ibf Los Angeles, County of Los Angeles, in accoimkawith the Commercial
Arbitration Rules of the American Arbitration Assation to be conducted before a single arbitratdm shall be either an attorney or retired
judge licensed to practice law in the State of Newk or California, as applicable. The parties agpee that judgment may be entered or
arbitrator's award by any court having jurisdicttbereof and the parties consent to the jurisdictibany court located in the City of New
York, County of New York, or in the City of Los Aatgs, County of Los Angeles for this purpose.

18. FULL UNDERSTANDING. Consultant represents agdeas that he fully understands his right to disalsaspects of this Agreement
with his private attorney, that to the extent,rifdhat he desired, he availed himself of thistig¢fmat he has carefully read and fully
understands all of the provisions of this Agreemtat he is competent to execute this Agreembat,His agreement to execute this
Agreement has not been obtained by any duresshanti¢ freely and voluntarily enters into it, ahdtthe has read this document in its
entirety and fully understands the meaning, intemt consequences of this document which is tltatnistitutes an agreement of consulting.

19. COUNTERPARTS. This Agreement may be executehinnumber of counterparts, each of which shatldemed an original and all of
which taken together shall constitute one and émeesagreement.



IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

Name:

MOTORCAR PARTS & ACCESSORIES, INC.

By:

Title:

SELWYN JOFFE
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EXHIBIT 10.28
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT dated as of January 10@0between MOTORCAR PARTS & ACCESSORIES, INC.,eNYork
corporation currently having an address at 2727iddpa Street, Torrance, California 90503 (the "CGWR™"), and RICHARD MARKS, an
individual residing at 13484 Bayliss Road, Los Alege California 90049 ("EMPLOYEE").

WITNESSETH:

WHEREAS, Employee is the former President of Comypamd Employee has significant knowledge regartiiegCompany's business and
industry and maintains primary relationships wite Company's principal customers (upon which then@amny is substantially dependent);
and

WHEREAS, the Company desires to employ Employeaupe terms and conditions stated herein; and
WHEREAS, Employee desires to be employed by the fizmy upon the terms and conditions stated herein.

NOW, THEREFORE, in consideration of the mutual ceugts and agreements contained herein, and otbdragal valuable consideratic
the receipt and sufficiency of which is hereby amkiedged, the parties agree as follows:

1. EMPLOYMENT. Subject to and upon the terms anaditions contained in this Agreement, the Compagnghy agrees to employ
Employee and Employee agrees to enter the emplthed€ompany, for the period set forth in Paragraplereof, to render the services to
Company, its affiliates and/or subsidiaries desatilm Paragraph 3 hereof.

2. TERM. Employee's term of employment under thige®ement shall commence on the date hereof (theMM@ENCEMENT DATE") and
shall continue for a period through and includihg fourth anniversary of the Commencement Date"@MPLOYMENT TERM") unless
extended in writing by both parties or earlier tevated pursuant to the terms and conditions s#t foerein.

3. DUTIES.

(a) Employee shall report to the Board of Directmmsl Chief Executive Officer of the Company. Emgleyshall devote all of his working
time, attention, best efforts and abilities duriegular business hours exclusively to the servidh@Company, its affiliates and subsidiaries
during the term of this Agreement. Employee's dudied responsibilities hereunder shall include kdgheg and maintaining the Company's
relationships with existing and future customedy,ising and assisting the Company in strategic



operational planning with respect to the Compabysiness and its industry and, to the extent corsaorate with his duties described above,
advising, participating in and supporting the Compin any capacity requested by the Board of Daecor the Chief Executive Officer of

the Company; provided that, although Employee stale no authority or responsibilities relatindit@ncial or accounting records or mat

of the Company, he shall not be in breach hereakhgon of his use of and advice regarding finamtiarmation in the context of his duties
described above. It is agreed that Employee skalbpm his services in the Company's Torrance f@alia facilities, or any other facilities
mutually agreeable to the parties; provided thathwedl travel on behalf of and as reasonably regliry the Company to the extent consistent
with past practice, unless mutually agreed othexrwisthe parties.

(b) Employee agrees to abide by all By-laws andiegiple policies of the Company promulgated fromeito time by the Board of Directors
of the Company.

4. COMPENSATION. For the performance of the dutied services to be performed by Employee hereuttdeCompany agrees to pay
Employee (i) a salary ("Salary") of Three Hundréwiisand Dollars ($300,000) per year and (ii) atgulgrbonus ("Bonus") in accordance
with Schedule 4 attached hereto.

5. BUSINESS EXPENSES. Employee shall be reimbufsednd entitled to advances (subject to repayrteetite Company if not actually
incurred by Employee) with respect to, only thoasibess expenses incurred by him which are reakoaal necessary for Employee to
perform his duties under this Agreement in accotdawith policies established from time to time bg Company.

6. BENEFITS.

(a) During the Employment Term, Employee shall bitled to such disability, health and medical déaeand be entitled to participate in
such retirement plans or programs as generally raaditable to him and all senior employees of tenpany as of December 1, 1999
pursuant to the policies of the Company; PROVIDBEBAT (i) the foregoing shall only apply to the exté¢hat Employee is eligible for such
benefits or participation pursuant to the appliedi#nefit plans or program without additional exqeeto the Company beyond that
customarily incurred on behalf of other particifgaim the respective plans or programs and (ii) Exyg® shall be required to comply with the
conditions attendant to coverage by such plansagrams. Employee shall be entitled to three weeald vacation each year during the
Employment Term at such times as do not, in theiopiof the Board of Directors, interfere with Eropke's performance of his duties
hereunder. The Company may withhold from any bénefiyable to Employee all federal, state, locdl @her taxes and amounts as shall be
permitted or required pursuant to law, rule or tation. All of the benefits to which employees bétCompany generally may be entitled r

be changed from time to time or withdrawn at amtiin the sole discretion of the Company.
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(b) Employee shall be entitled to receive the stiree Thousand Five Hundred Dollars ($1,500) pentin@as an automobile allowance
provided at the expense of the Company from the@entement Date and during the Employment Term. Nludtanding the foregoing, the
Company may, at its option, elect to provide Empkgan automobile of the make, model and year mutagteeable to the Company and
Employee, all costs of which associated with insaea fuel, oil, repairs, maintenance and other Bgee shall be the responsibility of the
Company, in lieu of the above described automadit®vances, all as may be mutually agreed betweepl&/ee and the Company.

(c) Employee shall be entitled to receive the stiffiveelve Thousand Five Hundred Dollars ($12,500Q)ysar as an allowance for the purg
of obtaining life insurance on the lives of Empleyand his spouse, which insurance shall be indighe existing split dollar life insurance
policy on the lives of such persons, which exisfidjcy shall be terminated and any cash valuestifeneturned to the Company.

7. DEATH AND DISABILITY.

(a) The Employment Term shall terminate on the datemployee's death, in which event Employee'astesthall be entitled to receive
Employee's Salary, Bonus and reimbursable expehathave been accrued through the date of deathldyee's estate will not be entitlec
any other compensation upon termination of thise&gnent pursuant to this Section 7(a).

(b) If, during the Employment Term, Employee, besmaf physical or mental illness or incapacity lldbacome substantially unable to
perform the duties and services required of himeuankis Agreement for a period of 90 consecutivesda 120 days in the aggregate during
any one-year period the Company may, upon at teagtl0) days' prior written notice given at anygdiafter the expiration of such 90 or 120-
day period, as the case may be, to Employee oftésation to do go, terminate this Agreement asuwh date which is the date 30 days after
the date of such notice. In case of such terminagonployee shall be entitled to receive Employ8elary, Bonus and reimburseable
expenses that have been accrued through the degerohation. Employee will not be entitled to asther compensation upon termination of
this Agreement pursuant to this Paragraph 7(bthérevent of any dispute regarding the existendengbloyee's substantial inability to
perform the duties and services required of hineleder, the matter will be resolved by the deteatidm of a majority of three physicians
qualified to practice medicine in California, omelte selected by each of Employee and the Compaththa third to be selected by the two
designated physicians. For this purpose, Employiesubmit to appropriate medical examinations.

8. TERMINATION.

(a) The Company may terminate this Agreement farségqas hereinafter defined) and Employee maymegithout cause. Upon such
termination, the Company shall be



released from any and all further obligations untiex Agreement, except that the Company shalldigated to provide Employee with
Employee's Salary and reimbursable expenses thathie®en accrued through the date of such termimaEmployee will not be entitled to
any other compensation upon termination of thise&gnent pursuant to this Paragraph 8(a).

(b) As used herein, the term, "CAUSE" shall med@rthé willful failure of Employee to perform hisutles pursuant to Paragraph 3 hereof,
which failure is not cured by Employee within 20/ddollowing written demand for substantial perfemee from the Company, which
demand identifies the manner in which the Compagiiebes that Employee has not performed such datidghe steps required to cure such
failure to perform; (ii) any other material breaafithis Agreement by Employee, including any of thaterial representations or warranties
made by Employee, which breach has not ceasedwithdays after written notice thereof has beeiveleld to Employee by the Company,
which notice identifies in reasonable detail thenmex in which the Company believes that Employeettaached this Agreement and the
steps required to cure such breach, if applicdbilpEmployee shall intentionally and willfully grage in misconduct toward the Company
which is materially injurious to the Company; or)(the conviction of Employee of, or the enterirffigaglea of nolo contendere by Employee
with respect to, a felony.

(c) In the event that the Company terminates, coastely or otherwise, this Agreement without Causmployee shall not be required to
mitigate the amount of any damages to which he @vbelentitled to recover as a result thereof bkingeemployment otherwise, nor shall
the amount of any such damages be reduced by angertsation earned by Employee as the result ofuttorgs with or employment by
another entity.

9. TERMINATION FOR GOOD REASON.

(a) Employee may voluntarily terminate this Agreatrfer Good Reason. For purposes of this Agreemi@uopd Reason" shall mean, with:
Employee's express written consent, the occurrafteea Change in Control, as defined below, ofGoenpany of any of the following
circumstances, such circumstances are fully cardagtior to the Termination Date (as hereinaftéinge) specified in the Notice of
Termination given in respect thereof:

(i) the assignment to Employee of any duties suibistily inconsistent with the duties set forth iarBgraph 3 hereof;

(i) a reduction by the Company in Salary as ireeffon the date hereof or as the same may be sestdeom time to time except for across-
the-board salary reductions similarly affectingkadyy personnel of the Company and all key persoohehy person in control of the
Company;

(iii) the relocation of the Company's offices atigthEmployee is principally engaged immediatelyoptd the date of the Change in Control
of the Company to a



location more than 35 miles from such locationther Company requiring Employee to be based anywdtéer than the Company's offices
such location except for required travel on the @any's business to an extent substantially comséistith Employee's business travel
obligations immediately prior to the Change in Goht

(iv) the failure by the Company to pay to Employes portion of Employee's current compensatioroqraly to Employee any portion of an
installment of deferred compensation under anyrdeflecompensation program of the Company, now gedfger in existence, within seven
(7) days of the date such compensation is due;

(v) the failure by the Company to continue to pdevEmployee with benefits substantially similathose enjoyed by Employee under any of
the Company's life insurance, medical, accidesgldlity or other benefit or plans, if any, in whiEmployee was participating at the time of
the Change in Control of the Company, the takingrof action by the Company which would directlyiratirectly materially reduce any of
such benefits, unless such failure or taking obacsimilarly affects all key personnel of the Camp; or

(vi) the failure of the Company to obtain a satisfay agreement from any successor to assume aad tgperform this Agreement, as
contemplated in Paragraph 19 hereof; or

(b) This Agreement will not be considered to hagerbterminated by the Company if the employmemirgement contemplated hereby is
discontinued due to the sale of a facility of than@any in which Employee works if Employee is aofféisubstantially equivalent duties by
the purchaser of the facility (or an affiliated quenmy of the purchaser) and the purchaser (or dratdtl company) agrees to assume the
Company's responsibilities under this Agreementi waspect to Employee as if the purchaser (or filiatfd company) were the Company
hereunder and no such sale had occurred.

(c) Any termination by the Company or by Employeespiant to this Agreement shall be communicatedititgen Notice of Termination to
the other party hereto in accordance with Paragtdpifror purposes of this Agreement, a "Notice efifination” shall mean a notice which
shall indicate the specific termination provisiarthis Agreement relied upon, and shall set fartreasonable detail the facts and
circumstances claimed to provide a basis for teation of Employee's employment under the provisemidicated.

(d) "Termination Date" shall mean, if Employee'spdmgyment is terminated pursuant to Subparagrapht#eeof, the date specified in the
Notice of Termination (which, in the case of a taration for Good Reason shall not be less thagedift(15) nor more than sixty (60) ds

from the date such Notice of Termination is givepvided, however, that if within fifteen (15) dagfter any Notice of Termination is givi
or, if later, prior to the Termination Date (aseatetined without regard to this proviso), the padgeiving such Notice of Termination notifies
the other party that a dispute exists concerniegdimination, then the
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Termination Date shall be the date on which thpudisis finally determined, either by mutual writtegreement of the parties or by a final
judgment, order or decree of a court of competanigdiction (which is not appealable or with resdpgecwhich the time for appeal therefrc
has expired and no appeal has been perfectedprauiied, further, that the Termination Date shallextended by a notice of dispute only if
such notice is given in good faith and the partyrmj such notice pursues the resolution of suchudeswith reasonable diligence.
Notwithstanding the pendency of any such disptie Qompany will continue to pay the Salary and Baonweffect when the notice givir

rise to the dispute was given and continue Empl@agea participant in all compensation, benefitiasdrance plans in which Employee was
participating when the notice giving rise to thepiite was given, until the dispute is finally resol in accordance with this Subsection.

(e) For purposes of this Agreement, a "Change imti®@8 shall have occurred if:

(i) any "person”, as such term is used in Sectk83{d) and 14(d) of the Securities Exchange Act3#4] as amended (the "Exchange Act")
(other than the Company, any trustee or other fadydolding securities under an employee benédin jof the Company, any corporation
owned, directly or indirectly, by the stockholdefshe Company in substantially the same propostas their ownership of stock of the
Company, Mel Marks, Richard Marks or any affiliatefamily relative of either of them, or any trdist the benefit thereof), individually or
a group, is or becomes the "beneficial owner" @fdd in Rule 13d-3 under the Exchange Act), diyear indirectly, of securities of the
Company representing 30% or more of the combin¢idg@ower of the Company's then outstanding steari

(i) the shareholders of the Company approve a araygconsolidation of the Company with any othanporation, other than (A) a merger or
consolidation which would result in the voting setes of the Company outstanding immediately pti@reto continuing to represent (either
by remaining outstanding or by being converted urdting securities of the surviving entity) moreath80% of the combined voting power of
the voting securities of the Company or such simgientity outstanding immediately after such memeconsolidation or (B) a merger or
consolidation effected to implement a recapitaicrabf the Company (or similar transaction) in whiwo "person” (as hereinabove defined)
acquires more than 30% of the combined voting paiéne Company's then outstanding securities; or

(iii) the shareholders of the Company approve aeexgent for the sale or disposition by the Comparafl or substantially all of the
Company's assets.



10. COMPENSATION AND CERTAIN OTHER PROVISIONS IN BHEVENT OF TERMINATION OF EMPLOYMENT FOR GOOD
REASON.

(a) If Employee shall voluntarily terminate this isg@ment pursuant to the provisions of Subparagdéph then the Company, as liquidated
damages or severance pay or both, shall pay Empl@y8alary through the Termination Date at theumh rate in effect immediately prior to
the Termination Date and

(i) three times the amount of such annual rate {ffrermination Compensation”). For the purposethefforegoing payments, the foregoing
annual rate shall be the rate paid to Employeeowithegard to any purported reduction or attempeedction of such rate by the Company.
The amount specified in clauses (i) and (ii) shallpayable in a lump sum within ten (10) days dfterTermination Date.

(b) In the event that, by reason of section 280@&efinternal Revenue Code of 1986 (the "Code"y,pryment or benefit received or to be
received by Employee in connection with a Changgantrol of the Company or the termination of tAreement (whether payable pursu
to the terms of this Agreement ("Contract Paymegrds'any other plan, arrangement or agreementtwéfCompany, its successors, any
person whose actions result in a Change in Coatrahy corporation ("Affiliate") affiliated (or whh, as a result of the completion of the
transactions causing a Change in Control will bezaiffiliated) with the Company within the meanirfgsection 1504 of the Code
(collectively with the Contract Payments, "TotalyReents")), would not be deductible (in whole opirt) by the Company, an Affiliate or
other person making such payment or providing $stefit, the Termination Compensation shall be ceduand, if the Termination
Compensation is reduced to zero, other Contraai@ats shall first be reduced and other Total Paysngrall thereafter be reduced) until no
portion of the Total Payments is not deductiblednson of section 280G of the Code. For purpos#sfimitation, (i) no portion of the
Total Payments the receipt or enjoyment of whictpkryee shall have effectively waived in writing qrto the date of payment of the
Termination Compensation shall be taken into actdiinno portion of the Total Payments shall bken into account which in the opinior
tax counsel selected by the Company's independselitoas and acceptable to Employee does not catestit "parachute payment" within the
meaning of section 280G (b)(2) of the Code (withagiard to subsection (A)(ii) thereof), (iii) therf@nation Compensation (and, thereafter,
other Contract Payments and other Total Paymehéd)) Ise reduced only to the extent necessary ddhbal otal Payments (other than those
referred to in clause (i) and (ii)) in their entireonstitute reasonable compensation for senacaslly rendered within the meaning of
section 280G (b)(4) of the Code, in the opinionhef tax counsel referred to in clause (ii), and {fiv value of any noncash benefit or any
deferred payment or benefit included in the TotlRents shall be determined by the Company's imtkgpe auditors in accordance with the
principles of sections 280G(d)(3) and (4) of thel€o

(c) Employee shall not be required to mitigateah®unt of any payment provided for in this Parafyra by seeking employment or
otherwise, nor shall the amount of any paymentemefiit provided for in this Paragraph 10 be redunedny compensation earned
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by Employee as the result of consultancy with opleyment by another entity, by retirement benefiis pffset against any amount claimed
to be owed by Employee to the Company, or otherwise

(d) Any reduction in Termination Compensation parguto Subparagraph 10(b) shall, in the event pfcarestion, be determined jointly by
the independent public accountants of the Compadyasfirm of independent public accountants setebjeEmployee, and in the event such
accountants am unable to agree on a resolutidmeajuestion, such reduction shall be determinea thyrd firm of independent public
accountants selected jointly by the foregoing timm$ and shall be binding on Employee and the Campahe expense for any such
determination shall be borne by the Company.

11. DISCLOSURE OF INFORMATION AND RESTRICTIVE COVEMNT. Employee acknowledges that he has been and&ih a
confidential relationship with the Company and wligive access to confidential information and tisetzets of the Company, its subsidiaries
and affiliates. Confidential information and traskscrets include, but are not limited to, custoraepplier and client lists, price lists,
marketing, distribution and sales strategies andgatures, operational and equipment technique&dassplans and systems, quality control
procedures and systems, special projects and tkghioal research, including projects, researchrapdrts for any entity or client or any
project, research, report or the like concerningssar manufacturing or new technology, employaamensation plans and any other
information relating thereto, and any other recofitss, drawings, inventions, discoveries, apglmas, processes, data and information
concerning the business of the Company, othershah of the foregoing which (i) is in the publicndain or known in the industry of the
Company other than by any action on the part of lByge, (ii) is disclosed to Employee by a thirdtpavho, to Employee's knowledge, was
not prohibited by any fiduciary, legal, contractoalother duty from disclosing such information (iéij was known to Employee before its
disclosure by the Company. Employee agrees thadrisideration of the execution of this Agreementi®yCompany, except in any way w
respect to foreign affiliates of the Company athefdate hereof:

(a) Employee will not, during the Employment Termabany time thereafter, use, or disclose to &ird party, trade secrets or confidential
information of the Company, including, but not lted to, confidential information or trade secretfohging or relating to the Company, its
subsidiaries, affiliates, customers and clientproprietary processes or procedures of the Compnsubsidiaries, affiliates, customers and
clients. Proprietary processes and proceduresisicaiide, but shall not be limited to, all infornmat which is known or intended to be known
only to employees of the Company, its respectilasgliaries and affiliates or others in a confidantelationship with the Company or its
respective subsidiaries and affiliates which relatebusiness matters.

(b) Employee will not, during the term of this Agraent and for a period of two (2) years thereattieectly or indirectly, under any
circumstance other than at the direction and fertnefit of the Company, engage in or particijany business activity, including,

8



but not limited to, acting as a director, officemployee, agent, independent contractor, partmepl@&ee, licensor or licensee, franchisor or
franchisee, proprietor, syndicate member, sharehadcreditor or with a person having any othé&trenship with any other business,
company, firm occupation or business activity, fiy geographic area within the United States thatirectly or indirectly, competitive with
any business completed by the Company or any sfiltsidiaries or affiliates during the term of tAgreement or thereafter. Should
Employee own 5% or less of the issued and outstgrehiares of a class of securities of a corpordtiersecurities of which are traded on a
national securities exchange or in the overdbenter market, such ownership shall not cause &yeplto be deemed a shareholder unde
Subparagraph 11(b).

(c) Employee will not, during the term of this Agreent and for a period of two (2) years thereaftethis behalf or on behalf of any other
business enterprise, directly or indirectly, unaiey circumstance other than at the direction anthi® benefit of the Company, solicit or
induce any creditor, customer, supplier, officenpéoyee or agent of the Company or any of its slibses or affiliates to sever its
relationship with or leave the employ of any ofsentities.

(d) This Paragraph 11 and Paragraphs 12 and 18flahall survive the expiration or termination bist Agreement for any reason.

(e) It is expressly agreed by Employee that thareadnd scope of each of the provisions set fdstiva in this Paragraph 11 are reasonable
and necessary. If, for any reason, any aspeceddltlove provisions as it applies to Employee isrdgned by a court of competent
jurisdiction to be unreasonable or unenforceabile provisions shall only be modified to the minimartent required to make the provisic
reasonable and/or enforceable, as the case m&ntm@oyee acknowledges and agrees that his serieesf a unique character and expre
grants to the Company or any subsidiary, successassignee of the Company, the right to enforegptiovisions above through the use o
remedies available at law or in equity, includibgt not limited to, injunctive relief.

12. REMEDY. It is mutually understood and agreeat tmployee's services we special, unique, unusytahordinary and of an intellectual
character giving them a peculiar value, the losstith cannot be reasonably or adequately competsh@atdamages in an action at law.
Accordingly, in the event of any breach of this é&gment by Employee, including, but not limitedtt® breach of the provisions of Paragi
11 hereof, the Company shall be entitled to eqléteddief by way of injunction or otherwise, in ation to damages the Company may be
entitled to recover. If any action at law or equgiynecessary to enforce or interpret the ternthiefAgreement, the prevailing party shall be
entitled to reasonable attorneys' fees, costs mhdiements in addition to any other relief toshhthat party may be entitled.

13. REPRESENTATIONS AND WARRANTIES OF EMPLOYEE. dnder to induce the Company to enter into this &grent, Employee
hereby represents and warrants to the Company that



Employee has the legal capacity and right to exeant deliver this Agreement and to perform alisfobligations hereunder.

14. NOTICES. All notices given hereunder shallbevriting and shall be deemed effectively giverefdays after being mailed, if sent by
registered or certified mail, return receipt redadsor on the next business day if sent by ovétrigurier, and in each case addressed to
Employee at his address set forth on the first gddleis Agreement or to any other address thatlByse may designate in writing to the
Company and to the Company at its address setdarthe first page of this Agreement, Attentionie€liExecutive Officer, with a copy to
Parker Chapin Flattau & Klimpl, 1211 Avenue of theericas, New York, New York 10036, Attention:

Gary J. Simon, Esq., or at such address as suthgbaall have designated by a notice given in ataoce with this Paragraph 14, or when
actually received by the party for whom intendédent by any other means.

15. INDEMNIFICATION.
(2) CERTAIN TERMS DEFINED. As used in this Paradrd, the following terms shall have the followimganings:

(i) The term "Action" shall mean any action or preding, whether civil, criminal, administrativeinvestigative, and including one by or in
the right of the Company or by or in the right afyather Entity which Employee served from andratte date hereof in any capacity at the
request of the Company.

(if) The term "Entity" shall mean any corporatioinamy type or kind, domestic or foreign, or anytparship, joint venture, trust employee
benefit plan or other enterprise.

(b) RIGHT TO INDEMNIFICATION. Subject to the ternset forth in this Agreement the Company shall indéyrEmployee if Employee is
made, or is threatened to be made, a party to atgi\by reason of the fact that Employee (or Erppéis testator or interstate) is or was an
employee of the Company hereunder, against judgnénés, amounts paid in settlement and reasomradplenses, including attorneys' fees,
incurred as a result of such Action or any appealdin.

(c) LIMITATION ON INDEMNIFICATION. Employee shall ot be entitled to indemnification under Subparagrap(b) if a judgment or
other final adjudication adverse to Employee egthbk that (i) Employee's acts were committed thfaih or were the result of active and
deliberate dishonesty and, in either case, werenmhto the cause of action so adjudicated, or

(i) Employee personally gained in fact a finangadfit or other advantage to which Employee watslegally entitled.
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(d) ADVANCES OF EXPENSES.

(i) At the written request of Employee, the Comparily advance to Employee the expenses (includitgraeys' fees) incurred by Employee
in defending any Action in advance of the finalpaisition of such Action.

(i) Employee hereby agrees and undertakes to repely advanced amounts (or appropriate portionsdfeas to which it ultimately is
determined that Employee was not entitled.

(e) PAYMENT BY COMPANY. The Company shall pay tmelemnification requested under Subparagraph 15@hpdvance the expenses
requested under Subparagraph 15(d) promptly foligwéceipt by the Company of Employee's writteruest) therefor and, in any event, no
later than thirty (30) days after such receiptti@ case of requested indemnification) or fifteEs) days after such receipt (in the case of
requested advanced expenses).

(f) NON-EXCLUSIVITY. Nothing contained in this Ageznent shall limit the right to indemnification aadvancement of expenses to which
Employee would be entitled by law in the absencthisfAgreement, or shall be doomed exclusive gfather rights to which Employee in
seeking indemnification or advancement of expens@ghave or hereafter be entitled under any laayipion of the Certificate of
Incorporation, By-Law, agreement approved by oolggon of the Board, or resolution of shareholdefrthe Company.

(g) SUBROGATION.

(i) The Company shall not be liable under this Agnent to make any payment in connection with aayrcihade against Employee to the
extent Employee has otherwise actually receivedneay (under any insurance policy, By-Law or otheeyiof the amounts otherwise subject
to indemnification or expense advance under thiseAgent.

(i) In the event of payment under this Agreem#me, Company shall be subrogated to the extentatf payment to all of the rights of
recovery of Employee other than from the Compang, Bmployee shall execute all papers required bhati do everything that may be
necessary to secure such rights, including theuwiaecof such documents necessary to enable thep@ayreffectively to bring suit to enfor
such rights.

(h) NOTICE OF CLAIM. As a condition precedent tetfight to be indemnified under this Agreement, tappe shall give the Company

written notice as soon as practicable of any claiatle against Employee for which indemnificatiompense advances will or could be

sought under this Agreement. In addition, Emplogfegll give the Company such information and coapmras the Company reasonably
may require.
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(i) CONTINUITY OF RIGHTS.

() The right of Employee to indemnification andvadcement of expenses under this Agreement shptiqAtinue after Employee has ceased
to serve in a capacity which would entitle Employ@@demnification or advancement of expensesyansto this Agreement with respect to
acts or omissions occurring prior to such cessat®hinure to the benefit of the heirs, executmms administrators of Employee, (C) apply
with respect to acts or omissions occurring priothe execution and delivery of this Agreementimfullest extent permitted by law and (D)
survive any restrictive amendment or terminatiothe Agreement with respect to events occurringrghereto.

() PROCEEDINGS INITIATED BY EMPLOYEE. Employee dhaot be entitled to indemnification or advancermehexpenses under this
Agreement with respect to any Action initiated byftoyee, but shall be entitled to indemnificatiordadvancement of expenses with res
to any counterclaim or third-party claim in any sukction.

16. ENTIRE AGREEMENT. This Agreement constitutes émtire understanding of the parties with respeits subject matter and no
change, alteration or modification hereof may belenaxcept in writing signed by the parties heratty prior or other agreements, promises,
negotiations or representations not expresslystt in this Agreement are of no force or effect.

17. SEVERABILITY. If any provision of this Agreemeshall be unenforceable under any applicable than notwithstanding such
unenforceability, the remainder of this Agreemdratliscontinue in full force and effect.

18. WAIVERS, MODIFICATIONS, ETC. No amendment, mficition or waiver of any provision of this Agreemeshall be effective unless
the same shall be in writing and signed by eadh@parties hereto, and then such waiver or corsteait be effective only in the specific
instance and for the specific purpose for whictegiv

19. ASSIGNMENT. Neither this Agreement nor any ofiffoyee's rights, powers, duties or obligationgeheder, may be assigned by
Employee. This Agreement shall be binding uponiance to the benefit of Employee and his heirs lagdl representatives and the Comg
and its successors and assigns. Successors obthpa@ly shall include, without limitation, any corgtion or corporations acquiring, directly
or indirectly, all or substantially all of the assef the Company, whether by merger, consolidapamchase, lease or otherwise, and such
successor shall thereafter be deemed "the Compantiie purpose hereof; provided, that, solelygorposes of this Agreement, one ouch
successor shall have assumed and agreed to peHerabligations of the Company under this Agreemehether expressly, implicitly or by
operation of law, and shall have, at the time @hstansaction, financial creditworthiness at leagtal to that of the Company as determined
in the reasonable judgment of the Board of Dirextor
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20. APPLICABLE LAW. This Agreement shall be deentedhave been made, drafted, negotiated and theatrdions contemplated hereby
consummated and fully performed in the State off@ala and shall be governed by and construedaoalance with the laws of the State of
California, without regard to the conflicts of laules thereof. Nothing contained in this Agreenwall be construed so as to require the
commission of any act contrary to law, and whendvere is any conflict between any provision o§tAgreement and any statute, law,
ordinance, order or regulation, contrary to which parties hereto have no legal right to contthet)atter shall prevail, but in such event any
provision of this Agreement so affected shall beaailed and limited only to the extent necessarlgring it within the legal requirements.

21. JURISDICTION AND VENUE. It is hereby irrevocgihgreed that all disputes or controversies betwleeiCompany and Employee
arising out of, in connection with or relating tos Agreement shall be exclusively heard, setttati@getermined by arbitration to be held in
City of Los Angeles, County of Los Angeles, in actance with the Commercial Arbitration Rules of fmerican Arbitration Association to
be conducted before a single arbitrator, who df®kither an attorney or retired judge licensegréatice law in the State of California. The
parties also agree that judgment may be enterdldeoarbitrator's award by any court having jurisidit thereof and the parties consent to the
jurisdiction of any court located in the City of 4 &dngeles, County of Los Angeles for this purpc

22. FULL UNDERSTANDING. Employee represents anceagrthat he fully understands his right to disalissspects of this Agreement
with his private attorney, that to the extent,nf/dahat he desired, he availed himself of thistii¢hat he has carefully read and fully
understands all of the provisions of this Agreem#rat he is competent to execute this Agreemkat,his agreement to execute this
Agreement has not been obtained by any duresshahti¢ freely and voluntarily enters into it, ahdtthe has read this document in its
entirety and fully understands the meaning, ingerit consequences of this document which is tltatnistitutes an employment agreement.

23. ACCESS. Employee shall have access, upon rebkonotice, during normal business hours and stifjereasonable supervision, to
documents (including computer generated documantkke offices of the Company necessary for hismed of presently existing class ac
lawsuits or any inquiry or investigation by the téa States Securities and Exchange Commissiomyoredated inquiry by state or other
federal agencies, except such documents as maybersto privilege of any kind and except wherehsaccess may, in the opinion of
counsel to the Company, adversely affect the Copipatefense to any such lawsuits, inquiries orstigations.

24. COUNTERPARTS. This Agreement my be executeghinnumber of counterparts, each of which shatldemed an original and all of
which taken together shall constitute one and #meesagreement.
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IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

Name:

MOTORCAR PARTS & ACCESSORIES, INC.

By:

Title:

RICHARD MARKS

14



SCHEDULE 4
INCENTIVE BONUS PLAN

Employee shall be paid an incentive bonus equivéopercent of the pre-tax income (without givieffect to any tax on such income,
whether actual or offset by loss carryovers) ealmethe Company in each fiscal year; provided tltabonus shall be payable for any such
year unless and until the amount of suct-tax income in such year shall be at least $2 omilwithout carryover from year to year.

Incremental portions of the bonus would be paidauarterly basis in amounts such that 75% of tdmub (based on such pre-tax income
reflected on the financial statements of each effittst three fiscal quarters as reviewed by then@any's independent auditors) would have
been paid. Each quarterly payment would be paidiwB0 days of the completion of the review of &pplicable financial statements by the
Company's auditors and the balance of the annunalsaould be paid within 30 days of the completibthe audit of the fiscal year-end
financial statements by the auditors, with the yer@dt amount to be subject to repayment orseffagainst any other amounts payable pur:
to this Agreement to the extent that such quarfgaslyments result in an overpayment of incentiveulsdor such entire year.

Parties agree that this bonus plan will be reviewftel the completion of fiscal 2001 and may be ffiredl as mutually agreed.
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Exhibit 10.29
WARRANT

THE WARRANT EVIDENCED OR CONSTITUTED HEREBY, AND AL SHARES OF COMMON STOCK ISSUABLE HEREUNDER,
HAVE BEEN AND WILL BE ISSUED WITHOUT REGISTRATION MIDER THE SECURITIES ACT OF 1933, AS AMENDED ("THE
ACT") AND MAY NOT BE SOLD, OFFERED FOR SALE, TRANSRRED, PLEDGED OR HYPOTHECATED WITHOUT
REGISTRATION UNDER THE ACT UNLESS EITHER (i) THE Q@PANY HAS RECEIVED AN OPINION OF COUNSEL, IN FORM
AND SUBSTANCE REASONABLY SATISFACTORY TO THE COMPAX TO THE EFFECT THAT REGISTRATION IS NOT
REQUIRED IN CONNECTION WITH SUCH DISPOSITION OR)iTHE SALE OF SUCH SECURITIES IS MADE PURSUANT TO
SECURITIES AND EXCHANGE COMMISSION RULE 144,

WARRANT TO PURCHASE COMMON STOCK
OF
MOTORCAR PARTS & ACCESSORIES, INC.

(Subject to Adjustment)
NO. W-1

THIS CERTIFIES THAT, for value received, Wells FarBank, N.A., or its permitted registered assightQLDER"), is entitled, subject to
the terms and conditions of this Warrant, afterilA30, 2000 (the "EFFECTIVE DATE"), and before 5:00n. Pacific Time on April 20, 20:
(the "EXPIRATION DATE"), to purchase from MotorcBarts & Accessories, Inc., a New York corporatithe 'COMPANY"), Four
Hundred Thousand (400,000) shares of Common Stioek"'(WARRANT SHARES") of the Company at a price pbeare of $2.045 (the
"PURCHASE PRICE"). Both the number of shares of @mn Stock purchasable upon exercise of this Waemadtthe Purchase Price are
subject to adjustment and change as provided hérkia Warrant is issued pursuant to that certaimeAded and Restated Credit Agreement
(the "CREDIT AGREEMENT"), dated April 20, 2000, baten the Company and Holder.

1. CERTAIN DEFINITIONS. As used in this Warrant tfedlowing terms shall have the following respeetimeanings:
"CALL PRICE" shall have the meaning set forth irctien 13.1.

"COMMON STOCK" shall mean the Common Stock of trmm@any and any other securities at any time rebtvar issuable upon exercise
of this Warrant.

"FAIR MARKET VALUE" of a share of Common Stock aaparticular date shall mee



(a) If traded on a securities exchange or the Nastiional Market, the Fair Market Value shall leethed to be the average of the closing
prices of the Common Stock of the Company on sxchange or market over the 5 business days endinmgediately prior to the applicable
date of valuation; or

(b) If actively traded over-the-counter, the Faiaidet Value shall be deemed to be the averagesafltising bid prices over the 3y perioc
ending immediately prior to the applicable datealfiation.

"HSR ACT" shall mean the Hart-Scott-Rodino Antitriraprovements Act of 1976.

"REGISTERED HOLDER" shall mean any Holder in whosene this Warrant is registered upon the booksarwids maintained by the
Company.

"WARRANT" as used herein, shall include this Watrand any warrant delivered in substitution or exaje therefor as provided herein.
2. EXERCISE OF WARRANT

2.1. PAYMENT. Subject to compliance with the teram&l conditions of this Warrant and applicable si@esrlaws, this Warrant may be
exercised, in whole or in part, on or before theiEation Date, by the delivery (including, withdimitation, delivery by facsimile) of the
form of Notice of Exercise attached hereto as ExHilfthe "NOTICE OF EXERCISE"), duly executed tnetHolder, at the principal office
the Company, and as soon as practicable afterdateh surrendering

(a) this Warrant at the principal office of the Quany, and

(b) payment, (i) in cash (by check) or by wire sfam, (ii) by cancellation by the Holder of indetitess of the Company to the Holder; or
(iii) by a combination of (i) and (ii), of an amauequal to the product obtained by multiplying thenber of shares of Common Stock being
purchased upon such exercise by the then effeetivehase Price (the "EXERCISE AMOUNT"), except th&tolder is subject to HSR Act
Restrictions (as defined in Section 2.4 below),ERercise Amount shall be paid to the Company withie (5) business days of the
termination of all HSR Act Restrictions.

2.2 NET ISSUE EXERCISE. In lieu of the payment noekh set forth in Section 2.1(b) above, if the Comr8tock is registered under Sec
12 of the Securities Exchange Act of 1934, as aménithe Holder may elect to exchange all or sontheWarrant for shares of Common
Stock equal to the value of the amount of the WHrbeing exchanged on the date of exchange. Ifétatects to exchange this Warrant as
provided in this Section 2.2, Holder shall tendethte Company the Warrant for the amount being &xghd, along with written notice of
Holder's election to exchange some or all of therdfd, and the Company
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shall issue to Holder the number of shares of th@on Stock computed using the following formula:
X =Y (A-B)
A

Where X = the number of shares of Common Stocletssued to Holder.

Y = the number of shares of Common Stock purchasatdier the amount of the Warrant being exchangeddjusted to the date of such
calculation).

A = the Fair Market Value of one share of the Compay's Common Stock.
B = Purchase Price (as adjusted to the date of suchlculation).
All references herein to an "exercise" of the Witrishall include an exchange pursuant to this 8e@i2.

2.3 "EASY SALE" EXERCISE. In lieu of the payment thheds set forth in

Section 2.1(b) above, when permitted by law andiegiple regulations (including Nasdaq and NASD sj¢he Holder may pay the Purchase
Price through a "same day sale" commitment frorhtblkeler (and if applicable a broker-dealer that member of the National Association of
Securities Dealers (a "NASD DEALER")), whereby thelder irrevocably elects to exercise this Wari@amd to sell a portion of the Shares so
purchased to pay for the Purchase Price and thee@r, if applicable, the NASD Dealer) commitonopsale (or, in the case of the NASD
Dealer, upon receipt) of such Shares to forwardPtinehase Price directly to the Company.

2.4 STOCK CERTIFICATES; FRACTIONAL SHARES. As soas practicable on or after the date of exercighisfWarrant, the Company
shall issue and deliver to the person or persotideghto receive the same a certificate or cexdifes for the number of whole shares of
Common Stock issuable upon such exercise, togefitiecash in lieu of any fraction of a share eqoatuch fraction of the current Fair
Market Value of one whole share of Common Stockfdhe date of exercise of this Warrant. No fraatilbshares or scrip representing
fractional shares shall be issued upon an exeofiggs Warrant.

2.5 HSR ACT. The Company hereby acknowledges thertese of this Warrant by Holder may subject tlenPany and/or the Holder to the
filing requirements of the HSR Act and that Hold®ay be prevented from exercising this Warrant uhélexpiration or early termination of
all waiting periods imposed by the HSR Act ("HSRRRESTRICTIONS"). If on or before the Expiration tealolder has sent the Notice of
Exercise to the Company and Holder has not beentatdomplete the exercise of this Warrant prich®Expiration Date because of HSR
Act Restrictions, the Holder shall be entitled tonplete the process of exercising this
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Warrant in accordance with the procedures contdimedin notwithstanding the fact that completiorthaf exercise of this Warrant would ti
place after the Expiration Date.

2.6 PARTIAL EXERCISE; EFFECTIVE DATE OF EXERCISHE tase of any partial exercise of this WarrantGbenpany shall cancel this
Warrant upon surrender hereof and shall executalalier a new Warrant of like tenor and date fer balance of the shares of Common
Stock purchasable hereunder. This Warrant shaleleened to have been exercised immediately pritivet@lose of business on the date of its
surrender for exercise as provided above. Howélvieglder is subject to HSR Act filing requiremerttis Warrant shall be deemed to have
been exercised on the date immediately followirggdhte of the expiration of all HSR Act Restricioifhe person entitled to receive the
shares of Common Stock issuable upon exercisao¥arrant shall be treated for all purposes ahithder of record of such shares as of the
close of business on the date the Holder is de¢mbdve exercised this Warrant.

3. VALID ISSUANCE: TAXES. All shares of Common Stoissued upon the exercise of this Warrant shallddielly issued, fully paid and
non-assessable, and the Company shall pay all garcesther governmental charges that may be imposedpect of the issue or delivery
thereof. The Company shall not be required to pgytax or other charge imposed in connection with ansfer involved in the issuance of
any certificate for shares of Common Stock in aasna other than that of the registered Holder af ¥arrant, and in such case the Company
shall not be required to issue or deliver any stmtificate or security until such tax or otheadde has been paid, or it has been establisl

the Company's reasonable satisfaction that nortaxher charge is due.

4. ADJUSTMENT OF PURCHASE PRICE AND NUMBER OF SHAREThe number of shares of Common Stock issualia agercise of
this Warrant (or any shares of stock or other stéesror property receivable or issuable upon ezerof this Warrant) and the Purchase Price
are subject to adjustment upon occurrence of thexing events:

4.1. ADJUSTMENT FOR STOCK SPLITS, STOCK SUBDIVISIGNOR COMBINATIONS OF SHARES. The Purchase Pricthif
Warrant shall be proportionally decreased and timbrer of shares of Common Stock issuable upon meeof this Warrant (or any shares of
stock or other securities at the time issuable wparcise of this Warrant) shall be proportionatigreased to reflect any stock split or
subdivision of the Company's Common Stock. The [rfage Price of this Warrant shall be proportionaltyeased and the number of shares
of Common Stock issuable upon exercise of this WHrfor any shares of stock or other securitigbeatime issuable upon exercise of this
Warrant) shall be proportionally decreased to oefiany combination of the Company's Common Stock.

4.2. ADJUSTMENT FOR DIVIDENDS OR DISTRIBUTIONS OF®CK OR OTHER SECURITIES OR PROPERTY. In case the
Company shall make or issue, or shall fix a rectat® for the determination of eligible holders #edi to receive, a dividend or other
distribution with respect to the Common Stock (ay ahares of stock or other securities at the tss@able upon
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exercise of the Warrant) payable in (a) securitiethe Company or (b) assets (excluding cash dinddeaid or payable solely out of retained
earnings), then, in each such case, the Holddri@f¥arrant on exercise hereof at any time afterctimsummation, effective date or record
date of such dividend or other distribution, shetleive, in addition to the shares of Common Sfoclsuch other stock or securities) issuable
on such exercise prior to such date, and withaupttyment of additional consideration therefor,sbeurities or such other assets of the
Company to which such Holder would have been eutitipon such date if such Holder had exercisedMaigant on the date hereof and had
thereafter, during the period from the date hete@ind including the date of such exercise, rethsueh shares and/or all other additional
stock available by it as aforesaid during suchquegiving effect to all adjustments called for bystSection 4.

4.3. ISSUANCE OF ADDITIONAL SHARES.

(a) If the Company shall, at any time after theedareof issue Additional Shares of Common Stoxkl@eling Additional Shares of Common
Stock issued as a stock split, dividend or distidn), without consideration or for a consideratfaT share less than the Purchase Price in
effect immediately prior to such issue, then ansloh event, such Purchase Price shall be redocadurrently with such issue to a price
(calculated to the nearest cent) determined byiphyilig such Purchase Price by a fraction, (a)rthmerator of which shall be (1) the num
of shares of Common Stock outstanding immediatabyr po such issue (or deemed issue) on a fullytdd basis plus

(2) the number of shares of common Stock whichatigregate consideration received by the Companthéototal number of Additional
Shares of Common Stock so issued (or deemed issuwgeddl purchase at such Purchase Price; and

(b) the denominator of which shall be (1) the nundfeshares of Common Stock outstanding immedigietyr to such issue (or deemed
issue) on a fully-diluted basis plus (2) the numiifesuch Additional Shares of Common Stock so idgoe deemed issued). The number of
shares of Common Stock which the Holder shall hi#leth to receive upon exercise hereof shall bermeined by multiplying the number of
shares of Common Stock which would otherwise (buhy application of the provisions of this Seat#t) be issuable upon such exercise
a fraction of which (A) the numerator is $2.045¢ B) the denominator is the Purchase Price ircefia the date of such exercise.

(b). Notwithstanding the foregoing, the applicaBlechase Price shall not be reduced if the amdwsuah reduction would be an amount |
than One Cent ($.01), but any such amount shathb®ed forward and reduction with respect theratale at the time of and together with
any subsequent reduction which, together with sumbunt and any other amount or amounts so cawiehfd, shall aggregate One Cent
($.01) or more.

(c). For purposes of this Section 4.3, the consiitem deemed received by the Company for the iefaay Additional Shares of Common
Stock shall be computed as follows:



(i) CASH AND PROPERTY. Such consideration shall) (Asofar as it consists of cash, be computedeattigregate of cash received by the
Company, excluding amounts paid or payable foruemtinterest or accrued dividends; (B) insofart @smsists of property other than cash,
be computed at the fair market value thereof atithe of such issue, as determined in good faittheyCompany's Board of Directors; and
(C) in the event Additional Shares of Common Stakissued together with other shares or secudtiesher assets of the Company for
consideration which covers both, be the proportibsuch consideration so received, computed asgedvn clauses (A) and (B) above, as
determined in good faith by the Company's BoarBioéctors.

(i) OPTIONS, RIGHTS AND CONVERTIBLE SECURITIES. Ehconsideration per share received by the Companidditional Shares of
Common Stock deemed to have been issued pursu@ptimns, Rights and Convertible Securities shaltibtermined by dividing: (A) the
total amount, if any, received or receivable by@mnpany as consideration for the issue of suclo@ptRights or Convertible Securities (as
set forth in the instruments relating thereto, withregard to any provision contained therein feubhsequent increase of such consideration)
payable to the Company upon the exercise of su¢loi@por Rights or the conversion or exchange ohsbonvertible Securities, by (B) the
maximum number of shares of Common Stock (as st iio the instruments relating thereto, withowgaed to any provision contained
therein for a subsequent reduction of such nunibsupble upon the exercise of such Options or Righthe conversion or exchange of such
Convertible Securities.

(d). If the Company at any time or from time to ¢imfter the date hereof shall issue any Optior@Samvertible Securities or other Rights to
Acquire Common Stock, then the maximum number afetof Common tock (as set forth in the instrunmelatiing thereto without regard to
any provision contained therein for a subsequahicton of such number) issuable upon the exedfiseich Options, Rights or, in the cas
Convertible Securities, the conversion or exchasfgrich Convertible Securities, shall be deemdiktddditional Shares of Common Stock
issued as of the time of such issue, provided, thany such case:

(i) No further adjustment in the Purchase Pricdl lemmade upon the subsequent issue of sharesmfion Stock upon the exercise of such
Rights or conversion or exchange of such Convert8dcurities;

(i) Upon the expiration or termination of any ueesised Option or Right, the Purchase Price slaikladjusted, and the Additional Shares of
Common Stock deemed to be issued as a result ofidgfieal issue of such Option or Right shall netdeemed issued for the purposes of
readjustment or any subsequent adjustment of thehRse Price; and

(iii) In the event of any change in the numberludre of Common Stock issuable upon the exercisgjersion or exchange of any Option,
Right or Convertible Security, including, but nmbited to, a change resulting from the anti-dilatjgrovisions
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hereof, the Purchase Price then in effect shath¥dth be readjusted to such Purchase Price asdAaue obtained had the adjustment that
was made upon the issuance of such Option, RigBbawertible Security not exercised or convertédrgo such change been made upon
basis of such change, but no further adjustmerit lsbanade for the actual issuance of Common Stipadn the exercise or conversion of any
such Option, Right or Convertible Security.

(e). Definitions. For purposes of this Section dndy, the following definitions shall apply:

() "ADDITIONAL SHARES OF COMMON STOCK" shall meaall shares of Common Stock issued (or deemed puotrso&ection 43(d) to
be issued) by the Company after the date herewdy than (A) pursuant to Options or Convertiblel8ities outstanding on the date hereol

(B) by reason of a dividend, stock split, split-apother distribution on shares excluded from tbnition of Additional Shares of Common

Stock by the foregoing clause (A).

(i) "CONVERTIBLE SECURITIES" shall mean any evidms of indebtedness, shares or other securitiestljiror indirectly convertible int
or exchangeable for Common Stock.

(iii) "OPTION" shall mean rights, options or wartarnissued by the Company to subscribe for, purchasgherwise acquire Common Stock
or Convertible Securities.

(iv) "RIGHTS TO ACQUIRE COMMON STOCK" (or "RIGHTS"$hall mean all rights issued by the Company taimedCommon Stock,
whether by exercise of a warrant, option or sinmilai or conversion of any existing instruments.

4.4. RECLASSIFICATION. If the Company, by reclagsation of securities or otherwise, shall changg @fithe securities as to which
purchase rights under this Warrant exist into #maes or a different number of securities of any othass or classes, this Warrant shall
thereafter represent the right to acquire such rurabd kind of securities as would have been idewabthe result of such change with
respect to the securities that were subject t@tinehase rights under this Warrant immediatelyrpgocsuch reclassification or other change
and the Purchase Price therefore shall be apptelyriadjusted, all subject to further adjustmenprided in this Section 4. No adjustment
shall be made pursuant to this Section 4.4 uporcanyersion or redemption of the Common Stock widhe subject of Section 4.6.

4.5. ADJUSTMENT FOR CAPITAL REORGANIZATION, MERGERR CONSOLIDATION. In case of any capital reorgatiaa of the

capital stock of the Company (other than a comimnateclassification, exchange or subdivisionldres otherwise provided for herein), or
any merger or consolidation of the Company witinte another corporation, or the sale of all orsgtahtially all the assets of the Company
then, and in each such case, as a part of sucyamnation, merger, consolidation, sale or tran$éevful provision shall be made so that the

7



Holder of this Warrant shall thereafter be entitledeceive upon exercise of this Warrant, durtmgperiod specified herein and upon
payment of the Purchase Price then in effect, tmelrer of shares of stock or other securities opgnty of the successor corporation resul
from such reorganization, merger, consolidatiotg satransfer that a holder of the shares delblerapon exercise of this Warrant would
have been entitled to receive in such reorganiaationsolidation, merger, sale or transfer if iMarrant had been exercised immediately
before such reorganization, merger, consolidasafe or transfer, all subject to further adjustnenprovided in this Section 4. The foregoing
provisions of this Section 4.5 shall similarly apfd successive reorganizations, consolidationsgers, sales and transfers and to the sto
securities of any other corporation that are atithe receivable upon the exercise of this Warrtirthe pershare consideration payable to
Holder hereof for shares in connection with anyhsiansaction is in a form other than cash or ntatke securities, then the value of such
consideration shall be determined in good faitiHeyCompany's Board of Directors. In all eventg@rapriate adjustment (as determined in
good faith by the Company's Board of Directors)idiemade in the application of the provisiongto$ Warrant with respect to the rights
and interests of the Holder after the transactomhe end that the provisions of this Warrant ldhalapplicable after that event, as near as
reasonably may be, in relation to any shares @rqitoperty deliverable after that event upon agerof this Warrant.

4.6. CONVERSION OF COMMON STOCK. In case all or grortion of the authorized and outstanding shaf€oonmon Stock of the
Company are redeemed or converted or reclassiftecbther securities or property pursuant to then@any's Certificate of Incorporation or
otherwise, or the Common Stock otherwise ceasezish, then, in such case, the Holder of this Warmapon exercise hereof at any time ¢
the date on which the Common Stock is so redeemedrverted, reclassified or ceases to exist (ITERMINATION DATE"), shall receive
in lieu of the number of shares of Common Stock wauld have been issuable upon such exercise inatedg prior to the Termination Dal
the securities or property that would have beegived if this Warrant had been exercised in ful #me Common Stock received thereupon
had been simultaneously converted immediately poidhe Termination Date, all subject to furthejuatinent as provided in this Warrant.
Additionally, the Purchase Price shall be immedyjaeljusted to equal the quotient obtained by dirgd

(x) the aggregate Purchase Price of the maximunbeuwf shares of Common Stock for which this Warraas exercisable immediately
prior to the Termination Date by (y) the numbesbéres of Common Stock of the Company for whick Warrant is exercisable immedial
after the Termination Date, all subject to furthdjustment as provided herein.

5. CERTIFICATE AS TO ADJUSTMENTS. In each case oy adjustment in the Purchase Price, or numberpa of shares issuable upon
exercise of this Warrant, the Chief Financial Géfiof the Company shall compute such adjustmeat@ordance with the terms of this
Warrant and prepare a certificate setting fortthsadjustment and showing in detail the facts upbitiwvsuch adjustment is based, includii
statement of the adjusted Purchase Price. The Quoyrgheall promptly send (by facsimile and by eitfiest class mail, postage prepaid or
overnight delivery) a copy of each such certificat¢he Holder.



6. LOSS OR MUTILATION. Upon receipt of evidence seaably satisfactory to the Company of the ownershiand the loss, theft,
destruction or mutilation of this Warrant, and mii@mnity reasonably satisfactory to it, and (in¢hse of mutilation) upon surrender and
cancellation of this Warrant, the Company will exiecand deliver in lieu thereof a new Warrant ké lienor as the lost, stolen, destroyed or
mutilated Warrant.

7. RESERVATION OF COMMON STOCK. The Company herebyenants that at all times there shall be reseieidsuance and delivery
upon exercise of this Warrant such number of shafr€&mmon Stock or other shares of capital stddck® Company as are from time to
time issuable upon exercise of this Warrant arainftime to time, will take all steps necessaryrteend its Certificate of Incorporation to
provide sufficient reserves of shares of CommoriSissuable upon exercise of this Warrant (andeshaf its Common Stock for issuance
conversion of such Common Stock). All such shahedl e duly authorized, and when issued upon suelcise, shall be validly issued, ft
paid and non-assessable, free and clear of al,Isaturity interests, charges and other encumésamcrestrictions on sale and free and clear
of all preemptive rights, except encumbrances strictions arising under federal or state secwrildevs. Issuance of this Warrant shall
constitute full authority to the Company's officergo are charged with the duty of executing stamitificates to execute and issue the
necessary certificates for shares of Common Stpok the exercise of this Warrant.

8. TRANSFER AND EXCHANGE. Subiject to the terms aditions of this Warrant and compliance withadplicable securities laws, tt
Warrant and all rights hereunder may be transfeiredhole or in part on the books of the Comparaintained for such purpose at the
principal office of the Company referred to abdwgthe registered Holder hereof in person, or by duthorized attorney, upon surrender of
this Warrant properly endorsed and upon paymeahgfnecessary transfer tax or other governmentabehimposed upon such transfer.
Upon any permitted partial transfer, the Companyiggue and deliver to the registered Holder a Wéarrant or Warrants with respect to the
shares of Common Stock not so transferred. Eadr takd holder of this Warrant, by taking or holdthg same, consents and agrees that
when this Warrant shall have been so endorseghdfrsmn in possession of this Warrant may be trdatdtle Company, and all other persons
dealing with this Warrant, as the absolute owneediefor any purpose and as the person entitleckéocise the rights represented hereby,
notice to the contrary notwithstanding; providedwkver that until a transfer of this Warrant isyddgistered on the books of the Company,
the Company may treat the registered Holder heasdfie owner for all purposes.

9. RESTRICTIONS ON TRANSFER. The Holder, by accaptahereof, agrees that, absent an effective ratitst statement filed with the
SEC under the Securities Act of 1933, as amendied'@ECURITIES ACT"), covering the disposition atesof this Warrant or the Common
Stock issued or issuable upon exercise hereofeo€tfimmon Stock issuable upon conversion theredheasase may be, and registration or
qualification under applicable state securitiesdasuch Holder will not sell, transfer, pledgehgpothecate any or all such Warrants or
Common Stock, as the case may be, unless eithtbe(fompany has received an opinion of
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counsel, in form and substance reasonably satisfat the Company, to the effect that such regiign is not required in connection with
such disposition or (ii) the sale of such secwsitiemade pursuant to SEC Rule 144.

10. COMPLIANCE WITH SECURITIES LAWS. By acceptanckthis Warrant, the holder hereby represents, amisrand covenants that
any shares of stock purchased upon exercise of\tarsant or acquired upon conversion thereof dtmkcquired for investment only and not
with a view to, or for sale in connection with, adigtribution thereof; that the Holder has had sopportunity as such Holder has deemed
adequate to obtain from representatives of the @Gmypuch information as is necessary to permitiibider to evaluate the merits and risks
of its investment in the company; that the Holdealble to bear the economic risk of holding sudreshas may be acquired pursuant to the
exercise of this Warrant for an indefinite perititht the Holder understands that the shares ok stogquired pursuant to the exercise of this
Warrant or acquired upon conversion thereof will'testricted securities” within the meaning of R} under the Securities Act and that
exemption from registration under Rule 144 will betavailable for at least one year from the datxercise of this Warrant, subject to any
special treatment by the SEC for exercise of th@#aht pursuant to Section 2.2, and even thermwotlbe available unless a public market
then exists for the stock, adequate informatiorceaming the Company is then available to the publici other terms and conditions of Rule
144 are complied with; and that all stock certifésarepresenting shares of stock issued to thedrajobn exercise of this Warrant or upon
conversion of such shares may have affixed thexréeégend substantially in the form set forth below:

THE SHARES OF COMMON STOCK EVIDENCED BY THIS CERTEFATE HAVE BEEN ISSUED WITHOUT REGISTRATION
UNDER THE SECURITIES ACT OF 1933, AS AMENDED ("THECT") AND MAY NOT BE SOLD, OFFERED FOR SALE,
TRANSFERRED, PLEDGED OR HYPOTHECATED WITHOUT REGIBATION UNDER THE ACT UNLESS EITHER (i) THE
COMPANY HAS RECEIVED AN OPINION OF COUNSEL, IN FORMND SUBSTANCE REASONABLY SATISFACTORY TO THE
COMPANY, TO THE EFFECT THAT REGISTRATION IS NOT REQRED IN CONNECTION WITH SUCH DISPOSITION OR (ii)
THE SALE OF SUCH SECURITIES IS MADE PURSUANT TO SBRITIES AND EXCHANGE COMMISSION RULE 144.

11. NO RIGHTS OR LIABILITIES AS STOCKHOLDERS. Excegs set forth in the Investor Rights Agreemeris, Warrant shall not entit
the Holder to any voting rights or other rightssastockholder of the Company. In the absence ohaifive action by such Holder to purch
Common Stock by exercise of this Warrant, no piioas of this Warrant, and no enumeration hereithefrights or privileges of the Holder
hereof shall cause such Holder hereof to be a Btdkr of the Company for any purpose.
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12. REGISTRATION RIGHTS. All shares of Common Stagsuable upon exercise of this Warrant shall lEGESTRABLE SECURITIES'
under that certain Investor Rights Agreement, datedf even date herewith, by and between the Coyngiad the Holder.

13. CALL OPTION.

13.1. If prior to the time that the Holder delivéosthe Company a notice of exercise, subjectégtiovisions of Section 13.2 below, the
Company may require the Holder to sell the Wartarthe Company (the "CALL OPTION") at a price ({l@ALL PRICE") equal to the
greater of (a) $433,125 or (b) the product off{§ total number of Warrant Shares divided by 2thed multiplied by

(i) the amount equal to (A) the Fair Market Valfeehe Common Stock minus (B) the Purchase Priaajiged, however, that the Call Opt
shall expire on October 1, 2000 (the "CALL EXPIRAON DATE").

13.2. If the Company desires to exercise its Cplidh to purchase the Warrant pursuant to its sigimder this Section 13, the Company s
no less than twenty days prior to the Call ExpinatDate, send written irrevocable notice of itgiriton to purchase the Warrant pursuant to
this Section 13 and written irrevocable noticetsfimtent to repay in full all of the indebtednéisluding all fees and other expenses) under
the Credit Agreement on or before October 1, 200@. closing of the Call Option and the repaymerglbindebtedness under the Credit
Agreement pursuant to the term and conditions tfevehich is a condition precedent to the exeroisthe Call Option, shall take place at the
principal offices of the Holder on the tenth daildaing the giving of such notice or as soon théieyaas practicable but in no event later t
twenty days after the giving of such notice. Thechase price for the Warrant to be purchased b trapany pursuant to this Section 13
will be paid by the wire transfer of immediatelyaélable funds to an account designated in writipghe Holder in an amount equal to the
Call Price against delivery of the Warrant so pasgd, duly endorsed by the Holder.

13.3. The Company may not assign the Call Optigrofieration of law or otherwise) without the priaritten consent of the Holder, which
consent may be withheld in the Holder's sole digmme Any such assignment in violation of this $Sewet13.3 shall be null and void.

14. NOTICES. All notices and other communicatiomsf the Company to the Holder shall be given iroedance with the Credit Agreeme

15. HEADINGS. The headings in this Warrant aredorposes of convenience in reference only, and sbabe deemed to constitute a part
hereof.

16. LAW GOVERNING. This Warrant shall be constrisel enforced in accordance with, and governedheylaws of the State of
California.

17. NO IMPAIRMENT. The Company will not, by amendmef its Certificate of Incorporation or bylaws, through reorganization,
consolidation, merger, dissolution, issue or
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sale of securities, sale of assets or any othemtaty action, avoid or seek to avoid the obserganmgerformance of any of the terms of this
Warrant, but will at all times in good faith assisthe carrying out of all such terms and in thleng of all such action as may be necessary or
appropriate in order to protect the rights of tbgistered Holder of this Warrant against impairm@ithout limiting the generality of the
foregoing, the Company (a) will not increase theyaue of any shares of stock issuable upon tleecése of this Warrant above the amount
payable therefor upon such exercise, and (b) akiktall such action as may be necessary or apptepni order that the Company may val
and legally issue fully paid and non-assessableesha Common Stock upon exercise of this Warrant

18. NOTICES OF RECORD DATE. In case:

18.1. the Company shall take a record of the heldéits Common Stock (or other stock or securitiethe time receivable upon the exercise
of this Warrant), for the purpose of entitling thémreceive any dividend or other distributionaowy right to subscribe for or purchase any
shares of stock of any class or any other secsigti¢o receive any other right; or

18.2. of any consolidation or merger of the Compaitk or into another corporation, any capital gamization of the Company, any
reclassification of the capital stock of the Compaor any conveyance of all or substantially althed assets of the Company to another
corporation in which holders of the Company's stakto receive stock, securities or property aftlaer corporation; or

18.3. of any voluntary dissolution, liquidationwinding-up of the Company; or
18.4. of any redemption or conversion of all outdiag Common Stock;

then, and in each such case, the Company will onaihuse to be mailed to the registered HoldehisfWarrant a notice specifying, as the
case may be, (i) the date on which a record i®ttaken for the purpose of such dividend, distidsuor right, or (ii) the date on which such
reorganization, reclassification, consolidationygeg, conveyance, dissolution, liquidation, windimg, redemption or conversion is to take
place, and the time, if any is to be fixed, as bfch the holders of record of Common Stock or (sstolck or securities as at the time are
receivable upon the exercise of this Warrant),|dfeakntitled to exchange their shares of CommogkSfor such other stock or securities),
securities or other property deliverable upon swednganization, reclassification, consolidationyges, conveyance, dissolution, liquidation
or winding-up. Such notice shall be delivered astehirty (30) days prior to the date therein ezt

19. SEVERABILITY. If any term, provision, covenamt restriction of this Warrant is held by a courcompetent jurisdiction to be invalid,
void or unenforceable, the remainder of the tepnsyisions, covenants and restrictions of this &gnent shall remain in full force and effect
and shall in no way be affected, impaired or irdatéed.
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20. COUNTERPARTS. For the convenience of the paraay number of counterparts of this Warrant magxecuted by the parties hereto
and each such executed counterpart shall be, atidbghdeemed to be, an original instrument.

21. SATURDAYS, SUNDAYS AND HOLIDAYS. If the Expir&n Date falls on a Saturday, Sunday or legal laglidhe Expiration Date
shall automatically be extended until 5:00 p.mthennext business day.

IN WITNESS WHEREOF, the parties hereto have exetthis Warrant as of the Effective Date.

MOTORCAR PARTS &
ACCESSORIES, INC.

By:
Anthony Souza
President/Chief Operating Officer
By:
Michael Nelson
Chief Financial Officer
Assistant Secretary
WELLS FARGO BANK, NA
By:

Razia Damiji
Vice President
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EXHIBIT 1
NOTICE OF EXERCISE
(To be executed upon exercise of Warrant)

MOTORCAR PARTS & ACCESSORIES, INC. WARRANT NO. W -1

The undersigned hereby irrevocably elects to egertie right of purchase represented by the wit¥amnrant Certificate for, and to purchase
thereunder, the securities of Motorcar Parts & Asogies, Inc., as provided for therein, and (chbelapplicable box):

/I Tenders herewith payment of the exercise pridall in the form of cash, check or wire transfiersame-day funds in the amount of
$ for such securities.

/ | Elects the Net Issue Exercise option pursuaiection 2.2 of the Warrant, and accordingly retgidelivery of a net of of
such securities, according to the following caltiola

X=Y@AB)  ()=()I)-()
A ( )

Where X = the number of shares of Common Stocletssued to Holder.

Y =the number of shares of Common Stock purchasafdler the amount of the Warrant being exchangeddjusted to the date of such
calculation).

A = the Fair Market Value of one share of the ConymCommon Stock.
B = Purchase Price (as adjusted to the date of suchlculation).

/ | Elects the Easy Sale Exercise option pursua8ection 2.3 of the Warrant, and accordingly ratgidelivery of a net of of such
securities.

Please issue a certificate or certificates for segturities in the name of, and pay any cash fpfractional share to (please print name,
address and social security number):

Name:

Title:

Address:

Signature:

If said number of shares shall not be all the shptechasable under the within Warrant Certificateew Warrant Certificate is to be issue
the name of said undersigned for the balance réngpof the shares purchasable thereunder roundédl tine next higher whole number of
shares



EXHIBIT 2
ASSIGNMENT
(To be executed only upon assignment of Warrantifidate) WARRANT NO. W-01

For value received, hereby sells, assigns andfenangnto the within Warrant Geatie, together with all right, title and
interest therein, and does hereby irrevocably domstand appoint attorney, to tearsdid Warrant Certificate on the books
of the within-named Company with respect to the benof Warrants set forth below, with full powersefbstitution in the premises:

Name(s) of Assignee(s) Address # of Warrant S

And if said number of Warrants shall not be all Warrants represented by the Warrant Certificategva Warrant Certificate is to be issue
the name of said undersigned for the balance rengpof the Warrants registered by said Warranti€eate.

Dated:

Signature:

Notice: Signature(s) must be guaranteed by anbdigjuarantor institution (banks, stock brokersjregs and loan associations and cri

unions with membership in an approved signatureaguae medallion program) pursuant to SecuritiesEarchange Commission Rule 17Ad-
15.



Exhibit 10.30
AMENDMENT NO. 1TO
WARRANT

This Amendment No. 1 to Warrant (this "Amendmeb&jween Motorcar Parts & Accessories, Inc., a NeskXorporation ("Company"),
and Wells Fargo Bank, N.A. ("Holder") is made effee as of May 31, 2001.

RECITALS

A. Reference is made to that certain Warrant daseof April 20, 2000 (as amended, the "Warrant"abgt between Company and Holder.
Capitalized terms used herein without definitiondthe meanings assigned thereto in the Warrant.

B. Concurrently with the execution and deliventtlis Amendment, the Company and Holder are enténitogthat certain Second Amended
and Restated Credit Agreement (the "Credit Agredijhen

C. Execution and delivery of this Amendment by @mmpany is a condition precedent to the effectigsrté the Credit Agreement..-

D. On the terms and subject to the conditionsah herein, the Company has agreed to reduceuteh&se Price of the Warrant Shares 1
$2.045 to $0.01 per share.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual pises and agreements contained herein and for gtioel and valuable consideratit
the receipt and sufficiency of which is hereby amkledged, the parties hereto hereby agree as fsllow

1. AMENDMENT TO WARRANT.

1.1 AMENDMENT TO PURCHASE PRICE. The definition '?urchase Price" set forth in the first paragrapthe Warrant is amended to
read as follows:

"a price per share of $0.01 (the "Purchase Price")"

1.2 AMENDMENT TO SECTION 4.3(a). For purposes dé ttalculation set forth in the last sentence otiSeet.3(a), clause (A) of such
sentence is amended and restated to read in itstgras follows:

"(A) the numerator is $0.01, an



2. MISCELLANEOUS

2.1 GOVERNING LAW. THIS AMENDMENT SHALL BE CONSTRUE AND ENFORCED IN ACCORDANCE WITH, AND
GOVERNED BY, THE LAWS OF THE STATE OF CALIFORNIA.

2.2 COUNTERPARTS. For the convenience of the pgré@y number of counterparts of this Amendment beagxecuted by the parties
hereto and each such executed counterpart shahbeshall be deemed to be, an original instrument.

2.3 NO OTHER AMENDMENT. Except as specifically anded by this Amendment, the Warrant shall remairhanged and in full force

and effect and is hereby ratified and confirmed:He@ference in the Warrant to "this Warrant", &werder"”, "hereof", "herein" or words of
like import referring to the Warrant, and each refee to Warrant in any other agreement to whicm@my and Holder are party, shall mean
and be a reference to the Warrant as amended pthéndment.

IN WITNESS WHEREOF, the parties hereto have catisisdAmendment to be executed as of the day andfiystwritten above.

MOTORCAR PARTS & ACCESSORIES, WELLS FARGO BANK, NATIONAL
INC., a New York corporation ASSOCI ATION
By: By:
Anthony P. Souza E dith R. Lim
Chief Executive Officer and \% ice President
President
By:

Charles W. Yeagley

Chief Financial Officer



Exhibit 10.31
INVESTOR RIGHTS AGREEMENT

This INVESTOR RIGHTS AGREEMENT dated as of April,ZD00 (this "AGREEMENT") between MOTORCAR PARTS &
ACCESSORIES, INC., a New York corporation (the "CBMY") and WELLS FARGO BANK, N.A. (the "HOLDER").

WITNESSETH:

WHEREAS, the Company and Holder have entered hdbdertain Credit Agreement dated as of AprilZm0, pursuant to which the
Company agreed to issue a warrant (the "WARRAN®G 'Purchase up to 400,000 shares of its common s$tokllolder; and

WHEREAS, the Company wishes to grant certain regisi rights to Holder with respect to the shasssed pursuant thereto.

NOW, THEREFORE, in consideration for the foregoamgl of the mutual covenants and agreements shtHertin, the parties hereto ag
as follows:

SECTION 1. DEFINITIONS. As used herein, the follogiterms shall have the following meanings:
"ADVICE" has the meaning set forth in Section 5.

"AFFILIATE" means, with respect to any Person,day Person or entity directly or indirectly contireg or controlled by or under direct or
indirect common control with such Person, (b) apguse or non-adult child (including by adoptionaofy natural person described in clause
(a) above, (c) any relative other than a spous®noradult child (including by adoption) who has Hzene principal residence of any natural
person described in clause (a) above, (d) anyimushich any such Persons described in clausdlapr (c) above has a beneficial interest
and (e) any corporation, partnership, limited ligpocompany or other organization of which any lsiRersons described in clause (a),

(b) or (c) above collectively own more than fiftgrpent (50%) of the equity of such entity. For msgs of this definition, beneficial
ownership of more than ten percent (10%) of théngotommon equity of a Person shall be deemed tmwh&ol of such Person.

"AGREEMENT" means this Investor Rights Agreemertedaas of April 20, 2000 between the Company anidi¢to

"BUSINESS DAY" means any day other than a day oitlwbanks are authorized or required to be closebe State of New Yorl



"CERTIFICATE OF INCORPORATION" means the Certifieadf Incorporation of the Company as filed with 8ecretary of State of the
State of New York, as amended through and incluthieglate hereof.

"COMMISSION" means the Securities and Exchange C@sion or any other similar or successor agendh@federal government
administering the Securities Act and/or the ExcleaAgt from time to time.

"COMMON STOCK" means the common stock, no par v@leeshare, of the Company.
"COMPANY" has the meaning set forth in the firstggraph hereof.

"CONTROLLING PERSONS" has the meaning set fortBattion 7(a).

"EFFECTIVE PERIOD" has the meaning set forth int®ec4(b).

"EXCHANGE ACT" means the Securities Exchange Ac1884, as amended from time to time, or any suctesatute, and the rules and
regulations of the Commission promulgated thereunde

"HOLDER" shall have the meaning set forth in thstfparagraph hereof.
"INSPECTORS" has the meaning set forth in Sectign 4

"MARKET VALUE" means the number of shares of Comn&tock to be registered (or issuable upon the asive or exchange of other
securities to be registered) pursuant to the derfmneégistration provided in Section 2 below mupiigd by the then Per Share Price of the
Common Stock.

"NASD" means the National Association of Securife=salers, Inc.

"PER SHARE PRICE" means the daily closing pricéghef Common Stock on the Nasdag National Markeo{logr exchange or quotation
system which the Common Stock is traded on) orrdding day before the Company receives the writtemand for registration.

"PERSON" means any individual, corporation, parhgy, limited liability company, joint venture, as$ation, joint-stock company, trust,
unincorporated organization or government or otggmcy or political subdivision thereof.

"PIGGY-BACK REGISTRATION" has the meaning set fothSection 3(a).

"PROSPECTUS" means the prospectus included in &gysRation Statement (including, without limitatjaa prospectus that discloses
information previously omitted from a prospectus



filed as part of an effective registration statetienmeliance upon Rule 430A promulgated underSkeurities Act), as amended or
supplemented by any prospectus supplement, in@duaiprospectus supplement with respect to the tefrtee offering of any portion of the
Registrable Securities covered by a shelf registrattatement, and by all other amendments andemgnts to the prospectus, including
posteffective amendments, and in each case includingatkrial incorporated by reference or deemecktmborporated by reference in si
prospectus.

"RECORDS" has the meaning set forth in Section 4(m)

"REGISTRABLE SECURITIES" means the Shares unlesh securities have been

(a) effectively registered under Section 5 of tleeBities Act and disposed of pursuant to an dffedRegistration Statement, or (b) such
securities have been transferred pursuant to Rideufider the Securities Act as amended from timirte or any successor rule such that,
after any such transfer referred to in this claiyesuch securities may be freely transferred euttrestriction under the Securities Act.

"REGISTRATION STATEMENT" means any registrationtetaent of the Company that covers any of the Rejilt Securities pursuant to
the provisions of this Agreement, and all amendsantl supplements to any such registration stateineluding post-effective
amendments, in each case including the Prospesdtexhibits, and all material incorporated by refece or deemed to be incorporated by
reference in such registration statement

"RESALE REGISTRATION STATEMENT" has the meaning &ath in Section 2(a).
"SECTION 7(a) INDEMNITEE" has the meaning set faritSection 7(a).

"SECURITIES ACT" means the Securities Act of 1988 amended from time to time, or any successartstand the rules and regulations
of the Commission promulgated thereunder.

"SHARES" means the shares of Common Stock issuab$sued, as the case may be, to Holder uponisgartthe Warrant.
"SUSPENSION NOTICE" has the meaning set forth iotia 5(a).

"SUSPENSION PERIOD" means the period from the datevhich Holder receive a Suspension Notice tadtite on which Holder receives
either the Advice or copies of the supplementednoended Prospectus contemplated by Section 4(e).

"WARRANT" has the meaning set forth in the Recitad¢seof.



SECTION 2. DEMAND REGISTRATION.

i. DEMAND FOR REGISTRATION. The Holder may, at iption, at any time, require the Company to usbkets efforts to effect a
registration of Registrable Securities under theuites Act (the "Demand Registration"); PROVIDEBQWEVER, that (i) the Company
shall not be required to effect such Demand Redistn unless the Company is requested to do soresfpect to Registrable Securities ha
a Market Value of not less than $1,000,000; (iifsabption, the Company shall not be requiredftect such registration prior to six (6)
months immediately following the date on which awlerwritten public offering of equity securitiesuguant to an effective registration
statement under the Securities Act) is commenéadch public offering is commenced prior to théedaf a request for the Demand
Registration; PROVIDED, FURTHER that, if in the Cpamy's opinion such registration, if not defermedterially and adversely would
affect its business or financial condition, the @amy may defer such registration for a single me¢specified in such notice) of not more
than 180 days; and (iii) the Company shall notdzpiired to use its best efforts to effect a regigtn of Registrable Securities under this
Section 2 more than twice. At the election of Holdsjuesting a Demand Registration, such registraiatement shall be filed under Rule
415 promulgated under the Securities Act (a "ReRelgistration Statement"), and the Company shallitssest efforts to keep a Resale
Registration Statement continuously effective uhil earlier of two (2) years from the date of Holsl request and the date on which ther:
no more Registrable Securities remaining unsoltetimder. The Company shall cause a Resale Registfstiatement to be amended to
remove Holder's Registrable Securities upon natidee Company from Holder. The Company shall reotdgjuired to file and effect more
than one (1) Resale Registration Statements pursudnis Section 2(a). If, after a Demand Regtgirabecomes effective, the offering of
securities thereunder is or becomes subject tetpyorder, injunction or other order or requiretrthe Commission that prevents or lin
the sale of securities thereunder for a period afenthan five (5) Business Days, then such DemagisRation shall be deemed not to have
been effected for purposes of this

Section 2(a).

i. UNDERWRITTEN OFFERINGS. If a Demand Registratis underwritten, the underwriter must be reastynatceptable to the Compa

In connection with any Demand Registration, inglient that such Demand Registration involves arewmdtten offering and the managing
underwriter or underwriters participating in sudfedng advise Holder in writing that the total nber of Registrable Shares to be included in
such offering exceeds the amount that can be adloriduring the time of) such offering without agihg or jeopardizing the success of such
offering (including the price per share of the Rémgible Shares to be sold), then the amount ofs®abie Shares to be offered for the account
of Holder shall be reduced by an amount recommebsgleslich underwriter.
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SECTION 3. PIGGY-BACK REGISTRATION.

i. REQUEST FOR REGISTRATION. Subject to Section)5@ach time the Company proposes to file a reggisti statement under the
Securities Act with respect to an offering by then@any for its own account, (except,

(i) a registration statement on Form S-4 or S-&for substitute form that is adopted by the Comimds(ii) a registration statement filed in
connection with a dividend reinvestment plan, stopion plan or unit investment trusts, or (iiijegistration statement filed in connection
with an exchange offer or offering of securitiefefoto the Company's existing security holdersy ¢he form of registration statement to be
used permits the registration of Registrable Sé&esrithen the Company shall give written noticewth proposed filing to Holder as soon as
reasonably practicable (but in no event less tltaday/'s before the anticipated filing date and s than 40 days before the anticipated
effective date), and such notice shall offer Holiher opportunity to register such Registrable Sgearas Holder may request (which request
shall specify the Registrable Securities intenaelet disposed of by Holder and the intended mettiaiistribution thereof) up to 20 days
before the anticipated effective date (a "Piggy{BRBegistration"). The Company shall cause the miaugagnderwriter or underwriters of a
proposed underwritten offering to permit the Registie Securities requested to be included in ayPRark Registration to be included on
substantially the same terms and conditions asenijar securities of the Company or any other ggdwlder included therein and to permit
the sale or other disposition of such Registralkleudities in accordance with the intended methadisifibution thereof. Holder shall have
right to withdraw its request for inclusion of Registrable Securities in any Registration Statérparsuant to this Section 3 by giving writ
notice to the Company of such withdrawal no lat@nt2 Business Days prior to the anticipated affeatate. The Company may withdraw a
Piggy-Back Registration at any time prior to thediit becomes effective, PROVIDED, THAT the Compahgll give prompt notice of such
withdrawal to Holder if requested to be includedirch Piggy-Back Registration.

ii. REDUCTION OF OFFERING. If the managing undenerior underwriters of an underwritten offering lwespect to which Piggy-Back
Registration has been requested as provided ino8eda) hereof shall have informed the Companwyriting, that in the opinion of such
underwriter or underwriters the total number ofreBavhich the Company, Holder and any other Pergarigipating in such registration
intend to include in such offering is such as tderially and adversely affect the success of sufdring (including without limitation any
material decrease in the proposed public offeriige], then the number of shares to be offeredHeraccount of all Persons and Holder
(other than the Company) participating in suchgtgtion shall be reduced or limited pro rata iogartion to the respective number of shares
requested to be registered by such Persons totbet@ecessary to reduce the total number of shrarpiested to be included in such offe

to the number of shares, if any, recommended bly mwanaging underwriter or underwriters; PROVIDE\WEVER, that the number of
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shares to be offered for the account of the Haodthattl in no case be reduced to a quantity less@hramd 2/3% of the total number of shares to
be offered for the account of all Persons and Hdlideluding the Company) participating in suchiségtion.

iii. UNDERWRITING. In the case of a Piggy-Back Rsgation, if the Company has determined to entexram underwriting agreement in
connection therewith, all Registrable Securitiebédncluded in such Registration Statement steafitbject to such underwriting agreement,
and Holder may not participate in such Registratinless such Holder agrees to sell its Registrabturities on the basis provided for in s
underwriting arrangements approved by the Companycampletes and/or executes all reasonable atdneasy questionnaires, powers of
attorney, indemnities, underwriting agreements @her reasonable documents which must be execuatet the terms of such underwriting
arrangements.

SECTION 4. REGISTRATION PROCEDURES. In connectidthvthe obligations of the Company to effect orsathe registration of any
Registrable Securities pursuant to the terms anditons of this Agreement, the Company shall tséést efforts to effect the registration
and sale of such Registrable Securities in accaedaith the terms of this Agreement as quicklyeesonably practicable, and in connection
therewith:

i. Prior to filing a Registration Statement or Ryestus or any amendments or supplements theretindéxg for purposes of this Section 4(a)
documents incorporated by reference after thealrfiting of the Registration Statement, the Comypuuill furnish to Holder covered by such
Registration Statement and the underwriters, if dngft copies of all such documents proposed tfild@ upon request.

ii. The Company shall prepare and file with the @uission such amendments and post-effective amendrnerach Registration Statement
as may be necessary to keep such Registratiom&ateffective for a period of not more than 60day (in the case of a Resale Registra
Statement) up to the earlier of two (2) years dfterdate Holder requests such Resale Registratatement and the date on which there are
no Registrable Securities unsold thereunder (alcappe, the "Effective Period"); shall cause thegpectus to be supplemented by any
required Prospectus supplements, and, as so supmtied) to be filed pursuant to Rule 424 under #aufties Act; and shall comply with the
provisions of the Securities Act applicable to itharespect to the disposition of all Registrabbe&ities covered by such Registration
Statement during the Effective Period in accordamitle the intended methods of disposition by Holsletr forth in such Registration
Statement or supplement to the Prospectus.

iii. The Company shall furnish to Holder and thelerwriters, if any, without charge, a copy of e&sgyistration Statement and any post-
effective amendment thereto and such number ofsagfithe Prospectus (including each preliminapspectus) and
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any amendments or supplements thereto and suchdamibements as such Holder or underwriter reasgmably request in order to facilitate
the public sale or other disposition of the Regislig Securities being sold by Holder.

iv. The Company shall, (i) on or prior to the datewhich a Registration Statement is declared 8¥fecuse its reasonable best efforts to
cooperate with Holder's efforts to register or fydahe Registrable Securities covered by such &egfion Statement under such other
securities or "blue sky" laws of such states ofiin¢ed States as Holder or underwriter reasonedgjyests; (ii) do any and all other acts and
things which may be reasonably necessary to etditder to consummate the disposition of such Regdig# Securities owned by Holder in
accordance with the intended methods for distrdvugiet forth therein; and (iii) use its reasondiast efforts to keep each such registration or
qualification (or exemption therefrom) effectiverhg the Effective Period; PROVIDED, HOWEVER, thhe Company shall not be requi
(A) to qualify generally to do business in any gdliction where it would not otherwise be requiredjtialify or (B) to file any general consent
to service of process.

v. The Company shall notify Holder and any undetevr{i) when a Prospectus or any Prospectus suggplear post-effective amendment has
been filed and, with respect to a Registrationebt@nt or any post-effective amendment, when the dam become effective, (ii) of any
request by the Commission or any state securitifwaty for amendments and supplements to a Regjish Statement and Prospectus or for
additional information after the Registration Staéait has become effective, (iii) of the issuancéhgyCommission of any stop order
suspending the effectiveness of a Registratiore8tant or the initiation of any proceedings for thatpose, (iv) of the issuance by any state
securities commission or other regulatory autharftgny order suspending the qualification or exgéompfrom qualification of any of the
Registrable Securities under state securities loe"bky" laws or the initiation of any proceedirigsthat purpose, and (v) of the happening of
any event which makes any statement made in a fR&gs Statement or related Prospectus untruehichwrequires the making of any
changes in such Registration Statement or Prospeotthat they will not contain any untrue stateneéa material fact or omit to state any
material fact required to be stated therein or ss&ey to make the statements therein, in lightefdrcumstances under which they were
made, not misleading.

vi. The Company shall use its reasonable besttsfforprevent the issuance of any order susperidmgffectiveness of a Registration
Statement, and in the event a stop order is issusedits reasonable best efforts to obtain thednatival of any order suspending the
effectiveness of a Registration Statement at thieesapossible moment.

vii. If requested by the managing underwriter odemwriters, if any, or Holder, the Company shatidrporate in a Prospectus supplement or
post-effective amendment such information as suahaging underwriter or underwriters or Holder
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reasonably requests to be included therein, inetydiithout limitation, with respect to the Regadile Securities being sold by Holder to s
underwriter or underwriters, the purchase pricadiaid therefor by such underwriter or underwsit@nd with respect to any other terms of
an underwritten offering of the Registrable Seesito be sold in such offering, and make all resglifilings of such Prospectus supplement
or post-effective amendment.

viii. The Company shall cooperate with Holder ahed managing underwriter or underwriters, if anyfaidlitate the timely preparation and
delivery of certificates (which shall not bear amgtrictive legends unless required under appleckbl or agreement) representing securities
sold under a Registration Statement, and enable serurities to be in such denominations and regidtin such names as Holder and the
managing underwriter or underwriters, if any, resdny may request and keep available and makeadaito the Company's transfer agent
prior to the effectiveness of such Registrationesteent a supply of such certificates.

ix. The Company shall enter into such customargagents (including, if applicable, an underwritagyeement in customary form) and take
such other actions as Holder, or the underwritetgimed by Holder participating in an underwritperblic offering, if any, reasonably may
request in order to expedite or facilitate the dssfion of Registrable Securities.

x. The Company shall make available to Holder, amgerwriter participating in any disposition pumsui a Registration Statement, and any
attorney, accountant or other agent or represegatagtained by Holder or underwriter (collectivelye "Inspectors"), all financial and other
records, pertinent corporate documents and preseofithe Company (collectively, the "Records")shall be reasonably requested to enable
them to exercise their due diligence responsibitityd cause the Company's officers, directors armayees to supply all information
reasonably requested by any such Inspector in otionewith such Registration Statement; PROVIDEDAITHunless the disclosure of such
Records is necessary to avoid or correct a misgtateor omission in such Registration Statemetti@release of such Records is ordered
pursuant to a subpoena or other order from a @fwdmpetent jurisdiction, the Company shall notdmguired to provide any information
under this paragraph if (i) the Company believéier @onsultation with counsel for the Companyt tikado so would cause the Company to
forfeit an attorney-client privilege that was applble to such information or (ii) either (A) ther@pany has requested and been granted from
the Commission confidential treatment of such infation contained in any filing with the Commissimndocuments provided
supplementally or otherwise or (B) the Company@aably determines in good faith that such Recordsanfidential and so naotifies the
Inspectors unless, prior to furnishing any suchrmiation with respect to (A) or (B), Holder agrée®nter into a confidentiality agreement
and, PROVIDED, FURTHER, that Holder agrees thatlit upon learning that disclosure of such
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Records is sought in a court of competent jurigalictgive notice to the Company and allow the Conypat its expense, to undertake
appropriate action and to prevent disclosure oRbeords deemed confidential.

xi. The Company shall cause the Registrable Séesitid be authorized for quotation and/or listiagapplicable, on such exchange or
guotation system as the Common Stock is listeduioteyl.

xii. The Company shall provide a CUSIP number fbRagistrable Securities covered by a RegistraBtatement not later than the effective
date of such Registration Statement.

xiii. The Company shall cooperate with Holder aadheunderwriter participating in the dispositionREgistrable Securities and their
respective counsel in connection with any filinggquired to be made with the NASD or any "blue dkyis.

xiv. The Company shall appoint a transfer agentregéstrar for all the shares of Common Stock cedday a Registration Statement not later
than the effective date of such Registration Statgm

The Company shall have no obligation to file a sagtion statement pursuant to this Agreement srdes until Holder shall have furnished
the Company all information and statements abopeoiaining to Holder in such reasonable detail@amduch timely basis as is reasonably
required by the Company in connection with the prapon of a Registration Statement.

SECTION 5. LIMITATIONS ON SALE.

i. SUSPENSION PERIOD. Holder, upon receipt of antige (a "Suspension Notice") from the Companyhefhappening of any event of the
kind described in Section 4(e)(v), forthwith shdifcontinue disposition of the Registrable Se@sifjursuant to the Registration Statement
covering such Registrable Securities until Holdestipt of the copies of the supplemented or amefiospectus contemplated by Section 4
(e) or until it is advised in writing (the "Adviceby the Company that the use of the Prospectushrmagsumed and, if so directed by the
Company, Holder will, or will request the managingderwriter or underwriters, if any, to delivertte Company (at the Company's expense)
all copies then in such Holder's or underwritedsgession, of the Prospectus covering such Rdgistgecurities current at the time of reci

of such notice. In the event that the Company ghiedl any Suspension Notice, (i) the Company slsslits reasonable best efforts and take
such actions as are reasonably necessary to esliipension Period as promptly as practicable igrichnediately following expiration of

the Suspension Period, the Company shall, to treneit deems necessary, prepare and file witlfChmmission and furnish a supplement or
amendment to such Prospectus so that, as therdeftegrable to the Holders of such Registrableuies,
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such Prospectus will not contain any untrue statgmia material fact or omit to state a matergatfnecessary to make the statements
therein, in light of the circumstances under whindly were made, not misleading.

ii. LOCK-UP. If on any occasion of registrationvhich the Company proposes to file a Registratitateé®nent under the Securities Act with
respect to the proposed sale of Common Stock patrsoi@ fully-underwritten public offering, and theanaging underwriter or underwriters
shall request an agreement by Holder not to sglibAtthe Registrable Securities so held by Holderaf period of 180 days after the date o
underwriting agreement in order to effect an ondptlblic distribution thereof, then Holder shalteninto and execute such an agreement
with such managing underwriter or underwriters srelCompany pertaining to a restriction on thedfanof any equity securities of the
Company during such period. Holder further agrapsn request of the managing underwriter or undéawg;, to enter into and execute an
agreement with such managing underwriter or und@grand the Company pursuant to the terms oflwHiglder will agree not to transfer
any securities of the Company during the sevengaaiyppd immediately preceding the effectivenessuchsregistration statement to the extent
necessary to avoid violation of the Exchange Act.

SECTION 6. REGISTRATION EXPENSES. With respect by ®emand Registration, all expenses incurred imeotion with registering

the Registrable Securities hereunder includinghouit limitation, all registration and filing feefges and disbursements of counsel and
independent public accountants for the Company, &€l expenses incurred in connection with comglwith state securities or "blue sky"
laws, few of the Nasdaq National Market or othestenge on which the Common Stock is listed, trartsfees and fees of transfer agents
registrars, underwriting fees, discounts and corsimis attributable to the sale or disposition ogiReable Securities, the fees and expenses
of legal counsel and accountants retained by Haldall be paid by the Company, and the Holder gfellany underwriting discounts and
commissions attributable to the sale or dispositibRegistrable Securities. With respect to eagjgyrBack Registration, Holder shall pay all
underwriting discounts and commissions attributabléhe sale or disposition of Registrable Seasjtand the Company shall pay all
underwriting fees and all fees and expenses of mmmsel and accountants retained by Holder.

SECTION 7. INDEMNIFICATION AND CONTRIBUTION.

i. INDEMNIFICATION BY THE COMPANY. The Company ages to indemnify and hold harmless, to the fullestlt permitted by law,
Holder, its officers, directors, stockholders, eaygles, agents and underwriters (each a "Sectigririlamnitee") and each Person who
controls Holder within the meaning of either Seetid of the Securities Act or Section 20 of theliamme Act, or is under common control
with, or is controlled by, Holder, together withetpartners, officers, directors, trustees, stoadrsl, employees and agents of such controlling
Person (collectively, the "Controlling Personsfpr and against all losses, claims, damages, itiabiland
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expenses (including without limitation any reasdedegal or other fees and expenses actually irdum connection with defending or
investigating any action or claim in respect th&reROVIDED, HOWEVER, that such legal fees shallib@ted to those incurred by one
individual counsel for all Section 7(a) (collectiyethe "Damages")) to which such

Section 7(a) Indemnitee may become subject un@eBéeurities Act, insofar as such Damages (or paings in respect thereof) arise out of
any untrue or alleged untrue statement of mat&@ilcontained in any Registration Statement ospeotus (or any amendment thereto)
pursuant to which Registrable Securities were teggsl under the Securities Act or caused by angsion or alleged omission to state the
a material fact necessary to make the statemesrsithin light of the circumstances under whichytivere made not misleading, or causec
any untrue statement or alleged untrue statemeatudterial fact contained in such Prospectusrtended or supplemented only if the
Company shall have furnished any amendments oleuwgnts thereto), or caused by any omission ogatlemission to state therein a
material fact necessary to make the statementsithier light of the circumstances under which theyre made not misleading; PROVIDED,
HOWEVER, that the Company shall not be liable iy anch case to the extent that Damages arise aurtaykE based upon any such untrue
statement or omission based upon information rejat such

Section 7(a) Indemnitee furnished in writing to @@mpany by such Section

7(a) Indemnitee (or by a Person authorized to gigiuch information on behalf of such Section ¥dgmnitee) for use therein.

ii. INDEMNIFICATION BY HOLDER. Holder agrees to irmmnify and hold harmless, to the fullest extentrptted by law the Company, its
directors, officers, stockholders, employees, ageaitorneys, underwriters and investment advisetdseach of their employees and agents,
and each Person, if any, who controls the Compathinmithe meaning of either Section 15 of the Siiasr Act or Section 20 of the Exchar
Act, or is under common control with, or is conkedl by, the Company, together with its ControlliPgrson, from and against all Damages to
which the Company and any Controlling Persons nemyime subject under the Securities Act insofauals ®amages (or proceedings in
respect thereof) arise out of or are based uporuatrye or alleged untrue statement of materidldantained in any Registration Statement
(or any amendment thereto) pursuant to which Redil Securities were registered under the SeesitTt, or caused by any omission or
alleged omission to state therein a material facessary to make the statements therein in ligtiteo€ircumstances under which they were
made not misleading, or caused by any untrue stateor alleged untrue statement of a materialdantained in any Prospectus (as amendec
or supplemented if the Company shall have furnisiigdamendments or supplements thereto), or cdaysady omission or alleged omission
to state therein a material fact necessary to rttakstatements therein in light of the circumstangsder which they were made not
misleading, to the extent, but only if and to tiéeat that such Damages arise out of or are bgsed any such untrue statement or alleged
untrue statement or omission or alleged omissi@ethaipon information relating to Holder furnishedniriting to the Company by Holder (or
by a Person authorized to provide such
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information on behalf of Holder) for inclusion tleér; PROVIDED, HOWEVER, that Holder shall not batie in any case to the extent that
such Damages result from the failure of the Compargmend or take action to correct or supplementsach Registration Statement or
Prospectus on the basis of corrected or supplemhénfirmation provided in writing by Holder to ti@mpany expressly for such purpose.

iii. INDEMNIFICATION PROCEDURES. In case any prockeg (including any governmental investigation)lsba instituted involving an
Person in respect of which indemnity may be sopghéuant to either paragraph (a) or (b) above, Barhon (the "indemnified party")
promptly shall notify the Person against whom sickemnity may be sought (the "indemnifying partyi)writing and the indemnifying pan
shall retain counsel reasonably satisfactory taridemnified party to represent the indemnifiedypand any others the indemnifying party
may designate in such proceedings and shall parettsmnable fees and disbursements of such cowfetihg to such proceeding;
PROVIDED, HOWEVER that (i) in the case of any predimg in respect of which indemnity may be soughspant to both paragraphs (a)
and (b) above, the Company shall not be requiredsome the defense thereof and each party shalitb@wn fees and expenses of such
counsel and (ii) the Company shall not be obligategay the fees and expenses of more than onédodi counsel (together with any
appropriate or necessary local counsel, if anypfbindemnified parties, including the Companyakmy such proceeding, any indemnified
party shall have the right to retain its own couliniset the fees and expenses of such counsellshall the expense of such indemnified party
unless (i) the indemnifying party and the indemedfparty shall have mutually agreed to the retantifossuch counsel, or (ii) the indemnifying
party fails promptly to assume the defense of suokeeding or fails to employ counsel reasonaltigfsatory to such indemnified party or
parties, or (iii) (A) the named parties to any spebceeding (including any impleaded parties) idelboth such indemnified party or parties
and any indemnifying party or an Affiliate of suictdemnified party or parties or of any indemnifyiparty, (B) there may be one or more
legal defenses available to such indemnified partyarties or such Affiliate of such indemnifiedrfyaor parties that are different from or
additional to those available to any indemnifyiragtp or such Affiliate of any indemnifying party &@{C) such indemnified party or parties
shall have been advised by such counsel that thayeexist a legal conflict of interest between moag such indemnified party or parties or
such Affiliate of such indemnified party or partisd any indemnifying party or such Affiliate ofyaimdemnifying party, in which case, if
such indemnified party or parties notifies the maéying party or parties in writing that it eledts employ separate counsel of its choice at
the reasonable expense of the indemnifying pattiesindemnifying parties shall not have the righassume the defense thereof and such
counsel shall be at the reasonable expense ofideeninifying parties, it being understood, howetleat unless there exists a conflict among
indemnified parties, the indemnifying parties shmait, in connection with any one such proceedingemarate but substantially similar or
related proceedings in the same jurisdiction, agisiut of the same general allegations or circuntgts, be liable for the
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fees and expenses of more than one firm of atteraegny time for such indemnified party or parti#se indemnifying party shall not be
liable for any settlement of any proceeding effdatdthout its written consent (which will not bereasonably withheld) but, if settled with
such consent or if there be a final judgment ferpghaintiff, the indemnifying party agrees to ind@fy the indemnified party or parties from
and against any loss or liability by reason of ssettlement or judgment. No indemnifying party §haithout the prior written consent
(which will not be unreasonably withheld) of thel@mnified party, effect any settlement of any pagdir threatened proceeding in respec
which such indemnified party is a party, and indéynoould have been sought hereunder by such ind@dmarty, unless such settlement
includes an unconditional release of such inderadifiarty from all liability on claims that are thgbject matter of such proceeding.

iv. CONTRIBUTION. To the extent that the indemnéton provided for in paragraph (a) or (b) of t8isction 7 is unavailable to an
indemnified party or insufficient in respect of aDgmages, then each indemnifying party under sacaguaph, in lieu of indemnifying such
indemnified party thereunder, shall contributehte &amount paid or payable by such indemnified pastg result of such Damages in such
proportion as is appropriate to reflect the relafault of the Company on the one hand and Holdghe other hand in connection with the
statements or omissions that resulted in such Damas well as any other relevant equitable coregidas. The relative fault of the
Company on the one hand and of Holder on the dtiied shall be determined by reference to, amorgy ¢ings, whether the untrue or
alleged untrue statement of a material fact oothéssion or alleged omission to state a materilrielates to information supplied by the
Company or Holder and the parties' relative intkngwledge, access to information and opportumitgdrrect or prevent such statement or
omission.

If indemnification is available under paragraphdajb) of this Section 7, the indemnifying partgsll indemnify each indemnified party to
the full extent provided in such paragraphs withegard to the relative fault of said indemnifyiparty or indemnified party or any other
equitable consideration provided for in this Setfigd).

The Company and Holder agree that it would notusegr equitable if contribution pursuant to thexcton 7(d) were determined by pro rata
allocation or by any other method of allocationttthees not take account of the equitable considermteferred to herein. The amount pai
payable by an indemnified party as a result of@henages referred to in this Section 7 shall be @eletm include, subject to the limitations
forth above, any reasonable legal or other expensasred (and not otherwise reimbursed) by sudeinnified party in connection with
investigating or defending any such action or cladia person guilty of fraudulent misrepresentafiithin the meaning of Section 11(f) of
the Securities Act) shall be entitled to contribator indemnification from any person who was ndttg of such fraudulent
misrepresentation. The remedies provided for is 8action 7 are not exclusive and shall not
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limit any rights or remedies which may otherwiseabailable to any indemnified party at law or inuiy.

v. SURVIVAL. The parties' indemnification and cdbtrtion obligations pursuant to this Section 7 kkatvive the sale, transfer, assignment
or other disposition of any Registrable Securiéied shall survive any termination of this Agreement

SECTION 8. FINANCIAL INFORMATION; VOTING RIGHTS.

i. The Company shall provide to Holder unauditedus statements of income, statements of cash ffmeschanges in stockholders' equity,
and an unaudited balance sheet, all prepared ordeace with generally accepted accounting priesiff GAAP") consistently applied, dat
as of the fiscal year end within ninety (90) dafterathe end of the applicable fiscal year. The @any shall provide to Holder unaudited
quarterly statements of income, statements of flaals and changes in stockholders' equity, and ditaad balance sheets, all prepared in
accordance with GAAP consistently applied, datedfdke fiscal quarter end within forty-five

(45) days after the end of the applicable fiscartpr. The Company shall also timely provide todd¢olany other interim financial statements
or balance sheets prepared by or at the requéls¢ @ompany.

ii. Until the earlier of (i) the expiration of th&/arrant and (ii) the sale or disposition by thedéoland/or its Affiliates of 50% of the
Registrable Shares, the Company shall not, witbbtdining the prior written consent of the Holdsnsolidate with or merge with or into,
convey or transfer or lease all or substantiallpfits assets to, another Person.

SECTION 9. MISCELLANEOUS.

i. AMENDMENTS AND WAIVERS. The provisions of thisgseement, including the provisions of this sententay not be amended,
modified or supplemented, and waivers or consentepartures from the provisions hereof may najien unless the same are in writing
and signed by Holder and the Company.

ii. ASSIGNMENT. Holder may assign to any Affiliagdl, but not less than all, of its rights hereundéh respect to the Registrable Securi
Holder shall promptly notify the Company in writie§ any such assignment.

iii. NOTICES. All notices, requests and other conmications provided for herein shall be given or madwriting:
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if to the Company:

with copies to:

if to Holder:

with copies to:

Motorcar Parts & Ac
2727 Maricopa Stree
Torrance, Californi
Attention: Anthony
Facsimile: (310) 45

Arter & Hadden LLP
725 South Figueroa
Los Angeles, Califo
Attention:Jack Gold
Facsimile: (213) 61

Wells Fargo Bank, N
333 South Grand Ave
Los Angeles, Califo
Attention: Edith Li
Facsimile: (213) 25

Gibson, Dunn & Crut
One Montgomery Stre
San Francisco, Cali
Attention: Douglas
Facsimile: (415) 98

cessories, Inc.
t

a 90503
Souza

9-7052

Street, Suite 3400
rnia 90017

man, Esq.

7-9255

A.

nue

rnia 90071

m, Vice President
3-5913

cher LLP

et

fornia 94104
D. Smith, Esq.
6-5309

All such notices, requests and other communicatitiadl be: (i) personally delivered, sent by cougiearanteeing overnight delivery or sent
by reqistered or certified mail, return receiptuested, postage prepaid, or by facsimile in eash gaven or addressed as aforesaid; and

(i) effective upon receipt.

iv. HEADINGS. The headings in this Agreement anedonvenience of reference only and shall not lonibtherwise affect the meaning

hereof.

v. GOVERNING LAW. This Agreement shall be goverrigdand construed in accordance with the laws ofStia¢e of California without

regard to principles of conflicts of law.

vi. SEVERABILITY. In the event that any one or markthe provisions contained herein, or the apgiicathereof in any circumstances, is
held invalid, illegal or unenforceable in any respfer any reason, the validity, legality and ewctability of any such provision in every other
respect and of the remaining provisions contairexéih shall not be in any way impaired therebpging intended that all of the rights and

privileges of Holder shall be enforceable to thiéeft extent permitted by law.
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vii. ATTORNEY'S FEES. In any action or proceedingught to enforce any provision of this Agreemenivhere any provision hereof is
validly asserted as a defense, the successful ghaty, to the extent permitted by applicable law entitled to recover reasonable attorneys'
fees and expenses in addition to any other availagshedy.

viii. FURTHER ASSURANCES. Each party shall cooperahd take such action as may be reasonably reguegtanother party in order to
carry out the provisions and purposes of this Agremt and the transactions contemplated hereby.

ix. COUNTERPARTS. This Agreement may be executecbinterparts, each of which shall be deemed ginatj and all of which together
shall constitute one and the same instrument, hindn all parties hereto.

[the remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have exetatel delivered this Agreement as of the dateiirgten above.

MOTORCAR PARTS & ACCESSORIES, INC.

By:
Anthony Souza
President/Chief Operating Officer
By:
Michael Nelson
Chief Financial Officer
Assistant Secretary
WELLS FARGO BANK, N.A.
By:

Razia Darnji
Vice President
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Exhibit 10.32

SECOND AMENDED AND RESTATED
CREDIT AGREEMENT

THIS SECOND AMENDED AND RESTATED CREDIT AGREEMEN®$ amended, modified, supplemented or restatedtfrento time,
this "Agreement”) is entered into as of May 31, 2afy and between MOTORCAR PARTS & ACCESSORIES, INCNew York
corporation ("Borrower"), and WELLS FARGO BANK, NAONAL ASSOCIATION ("Bank").

RECITALS

A. Borrower is currently indebted to Bank pursutanthe terms of that certain Amended and RestatediCAgreement between Borrower
and Bank dated as of April 20, 2000 (as amended;Rhior Credit Agreement”). Borrower has requested Bank extend the credit
accommodations described below (each, a "Credit"caflectively, the "Credits"), and Bank has agresedxtend the Credits to Borrower on
the terms and conditions contained herein.

B. Borrower has requested Bank to extend the ntatdaite of the Prior Credit Agreement and amendrasthte certain other terms of the
Original Credit Agreement, and Bank has consergeslith request on the terms and subject to thetaomsiset forth herein.

NOW, THEREFORE, for valuable consideration, theefpcand sufficiency of which are hereby acknowksdigBank and Borrower here
agree as follows:

ARTICLE |
THE CREDITS
SECTION 1.1 LINE OF CREDIT.

(a) LINE OF CREDIT. Subject to the terms and caodg of this Agreement, Bank hereby agrees to nagk@nces to Borrower from time to
time up to April 30, 2002, not to exceed at anyetithhe aggregate principal amount of Twenty-Foutibfil Seven Hundred Fifty Thousand
Dollars ($24,750,000.00) ("Line of Credit"), theopeeds of which shall be used solely for Borrowgeiseral corporate and working capital
requirements and shall in no event be used to fli@dEscrow Account or any settlement of the Pendtitigation (as such terms are defined
in Section 1.3(b) below). Borrower's obligationrépay advances under the Line of Credit shall idegxced by a promissory note
substantially in the form of EXHIBIT A attached k& ("Line of Credit Note"), all terms of which areorporated herein by this reference.

(b) LIMITATION ON BORROWINGS. Outstanding borrowisgunder the Line of Credit, to a maximum of thepipal amount set forth
above, shall not at any time exceed an aggregdig sHventy-five percent (75.0%) of Borrower'sditle Accounts Receivable (as defined
below), PLUS (ii) eighty percent (80.0%) of the Agised Net Recovery Value (as defined below) offBwmer's inventory. The amount
calculated pursuant to the preceding sentencéered to herein as the "Borrowing Base". All o toregoing shall be determined by Bank
upon receipt and review of all collateral repoggquired hereunder and such other documents araterall information as Bank may from
time to time require. Borrower acknowledges thatBorrowing



Base was established by Bank with the understarttiaigf there at any time exists any other mattevents, conditions or contingencies
which Bank reasonably believes may affect payméanhg portion of Borrower's accounts, Bank, insitde discretion, may reduce the
foregoing advance rate against Eligible AccountsdRable to a percentage appropriate to reflecitiaddl dilution and/or establish
additional reserves against Borrower's Eligible dwtts Receivable.

As used herein, "Eligible Accounts Receivable" kbahsist solely of trade accounts created in tidénary course of Borrower's business,
upon which Borrower's right to receive paymentdsalute and not contingent upon the fulfillmentaf condition whatsoever, and in which
Bank has a perfected security interest of firsbqityf, and shall not include:

(i) any account which is remains unpaid more thiaty $60) days past the due date thereof;

(i) that portion of any account for which therasg any right of setoff (including deposits, loaml warranties), defense or discount (except
regular discounts allowed in the ordinary coursbusdiness to promote prompt payment) or for whith @efense or counterclaim has been
asserted;

(iii) any account which represents an obligatiomoy state or municipal government or of the Unkates government or any political
subdivision thereof (except accounts which repriegbligations of the United States government amdwvhich the assignment provisions of
the Federal Assignment of Claims Act, as amendedandified from time to time, have been compligthwo Bank's satisfaction);

(iv) any account which represents an obligatioaroficcount debtor located in a foreign country motih@n an account debtor located in the
Canadian provinces of Alberta, British Columbia,itaba, Ontario, Saskatchewan or the Yukon Tewisar long as, in Bank's

determination, such Canadian jurisdictions recog@iank'’s first priority security interest in andht to collect such account as a consequence
of any security agreements and UCC filings in fasBank and except to the extent any such accauBtank's determination, is supported
by a letter of credit or insured under a policyakign credit insurance, in each case in formstarnre and issued by a party acceptable to
Bank;

(v) any account which arises from the sale or léage performance of services for, or representstadigation of, an employee, director,
affiliate, partner, member, parent or subsidiarofrower;

(vi) that portion of any account which representsiim or progress billings or retention rightstba part of the account debtor;

(vii) any account which represents an obligatiom§ account debtor when twenty percent (20%) aernobBorrower's accounts from such
account debtor are not eligible pursuant to (i)va&ho

(viii) that portion of any account from an accodebtor which represents the amount by which Borr®aetal accounts from said account
debtor exceeds twenty-five



percent (25%) of Borrower's total accounts; PROMIDHOWEVER, that this limitation shall not apply amy accounts owing by AutoZone
so long as the senior unsecured debt rating of Zarte, Inc. by Standard & Poor's (a division of MeGraw-Hills Companies) is BBB- or
better AND such rating by Moody's Investors SencBaa3 or better;

(ix) any account deemed ineligible by Bank whenlBam its sole discretion, deems the creditworthier financial condition of the account
debtor, or the industry in which the account deig@ngaged, to be unsatisfactory.

As used herein, "Appraised Net Recovery Value" ofrBwer's inventory shall mean the amount refleet®the "net recovery value" of
Borrower's inventory in the most recent quartegdpraisal of inventory (performed by the Great Aroani Group) required pursuant to Sec
4.11.

(c) LETTER OF CREDIT SUBFEATURE. As a subfeatur@lenthe Line of Credit, Bank agrees from time todiduring the term thereof to
issue or cause to be issued standby letters oit oedhe account of Borrower (each, a "LetteiGredit" and collectively, "Letters of Credit")
to provide credit support for Borrower's workmetosnpensation obligations; PROVIDED, HOWEVER, thea form and substance of each
Letter of Credit shall be subject to approval by\Ban its sole discretion; and PROVIDED, FURTHERat the aggregate undrawn amout
all outstanding Letters of Credit shall not at &inye exceed One Million Six Hundred Thousand Dagllg$1,600,000.00). On March 31, 2002,
any Letter of Credit with an expiry date subsequertpril 30, 2002 shall be fully cash collateraliz The undrawn amount of all Letters of
Credit shall be reserved under the Line of Credlit shall not be available for borrowings thereunéi@ach Letter of Credit shall be subject to
the additional terms and conditions of the Letfe€Ciedit Agreement and related documents, if aaguired by Bank in connection with the
issuance thereof (each, a "Letter of Credit Agragtnand collectively, "Letter of Credit AgreemenjtsEach draft paid by Bank under a Le
of Credit shall be deemed an advance under thedfi@edit and shall be repaid by Borrower in ademice with the terms and conditions of
this Agreement applicable to such advances; PROYIHEOWEVER, that if advances under the Line of Qrack not available, for any
reason, at the time any draft is paid by Bank, BBemower shall immediately pay to Bank the full@mt of such draft, together with interest
thereon from the date such amount is paid by Bartkeé date such amount is fully repaid by Borrovagthe rate of interest applicable to
advances under the Line of Credit. In such evemtd®eer agrees that Bank, in its sole discretiony ahebit any demand deposit account
maintained by Borrower with Bank for the amountaf/ such draft.

(d) BORROWING AND REPAYMENT. Borrower may from time time during the term of the Line of Credit b, partially or wholly
repay its outstanding borrowings, and reborrowjestitio all of the limitations, terms and conditsocontained herein or in the Line of Credit
Note; PROVIDED, HOWEVER, that the total outstandbrayrowings under the Line of Credit shall not ay éime exceed the maximu
principal amount available thereunder, as set fabibve. The principal amount of the Line of Creditstanding shall be repaid in accordance
with the provisions of the Line of Credit Note.

SECTION 1.2 TERM LOAN.



(a) TERM LOAN. Subject to the terms and conditiohshis Agreement, Bank hereby agrees to makeratm&orrower in the principal
amount of Nine Million Dollars ($9,000,000.00) ('ffie Loan"), the proceeds of which shall be usedyfareral corporate and working capital
purposes of Borrower; PROVIDED that no portiontod fTerm Loan shall be used to fund the Escrow Agtouany settlement of the
Pending Litigation. Borrower's obligation to reghg Term Loan shall be evidenced by a promissoty sobstantially in the form of
EXHIBIT B attached hereto ("Term Note"), all terwiswhich are incorporated herein by this referedee Term Loan shall be funded on
Closing Date (as defined below).

(b) REPAYMENT. The principal amount of the Term lnoshall be repaid in accordance with the provisiofithe Term Note.
(c) PREPAYMENT. Borrower may prepay principal oe fherm Loan at any time, in any amount and withpautalty.
SECTION 1.3 INTEREST/FEES.

(a) INTEREST. Subject to Section 1.3(c), the outdiag principal balance of the Line of Credit Nstell bear interest at the Prime Rate
PLUS the Applicable Line of Credit Margin MINUS ahitigation Margin Adjustment. The outstanding gmimal balance of the Term Note
shall bear interest at the Prime Rate PLUS theidaple Term Loan Margin MINUS any Litigation Marghkdjustment. As of the Closing
Date (as defined below), the Applicable Line of ditdlargin shall be two and three-quarters per¢2m5%) and the Applicable Term Loan
Margin shall be three percent (3.0%). Each suchgmahall be adjusted quarterly on the date thantbnthly financial statements for the
month corresponding with such quarter end are reduo be delivered pursuant to Section 4.3(b); PRE&D, HOWEVER, that if a Default
has occurred with respect to any of the finan@pbrting obligations set forth in Section 4.3, Bahkll have the option to apply the
Applicable Line of Credit Margin and the Applicablferm Loan Margin at 3.00% and 3.25%, respectivatyl the option to apply the default
interest rate, until such Default is cured. If amimation of Settlement occurs, then on the fies df the calendar month following the month
in which any Termination of Settlement occurs, Barer shall pay to Bank additional interest in aroant equal to the sum of (x) the
cumulative reduction to interest otherwise payagilesuant to this Agreement as a result of the &ftoam Margin Adjustment, PLUS (y) the
cumulative reduction to interest otherwise payaiblesuant to the Superseded Note (as defined belsw)result of the establishment of the
Escrow Account.

(b) INTEREST RATE DEFINITIONS. The following termghen used in this Agreement shall have the follgwireanings:

() "Adjusted EBITDA" shall mean net income plus,the extent deducted to arrive at net incomestime of (a) taxes, (b) interest expense,
(c) depreciation and amortization, (d) an amountmexcess of $1,500,000 related to the settleroktite Pending Litigation, (e) an amount
not in excess of $900,000 of non-recurring faeifittlosing and consolidation charge during thefigoarter ended March 31, 2001, (f) up to
an aggregate amount not in excess of $1,700,008ventory stock adjustments and core returns dtheg expenses during the months of
December 2000 and January 2001, and (g) an amquat ® any non-cash charge or non-cash credaruoirggs resulting from the reduction
of the exercise price of the Warrants



issued in favor of Bank pursuant to the Amendmewarrant delivered pursuant to Section 3.1(b)(iii)

(i) "Applicable Line of Credit Margin" shall meaat any time the applicable margin set forth belbased on the Funded Debt to Adjusted
EBITDA Ratio as of the most recent calculation date

FUNDED DEBT TO ADJUSTED EBITDA RATIO APPLICABLE LINE OF CREDIT MAR GIN
Less than or equal to 4.5 SR T
More than 4.5, but less than or equal to 5.0 SeeeTTTTTT T
More than 5.0, but less than or equal to 5.5 oo T
More than 5.5 SoeeTTTTTT T

(iii) "Applicable Term Loan Margin" shall mean tigplicable Line of Credit Margin PLUS one quartéone percent (0.25%).

(iv) "Escrow Account” shall mean an escrow accastablished in an amount of not less than SevelioMiFive Hundred Thousand Dollars
($7,500,000.00) pursuant to and as further destiibéhe Memorandum of Understanding.

(v) "Funded Debt" shall mean all indebtedness af@ser outstanding on any date of determinatiodliding capitalized leases, standby
letters of credit and the maximum outstanding altl@ns of Borrower with respect to any guarantiss$ eontingent obligations.

(vi) "Funded Debt to Adjusted EBITDA Ratio" shalkan, as of any date of determination, the ratiBuwfded Debt as of the last day of the
testing period to the total of Borrower's AdjusteBITDA for the twelve month period ending on thetlday of such testing period.

(vii) "Litigation Margin Adjustment" shall mean (ahe quarter of one percent (0.25%) per annumrfgmpariod from and after the date the
Escrow Account is opened and prior to the Settlénwr(b) one half of one percent (0.50%) from aftér the Settlement; PROVIDED,
HOWEVER, that no Litigation Margin Adjustment sha# made if a Termination of Settlement occurs.

(viii) "Memorandum of Understanding" shall meanttbartain Memorandum of Understanding executedbyptrties to the Pending
Litigation between March 7, 2001 and March 12, 2881Tiled in connection with the Pending Litigation

(i) "Pending Litigation" shall mean that certaitigation pending against Borrower identified asSEPH L. SHALANT, IRA ON BEHALF
OF HIMSELF AND OTHER SIMILARLY SITUATED, PLAINTIFFV. MOTORCAR PARTS AND ACCESSORIES, INC., MEL MARKS,
RICHARD MARKS AND PETER BROOMBERG, DEFENDANTS.

(x) "Prime Rate" shall mean at any time the ratimtarest most recently
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announced within Bank at its principal office asRrime Rate, with the understanding that the PRae is one of Bank's base rates and
serves as the basis upon which effective ratestefdst are calculated for those loans making eafir thereto, and is evidenced by the
recording thereof in such internal publication ablications as Bank may designate. Each chandeinate of interest shall become effective
on the date each Prime Rate change is announdceith \Bank.

(xi) "Settlement” shall mean the Pending Litigatisrsettled and all releases in favor of Borrowesatibed in the Memorandum of
Understanding have been received by Borrower atidmaissal with prejudice of the Pending Litigatioas been filed with the United States
District Court, Central District of California, Wesn Division.

(xii) "Termination of Settlement" shall mean thétleenent of the Pending Litigation on the terms anbject to the conditions set forth in the
Memorandum of Understanding is revoked or termihétgany party, or any party to the Memorandum oéléfstanding indicates in writing
that it does not intend to settle the Pending hiion in accordance with the terms of the Memoramadfi Understanding.

(c) DEFAULT INTEREST. From and after the maturitgte of the Line of Credit Note and/or the Term Notesuch earlier date as all
principal owing under such note becomes due andlgeyy acceleration or otherwise, the outstantdalgnce of the Line of Credit and the
Term Loan shall bear interest until paid in fulbatate per annum equal to four percent (4%) abieweate of interest otherwise applicable to
such obligations.

(d) COMPUTATION AND PAYMENT. Interest shall be comfed on the basis of a 360 day year, actual dagsetl. Interest shall be
payable on the Line of Credit and on the Term Loaithe first day of each month, commencing JurkoQ].

(e) RESTRUCTURING FEE. Borrower shall pay to Banlestructuring fee equal to one and one-quartergmen(1.25%) of the sum of the
Line of Credit and the Term Loan. Oqgearter of one percent (0.25%) of the sum of theelaf Credit and the Term Loan shall be fully ed
and non-refundable and shall be paid in cash o€lbsing Date. The other one percent (1.0%) oftima of the Line of Credit and the Term
Loan shall be fully earned on the Closing Date,dnall be payable on December 15, 2001; PROVIDEDiftthe Term Loan is repaid in fu
the Line of Credit is repaid in full and terminatad all other fees and expenses reimburseablarn& Bursuant to this Agreement and any
other Loan Document have been paid in full priostich date, then the portion of the restructureggdue on December 15, 2001 shall be
waived by Bank.

() UNUSED COMMITMENT FEE. Borrower shall pay to Blaa fee equal to three-quarters of one percenb@) per annum (computed on
the basis of a 360-day year, actual days elapsetheoaverage daily unused amount of the Line efii€rwhich fee shall be calculated on a
monthly basis by Bank and shall be due and payapRorrower in arrears on the first business datheffollowing month.

(g) LETTER OF CREDIT FEES. Borrower shall pay tonRdees upon the issuance of each Letter of Creddn the payment or negotiation
by Bank of each draft under any Letter of



Credit and upon the occurrence of any other agtivith respect to any Letter of Credit (includingthwut limitation, the transfer, amendment
or cancellation of any Letter of Credit) determiniedccordance with Bank's standard fees and chahga in effect for such activity. In
addition, Borrower shall pay to Bank a fee equahtee percent (3.0%) per annum (computed on this lbha 360-day year, actual days
elapsed) on the average daily face amount of lette€redit outstanding, which fee shall be calmdan a monthly basis by Bank and shall
be due and payable by Borrower in arrears on teelfusiness day of the following month.

SECTION 1.4 MANDATORY PREPAYMENTS. Borrower shafipay the Line of Credit on any date on which thistamding balance of the
Line of Credit plus the face amount of all Lettef<Credit outstanding exceeds the Borrowing Basaddition, Borrower shall prepay the
Credits from time to time in an amount equal to boadred percent (100%) of (i) the net proceedmgfsales by Borrower of assets outside
the ordinary course of business, (ii) the net pedseof any debt or equity issuance by Borrowerl(eskee of up to $1,500,000 of equity to be
issued by Borrower to Mel Marks in connection viltle settlement of the Pending Litigation), (iiigthet proceeds of any insurance payment
received by Borrower (exclusive of any paymenteinszd by Borrower under its Director's and Offisénsurance policy in connection with
the Pending Litigation), and

(iv) any and all local, state, or federal tax refsmeceived by Borrower from time to time. Eachppsanent of the Credits required by this
Section 1.4 shall first be applied to the Term Laard thereafter shall be applied to the outstandiimcipal balance of the Line of Credit.
the date that any repayment under the Line of €redequired pursuant to the preceding senteheel.ine of Credit shall be permanently
reduced by a corresponding amount.

SECTION 1.5 COLLECTION OF PAYMENTS. Borrower autizas Bank to collect all principal, interest andgelue under any Loan
Document (as defined below) by charging Borrowgesiand deposit account number 4608-043691 with Bamdmy other demand deposit
account maintained by Borrower with Bank, for thé &mount thereof. Should there be insufficientds in any such demand deposit acct
to pay all such sums when due, the full amountiohsleficiency shall be immediately due and paybaglBorrower. Borrower authorizes
Bank to (a) apply all amounts on deposit in suatoant at the close of each business day to theéamalisg balance of the Line of Credit, and
(b) make advances under the Line of Credit afterctbse of business each business day in an araquat to any overdraft reflected with
respect to such demand deposit account; PROVIDIE Borrower acknowledges and agrees that any adw@ascribed in this clause (b)
shall be subject to all of the terms and conditiapglicable to advances under the Line of Credifa¢h in this Agreement and the other L
Documents.

SECTION 1.6 COLLATERAL. As security for all indeltheess of Borrower to Bank or Trade Bank subjecttoeBorrower hereby re-
affirms its prior grant to Bank and Trade Bank e€urity interests of first priority in all Borrowsraccounts, other rights to payment, general
intangibles, inventory and equipment. All of thegigoing shall be evidenced by and subject to titreg@®f such security agreements,
financing statements, deeds of trust and otherrdeats as Bank or Trade Bank shall reasonably regaiirin form and substance satisfact

to Bank (and, as appropriate, Trade Bank). Borrashatl reimburse Bank and Trade Bank immediatelynugemand for all costs and
expenses incurred by Bank or Trade Bank in conmeetith any of the foregoing security, includingiaut limitation, filing and recording
fees and costs of



appraisals and audits.

SECTION 1.7 CERTAIN LOAN DOCUMENTS SUPERSEDED. Aithe Closing Date, the Prior Credit Agreement khaldeemed to have
been amended and restated in its entirety by thieément, the Revolving Line of Credit Note in gncipal amount of $33,750,000.00
dated March 28, 2001 (the "Superseded Note") mgdgobrower in favor of Bank shall be amended arsdated in its entirety by the Line of
Credit Note and the Term Note, and the indebtedeeistenced by the Superseded Note shall be evidditseby the Term Note, and then,
the extent of the remaining principal amount outdiag thereunder, by the Line of Credit Note. Te #xtent that the Prior Credit Agreement
provides for costs, expenses, fees and indeminitisvor of Bank, Borrower promises to pay all sedsts, expenses, fees and indemnities.

ARTICLE II
REPRESENTATIONS AND WARRANTIES

Borrower makes the following representations andavdies to Bank, which representations and waearshall survive the execution of this
Agreement and shall continue in full force and effientil the full and final payment, and satisfaatiand discharge, of all obligations of
Borrower to Bank subject to this Agreement.

SECTION 2.1 LEGAL STATUS. Borrower is a corporati@uly organized and existing and in good standinder the laws of the state of
New York, and is qualified or licensed to do busiéand is in good standing as a foreign corparati@pplicable) in all jurisdictions i
which such qualification or licensing is requiredrowhich the failure to so qualify or to be sodihsed could have a material adverse effe
Borrower.

SECTION 2.2 AUTHORIZATION AND VALIDITY. This Agreerant, the Line of Credit Note, the Term Note, ancheather document,
contract and instrument required hereby or at Bng hereafter delivered to Bank in connection héte(eollectively, the "Loan Document:
have been duly authorized, and upon their execatiwhdelivery in accordance with the provisionsbéwill constitute legal, valid and
binding agreements and obligations of Borroweihergarty which executes the same, enforceableciordance with their respective terms.
The Certificate of Incumbency delivered to Bankamnection with the First Amendment to the Pricedir Agreement remains true and
correct as of the date of this Agreement, and tfieeos of Borrower identified in such Certificaté Incumbency are duly authorized by all
necessary corporate action to execute this Agreeameheach other Loan Document to be executed elincered in connection herewith.

SECTION 2.3 NO VIOLATION. The execution, delivergéiperformance by Borrower of each of the Loan Deents do not violate any
provision of any law or regulation, or contravemg arovision of the Articles of Incorporation or Byaws of Borrower, or result in any
breach of or default under any contract, obligatindenture or other instrument to which Borrowseaiparty or by which Borrower may be
bound.



SECTION 2.4 LITIGATION. There are no pending, oithe best of Borrower's knowledge threatened, astiolaims, investigations, suits or
proceedings by or before any governmental authaaityitrator, court or administrative agency whictuld have a material adverse effect on
the financial condition or operation of Borrowehet than those disclosed by Borrower to Bank inimgiprior to the date hereof.

SECTION 2.5 CORRECTNESS OF FINANCIAL STATEMENT. Tfieancial statements of Borrower dated February?281, a true copy

of which has been delivered by Borrower to Bankptd the date hereof, (a) is complete and coardtpresents fairly the financial conditi

of Borrower, (b) discloses all liabilities of Bomwer that are required to be reflected or resengainat under generally accepted accounting
principles, whether liquidated or unliquidated gfiikor contingent, and (c) has been prepared irrdacoe with generally accepted accounting
principles consistently applied. Since the dateusth financial statement there has been no masehedrse change in the financial condition
of Borrower, nor has Borrower mortgaged, pledgedntpd a security interest in or otherwise encuetbany of its assets or properties ex

in favor of Bank or as disclosed on Schedule 5.2.

SECTION 2.6 INCOME TAX RETURNS. Borrower has no kriedge of any pending assessments or adjustmeitssinEome tax payable
with respect to any year which would result in afigation to pay additional taxes.

SECTION 2.7 NO SUBORDINATION. There is no agreemémdenture, contract or instrument to which Boreous a party or by which
Borrower may be bound that requires the subordinati right of payment of any of Borrower's obligats subject to this Agreement to any
other obligation of Borrower.

SECTION 2.8 PERMITS, FRANCHISES. Borrower possesard will hereafter possess, all permits, consamgrovals, franchises and
licenses required and rights to all trademarksletr@ames, patents, and fictitious names, if angessary to enable it to conduct the busine
which it is now engaged in compliance with appliedaw.

SECTION 2.9 ERISA. Borrower is in compliance inralhterial respects with all applicable provisiohshe Employee Retirement Income
Security Act of 1974, as amended or recodified ftome to time ("ERISA"); Borrower has not violatady provision of any defined
employee pension benefit plan (as defined in ERIBAntained or contributed to by Borrower (eactPlan"); no Reportable Event as
defined in ERISA has occurred and is continuindghwéspect to any Plan initiated by Borrower; BoreoWas met its minimum funding
requirements under ERISA with respect to each Riad;each Plan will be able to fulfill its beneftiligations as they come due in accord:
with the Plan documents and under generally acdegpteounting principles.

SECTION 2.10 OTHER OBLIGATIONS. Borrower is notdefault on any obligation for borrowed money, anyghase money obligation
any other material lease, commitment, contractrungent or obligation.

SECTION 2.11 ENVIRONMENTAL MATTERS. Except as disskd by Borrower to Bank in writing prior to theteliereof, Borrower is in
compliance in all material respects with



all applicable federal or state environmental, hdaas waste, health and safety statutes, and d&y ouregulations adopted pursuant thereto,
which govern or affect any of Borrower's operatiansl/or properties, including without limitatiolmgt Comprehensive Environmental
Response, Compensation and Liability Act of 198@,3uperfund Amendments and Reauthorization At888, the Federal Resource
Conservation and Recovery Act of 1976, and the idd®xic Substances Control Act, as any of theesamy be amended, modified or
supplemented from time to time. None of the operetiof Borrower is the subject of any federal atestnvestigation evaluating whether any
remedial action involving a material expenditur@égded to respond to a release of any toxic @rbams waste or substance into the
environment. Borrower has no material contingatiility in connection with any release of any tosichazardous waste or substance intc
environment.

ARTICLE Il
CONDITIONS

SECTION 3.1. CONDITIONS OF INITIAL EXTENSION OF CHHT. The obligation of Bank to grant any of the @its is subject to the
fulfillment to Bank's satisfaction of all of thelfowing conditions on or before June 15, 2001:

(a) APPROVAL OF BANK COUNSEL. All legal matters iidental to the granting of each of the Credits Idbalsatisfactory to Bank's
counsel.

(b) DOCUMENTATION. Bank shall have received, infoand substance satisfactory to Bank, each ofdifmnfing, duly executed:

(i) This Agreement, the Line of Credit Note, and fferm Note.

(i An Amendment to Warrant in form and substasatisfactory to Bank, which shall reduce the exergrice of the Warrant from $2.045
per share to $0.01 per share.

(iii) A Corporate Borrowing Resolution and resotuts of the Board of Directors of Borrower approvihg execution and delivery of the
Amendment to Warrant.

(iv) Such other documents as Bank or Trade Bank maqyire under any other Section of this Agreement.

(c) FINANCIAL CONDITION. There shall have been natarial adverse change, as determined by Bankeifiriancial condition or
business of Borrower, nor any material declineggetermined by Bank, in the market value of anyatehial required hereunder or a substa
or material portion of the assets of Borrower.

(d) INSURANCE. Borrower shall have delivered to Bavidence of insurance coverage on all Borrowmogerty, in form, substance,
amounts, covering risks and issued by companiésfaztory to Bank, and where required by Bank, wids payable endorsements in favc
Bank.

(e) REIMBURSEMENT OF EXPENSES; RESTRUCTURING FEBridwer shall have reimbursed Bank for all feestg@and expenses
(including without limitation the allocated costiofhouse counsel and all audit and appraisal fiees)yred by Bank in connection with the
negotiation of
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documentation of the transaction described hemdhiathe other Loan Documents. In addition, Boreowhall have paid Bank the portion of
the restructuring fee required to be paid on tresi@h Date as described in
Section 1.3(e).

The date on which all such conditions have bedsfit (or waived by Bank in its sole discretiomdahe initial extension of credit is made
by Bank hereunder is referred to herein as thesi@tpDate".

SECTION 3.2 CONDITIONS OF EACH EXTENSION OF CREDIThe obligation of Bank to make each extensiornreflit requested by
Borrower hereunder shall be subject to the fuli@imto Bank's satisfaction of each of the followauditions:

(a) COMPLIANCE. The representations and warrart@sained herein and in each of the other Loan Baeus shall be true on and as of
the date of the signing of this Agreement and endéite of each extension of credit by Bank purshargto, with the same effect as though
such representations and warranties had been nmaatledoas of each such date, and on each sucdafent of Default as defined herein,
and no condition, event or act which with the givof notice or the passage of time or both wouldstitute such an Event of Default, shall

have occurred and be continuing or shall exist.

(b) DOCUMENTATION. Bank shall have received all &dlthal documents which may be required in conmectvith such extension of
credit.

ARTICLE IV
AFFIRMATIVE COVENANTS

Borrower covenants that so long as Bank remaingwitied to extend credit to Borrower pursuant heretany liabilities (whether direct or
contingent, liquidated or unliquidated) of BorrowerBank under any of the Loan Documents remaistanotling, and until payment in full of
all obligations of Borrower subject hereto, Borrowhall, unless Bank otherwise consents in writing:

SECTION 4.1 PUNCTUAL PAYMENTS. Punctually pay atigcipal, interest, fees or other liabilities dusder any of the Loan Documents
at the times and place and in the manner spedHiemin.

SECTION 4.2 ACCOUNTING RECORDS. Maintain adequatehs and records in accordance with generally dedegccounting principles
consistently applied, and permit any representatfV@ank, at any reasonable time, to inspect, aamtitexamine such books and records, to
make copies of the same, and to inspect the piepert Borrower.

SECTION 4.3 FINANCIAL STATEMENTS AND INFORMATION. Pvide to Bank all of the following, in form andtdé satisfactory to
Bank:

() not later than June 30, 2001, Borrower's FabAK Tor the fiscal year ended March 31, 2001 adfilvith the Securities Exchange
Commission (the "SEC"), and financial
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statements of Borrower, audited by independenifisgitpublic accountants acceptable to Bank, tduide a balance sheet, income statement
and statement of cash flows and all footnotes;

(b) not later than 45 days after and as of theadrghch fiscal quarter, Borrower's Form 10-Q adfilvith the SEC;

(c) not later than 30 days after the end of eachtimononthly financial statements of Borrower ftolude a narrative explaining the reasons
for any variances from the Projections (as defineldw) and a progress report on the SettlemerteoPending Litigation), together with a
Compliance Certificate substantially in the formEXHIBIT C from the Chief Financial Officer or Pident of Borrower (and accompanying
calculations in form and substance satisfactofgank);

(d) not later than the last business day of ealdndar week, a cash forecast for Borrower by weelte thirteen week period beginning of
the first day of the following calendar week togathvith the actual cash flows for the precedingky@eecomparison of such cash flows to the
most recent cash forecast and an explanation ofreatgrial variances;

(e) not later than 20 days after and as of theoéméich month beginning with the month ending BMe2001, a Borrowing Base Certificate
substantially in the form of EXHIBIT D, togethertlian inventory collateral report, an aged listifigsiccounts receivable and accounts
payable, and a reconciliation of accounts, and idiately upon each request from Bank, a list ofrtames and addresses of all Borrower's
account debtors;

(f) contemporaneously with each annual and morfthncial statement of Borrower required herebgesificate of the President or Chief
Financial Officer of Borrower that said financightements are accurate and that there exists nmat Bf’®efault nor any condition, act or
event which with the giving of notice or the passafitime or both would constitute an Event of Ddffa

(9) not later than July 31, 2001, a Certificatérmfumbency executed by Borrower;

(h) within five business days of receipt by Borrowaed in any event not later than September 301 20@ management letter prepared by
Borrower's independent certified public accountamtsonnection with their audit for the fiscal yearded March 31, 2001;

(i) promptly, and in any event within five businetsys after Borrower has knowledge thereof, a tegescribing any material developmen
connection with the Pending Litigation, includingysSettlement or Termination of Settlement; and

(j) from time to time such other information as Ranay reasonably request.

SECTION 4.4 COMPLIANCE. Preserve and maintainialmses, permits, governmental approvals, righigilgges and franchises necess
for the conduct of its business; and comply with pinovisions of all documents pursuant to whichrBeer is organized and/or which govern
Borrower's continued existence and with the requénets of all laws, rules, regulations and orderargf governmental authority applicable to
Borrower and/or its business.
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SECTION 4.5 INSURANCE. Maintain and keep in forosurance of the types and in amounts customarniljeckin lines of business similar
to that of Borrower, including but not limited tiodf, extended coverage, public liability, floodpperty damage and workers' compensation,
with all such insurance carried with companies iamgimounts satisfactory to Bank, and deliver tolBfiom time to time at Bank's request
schedules setting forth all insurance then in éffec

SECTION 4.6 FACILITIES. Keep all properties usefulinecessary to Borrower's business in good reypaircondition, and from time to tir
make necessary repairs, renewals and replacenmenétd so that such properties shall be fully dfidiently preserved and maintained.

SECTION 4.7 TAXES AND OTHER LIABILITIES. Pay andstiharge when due any and all indebtedness, oldigatassessments and
taxes, both real or personal, including withoutitation federal and state income taxes and statdamal property taxes and assessments,
except such (a) as Borrower may in good faith cgirge as to which a bona fide dispute may arisd,(Bjpfor which Borrower has made
provision, to Bank's satisfaction, for eventual pawyt thereof in the event Borrower is obligatediike such payment.

SECTION 4.8 LITIGATION. Promptly give notice in vimg to Bank of (a) any litigation pending or threr@ed against Borrower with a cla
in excess of $100,000.00, and (b) the terms ofraoglifications to the settlement of any pendingweatened litigation and the proposed
source of funding for any such settlement.

SECTION 4.9 FINANCIAL CONDITION. Maintain Borrowes'financial condition as follows using generallg@gted accounting principles
consistently applied and used consistently witbrgpractices (except to the extent modified bydbgnitions herein):

(a) Monthly EBITDA, calculated on a monthly baseginning with the month ended April 30, 2001, slaalll times equal not less than
110% of the sum of Borrower's monthly interest brake payment obligations; PROVIDED, HOWEVER, ihat any given month
Borrower's EBITDA is less than 110% but not lesnti00% of the sum of Borrower's monthly interest Bease payment obligations, then
Borrower shall not be in default under this promsso long as the sum of Borrower's EBITDA for suainth when combined with that of |
immediately preceding month exceeds 110% of the agluBorrower's monthly interest and lease paymeéifigations for such month when
combined with that of the immediately preceding thoEBITDA" shall refer to Borrower's net incomfel US in each case to the extent
deducted to arrive at net income, interest expémsteof capitalized interest expense), taxes, aégiion expense and amortization expense,
and an amount equal to any non-cash charge or asimaredit to earnings resulting from the reductibthe exercise price of the Warrants
issued in favor of Bank pursuant to the Amendmewarrant delivered pursuant to Section 3.1(b)(iii)

(b) Net Operating Income/(Loss), calculated on atily basis beginning with the month ended Apri] 3001, shall never be more than 10%
less than (in the case of income) or 10% greater (m the case of loss) the amount of incomefleBiscted in the Projections for such moi
PROVIDED, HOWEVER, that if in any given month Bower's Net Operating Income/(Loss) does vary maoae guch permitted 10%
variance from the Projections for such
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month, Borrower shall not be in default under fivisvision so long as the sum of Borrower's Net @fieg Income/(Loss) for such month
when combined with that of the immediately precgdimonth is within such permitted 10% variance frtve Projections for such two-month
period. "Net Operating Income/(Loss)" as used Imesball mean all income (not including any inteiesbme) before deducting interest
expense and taxes. "Projections” as used herelimsban those certain financial projections for tiseal year ending March 31, 2002
prepared by Borrower and delivered to Bank, a amfpyhich are attached hereto as EXHIBIT E.

(c) Gross sales, calculated on a monthly basisbarg with the month ended April 30, 2001, shallerebe less than 90% of the amount of
gross sales reflected in the Projections for suohtm PROVIDED, HOWEVER, that if in any given morlerrower's gross sales are less
than 90% of gross sales as reflected in the Piojector such month, Borrower shall not be in défander this provision so long as the sum
of Borrower's gross sales for such month when coatbivith that of the two immediately preceding nisnt at least 90% of the gross sales
reflected in the Projections for such three-morghqul.

(d) Minimum Tangible Net Worth not at any time lélsan the sum of (i) Borrower's Tangible Net Wathof March 31, 2001, PLUS (ii) as
of each month end from and after May 31, 2001,raaumt equal to 50% of Borrower's net income afiges for such month, PLUS (iii) an
amount equal to any increase in Tangible Net Wiortonnection with the Settlement, including in neation with a purchase of capital st
by Mel Marks, MINUS (iv) an amount equal to any if&or credit to earnings resulting from the reucof the exercise price of the
Warrants issued in favor of Bank pursuant to theeAdment to Warrant delivered pursuant to Sectid(b}iii). "Tangible Net Worth" is
defined as the aggregate of total stockholderstyeplus subordinated debt minus any intangiblestss

(e) Minimum Adjusted EBITDA, calculated as of tlast day of each month beginning with the month drfslaril 30, 2001, of not less than
the amount set forth opposite such date for thévevmonth period ending on such date:

April 30, 2001 $6,000, 000
May 31, 2001 $6,000, 000
June 30, 2001 and each $6,500, 000

month ending thereafter

(f) Stock adjustments for the fiscal year endedda81, 2002 shall not exceed $900,000 or 30,008 .uni

(9) Maximum Funded Debt to Adjusted EBITDA Ratia)aulated as of the last day of calendar quartginipéng with the quarter ended
March 31, 2001, less than or equal to the ratidos#t opposite such date below:

March 31, 2001 less than or equal to 5.50
June 30, 2001 less than or equal to 5.75
September 30, 2001 less than or equal to 5.50
December 31, 2001 less than or equal to 5.00
March 31, 2002 less than or equal to 4.75
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SECTION 4.10 NOTICE TO BANK. Promptly (but in noext more than five (5) Business Days after the weoee of each such event or
matter) give written notice to Bank in reasonat#éad of: (a) the occurrence of any Event of Deffanit any condition, event or act which w
the giving of notice or the passage of time or bwtiuld constitute an Event of Default; (b) any opaim the name or the organizational
structure of Borrower; (c) the occurrence and reatifrany Reportable Event or Prohibited Transacgaich as defined in ERISA, or any
funding deficiency with respect to any Plan; or4dy termination or cancellation of any insuranckcy which Borrower is required to
maintain, or any uninsured or partially uninsuress|through liability or property damage, or throtige, theft or any other cause affecting
Borrower's property in excess of an aggregate 60§00.00. As used herein, the term "Business Bhgll mean any day other than a
Saturday, Sunday or other day on which commereiakb in California are authorized or required hwy ta close.

SECTION 4.11 QUARTERLY FIELD EXAMINATIONS AND APPRISALS. Borrower shall permit Bank and its agenépresentatives,
auditors and appraisers access to its facilitieekb and records, and provide such other assistenEguested by Bank or any such persc

to enable Bank's appraisers to complete quartevigritory appraisals, with the first inventory apgaaafter the Closing Date to be completed
by July 31, 2001 with respect to inventory as afel80, 2001, and to establish the "Appraised NebRery Value" of inventory on a
quarterly basis for purposes of Section 1.1(b)t¢Bnable Bank's auditors to complete quarteelgfaudit examinations. The results of each
field audit examination must be in form and substasatisfactory to Bank. Such examinations andaaggds shall be in addition to and shall
in no way limit any other rights to audit and apgeaBank's collateral provided to Bank in this Agrent and in the other Loan Documents.
Borrower shall reimburse Bank immediately upon dedfr all costs and expenses incurred by Banloimmection with such examinations
and appraisals.

ARTICLE V
NEGATIVE COVENANTS

Borrower further covenants that so long as Bankaiemcommitted to extend credit to Borrower pursinemeto, or any liabilities (whether
direct or contingent, liquidated or unliquidated)Bmrrower to Bank under any of the Loan Documeataain outstanding, and until payment
in full of all obligations of Borrower subject heéoe Borrower will not without Bank's prior writtezonsent:

SECTION 5.1 USE OF FUNDS. Use any of the proced@dsp of the Credits except for the purposes statedticle | hereof.

SECTION 5.2 OTHER INDEBTEDNESS. Create, incur, asswr permit to exist any indebtedness or liab#itiesulting from borrowings,
loans or advances, whether secured or unsecurédredar unmatured, liquidated or unliquidatednjar several, except (a) the liabilities of
Borrower to Bank, and (b) any other liabilitiesBdrrower existing as of the date hereof and idextibn Schedule 5.2.
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SECTION 5.3 MERGER, CONSOLIDATION, TRANSFER OF ASBE Merge into or consolidate with any other entityake any
substantial change in the nature of Borrower'srtmssi as conducted as of the date hereof; acquoeslbstantially all of the assets of any
other entity; nor sell, lease, transfer or otheewdspose of all or a substantial or material portif Borrower's assets except in the ordinary
course of its business.

SECTION 5.4 GUARANTIES. Guarantee or become liablany way as surety, endorser (other than as eadof negotiable instruments
deposit or collection in the ordinary course ofibass), accommodation endorser or otherwise forplealge or hypothecate any assets of
Borrower as security for, any liabilities or obligns of any other person or entity, except anthefforegoing in favor of Bank and except for
guaranties of the obligations of Borrower's foreddfiliates not to exceed an aggregate of $150@D0Outstanding at any time.

SECTION 5.5 LOANS, ADVANCES, INVESTMENTS. Make afgans or advances to or investments in any persentdy, except (a) any
of the foregoing existing as of, and disclosed émBprior to, the date hereof, (b) any of the foieg made in the ordinary course of
Borrower's business not to exceed an aggregat®0df,800.00 outstanding at any time, and (c) angstments made with or through Bank,
whether in connection with a Bank deposit accourinoe deposit or any other Bank investment product

SECTION 5.6 DIVIDENDS, DISTRIBUTIONS. Declare oryany dividend or distribution either in cash, $toc any other property on
Borrower's stock now or hereafter outstanding,radeem, retire, repurchase or otherwise acquireshages of any class of Borrower's stock
now or hereafter outstanding.

SECTION 5.7 PLEDGE OF ASSETS. Mortgage, pledgentgoa permit to exist a security interest in, @nliupon, all or any portion of
Borrower's assets now owned or hereafter acquinazkpt (a) any of the foregoing in favor of Bankadrich is existing as of, and disclosec
Bank in writing prior to, the date hereof, (b) lgefor taxes and assessments not yet due, (c) miesharehousemen, carrier, landlord and
other statutory liens which arise in the ordinaoyrse of Borrower's business for amounts not yet ¢hl) liens on equipment leased by
Borrower, and (e) liens in security deposits mad#hée ordinary course of Borrower's business.

SECTION 5.8 CAPITAL EXPENDITURES. Make or incur G Expenditures in excess of $1,000,000.00 in targfve month period.
"Capital Expenditures" shall refer to the aggregaist of all assets which have been (or shall lassified and accounted for as a capital asse
on the Borrower's balance sheet. The limitatiorCapital Expenditures set forth in this Section$h@ll be tested on the last calendar day of
each month, and shall include the twelve monthéngnoh such date, whether or not any portion ohgueriod occurred prior to the Closing
Date.
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ARTICLE VI
EVENTS OF DEFAULT
SECTION 6.1 The occurrence of any of the followstmll constitute an "Event of Default" under thigréement:
(a) Borrower shall fail to pay when due any priratjpnterest, fees or other amounts payable unagoéthe Loan Documents.

(b) Any financial statement or certificate furnishi® Bank in connection with, or any representatowarranty made by Borrower or any
other party under this Agreement or any other LIbanument shall prove to be incorrect, false or esiding in any material respect when
furnished or made.

(c) Any default in the performance of or compliandgéh any obligation, agreement or other provistamtained herein or in any other Loan
Document (other than those referred to in subsestfa) and (b) above), and with respect to any gefwlt which by its nature can be cured,
such default shall continue for a period of ten) (8ys from its occurrence.

(d) Any default in the payment or performance of abligation, or any defined event of default, untte terms of any contract or instrument
(other than any of the Loan Documents) pursuantttich Borrower has incurred any debt or other ligbio any person or entity, including
Bank, except with respect to any of the foregoirgclv is contested by Borrower as permitted herahy, in accordance with the terms of,
Section 4.7 hereof.

(e) Any defined event of default under any of tlomh Documents other than this Agreement.

(f) Any of the following which is not stayed or digarged within thirty

(30) days of its occurrence: the filing of a notadgudgment lien against Borrower; or the recogdaf any abstract of judgment against
Borrower in any county in which Borrower has aremst in real property; or the service of a notitkevy and/or of a writ of attachment or
execution, or other like process, against the asdeBorrower; or the entry of a judgment againstrBwer.

(9) Borrower shall become insolvent, or shall suffeconsent to or apply for the appointment ofeeiver, trustee, custodian or liquidator of
itself or any of its property, or shall generallyl to pay its debts as they become due, or shallena general assignment for the benefit of
creditors; Borrower shall file a voluntary petitionbankruptcy, or seek reorganization, in ordegftect a plan or other arrangement with
creditors or any other relief under the Bankrug®eform Act, Title 11 of the United States Codeaasended or recodified from time to time
("Bankruptcy Code"), or under any state or fedkal granting relief to debtors, whether now or ladter in effect; or any involuntary petitis
or proceeding pursuant to the Bankruptcy Code grodiner applicable state or federal law relatingankruptcy, reorganization or other re
for debtors is filed or commenced against BorroweBorrower shall file an answer admitting thegdiction of the court and the material
allegations of any involuntary petition; or Borravghall be adjudicated a bankrupt, or an orderdbef shall be entered against Borrower by
any court of competent jurisdiction under the Baipkcy Code or
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any other applicable state or federal law relatmgankruptcy, reorganization or other relief febtbrs.

(h) There shall exist or occur any event or conditivhich Bank in good faith believes impairs, osidstantially likely to impair, the prospect
of payment or performance by Borrower of its oligas under any of the Loan Documents.

(i) The dissolution or liquidation of Borrower.

()) Any change in ownership during the term of tAgreement of an aggregate of twenty-five perc684) or more of the common stock of
Borrower in any single transaction or series oates transactions.

SECTION 6.2 REMEDIES. Upon the occurrence of angrif\of Default: (a) all indebtedness of Borrowedemeach of the Loan Documer
any term thereof to the contrary notwithstandifglisat Bank's option and without notice become edrately due and payable without
presentment, demand, protest or notice of dishalloof which are hereby expressly waived by eaohr@wver; (b) the obligation, if any, of
Bank to extend any further credit under any ofltbean Documents shall immediately cease and tereijend (c) Bank shall have all rights,
powers and remedies available under each of the Dm&uments, or accorded by law, including withiauttation the right to resort to any
all security for any of the Credits and to exerasg or all of the rights of a beneficiary or sesmiparty pursuant to applicable law. All rights,
powers and remedies of Bank may be exercised atirmeyby Bank and from time to time after the ocence of an Event of Default, are
cumulative and not exclusive, and shall be in doldito any other rights, powers or remedies pravidg law or equity.

ARTICLE VII
MISCELLANEOUS

SECTION 7.1 NO WAIVER. No delay, failure or discontance of Bank in exercising any right, poweremnedy under any of the Loan
Documents shall affect or operate as a waiver cffi sight, power or remedy; nor shall any singlgartial exercise of any such right, power
or remedy preclude, waive or otherwise affect amgoor further exercise thereof or the exercisargf other right, power or remedy. Any
waiver, permit, consent or approval of any kindBank of any breach of or default under any of tbah. Documents must be in writing and
shall be effective only to the extent set fortlsirch writing.

SECTION 7.2 NOTICES. All notices, requests and deasavhich any party is required or may desire @ g0 any other party under any
provision of this Agreement must be in writing delied to each party at the following address:

BORROWER: MOTORCAR PARTS & ACCESSO RIES, INC.
2929 California Street
Torrance, California 90 503
Attention: Anthony Souza , President
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BANK: WELLS FARGO BANK, NATION AL ASSOCIATION
Loan Adjustment Group
333 South Grand Avenue, Suite 940
Los Angeles, California 90071
Attention: Edith Lim

or to such other address as any party may desipgatgitten notice to all other parties. Each suolice, request and demand shall be de«
given or made as follows: (a) if sent by hand d&lyy upon delivery; (b) if sent by mail, upon treleer of the date of receipt or three (3) days
after deposit in the U.S. mail, first class andtags prepaid; and (c) if sent by telecopy, upoeiggc

SECTION 7.3 COSTS, EXPENSES AND ATTORNEYS' FEEStrBaver shall pay to Bank immediately upon demaredfttl amount of all
payments, advances, charges, costs and experdadirig reasonable attorneys' fees (to includeideitsounsel fees and all allocated cost
Bank's in-house counsel), expended or incurreddnkBn connection with (a) the negotiation and pragion of this Agreement and the other
Loan Documents, Bank's continued administratioedieand thereof, and the preparation of any amentsvand waivers hereto and thereto,
(b) the enforcement of Bank's rights and/or théectibn of any amounts which become due to Banleuady of the Loan Documents, and
(c) the prosecution or defense of any action invaay related to any of the Loan Documents, inclgdirthout limitation, any action for
declaratory relief, whether incurred at the trinhppellate level, in an arbitration proceedingthrerwise, and including any of the foregoing
incurred in connection with any bankruptcy procegdincluding without limitation, any adversary peeding, contested matter or motion
brought by Bank or any other person) relating torBw@er or any other person or entity.

SECTION 7.4 SUCCESSORS, ASSIGNMENT. This Agreenstatl be binding upon and inure to the benefihefteirs, executors,
administrators, legal representatives, successaraissigns of the parties; PROVIDED, HOWEVER, Batrower may not assign or transfer
its interest hereunder without Bank's prior writtemsent. Bank reserves the right to sell, assignsfer, negotiate or grant participations in
all or any part of, or any interest in, Bank's tgyhnd benefits under each of the Loan Documemtsomnection therewith, Bank may disclose
all documents and information which Bank now hamay hereafter acquire relating to any credit exéeinby Bank to Borrower, Borrower
its business, or any collateral required hereurRQVIDED, that Bank shall obtain a written confitielity agreement including standard
terms and conditions in connection with any sudeldsure of material, non-public information refgtito Borrower.

SECTION 7.5 ENTIRE AGREEMENT; AMENDMENT. This Agreeent and the other Loan Documents constitute thieeeagreement
between Borrower and Bank with respect to the @sextid supersede all prior negotiations, commuioitcsit discussions and correspondence
concerning the subject matter hereof. This Agreemmy be amended or modified only in writing sigiigdeach party hereto.

SECTION 7.6 NO THIRD PARTY BENEFICIARIES. This Agrment is made and entered into for the sole pioteand benefit of the
parties hereto and their respective permitted ssme and assigns, and no other person or enétytsha third party beneficiary of, or have
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any direct or indirect cause of action or claintamnection with, this Agreement or any other ofltban Documents to which it is not a pa
SECTION 7.7 TIME. Time is of the essence of eadth ewvery provision of this Agreement and each otli¢ghe Loan Documents.

SECTION 7.8 SEVERABILITY OF PROVISIONS. If any prigion of this Agreement shall be prohibited by moralid under applicable law,
such provision shall be ineffective only to theamttof such prohibition or invalidity without invdating the remainder of such provision or
any remaining provisions of this Agreement.

SECTION 7.9 COUNTERPARTS. This Agreement may becatexl in any number of counterparts, each of whithn executed and
delivered shall be deemed to be an original, ahof avhich when taken together shall constitute and the same Agreement.

SECTION 7.10 GOVERNING LAW. This Agreement shalldi@verned by and construed in accordance withaive bf the State of
California.

SECTION 7.11 ARBITRATION.

() ARBITRATION. Upon the demand of any party, digpute shall be resolved by binding arbitratiorcépt as set forth in (e) below) in
accordance with the terms of this Agreement. A pDis" shall mean any action, dispute, claim or v@rsy of any kind, whether in contr
or tort, statutory or common law, legal or equigalilow existing or hereafter arising under or inreection with, or in any way pertaining to,
any of the Loan Documents, or any past, presefittore extensions of credit and other activitiesnsactions or obligations of any kind
related directly or indirectly to any of the Loamd&iments, including without limitation, any of tferegoing arising in connection with the
exercise of any selielp, ancillary or other remedies pursuant to a@h® Loan Documents. Any party may by summary peglings bring a
action in court to compel arbitration of a Dispuady party who fails or refuses to submit to ardgiton following a lawful demand by any
other party shall bear all costs and expensesri@duny such other party in compelling arbitratidrany Dispute.

(b) GOVERNING RULES. Arbitration proceedings sHadl administered by the American Arbitration Asstioia("AAA™) or such other
administrator as the parties shall mutually agenun accordance with the AAA Commercial ArbiteatiRules. All Disputes submitted to
arbitration shall be resolved in accordance withFlederal Arbitration Act (Title 9 of the UnitedaBs Code), notwithstanding any conflicting
choice of law provision in any of the Loan Docungefithe arbitration shall be conducted at a locatioBalifornia selected by the AAA or
other administrator. If there is any inconsisteheyween the terms hereof and any such rules, tims t@nd procedures set forth herein shall
control. All statutes of limitation applicable tayaDispute shall apply to any arbitration procegdifll discovery activities shall be expressly
limited to matters directly relevant to the Dispbting arbitrated. Judgment upon any award rendarad arbitration may be entered in any
court having jurisdiction; provided however, thathing contained herein shall be deemed to be wanvay any party that is a bank of the
protections afforded to it under 12 U.S.C. ss.9aror similar applicable state law.
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(c) NO WAIVER; PROVISIONAL REMEDIES, SELHELP AND FORECLOSURE. No provision hereof shallilitine right of any party t
exercise self-help remedies such as setoff, fosecagainst or sale of any real or personal ptppeilateral or security, or to obtain
provisional or ancillary remedies, including withdimitation injunctive relief, sequestration, attement, garnishment or the appointment of a
receiver, from a court of competent jurisdictioridse, after or during the pendency of any arbitnatdr other proceeding. The exercise of any
such remedy shall not waive the right of any p&stgompel arbitration or reference hereunder.

(d) ARBITRATOR QUALIFICATIONS AND POWERS; AWARDS. fitrators must be active members of the CalifoStizte Bar or retire
judges of the state or federal judiciary of Califia; with expertise in the substantive laws applieao the subject matter of the Dispt
Arbitrators are empowered to resolve Disputes byraary rulings in response to motions filed priothe final arbitration hearing.
Arbitrators (i) shall resolve all Disputes in acdance with the substantive law of the state off@alia, (i) may grant any remedy or relief
that a court of the state of California could ordegrant within the scope hereof and such angillalief as is necessary to make effective any
award, and (iii) shall have the power to award vecy of all costs and fees, to impose sanctionstamake such other actions as they deem
necessary to the same extent a judge could purtu#ime Federal Rules of Civil Procedure, the ©atifa Rules of Civil Procedure or other
applicable law. Any Dispute in which the amountantroversy is $5,000,000 or less shall be decigea single arbitrator who shall not
render an award of greater than $5,000,000 (inctydamages, costs, fees and expenses). By submissicsingle arbitrator, each party
expressly waives any right or claim to recover ntben $5,000,000. Any Dispute in which the amouartantroversy exceeds $5,000,000
shall be decided by majority vote of a panel oé¢harbitrators; PROVIDED, HOWEVER, that all threbiiators must actively participate in
all hearings and deliberations.

(e) JUDICIAL REVIEW. Notwithstanding anything henetio the contrary, in any arbitration in which #maount in controversy exceeds
$25,000,000, the arbitrators shall be required aierspecific, written findings of fact and conchrss of law. In such arbitrations (i) the
arbitrators shall not have the power to make angrdwvhich is not supported by substantial evidesoghich is based on legal error, (ii) an
award shall not be binding upon the parties urtlessindings of fact are supported by substantralence and the conclusions of law are not
erroneous under the substantive law of the statabfornia, and (iii) the parties shall have irdébn to the grounds referred to in the Fed
Arbitration Act for vacating, modifying or correnti an award the right to judicial review of (A) vther the findings of fact rendered by the
arbitrators are supported by substantial evideswoe ,(B) whether the conclusions of law are errosamder the substantive law of the stat
California. Judgment confirming an award in sugit@ceeding may be entered only if a court determihe award is supported by substa
evidence and not based on legal error under thetauiive law of the state of California.

(f) REAL PROPERTY COLLATERAL; JUDICIAL REFERENCE. ttwithstanding anything herein to the contrary Dispute shall be
submitted to arbitration if the Dispute concerrdebtedness secured directly or indirectly, in whwlén part, by any real property unless (i)
the holder of the mortgage, lien or security intéspecifically elects in writing to proceed wittetarbitration, or (ii) all parties to the
arbitration waive any rights or benefits that mightrue to them by virtue of the single action sibtute of California, thereby agreeing that
all indebtedness and obligations
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of the parties, and all mortgages, liens and sBcimtierests securing such indebtedness and olaigatshall remain fully valid and
enforceable. If any such Dispute is not submittedrbitration, the Dispute shall be referred teferee in accordance with California Code of
Civil Procedure Section 638 et seq., and this g@meference agreement is intended to be spedyfieaforceable in accordance with said
Section 638. A referee with the qualifications rieg herein for arbitrators shall be selected pamsto the AAA's selection procedures.
Judgment upon the decision rendered by a refeaelshentered in the court in which such procegditas commenced in accordance with
California Code of Civil Procedure Sections 644 &48.

(g) MISCELLANEOUS. To the maximum extent practicalthe AAA, the arbitrators and the parties staMetall action required to conclude
any arbitration proceeding within 180 days of tiiad of the Dispute with the AAA. No arbitrator other party to an arbitration proceeding
may disclose the existence, content or resultetigexcept for disclosures of information by atpaequired in the ordinary course of its
business, by applicable law or regulation, or ®éRtent necessary to exercise any judicial revights set forth herein. If more than one
agreement for arbitration by or between the pagientially applies to a Dispute, the arbitratpovision most directly related to the Loan
Documents or the subject matter of the Disputel sloaltrol. This arbitration provision shall survitermination, amendment or expiration of
any of the Loan Documents or any relationship betwtbe parties.

SECTION 7.12 GENERAL RELEASE. In consideration loé toenefits provided to Borrower under the terns@ovisions hereof, Borrower
hereby agrees as follows ("General Release"):

(a) Borrower, for itself and on behalf of its sussers and assigns, does hereby release, acqditrandr discharge Bank, all of Bank's
predecessors in interest, and all of Bank's paspassent officers, directors, attorneys, affikatemployees and agents, of and from any and
all claims, demands, obligations, liabilities, ibtledness, breaches of contract, breaches of dutfyasty relationship, acts, omissions,
misfeasance, malfeasance, causes of action, defeffsets, debts, sums of money, accounts, corafienscontracts, controversies,
promises, damages, costs, losses and expensegrpftype, kind, nature, description or charaatgrether known or unknown, suspected or
unsuspected, liquidated or unliquidated, each @sgi fully set forth herein at length (each, a #skd Claim" and collectively, the
"Released Claims"), that Borrower has as of thediffe Date of this Amendment (hereafter, the "BedeDate"), including without

limitation, those Released Claims in any way agsnt of, connected with or related to any angbatir credit accommodations, if any,
provided by Bank, or any of Bank's predecessoistarest, to Borrower, and any agreements, note@onments of any kind related thereto
or the transactions contemplated thereby or hei@bgmny other agreement or document referred teimer therein.

(b) Borrower hereby acknowledges, represents amchwtz to Bank as follows:
(i) Borrower understands the meaning and effe@aaftion 1542 of the California Civil Code which pides:

"Section 1542. GENERAL RELEASE; EXTENT. A GENERAL RELEASE DOES NOT
EXTEND TO CLAIMS WHICH THE
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CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIBAVVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN BY HIM MUST HAVE MATERIALLY AFFECTED HIS SETTLEMENT WITH THE DEBTOR."

(i) With regard to Section 1542 of the Califor@avil Code, Borrower agrees to assume the riskngfand all unknown, unanticipated or
misunderstood defenses and Released Claims wieafel@ased by the provisions of this General Rel@atavor of Bank, and Borrower
hereby waives and releases all rights and benefiish it might otherwise have under Section 154hefCalifornia Civil Code with regard
the release of such unknown, unanticipated or ndistgtood defenses and Released Claims.

(c) Each person signing below on behalf of Borroagknowledges that he or she has read each ofdhisions of this General Release. E
such person fully understands that this Generadddel has important legal consequences and eacpetscn realizes that they are releasing
any and all Released Claims that Borrower may laavef the Release Date. Borrower hereby acknowtettge: it has had an opportunity to
obtain a lawyer's advice concerning the legal cgusaces of each of the provisions of this Geneelddse.

(d) Borrower hereby specifically acknowledges agrkas that: (i) none of the provisions of this GahRelease shall be construed as or
constitute an admission of any liability on thetgdrBank; (ii) the provisions of this General Rade shall constitute an absolute bar to any
Released Claim of any kind, whether any such Retk&3aim is based on contract, tort, warranty, akistor any other theory, whether legal,
statutory or equitable; and (iii) any attempt teeas a Released Claim barred by the provisionkisfGeneral Release shall subject Borrower
to the provisions of applicable law setting foittle remedies for the bringing of groundless, frivslor baseless claims or causes of action.

IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed as of the day andfiystwritten above.

MOTORCAR PARTS & ACCESSORIES, WELLS FARGO BANK, NATIONAL
INC., a New York corporation ASSOCI ATION
By: By:
Anthony P. Souza Edi th R. Lim
Chief Executive Officer and President Vic e President
By:

Charles W. Yeagley
Chief Financial Officer
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Exhibit 10.33
TERM NOTE
$9,000,000.00 Los Angeles, California May 31, 2001

FOR VALUE RECEIVED, the undersigned MOTORCAR PARZACCESSORIES, INC., a New York corporation ("Bomrer"), promises
to pay to the order of WELLS FARGO BANK, NATIONAL2SOCIATION ("Bank") at its office at 333 South GdaAvenue, Suite 940,
Los Angeles, California, or at such other plac¢hasholder hereof may designate, in lawful monethefUnited States of America and in
immediately available funds, the principal sum aiéMillion Dollars and No/100 ($9,000,000.00), inhterest thereon as set forth herein.

INTEREST:

(a) INTEREST. The outstanding principal balancéhif Note shall bear interest (computed on thesbafsa 360-day year, actual days
elapsed) at the rate set forth in that certain B@@mmended and Restated Credit Agreement datetiMay31, 2001 (as amended from time
to time, the "Credit Agreement’) between Borrowsd 8ank.

(b) PAYMENT OF INTEREST. Interest accrued on thist&lshall be payable on the first business dayofienonth, commencing July 1,
2001.

(c) DEFAULT INTEREST. From and after the maturitgte of this Note, or such earlier date as all ppalcowing hereunder becomes due
and payable by acceleration or otherwise, the aodihg principal balance of this Note shall begerest until paid in full at an increased rate
per annum (computed on the basis of a 360-day gearal days elapsed) equal to four percent (4%Yyakhe rate of interest from time to
time applicable to this Note.

REPAYMENT AND PREPAYMENT:

(a) REPAYMENT. Borrower shall pay the outstandinmmpgipal balance of this Note at the times setifantthe Credit Agreement. On April
30, 2002, Borrower shall pay all remaining unpaidgipal and all accrued and unpaid interest.

(b) MANDATORY PREPAYMENTS. Under certain circumstas, Borrower is required to make a mandatory yrepat under this Note.
Reference is made to the Credit Agreement (as elétielow) for a complete statement of Borrowerlgations to make prepayments
hereunder.

(c) APPLICATION OF PAYMENTS. Each payment made bis tNote shall be credited first, to any interéstrt due and second, to the
outstanding principal balance hereof.

(d) PREPAYMENT. Borrower may prepay principal ofsthlote at any time, in any amount and without ftgna
EVENTS OF DEFAULT:

This Note is made pursuant to and is subject tadafmas and conditions of the Credit Agreement. Aafault in the payment or performance
of any obligation under this Note, or any definedm of default under the Credit Agreement, shatistitute an "Event of Default" under this
Note.



MISCELLANEOUS:

(a) REMEDIES. Upon the occurrence of any Event efddlt, the holder of this Note, at the holder'samp may declare all sums of principal
and interest outstanding hereunder to be immeglidigt and payable without presentment, demand;enofinonperformance, notice of
protest, protest or notice of dishonor, all of whare expressly waived by Borrower. Borrower spayl to the holder immediately upon
demand the full amount of all payments, advandegges, costs and expenses, including reasonabtaets' fees (to include outside cout
fees and all allocated costs of the holder's insharounsel), expended or incurred by the holdeoimection with the enforcement of the
holder's rights and/or the collection of any amswahich become due to the holder under this Naote the prosecution or defense of any
action in any way related to this Note, includinghout limitation, any action for declaratory rdlishether incurred at the trial or appellate
level, in an arbitration proceeding or otherwise] ancluding any of the foregoing incurred in coctien with any bankruptcy proceeding
(including without limitation, any adversary prodagg, contested matter or motion brought by Ban&ror other person) relating to Borrower
or any other person or entity.

(b) OBLIGATIONS JOINT AND SEVERAL. Should more thame person or entity sign this Note as a Borrother obligations of each su
Borrower shall be joint and several.

(c) GOVERNING LAW. This Note shall be governed mdaconstrued in accordance with the laws of theeSiACalifornia.
IN WITNESS WHEREOF, the undersigned has executisd\thte as of the date first written above.

MOTORCAR PARTS & ACCESSORIES, INC.
By:
Name: Anthony P. Souza Title: President and Chiefditive Officer

By:
Name: Charles W. Yeagley Title: Chief Financial i€df



Exhibit 10.34
REVOLVING LINE OF CREDIT NOTE
$24,750,000.00 Los Angeles, California May 31, 2001

FOR VALUE RECEIVED, the undersigned MOTORCAR PAREZRACCESSORIES, INC., a New York corporation ("Bower") promises
to pay to the order of WELLS FARGO BANK, NATIONAL2SOCIATION ("Bank") at its office at 333 South GdaAvenue, Suite 940,
Los Angeles, California, or at such other plac¢hasholder hereof may designate, in lawful monethefUnited States of America and in
immediately available funds, the principal sum @féhty-Four Million Seven Hundred Fifty Dollars ($280,000.00), or so much thereof as
may be advanced and be outstanding, with intelheseon, to be computed on each advance from teeodiéts disbursement as set forth
herein.

INTEREST:

(a) INTEREST. The outstanding principal balancéhig Note shall bear interest (computed on theshaisa 360-day year, actual days
elapsed) at the rate set forth in that certain S&@mmended and Restated Credit Agreement datetiMay31, 2001 (as amended from time
to time, the "Credit Agreement’) between Borrowsd 8ank.

(b) PAYMENT OF INTEREST. Interest accrued on thistélshall be payable on the first day of each mamdhmmencing July 1, 2001.

(c) DEFAULT INTEREST. From and after the maturitgte of this Note, or such earlier date as all pp@lcowing hereunder becomes due
and payable by acceleration or otherwise, the andéhg principal balance of this Note shall begerest until paid in full at an increased rate
per annum (computed on the basis of a 360-day gearal days elapsed) equal to four percent (4%Yyakhe rate of interest from time to
time applicable to this Note.

BORROWING AND REPAYMENT:

(a) BORROWING AND REPAYMENT. Borrower may from tinte time during the term of this Note borrow, paifti or wholly repay its
outstanding borrowings, and reborrow, subject tofahe limitations, terms and conditions of thiste and of any document executed in
connection with or governing this Note; PROVIDEDOWEVER, that the total outstanding borrowings urtties Note shall not at any time
exceed the principal amount stated above. The dnpaicipal balance of this obligation at any tistall be the total amounts advanced
hereunder by the holder hereof less the amountinéipal payments made hereon by or for Borrowdriclv balance may be endorsed hereon
from time to time by the holder. The outstandinip@ipal balance of this Note shall be due and pkeyebfull on April 30, 2002.

(b) ADVANCES. Advances hereunder, to the total antaf the principal sum stated above, may be madéd holder at the oral or written
request of (i) Anthony Souza or Charles Yeagley, @me acting alone, who are authorized to requisireces and direct the disposition of
any advances until written notice of the revocatiésuch



authority is received by the holder at the offiesidnated above, or (ii) any person, with respeeiivances deposited to the credit of any
account of Borrower with the holder, which advanedsen so deposited, shall be conclusively presutmédve been made to or for the
benefit of Borrower regardless of the fact thatspas other than those authorized to request adsanag have authority to draw against such
account. The holder shall have no obligation t@deine whether any person requesting an advararehias been authorized by Borrower.

(c) APPLICATION OF PAYMENTS. Each payment made bis tNote shall be credited first, to any interégint due and second, to the
outstanding principal balance hereof.

EVENTS OF DEFAULT:

This Note is made pursuant to and is subject taafmas and conditions of the Credit Agreement. Aafault in the payment or performance
of any obligation under this Note, or any definedm of default under the Credit Agreement, shatistitute an "Event of Default" under this
Note.

MISCELLANEOUS:

(a) REMEDIES. Upon the occurrence of any Event efddlt, the holder of this Note, at the holder's@mp may declare all sums of principal
and interest outstanding hereunder to be immeglidigt and payable without presentment, demand;enofinonperformance, notice of
protest, protest or notice of dishonor, all of whare expressly waived by Borrower, and the ohibigatf any, of the holder to extend any
further credit hereunder shall immediately ceasktarminate. Borrower shall pay to the holder imiatsly upon demand the full amount of
all payments, advances, charges, costs and expémdading reasonable attorneys' fees (to incloatiside counsel fees and all allocated ¢
of the holder's in-house counsel), expended oriedby the holder in connection with the enforcatred the holder's rights and/or the
collection of any amounts which become due to tiiddr under this Note, and the prosecution or defarf any action in any way related to
this Note, including without limitation, any actidor declaratory relief, whether incurred at thaltor appellate level, in an arbitration
proceeding or otherwise, and including any of thredoing incurred in connection with any bankrugtegceeding (including without
limitation, any adversary proceeding, contestedenatr motion brought by Bank or any other pergeigting to Borrower or any other
person or entity.

(b) OBLIGATIONS JOINT AND SEVERAL. Should more thame person or entity sign this Note as a Borrother obligations of each su
Borrower shall be joint and several.

(c) GOVERNING LAW. This Note shall be governed mdaconstrued in accordance with the laws of th&eeSiACalifornia.

(d) SUPERSEDED NOTE. This Note replaces and sugessi its entirety that certain Revolving LineGredit Note executed by Borrower
in favor of Bank dated March __, 2001 in the oraiprincipal amount of $33,750,000.(



IN WITNESS WHEREOF, the undersigned has executisd\thte as of the date first written above.

MOTORCAR PARTS & ACCESSORIES, INC.

By:
Anthony P. Souza
President and Chief Executive Officer

By:
Charles W. Yeagley
Chief Financial Officel



Exhibit 10.35 Memorandum

To: Steven Kratz

CC: Richard Marks
Selwyn Jaffe

From: Anthony Souza
Date: 02/23/00

Re:  Employment Contract

The following is an Outline of the Terms of an Emghent Contract which | am Offering on behalf of MB You as Senior Vice President
Of Operations.

1) Guaranteed Salary Of $250000.00

2) A Bonus Program which pays Additional Salaryp@x. $50000.00 to $100000.00) The Terms of whiehta be mutually Agreed upon
MPA and Yourself.

3) One (1) Year Severance Agreement which Guarai#8@0000.00 to be paid within 60 days of Termomatduring the Term of the
Employment Contract.(The terms of which are to ralljuagreed upon by MPA and Yourself.)

4) Three (3) Weeks Vacation Annually
5) Existing PPO or Comparable Health Plan

6) Existing Stock Options (aprox. 63000) To be hegd or New Options issued at a value to be aguped by both MPA and yourself and at
a time which is mutually agreeable to both parties.

7) Exclusive use of Your existing Company Car aras Gredit Card or Car Allowance of Equal value.

8) A Signing Bonus (Payable by April 15the 2000pimAmount Equal to the total Amount of Funds rerimgj in Your Deferred
Compensation Plan including all Previous PenaRiaisl, Company Matching Funds and any Future Pesaliir all funds remaining in your
Deferred Compensation Plan Equal to previous FesdMaid, Company Matching Funds and any Futuralfesn

9) Indemnification Specified in the Employment Gaut which Explicitly Reaffirms Your Indemnificaticdby MPA and provides for certain
Specific Indemnity as agreed by You.

10) The Option on Your part to Unilaterally Termi@ghe Contract with 60 days Written Notice or Rentamployed with the Contract in F
Force and Effect until the End of the Term of tren€act.

11) The Term of the Contract Shall be Three (3) yea

Accepted By: AntBamza CEO

Accepted By: Btz SVP Op:




Exhibit 10.36
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT dated as of June 26, 208@ntered into by and between MOTORCAR PARTS &ESSORIES,
INC., a New York corporation currently having ardeeks at 2727 Maricopa Street, Torrance, Califd®@0&B03 (the "COMPANY"), and
CHARLES W. YEAGLEY, an individual residing at 14Q&auner Drive, La Habra, California 90531("EMPLOYBE"

WITNESSETH:

WHEREAS, the Company desires to employ Employatsashief Financial Officer and Employee desirebéoemployed by the Company
all upon the terms and subject to the conditiongaaed herein.

NOW, THEREFORE, in consideration of the mutual cougs and agreements contained herein, and otbdragal valuable consideratic
the receipt and sufficiency of which are herebyraeiledged, the parties agree as follows:

1. EMPLOYMENT. Subject to and upon the terms anglditions contained in this Agreement, the Compagnghy agrees to employ
Employee and Employee agrees to enter the emplthed€ompany, for the period set forth in Paragraplereof, to render the services to
Company, its affiliates and/or subsidiaries desatilm Paragraph 3 hereof.

2. TERM. Employee's term of employment under thige®ement shall commence on the date hereof (theM@ENCEMENT DATE") and
shall continue for a period through and includinecBmber 1, 2001,(the "EMPLOYMENT TERM") unless exted in writing by both parties
or earlier terminated pursuant to the terms andlitions set forth herein; provided that this Agresrshall be automatically renewed for
successive one-year Employment Terms unless gfthg€ompany or Employee elects not to so renewdwyiging written notice of such
election to the other party within ninety (90) dgy®r to the end of the then-current EmploymentnT.e

3. DUTIES.

(a) Employee shall be employed as the Company'sf Eimancial Officer and shall report to the Presidand Chief Executive Officer. It is
agreed that Employee shall perform his serviceserniCompany's Torrance, California facilities, oy ather facilities mutually agreeable to
the parties.

(b) Employee agrees to abide by all By-laws andiegiple policies of the Company promulgated fromdito time by the Board of Directors
of the Company and the direction of the Presidadt@hief Executive Officer.

4. EXCLUSIVE SERVICES AND BEST EFFORTS. Employealsidevote all of his working time, attention, befforts and ability to the
service of the Company, its affiliates and subsidg&aduring the term of this Agreement.

5. COMPENSATION. As compensation for his serviced aovenants hereunder, the Company shall pay Bmeglthe following:

(a) BASE SALARY. The Company shall pay Employeeaadsalary ("Salary") of One Hundred Seventy-FiweuBand Dollars ($175,000)
per year.

(b) STOCK OPTIONS. As additional considerationtloe services to be performed by Employee hereutiteiCompany agrees, not later
than June 26, 2000, to grant Employee an optiguutohase, for a period of ten years from such diatgant, TwentyFive Thousand (25,00
shares of the Company's common stock, par valdeg0share (the "Common Stock"), pursuant toehmg¢ of the Company's 1994 Stock
Option Plan, as amended to date (the "Plan"), agdelated stock option agreement(s) required texseuted in connection therewith. Such
option shall become exercisable on the date oftgvih respect to one-half of such shares of Com@&tmetk and on the first anniversary
thereof with respect to the remaining such shares.exercise price shall be $0.931 per share.

(c) BONUS. Employee shall be paid an incentive lsofiBonus") equal to one percent (1%) of the preitaome (without giving effect to
any tax on such income, whether actual or offsdbby carry overs) earned by the Company in eaclalfyear of the term of this Agreement,
provided that no Bonus shall be payable for any sig@r unless and until the amount of suchtpreincome in such year shall be at least
Million Dollars ($2,000,000), without carry overwofn year to year. There shall be no minimum Bonysple pursuant hereto and the
maximum shall be Fifty Thousand Dollars ($50,000)e foregoing Bonus shall be paid by the Compankiwihirty (30) days after
completion of the audited financial results of @empany for the applicable fiscal year, which Boshall be prorated (as reasonably
determined by the Board of Directors) for any @dntear service by the Employee.

6. BUSINESS EXPENSES. Employee shall be reimbufsednd entitled to advances (subject to repayrteetite Company if not actually
incurred by Employee) with respect to, only thoasibess expenses incurred by him which are reakoaal necessary for Employee to
perform his duties under this Agreement in accocdamith policies established from time to time bg Company. All expenditures in excess
of Five Hundred Dollars ($500.00) must be approvgethe President of the Company prior to being firexlt



7. EMPLOYEE BENEFITS.

(a) Employee shall be entitled to three (3) weekid pacation each year during the Employment Tdrsueh times as do not, in the opinion
of the President and Chief Executive Officer, ifeer with Employee's performance of his duties heder.

(b) Employee shall receive as an allowance for gadnsurance during the term of this Agreementstin@ of Two Thousand Eighty-Three
Dollars ($2,083.00) per month. The Company may hdtti from any benefits payable to Employee all faflestate, local and other taxes and
amounts as shall be permitted or required pursiadatv, rule or regulation. All of the benefitswiich Employee may be entitled may be
changed from time to time or withdrawn at any timéhe sole discretion of the Company.

(c) During the Employment Term the Company shailvjite to executive an automobile allowance in tim@ant of Five Hundred Dollars
($500) per month, payable monthly.

8. DEATH AND DISABILITY.

(&) The Employment Term shall terminate on the datemployee's death, in which event Employee'susat Salary and Bonus, reimburs:
expenses and benefits, including accrued but unueseation time owing to Employee through the ddtEraployee's death shall be paid to
estate. Employee's estate will not be entitlechip@her compensation upon termination of this Agnent pursuant to this Paragraph 8(a).

(b) If, during the Employment Term, in the opinioha duly licensed physician selected by Employeraasonably acceptable to the
Company, Employee, because of physical or memt&isis or incapacity, shall become substantiallyplento perform the duties and services
required of him under this Agreement for a peribthoee (3) consecutive months the Company mayn @ideast ten (10) days' prior written
notice given at any time after the expiration aftsthree-month period to Employee of its intentiomlo so, terminate this Agreement as of
such date as may be set forth in the notice. la oasuch termination, Employee shall be entittedeceive his accrued Salary and Bonus, if
any, reimbursable expenses and benefits owing fol@me through the date of termination. Employelé vat be entitled to any other
compensation upon termination of this Agreemensypat to this Paragraph 8(b).

9. TERMINATION FOR CAUSE.

(a) The Company may terminate the employment of IByee for Cause (as hereinafter defined) withoidgrprotice. Employee may termin;
his employment at any time for any reason upory$s®) days' written notice. Upon any such ternioratthe Company shall be released
from any and all further obligations under this Agment except that the Company shall be obligateay Employee his Salary,
reimbursable expenses and benefits owing to Emplty®ugh the day on which Employee is terminaiadployee will not be entitled to a
other compensation upon termination of this Agresnparrsuant to this Paragraph 9(a).

(b) As used herein, the term "CAUSE" shall meanth@ willful failure of Employee to perform his tiles pursuant to Paragraph 3 hereof,
which failure is not cured by Employee within td®) days following notice thereof from the Compafiy;any other material breach of this
Agreement by Employee, including any of the mateapresentations or warranties made by Employee;

(iii) any act, or failure to act, by Employee indofaith or to the detriment of the Company; (iv¢ tommission by Employee of an act
involving moral turpitude, dishonesty, theft, urietth business conduct, or any other conduct whighificantly impairs the reputation of, or
harms, the Company, its subsidiaries or affiliafgsany misrepresentation, concealment or omissjoEmployee of any material fact in
seeking employment hereunder; or (vi) any otheuoence or circumstance generally recognized as&aior employment termination unc
applicable law.

10. DISCLOSURE OF INFORMATION AND RESTRICTIVE COVEMNT. Employee acknowledges that, by his employmeethas been
and will be in a confidential relationship with tB®mpany and will have access to confidential imfation and trade secrets of the Company,
its subsidiaries and affiliates. Confidential infation and trade secrets include, but are notdinio, customer, supplier and client lists, price
lists, marketing, distribution and sales strategied procedures, operational and equipment techgjdwsiness plans and systems, quality
control procedures and systems, special projectdearinological research, including projects, redeand reports for any entity or client or
any project, research, report or the like concerismles or manufacturing or new technology, empmampensation plans and any other
information relating thereto, and any other recofitss, drawings, inventions, discoveries, apglmas, processes, data and information
concerning the business of the Company which arértbe public domain. Employee agrees that insagration of the execution of this
Agreement by the Company, except in any way wiipeet to foreign affiliates of the Company as &f date hereof:

(a) Employee will not, during the term of this Agreent or at any time thereafter, use, or disclosmy third party, trade secrets or
confidential information of the Company, includidmt not limited to, confidential information oatte secrets belonging or relating to the
Company, its subsidiaries, affiliates, customer$ @ients or proprietary processes or proceduréseoCompany, its subsidiaries, affiliates,
customers and clients. Proprietary processes ammgures shall include, but shall not be limitedatbinformation which is known or
intended to be known only to employees of the Camipiis respective subsidiaries and affiliatesthiecs in a confidential relationship with
the Company or its respective subsidiaries antiaéfs which relates to business matters.

(b) Employee will not, during the term of this Agraent, directly or indirectly, under any circumstamther than at the direction and for the
benefit of the Company, engage in or participatany business activity, including, but not limitieq acting as a director, franchisor or
franchisee, proprietor, syndicate member, sharehadcreditor or with a person having any othétrenship with any other busine:



company, firm occupation or business activity, iy geographic area within the United States thatiiectly or indirectly, competitive with
any business completed by the Company or any stiltsidiaries or affiliates during the term of tAigreement or thereafter. Should
Employee own 5% or less of the issued and outstgrehiares of a class of securities of a corpordtiersecurities of which are traded on a
national securities exchange or in the overdbenter market, such ownership shall not cause &yeplto be deemed a shareholder unde
Paragraph 10(b).

(c) Employee will not, during the term of this Agraent and for a period of two (2) years thereafterhis behalf or on behalf of any other
business enterprise, directly or indirectly, unaley circumstance other than at the direction anthi® benefit of the Company, solicit or
induce any creditor, customer, supplier, officenpéoyee or agent of the Company or any of its slibses or affiliates to sever its
relationship with or leave the employ of any ofsentities.

(d) This Paragraph 10 and Paragraphs 11, 12 aher&®f shall survive the expiration or terminatadrihis Agreement for any reason.

(e) Itis expressly agreed by Employee that thaneadind scope of each of the provisions set fdsttva in this Paragraph 10 are reasonable
and necessary. If, for any reason, any aspeceddllove provisions as it applies to Employee ierd@hed by a court of competent
jurisdiction to be unreasonable or unenforceabile provisions shall only be modified to the minimartent required to make the provisic
reasonable and/or enforceable, as the case m&ni@oyee acknowledges and agrees that his seaieasf a unique character and expre
grants to the Company or any subsidiary, successassignee of the Company, the right to enforegtiovisions above through the use o
remedies available at law or in equity, includibgt not limited to, injunctive relief.

11. COMPANY PROPERTY.

(a) Any patents, inventions, discoveries, appl@aior processes, designs, devised, planned, dppteated, discovered or invented by
Employee in the course of Employee's employmeneutids Agreement and which pertain to any aspkttteoCompany's or its respective
subsidiaries' or affiliates' business shall besttie and absolute property of the Company, and &yepl shall make prompt report thereof to
the Company and promptly execute any and all dootsreasonably requested to assure the Compairfylita@d complete ownership
thereof.

(b) All records, files, lists, including computegnierated lists, drawings, documents, equipmensanitar items relating to the Company's
business which Employee shall prepare or recetwa the Company shall remain the Company's soleaaddisive property. Upon
termination of this Agreement, Employee shall prtgngeturn to the Company all property of the Comp@n his possession. Employee
further represents that he will not copy or caaskeed copied, print out or cause to be printed aytsoftware, documents or other materials
originating with or belonging to the Company. Enyde additionally represents that upon terminationi®employment with the Company,
he will not retain in his possession any such safewdocuments or other materials.

12. REMEDY. It is mutually understood and agreeat tBmployee's services are special, unique, unusxahordinary and of an intellectual
character giving them a peculiar value, the losstith cannot be reasonably or adequately compesh@atdamages in an action at law.
Accordingly, in the event of any breach of this égment by Employee, including, but not limitedthe breach of the non-disclosure, non-
solicitation and non-compete clauses under Parhdr@mereof, the Company shall be entitled to eflgtrelief by way of injunction or
otherwise in addition to damages the Company magniiled to recover. In addition, the Company kbalentitled to reimbursement from
Employee, upon request, of any and all reasondtidenays7 fees and expenses incurred by it in eimfgrany term or provision of this
Agreement.

13. REPRESENTATIONS AND WARRANTIES OF EMPLOYEES.

(@) In order to induce the Company to enter inte &greement, Employee hereby represents and wartathe Company as follows: (i)
Employee has the legal capacity and unrestrictgtt to execute and deliver this Agreement and téopa all of his obligations hereunder;
(i) the execution and delivery of this AgreemeptEmployee and the performance of his obligaticeretinder will not violate or be in
conflict with any fiduciary or other duty, instrumte agreement, document., arrangement or othersiasheling to which Employee is a party
or by which he is or may be bound or subject; and

(iii) Employee is not a party to any instrumentresgnent, document, arrangement or other understgmdth any person (other than the
Company) requiring or restricting the use or disale of any confidential information or the prowisiof any employment, consulting or otl
services, except one confidentiality agreementlated to the Company's industry and having noiaahip or impact of any kind
whatsoever with respect to this Agreement andréngstaictions contemplated hereby.

(b) Employee hereby agrees to indemnify and hofdhless the Company from and against any and aelscosts, damages and expenses
(including, without limitation, its reasonable atieys' fees) incurred or suffered by the Compasyltig from any breach by Employee of
any of his representations or warranties set fiortParagraph 13(a) hereof.

14. NOTICES. All notices given hereunder shallbeaviiting and shall be deemed effectively given wineailed, if sent by registered or
certified mail, return receipt requested, addressdtimployee at his address set forth on the fiiagie of this Agreement and to the Company
at its address set forth on the first page of Agjeeement.

15. ENTIRE AGREEMENT. This Agreement constitutes #éntire understanding of the parties with resfeits subject matter and |



change, alteration or modification hereof may belenaxcept in writing signed by the parties hertoy prior or other agreements, promises,
negotiations or representations not expresslystt in this Agreement are of no force or effect.

16. SEVERABILITY. If any provision of this Agreemeshall be unenforceable under any applicable then notwithstanding such
unenforceability, the remainder of this Agreemdraliscontinue in full force and effect.

17. WAIVERS, MODIFICATIONS, ETC. No amendment, mficktion or waiver of any provision of this Agreenteshall be effective unless
the same shall be in writing and signed by eadh@parties hereto, and then such waiver or corsteit be effective only in the specific
instance and for the specific purpose for whictegiv

18. INDEMNIFICATION. Company shall indemnify Empleg against any and all claims of third partiesgisut of the lawful and
authorized performance of this duties pursuarhi®Agreement by Employee.

19. ASSIGNMENT. Neither this Agreement nor any ofiffoyee's rights, powers, duties or obligation hader, may be assigned by
Employee. This Agreement shall be binding uponiance to the benefit of Employee and his heirs lagdl representatives and the Comg
and its successors and assigns.

20. APPLICABLE LAW. This Agreement shall be deentedave been made, drafted, negotiated and thsattéions contemplated hereby
consummated and fully performed in the State off@ala and shall be governed by and construedaoaiance with the laws of the State of
California, without regard to the conflicts of lawles thereof. Nothing contained in this Agreensdll be construed so as to require the
commission of any act contrary to law, and whendivere is any conflict between any provision o§tAgreement and any statute, law,
ordinance, order or regulation, contrary to which parties hereto have no legal right to contthet)atter shall prevail, but in such event any
provision of this Agreement so affected shall beailed and limited only to the extent necessarlgring it within the legal requirements.

21. JURISDICTION AND VENUE. It is hereby irrevocgihgreed that all disputes or controversies betwleeiCompany and Employee
arising out of, in connection with or relating tos Agreement shall be exclusively heard, setttatidgetermined by arbitration to be held in
City of Los Angeles, County of Los Angeles, in actamce with the Commercial Arbitration Rules of freerican Arbitration Association
then in effect. The parties also agree that juddgmey be entered on the arbitrator's award by anytdaving jurisdiction thereof and the
parties consent to the jurisdiction of any coucalied in the City of Los Angeles, County of Los Algs, for this purpose.

22. FULL UNDERSTANDING. Employee represents andeagrthat he fully understands his right to diselisaspects of this Agreement
with his private attorney, that to the extent,rifdhat he desired, he availed himself of thistigfmat he has carefully read and fully
understands all of the provisions of this Agreem#rat he is competent to execute this Agreemkat,his agreement to execute this
Agreement has not been obtained by any duresshanti¢ freely and voluntarily enters into it, ahdtthe has read this document in its
entirety and fully understands the meaning, intemt consequences of this document which is tltatnistitutes an agreement of employment.

23. COUNTERPARTS. This Agreement may be executethinnumber of counterparts, each of which shatléemed an original and all of
which taken together shall constitute one and #meesagreement.

24. LEGAL REPRESENTATION. The parties hereto acklemge that each has been represented by indeperwlergel of such party's own
choice throughout all of the negotiations whichgaded the execution of this Settlement AgreemeditMurtual Release and in connection
with the preparation and execution of this Settletweggreement and Mutual Release or has had therappty to do so.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.
MOTORCAR PARTS & ACCESSORIES, INC.

By:

Name: Anthony Souza
Title: President

CHARLES W. YEAGLEY



Exhibit 18.1

Board of Directors
Motorcar Parts & Accessories, Inc.

As stated in note D to the consolidated finandialesnents of Motorcar Parts & Accessories, Inc. @nldsidiaries (the "Company") for the
year ended March 31, 2000, the Company changeddtsunting policy for valuation of its inventory @dres. Under the new account
methodology, in recording its inventory of coresha lower of cost or market, the Company detersithe market value based on
comparisons to current core broker prices. Suchegaare normally less than the cost of the coréghwik the amount credited to customer's
accounts when cores are returned to the Compatmgdesins. In prior years when the Company valteéiventory at the lower of cost or
market, cost and market were deemed essentiallyaiime and were determined by the weighted avefahe cepurchase price of cores
acquired from the Company's customers and the pficeres purchased from core brokers. ManagensdigMes the newly adopted
accounting principle is preferable in the circumsts because the new methodology better refleetsdbnomics of its business while
providing a better measurement under generallymiedeaccounting principles. At your request, weehaviewed and discussed with
management the circumstances, business judgmehplamning that formed the basis for making thiarae in accounting principle.

It should be recognized that professional standaagts not been established for selecting amongnalige principles that exist in this area or
for evaluating the preferability of alternative aaating principles. Accordingly, we are furnishitigs letter solely for purposes of the
Company's compliance with the requirements of #eusities and Exchange Commission, and it shouldbeaised or relied on for any other
purpose.

Based on our review and discussion, we concur m#hagement's judgment that the newly adopted atiogyprinciple is preferable in the
circumstances. In formulating this position, we iilging on management's business planning andijedg which we do not find
unreasonable.

Very truly yours,

/sl Grant Thornton LLP

End of Filing
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