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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)

(x] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED MARCH 31, 2002.

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
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 of (ILR.S. Employer
incorporation or organizatiot Identification No.)
2929 California Street, Torrance, California 90503
(Address of principal executive office Zip Code

(310) 212-7910
Registrant's telephone number, including area code

Indicate by check mark whether the regigtrél) has filed all reports required to be fileg Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and

(2) has been subject to such filing requirementstfe past 90 days. Ye& No OO

Indicate by check mark if disclosure ofidglient filers in response to Item 405 of Regula8X is not contained herein, and will not
contained, to the best of Registrant's knowledgeégfinitive proxy or information statements incorgted by reference in Part 11l of this

form 10-K or any amendment to this Form 10-KI.

Issuer's revenues for its most recent fiscal y&Er2,040,00(



The aggregate market value, calculatecherbasis of the average bid and asked prices bfstock on the Internet Billboard, of
Common Stock held by non-affiliates of the Registi@s of June 12, 2002 was approximately $19,955,23

There were 7,960,455 shares of Common Siatdtanding at June 13, 2002.

MOTORCAR PARTS & ACCESSORIES, INC.

PART I
Iltem 1. Business.
General

The Company is a leading remanufactureepllacement alternators and starters for impontebdmmestic cars and light trucks. These
vehicles, which are manufactured both in the Un8&ates and overseas, include many of the mostinézable brands from companies such
as General Motors, Ford, Chrysler, Toyota, Hondas&h, Mazda, and Volkswagen. The Company alseorddes and distributes starter
ignition wire sets for imported and domestic card kght trucks.

The Company's products are sold througtimitUnited States to many of the nation's largleains of retail automotive stores, including
AutoZone, CSK Automotive, The Pep Boys, and Ozankofotive. The Company also supplies remanufactured altermatud starters to
General Motors. These General Motors units are tswlrligh their Service Parts Operation, which idelidistribution throughout the United
States and Canada. The Company's products areatsmm Mexico through a number of the retail chstiores' distribution channels. During
the last several years, the Company's marketingsales efforts have been principally geared towatdmotive chain stores and General
Motors' Service Parts Operation, which the Comgaalieves is the fastest growing segment of theraative after-market industry, and is
consistent with its existing targeted customergimufiscal 2002, 2001 and 2000, approximately 99%86 and 89% respectively, of the
Company's sales were to automotive chain storeishvikr comprised of approximately 5,500 stores @ederal Motors. The balance of sales
went primarily to large warehouse distributors anthller retail chains as well as the sale of spharg wire sets, which the Company
assembles both in the United States and Malaysia.

The Automotive After-market Industry

The automotive after-market for alternatms starters has grown in recent years. The Coyripalieves that this growth has resulted
from, among other trends, (1) the increased nurmbeehicles in use, (2) the increased humber oésnilriven each year and (3) the growt
vehicles at their prime repair age of four years alder. Based upon market information it has neei@, the Company believes the average
age of vehicles in operation in the United Stage®.1 years.

Two distinct groups of end-users buy repiaent automotive parts: (1) individual "do-it-yoelf§ consumers; and (2) professional "do-it-
for-me" installers. The individual consumer marketjscally supplied through retailers and retail amfisvarehouse distributors. Automot
repair shops generally purchase parts through Indapbendent parts wholesalers, through nationa¢hause distributors and, at a growing
rate, through commercial account programs withraotive parts retailers, aimed at servicing the ggsional "do-it-for-me" installers. It is
through efforts by automotive parts retailers tpand their sales to the professional "do-it-for-imstallers, that the Company sees a portion
of its future growth being realized.

The increasing complexity of cars and lightks and the number of different makes and n®delhese vehicles have resulted in a
significant increase in the number of differeneaifitors and starters required to service impateddomestic cars and light trucks. To
respond to this market development, the Companyhdgo increase the number of inventory itemsaitrains 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 windows, air conditioning equipment, hpgwered radio and stereo systems
audio/visual equipment. Consequently, per unit palees have increased for such alternators amgbsta
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Remanufacturing, which involves the reuspasts which might otherwise be discarded, creatsspply of parts at a significantly lower
cost to the user than newly manufactured partsnzaikes available automotive parts which are nodoibging manufactured. By making
readily available parts for automotive general usmanufacturing benefits automotive repair shgpeebeving them of the need to rebuild
worn parts on an individual basis and conservegmnativhich would otherwise be used to manufachew replacement parts. Mc



importantly, however, the Company's remanufactpaets are sold at significantly lower prices thampetitive new replacement parts.
Company Products

The Company's primary products are remarnufad replacement alternators and starters fdr ingported and domestic cars and light
trucks. The Company also assembles and distrilgiéson wire sets for the automotive after-marfatuse in a wide variety of makes and
models of foreign and domestic vehicles. Duringdls/ears ending 2002, 2001 and 2000, sales adcepient alternators and starters
constituted 99%, 99% and 98% respectively, of tbm@any's fiscal year 2002, 2001 and 2000 totaksdlee balance of the Company's sales
was attributable to sales of wire sets. Alternatstarters and ignition wire sets are essentialpmorants in all makes and models of vehicles.
These products constitute non-elective replaceipens, which are required for a vehicle to operapproximately 99% of the Company's
products are sold for resale under customer priedels, with the remaining 1% being sold underGoenpany's brand name, which includes
the use of its registered trademark, "MPA". Custantleat sell the Company's products under privattellinclude AutoZone, CSK
Automotive, The Pep Boys, Ozark Automotive, and &ahMotors.

The Company's alternators and starterpraxduced to meet or exceed automobile manufacspexifications. The Company
remanufactures a broad assortment of alternatarstamnters in order to accommodate the prolifenadibapplications and products in use.
Currently, the Company provides a full line of appgmately 1,481 different alternators and 923 défe starters. The Company's alternators
and starters are provided for virtually all foreigmd domestic manufacturers.

Customers and Customer Concentration

The Company's products are marketed throwtgihe United States, Canada and Mexico. The Coypaustomers consist of many of
the largest retail automotive stores and automatiehouse distributors and General Motors wheedllthe Company's products in the
United States. The Company also sells its prodhetaighout Canada and Mexico through the Companytent distribution channels. The
Company services automotive retail chain store @tisoservicing approximately 5,500 retail outlets.

Many of the largest chains of retail auttiwestores in the United States obtain their ingaicar alternators and starters from the
Company. Consequently, a significant percentagheCompany's sales have been concentrated anrefagigely small number of
customers. The Company's three largest customatseZane, CSK Automotive and Ozark Automotive, acted for approximately 86% of
total net sales during fiscal 2002. Similarly, awgrifiscal 2001 and 2000, the Company's three lamesomers accounted for approximately
69% and 59% respectively, of total net sales. Thareno assurance that this concentration of satesg customers will not continue or
conversely will increase in the future. The losagignificant customer or substantial decreasalies to such a customer would have a
material adverse effect on the Company's sale®parhting results. In addition, customers may dehpaite concessions or product returns
and allowances from the Company that could adweedéct profit margins. The Company's arrangemaeiitts most of its customers are
based principally on the receipt of purchase orders

Operations of the Company
Cores

In its remanufacturing operations, the Camypobtains used alternators and starters, comnkmoiywn as "cores", which are sorted by
make and model and stored until needed. When ndedegimanufacturing, the cores are completelysdisanbled into 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 are ceplay new components. The unit is t
reassembled on an assembly line into a finishedymto Inspection and testing are conducted at uargbages of the remanufacturing process,
and each finished product is inspected and testetjaipment designed to simulate performance ungerating conditions. Components of
cores, which are not used by the Company in itarerfacturing process, are sold as scrap.

The majority of the cores remanufacturedigyCompany are obtained from customers as trajeshich are credited against future
purchases. The Company's customers offer conswar@eslit to exchange their used units at the tiffucchase. To a lesser extent, the
Company also purchases cores in the open markatdooe brokers, who are dealers specializing indgugnd selling cores. Although the
Company believes that the open market does nowidhdontinue not to be a primary source of cottess market offers a supplemental sot
for maintaining stock balance. Other materials amtiponents used in remanufacturing are also puedhashe open market. The ability to
obtain cores of the types and quantities requisethb Company is essential to the Company's alidityeet demand.

The price of a finished product sold to @@mpany's customers is generally comprised oparsgely invoiced amount for the core
included in the product ("core value") and an amidonremanufacturing ("value added"). Upon receipa core from a customer, the
Company generally gives a credit to the customethfe core value originally invoiced with respezthat core. Typically, the core value
credit given to a customer exceeds the market \@ltige core accepted as a trade-in. The Comparyds this difference in cost of sales.
The Company generally limits core returns to cad to the specific customer, which are in remaotufrable condition. Core valu



fluctuate on the basis of several economic factocdiding market availability, seasonality and cera.
Production Process

The initial step in the Company's remantufding process begins with the receipt of coremfr@rious sources, including trade-ins from
customers and purchases in the open market. Tlee aoe assessed and evaluated for inventory cquirpbses and then sorted by part
number. Each core is completely disassembled ihtd &s fundamental components. The componergscianed in a process that employs
customized equipment and cleaning materials. Tésnithg process is accomplished in accordance hathetquired specifications of the
particular component.

After the cleaning process is complete,db@ponent parts are inspected and tested as ipexbtry the Company's rigorous and QS
9000 approved quality control program. (QS 900@nisnternationally recognized, world class, autbweoquality system.) This program,
which is implemented throughout the operationatpss, is known as statistical process control. Yyamsage of all tests, which are
monitored by designated quality control persontiied,components are ready for assembly into requinis. Each fully assembled unit is
then subjected to additional testing to ensureoperdnce and quality. Finished products are thdree#tored in the Company's warehouse
facility or packaged for immediate delivery. To rimaize manufacturing efficiency, the Company staresiponent parts ready for assembly
in its warehousing facilities. The Company's mamaget information systems, including hardware arfthsoe, facilitate the remanufacturi
process from cores

to finished products. The complete remanufactupragess from core disassembly through final assgarid testing takes approximately
three days.

The Company generally assembles ignitiaresvirom components manufactured by third parfibe. assembly process involves the
cutting of predetermined lengths of wire, which édéeen manufactured to the Company's specificatiorsthe attaching of terminals and
boots to the ends of such wire. Ultimately, thafiproduct is tested and packaged under the cuswprésate label.

The Company also conducts business throwughwholly owned foreign subsidiaries, MVR Produte Limited ("MVR"), which
operates a shipping and receiving warehouse, teftaility and maintains office space in Singapane Unijoh Sdn, Bhd ("Unijoh"), which
conducts remanufacturing operations in Malaysailar to those conducted by the Company at its rerfecturing facility in Torrance. The
foreign operations are conducted with quality colndtandards and other internal controls similahtise currently implemented at the
Company's remanufacturing facilities in Torranclee Tacilities of MVR and Unijoh are located approgitely one hour drive apart. The
Company believes that the operations of its foreigipsidiaries are important because of the lowsarlaosts experienced by these entities in
the same remanufacturing process. The foreign dialigis produced in fiscal 2002, 2001 and 2000 @pprately 195,000, 197,000, and
209,000 units, respectively, or about 9% of the Gany's total production for each of the last thyears.

Product Warranty

The Company has a warranty policy thatlidves is typical for the remanufactured auton®tieplacement parts industry. Like other re-
manufacturers, the Company only accepts produatantes from orgoing customers. If a customer ceases doing businmigls the Compan’
the Company recognizes no further obligations & tlustomer with respect to product warrantiestarte, no additional warranty returns
would be accepted by the Company. This is stanidalgstry practice. The customer would ordinarilpgany returnable products to a new
remanufacturer maintaining the same policy, whahanufacturer would accept the product warrantygaadt appropriate credits regardless
of whether the units were originally purchased fritwat new remanufacturer. The Company generallgvd this industry practice and
provides the same warranty and trade-in rights whietkes over businesses that had previously bapported by another remanufacturer.

As a result of this product warranty politlye Company accounts for product warranties omrgent basis. No reserve is made for future
product warranties since there is no on-going albikigp to accept such warranties in the absencendfruiing sales to the returning customer.
The Company believes that its warranty rate has beasistent with rates generally experiencedsimiiustry.

Marketing and Distribution

The Company markets and distributes itslpcts regionally through salaried personnel. Then@any's products are sold principally
under private label names.

The Company focuses its sales efforts doraative retail chains, which the Company beliesesstitutes the dominant distribution
channel in the Company's market. The Company &l¥®its alternators and starters to General Mofersducts are delivered directly by or
on behalf of the Company to the chain's distributtenters which then deliver the merchandise dyréatthe retail stores for purchase by
consumers or, in the case of General Motors, t8étvice Parts Operation for distribution. The Campbelieves that it has obtained
significant marketing, distribution and manufaatgriefficiencies by focusing its sales efforts oaiok of automotive retail store



The Company prepares and publishes a cdrapséve catalog of its alternators and starterd sadetailed technical glossary and
explanation guide. The Company believes that intadis one of the market's most extensive catatdgoaoduct identification systems,
offering one of the widest varieties

of alternators and starters available in that markee Company further believes that certain otustomers' use of and reliance on the
catalog and product identification system proviggentives to those customers to continue to puecpesducts from the Company.

Change in Accounting for Inventory; Stock Adjustmerts

Effective April 1, 1999, management adometew methodology for accounting for inventory.ndgement believes that the new
methodology better reflects the economics of itsifess while providing a better measurement uneeemglly accepted accounting
principles. Under the Company's new accounting outogy, 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 whenhases of any particular core is greater than 8b#te total number of that particular ct
on hand. Such values are normally less than trevadue credited to customers' accounts when eseeseturned 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 deterntipeédde 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 (mankadt)e to its estimated market value.

In addition to the change in its Compapghkcy of accounting for cores, the Company regemtbdified its accounting for stock
adjustments. Under the terms of certain Compangeagents with its customers and industry practieeQompany's customers from time to
time are allowed stock adjustments when the invgriavel of certain product lines exceed their @ptited levels of sales to their end-user
customers. These adjustments are made by the Cgtapaeeptance into inventory of these custom&gsstocks, and they do not come at
any specific time during the year and can havestoding effect on the financial statements.

Historically, the Company charged a portidrstock adjustment returns against net saleseapdnsed the balance as cost of goods sold
when the returns were made. In the third quartéisofl 2001, because of an unprecedented largenrébm one customer the Company
recognized adjustments of $898,000. Due to cuardtexpected changes in customer return practicése fourth quarter of fiscal 2001, the
Company began to provide for a monthly $75,000vadlace to address the anticipated impact of stoplstrdents. The adjustments
recognized and the allowance that was establisgtgdted in gross profit and net income decreasyn§lh123,000 during fiscal year 2001.
Currently, the Company accrues $75,000 monthlythadtost associated with stock adjustments, angebtiagainst this allowance. As of
March 31, 2002, the balance in the stock adjustmesgrve account was $609,000. This allowancebeilleviewed quarterly looking back at
a rolling 12 months to determine if the monthlyraet should be adjusted. Use of this estimatingriggue in fiscal 2000 would not have had
a material impact on the Company's results of djmera

Seasonality of Business

Due to the nature and design as well asuhent limits of technology, alternators and tetiear traditionally fail when operating in
extreme conditions. That is, during summer montten the temperature typically increases over el period of time, alternators and
starters are more apt to fail and thus, an incresedemand for the Company's products typicallyuescSimilarly, during winter months,
when the temperature is colder, alternators artessatend to fail and require replacing immedigtsince these parts are mandatory for the
operation of the vehicle. As such, summer monthd te show an increase in overall volume with a $pikes in the winter.
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Competition

The automotive after-market industry of eemfacturers and rebuilders of alternators andestafor imported and domestic cars and
light trucks is highly competitive. The Companyigedt competitors include two other large remantufisers and a number of small regional
rebuilders.

The reputation for quality and customer®er, which a supplier enjoys, is a significanttéadn a purchaser's decision as to which
product lines to carry in the limited space avddafhe Company believes that these factors fawwCQompany, which provides quality
replacement automotive products, rapid and relidblevery capabilities and promotional supportthis regard, there is increasing pressure
from customers, particularly the large ones that@lompany sells to, for suppliers to provide "justime" delivery, which allows delivery on
an as-needed basis to promptly meet customer orfleesCompany believes that its ability to proviflest-in-time" delivery distinguishes it
from many of its competitors and provides a sigaifit competitive advantage and may also repredestrzer to entry to current or futu



competitors.

In addition, price is a very important cagtipve factor. The concentration of the Compasgies among a small group of customers has
increasingly limited the Company's ability to negte favorable prices for its products.

The Company's products have not been paterdr does the Company believe that its produetpatentable. The Company will
continue to attempt to protect its proprietary @sses and other information by relying on tradesséaws and non-disclosure and
confidentiality agreements with certain of its eoy@es and other persons who have access to itdgierg processes and other information.

Governmental Regulation

The Company's operations are subject teréddstate and local laws and regulations govgrramong other 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 compliaradernaterial respects with applicable
environmental and health and safety laws and régoks many of which provide for substantial fireesl 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 805 full-tieneployees. Of the Company's employees, 63 aredmesg administrative personnel and
7 are sales personnel. None of the Company's erquog a party to any collective bargaining agredniéghe Company has not experienced
any work stoppages and considers its employedaetato be satisfactory.

Item 2. Properties.

The Company presently maintains facilitre3orrance, California, and Nashville, Tennes3éw Company has completed the
consolidation of its two Torrance facilities intsimgle building containing an aggregate of apprately 227,000 square feet. The Company
recently negotiated a new lease extending the keasefor an additional five years commencing AftiL002 and ending March 31, 2007
providing for a base rental rate of $94,358 per tinofhis represents an increase of $29,587 perhmmma 45.7% increase in the rent the
Company had been paying during the prior lease terrtihe single facility it has continued to utdizHowever, when compared to the total
monthly rent the Company previously paid for botliidings in Torrance prior to their consolidatidhis new rent
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represents a decrease in total rent payments gd$4®er month. The Company believes that coseéficencies realized from being locat

in a single building were equally the reason fés tonsolidation. The Company believes that itdifess are sufficient to satisfy its
foreseeable production requirements. In fiscal 2804 Company recorded restructuring expenses 1,890, of which $738,000 was related
primarily to future rent expense and $176,000 wasite-down of tenant improvements.

The Company has approximately 1,000 sqiggteof office space in Nashville, Tennessee. offise is used for managing the
purchasing activities of the Company.

In addition, the Company's subsidiariese@cilities at locations in Singapore and Malay$iae Company has moved a portion of its
operation for the assembly of spark plug wire setdalaysia and plans to have essentially all spéul wire assembly operations moved to
Malaysia by the second quarter of fiscal 2003.

Item 3. Legal Proceedings.

The Company has settled the class actiwadi that had been filed against the Companyénihited States District Court, Central
District of California, Western Division. The claastion lawsuit alleged that, over a four-year eiduring 1996 to 1999, the Company
misstated earnings in violation of securities laWsder the terms of the settlement agreement,|&ss action plaintiffs will receive
$7,500,000. Of this amount, the Company's direcarsofficer's insurance carrier paid $6,000,000the Company has paid the balance.
Final approval of this settlement was entered @uart Records on September 18, 2001 and all pdréies exchanged releases in connection
with this settlement.

To finance the Company's portion of thélesetent, the Company and Mel Marks, the Compamylader and a board member, entered
into a stock purchase agreement. Under the tertissofigreement, Mr. Marks purchased shares oEtmpany's common stock, which were
issued on September 19, 2001. The total purchése for the stock was $1,500,000. The price pereshas $1.00. The valuation firm tf



the Company engaged to render a fairness opinitimfransaction concluded that this price pereshas fair to the Company's
shareholders, from a financial point of view. Fargoses of this determination, the fairness oftithesaction was evaluated as of
November 30, 2000, the date that Mr. Marks agreeutavide $1,500,000 to the Company to financertigroof the class action settleme
(The Company's stock closed on November 30, 208Q.80 per share.) On that date, the Company ditianee the resources to pay their
portion of the settlement from operating cash feovd was required to raise these funds from anmadteource.

On January 20, 2000, the Securities andh&xge Commission issued a formal order of investigavith respect to the Company. In t
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 $&€stigation is proceeding. There
can be no assurance with respect to the outcortie GEC's investigation. The United States Attos@jffice for the Central District of
California is conducting a similar investigation.

In addition, the Company has not filed anber of periodic reports that it is obligated e finder the Securities Exchange Act of 1934.
However, the Company is current with all of itsogipng to the SEC for the past 12 months. The SE&niare of this failure and has remini
the Company that it has the authority to revoksuspend the Company's registration under the Siesulixchange Act of 1934 as a result of
this failure, which SEC action would prevent saléthe Company's common stock through broker/dsaler

The Company is subject to various otheslsits and claims in the normal course of busindssiagement does not believe that the
outcome of these matters will have a material axtveffect on its financial position or future reésuf operations.

Item 4. Submission of Matters to a Vote of Securitydolders.

None.

PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters.

The Company's Common Stock, par value $pedkhare (the "Common Stock"), is currently déeti from the National Association of
Securities Dealers' Automated Quotation ("NASDA&y3$tem. As such, and until the Company regaingdjsttatus, the Company's stock
be tracked on the Internet billboard. Trading am lthiternet Billboard can be sporadic, and this matyconstitute an established trading me
for the Common Stock. The following table setsHdtte high and low bid prices for the Common Stdeking each quarter of fiscal 2000,
2001 and 2002 as tracked on the Internet billboBEne. prices reflect inter-dealer quotations and mayrepresent actual transactions and do
not include any retail mark-ups, markdowns or cogsioins.

Fiscal 2002 Fiscal 2001 Fiscal 2000
High Low High Low High Low
1StQuarter $ 14C $ 104 $ 20 $ 087 $ 1278 $ 5.2¢
2 "dQuarter $ 29 $ 11 $ 09¢ $ 041 $ 57¢ $ 1.5C
3" Quarter $ 340 $ 232 $ 300 $ 05 $ 278 $ 087
4™ Quarter $ 50 $ 316 $ 18 $ 066 $ 375 $  1.0€

As of March 31, 2002, there were 7,960,dB&res of Common Stock outstanding held by 51 helafrecord.
The Company has never declared or paididnds on its Common Stock.

The declaration of dividends in the futwi# be at the discretion of the Board of Directarsd will depend 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 fiscal year 2002, the Company sqD0,000 shares of unregistered securities. Adriatéhe discussion under the caption "It



3—Legal Proceedings", the Company sold these 10800shares of its Common Stock for $1,500,000 g§ihnc@he proceeds of this stock sale
were used to pay the Company's portion of theese#tht of the class action lawsuit against the Compbhe shares were sold to Mr. Marks
without registration under the Securities Act 082%ue to reliance upon an exemption from regisingirovided under Section 4(2) of the
Securities Act of 1933 and Regulation D issuedhey$ecurities and Exchange Commission.

Item 6. Selected Financial Data.

The following selected financial data hasib derived from the Company's audited financa&kstents. The Income Statement Data
relating to the fiscal years 2002, 2001, and 20@iDthe Balance Sheet Data as of March 31, 2002@8tl should be read in conjunction with
the Company's audited financial statements andsribezeto appearing elsewhere herein. The Compasndt included financial statements
at the period March 31, 1999 and 1998 in this Fb@aK because the Company has not restated thesecfal statements to give effect to the
change in the Company's

method of accounting for inventory or any adjusttaghat might result from an audit or review ofgbestatements.

Fiscal Year Ended March 31,

2002 2001 2000
Income Statement Data:
Net Sales $ 172,040,00 $ 160,699,0 $ 194,293,00
Operating Income (Los! 11,241,00 (389,00() (8,535,001
Income (Loss) before Cumulative Effect of Accougtibhange 11,689,00 (4,102,001 (10,542,00)
Cumulative Effect of Accounting Change! — — (17,702,00)
Net Income (Loss 11,689,00 (4,102,00i) (28,244,00)

Basic Income (Loss) per share before CumulativedEibf

Accounting Chang $ 161 $ (.63 $ (1.63)

Diluted Income (Loss) per shs $ 151 $ (63 $ (4.37)

March 31
2002 2001 2000

Balance Sheet Data
Total asset 71,296,00 60,108,00 71,801,00
Working capital 9,404,001 1,836,00! 2,996,001
Line of credit 28,029,00 28,950,00 36,661,00
Long-term debt and capitalized lease obligat—Iless current portion 915,00( 2,099,001 3,062,001
Shareholders' equit 26,823,00 13,298,00 17,393,00

(1) Effective April 1, 1999, the Company changed tme@thod of valuing inventory and recorded a cumwuadiffect of accounting
change of $17,702,000, which is reflected in thedd881, 2002 Consolidated Statement of Operations.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations.
General

The following discussion and analysis stdig¢ read in conjunction with the financial statetaeand notes thereto appearing elsewhere
herein.



Results of Operations

Fiscal Year Ended March 31,

2002 2001 2000
Net Sale: 100.(% 100.(% 100.(%
Cost of Goods Sol 88.(% 92.6% 96.£%
Gross Margir 12.(% 7.4% 3.2%
General and Administrative Expens 4.2% 5.2% 6.1%
Selling Expense 0.7% 0.8% 0.€%
Litigation Settlemen — 0.€% —
Restructuring Expenst 0.5% —
Research and Developme 0.2% 0.2% 0.4%
Provision for Doubtful Account 0.2% (0.1)% 0.2%
Operating Income (Los! 6.€% (0.2)% (4.4%)
Interest Expense, net of Interest Incc 2.1% 2.2% 1.€%
Income (Loss) Before Income Taxes and CumulatifedEbf Accounting Chang 4.5% (2.5%) (6.C%)
Income Tax Benefi 2.2% — 0.€%
Income (Loss) Before Cumulative Effect of Accougti@hange 6.6% (2.5%) (5.4%)
Cumulative Effect of Accounting Chan — — (9.1%)
Net Income (Loss 6.6% (2.5%) (14.5%)

Fiscal 2002 compared to Fiscal 2001

Net sales for fiscal 2002 were $172,040,@00increase of $11,341,000 or 7.1% from the préars' sales of $160,699,000. Of this
increase in net sales, $6,200,000 was due to thgp&oy's expansion into new product lines; $1,50Dy08s a direct result of increased sales
to existing customers; and $3,600,000 was relateddecrease in warranty and sales returns atibito the engineering department's focus
on warranty reductions. The engineering departmémtus on quality-related issues includes, babidimited to: (1) Failure Mode Analysis,
(2) Root Cause Analysis and (3) Durability Testimigich resulted in improved processes and bettditguamponentry.

Cost of goods sold, as a percentage dfales, decreased in fiscal 2002 to 88.0%—an impnewnt of 4.6% from 92.6% for fiscal 2001.
This percentage decrease is principally attribatabla reduction in material costs, freight cosis labor costs associated with greater
manufacturing efficiencies and improved producyivitie to the Company's consolidation of its faesit

Under the terms of certain agreements itsthustomers and industry practice, the Compamgtomers from time to time are allowed
stock adjustments when the inventory level of éenpaoduct lines exceed the anticipated level tésto end-user customers. These
adjustments are made when the Company acceptsirntory these customers' overstocks, which dmnotir at any specific time during
the year. Due to current and expected changesstommer return practices, in the fourth quartersifdl 2001, the Company began to provide
for a monthly allowance to address the
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anticipated impact of stock adjustments. Duringfibeal year 2002, the Company expensed $898,000shof goods sold as an additional
allowance for stock adjustments. The allowancesfock adjustments was $609,000 and $225,000 asaafivB1, 2002 and 2001 respectiv
The allowance policy is reviewed quarterly looklmark at a trailing 12 months to determine if thenthty accrual should be adjusted.

The Company provides for potential excesb@bsolete inventory based upon historical usageagproduct's life cycle. This reserve
account decreased in fiscal 2002 by $428,000 fr3r8 7,000 in fiscal year 2001 to $3,451,000 indigear 2002. This decrease was due to
the increased quality of the inventory on hand thiedcontinued focus on sale or scrap of obsoleteniory.

The Company adjusts the value of corebrieet ways, (1) when purchases constitute 25% oe mioguantity on hand, then a weighted
average cost is applied, (2) cores not adjustegddorhases in #1, are adjusted every six montlabtgining core broker prices. All cores that
have a 35% or greater price difference are adjustedi (3) a valuation reserve has been set uphésetcores not adjusted by the above
policies. This reserve is based upon the estinldtedycle for cores of 25 years. This reserve actaecreased in fiscal year 2002 by
$110,000 from $379,000 in fiscal year 2001 to $264@,in fiscal 2002. This decrease was principdlfy tesult of the Company continuing



decrease its core inventory by selling and scrappares.

General and administrative expense foafi2002 was $7,203,000, which represents a decoé&@ie 088,000 or 13%, from the prior
year's expense of $8,291,000. As a percentaget shtes, general and administrative expense foalfd002 was 4.2%, which is a decreas
1% from fiscal year 2001. The key contributorstte $1,088,000 decrease from fiscal 2001 were: (&)iaction in the Company's legal and
accounting fees of nearly $1,400,000, primarily thuthe termination of the class action lawsuitidyifiscal 2002 and the reduction in the
legal fees and significant accounting costs astatiaith that litigation, (2) a decrease of ne&%00,000 in executive salaries and related
expenses, (3) a reduction in rent expense of 0145900 due to the Company's consolidation ofperations in California into a single
facility in fiscal 2002 and accounted for the refithe vacated building as a restructuring costlitag $914,000 that was recorded in fiscal
2001, and (4) a decrease in bank fees of $1558I06f which were partially offset by an increasebonuses paid to executive officers and
other Company employees of nearly $1,300,000.

Selling expenses decreased $49,000 or 4%cal 2002 to $1,167,000 from $1,216,000 in fi2@01. This decrease was principally the
result of a reduction in outside commissions pdidver $100,000 and a decrease in other sellingrsgs offset by an increase in employee
bonuses of $90,000.

In fiscal 2001, the Company established 30,000 reserve in connection with the settlernéttte class action litigation against the
Company. For additional information, see the dismusunder the caption "ltem 3—Legal Proceedingleé Company also recorded
$914,000 in restructuring expenses and related espairment charges during the year ended Margt28Q1 in connection with the
consolidation of business operations into one lonah California from two in California and one Trennessee. These expenses consist
primarily of future rent expense of $738,000 andenlown of tenant improvements of $176,000.

Research and development expenses incregsk®D,000 or 16.9% in fiscal 2002 to $552,000rdke $472,000 spent in fiscal 2001.
This increase of $80,000 consists principally ¢fd@ increase in supplies of nearly $60,000 an@iZncrease of over $20,000 in hourly
wages paid.

Provision for doubtful accounts expensefifaral 2002 was $412,000 compared to ($36,000)isoal 2001. This increase from the prior
year of $448,000 was principally the result of tesolution of certain shipping and pricing issuéhwurrent and former customers tl
resulted in a writelown of certain receivables. Approximately $70,086 the result of one of the Company's customkmg fior bankruptcy
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Net interest expense for fiscal 2002 was5%3,000. This was a decrease of $144,000 or 3884 fiscal 2001, net interest expense of
$3,700,000. This decrease is principally the resu{i) generally lower interest rates, and (2¢duction in the principal balance outstanding;
however, these reductions were partially offsetmti® Company amended its loan agreement withaitk in May, 2001. As part of this
amendment, the Company re-priced 400,000 warraetsqusly issued to the bank. This resulted in e-tome charge of $360,000.

Fiscal 2001 compared to Fiscal 2000

Net sales for fiscal 2001 were $160,699,@00ecrease of $33,594,000 or 17.3% from the pBars' sales of $194,293,000his
decrease in net sales was principally the resuhi@fCompany eliminating an unprofitable line ofréstic business and discontinuing sales to
certain warehouse distributor customers in fis€@112

Cost of goods sold for fiscal 2001 decrdas®a percentage of net sales by 4.2% to 92.6cal 2001 from 96.8% in fiscal 2000. This
improvement is related to all categories—from niatéo direct labor to overhead—and is the restithe Company eliminating an
unprofitable line of domestic business in fiscad20

General and administrative expense, f@afi2001 was $8,291,000, a decrease from fiscad 2063,541,000 or 29.9%. The key
contributors to this decrease, were: (1) a redodtimutside services related to the implementatiosm new computer system of $780,000 in
fiscal 2000, (2) a one-time adjustment of $1,150,&0fixed assets and accumulated depreciatiordngsen a review of the fixed assets
register and (3) a reduction of legal and accogntiwsts of $1,350,000. The remaining decreaserirrgéand administrative expenses of
$261,000 consists of a number of other items inolydeductions in executive salaries, travel arsdiiance.

Selling expenses decreased $648,000 or thane34% in fiscal 2001 to $1,216,000 from $1,868,in fiscal 2000. This decrease is
primarily attributable to a reduction in sales penrsel and related expenses and the reduction efreegs related to participating at trade
shows. Since approximately 99% of the Companyispeilabel sales are to large national retailbes Gompany realized there was no need
for brand name recognition. By eliminating the awisthese trade shows, the Company saved over @1®&0m the previous year.

Research and development expenses decriea$@d2,000 or 33.9% from $714,000 in fiscal 2608472,000 in fiscal 2001. The key
contributors to this decrease were reductions igesaexpendable tools and suppl



Provision for doubtful accounts expensefifaral 2001 was ($36,000) compared to $312,006isoal 2000. The net recovery in fiscal
2001 as compared to fiscal 2000 was the resulie@Ciompany favorably settling various customer aots

Net interest expense was $3,700,000 foafig001. This was an increase of $520,000 or 1&és fiscal 2000 of $3,180,000. This
increase is due to generally higher interest raimspled with a 1% interest rate increase chargetidobank in connection with the default
waivers that the bank granted the Company in Sdpte2000.

Liquidity and Capital Resources

The Company has financed its working cipiéeds through the use of its bank credit facdity the cash flow generated from
operations. The Company currently has availabld loiabt of $32,750,000 under two separate credititfas—a revolving line of credit
facility of up to $24,750,000 and an $8,000,00@ntéran. The interest rate for these two faciliiee4.75% and 2.00%, respectively, above the
bank's prime rate of lending which was 4.75% ondia881, 2002. On March 31, 2002, the interest fatethe line of credit facility and the
term loan were 6.50% and 6.75%, respectively.
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On June 25, 2002, the Company and the bgréed to extend the credit agreement to ApriPB03. The new agreement calls for a
restructuring fee of 3% or $982,500 fully earnedt, dnly $327,500 or 1% of which is payable at aigsiThe balance of this restructuring fee
of $655,000 is deferred until December 15, 200Poth the term loan of $8,000,000 and the linerefiit facility of $24,750,000 are fully
repaid before December 15, 2002 then the unpaicuatsring fee of $655,000 will be waived. The tdoan provides for principal reduction
payments on the 18 0of every month of $500,000 each for June 2002 gindDctober 2002; $750,000 each for November aneber of
2002; $1,000,000 in January 2003 and $1,500,000 fead-ebruary 2003 through April 2003. In additiéi,000,000 of the April 2003
payment is to be applied to the line of creditlfacand both loans provide a 1.5% per annum com@itt fee on the unused portion, which is
payable monthly.

The Company's liquidity has also been ingédby the extension in payment terms that it ffifasded a number of its key customers.
This extension is an important factor behind th@,531,000 increase in accounts receivable at Mat¢l2002 when compared to the acco
receivable balance at March 31, 2001. The Compasyécently entered into an agreement with onesailistomer's bank whereby the
Company may have the option to sell this custonmecsivables to the bank, at an agreed upon disc@thile this agreement may reduce the
Company's working capital needs, there can be sarasce in this regard.

Disclosure Regarding Private Securities Litigation Reform Act of 1995

This report contains certain forward-loakstatements with respect to the future performaftiee Company that involve risks and
uncertainties. Various factors could cause acesllts to differ materially from those projectedirch statements. These factors include, but
are not limited to: concentration of sales to dartaistomers, changes in the Company's relationstiipany of its customers, the Company's
failure to meet the financial covenants or the pti#igations set forth in its bank credit agreetraamd the bank's refusal to waive any such
defaults, the Company's ability to refinance italbdebt at maturity, the potential for changesdnsumer spending, consumer preferences
and general economic conditions, increased congetfit the automotive parts remanufacturing indysinforeseen increases in operating
costs associated with and the anticipated saviogs the Company's consolidation of facilities atoeo factors discussed herein and in the
Company's other filings with the Securities andatge Commission.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

Quantitative Disclosures.  The Company is subject to interest rate risit®existing debt and any future financing requieasts. The
Company's variable rate debt relates to borrowimgier the Credit Facility (see "ltem 7. ManagenseDiscussion and Analysis of Financial
Condition and Results of Operations—Liquidity arapffal Resources").

The following table presents the weightedrage interest rates expected on the Compangsrexdebt instruments.
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Principal (Notional) Amount by Expected Maturity Date

(As of March 31, 2002)

Fiscal 2003 Fiscal 2004



Liabilities
Bank Debt, Including Current Portic

Line of Credit Facility $24,750,000 $24,750,000
Interest Rate Prime + 1.75%* Prime + 1.75%*
Term Loan $8,000,000
Interest Rate Prime + 2.00%*
* As noted in the discussion under the caption "I[feflanagement's Discussion and Analysis of Findi@dadition and Results of

Operation—Liquidity and Capital Resources", theesprabove the bank's prime rate can increase cgaferdepending upon changes
in the ratio of the Company's funded debt to césh.f

Qualitative Disclosures.  The Company's primary exposure relates tonfeyeést rate risk on its long-term and short-teomdwings,
(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 requeregmand exceed financial covenants. While the Gowypannot predict or mange its
ability to refinance existing debt or the impadeiest rate movements will have on its existingtdelanagement evaluates the Company's
financial position on an on-going basis.

Item 8. Financial Statements and Supplementary Data

The information required by this item is fth in the Consolidated Financial Statementsnimencing on page F-1 included herein.

Item 9. Changes in and Disagreements with Accounté&on Accounting and Financial Disclosure.
None.
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant.

The directors and executive officers of @@mpany, their ages and present positions witlCrapany are as follows:

Name Age Position in Company Directors Term
Selwyn Joffe* 44 Chairman of the Board of Directa **
Anthony Souz: a7 President, Chief Executive Officer and Direc **

Mel Marks 74 Director o
Murray Rosenzweig 78 Director *
Steven Krat: a7 Sr. Vice Preside—QA/Engineering N/A
Chuck Yeagley 54 Chief Financial Officel N/A

* Member of Audit and Compensation Committees

** All directors are elected for a term of one-yeasntthencement date is the date of the annual shaeslsaheeting.

Information about Directors and Nominees

All directors of the Company hold officetiithe next annual meeting of shareholders and thair successors have been elected and
qualified. The officers of the Company are eledigdhe Board of Directors at the first meeting aéiach annual meeting of the Company's
shareholders and hold office until their resigmati@moval from office or deat



The following is a brief summary of the kgound of each director:

Selwyn Joffehas been a director of the Company since June E9®¢mber of the Company's audit and compensatiomittees sinc
July 1994, and has served as a consultant to thgo@ay since September 1995. In November 1999, dfie dvas elected to his current
position as Chairman of the Board of Directorshaf Company. Mr. Joffe is currently Chairman and GE®rotea Group, Inc. a company
specializing in consulting and acquisition servidg®m September 2000 to December 2001, Mr. Jeffecsl as President and CEO of
Netlock Technologies, a company that specializegouring network communications. In 1997, Mr. dafi-founded Palace Entertainmen
roll-up of amusement parks and served as its Reesathd COO until August 2000. Prior to foundingPalace Entertainment, Mr. Joffe was
the President and CEO of Wolfgang Puck Food Comramy 1989 to 1996. Mr. Joffe is a graduate of Eyridniversity in Atlanta with
degrees in both Business and Law and is a memlibed®eorgia State Bar as well as a Certified Bukticountant.

Anthony Souzaserved as a consultant to the Company from Septeb®®® through November 1999. In December 1999,9duza
was elected to his current position as PresideshiCGirief Executive Officer of the Company resporssilolr the overall direction of all
Company activities relating to Finance, Sales, Mtng, Engineering, and Production Operations dkageheir corresponding support
functions. From January 1980 to December 1995 duz8 served as the President of TELACU Industiibgs entity consisted of numerous
subsidiary companies—among them a: Thrift and Lw#i branch offices, an Affordable Housing Corparat a Commercial Real Estate
Development Company, a Building Material Compamgd an Underground Utility Company. Annual salestf@se companies were in
excess of $200 million. From January 1996 througlgust 1999, Mr. Souza was involved in commercial mesidential real estate
development as well as serving as President @fragb company in business to sell an innovativiertéally life-saving police
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firearms device. Mr. Souza is a graduate of thesehsity of Southern California and is a licensedtiied Public Accountant in the state of
California.

Mel Marks founded the Company in 1968. Mr. Marks has sergath@ Company's Chairman of the Board of Direcamis 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 distributorsartgfor imported cars), where he served as
Vice President. Mr. Marks has continued to serva esnsultant and director to the Company sincg 7299.

Murray Rosenzweigis a Certified Public Accountant and has servedir@xtor of the Company since February 1994. Misétaweig
serves as the Chairman of both the audit and cosapien committees. Since 1973, Mr. Rosenzweig kas bhe President and Chief
Executive Officer of Linden Maintenance Corp., whaperates a large fleet of taxicabs in New Yoy Ci

Information About Non-Director Executive Officers

Chuck Yeagleyhas been the Company's Chief Financial Officeresihme 2000, responsible for all Company Finarseeis including
investor relations and through support staff, Pobdiosting, Cash Flow, Capital Expenditures, Bumget-orecasting, and Financial
Planning. Mr. Yeagley is also responsible for thenagement of the Accounting, Purchasing, Infornmafiechnology, Material and Human
Resource Departments. From 1995 to June 2000, agky was the Chief Financial Officer for Goldest@iamond Corporation—DBA
The Jewelry Exchange, which is the largest priyaltelld manufacturer and retailer of fine jewelryois July 1979 to December 1994,

Mr. Yeagley was a principal in Faulkinbury and Ykgg a certified public accounting firm that he foanded. Mr. Yeagley is a Certified
Public Accountant and holds a Bachelor of Busie®inistration Degree with an emphasis in Accounfirom Fort Lauderdale University
and a Master of Business Administration Degree ftdohden Gate University.

Steven Kratzhas been employed by the Company since 1988. Bgiimiag the Company, Mr. Kratz was the General Bigar of GKN
Products Company, a division of Beck/Arnley-WorldpaAs Senior Vice-President—QA/Engineering, Mratg heads the Company's
quality assurance, research and development andesming departments.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Act of 198gamended, requires the Company's directorsyauiitive officers, and persons who own
more than ten percent of the Company's Common Stodke with the Securities and Exchange Comnoisgthe "SEC") initial reports of
ownership and reports of changes in ownership ohi@on Stock and other equity securities of the Camip@io the Company's knowledge,
based solely on a review of the copies of suchrtefornished to the Company during the fiscal yaatled March 31, 2002, there were no
late or delinquent filings.
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Item 11. Directors Compensation and Executive Offiers

The following table sets forth informatioancerning the annual compensation of the Comp&tyjisf Executive Officer and the other
most highly compensated executive officers andctbirs, whose salary and bonus exceeded $100,0806@002 fiscal year and for services
in all capacities to the Company during the Com{mf902, 2001 and 2000 fiscal years.

Shares All Other
Other Annual Underlying Compensation

Name & Principal Position Year Salary Bonus Compensation Options 2)
Selwyn Joffe(1 2002 — — 3 159,99¢ 1,50( —
Chairman of the Boar 2001 — — 3 160,22( 1,50( —

200C — — $ 83,66 41,50( —
Anthony Souza(2 200: $ 293,10t $  593,18¢ — — 3 25,03(4)
President & CEC 2001 $ 301,98! $ 25,00( — 60,00( $ 8,33%(4)

200C $ 121,15 — — 60,00( $ 24,99¢4)
Mel Marks 200z — — % 197,50( 1,50( —
Director 2001 $ 57,69: — $ 105,00( 1,50C $ 11,48:(5)

2000 $ 269,23 — — — 3 19,33¢(5)
Steven Krat: 200z $ 219,34' $ 25,00( — — $ 3,6045)
Sr. VF—Engineering 2001 $  250,00( $ 10,00( — — % 5,6045)

200C $  250,00( — 3 526,42(3) — 3 5,604(5)
Charles Yeagle 200z $ 175,25 $ 88,97 — — $ 25,03(4)
Chief Financial Office! 2001 $ 109,64 $ 10,00( — 25,00( $ 18,74°(4)

200C — — — — —
Richard Marks 200z $ 318,00( $ 483,11¢ — — —
Advisor to the Boart 2001 $ 298,78! $ 25,00( — — —
and the CEC 200C $  391,69: — 3 276,4743) — 3 13,904(5)

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

3) Represents deferred compensation distribution.

4) Represents reimbursement for health insurance prespaid by employee.
(5) Represents value of car allowance.

Compensation of Directors

Two of the Company's Board members havelsupental compensatory arrangements with the Coypnparugust 2000, the
Company's Board of Directors agreed to engage Md.Narks to provide consulting services to the Camp Mr. Marks has 45 years of
relevant experience in the industry and the Compaentyhas relationships with key industry executilts Marks was paid an annual
consulting fee of $180,000—which was increasedhirudry, 2002 to $250,000 per year. The Companyecarinate this arrangement at any
time.

Effective December 1, 1999, the Compangreutinto a consulting agreement with Mr. Selwyfie]dhe Chairman of the Board of the
Company, pursuant to which he has been retainadcassultant to provide oversight, managementesfimand other advisory services to
Company. The consulting agreement was schedulextioe on June 1, 2001 but has been extended hyatragreement through June 1,
2003 and provides for annual compensation to MfeJon the amount of $160,000. As additional coesadion for the consulting services,
Mr. Joffe was granted an option to
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purchase 40,000 shares of the Company's Commohk gtwsuant to the Company's 1994 Stock Option RMinhese options, 20,000 options
were exercisable on the date of grant and the réngaR0,000 options were fully vested on the finshiversary of the date of grant. The
options have an exercise price of $2.20 per shadeeapire ten (10) years after the grant date.Jdife is currently serving as the Chairma
the Board of Directors



Mr. Joffe and the Company entered intoddlitional consulting services agreement dated &dayf 9, 2002, providing for Mr. Joffe to
assist the Company in considering and pursuingnpiatdransactions and relationships intended twaene stockholder value. In connection
with this arrangement, the Company has agreedytdfraJoffe $10,000 per month for one year and I%he value of any transactions,
which close by the second anniversary of the ageegntess any monthly fees, paid.

In addition, each of the Company's other-amployee directors receives annual compensafisa®000, is paid a fee of $2,000 for
each meeting of the Board of Directors attended®td for each meeting of a Committee of the Badirectors attended and is
reimbursed for reasonable out-of-pocket expensesnnection therewith.

The Company's 1994 Non-Employee DirectocsOption Plan (the "Non-Employee Director Plapiyvides that each non-employee
director of the Company will be granted thereurtdaryear options to purchase 1,500 shares of Con8taek upon his or her initial election
as a director, which options are fully exercisainehe 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 thie d& grant. The Non-Employee Director Plan, waspaed by the Board of Directors on
October 1, 1994, and by the shareholders in Aup®85b, in order to attract, retain and provide itisento directors who are not employees of
the Company. The Board of Directors does not hageatithority, discretion or power to select papacits who will receive options pursuant
to the Non-Employee Director Plan, to set the nunaibshares of Common Stock to be covered by eptibrg to set the exercise price or
period within which the options may be exercisetbaalter other terms and conditions specifieduchsplan.

In addition, the Company's 1994 Stock Qpfan (the "1994 Stock Option Plan") provides trath non-employee director of the
Company receive formula grants of stock optiondesribed below. Each person who served as nonegegHirector of the Company
during all or part of a fiscal year (the "Fiscalar® of the Company, including March 31 of thatdakYear, will receive in that Fiscal Year,
an award under the 1994 Stock Option Plan of imatelli exercisable ten-year options to purchaseOlshares of Common Stock in the
Award Date. Each non-employee director who serwethd the year less than all of the Fiscal Yeavimrded one-twelfth of a Full Award
for each month or portion thereof that he or slreexbas a non-employee director of the CompanyfoAsula grants under the 1994 Stock
Option Plan, the forgoing grants of options to dioes are not subject to the determinations oBtbard of Directors or the Compensation
Committee.

Compensation Committee; Interlocks and Insider Paricipation

The members of the Compensation Committeimg Fiscal 2002 were Mssrs. Joffe and Rosenzvildig. Compensation Committee is
responsible for developing and making recommendatio the Board with respect to the Company's dkecaompensation policies. The
Compensation Committee is also responsible foruatilg the performance of the Company's chief etkexwfficer and other senior
Company officers and to make recommendations caimgethe salary, bonuses and stock options to lzedaud to these Company officers.
For a discussion of the contractual rights thatiaderCompany officers have to bonuses and optiantgr see "Employment Agreements"
below. Although several key officers were not éaditto a bonus under the terms of their respeeimployment agreements, during the year
ended March 31, 2002, the Compensation Committeielele to provide bonuses to key members of managerneorder to retain these
employees.
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No member of the Compensation Committeeahr@ationship that would constitute as interlogkielationship with executive officers
directors of another entity.

Performance Graph

The following graph compares the cumulatiteirn to holders of Common Stock for the fisa@dss ended March 31, 1998, 1999, 2000,
2001, and 2002 with the National Association of B#ies Dealers Automated Quotation ("NASDAQ") Matkndex and a peer group index
of five competing companies for the same perioth® domparison assumes $100 was invested at tre alldsisiness on March 31, 1997 in
the Common Stock and in each of the comparisongy,cand assumes reinvestment of dividends.

Total Shareholder Return—Dividends Reinvestec
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Annual Return Percentage—Based upon historical performance, the followingealepicts the annual percentage return earned in
each of the three comparison groups

Year Ended March 31,

1998 1999 2000 2001 2002
Motorcar Parts & Accessories, Inc 26.11% -37.1%  -83.02%  -28.9%% 225.0%
Peer Group 74.48% -30.7¢% -17.7% -27.9% 32.8%
NASDAQ 51.51% 35.1(% 86.0:%  -60.01% 0.58%
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Indexed Returns—Based upon historical performance, the followingealisplays the results of $100 invested at tbeecbf business
on March 31, 1997 in the Common Stock of each efcibmparison groups and assumes reinvestmentideduls:

Year Ended March 31,

Base Period

31-Mar-97 1998 1999 2000 2001 2002
Motorcar Parts & Accessories, Inc 100.( 126.1: 79.21] 13.4% 9.5¢€ 31.0¢
Peer Group 100.( 174.4¢ 120.8: 99.3¢ 71.6( 95.11
NASDAQ Index Composite 100.( 151.57 204.7% 380.9¢ 152.3¢ 153.2:

Note: Data complete through last fiscal y

Note: Corporate Performance Graph with peergrmes peer group performance only (excludes antypany)
Note: Peer group indices uses beginning of demarket capitalization weightir

Note: S& P index returns are calculated by Z:

Peer Group Population



Champion Parts, Incorporated

Dana Corporation

Hastings Manufacturing Company

Standard Motor Production Company
Superior Industries International, Incorporated

Option Grants in the Last Fiscal Year

The following table provides summary infation regarding stock options granted during ther ysded March 31, 2002 to each of the
Company's named executive officers. The potergi@izable value is calculated assuming that thenfiarket value of the Company's
Common Stock appreciates at the indicated anntetmnpounded annually for the entire term of tpoms, 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 Grants in Last Fiscal Year

Potential Realizable Value at
Assumed Annual Rates of

Number of Stock price Appreciate
Securities % of Total for Option Terms
Underlying Options Granted
Options to Employees in Exercise or Expiration
Name Granted Fiscal 2002 Base Price Date 5%(%$) 10%(%$)
Anthony Souz: 60,000(1) 40.1% $1.10/shart 4/12/2011 $ 41,507 $ 105,18

(1) The options are exercisable immediately.

During fiscal 2001, the Board of Directaygproved a program to give the Company's executindther key employees an opportunity
to cancel previously granted stock options in erglsfor the grant of an equal number of new optiortke future (the "Exchange Progran
The Company
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cancelled outstanding stock options (the "initipfions") to purchase an aggregate of 232,350 slvdithe Company's common stock that had
been granted to these executives. The options ed\sr such cancellations had exercise prices rgrfgam $7.25 to $19.06 per share, with a
weighted average exercise price of $13.30 per shiaeExchange Program was approved by the Compiem&ommittee based upon the
determination that the initial options no longeoyided meaningful incentive for these executivagj&ct to their continued employment w
the Company, these executives were awarded new gptions (the "new options") to purchase an agapegf 232,350 shares of common
stock six months and one day after the date of&meellation of the executive's initial options.eTbllowing table indicates the impact that
this re-pricing had on options held by the five intghly compensated executives of the Company:

Securities Length of
underlying Market price original option
number of of stock Exercise price term remaining
options/SARs at time of at time of New at date of
reissued or reissuance cancellation exercise repricing or
Name Date amended(#) %) %) price amendment
Selwyn Joffe November 15, 200 1,50C $ 3.1t $ 8.0C $ 3.15 2yrs, 3mos
November 15, 200 6,25 $ 3.1t $ 131 $ 3.1E 3yrs, 2mos
November 15, 200 1,50C $ 3.1t $ 17.31 $ 3.1E 3yrs, 11mos
November 15, 200 15,00C $ 3.1t $ 1344 % 3.1E 4yrs, 3mos
November 15, 200 1,50C $ 3.1t $ 15.6: $ 3.1E 4yrs, 11mos
November 15, 200 15,00C $ 3.1t $ 19.0¢ $ 3.1E 5yrs, 2mos
November 15, 200 1,50C $ 3.1 $ 18.3¢ $ 3.1 5yrs, 11mo:s
November 15, 200 1,50C $ 3.1t $ 1181 % 3.1E 6yrs,7mos
Steve Krat: November 15, 200 8,60C $ 3.1t $ 725 $ 3.1E 1yr, 9mos
November 15, 200 35,00C $ 3.1t $ 131: % 3.1E 3yrs, 2mos
November 15, 200 20,00( $ 3.1t $ 16.0C $ 3.1E 3yrs, 10mos
Richard Marks November 15, 200 50,00C $ 3.1t $ 14.6¢ $ 3.1E 4yrs, 5mos
November 15, 200 75,00C $ 3.1t $ 11.1¢ $ 3.1E 6yrs, 7mos

Total 232,35(



Employment Agreements

The Company has entered into an employagrement with Mr. Anthony Souza pursuant to wihielis employed full-time as the
Company's President and Chief Executive Officee dhginal agreement, entered into on Decembe®391which was scheduled to expire
on June 1, 2001, has been extended through mutnaént to June 1, 2003 and provides for an anrasa salary of $300,000. As additional
consideration for services to be rendered, in J32@00, Mr. Souza was granted a ten-year optigrutchase 60,000 shares of the
Company's Common Stock, at $2.20 per share, pursu#ime terms of the Company's 1994 Stock Optian.Rn April 2001, Mr. Souza was
granted an additional ten-year option to purch&@ed® shares of the Company's Common Stock at §ed8hare, pursuant to the terms of
the Company's 1994 Stock Option Plan. FurthermdreSouza is entitled to an incentive bonus ("Bdhesjual to six and two-thirds percent
(6 2/ 3%) of the pre-tax income (without giving effectany tax on such income, whether actual or offsdoby carryovers) earned by the
Company in each fiscal year; provided that no bahadl be payable for any such year unless antithetamount of such pre-tax income in
such year shall be at least $1.5 million, withcarrgover from year to year. The Company's BoarBioéctors may also grant supplemental
bonuses or increase the base salary payable t8ddeza. In addition to his cash compensation, Muz&oeceives an automobile allowance
and other benefits, including those generally piedito other employees of the Company.
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The Company has entered into an employagmtement with Mr. Richard Marks pursuant to whiehs employed full-time as a direct
report to the Board of Directors and Chief Exeaai®fficer of the Company. This agreement enter&alan January 1, 2000 is scheduled to
expire on January 1, 2004 and provides for an drivase salary of $300,000. As an incentive, Mr. Rgashall be paid a bonus ("Bonus")
equal to five percent (5%) of the pre-tax incomét{aut giving effect to any tax on such income, tee actual or offset by loss carryovers)
earned by the Company in each fiscal year; provilatino bonus shall be payable for any such ye@uatil the amount of such pre-tax
income in such year shall be at least $2 milliohewt carryover from year to year. The Companysu8l of Directors may also grant
supplemental bonuses or increase the base salgablpao Mr. Marks. In addition to his cash comit, Mr. Marks receives an
automobile allowance and other benefits, includirase generally provided to other employees ofXbmpany as well as an allowance for
the purpose of obtaining life insurance on thedivéthe Employee and his spouse. The agreemehefuysrovides, under certain
circumstances, that the Company, as liquidated damar severance pay or both, shall pay Mr. Mdjksa{ary through the termination date
at the annual rate in effect immediately priortte termination date and (l1) three times the amafisuch annual rate. Mr. Richard Marks is
the son of Mr. Mel Marks, the Company's founder amdember of its Board of Directors.

The Company has entered into an employmgrtement with Mr. Chuck Yeagley pursuant to whiehs employed full-time as the
Company's Chief Financial Officer. The agreememtgied into on June 26, 2000 which was scheduledpoe on June 1, 2001, has been
extended through mutual consent to May 31, 2003paoddes for an annual base salary of $175,00Gadsktional consideration for services
to be rendered, Mr. Yeagley was granted, for aopeof ten years from date of said grant, an opiopurchase 25,000 shares of the
Company's Common Stock, at $0.93 per share, pursu#me terms of the Company's 1994 Stock Optian.F-urthermore, Mr. Yeagley
shall be paid an incentive bonus ("Bonus") equalrte percent (1%) of the pre-tax income (withowtrgj effect to any tax on such income,
whether actual or offset by loss carryovers) ealmethe Company in each fiscal year of the terrthisf Agreement, provided that no bonus
shall be payable for any such year unless and tinetihmount of such pre-tax income in such yedt bbat least $2 million, without
carryover from year to year. The Company's BoarDicéctors may also grant supplemental bonusesavease the base salary payable to
Mr. Yeagley. In addition to his cash compensatidn, Yeagley receives an automobile allowance ahémbenefits, including those gener.
provided to other employees of the Company.

The Company has entered into a three yapiayment agreement dated February 23, 2000 withSteven Kratz pursuant to which he
is employed full-time as the Company's Senior \Rcesident—QA/Engineering. The agreement expirdSetmuary 23, 2003 and provides
for an annual base salary of $250,000 and a onesgearance agreement, which guarantees $300,089aid within 60 days of
termination. The Company's Board of Directors miagp grant bonuses or increase the base salary lgayalllr. Kratz. In addition to his ca:
compensation, Mr. Kratz has exclusive use of a Gomgmpwned automobile and he receives additionagfitshincluding those that are
generally provided to other employees of the Coryipkhr. Kratz has outstanding, options under the4188ck Option Plan to purchase
63,600 shares of Common Stock at an exercise pfi$8.15 per share, all of which are fully vested.

In conformity with the Company's policyl al its directors and officers execute confidelitifaand nondisclosure agreements upon the
commencement of employment with the Company. Theexgents generally provide that all inventionsiecalveries 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 shallaodisclosed to third parties without prior ap@ioaf he Company. The Company's
employment agreements with Messrs. Souza, MarksyYaagley also contain non-competition provisidmet preclude each employee from
competing with the Company for a period of two wefaom the date of termination of his employmerite TTompany's employment
agreement with Mr. Kratz contains a non-competipoovision, which precludes him from competing wite Company, for a period of one
year from the date of termination of his employmé&htblic 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.
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Item 12. Security Ownership of Certain Beneficial @vners and Management

The following table sets forth, as of M&y;, 2002, certain information as to the Common Stmekership of each of the Company's
directors and nominees for director, each of tieafs included in the Summary Compensation Tablew, all executive officers and
directors as a group and all persons known by tragany to be the beneficial owners of more thae figrcent of the Company's Common
Stock.

Amount and Nature of Percent of
Name and Address of Beneficial Shareholder Beneficial Ownership(1) Class

Mel Marks

C/o Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 9050 2,152,43(2) 24.%
Richard Marks

Cl/o Motorcar Parts & Accessories, Inc

2929 California Street

Torrance, CA 9050 513,56¢(3) 7.8%
Anthony Souza

C/o Motorcar Parts & Accessories, Inc

2929 California Street

Torrance, CA 9050 120,00((4) 1.4%
Steven Kratz

Cl/o Motorcar Parts & Accessories, Inc

2929 California Street

Torrance, CA 9050 63,60((5) (12
Selwyn Joffe

C/o Motorcar Parts & Accessories, Inc

2929 California Street

Torrance, CA 9050 86,75((6) 1.C%
Murray Rosenzweig

C/o Linden Maintenance Corp.

134-02 339 Avenue

Flushing, NY 1135 50,00((7) 12
Charles Yeagley

Cl/o Motorcar Parts & Accessories, Inc

2929 California Street

Torrance, CA 9050 25,00((8) (12
Dimensional Fund Advisors, Inc

1299 Ocean Avenue

Santa Monica, CA 904C 341,70((9) 3.€%
Wells Fargo Bank

333 S. Grand Avenue, Suite 940

Los Angeles, CA 9007 400,00((10) 4.€%
Directors and executive officers as a g—6 person: 2,497,78(11) 28.5%

1. The listed shareholders, unless otherwise indicatéite footnotes below, have direct ownership dkieramount of shares indicated in
the table.

2. Includes 1,500,000 shares of common stock, whichissued to Mr. Marks as part of the settlemerthefclass action lawsuit and
3,000 shares issuable upon exercise of optionsruhdd 994 Stock Option Plan. For additional infation, see the discussion under
the caption "Item 3—Legal Proceedings".

3. Includes 125,000 shares issuable upon exerciserdraly exercisable options granted under the D@4k Option Plan, 142,857
shares held by The Marks Family Trust, of whichhaiel Marks is a Trustee and beneficiary and 11sb@@es held by Mr. Marks'
wife and their sons.

4. Includes 120,000 shares issuable upon exercisptimins exercisable under the 1994 Stock Option.Plan

5. Represents 63,600 shares issuable upon exerageiofis exercisable under the 1994 Stock Option.Pla

6. Represents 30,000 shares issuable upon exeraigeiofs exercisable under the 1996 Stock Option Riee "1996 Stock Option
Plan"); 52,250 shares issuable upon exercise afropexercisable under the 1994 St
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10.

11.

12.

Option Plan; and 4,500 shares issuable upon ereo€isurrently exercisable options granted undemMtbn-Employee Director Plan.

Includes 4,500 shares issuable upon exercise ofrtly exercisable options granted under the NomplEyee Director Plan; 32,500
shares issuable upon exercise of options exereisafgler the 1994 Stock Option Plan and 13,000 sluireommon stock which were
purchased subsequent to the Company's initial pofffiéring.

Represents 25,000 shares issuable upon exeraiserehtly exercisable under the 1994 Stock Optiam.P

The amount and nature of beneficial ownership es¢hshares by Dimensional Fund Advisors, Inc. s$etha@olely on the Schedule 1
filings, as submitted to the Company. The CompaBgard of Directors has no independent knowledgd®ficcuracy or
completeness of the information set forth in sucheBlule 13G filings, but has no reason to beliba¢ $uch information is not
complete or accurate.

Includes the total number of shares of common sigskable upon exercise of the warrants issueldetdank by the Company,
pursuant to an earlier loan agreement.

Includes 335,350 shares issuable upon exerciserddrily exercisable options granted under the 1@4k Option Plan; 30,000
shares issuable upon exercise of currently exdreisgptions granted under the 1996 Stock Option;Fg@00 shares issuable upon
exercise of currently exercisable options grantedien the Non-Employee Director Plan; and 1,5004@0res of new common stock
issued to Mr. Mel Marks in return for his cash eimition to assist with the settlement of the clason lawsuit.

Less than 1%.

Item 13. Certain Relationships and Related Transad&ns

The Company has entered into consultingergents with two of the members of its Board oEBliors, Selwyn Joffe and Mel Marks.

For more information, see the discussion undec#mion "ltem 11—Compensation of Directors".

In connection with the settlement of thassl action lawsuit, the Company agreed to sellN&ks 1,500,000 shares of its Common

Stock for a total cash price of $1,500,000. Thepeals from the sale of this stock were used talagompany's portion of the settlement of
the class action lawsuit against the Company. Bditianal information, see the discussion underddygation "ltem 3—Legal Proceedings".
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PART IV

Item 14. Exhibits, Financial Statement Schedules ahReports on Form 8-K.

a. Documents filed as part of this report:

Q) Index to Consolidated Financial Statements:

Reports of Independent Certified Public Account: F-1
Consolidated Balance She: F-2
Consolidated Statements of Operati F-3
Consolidated Statement of Shareholders' Ec F-4
Consolidated Statements of Cash F F-5
Notes to Consolidated Financial Stateme F-6

(2)  Schedules.
None.

3) Exhibits:



Number

Description of Exhibit

Method of Filing

3.1 Certificate of Incorporation of the Company. Incorporated by reference to Exhibit 3.1 to the @any's
Registration Statement on Form SB-2 (No. 33-74528)
declared effective on March 22, 1994 (the "1994
Registration Statement.’
3.2 Amendment to Certificate of Incorporation of thenGmany. Incorporated by reference to Exhibit 3.2 to the @any's
Registration Statement on Form S-1 (No. 33-97498)
declared effective on November 14, 1995 (the "1995
Registration Statement'
3.3 Amendment to Certificate of Incorporation of thenGgmany. Incorporated by reference to Exhibit 3.3 to the @any’ <
Annual Report on Form 10-K for the fiscal year ethde
March 31, 1997 (the "1997 Form-K").
3.4 Amendment to Certificate of Incorporation of thenGmany. Incorporated by reference to Exhibit 3.4 to the @any's
Annual Report on Form 10-K for the fiscal year ethde
March 31, 1998 (the "1998 Form-K").
3.5 By-Laws of the Company. Incorporated by reference to Exhibit 3.2 to the4.99
Registration Statemer
4.1 Specimen Certificate of the Company's Common Stock Incorporated by reference to Exhibit 4.1 to the4.99
Registration Statemer
4.2 Form of Underwriter's Common Stock Purchase Warran Incorporated by reference to Exhibit 4.2 to the4.99
Registration Statemer
4.3 1994 Stock Option Plan Incorporated by reference to Exhibit 4.3 to the4.99
Registration Statemer
4.4 Form of Incentive Stock Option Agreement Incorporated by reference to Exhibit 4.4. to the4.9
Registration Statemer
25
4.5 1994 Non-Employee Director Stock Option Plan. Incorporated by reference to Exhibit 4.5 to the @any's
Annual Report on Form 10-KSB for the fiscal yeadedh
March 31, 1995
4.6 1996 Stock Option Plan. Incorporated by reference to Exhibit 4.6 to the @any's
Registration Statement on Form S-2 (No. 333-37977)
declared effective on November 18, 1997 (the "1997
Registration Statement'
4.7 Executive and Key Employee Incentive Bonus Plan. Incorporated by reference to Exhibit 4.6 to the3.99
Registration Statemer
4.8 Rights Agreement, dated as of February 24, 199&nily Incorporated by reference to Exhibit 4.8 to the&99
between the Company and Continental Stock Traiasfér Registration Statement.
Trust Company, as rights age
10.1 Credit Agreement, dated as of June 1, 1996, bybahseen Incorporated by reference to Exhibit 10.4 to the
the Company and Wells Fargo Bank, N.A. Company's Quarterly Report on Form QCfer the quarte
ended December 31, 1996 (the "December 31, 1996 For
16-Q)
10.2 First Amendment to Credit Agreement, dated as of Incorporated by reference to Exhibit 10.2 to th67.9

November 1, 1996, by and between the Company arfs'
Fargo Bank, N.A

Form 10-K.



10.3

10.4

10.5

10.6

10.7

Second Amendment to Credit Agreement, dated asigfist
8, 1997, by and between the Company and Wells Fargo
Bank, N.A.

Third Amendment to Credit Agreement, dated as ofr&ary
10, 1998, by and between the Company and WellsoFarg
Bank, N.A.

Lease Agreement, dated March 9, 1993, by and bettiee
Company and Maricopa Enterprises, Ltd., relatinthéo
Company's initial facility located in Torrance, Gadnia.

Second Amendment to Lease, dated October 1, 19%ndb
between the Company and Maricopa Enterprises, Ltd.,
relating to the Company's initial facility locatedTorrance,
California

Amendment to Lease, dated October 3, 1996, by atvdeer

the Company and Golkar Enterprises, Ltd. relating t
additional property in Torrance, Californ
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Incorporated by reference to Exhibit 10.3 to th67.9
Registration Statement.

Incorporated by reference to Exhibit 10.5 to theg.9
Registration Statement.

Incorporated by reference to Exhibit 10.3 to the4.9
Registration Statement.

Incorporated by reference to Exhibit 10.5 to th@7.9
Form 10-K.

Incorporated by reference to Exhibit 10.17 to the
December 31, 1996 Form 10-Q.

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

Amended and Restated Employment Agreement, datefl
September 1, 1995, by and between the Company a&hd |
Marks.

First Amendment to Amended and Restated Employmer
Agreement, dated as of April 1, 1997, by and betwtee
Company and Mel Mark:

Amended and Restated Employment Agreement, datefl
September 1, 1995, by and between the Company and
Richard Marks

First Amendment to Amended and Restated Employmer
Agreement, dated as of April 1, 1997, by and betwtee
Company and Richard Mark

Employment Agreement, dated as of February 1, 1994,
and between the Company and Steven K

First Amendment to Employment Agreement, datedfas ¢
September 1, 1995, by and between the Companytendri
Kratz.

Second Amendment to Employment Agreement, dated ¢
April 1, 1997, by and between the Company and $teve
Kratz.

Employment Agreement, dated as of March 1, 1994/
between the Company and Peter Bromb

First Amendment to Employment Agreement, datedfas c
September 1, 1995, by and between the Company eted |
Bromberg

Second Amendment to Employment Agreement, dated ¢
April 1, 1997, by and between the Company and Peter
Bromberg.

Employment Agreement, dated as of September 1,, 129¢
and between the Company and Eli Makow

Incorporated by reference to Exhibit 10.7 to the@3.9
Registration Statement.

Incorporated by reference to Exhibit 10.8 to the7.9
Form 10-K.

Incorporated by reference to Exhibit 10.8 to th@3.9
Registration Statement.

Incorporated by reference to Exhibit 10.10 to tA@7
Form 10-K.

Incorporated by reference to Exhibit 10.7 to the4.9
Registration Statemer

Incorporated by reference to Exhibit 10.12 to tA85L
Registration Statement.

Incorporated by reference to Exhibit 10.13 to ta@7L
Form 10-K.

Incorporated by reference to Exhibit 10.12 to tae4l
Registration Statemer
Incorporated by reference to Exhibit 10.12 to tA@3.

Registration Statement.

Incorporated by reference to Exhibit 10.16 to tA@7L
Form 10-K.

Incorporated by reference to Exhibit 10.13 to tA85
Registration Statemer



10.19

Employment Agreement, dated as of April 1, 1997abs
among MVR, Unijoh and Vincent Que
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Incorporated by reference to Exhibit 10.18 to th@7
Form 1(-K.

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

Form of Consulting Agreement, dated as of Septerhper
1995, by and between the Company and Selwyn ¢

Form of Employment Agreement, dated as of October 1
1997, by and between the Company and Karen Bre

Lease Agreement, dated March 28, 1995, by and leetwe
Company and Equitable Life Assurance Society of the
United States, relating to the Company's facilityated in
Nashville, Tennesse

Lease Agreement, dated September 19, 1995, byetne b
Golkar Enterprises, Ltd. and the Company relatmthée
Company's facility located in Nashville, Tennes:

Agreement and Plan of Reorganization, dated agof A,
1997, by and among the Company, Mel Marks, Richard
Marks and Vincent Quek relating to the acquisittdMMVR
and Unijoh.

Form of Indemnification Agreement for officers and
directors.

Employment Agreement, dated December 1, 1999, Oy a
between the Company and Anthony Sot

Consulting Agreement, dated December 1, 1999, by an
between the Company and Selwyn Jc

Employment Agreement, dated January 1, 2000, by and
between the Company and Richard Ma

Warrant to Purchase Common Stock, dated April RO02
by and between the Company and Wells Fargo Bank,
National Association

Investor Rights Agreement, dated April 20, 2000aby
between the Company and Wells Fargo Bank, National
Association

Second Amended and Restated Credit Agreement, tédg
31, 2001, by and between the Company and WellsoFarg
Bank, National Associatiol

Amendment No. 1 to Warrant, dated May 31, 2001aryqy

between the Company and Wells Fargo Bank, National
Association
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Incorporated by reference to Exhibit 10.14 to tA85
Registration Statemer

Incorporated by reference to Exhibit 10.20 to tB@7L
Registration Statemer

Incorporated by reference to Exhibit 10.11 to the
Company's Annual Report on Form 10-KSB for thedisc
year ended March 31, 19¢

Incorporated by reference to Exhibit 10.18 to tB@3.
Registration Statement.

Incorporated by reference to Exhibit 10.22 to tA871
Form 10-K.

Incorporated by reference to Exhibit 10.25 to tA@7
Registration Statemer

Incorporated by reference to Exhibit 10.26 to tB8210-
K.

Incorporated by reference to Exhibit 10.27 to tB8210-
K.

Incorporated by reference to Exhibit 10.28 to th8210-
K.

Incorporated by reference to Exhibit 10.29 to tB@210-
K.

Incorporated by reference to Exhibit 10.30 to th8210-
K.

Incorporated by reference to Exhibit 10.31 to tB8210-
K.

Incorporated by reference to Exhibit 10.32 to tB8210-
K.

10.33

Term Note, dated May 31, 2001, by and between the
Company and Wells Fargo Bank, National Associai

Incorporated by reference to Exhibit 10.33 to tB8210-
K.



10.34 Revolving Line of Credit Note, dated May 31, 20b¢,and Incorporated by reference to Exhibit 10.34 to th8210-
between Wells Fargo Bank, National Associat K.

10.35 Form of Third Amended and Restated Credit Agreemeni  Filed Herewith.
dated as of June 28, 2002 by and between the Congpah
Wells Fargo Bank, National Associatic

10.36 Form of Term Note, dated June 28, 2002 by the Compa Filed Herewith.
favor of Wells Fargo, National Associatic
10.37 Form of Reducing Revolving Line of Credit Note dhfiune  Filed Herewith.
28, 2002 by the Company in favor of Wells Fargotidiaal
Association.
10.38 Form of Agreement, dated June 5, 2002, by and lestulee Filed Herewith.
Company and SunTrust Bar
10.39 Form of Consulting Agreement, dated May 9, 2002ibgt Filed Herewith.
between the Company and Selwyn Jc
18.1 Preferability Letter to the Company from Grant Tifton Incorporated by reference to Exhibit 18.1 to th@22Q0-
LLP. K.
21.1 List of Subsidiaries. Incorporated by reference to Exhibit 21.1 to theg9

Registration Statemer
b. Reports on Form 8-K:
Current Report on Form 8-K, dated on May 2, 2002.
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SIGNATURES

Pursuant to the requirements of Sectiod)1&f the Securities Exchange Act of 1934, the Regit has duly caused this report to be
signed on its behalf by the undersigned, thereduatyp authorized.

MOTORCAR PARTS & ACCESSORIES, IN(

Dated: June 28, 2002 By: /s/ CHARLES W. YEAGLEY

Charles W. Yeagley
Chief Financial Officer, Vice President and Seane

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that eackrgon whose signature appears below constituteagpaints Anthony Souza t
true and lawful attorney-in-fact with full power séibstitution and resubstitution, for him or hed amhis or her name, place and stead, in any
and all capacities, to sign and all amendmentkisoReport on Form 10-K and to file same, witheathibits thereto, and other documents in
connection therewith, with the Securities and ExggaCommission, granting unto said attorney-in-faxt agents, and each of them, full
power and authority to do and perform each andyezetrand thing requisite and necessary to be gtoaed about the premises, as fully to all
intents and purposes as he or she might or couid gderson, hereby ratifying and confirming alltteaid attorney-in-fact and agent, or his
substitute or substitutes, may lawfully do or cateske done by virtue hereof.

Pursuant to the requirements of the Seearixchange Act of 1934, this Report on Form 1Rals been signed by the following persons
on behalf of the Registrant in the capacities amthe dates indicated:

/sl ANTHONY SOUZA Chief Executive Officer and Director (Principal Exgive



Officer)
Anthony Souz: June 28, 2002

s/ CHARLES YEAGLEY Chief Financial Officer (Principal Financial and dauinting

June 28, 2002

Charles Yeagle Officer)
/s/ SELWYN JOFFE

Director June 28, 2002
Selwyn Joffe
/s/ MEL MARKS

Director June 28, 2002
Mel Marks
/sl MURRAY ROSENZWEIG

Director June 28, 2002

Murray Rosenzwei
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

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

We have audited the accompanying conselidbilance sheets of Motorcar Parts & Accessdriesand Subsidiaries as of March 31,
2002 and 2001, and the related consolidated statsméoperations, shareholders' equity and castsffor each of the three years in the
period ended March 31, 2002. These consolidateshiial statements are the responsibility of the Gamy's management. Our responsibility
is to express an opinion on these financial statesngased on our audits.

We conducted our audits in accordance aiitliting standards generally accepted in the UrStates of America. Those standards
require that we plan and perform the audit to ebtagsonable assurance about whether the finastaiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disids in the financial statements.



audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial aspects, the consolidated financial
position of Motorcar Parts & Accessories, Inc. &ubsidiaries as of March 31, 2002 and 2001, anddhsolidated results of their operations

and their consolidated cash flows for each of kined years in the period ended March 31, 2002pmfiocmity with accounting principles
generally accepted in the United States of America.

We have also audited Schedule Il of MotoRarts and Accessories, Inc. and Subsidiariesdoh of the three years in the period ended

March 31, 2002. In our opinion, this schedule, whensidered in relation to the basic consolidatedlricial statements taken as whole,
presents fairly, in all material respects, the iinfation set forth therein.

/sl GRANT THORNTON, LLP

Los Angeles, California

June 7, 2002 [Except for Note G, as to which the daJune 25, 2002.]
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Item 1. Financial Statements.

PART IV—FINANCIAL INFORMATION

MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES

Consolidated Balance Sheets

March 31
2002 2001
ASSETS
Current Assets:
Cash and cash equivalents $ 92,000 $ 164,00(
Short term investmen 272,00( 191,00
Accounts receivable, net of allowance for doub#fttounts of $326,000 and $149,000 in 2002 and 2@8pectively 17,922,00 7,324,001
Inventory—net 34,270,00 35,209,00
Restricted deposit — 1,500,00!
Prepaid expenses and other current a 406,00( 659,00(
Total current asse 52,962,00 45,047,00
Plant and equipment—net 6,943,001 9,087,001
Deferred tax asst 6,250,001 3,250,001
Income tax refund receivable 3,409,001 2,445,001
Other assets 1,732,001 279,00(
$ 71,296,00 $ 60,108,00
]
LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Accounts payable $ 11,150,000 $ 7,216,001
Accrued liabilities 2,794,001 4,151,001
Line of credit 28,029,00 28,950,00
Accrued litigation settlement — 1,500,00!
Deferred compensation 272,00( 197,00
Other current liabilitie: 44,000 —
Current portion of capital lease obligatic 1,269,001 1,197,001
Total current liabilities 43,558,00 43,211,00



Capitalized lease obligations less current por 915,00( 2,099,00!
Deposit from shareholder — 1,500,00!
Commitments and Contingencies
SHAREHOLDERS' EQUITY
Preferred stock; par value $.01 per share, 5,000s6@res authorized; none issued — —
Series A junior participating preferred stock; rer palue, 20,000 shares authorized; None issued — —
Common stock; par value $.01 per share, 20,000s8@6es authorized; 7,960,455 and 6,460,455 sheseed and outstanding
March 31, 2002 and 2001, respectiv 80,00( 65,00(
Additional paid-in capital 53,126,00 51,281,00
Accumulated other comprehensive loss (112,000 (88,000
Accumulated defici (26,271,00) (37,960,00)
Total shareholders' equity 26,823,00 13,298,00
$ 71,296,00 $ 60,108,00
I I
The accompanying notes to consolidated financééstents are an integral part hereof
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MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
Year Ended March 31,
2002 2001 2000
Net Sales $ 172,040,00 $ 160,699,00 $ 194,293,00
Cost of Goods Sol 151,465,00 148,731,00 188,097,00
Gross Margir 20,575,00 11,968,00 6,196,00!
Operating Expense
General and administrati 7,203,00I 8,291,00I 11,832,00
Sales and marketir 1,167,00! 1,216,00! 1,864,00!
Litigation settlemen — 1,500,001 —
Restructuring expensi — 914,00( —
Research and developmt 552,00( 472,00( 714,00(
Provision for doubtful accoun 412,00( (36,000 321,00t
Total Operating Expens: 9,334,00I 12,357,00 14,731,00
Operating Income (Los! 11,241,00 (389,000 (8,535,001
Other Expense (Incom
Interest expens 3,582,001 3,771,001 3,227,001
Interest incom (26,000 (71,000 (47,000
Income (loss) before income taxes and cumulatiferebf
accounting chang 7,685,001 (4,089,00i) (11,715,00)
Income tax (expense) bene 4,004,001 (23,000 1,173,001
Income (loss) before cumulative effect of accountthange 11,689,00 (4,102,00i) (10,542,00)
Cumulative effect of accounting char — — (17,702,00)
Net income (loss $ 11,689,00 $ (4,102,000 $ (28,244,00)

Basic income (loss) per share before cumulativecefif accountin



change $ 1.61 (0.63) $ (1.63)
Diluted income (loss) per share before cumulatiiece of
accounting chang $ 1.51 (0.6 $ (1.69)
Cumulative effect of accounting char — — $ (2.79)
Basic income (loss) per she $ 1.61 (0.6%) $ (4.37)
Diluted income (loss) per shs $ 1.51 (0.69 $ (4.37)
Weighted average shares outstand
Basic 7,253,601 6,460,45! 6,460,45!
Diluted 7,765,95! 6,460,45! 6,460,45!
The accompanying notes to consolidated financiéstents are an integral part hereof
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MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES
Consolidated Statement of Shareholders' Equity
For the years ended March 31, 2002, 2001 and 2000
Common Stock Accumulated
Additional Other
Paid-in Comprehensive Accumulated Comprehensive
Shares Amount Capital Loss Deficit Total Income (Loss)
Balance at April 1, 199 6,460,45! $ 65,00( $ 51,281,000 $ (72,000 $ (5,614,00) $ 45,660,00
Foreign currency translation — — — 2,00( — 2,00C $ 2,00(
Unrealized loss on Investmer — — — (25,000 — (25,000 (25,000
Net loss — — — — (28,244,00) (28,244,00) (28,244,00)
Comprehensive Loss $ (28,267,00)
I
Balance at March 31, 2000 6,460,45! 65,00( 51,281,00 (95,000 (33,858,00) 17,393,00!
Foreign currency translatic — — — 2,00( — 2,00C $ 2,00(
Unrealized gain on Investmer — — — 5,00( — 5,00( 5,00(
Net loss — — — — (4,102,001 (4,102,001 (4,102,001
Comprehensive Los $ (4,095,001
I
Balance at March 31, 20( 6,460,45! 65,00( 51,281,00 (88,000 (37,960,00) 13,298,00!
Sale of Stock 1,500,001 15,00( 1,485,001 — — 1,500,001
Stock Warrants Re-priced 360,00( — — 360,00(
Foreign currency translation — — — (34,000 — (34,000 $ (34,000
Unrealized gain on Investmer — — — 10,00( — 10,00( 10,00(
Net Income — — — — 11,689,00 11,689,00! 7,689,001
Comprehensive Income $ 7,665,001
I
Balance at March 31, 2002 7,960,45! $ 80,00( $ 53,126,000 $ (112,000 $ (26,271,00) $ 26,823,00

The accompanying notes to consolidated financééstents are an integral part het



MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Cash flows from operating activitie
Net income (loss

Adjustments to reconcile net income (loss) to reshc
Provided by (used in) operating activities:
Depreciation and amortization
Provision for doubtful accounts
Cumulative effect of accounting change
Provision for litigation settlement
Loss on disposal of assets
Stock warrants re-priced
Changes in:
Accounts receivable
Inventory
Income tax refund receivable
Deferred tax asset
Restricted deposit
Prepaid expenses and other current assets
Other assets
Accounts payable
Deferred compensation
Accrued liabilities
Other liabilities

Net cash provided by (used in) operating activi

Cash flows from investing activitie
Purchase of property, plant and equipment

Purchase of investments
Liquidation of investments

Net cash used in investing activiti

Cash flows from financing activitie

Borrowings under the line of crec
Payments under the line of credit

Advance from major shareholder
Payment on capital lease obligation

Net cash (used in) provided by financing activi

Effect of translation adjustment on c¢

Net (decrease) increase in cash and cash equis
Cash and cash equivale—beginning of yea

Cash and cash equivale—end of yea

Year Ended March 31,

2002 2001 2000
$ 11,689,00 $ (4,102,00) $ (28,244,00)
2,889,001 2,971,001 3,011,001
412,00 (36,000 321,00
— — 17,702,00
— 1,500,001 —
11,00( 176,00 —
360,00 — —
(11,010,00) 7,975,001 (3,964,00))
939,00( 1,037,001 14,389,00
(964,000) 1,214,001 768,00
(3,000,001 — —
— (1,500,001) —
253,00( (346,000 137,00
(1,453,001 69,00 657,00
3,934,001 (2,286,001 (8,743,001
75,00( (37,000 (843,00
(1,357,001 308,00( (851,000)
44,00( — —
2,822,001 6,943,001 (5,660,00()
(756,000) (726,000 (1,184,001
(81,000 — —
— 38,00( 721,00
(837,000 (688,000) (463,00()
49,820,00 44,050,00 54,385,00
(50,741,00) (51,761,00) (46,947,00)
— 1,500,001 —
(1,112,00) (1,005,001 (1,139,001
(2,033,001 (7,216,001 6,299,001
(24,000 2,00( 2,00(
(72,000 (959,000 178,00
164,001 1,123,001 945,00
$ 92,000 $ 164,001 1,123,001
| | |



Supplemental disclosures of cash flow informat
Cash paid during the year for:

Interest $ 2,678,74¢ $ 3,490,000 $ 3,081,001

Income taxes $ 1,000 $ 50C $ 50C
Non-cash investing and financing activities:

Property acquired under capital lease $ 103,000 $ 133,000 $ 767,00(

Capital stock issued for cash received in FY 2001 $ 1,500,001 — —

The accompanying notes to consolidated financééstents are an integral part hereof
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MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2002, 2001 AND 2000

Note A—Company Background

Motorcar Parts & Accessories, Inc. anditbsidiaries (the "Company") remanufacture andidige alternators and starters and
assembles and distributes spark plug wire seth&automotive after-market industry (replacememtspsold for use on vehicles after initial
purchase). These automotive parts are sold to atearetail chain stores and warehouse distrilsutioroughout the United States, Canada,
and Mexico, as well as after-market alternatorsstaders to a major automotive manufacturer.

The Company obtains used alternators artess, commonly known as cores, primarily fronciistomers (retailers) as trade-ins and by
purchasing them from vendors (core brokers). Thadlees 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, warehousing and shipping/receiving openatfor alternators and starters in,
California, Singapore and Malaysia. Assembly openatfor spark plug wire sets are performed in foatia and Malaysia, while purchasing
operations are headquartered in Tennessee.

Note B—Summary of Significant Accounting Policies

1. Principles of consolidation

The accompanying consolidated financial statemiaentade the accounts of Motorcar Parts & Accessotiec and its wholly
owned subsidiaries, MVR Ltd. Pte. and Unijoh Ltte.RAll significant inter-company accounts and sactions have been
eliminated.

2. Cash Equivalents

The Company considers all highly liquid investmgmischased with an original maturity of three mandh less to be cash
equivalents.

3. Accounts Receivable

The allowance for doubtful accounts is developesktaipon several factors including clients' crgddlity, historical writeoff
experience and any known specific issues or disputech exist as of the balance sheet date.

4. 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 determineddomparison to core broker prices. The Companyiges an allowance for
potentially excess and obsolete inventory based byiorical usage. Inventory costs include maltama core components,
labor and overhead.

5. Income Taxe:



The Company accounts for income taxes in accordaitbeStatement of Financial Accounting Standaf@&-@AS") No. 109,
"Accounting for Income Taxes" which requires the v$the liability method of accounting for incon@xes. The liability
method measures deferred income taxes by applyiacgted statutory rates in effect at the balancetstee to the differences
between the tax base of assets and liabilitieslegid reported amounts in the financial statemerite. resulting asset or
liability is adjusted to reflect changes in the tax
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laws as they occur. A valuation allowance is predidgainst deferred tax assets when their estinnatdidation is uncertain.
Depreciation and Amortization

Plant and equipment are stated at cost, less adatedwlepreciation and amortization. The cost ditaahs and improvements
are capitalized, while maintenance and repairelkageged to expense when incurred. Depreciatioraamattization are
provided on a straight-line basis in amounts sigfitto relate the cost of depreciable assets ¢évadipns over their estimated
service lives, which range from three to ten yelessehold improvements are amortized over the lbféhe respective leases
or the service lives of the leasehold improvementschever is shorter. Accelerated depreciationho@s are used for tax
purposes.

Foreign Currency Translation

For financial reporting purposes, the functionakency of the foreign subsidiaries is the localreacy. The assets and
liabilities of foreign operations are translatedtest exchange rate in effect at the balance statet d@hile revenues and
expenses are translated at average exchange usiteg the year. The accumulated foreign currenagdiation adjustment is
presented as a component of other comprehensise los

Revenue Recognition

The Company recognizes revenue when performantieeb@ompany is complete. Revenue is recognized wherfi the
following criteria are met according to SAB 1@Revenue Recognition :

. Persuasive evidence of an arrangement exists,

. Delivery has occurred or services have been reddere
. The seller's price to the buyer is fixed or dete@bie,

. Collectibility is reasonably assured.

For products shipped free-on-board ("FOB") shipgnint, revenue is recognized on the date of shipinter products
shipped FOB destination, revenues are recognizeditys after date of shipment. Revenue is recodraethe "unit value",
representing the remanufactured value-added pomlas the "core value", representing the assigtaduake of the core.

Income (loss) Per Share

Basic income (loss) per share is computed by digidihe net income or (loss) by the weighted-averageber of shares of
common stock outstanding during the period. Dillitebme (loss) per share includes the effect, yf &énom the potential
exercise or conversion of securities, such as stptibns and warrants, which would result in trsu&nce of incremental sha
of common stock including the re-pricing of warmthich occurred in fiscal 2002. Diluted loss peare for years ended
March 31, 2001 and March 31, 2000, does not incthdesffect of 653,875 options outstanding at M&th2001, nor the
effect of 684,750 options outstanding at MarchZI0, as they were anti-dilutive.
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The following represents a reconciliation of baaid diluted net income per share.

March 31

2002 2001 2000



10.

Net income $ 11,689,00 $ (4,102,000 $  (28,244,00)

Basic share 7,253,601 6,460,45! 6,460,45!
Effect of dilutive options and warrants 512,35: 0 0
Diluted share: 7,765,95! 6,460,45! 6,460,45!
Net income per common sha
Basic $ 161 $ 0.69 $ (1.69)
Diluted $ 151 $ (0.6 $ (4.37)

The effect of dilutive options and warrants exclidpproximately 457,875 antidilutive options wiktegcise prices ranging
from $2.875 to $9.13 per share in 2002, 653,87&lalitive options with exercise prices ranging fré®.93 to $19.13 per she
in 2001, and 684,750 antidilutive options with exee prices ranging from $2.50 to $19.13 per shm2800.

Use of Estimates

The preparation of consolidated financial statesmé@ntonformity with generally accepted accountinigciples requires
management to make estimates and assumptiondfittthe reported amounts of assets and liatslgied disclosure of
contingent assets and liabilities at the date effittencial statement. Actual results could differm those estimates.

Under the terms of certain agreements with itsasusts and industry practice, the Company's custefn@m time to time are
allowed stock adjustments when the inventory lefelertain product lines exceed the anticipatedllef sales to end-user
customers. These adjustments are made when thed@yrapcepts into inventory these customers' ovekstavhich do not
occur at any specific time during the year. Dueunent and expected changes in customer retuntigea, in the fourth
quarter of fiscal 2001, the Company began to pm¥id a monthly allowance to address the anticgpatgact of stock
adjustments. During the fiscal year 2002, the Camgxpensed $898,000 in cost of goods sold andcesbithe stock
adjustment reserve by $513,530 for stock adjustsndiite allowance for stock adjustments was $609%0@0$225,000 as of
March 31, 2002 and 2001 respectively. The allowgradiey is reviewed quarterly looking back at dirgj 12 months to
determine if the monthly accrual should be adjusted

The Company provides for potential excess and ebsahventory based upon historical usage and @ugts life cycle. This
reserve account decreased in fiscal 2002 by $428r0én $3,874,000 in fiscal year 2001 to $3,451,00fiscal year 2002.
This decrease was due to the increased qualityeahtventory on hand and the continued focus oessafl obsolete inventory.

The Company adjusts the value of cores in threesw@y when purchases constitute 25% or more afitifyaon hand, then a
weighted average cost is applied, (2) cores natgba by the above method are adjusted every sixhaday obtaining core
broker prices. All cores that have a 35% or gretiee difference are adjusted, and (3) a valuatiserve has been set up for
those cores not adjusted by the above policies fHsierve is based upon on life cycle for coreézbofears. This reserve
account decreased in fiscal year 2002 by $110,@00 $379,000 in fiscal year 2001 to $264,000 indi®2002. This decrease
was principally the result of the Company contimuio decrease its core inventory by selling andgang cores.
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11.

12.

Financial Instruments

The carrying amounts of cash and cash equivalshtsi-term investments, accounts receivable, adsquayable, accrued
liabilities and debt approximate their fair valugedo the short-term nature of these instrumeriis.carrying amounts of long-
term receivables and other long-term liabilitiepraximate their fair value based on current ratesristruments with similar
characteristics.

Stock-Based Compensation

The Company accounts for its stock-based emploge®ensation using the intrinsic value method pikedrby Accounting
Principles Board Opinion No. 25 ("APB No. 25"), "éaunting for Stock Issued to Employees". Undermtavisions of APB
No. 25, compensation cost for stock options is mestsas the excess, if any, of the quoted markes pf the Company's
common stock at the date of the grant over the aten employee must pay to acquire the stock. SNASL23, "Accounting
for Stock-Based Compensation”, encourages, but mlme®quire, companies to record compensationfoostock-based
employee compensation under a fair value basedaneithe Company discloses the pro-forma effectatrintome (loss) and
per share amounts had the fair value based methan lised to measure compensal



13. Credit Risk

Substantially all of the Company's sales are tditepautomotive parts retailers. Credit risk widlspect to trade accounts
receivable is limited due to the Company's creditieation process and the nature of its customers.

14. Deferred Compensation Plan

The Company has a deferred compensation plan ftaicenanagement. The plan allows participantseferdsalary, bonuses
and commission. The assets of the plan are heldrust and are subject to the claims of the Coryipageneral creditors under
federal and state laws in the event of insolve@mnsequently, the trust qualifies as a Rabbi firshcome tax purposes. The
plan's assets consist primarily of mutual funds amedclassified as "available for sale”. The inwvesits are recorded at market
value with any unrealized gain or loss recordedthsr comprehensive loss in shareholders' equifju#iments to the deferred
compensation obligation are recorded in operatimgeeses.

15. Comprehensive Loss

Statement of Financial Accounting Standards No, 1B@porting Comprehensive Income", establisheddsteds for the
reporting and display of comprehensive income édamponents in a full set of general purposenfired statements.
Comprehensive income is defined as the changeuityeduring a period resulting from transactionsl ather events and
circumstances from non-owner sources. The Compasytesented comprehensive income (loss) on thedidated
Statement of Shareholders' Equity.

Note C—Realization of Assets

The accompanying consolidated financiaksteents have been prepared in conformity with gelyeaccepted accounting principles,
which contemplate continuation of the Company geiag concern. However, the Company has signifipaniding investigations (see
Note O). Management is actively pursuing resolutibthe pending investigations. Although there bamo assurance as to the fut
financial impact from these matters on the Compamgnagement believes that it will be able to comelthese matters in a reasonable period.
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Note D—Inventory

Core and raw materials inventory is staethe lower of cost or market. The Company deteesithe market value of cores based on
consideration of current core broker prices. Sualhas are normally less than the core value crediteustomers' accounts when cores are
returned to the Company as trade-ifénished goods costs include core, raw materiabmn, overhead and freight. An allowance for
obsolescence is provided to reduce the carryingeval inventory to its estimated market value.

Inventory is comprised of the followingharch 31:

2002 2001

Raw materials and cor: $ 23,292,000 $ 23,619,00
Work-in-process 1,286,00! 1,195,00I
Finished good 13,407,00 14,648,00
37,985,00 39,462,00

Less allowance for excess and obsolete inver (3,715,001 (4,253,001
Total $ 34,270,000 $ 35,209,00

Effective April 1, 1999, the Company chathgleeir method of valuing inventory and recordedimulative effect of accounting change
of $17,702,000, which is reflected in the March 3000 Consolidated Statement of Operatir



Note E—Plant and Equipment

Plant and equipment, at cost, are as fallatvMarch 31.:

2002 2001

Machinery and equipme $ 11,949,00 $ 11,703,00
Office equipment and fixture 5,031,001 4,697,001
Leasehold improvemen 2,782,001 2,630,001
19,762,00 19,030,00

Less accumulated depreciation and amortize (12,819,00) (9,943,00i)
Total $ 6,943,000 $ 9,087,001

Note F—Capital Lease Obligations

The Company leases various types of machiewed computer equipment under agreements acabéortas capital leases. The cost and
accumulated amortization of capital lease assetsded in plant and equipment was $5,979,000 arsD$3000, respectively, at March 31,
2002 and $5,877,000 and $2,596,000, respectivéjaath 31, 2001.
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Future minimum lease payments at Marct2802 for the capital leases are as follows:

Year Ending March 31

2003 $ 1,384,00I

2004 823,00(

2005 82,00(

2006 40,00(

2007 2,00¢

Total minimum lease paymer 2,331,001
Less amount representing inter (147,000
Present value of future minimum lease payn 2,184,001
Less current portio (1,269,001

$ 915,00(

Note G—Line of Credit and Term Loan

The Company has a credit agreement withnk lexpiring on June 28, 2002. The credit agreemmentides for a revolving line of credit
facility of up to $24,750,000 and an $8,000,00@ntéran. Currently, $1,384,300 of the loan is resdrgue to the issuance of standby letters
of credit for Worker's Compensation Insurance. @im®unts available under the line of credit facititg also limited to 75% of Eligible
Accounts Receivable and 80% of Appraised Net Ragovalue of inventory, as defined in the May 3102@Gmended and restated credit
agreement. The line of credit facility and the terate provide for interest rates of 1.75% and 2.0@%4pectively, above the bank's prime rate
(4.75% at April 30, 2002). Each quarter, the spsestibve the bank's prime rate can be reduced $64land 2.00%, respectively, and
increased to 2.75% and 3.00%, respectively, depgngbon changes in the ratio of the Company's fdmi#bt to cash flow. The spreads
above the bank's prime rate have been reducedBfy dbie to the settlement of the class action law8ui March 31, 2002 the interest rates
for the line of credit facility and the term loaragv6.50% and 6.75% respective



In connection with the execution of the N@BO, 2000 amended and restated credit agreerien€ompany issued the bank a warrant to
purchase 400,000 shares of the Company's commok at@n exercise price of $2.045 per share. Imection with the execution of the
May 31, 2001 second amended and restated crediéimgnt, the exercise price of the warrant was estitec$.01 per share, and the Comg
recognized an expense of $360,000.

On June 25, 2002, the Company and the bgréed to extend the credit agreement to ApriPB03. The new agreement calls for a
restructuring fee of 3% or $982,500 fully earnedt, dnly $327,500 or a 1% fee is payable at closlig balance of this restructuring fee of
$655,000 is deferred until December 15, 2002. thitbe term loan of $8,000,000 and the line of itredility of $24,750,000 are fully repaid
before December 15, 2002, then the unpaid restingtéee of $655,000 will be waived. The term Igaovides for principal reduction
payments on the 18 0of every month of $500,000 each for June 2002 gindDctober 2002; $750,000 each for November aneber of
2002; $1,000,000 in January 2003 and $1,500,000 fead-ebruary 2003 through April 2003. In additiéi,000,000 of the April 2003
payment is to be applied to the line of creditlfacand both loans provide a 1.5% per annum committ for on the unused portion, which is
payable monthly.

The bank loan agreement includes variquanitial conditions, including minimum levels of ntioly and 12-month cash flow, monthly
net operating income (and maximum levels of any net
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operating loss), tangible net worth and gross saled a number of restrictive covenants, incluginghibitions against additional
indebtedness, payment of dividends, pledge of asset capital expenditures in excess of $1,500y0@8y 12-month period. If the Company
is in default with any of its financial reportingl@mations, the bank has the option of increasigapplicable line of credit margin and the
applicable term loan margin at 3.00% and 3.25%peetively, and the option to apply the defaultiagt rate margin of 4% above the then-
prevailing rate until such default is cured.

Note H—Stock Adjustments

Stock adjustments are allowed under thagesf certain Company agreements or in accordaitbeivdustry practice. Customer's reqt
stock adjustments when the inventory level of ¢enpaoduct lines exceeds their anticipated salesl! @ their end-user customers.

Due to current and expected changes iromestreturn patterns, the Company now providedlawance for anticipated stock
adjustments. The costs associated with stock ad@rgs are charged against this allowance. The afiow is reviewed quarterly looking back
at a rolling 12 months, together with customer inpu determine if the allowance should be adjustég: Company has recorded an
allowance of $609,000 and $225,000 at March 31220@ 2001, respectively.

Note |—Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss ctseisthe following at March 31.:

2002 2001

Foreign currency translatic $ (81,000 $ (68,000
Unrealized losses on investme (31,000 (20,000
$ (112,000 $ (88,000

Note J—Employment Agreements and Bonus Plan

The Company has employment agreementsk@ittemployees, expiring at various dates througlide 1, 2004. The employment
agreements provide for annual base salaries aggrgdd,025,000. In addition, some of these empdsygere granted options pursuant to
Company's stock option plans for the purchase 8f&® shares of common stock at exercise pricagmgrirom $0.93 to $3.15 per share.

One such employment agreement providethéoemployee to receive an amount equal to thneestihe annual base salary of $300,000
if the employee voluntarily terminates the agreenfiengood reason. Good reason is defined by tlceroence of any one of a number of
circumstances after a change in control of the Gomp

The Company has a bonus plan for certaipl@yees. The majority of bonuses are calculatesl garcentage of net income before ta



ranging from 1.0% to 6.67% of this amount. The [zopercentage varies according to the percentageaise in earnings before income taxes
and other predetermined parameters. The bonukdorear ended March 31, 2002 and 2001 was $1,682)00 $168,000 respectively.

Note K—Commitments

The Company leases office and warehousktitzcin California and Tennessee under operal@ages expiring through 2007. Certain
leases contain escalation clauses for real esta¢s tand
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operating expenses. At March 31, 2002, the remgifuiture minimum rental payments under the abowaiing leases are as follows:

Year ending March 31,

2003 $ 1,143,001
2004 1,132,001
2005 1,132,001
2006 1,132,001
2007 1,132,001

$ 5,671,00

During fiscal years 2002, 2001 and 2008,@ompany incurred lease expenses of $1,497,0088&000 and $1,541,000, respectively.

Note L—Major Customers

The Company's three largest customers ateduor the following total percentage of accourtsivable and sales for the fiscal year
ended:

2002 2001 2000
Net Sales 86% 69% 59%
Accounts Receivabl 75% 73% 76%

Note M—Income Taxes

The income tax benefit (expense), for tearg ended March 31, 2002, 2001 and 2000 is asvsill

2002 2001 2000
Current tax benefit (expens
Federal $ 1,004,000 $ — $ 1,173,001
State — (13,000 —
Total current tax benefit (expense) 1,004,001 (23,000 1,173,00!
Deferred tax benef
Federal 2,610,001 — —
State 390,00( — —
Total deferred tax benefit 3,000,00! —_ —
Total income tax benefit (expens $ 4,004,000 $ (23,000 $ 1,173,00!
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Deferred income taxes consist of the foltayat March 31:

2002 2001
Assets
Net operating loss cal-forwards $ 3,542,000 $ 4,389,00!
Inventory valuatior 5,619,001 5,827,001
Inventory accounting method char 5,066,001 6,777,001
Allowance for bad debi 475,00( 495,00(
Inventory capitalizatiol 43,00( 57,00(
Vacation pay 180,00( 205,00(
Accrued professional fet — 817,00(
Deferred compensatic 107,00( 77,00(
Accrued bonu: 310,00t —
Other 5,00( 74,00(
15,347,00 18,718,00
e —
Liabilities
Accelerated depreciatic (848,000 (1,248,00i)
Net deferred tax asse $ 14,499,000 $ 17,470,00
Less: valuation allowance (8,249,00i) (14,220,00)
$ 6,250,000 $ 3,250,00!

The Company has reduced the valuation allme for deferred tax assets by $5,971,000 in 2A0Rlarch 31, 2002, the Company had
federal and state net operating loss carry forwaf&¥,264,000 and $20,528,000, respectively, whkigtire in varying amounts through
2020. Realization of the deferred tax assets igmggnt upon the Company's ability to generateaefft future taxable income. Management
believes that it is more likely than not that ftdaxable income will be sufficient to realize tieeorded deferred tax assets, net of the
valuation allowance at March 31, 2002. Future téxairome is based on management's forecast dfithiee operating results of the
Company, and there can no assurance that suchsraslibe achieved. Management continually reviewsh forecasts in comparison with
actual results. In the event management deterntfirsésufficient future taxable income may not beegated to fully realize the net deferred
tax assets, the Company will adjust the valuatimwance.

The Job Creation and Work Assistance A@GS2 (the "Act") was passed by Congress and tigered by the President on March 9,
2002. One of the provisions of the Act extendsddwey-back period five years for losses arisingears ending during 2001 and 2002. Under
the new tax law, the Company is entitled to a &fxmd from the extended carry-back for approxinya$dl,000,000.
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The difference between the income tax egpert the federal statutory rate and the Compaffgstive tax rate is as follows:



2002 2001

Statutory federal income tax re 34% (34)%
State income tax ra 5% (5)%
Change in tax lav (13)% —
Valuation allowanct (78)% 39%
(52% —%

Note N—Stock Options

In January 1994, the Company adopted t8d Bock Option Plan (the "1994 Plan"), under whiakas authorized to issue non-
qualified stock options and incentive stock optitm&ey employees, directors and consultants tolage up to an aggregate of 720,000
shares of the Company's common stock. The ternvestithg period of options granted is determined lmpmmittee of the Board of Direct:
with a term not to exceed ten years.

In June 1998, the 1994 Plan was amendaatitease the authorized number of shares issug@8t®00. As of March 31, 2002, there
were 748,875 options outstanding under the 1994 &ta 5,875 options were available for grant.

In August 1995, the Company adopted the-Bloployee Director Stock Option Plan (the "DirestBtan") which provides for the
granting of options to directors to purchase a wtd 5,000 shares of the Company's common stopkio@s to purchase 15,000 shares have
been granted under the Director's Plan as of Mat¢t2002.

In September 1997, the Company adopted86 Stock Option Plan (the "1996 Plan"), underohtii is authorized to issue non-
qualified stock options and incentive stock optitm&ey employees, consultants and directors tohase a total of 30,000 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. Options to purchase 3&/0@&s have been granted under the 1996 PlanMaroi 31, 2002.
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Summary of stock option transactions ifolews:
Weighted Average
Number of Shares Exercise Price
Outstanding at 3/31/¢ 587,75( $ 12.1¢
Granted 185,000 $ 3.1z
Exercisec 0 $ 0
Forfeited (88,500 $ 12.1¢
Outstanding at 3/31/C 684,25( $ 9.71
Grantec 31,00 $ 0.9¢
Exercisec 0 $ 0
Forfeited (61,87H $ 11.41
Outstanding at 3/31/C 653,37 $ 9.1¢€

Granted 591,50 $ 2.6%



Exercisec 0 $ 0

Cancellec (451,000 $ 11.2¢
Outstanding at 3/31/C 793,87 % 2.87
I

The following table summarizes, informatatyout the options outstanding at March 31, 2002:

Options Outstanding Options Exercisable

Weighted Average

Weighted
Average
Remaining Exercise
Range of Exercise Prices Shares Exercise Price Life in Years Shares Price
$ 093t0$ 1.2 186,00( $ 1.0¢€ 9.24 186,00( $ 1.0¢€
$220t0% 3.1 586,00( $ 3.0z 9.17 586,00( $ 3.0z
$ 8.13to $11.8 10,50¢( $ 9.9¢ 4.63 10,50C $ 9.9¢
$12.00 to $19.1 11,37¢ $ 17.4% 5.20 11,37¢ $ 17.4i
793,87! 793,87!
— —

The Company applies APB Opinion No. 25énaunting for its Plan and, accordingly, no compios cost has been recognized for its
stock options in the consolidated financial statetsieHad the Company determined compensation esstcbon the fair value at the grant
for its stock options under SFAS No. 123, the Comyfsanet income for the year ended March 31, 20@Pnet
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loss for the years ended March 31, 2001 and 20@0dAmave been adjusted to the pro forma amountsatet! below:

2002 2001 2000
Net Income / (Loss]

Pro forma $ 10,663,00 $ (4,152,000 $ (28,703,00)
As reportec 11,689,00 (4,102,001 (28,244,00)
Basic income / (loss) per sh—pro forma 1.47 (0.69) (4.49
Basic income / (loss) per sh—as reportel 1.61 (0.69) (4.37)
Dilutive income / (loss) per she—pro forma 1.37 (0.69) (4.49
Dilutive income / (loss) per she—as reportel 1.51 (0.63) (4.37)

Under SFAS No. 123, compensation cost fitioas granted is recognized over the vesting pefille compensation cost included in the
pro forma amounts above represents the cost agsoei@h options granted during 1996 through 2002.

Note O—Litigation

The Company has settled the class actiwadi that had been filed against the Companyénihited States District Court, Central
District of California, Western Division. The claastion lawsuit alleged that, over a four-year geduring 1996 to 1999, the Company
misstated earnings in violation of securities lauWsder the terms of the settlement agreement,|&ss action plaintiffs will receive
$7,500,000. Of this amount, the Company's direcarsofficer's insurance carrier paid $6,000,000the Company has paid the balance.
Final approval of this settlement was entered @wart Records on September 18, 2001 and all pdréies exchanged releases in connection
with this settlement.

To finance the Company's portion of théleetent, the Company and Mel Marks, the Compamylader and a board member, entered
into a stock purchase agreement. Under the tertissofigreement, Mr. Marks purchased shares oEtmpany's common stock as of
September 19, 2001. The total purchase price #osthick was $1,500,000. The price per share w&$Ihe valuation firm that the
Company engaged to render a fairness opinion sftthhsaction concluded that this price per sha® fair to the Company's shareholders,
from a financial point of view. For purposes ofsthietermination, the fairness of the transactios ealuated as of November 30, 2000,



date that Mr. Marks agreed to provide $1,500,00Bi¢0Company to finance a portion of the classactettlement. On that date, the
Company did not have the resources to pay thetigooof the settlement from cash flow from operai@nd was required to raise these fu
from an external source.

On January 20, 2000, the Securities andh&xge Commission issued a formal order of investigavith respect to the Company. In t
order, the SEC authorized an investigation intopagnother things; the accuracy of the financiabinfation previously filed with the
Commission and potential deficiencies in the Compfsarecords and system of internal control. The $&€stigation is proceeding. There
can be no assurance with respect to the outcortie GEC's investigation. The United States Attos@jffice for the Central District of
California is conducting a similar investigation.

In addition, the Company has not filed anber of periodic reports that it is obligated e finder the Securities Exchange Act of 1934.
However, the Company is current with all of itsegng to the SEC for the past 12 months. The SE&@nare of this failure and has remin
the Company that it has the authority to revokeuspend the Company's registration under the Siesuixchange Act of 1934 as a result of
this failure, which SEC action would prevent saléthe Company's common stock through broker/dsaler
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The Company is subject to various otheslsitg and claims in the normal course of busindssiagement does not believe that the
outcome of these matters will have a material estveffect on its financial position or future réswf operations.

Note P—Related Party Transactions

The Company has entered into consultingegents with two of the members of its Board oEBliors, Mssrs. Selwyn Joffe and Mel
Marks.

In August 2000, the Company's Board of Clives agreed to engage Mr. Mel Marks to providesadting services to the Company.
Mr. Marks is paid an annual consulting fee of $2B0, per year. The Company can terminate this aeraegt at any time.

Effective December 1, 1999, the Compangretinto a consulting agreement with Mr. Selwyfie]dhe Chairman of the Board of the
Company, pursuant to which he has been retainactassultant to provide oversight, managementiegfimand other advisory services to
Company. The consulting agreement was schedulegigioe on June 1, 2001 but has been extended hyatragreement through June 1,
2003 and provides for annual compensation to MfeJon the amount of $160,000. As additional corsadion for the consulting services,
Mr. Joffe was granted an option to purchase 40gb@0es of the Company's Common Stock pursuanet@timpany's 1994 Stock Option
Plan. Of these options, 20,000 options were exatéson the date of grant and the remaining 20gp@i@ns were fully vested on the first
anniversary of the date of grant. The options tevexercise price of $2.20 per share and expir€l@nyears after the grant date.

Mr. Joffe and the Company entered intoddlitional consulting services agreement dated &dayf 9, 2002, providing for Mr. Joffe to
assist the Company in considering and pursuingnpiatdransactions and relationships intended twaene stockholder value. In connection
with this arrangement, the Company has agreedytd/fraJoffe $10,000 per month for one year and I%e value of any transactions,
which close by the second anniversary of the ageagntess any monthly fees, paid.
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Note Q—Unaudited Quarterly Financial Data

The following summarizes selected quarténgncial data for the fiscal year ended MarchZ&102:

First Second Third Fourth

FY 2002 Quarter Quarter Quarter Quarter
Net Sales $ 42,251,000 $ 49,229,00 $ 38,837,000 $ 41,723,00
Cost of Goods Sol 37,670,00 42,851,00 35,084,00 35,860,00
Gross Margir 4,581,001 6,378,001 3,753,001 5,863,00!

Operating Expense
General and administrative expen 2,042,001 2,204,001 1,251,00! 2,118,001



Sales and marketir
Research and developmt

Total Operating Expens

Operating Income / (Los:
Interest expens— net

Income / (Loss) Before Income Taxes and

Cumulative
Income tax (expense) bene

Net Income
Basic income per sha

Diluted income per shai

Significant 4™ Quarter Adjustments:

Creation and Work Assistance Act of 2002.

280,00( 262,00 268,00( 357,00
113,00( 158,00( 128,00( 153,00(
2,435,001 2,624,001 1,647,001 2,628,001
2,146,001 3,754,001 2,106,001 3,235,001
1,237,001 954,00( 806,00 559,00
909,00( 2,800,001 1,300,001 2,676,001

(1,000) — — 4,005,001

$ 908,000 $ 2,800,000 $ 1,300,000 $ 6,681,001

] ] ] |

$ 014 $ 04z $ 0.1€ $ 0.84

$ 01¢ $ 0.4C $ 0.1t $ 0.7¢
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The Company's fiscal year 2002 operating resuwdre impacted by the Company's recording
of a $3,000,000 tax benefit in the fourth quartiliszal 2002 associated with its net operatingéssin prior years and the passage of the Job

The following summarizes selected quarténgncial data for the fiscal year ended MarchZ101:

First Second Third Fourth
FY 2001 Quarter Quarter Quarter Quarter
Net Sale: $ 41,401,00 $ 43,964,000 $ 38,969,000 $ 36,365,00
Cost of Goods Sol 37,569,00 40,263,00 35,365,000 35,534,00
Gross Margir 3,832,00I 3,701,00! 3,604,001 831,00(
Operating Expense
General and administrative expen 2,086,001 1,724,001 2,304,001 2,177,001
Sales and marketir 318,00( 276,00( 270,00( 352,00(
Litigation settlemen — — 1,500,001 o
Restructuring expensi — — — 914,00(
Research and developmt 148,00( 118,00( 97,00( 109,00(
Provision for doubtful accoun — — — (36,000
Total Operating Expens: 2,552,001 2,118,001 4,171,001 3,516,00!
Operating Income / (Los: 1,280,00! 1,583,00! (567,000 (2,685,001
Interest expens— net 1,002,00i 1,017,001 957,00( 724,00(
Income / (Loss) Before Income Taxes and
Cumulative 278,00( 566,00( (1,524,001 (3,409,001
Income tax (expense) bene — — — (23,000
Net Income $ 278,000 $ 566,000 $ (1,524,000 $ (3,422,00i)
I I I I
Basic and diluted income (loss) per st $ 0.04 $ 0.0¢ $ 0.29 $ (0.53)
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Schedule ll—Valuation and Qualifying Accounts

Accounts Receivable—Bad Debt Allowance

Charged to
Balance at (Recovery) Balance at
For the Year Beginning Bad Debts Accounts End of
Ended March 31 Description of Period Expense Written Off Period
2002 Accounts receivable allowan: 149,00( 412,00( 235,00( 326,00(
2001 Accounts receivable allowan: 319,00t (36,000 134,00( 149,00(
2000 Accounts receivable allowan: 231,00t 321,00( 233,00( 319,00t
Inventory
Balance at
For the Year Beginning Reserve Charged Inventory Balance at End
Ended March 31 Description of Period to Income Written Off of Period
2002 Allowance for 4,253,001 1,440,00! 1,978,00! 3,715,00!
obsolescenc
2001 Allowance for 5,256,001 316,00( 1,319,00! 4,253,001
obsolescenc
2000 Allowance for 8,428,00! 1,556,00! 4,728,001 5,256,00!
obsolescenc
F-21

QuickLinks

PART I

Item 1. Business.
Item 2. Properties.

Item 3. Legal Proceedings.
Item 4. Submission of Matters to a Vote of Securbiders.

PART Il

Item 5. Market for Registrant's Common Equity arela®ed Stockholder Matters.
Item 6. Selected Financial Data.

Item 7. Management's Discussion and Analysis o@iiréial Condition and Results of Operations.
ltem 7A. Quantitative and Qualitative Disclosurdsofit Market Risk.
Item 8. Financial Statements and Supplementary.Data

Item 9. Changes in and Disagreements with Accotsitam Accounting and Financial Disclosure.

PART IlI

Item 10. Directors and Executive Officers of thegR&ant.

Item 11. Directors Compensation and Executive @ffic

Item 12. Security Ownership of Certain Beneficiali@@rs and Management

Item 13. Certain Relationships and Related Traiwmas



PART IV
Item 14. Exhibits, Financial Statement SchedulesR@ports on Form 8-K.

SIGNATURES

POWER OF ATTORNEY

CONTENTS

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
PART IV—FINANCIAL INFORMATION

Iltem 1. Financial Statements.

Consolidated Balance Sheets

Consolidated Statements of Operations

Consolidated Statement of Shareholders' Equity
Consolidated Statements of Cash Flows

NOTES TO CONSOLIDATED FINANCIAL STATEMENT?

Note A—Company Background
Note B—Summary of Significant Accounting Policies
Note C—Realization of Assets

Note D—Inventory

Note E—Plant and Equipment

Note F—Capital Lease Obligations

Note G—Line of Credit and Term Loan

Note H—Stock Adjustments

Note |I—Accumulated Other Comprehensive Loss
Note J—Employment Agreements and Bonus Plan
Note K—Commitments

Note L—Major Customers

Note M—Income Taxes

Note N—Stock Options
Note O—Litigation
Note P—Related Party Transactions

Note Q—Unaudited Quarterly Financial Data
Schedule [I—Valuation and Qualifying Accounts

QuickLinks-- Click here to rapidly navigate through this domnt

Exhibit 10.35

THIRD AMENDED AND RESTATED
CREDIT AGREEMENT

THIS THIRD AMENDED AND RESTATED CREDIT AGREMENT (as amended, modified, supplemented or redtfiom time to
time, this "Agreement”) is entered into as of JABe2002 by and between MOTORCAR PARTS & ACCESSGRIRC., a New York
corporation ("Borrower"), and WELLS FARGO BANK, NAONAL ASSOCIATION ("Bank").

RECITALS

A. Borrower is currently indebted to Bgmursuant to the terms of that certain Second Ataedrand Restated Credit Agreement
between Borrower and Bank dated as of May 31, Z88hmended, the "Prior Credit Agreement").

B. Borrower is indebted to Bank under tlrms of the Prior Credit Agreement for (i) aliof credit (the "Prior Line of Credit"), which
is evidenced by that certain Revolving Line of Grétbte dated April 30, 2002 in the maximum priraigmount of Twenty-Four Million
Seven Hundred Fifty Thousand Dollars ($24,750,000(the "Prior Line of Credit Note"), and (ii) arte loan (the "Term Loan"), which is
evidenced by that certain Term Note dated AprilZI)2 in the principal amount of Nine Million Dolta($9,000,000.00) (the "Prior Tel



Note").

C. Borrower has requested that Bankrektee maturity date of its obligations under thieiPCredit Agreement and amend and restate
certain other terms of the Prior Credit Agreemant Bank has consented to such request on the &eminsubject to the conditions set forth
herein.

NOW, THEREFORE, for valuable consideratithe receipt and sufficiency of which are herebynaeviedged, Bank and Borrower
hereby agree as follows; provided, however, thétting herein shall terminate any security integestvarrant granted in favor of Bank and
such security interests and warrants shall renmafali force and effect:

ARTICLE |
THE CREDITS

SECTION 1.1 LINE OF CREDIT.

(a) Lineof Credit . Subject to the terms and conditions of this Agreet, Bank hereby agrees to make advances to Berrfoam time
to time up to April 30, 2003, not to exceed at &ime the aggregate principal amount of Twenty-Rdilion Seven Hundred Fifty Thousand
Dollars ($24,750,000.00) (the "Line of Credit").& proceeds of the Line of Credit shall be usedyd&de Borrower's general corporate and
working capital requirements and shall in no evEnused to pay any fine levied by the SecuritiesEexchange Commission or any other
governmental agency or authority. Borrower's oltiagato repay advances under the Line of Credill fleaevidenced by a promissory note
substantially in the form dExhibit A attached hereto ("Line of Credit Note"), all terafswvhich are incorporated herein by this reference

(b) Limitation on Borrowings . Outstanding borrowings under the Line of Creita maximum of the principal amount set forth alov
shall not at any time exceed an aggregate of ygrag-five percent (75.0%) of Borrower's Eligible@unts Receivable (as defined below),
plus (ii) the lesser of (A) $14,000,000, and (B) eighgrcent (80.0%) of the Appraised Net Recovery Véhsedefined below) of Borrower's
inventory. The amount calculated pursuant to tleeguling sentence is referred to herein as the 8Bamg Base". All of the foregoing shall
determined by Bank upon receipt and review of alliateral reports required hereunder and such atbeaments and collateral informatior
Bank may from time to time require. Borrower ackiexges that the Borrowing Base was
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established by Bank with the understanding thtitdfe at any time exists any other matters, eveaotsjitions or contingencies which Bank
reasonably believes may affect payment of any @oiif Borrower's accounts, Bank, in its sole disere may reduce the foregoing advance
rate against Eligible Accounts Receivable to a @atage appropriate to reflect additional dilutiowlfr establish additional reserves against
Borrower's Eligible Accounts Receivable.

As used herein, "Eligible Accounts Receledlshall consist solely of trade accounts cre@tatie ordinary course of Borrower's
business, net of all (x) returned goods authorati and (y) allowances for warranties, and upoitlwBorrower's right to receive payment is
absolute and not contingent upon the fulfillmenany condition whatsoever, and in which Bank hperéected security interest of first
priority, and shall not include:

(i) any account which remains unpaid enthian sixty (60) days past the due date thereof;

(ii) that portion of any account for whitthere exists any right of setoff (including depssioans and warranties), defense or
discount (except regular discounts allowed in tttenary course of business to promote prompt payywerfor which any defense or
counterclaim has been asserted;

(iii) any account which represents angpdiion of any state or municipal government orhef t/nited States government or any
political subdivision thereof (except accounts vihiepresent obligations of the United States gawent and for which the
assignment provisions of the Federal Assignmeglaiims Act, as amended or recodified from timernwet have been complied with
to Bank's satisfaction);

(iv) any account which represents an @ligjn of an account debtor located in a foreignnéiguother than an account debtor
located in the Canadian provinces of Alberta, BhitColumbia, Manitoba, Ontario, Saskatchewan olvihieon Territory so long as, in
Bank's determination, such Canadian jurisdicti@t®gnize Bank's first priority security interestind right to collect such account as
a consequence of any security agreements and Ui@@sfin favor of Bank and except to the extent angh account, in Bank's
determination, is supported by a letter of credinsured under a policy of foreign credit insur@nio each case in form, substance
issued by a party acceptable to Bank;

(v) any account which arises from the salease to or performance of services for, oraggnts an obligation of, an employ



director, affiliate, partner, member, parent orssdiary of Borrower;
(vi) that portion of any account which regents interim or progress billings or retentigits on the part of the account debtor;

(vii) any account which represents an dailimn of any account debtor when twenty percen¥(26r more of Borrower's accout
from such account debtor are not eligible purstaiif) above;

(viii)that portion of any account from accaunt debtor which represents the amount by wlBminower's total accounts from si
account debtor exceeds twenty-five percent (25%8asfower's total accountprovided , however , that this limitation shall not apply
to any accounts owing by AutoZone so long as tiéoseinsecured debt rating of AutoZone, Inc. byn8tad & Poor's (a division of
the McGraw-Hills Companies) is BBB- or betterd such rating by Moody's Investors Service is BaaBatter; and

(ix) any account deemed ineligible by Bavtien Bank, in its sole discretion, deems the tnexithiness or financial condition
the account debtor, or the industry in which thecaat debtor is engaged, to be unsatisfactory.
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As used herein, "Appraised Net Recoveryugabf Borrower's inventory shall mean the amoefiected as the "net recovery value" of
Borrower's inventory in the most recent quartedpraisal of inventory (performed by the Great Aroani Group or another appraiser
acceptable to Bank) required pursuant to Sectibh.4.

(c) Letter of Credit Subfeature . As a subfeature under the Line of Credit, Banleag from time to time during the term thereofstuie
or cause to be issued standby letters of credihdaccount of Borrower (each, a "Letter of Credlitd collectively, "Letters of Credit") to
provide credit support for Borrower's workmen's pamsation obligationgrovided , however , that the form and substance of each Letter of
Credit shall be subject to approval by Bank, irsitée discretion; anpgrovided , further , that the aggregate undrawn amount of all outégnd
Letters of Credit shall not at any time exceed ®filéon Six Hundred Thousand Dollars ($1,600,000.00n March 31, 2003, any Letter of
Credit with an expiry date subsequent to April 3003 shall be fully cash collateralized. The undrasnount of all Letters of Credit shall be
reserved under the Line of Credit and shall nadvmElable for borrowings thereunder. Each LetteCrddit shall be subject to the additional
terms and conditions of the Letter of Credit Agreatand related documents, if any, required by Bardonnection with the issuance ther
(each, a "Letter of Credit Agreement" and collegliyy "Letter of Credit Agreements"). Each draftgpby Bank under a Letter of Credit shall
be deemed an advance under the Line of Creditlzatite repaid by Borrower in accordance with #rens and conditions of this Agreem:
applicable to such advancespvided , however , that if advances under the Line of Credit areawatilable, for any reason, at the time any
draft is paid by Bank, then Borrower shall immeeligipay to Bank the full amount of such draft, tihge with interest thereon from the date
such amount is paid by Bank to the date such anisdully repaid by Borrower, at the rate of interapplicable to advances under the Line
of Credit. In such event Borrower agrees that Bamks sole discretion, may debit any demand digasount maintained by Borrower with
Bank for the amount of any such draft.

(d) Borrowing and Repayment . Borrower may from time to time during the termtloé Line of Credit borrow, partially or wholly rap
its outstanding borrowings, and reborrow, subjedlt of the limitations, terms and conditions @ned herein or in the Line of Credit Note;
provided , however , that the total outstanding borrowings under threelof Credit shall not at any time exceed the mmaxn principal amount
available thereunder, as set forth above. The ipahamount of the Line of Credit outstanding shwlrepaid in accordance with the
provisions of the Line of Credit Note.

SECTION 1.2 TERM LOAN.

(&) TermLoan . Subject to the terms and conditions of this Agreet, Bank hereby agrees to make a loan to Borrowthe principal
amount of Eight Million Dollars ($8,000,000.00) ¢fim Loan"), the proceeds of which shall be usedyémeral corporate and working cap
purposes of Borroweprovided that no portion of the Term Loan shall be usedap gny fine levied by the Securities and Exchange
Commission or any other governmental agency oraityh Borrower shall repay the outstanding priratipalance of the Term Note at the
times and in the amounts set forth in the Term NBterower's obligation to repay the Term Loan kbalevidenced by a promissory note
substantially in the form dExhibit B attached hereto ("Term Note"), all terms of which imcorporated herein by this reference.

(b) Repayment . The principal amount of the Term Loan shall bgard in accordance with the provisions of the Té&tote.
(c) Prepayment . Borrower may prepay principal on the Term Loaarat time, in any amount and without penalty.

3




SECTION 1.3 INTEREST/FEES.

(a) Interest . Subject to Section 1.3(b), the outstanding ppakbalance of the Line of Credit Note shall bederiest at a per annum rate
equal to the Prime Rapus One and Three-Quarters Percent (1.75%). Subjed¢ttion 1.3(b), the outstanding principal balarfche Term
Note shall bear interest at a per annum rate dqubk Prime Ratplus Two Percent (2.00%). "Prime Rate" shall mean attang the rate of
interest most recently announced within Bank apiitscipal office as its Prime Rate, with the urelanding that the Prime Rate is one of
Bank's base rates and serves as the basis upoh efféctive rates of interest are calculated fosthloans making reference thereto, and is
evidenced by the recording thereof in such intepudlication or publications as Bank may designaseh change in the rate of interest shall
become effective on the date each Prime Rate charmgmounced within Bank.

(b) Default Interest . From and after the maturity date of the Line oédit Note and/or the Term Note, or such earli¢e @de all
principal owing under such note becomes due andipaypy acceleration or otherwise, the outstantaignce 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.

(c) Computation and Payment . Interest shall be computed on the basis of ad3§Oyear, actual days elapsed. Interest shall babba
on the Line of Credit and on the Term Loan on trst Business Day of each month, commencing JURD0?2. As used herein, the term
"Business Day" shall mean any day other than ar@ayu Sunday or other day on which commercial bamkzalifornia are authorized or
required by law to close.

(d) Restructuring Fee. Borrower shall pay to Bank a restructuring feaado three percent (3.00%) of the sum of the lah€redit ant
the Term Loan ($982,500.00) all of which shall bkyfearned and non-refundable on the Closing Datee-third of the restructuring fee
($327,500.00) shall be paid in cash on the CloBiatg. The other twthirds of the restructuring fee ($655,000.00) shalfully earned on th
Closing Date, but shall be payable on DecembeR@82;provided that if the Term Loan is repaid in full, the Line@redit is repaid in full
and terminated and all other fees and expensebues®able to Bank pursuant to this Agreement agd#rer Loan Document have been
paid in full prior to such date, then the portidrte restructuring fee due on December 15, 20@# bk waived by Bank.

(e) Unused Commitment Fee. Borrower shall pay to Bank a fee equal to one@methalf percent (1.50%) per annum (computed en th
basis of a 360-day year, actual days elapsed)@aubarage daily unused amount of the Line of Cieégardless of the amount of the
Borrowing Base or any limitations on borrowing unttee Line of Credit based on the amount of ther®@ing Base), which fee shall be
calculated on a monthly basis by Bank and shatiuseand payable by Borrower in arrears on the usiness day of the following month.

(f) Letter of Credit Fees. Borrower shall pay to Bank (i) fees upon the &ste of each Letter of Credit equal to three per(00%)
per annum (computed on the basis of a 360-day gearal days elapsed) of the face amount theredf(i§ fees upon the payment or
negotiation of each draft under any Letter of Gradd fees upon the occurrence of any other agtivith respect to any Letter of Credit
(including without limitation, the transfer, ameneim or cancellation of any Letter of Credit) detaved in accordance with Bank's standard
fees and charges then in effect for such activity.

SECTION 1.4 MANDATORY PREPAYMENTS AND FBMANENT COMMITMENT REDUCTIONS. Borrower shall pay the
Line of Credit on any date on which the outstandiatance of the Line of Credit plus the face amairall Letters of Credit outstanding
exceeds the Borrowing Base. Borrower shall prepayCGredits from time to time in an amount equairie hundred percent (100%) of (i) the
net proceeds of any sales by Borrower of assetsdeuthe ordinary

course of business, (ii) the net proceeds of aby deequity issuance by Borrower, (iii) the nebqgeeds of any insurance payment receive
Borrower, and (iv) any and all local, state, oreieal tax refunds received by Borrower from timeitee. Each prepayment of the Credits
required by the preceding sentence shall firstdpdied to payments due under the Term Loan inrkierse order of maturity, and thereafter
shall be applied to the outstanding principal bed¢aof the Line of Credit. Prepayments of the Ceeslitall not reduce the mandatory monthly
payments required by the following sentence. Boetoshall prepay the Credits on each date set batibw (or if any such day is not a
Business Day, then on the next Business Day ther@&ly the amount set forth opposite such date:

Date Amount

July 15, 200z 500,00(
August 15, 200: 500,00(
September 15, 20( 500,00t
October 15, 200 500,00(

November 15, 200 750,00(



December 15, 200 750,00(

January 15, 200 1,000,00!
February 15, 200 1,500,00!
March 15, 200 1,500,00!
April 15, 2003 1,500,00!

Each prepayment required by the preceding sentralebe applied to payments due under the Ternm iroéhe direct order of maturity, and
thereafter shall be applied to the outstandingogpad balance of the Line of Credit. On the dat #imy repayment under the Line of Credit is
required pursuant to this Section 1.4, the Lin€dit shall be permanently reduced by a correspgraimount.

SECTION 1.5 COLLECTION OF PAYMENTS. oBower authorizes Bank to collect all principaligrest and fees due under any
Loan Document (as defined below) by charging Boedsvdemand deposit account number 4608-043691Bamitk, or any other demand
deposit account maintained by Borrower with Baok,the full amount thereof. Should there be insidfit funds in any such demand deposit
account to pay all such sums when due, the fulllarhof such deficiency shall be immediately due pagable by Borrower. Borrower
authorizes Bank to (a) apply all amounts on depositich account at the close of each businessoddne outstanding balance of the Line of
Credit, and (b) make advances under the Line ofliCadter the close of business each businessrdayg amount equal to any overdraft
reflected with respect to such demand deposit attcprovided , that Borrower acknowledges and agrees that angrea described in this
clause (b) shall be subject to all of the terms @ntlitions applicable to advances under the Linéredit set forth in this Agreement and the
other Loan Documents.

SECTION 1.6 COLLATERAL. As securitgrfall indebtedness of Borrower to Bank or TradelBsubject hereto, Borrower hereby
re-affirms its prior grant to Bank and Trade Baffils@curity interests of first priority in all Bonmer's accounts, other rights to payment,
general intangibles, inventory and equipment. Athe foregoing shall be evidenced by and subjetié¢ terms of such security agreements,
financing statements, deeds of trust and otherrdeats as Bank or Trade Bank shall reasonably regalirin form and substance satisfact
to Bank (and, as appropriate, Trade Bank). Borrasheatl reimburse Bank and Trade Bank immediatelynupemand for all costs and
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expenses incurred by Bank or Trade Bank in conmetith any of the foregoing security, includingiaut limitation, filing and recording
fees and costs of appraisals and audits.

SECTION 1.7 CONSENT TO VENDOR PAYMENT BBRAM. Bank hereby consents to the sale of attsoreceivable owed by
AutoZone, Inc. to Borrower on the terms and subjet¢he conditions set forth in that certain Congggreement among Borrower, Bank and
SunTrust Bank ("SunTrust") attached heret&dsbit F (the "Vendor Payment Programy,ovided that all proceeds of the Vendor Payment
Program shall be paid directly to Bank by SunTtadBorrower's account number 4169611266 with Bamkapplication to the Line of Cred
andprovided , further , that Bank's consent to sales of accounts recleil®bBorrower to SunTrust shall terminate on tadiest of (a) any
payment default under this Agreement, (b) any defaxder Section 5.9 of this Agreement, and (cyteen (14) calendar days after the
occurrence of any other Event of Default under figseement that has not been cured by Borrowerawved by Bank. Payments made to
Bank pursuant to this Section 1.7 shall not reisudt reduction of the Line of Credit.

SECTION 1.8 CERTAIN LOAN DOCUMENTS SUPERDED. As of the Closing Date, the Prior Crédjteement shall be
deemed to have been amended and restated iniretebly this Agreement, the Prior Line of Credibtd and the Prior Term Note shall be
amended and restated in their entirety by the binéredit Note and the Term Note, respectively, tralindebtedness evidenced by the Prior
Revolving Note and the Prior Term Note shall beleniced first by the Term Note, and then, to themf the remaining principal amount
outstanding thereunder, by the Line of Credit N@the extent that the Prior Credit Agreement fates for costs, expenses, fees and
indemnities in favor of Bank, Borrower promiseg#y all such costs, expenses, fees and indemnities.

ARTICLE II
REPRESENTATIONS AND WARRANTIES

Borrower makes the following representagiand warranties to Bank, which representationsaarcanties shall survive the executior
this Agreement and shall continue in full force afiict until the full and final payment, and skcdion and discharge, of all obligations of
Borrower to Bank subject to this Agreement.

SECTION 2.1 LEGAL STATUS. Borrowerdascorporation, duly organized and existing angdad standing under the laws of the
state of New York, and is qualified or licensedltobusiness (and is in good standing as a foregmocation, if applicable) in all jurisdictiol
in which such qualification or licensing is requirer in which the failure to so qualify or to belsmnsed could have a material adverse e



on Borrower.

SECTION 2.2 AUTHORIZATION AND VALIDITY. This Agreement, the Line of Credit Note, therféMote, and each other
document, contract and instrument required herela any time hereafter delivered to Bank in cotioecherewith (collectively, the "Loan
Documents") have been duly authorized, and updnéiecution and delivery in accordance with thevsions hereof will constitute legal,
valid and binding agreements and obligations ofr@eer or the party which executes the same, erdtiledn accordance with their
respective terms. The Certificate of Incumbencyveedd to Bank in connection with the First Amenditi® the Prior Credit Agreement
remains true and correct as of the date of thiségrent, and the officers of Borrower identifiedirch Certificate of Incumbency are duly
authorized by all necessary corporate action taueethis Agreement and each other Loan Documelng &xecuted and delivered in
connection herewith.

SECTION 2.3 NO VIOLATION. The exeauti delivery and performance by Borrower of eacthefLoan Documents do not viol
any provision of any law or regulation, or contrageny provision of the Articles of IncorporationBy-Laws 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 pending, or to the best of Borrower's knowledgedtened, actions, claims, investigatic
suits or proceedings by or before any governmenttiority, arbitrator, court or administrative aggmvhich could have a material adverse
effect on the financial condition or operation airBwer other than those disclosed by BorroweraalBin writing prior to the date hereof.

SECTION 2.5 CORRECTNESS OF FINANCIAL STBMENT. The financial statements of BorrowerathMarch 31, 2002, a true
copy of which has been delivered by Borrower tolBgaror to the date hereof, (a) is complete andemirand presents fairly the financial
condition of Borrower, (b) discloses all liabilii®f Borrower that are required to be reflectedeserved against under generally accepted
accounting principles, whether liquidated or uniétpied, fixed or contingent, and (c) has been pexban accordance with generally accepted
accounting principles consistently applied. Siteedate of such financial statement there has beenaterial adverse change in the financial
condition of Borrower, nor has Borrower mortgagelédged, granted a security interest in or otherwiscumbered any of its assets or
properties except in favor of Bank or as discloged&chedule 5.2.

SECTION 2.6 INCOME TAX RETURNS. Bower has no knowledge of any pending assessmeatdjustments of its income tax
payable with respect to any year which would reisuétny obligation to pay additional taxes.

SECTION 2.7 NO SUBORDINATION. Thererio agreement, indenture, contract or instruneewttich Borrower is a party or by
which Borrower may be bound that requires the sdibation in right of payment of any of Borrowerlsligations subject to this Agreemen
any other obligation of Borrower.

SECTION 2.8 PERMITS, FRANCHISES. Bmwer possesses, and will hereafter possess, atlifgeconsents, approvals, franchises
and licenses required and rights to all trademarade names, patents, and fictitious names, if a@gessary to enable it to conduct the
business in which it is now engaged in complianith applicable law.

SECTION 2.9 ERISA. Borrower is in cpliance in all material respects with all appli@ptovisions of the Employee Retirement
Income Security Act of 1974, as amended or recedifiom time to time ("ERISA"); Borrower has nobkdted any provision of any defined
employee pension benefit plan (as defined in ERISAtained 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 acdegteounting principles.

SECTION 2.10 OTHER OBLIGATIONS. Bower is not in default on any obligation for borra@oney, any purchase money
obligation or any other material lease, commitmeahtract, instrument or obligation.

SECTION 2.11 ENVIRONMENTAL MATTERS. xgept as disclosed by Borrower to Bank in writingopto the date hereof,
Borrower is in compliance in all material respegtth all applicable federal or state environmenitazardous waste, health and safety
statutes, and any rules or regulations adoptedipatghereto, which govern or affect any of Borroeperations and/or properties, incluc
without limitation, the Comprehensive EnvironmerRalsponse, Compensation and Liability Act of 1988,Superfund Amendments and
Reauthorization Act of 1986, the Federal Resoura@es€rvation and Recovery Act of 1976, and the Fddaxic Substances Control Act, as
any of the same may be amended, modified or suggrited from time to time. None of the operation8ofrower is the subject of any
federal or state investigation evaluating whethmsr @medial action involving a material expenditi'r@eeded to respond to a release of any
toxic or hazardous waste or



substance into the environment. Borrower has neni@hcontingent liability in connection with anglease of any toxic or hazardous wast
substance into the environment.

ARTICLE Il
CONDITIONS

SECTION 3.1. CONDITIONS OF INITIAL EXTEBION OF CREDIT. This Agreement shall becomeaiie as of the date first
written above provided that all of the followingratitions are fulfilled to Bank's satisfaction onbmfore June 28, 2002:

(a) Approval of Bank Counsel . All legal matters incidental to the granting efch of the credits described in Article | shall be
satisfactory to Bank's counsel.

(b) Documentation . Bank shall have received, in form and substaatisfactory to Bank, each of the following, dulyeexted:
(i) This Agreement, the Line of Credibtd, and the Term Note.

(i) A Corporate Borrowing Resolution aresolutions of the Board of Directors of Borrowppeoving the execution and
delivery of this Agreement and the execution arld/elgy of the Letter of Understanding (as defineddw) and all related
documentation with respect to the Vendor Paymeogam.

(iii) Such other documents as Bank or €&adnk may require under any other Section ofAlgiseement.

(c) Financial Condition . There shall have been no material adverse chasgigtermined by Bank, in the financial conditborbusines
of Borrower, nor any material decline, as determibg Bank, in the market value of any collatergjuieed hereunder or a substantial or
material portion of the assets of Borrower.

(d) Insurance . Borrower shall have delivered to Bank evidencasfirance coverage on all Borrower's propertyoim, substance,
amounts, covering risks and issued by companiésfaztory to Bank, and where required by Bank, wigs payable endorsements in favc
Bank.

(e) Restructuring Fee; Reimbursement of Expenses . Borrower shall have paid Bank the portion of thstructuring fee required to be
paid on the Closing Date as described in Sectid(d)L.Borrower shall reimburse Bank for all feessts and expenses (including without
limitation the allocated cost of in-house coungal all audit and appraisal fees) incurred by Ban&annection with the negotiation of
documentation of the transaction described hemgihimthe other Loan Documents not later than 3aly2002.

The date on which all such conditions hiagen satisfied (or waived by Bank in its sole éifon) and the initial extension of credit is
made by Bank hereunder is referred to herein a&Glosing Date".

SECTION 3.2 CONDITIONS OF EACH EXTENSIGDF CREDIT. The obligation of Bank to make eagtension of credit
requested by Borrower hereunder shall be subjetietdulfillment to Bank's satisfaction of eachtloé following conditions:

(&) Compliance. The representations and warranties containedrhanel in each of the other Loan Documents shaffumon 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 nmaaiedoas of each such date, and on each sucmdaient of Default as defined herein,
and no condition, event or act which with the givif notice or the passage of time or both woulastitute such an Event of Default, shall
have occurred and be continuing or shall exist.

(b) Documentation . Bank shall have received all additional documertteeh may be required in connection with such esien of
credit.

ARTICLE IV
AFFIRMATIVE COVENANTS

Borrower covenants that so long as Bankaiesmcommitted to extend credit to Borrower pursimemeto, or any liabilities (wheth



direct or contingent, liquidated or unliquidatedBmrrower to Bank under any of the Loan Documeatsain outstanding, and until payment
in full of all obligations of Borrower subject héoe Borrower shall, unless Bank otherwise consemtgriting:

SECTION 4.1 PUNCTUAL PAYMENTS. Punatly pay all principal, interest, fees or othebilidies due under any of the Loan
Documents at the times and place and in the mapesified therein.

SECTION 4.2 ACCOUNTING RECORDS. Maiimt adequate books and records in accordance weitbrglly accepted accounting
principles consistently applied, and permit anyrespntative of Bank, at any reasonable time, tpeics audit and examine such books and
records, to make copies of the same, and to inspegiroperties of Borrower.

SECTION 4.3 FINANCIAL STATEMENTS AND INBRMATION. Provide to Bank all of the following) form and detalil
satisfactory to Bank:

(a) not later than June 30, 2002, BorrésMeéorm 10-K for the fiscal year ended March 31028s filed with the Securities and
Exchange Commission (the "SEC"), and financiaksteents of Borrower, audited by independent cedtifigblic accountants acceptable to
Bank, to include a balance sheet, income stateamehstatement of cash flows and all footnotes;

(b) not later than 45 days after and amefend of each fiscal quarter, Borrower's Fora@Q1as filed with the SEC;

(c) not later than 30 days after the ehelach month, monthly financial statements of Baen including a balance sheet as of the end
of such month and an income statement and statesheash flows for such month and for the fiscaryto-date (to include a narrative
explaining the reasons for any variances from ttogeletions (as defined below)), together with aydzddmpleted Compliance Certificate
substantially in the form dExhibit C executed by the Chief Financial Officer or Prestd#rBorrower (and accompanying calculations imf
and substance satisfactory to Bank);

(d) not later than Wednesday of each clleweek, a cash forecast for Borrower by weekHerthirteen week period beginning of the
first day of the next calendar week together wlith actual cash flows for the preceding week, a @sispn of such cash flows to the most
recent cash forecast and an explanation of anyriakt@riances;

(e) not later than 20 days after and ab®@#end of each month beginning with the monttirendune 30, 2002, a Borrowing Base
Certificate substantially in the form &khibit D , together with an inventory collateral report,aared listing of accounts receivable and
accounts payable, and a reconciliation of accoamts,immediately upon each request from Bank talithe names and addresses of all
Borrower's account debtors;

() not later than 9:00 a.m. on eachifess day, a Collateral Activity Report substahtial the form ofExhibit E , in each case to
Collateral Administration as provided $ction 7.2 ;

(g) on the same business day on whichrimétion is received by Borrower from SunTrust parguto Section 3(b) of the Letter of
Understanding and Agreement to be entered intodstvunTrust and Borrower (the "Letter of Undeditagl) substantially in the form
attached hereto &sxhibit G, any such information received by e-mail shalfdr&arded to Bank by e-mail and any such
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information provided by a means other than e-ntaillde provided to Bank by a facsimile transmissio each case to Collateral
Administration as provided iBection 7.2 ;

(h) contemporaneously with each annualrandthly financial statement of Borrower requireadby, a certificate of the President or
Chief Financial Officer of Borrower that said fir@al statements are accurate and that there exadEvent of Default nor any condition, act
or event which with the giving of notice or the gage of time or both would constitute an Event efailt;

(i) not later than July 31, 2002, a @edte of Incumbency executed by Borrower;

()) within five business days of recdigtBorrower and in any event not later than Sep&m30, 2002, the management letter prepared
by Borrower's independent certified public accontgan connection with their audit for the fiscalay ended March 31, 2002;

(k) promptly, and in any event within fibeisiness days after Borrower has knowledge theae@port describing any material
development in connection with the pending invedtan by the SEC and Department of Justice (inalydioth favorable and unfavorable
developments); and

() from time to time such other infortivam as Bank may reasonably requ



SECTION 4.4 COMPLIANCE. Preserve amaintain all licenses, permits, governmental apaigwights, privileges and franchises
necessary for the conduct of its business; and owith the provisions of all documents pursuanttch Borrower is organized and/or
which govern Borrower's continued existence anth wie requirements of all laws, rules, regulatiand orders of any governmental authc
applicable to Borrower and/or its business.

SECTION 4.5 INSURANCE. Maintain angelp in force insurance of the types and in amaozugtomarily carried in lines of
business similar to that of Borrower, including bot limited to fire, extended coverage, publidiidy, flood, property damage and workers'
compensation, with all such insurance carried witinpanies and in amounts satisfactory to Bank dafider to Bank from time to time at
Bank's request schedules setting forth all inswgdhen in effect.

SECTION 4.6 FACILITIES. Keep all prenpies useful or necessary to Borrower's busimegead repair and condition, and from
time to time make necessary repairs, renewals gpidaements thereto so that such properties sadlilly and efficiently preserved and
maintained.

SECTION 4.7 TAXES AND OTHER LIABILITIES. Pay and discharge when due any and all indebssj obligations, assessments
and taxes, both real or personal, including witHonitation federal and state income taxes andestatl local 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 giveotice in writing to Bank of (a) any litigation paing or threatened against Borrower
with a claim in excess of $100,000.00, and (b)ténms of any modifications to the settlement of papding or threatened litigation and the
proposed source of funding for any such settlement.
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SECTION 4.9 FINANCIAL CONDITION. Matain Borrower's financial condition as follows ugigenerally accepted accounting
principles consistently applied and used consiltavith prior practices (except to the extent maatifby the definitions herein):

(a) Quarterly EBITDA, calculated as of thet day of each fiscal quarter beginning withfikeal quarter ending June 30, 2002, shal
be less than the amount specified for such fiseafter below:

Fiscal Quarter Minimum EBITDA
April 1, 2002 to June 30, 20( $ 2,500,001
July 1, 2002 to September 30, 2( $ 3,000,001
October 1, 2002 to December 31, 2( $ 2,500,001
January 1, 2003 to March 31, 2C $ 2,000,001

"EBITDA" shall refer to Borrower's net incomglus in each case to the extent deducted to arrivetdahoeme, interest expense, taxes,
depreciation expense and amortization expense.

(b) Net Operating Income/(Loss), calcudad@ a monthly basis beginning with the month egdinne 30, 2002, shall never be more
10% less than (in the case of income) or 10% grélada (in the case of loss) the amount of incooss/feflected in the Projections for such
month;provided , however , that if in any given month Borrower's Net Opergtincome/(Loss) does vary more than such permit@8d
variance from the Projections for such month, Baeoshall not be in default under this provisiori@ay as the sum of Borrower's Net
Operating Income/(Loss) for such month when combinih that of the immediately preceding month ithim such permitted 10% variance
from the Projections for such two-month period. t®@perating Income/(Loss)" as used herein shallmadiancome (not including any
interest income) before deducting interest expansktaxes. "Projections” as used herein shall rtre@se certain financial projections for the
fiscal year ending March 31, 2003 prepared by Beeroand delivered to Bank, a copy of which arechita hereto aBxhibit H .

(c) Gross sales, calculated on a monthidbeginning with the month ending June 30, 2602ll never be less than 90% of the am
of gross sales reflected in the Projections fohsaonth;provided , however , that if in any given month Borrower's gross saesless than
90% of gross sales as reflected in the Projecfimnsuch month, Borrower shall not be in defaull@nthis provision so long as the sum of
Borrower's gross sales for such month when combivitdthat of the immediately two preceding monithat least 90% of the gross sales
reflected in the Projections for such three-morghqul.

(d) Minimum Tangible Net Worth not at atiiye less than the sum of (i) $22,500,000@s (ii) as of each month end from and after
March 31, 2002, an amount equal to 50% of Borrasvagt income after taxes for such month. "TandidéWorth" is defined as the
aggregate of total stockholders' eqiplus subordinated delminus any intangible asseminus any noi-cash deferred tax benefit, up t



maximum amount of $3,000,000.
(e) Stock adjustments for the fiscal yeaaling March 31, 2003 shall not exceed $900,0Dd@O00 units.
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() Maximum Funded Debt to Adjusted EBIA Ratio, calculated as of the last day of eactdligjuarter beginning with the quarter
ending June 30, 2002, less than or equal to tiesat forth opposite such date below:

June 30, 200 less than or equal to 3.
September 30, 20( less than or equal to 3.!
December 31, 200 less than or equal to 3.
March 31, 200: less than or equal to 3.(

"Funded Debt" shall mean all indebtedness of Boerosutstanding on any date of determination, indgdapitalized leases, standby letters
of credit and the maximum outstanding obligatiohBarrower with respect to any guaranties and caygnt obligationsprovided , that for
fiscal quarters beginning September 30, 2002 amctditer, if Borrower has not received its fedéalrefund with respect to the fiscal year
ended March 31, 2002, then Funded Debt shall beé@éo be reduced by an amount equal to such tamdeeceivable in the amount
reflected on Borrower's balance sheet as of thellasof the respective fiscal quarter. "Adjustd&l EDA" shall mean EBITDAless interest
expense. "Funded Debt to Adjusted EBITDA Ratio"llsimiean, as of any date of determination, the ratiBunded Debt as of the last day of
the testing period to the total of Borrower's AdgasEBITDA for the twelve month period ending oe tast day of such testing period.

SECTION 4.10 NOTICE TO BANK. Promp(lyut in no event more than five (5) Business Defysr the occurrence of each such
event or matter) give written notice to Bank ing@@able detail of: (a) the occurrence of any Ewémefault, or any condition, event or act
which with the giving of notice or the passageiwfet or both would constitute an Event of Defaus), ény change in the name or the
organizational structure of Borrower; (c) the ocence and nature of any Reportable Event or Prigtilliransaction, each as defined in
ERISA, or any funding deficiency with respect toydtian; or (d) any termination or cancellation nf @nsurance policy which Borrower is
required to maintain, or any uninsured or partialiynsured loss through liability or property damagr through fire, theft or any other cause
affecting Borrower's property in excess of an aggte of $100,000.00.

SECTION 4.11 QUARTERLY FIELD EXAMINATION AND APPRAISALS. Borrower shall permit Bank aitglagents,
representatives, auditors and appraisers accésstagilities, books and records, and provide softier assistance as requested by Bank or
any such person (a) to enable Bank's apprais@sniplete quarterly inventory appraisals, with tinst inventory appraisal after the Closing
Date to be completed by August 30, 2002 with ressfzeimventory as of June 30, 2002, and to estaltifie "Appraised Net Recovery Value"
of inventory on a quarterly basis for purposesedti®n 1.1(b), (b) to enable Bank's auditors to glete quarterly field audit examinations.
The results of each field audit examination musinbierm and substance satisfactory to Bank. Sueménations and appraisals shall be in
addition to and shall in no way limit any otherhrig to audit and appraise Bank's collateral prayigeBank in this Agreement and in the o
Loan Documents. Borrower shall reimburse Bank imiatetly upon demand for all costs and expenses iiedlry Bank in connection with
such examinations and appraisals.
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ARTICLE V
NEGATIVE COVENANTS

Borrower further covenants that so longgask remains committed to extend credit to Borropugisuant hereto, or any liabilities
(whether direct or contingent, liquidated or uniipated) of Borrower to Bank under any of the LoastDments remain outstanding, and until
payment in full of all obligations of Borrower self hereto, Borrower will not without Bank's prigritten consent:

SECTION 5.1 USE OF FUNDS. Use anthefproceeds of any of the Credits except for thp@ses stated in Article | hereof.

SECTION 5.2 OTHER INDEBTEDNESS. Creahcur, assume or permit to exist any indebtesipnesiabilities resulting from
borrowings, loans or advances, whether securedsrawred, matured or unmatured, liquidated or uitated, joint or several, except (a) the
liabilities of Borrower to Bank, and (b) any otHiahilities of Borrower existing as of the date déef and identified oschedule 5.2 .

SECTION 5.3 MERGER, CONSOLIDATION, TRANER OF ASSETS. Merge into or consolidate witl ather entity; make any
substantial change in the nature of Borrower'srtassi as conducted as of the date hereof; acquoeslbstantially all of the assets of any
other entity; nor sell, lease, transfer or otheewdsspose of all or a substantial or material portf Borrower's assets except in the ordir



course of its business.

SECTION 5.4 GUARANTIES. Guarantedbecome liable in any way as surety, endorser (dttzar as endorser of negotiable
instruments for deposit or collection in the ordineourse of business), accommodation endorsetherwise for, nor pledge or hypothecate
any assets of Borrower as security for, any liibgior obligations of any other person or engtycept any of the foregoing in favor of Bank
and except for guaranties of the obligations ofrBaer's foreign affiliates identified on Scheduld ot to exceed an aggregate of
$100,000.00 outstanding at any time.

SECTION 5.5 LOANS, ADVANCES, INVESTMENTS Make any loans or advances to or investmenasy person or entity, exce
(a) any of the foregoing existing as of, and disetbto Bank prior to, the date hereof, (b) anyhefforegoing made in the ordinary course of
Borrower's business not to exceed an aggregat®0f,800.00 outstanding at any time, and (c) angstments made with or through Bank,
whether in connection with a Bank deposit accouninoe deposit or any other Bank investment product

SECTION 5.6 DIVIDENDS, DISTRIBUTIONS.Declare or pay any dividend or distribution eitirecash, stock or any other
property on Borrower's stock now or hereafter amsing, nor redeem, retire, repurchase or otheraggeire any shares of any class of
Borrower's stock now or hereafter outstanding.

SECTION 5.7 PLEDGE OF ASSETS. Mortgagledge, grant or permit to exist a securityriggein, or lien upon, all or any portion
of Borrower's assets now owned or hereafter acduéecept (a) any of the foregoing in favor of Bamkvhich is existing as of, and disclos
to Bank in writing prior to, the date hereof, (l8ns for taxes and assessments not yet due, (¢)anies, warehousemen, carrier, landlord and
other statutory liens which arise in the ordinaoyrse of Borrower's business for amounts not yet ¢tl) liens on equipment leased by
Borrower, and (e) liens in security deposits mad#he ordinary course of Borrower's business.

SECTION 5.8 CAPITAL EXPENDITURES. Malr incur Capital Expenditures in excess of $1,800.00 during the fiscal year
ending March 31, 2003. "Capital Expenditures” sheftbr to the aggregate cost of all assets whietle bhaen (or shall be) classified and
accounted for as a capital asset on the Borrowalsice sheet. The limitation on Capital Expendgiset forth in this Section 5.8 shall be
tested on the last calendar day of each monthshaaltiinclude the portion of the fiscal year endamsuch date.
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SECTION 5.9 SUNTRUST DISCOUNT RATE. grke to sell AutoZone accounts receivable unde¥treor Payment Program for
an amount which will result in net cash proceedBdaower of less than ninety-seven percent (978th® face amount of the receivables to
be sold (net of all costs and expenses of suchrgnegncluding interest, fees, charges and dissunt

ARTICLE VI
EVENTS OF DEFAULT

SECTION 6.1 The occurrence of any offtiwing shall constitute an "Event of Defaultider this Agreement:
(a) Borrower shall fail to pay when duey @nincipal, interest, fees or other amounts pagainider any of the Loan Documents.

(b) Any financial statement or certificdtenished to Bank in connection with, or any reggr@tation or warranty made by Borrower or
any other party under this Agreement or any otlwam Document shall prove to be incorrect, falsmisteading in any material respect when
furnished or made.

(c) Any default in the performance of onliance with any obligation, agreement or othrewvjsion contained herein or in any other
Loan Document (other than those referred to insciiEns (a) and (b) above), and with respect tosarei default which by its nature can be
cured, such default shall continue for a perioteaf(10) days from its occurrence.

(d) Any default in the payment or perfomoa of any obligation, or any defined event of déifainder the terms of any contract or
instrument (other than any of the Loan Documentis$yant to which Borrower has incurred any delttber liability to any person or entity,
including Bank, except with respect to any of theefjoing which is contested by Borrower as permhittereby, and in accordance with the
terms of, Section 4.7 hereof.

(e) Any defined event of default under afyhe Loan Documents other than this Agreement.

(f) Any of the following which is notasted or discharged within thirty (30) days of it€arrence: the filing of a notice of judgment
lien against Borrower; or the recording of any edxdtof judgment against Borrower in any countwhiich Borrower has an interest in real
property; or the service of a notice of levy and/ba writ of attachment or execution, or otheelixrocess, against the assets of Borrower; or
the entry of a judgment against Borrow



(g) Borrower shall become insolvent, calsbuffer or consent to or apply for the appointinef a receiver, trustee, custodian or
liquidator of itself or any of its property, or shgenerally fail to pay its debts as they becorne,dr shall make a general assignment for the
benefit of creditors; Borrower shall file a voluntaoetition in bankruptcy, or seek reorganizationgrder to effect a plan or other arrangen
with creditors or any other relief under the Bamkoy Reform Act, Title 11 of the United States Coale amended or recodified from time to
time ("Bankruptcy Code"), or under any state oefadllaw granting relief to debtors, whether novhereafter in effect; or any involuntary
petition or proceeding pursuant to the Bankruptog€or any other applicable state or federal |datirg to bankruptcy, reorganization or
other relief for debtors is filed or commenced agaBorrower, or Borrower shall file an answer atimy the jurisdiction of the court and the
material allegations of any involuntary petitiom;Borrower shall be adjudicated a bankrupt, or mteofor relief shall be entered against
Borrower by any court of competent jurisdiction anthe Bankruptcy Code or any other applicableestatederal law relating to bankruptcy,
reorganization or other relief for debtors.

(h) There shall exist or occur any evantandition which Bank in good faith believes inysaior is substantially likely to impair, the
prospect of payment or performance by Borrowetbbligations under any of the Loan Documents.

(i) The dissolution or liquidation of Bower.

14

() Any change in ownership during teem of this Agreement of an aggregate of twentg-fiercent (25%) or more of the common
stock of Borrower in any single transaction or&gr related transactions.

(k) The Securities and Exchange Commisgdorany other governmental agency) shall have sada fine or penalty in excess of
$100,000 (individually or in the aggregate) agaBstrower or any current or former officer, directos employee of Borrower if Borrower is
required to indemnify or otherwise pay the fingpenalty imposed against such individual.

SECTION 6.2 REMEDIES. Upon the oceunre of any Event of Default: (a) all indebtednefsBorrower under each of the Loan
Documents, any term thereof to the contrary nosstithding, shall at Bank's option and without notieeome immediately due and payable
without presentment, demand, protest or noticessfahor, all of which are hereby expressly waivgaehch Borrower; (b) the obligation, if
any, of Bank to extend any further credit under ahthe Loan Documents shall immediately ceasetamdinate; and (c) Bank shall have all
rights, powers and remedies available under eatireafoan Documents, or accorded by law, includitthout limitation the right to resort:
any or all security for any of the Credits and xereise any or all of the rights of a beneficiarysecured party pursuant to applicable law. All
rights, powers and remedies of Bank may be exat@sany time by Bank and from time to time aftex bccurrence of an Event of Default,
are cumulative and not exclusive, and shall bediliteon to any other rights, powers or remedies/jgled by law or equity.

ARTICLE VII
MISCELLANEOUS

SECTION 7.1 NO WAIVER. No delay, faié or discontinuance of Bank in exercising anptigower or remedy under any of the
Loan Documents shall affect or operate as a wailsuch right, power or remedy; nor shall any sngl partial exercise of any such right,
power or remedy preclude, waive or otherwise affegt other or further exercise thereof or the egerof any other right, power or remedy.
Any waiver, permit, consent or approval of any kindBank of any breach of or default under anyheftoan Documents must be in writing
and shall be effective only to the extent set famtbuch writing.
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SECTION 7.2 NOTICES. All notices, uegts and demands which any party is required grdasire to give to any other party un
any provision of this Agreement must be in writohgivered to each party at the following address:

BORROWER: MOTORCAR PARTS & ACCESSORIES, INC.
2929 California Street
Torrance, California 90503
Attention: Anthony Souza, President
Telephone: (310) 972-4001
Telecopy: (310) 21-7581

BANK: WELLS FARGO BANK, NATIONAL ASSOCIATION
(except Borrowing Base Loan Adjustment Group

and Collateral Activity 333 South Grand Avenue, Suite 940

Reports) Los Angeles, California 90071



Attention: Edith Lim
Telephone: (213) 253-6859
Telecopy: (213) 25-5913

BORROWING BASE WELLS FARGO BANK, NATIONAL ASSOCIATION
AND COLLATERAL Loan Adjustment Group Collateral Administration
ACTIVITY REPORTS: 201 Third Street, 8th Floor

San Francisco, California 94103

Attention: Sylvia Zaheri

Telephone: (415) 977-5234

Telecopy: (888) 41-0950

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 ATTORNEY¥EES. Borrower shall pay to Bank immediatgdpn demand the full
amount of all payments, advances, charges, codtexpenses, including reasonable attorneys' feéaciude outside counsel fees and alll
allocated costs of Bank's in-house counsel), expetiod incurred by Bank in connection with (a) tgaotiation and preparation of this
Agreement and the other Loan Documents, Bank'sraged administration hereof and thereof, and tiep@ration of any amendments and
waivers hereto and thereto, (b) the enforcemeBiaoik's rights and/or the collection of any amouwvtiich become due to Bank under any of
the Loan Documents, and (c) the prosecution omdefef any action in any way related to any ofltben Documents, including without
limitation, any action for declaratory relief, whet incurred at the trial or appellate level, inaahitration proceeding or otherwise, and
including any of the foregoing incurred in connentivith any bankruptcy proceeding (including withémitation, any adversary proceedit
contested matter or motion brought by Bank or ahgoperson) relating to Borrower or any other persr entity.

SECTION 7.4 SUCCESSORS, ASSIGNMENT .hisTAgreement shall be binding upon and inure éoltbnefit of the heirs, executc
administrators, legal representatives, successaraissigns of the partigsmovided , however , that Borrower may not assign or transfer its
interest hereunder without Bank's prior writtensamt. Bank reserves the right to sell, assignsfesinnegotiate or grant participations in a
any part of, or any interest in, Bank's rights Aedefits under each of the Loan Documents. In cctioretherewith, Bank may disclose all
documents and information which Bank now has or hexgafter acquire relating to any credit extertse@ank to Borrower, Borrower or i
business, or any collateral required hereungtenjiided , that Bank shall obtain a written confidentialitgreement including standard terms
and conditions in connection with any such disdesaf material, non-public information relatingBorrower.
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SECTION 7.5 ENTIRE AGREEMENT; AMENDMENT.This Agreement and the other Loan Documentstiate the entire
agreement between Borrower and Bank with respatiet@redits and supersede all prior negotiatioosimunications, discussions and
correspondence concerning the subject matter heraf Agreement may be amended or modified onlyriting signed by each party
hereto.

SECTION 7.6 NO THIRD PARTY BENEFICIARIES This Agreement is made and entered into fersthle protection and benefit of
the parties hereto and their respective permittiedessors and assigns, and no other person or emdll be a third party beneficiary of, or
have any direct or indirect cause of action omalai connection with, this Agreement or any othiethe Loan Documents to which it is not a

party.

SECTION 7.7 TIME. Time is of the esse of each and every provision of this Agreementeach other of the Loan Documents.

SECTION 7.8 SEVERABILITY OF PROVISIONS.If any provision of this Agreement shall be phited by or invalid under
applicable law, such provision shall be ineffectbrdy to the extent of such prohibition or invatidivithout invalidating the remainder of st
provision or any remaining provisions of this Agrent.

SECTION 7.9 COUNTERPARTS. This Agresmmay be executed in any number of counterpaatsh of which when executed
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 Agnment shall be governed by and construed in acooedaith the laws of the State of
California.

SECTION 7.11 ARBITRATION.

(a) Arbitration . Upon the demand of any party, any Dispute stealidsolved by binding arbitration (except as sehfim (e) below) in
accordance with the terms of this Agreement. A pDie" shall mean any action, dispute, claim or v@rsy of any kind, whether in contr



or tort, statutory or common law, legal or equigglrlow 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 eealings 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@gduny such other party in compelling arbitratidrany Dispute.

(b) Governing Rules. Arbitration proceedings shall be administeredh®/American Arbitration Association ("AAA") or shother
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, timst@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 @anvay any party that is a bank of the
protections afforded to it under 12 U.S.C. 891y similar applicable state law.

(c) No Waiver; Provisional Remedies, Self-Help and Foreclosure . No provision hereof shall limit the right of apgrty to exercise self-
help remedies such as setoff, foreclosure agairsile of any real or personal property collateradecurity, or to obtain provisional or
ancillary remedies, including without
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limitation injunctive relief, sequestration, attachnt, garnishment or the appointment of a recefv@m a court of competent jurisdiction
before, after or during the pendency of any artidreor other proceeding. The exercise of any sedhedy shall not waive the right of any
party to compel arbitration or reference hereunder.

(d) Arbitrator Qualifications and Powers; Awards . Arbitrators must be active members of the CatifmiState Bar or retired judges of
the state or federal judiciary of California, wikpertise in the substantive laws applicable tcstiigect matter of the Dispute. Arbitrators are
empowered to resolve Disputes by summary rulingesponse to motions filed prior to the final anddibn hearing. Arbitrators (i) shall
resolve all Disputes in accordance with the sultistataw of the state of California, (i) may graary remedy or relief that a court of the s
of California could order or grant within the scdpereof and such ancillary relief as is necessamake effective any award, and (iii) shall
have the power to award recovery of all costs aed,fto impose sanctions and to take such othienacs they deem necessary to the same
extent a judge could pursuant to the Federal Rafl€vil Procedure, the California Rules of Civildeedure or other applicable law. Any
Dispute in which the amount in controversy is $8,000 or less shall be decided by a single arbitraho shall not render an award of
greater than $5,000,000 (including damages, cfests,and expenses). By submission to a singleratdiit each party expressly waives any
right or claim to recover more than $5,000,000. Aigpute in which the amount in controversy exce&81900,000 shall be decided by
majority vote of a panel of three arbitratgospvided , however , that all three arbitrators must actively partitgin all hearings and
deliberations.

(e) Judicial Review . Notwithstanding anything herein to the contramyany arbitration in which the amount in contrasseexceeds
$25,000,000, the arbitrators shall be required aierspecific, written findings of fact and conctrss of law. In such arbitrations (i) the
arbitrators shall not have the power to make angrdwhich is not supported by substantial evidesroghich is based on legal error, (ii) an
award shall not be binding upon the parties urtlesgindings of fact are supported by substanttaence and the conclusions of law are not
erroneous under the substantive law of the statabfornia, and (iii) the parties shall have irdétbn 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 detersithe award is supported by substai
evidence and not based on legal error under thetauive law of the state of California.

() Real Property Collateral; Judicial Reference . Notwithstanding anything herein to the contramy Dispute shall be submitted to
arbitration if the Dispute concerns indebtednessisal directly or indirectly, in whole or in paby any real property unless (i) the holder of
the mortgage, lien or security interest specificalbcts in writing to proceed with the arbitratianm (i) all parties to the arbitration waive any
rights or benefits that might accrue to them byuarof the single action rule statute of Califoriiereby agreeing that all indebtedness and
obligations of the parties, and all mortgages,diand security interests securing such indebtedmessbligations, shall remain fully valid
and enforceable. If any such Dispute is not sulechitd arbitration, the Dispute shall be referred teferee in accordance with California
Code of Civil Procedure Section 638 et seq., aiggbneral reference agreement is intended to écfgmlly enforceable in accordance with
said Section 638. A referee with the qualificatioeguired herein for arbitrators shall be selep@duant to 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 644 848.

(g) Miscellaneous . To the maximum extent practicable, the AAA, thieiteators and the parties shall take all actiaquieed to conclud
any arbitration proceeding within 180 days of tiied of the Dispute with the AAA. No arbitrator other party to an arbitration proceed



may disclose the
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existence, content or results thereof, exceptimasures of information by a party required ia trdinary course of its business, by
applicable law or regulation, or to the extent ssegy to exercise any judicial review rights settfderein. If more than one agreement for
arbitration by or between the parties potentiafiplees to a Dispute, the arbitration provision mdisectly related to the Loan Documents or
the subject matter of the Dispute shall controis®rbitration provision shall survive terminati@mendment or expiration of any of the Loan
Documents or any relationship between the parties.

SECTION 7.12 GENERAL RELEASE. In caeration of the benefits provided to Borrower untlte terms and provisions hereof,
Borrower hereby agrees as follows ("General Relgase

(a) Borrower, for itself and on behalfisf successors and assigns, does hereby relegsdt, axnd forever discharge Bank, all of Bank's
predecessors in interest, and all of Bank's paspagsent 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 aggint of, connected with or related to any angbadir 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, reprissand warrants to Bank as follows:
(i) Borrower understands the meaning efifietct of Section 1542 of the California Civil Godhich provides:

"Section 1542GENERAL RELEASE; EXTENT . A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXISN HIS FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM MUST IAVE MATERIALLY AFFECTED HIS
SETTLEMENT WITH THE DEBTOR."

(i) With regard to Section 1542 of theli@@ania Civil Code, Borrower agrees to assumeribk of any and all unknown,
unanticipated or misunderstood defenses and Rel€zlaams which are released by the provisions isf @eneral Release in favor of
Bank, and Borrower hereby waives and releaseggallsrand benefits which it might otherwise havdemSection 1542 of the
California Civil Code with regard to the releasesath unknown, unanticipated or misunderstood defeand Released Claims.

(c) Each person signing below on behaBoifrower acknowledges that he or she has readafable provisions of this General Rele:
Each such person fully understands that this GéRalaase has important legal consequences andsaahlperson realizes that they are
releasing any and all Released Claims that Borromagr have as of the Release Date. Borrower herelnyosvledges that it has had an
opportunity to obtain a lawyer's advice concerrthmgylegal consequences of each of the provisiotisi®fseneral Release.

(d) Borrower hereby specifically acknowded and agrees that: (i) none of the provisionthisfGeneral Release shall be construed as o
constitute an admission of any liability on thetpHrBank; (ii) the provisions of this General Rate shall constitute an absolute bar to any
Released Claim of any kind, whether any such Rete&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, friuslor baseless claims or causes of action.
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IN WITNESS WHEREOF, the parties hereto heaesed this Agreement to be executed as of thamnkhyear first written above.

GUARANTOR: BORROWER:

MOTORCAR PARTS & ACCESSORIES, INC., WELLS FARGO BANK, NATIONAL ASSOCIATION
a New York corporatiol



By: By:

Anthony P. Souza Edith R. Lim
Chief Executive Officer and President Vice President
By:
Charles W. Yeagley
Chief Financial Officer
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Exhibit 10.36
TERM NOTE

$8,000,000.0( Los Angeles, Californi
June 28, 20C

FOR VALUE RECEIVED, the undersigned MOTORRRARTS & ACCESSORIES, INC., a New York corporat{®Borrower"),
promises to pay to the order of WELLS FARGO BANKANONAL ASSOCIATION ("Bank") at its office at 333¢ith Grand Avenue,
Suite 940, Los Angeles, California, or at such pfilace as the holder hereof may designate, indemvbney of the United States of America
and in immediately available funds, the principahsof Eight Million Dollars and No/100 ($8,000,000), with interest thereon as set forth
herein.

INTEREST:

(&) Interest. The outstanding principal balance of this Neftall bear interest (computed on the basis of ad2gOyear, actual days
elapsed) at the rate set forth in that certaindrAimended and Restated Credit Agreement dated &sef28, 2002 (as amended from time to
time, the "Credit Agreement’) between Borrower Badk.

(b) Payment of Interest.  Interest accrued on this Note shall be payablthe first business day of each month, commenihg1,
2002.

(c) Default Interest. From and after the maturity date of this Natesuch earlier date as all principal owing hereurisecomes due
and payable by acceleration or otherwise, the andiihg principal balance of this Note shall begernest 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:

(8) Repayment. On each date set forth below (or, if any suayid not a business day, then on the next busiesthereafter),
Borrower shall make a principal payment hereundeéhé& amount set forth opposite such date:

Date Amount



July 15, 200z $ 500,00(
August 15, 200: $ 500,00(
September 15, 20( $ 500,00(
October 15, 200 $ 500,00(
November 15, 200 $ 750,00(
December 15, 20C $ 750,00(
January 15, 200 $ 1,000,00i
February 15, 200 $ 1,500,001
March 15, 200! $ 1,500,00!

On April 15, 2003, Borrower shall pay ahraining unpaid principal and all accrued and whp#erest.

(b) Mandatory Prepayments.  Under certain circumstances, Borrower is regito make a mandatory prepayment under this Note.
Reference is made to the Credit Agreement (as elétielow) for a complete statement of Borrowerliggabions to make prepayments
hereunder.

(c) Application of Payments. Each payment made on this Note shall be crdiitst, to any interest then due and second, o th
outstanding principal balance hereof.

(d) Prepayment. Borrower may prepay principal on this Note @y Eme, in any amount and without penalty.
EVENTS OF DEFAULT:

This Note is made pursuant to and is suilbgethe terms and conditions of the Credit AgreetmAny default in the payment or
performance of any obligation under this Note, my defined event of default under the Credit Agreatnshall constitute an "Event of
Default" under this Note.

MISCELLANEOUS:

(a) Remedies. Upon the occurrence of any Event of Defaul, ltbblder of this Note, at the holder's option, rdaglare all sums of
principal and interest outstanding hereunder torveediately due and payable without presentmemhashel, notice of nonperformance,
notice of protest, protest or notice of dishondrofiwhich are expressly waived by Borrower. Bawer shall pay to the holder immediately
upon demand the full amount of all payments, adgancharges, costs and expenses, including redeattdrneys' fees (to include outside
counsel fees and all allocated costs of the haldetouse counsel), expended or incurred by th@ehin connection with the enforcement of
the holder's rights and/or the collection of anyoants which become due to the holder under thie Natd the prosecution or defense of any
action in any way related to this Note, includinghout limitation, any action for declaratory rdligzhether incurred at the trial or appellate
level, in an arbitration proceeding or otherwigal &ncluding any of the foregoing incurred in cocti@n with any bankruptcy proceeding
(including without limitation, any adversary prodéagg, contested matter or motion brought by Bankror other person) relating to Borrower
or any other person or entity.

(b) Obligations Joint and Several.  Should more than one person or entity signNluite as a Borrower, the obligations of each such
Borrower shall be joint and several.

(c) GoverningLaw. This Note shall be governed by and construext@ordance with the laws of the State of Califarni

(d) Superseded Note.  This Note replaces and supersedes in its @ntinat certain Term Note executed by Borroweraiviolr of Bank
dated April 30, 2002 in the original principal ammbwf $9,000,000.00.

IN WITNESS WHEREOF, the undersigned hasated this Note as of the date first written above.

MOTORCAR PARTS & ACCESSORIES, IN(

By:

Name:  Anthony P. Souz
Title: President and Chief Executive Offic



By:

Name: Charles W. Yeagle
Title: Chief Financial Office!
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Exhibit 10.37
REDUCING REVOLVING LINE OF CREDIT NOTE

$24,750,000.0! Los Angeles, Californi
June 28, 20C

FOR VALUE RECEIVED, the undersigned MOTORRRARTS & ACCESSORIES, INC., a New York corporat{dBorrower"),
promises to pay to the order of WELLS FARGO BANKANONAL ASSOCIATION ("Bank") at its office at 333¢uth Grand Avenue,
Suite 940, Los Angeles, California, or at such pfilace as the holder hereof may designate, indamwbney of the United States of America
and in immediately available funds, the principahsof Twenty-Four Million Seven Hundred Fifty Thaunsl Dollars ($24,750,000.00), or so
much thereof as may be advanced and be outstanvditignterest thereon, to be computed on eachramtvrom the date of its disbursement
as set forth herein.

INTEREST:

(@) Interest. The outstanding principal balance of this Nattall bear interest (computed on the basis of ad2§QOyear, actual days
elapsed) at the rate set forth in that certaindrAimended and Restated Credit Agreement dated &sef28, 2002 (as amended from time to
time, the "Credit Agreement") between Borrower &aahk.

(b) Payment of Interest.  Interest accrued on this Note shall be payablthe first business day of each month, commentihg1,
2002.

(c) Default Interest. From and after the maturity date of this Notesuch earlier date as all principal owing hereuriztecomes due
and payable by acceleration or otherwise, the aodihg principal balance of this Note shall begergst until paid in full at an increased rate
per annum (computed on the basis of a 360-day getaral days elapsed) equal to four percent (4%Yyeakhe rate of interest from time to
time applicable to this Note.

BORROWING AND REPAYMENT:

(@) Borrowing and Repayment.  Borrower may from time to time during the teofrthis Note borrow, partially 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 Notarovided, however , that the total outstanding borrowings under Nuge shall not at any time exceed
the principal amount stated above or the BorrovBage (as defined in the Credit Agreement). The dnpancipal balance of this obligation
at any time shall be the total amounts advanceelneier by the holder hereof less the amount otjméh payments made hereon by or for
Borrower, which balance may be endorsed hereon froe to time by the holder. The outstanding piatbalance of this Note shall be due
and payable in full on April 30, 2003.

(b) Reductionsin Availability.  Notwithstanding the principal amount set fatiove, the maximum principal amount available under
this Note shall be reduced automatically and withiortther notice on the date each mandatory preeayms due under the terms of
Section 1.4 the Credit Agreement by the amountiochsmandatory prepayment. The maximum principalarhavailable under this Note
shall not be reduced solely by reason of prepaysmenjuired under the terms of Section 1.7 of tredi€Agreement. If the outstanding
principal balance of this Note on any such datgéater than the new maximum principal amount tnexilable hereunder, Borrower sh



make a principal reduction on this Note on sucle dagn amount sufficient to reduce the then ontitey principal balance hereof to an
amount not greater than said new maximum prin@padunt.

(c) Advances. Advances hereunder, to the total amount optirecipal sum stated above, may be made by theshaldthe oral or
written request of (i) Anthony Souza or Charles §leg, any one acting alone, who are authorize@doiest advances and direct the
disposition of any advances until written noticeha revocation of such authority is received te/tiblder at the office designated above, or
(if) any person, with respect to advances depositéde credit of any account of Borrower with tieder, which advances, when so
deposited, shall be conclusively presumed to haes lnade to or for the benefit of Borrower regassliief the fact that persons other than
those authorized to

request advances may have authority to draw agsiest account. The holder shall have no obligatiatietermine whether any person
requesting an advance is or has been authoriz&dbtrgpwer.

(d) Application of Payments. Each payment made on this Note shall be crtfiit&t, to any interest then due and second, o th
outstanding principal balance hereof.

EVENTS OF DEFAULT:

This Note is made pursuant to and is suilbgethe terms and conditions of the Credit AgreetmAny default in the payment or
performance of any obligation under this Note, my defined event of default under the Credit Agreatnshall constitute an "Event of
Default" under this Note.

MISCELLANEOUS:

(a) Remedies. Upon the occurrence of any Event of Defaul, ltblder of this Note, at the holder's option, rdaglare all sums of
principal and interest outstanding hereunder tonveediately due and payable without presentmemhashel, notice of nonperformance,
notice of protest, protest or notice of dishondrofiwhich are expressly waived by Borrower, ahd tbligation, if any, of the holder to
extend any further credit hereunder shall immedtjiatease and terminate. Borrower shall pay to tiddr immediately upon demand the full
amount of all payments, advances, charges, codtexpenses, including reasonable attorneys' feaéadlude outside counsel fees and all
allocated costs of the holder's in-house counsgflended or incurred by the holder in connectiah thie enforcement of the holder's rights
and/or the collection of any amounts which beconme t the holder under this Note, and the prosecwdr defense of any action in any way
related to this Note, including without limitatioany action for declaratory relief, whether incareg the trial or appellate level, in an
arbitration proceeding or otherwise, and includimy of the foregoing incurred in connection witly drankruptcy proceeding (including
without limitation, any adversary proceeding, cetée matter or motion brought by Bank or any offegson) relating to Borrower or any
other person or entity.

(b) Obligations Joint and Several.  Should more than one person or entity signNluite as a Borrower, the obligations of each such
Borrower shall be joint and several.

(c) GoverningLaw. This Note shall be governed by and construext@ordance with the laws of the State of Califarni

(d) Superseded Note.  This Note replaces and supersedes in its gntinat certain Revolving Line of Credit Note exasmliby
Borrower in favor of Bank dated April 30, 2002 hretoriginal principal amount of $24,750,000.00.

IN WITNESS WHEREOF, the undersigned hascatedl this Note as of the date first written above.

MOTORCAR PARTS & ACCESSORIES, IN(

By:

Anthony P. Souza
President and Chief Executive Offic

By:

Charles W. Yeagley
Chief Financial Officel
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SunTrust Bank
55 Park Place
Atlanta, Georgia 30303
Receivables Capital Management Division

June 5, 2002

Motorcar Parts and Accessories, Inc.
2929 California Street
Torrance, CA 90503

This Letter of Understanding and Agreement (heseimetimes, the Agreement ") is intended to set forth the agreement as to Mmtorcar
Parts and Accessories, Inc., a New York corporati@upplier "), may utilize the SunTrust Draft Program (thBrbgram ") of SunTrust
Bank, a Georgia banking corporation, as agentgetfiand various other purchasers (in such capdcitgent ). The terms and conditions
set forth herein shall govern all transactions leetwAgent and Supplier. Each purchase of a SunDmadt (as hereinafter defined) constitt
a new transaction and a reaffirmation of the regresgtions, warranties and all other terms hereof.

1.

Issuance of SunTrust Drafts.  Pursuant to an Amended and Restated Acknowfedgeand Agreement dated May 28, 2002,
between Agent and AutoZone, Inc., a Nevada corjmordt AutoZone"), Agent has agreed that AutoZone may issue, fiioma to
time, drafts drawn on AutoZone's demand deposibaaicat Agent (each, aSunTrust Draft ") payable to the order of Supplier in
payment on a certain date in the future as inditatesuch SunTrust Draft of specified invoices io@gjng from the sale of goods by
Supplier to AutoZone (thel'hvoices™) .

Conditions Precedent to Purchase of SunTrust Drafts.  Prior to Supplier making the initial reques#tgent to purchase any
SunTrust Draft, Supplier will deliver, or causedbmdelivered, to Agent, each in form and substéam@gent, the following: (a) a du
completed Information Certificate in the formfhibit A attached hereto, (b) a duly completed Secretamsrtficate in the form of
Exhibit B attached hereto and (c) a Consent Agreement freim @scured creditor of Supplier with a lien oreitgounts receivable
and/or inventory in the form d#xhibit C attached hereto AND Agent shall have received gpdaved all UCC lien searches.

Purchase of SunTrust Drafts under the Program. (@) At the request of Supplier, Agent may passhat a discount prior to its due
date any SunTrust Draft from Supplierpvided , that (i) Agent has no obligation to purchase SopTrust Draft, and this Agreement
does not constitute a commitment on the part offAge make any such purchase, and (ii) Suppliabtsobligated to sell any SunTr
Draft. If Supplier wishes Agent to purchase a SuisTDraft, Supplier will courier the applicable Suust Draft to Agent properly
endorsed to "SunTrust Bank, as Agent", togethdn wischedule of the Invoices that are being pdidit the proceeds of such
SunTrust Draft, to the address for notices sehfriSection 13 hereof.

(b) Upon receipt of a SunTrust Draft, Agent will notflyy electronic transmission or by telecopier) Sigsf the all-in discount
rate at which it will negotiate and buy such SurstiDraft from Supplier, the amount of the net pemteto be received and the
proposed settlement date. Supplier may either atheperms offered, or reject them for any reaesoall; provided that if the
Agent has not received an answer from Supplierdidon of the day following such notification, suzffier shall be deemed
rejected and Agent will return the SunTrust DrafSupplier. If Supplier accepts such terms, Suph@ll promptly confirm
such acceptance in writing (by telecopy or othegjvte Agent, which acceptance shall be executeshbguthorized signatory
of Supplier.

(©) Upon receipt of a certification letter from AutoZoand if applicable, the funds from any third pddiywhich Agent is acting
as agent, Agent will wire transfer in immediatelyaéable funds the agreed purchase price to Supgtisuch account of
Supplier that Supplier identifies in writing to Agte Agent shall deliver such funds to Supplier'sigeated account on the
settlement date set forth in the Agent notice giedito Supplier pursuant to paragraph 3(b) aboweich revised settlement
date as set forth in paragraph 3(d) bel



Supplier agrees that upon receipt of such fundséramounts specified in the relevant Agent notioe Jiability of AutoZone
under the Invoices and the related accounts reloleivaill be fully satisfied and that it will marksi books and records
accordingly.

(d) Supplier agrees that, if for any reason Agent feseteived its written acceptance or the writteceptance of the third-party
purchaser (if any) by 3 p. m. on the day beforepiteposed settlement date, Agent may revoke ity @fid shall make a
revised offer to Supplier with a new discount raitel a new settlement date. Supplier shall havegheto accept or reject su
revised offer in the manner contemplated by pagy®{b) above. Supplier also agrees that in the Agent does not receive
the purchase price of any SunTrust Draft from edtbarty purchaser by 1:00 p. m. on the propostteseent date, Agent may
recalculate the amount of the net proceeds ow&aipplier to take into account such delay and remgh revised amount upon
receipt thereof which revised amount shall refeecdditional interest cost associated with thaydiel payment to Supplier.

Nature of SunTrust Drafts Offered. ~ Any SunTrust Draft offered for sale to the Agerust have been delivered to Supplier by
AutoZone in payment at a date certain indicatedwoh SunTrust Draft for the actual sale of gooddemced by the Invoices in a bc
fide contemporaneous commercial transaction eniatedn the ordinary course of business for batip@ier and AutoZone. Supplier
represents and warrants to Agent that any SunDmadts offered for sale to Agent are in the proped legal form approved by Agent
and have not been altered in any way (other thdorsed by Supplier pursuant to Paragraph 8 belgv§upplier. Supplier agrees that
a SunTrust Draft does not constitute a miaed check and that, if Supplier does not sellSunyTrust Draft to Agent, Supplier will r
deposit such SunTrust Draft into its checking aatduut will present such SunTrust Draft for paymtnfgent at its address in
Section 13, Supplier further agrees that if it ddegosit such SunTrust Draft into its checking actan violation of this Agreement,
Supplier hereby waives any rights that it may hagainst Agent as a collecting bank or payor bardeuthe Uniform Commercial
Code or Regulation CC.

All rights sold with SunTrust Drafts.  Supplier's negotiation and sale of any SunTiuaft to Agent is made together with all right
to receive the proceeds thereof, as well as anyrisgor guarantees therefor, all of Supplier'sitggto the goods or property which
were paid for with such SunTrust Draft and all Sigsfs rights to payment for the goods represebtethe Invoices, so that Agent or
any other holder of such SunTrust Draft will halleothe rights, including but not limited to stpgge in transit and reclamation of
goods, of an unpaid supplier of the goods if suehT3ust Draft is dishonored by AutoZone. Supplepresents and warrants to Agent
that there are no claims of a third party to angBust Draft or any Invoices or to any account&iemble that were the basis for the
issuance of such SunTrust Drafts and that the pisecby Agent of any such SunTrust Draft, pursuatttiis Agreement and the terms
of the Consent Agreement, does not violate thasighany secured creditor of Supplier.

Non-Recourse Purchase of SunTrust Drafts; Conditions Which Result in Recourseto Supplier.  The negotiation and purchase by
Agent of any SunTrust Draft from Supplier is with@ecourse in the event of non-payment UNLESSughsSunTrust Draft is not
paid when due because of an act of fraud by Supiplieonnection with the generation or sale ofdeéaulted SunTrust Draft; OR

(i) a court of competent jurisdiction determinbattAgent is not a holder in due course and mayolegct a SunTrust Draft; OR

(iii) Supplier violates the provisions of paragrapbr 5 hereof.

Charges Where SunTrust Has Recourse Pursuant to Paragraph 6 Above.  In those circumstances where Agent has recagamst
Supplier for a defaulted SunTrust Draft, Suppliealsbe obligated to repay to Agent (i) the faceoant of the defaulted SunTrust
Draft, plus (ii) interest on that amount at theymilending rate as established by Agent from tigeral due date of the defaulted
SunTrust Draft to the date Agent receives paymétiteoface amount of such defaulted SunTrust Dpdis (iii) where applicable, all
out of pocket costs for collection of the SunTmsaft including, but not limited to, bank chargesasonable attorney's fees, and the
like. Upon making such payment, the defaulted SusfiDraft will be returned to Supplier as if it haelver been negotiated by Agent
(together with all necessary endorsements of Agent)

Authority to Add Endorsement.  With respect to any SunTrust Draft sold by Sigppo Agent, Supplier hereby (i) agrees to endors
by an authorized signatory such SunTrust Draft{shé
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order of Agent and (ii) authorizes Agent to add [Bigp's endorsement or any other necessary enderggmsuch purchased SunTrust
Drafts (if Supplier fails to do so) whenever reggiin order to effect the sale, pledge, assignniemtsfer, presentment and/or
collection thereof.

Representations and Warranties; Covenants. By executing this Agreement or endorsing angTust Draft, Supplier represents,
warrants and covenants to Agent that (i) the teoosditions and provisions set forth herein havenbduly approved by all necessary
action on the part of the Supplier, (ii) this Agmeent is the valid, legal and binding agreementa@sijation of the Supplier, (iii) all
required and necessary company action has beerakéy as required by Supplier's organizationauidwnts and all applicab



provisions of the laws of the jurisdiction of Suigpk incorporation in connection with this Agreerhand the transactions
contemplated hereunder, (iv) there are no exidimg or encumbrances, and will not in the futueeahy liens or encumbrances, on
any SunTrust Draft or on any accounts receivabigesxing the Invoices, or on any inventory of Siugapbr any proceeds thereof,
other than liens of any secured creditor that kaswed and delivered to Agent a Consent Agreenf@nthere are no claims of a th
party to any SunTrust Draft or any Invoices or acts receivable that were the basis for the issuahsuch SunTrust Drafts,

(vi) Supplier is organized under the laws of thet&bf New York and Supplier will notify Agent ofiyachange in such jurisdiction of
incorporation within 5 days thereof, (vii) Suppligill notify Agent within 5 days of any merger ocoresolidation into or with any other
entity, or any sale of substantially all of Suppieassets, (viii) Agent may share information tediato this Agreement and/or related to
Supplier with AutoZone and any purchaser of a SusffDraft for which Agent is acting as agent, @K)information set forth on the
Information Certificate delivered in connection éwith is true and correct and (x) in the event $iepp inventory or accounts
receivable relating to the Invoices become at ang subject to any security interest, Supplier wélise such secured creditor to
execute and deliver a Consent Agreement or othier & release of any such security interest, armhupe request of Agent, execute
such UCC financing statements reflecting such sglea

10. SavingsClause. If any provision of this Agreement in any wayntravenes the laws of any state or jurisdictiaichsprovision shall
be deemed not to be a part hereof in that jurisgicand Supplier agrees to remain bound by alaiemg provisions. If any portion
this Agreement shall be deemed to be illegal olatie of public policy, it is agreed that it shb interpreted to be legally binding
and enforceable to the maximum reasonable extented by law.

11. Assignment. Supplier agrees that it shall not assign thase&ment. Supplier agrees that Agent is actingrépeesentative capacity
for itself and other purchasers and further agtieasAgent may assign (including by endorsemeapflicable) all of its rights,
remedies, powers and privileges under this Agre¢meany SunTrust Draft.

12.  Third Party Beneficiary.  Supplier agrees that any purchaser for whiahir8ust acts, as agent shall be a third-party beiag§i of
this Agreement.
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13.  Notices.

Unless otherwise provided herein, all notices, estmand other communications provided for hereustu! be in writing (including
telecopy or electronic mail (where indicated)) ahdll be given at the following addresses:
(1) If to the Agent: SUNTRUST BANK

55 Park Place

Atlanta, Georgia 30303

Attention: Dev Maguire

Center Code 00

Telephone: (404) 230-1808

Telecopy: (404) 33-3940

2 If to Supplier: MOTORCAR PARTS & ACCESSORIES, INC.

2929 California Street

Torrance, CA 90503

Attention: Anthony P. Souza / Charles W. Yeagley

Telephone: (310) 972-4003 / (310) 972-4001

Telecopy: (310) 22-5128 / (310) 21-7581
Any such notice, request or other communicatiorl sleaeffective (i) if given by telecopy, on thediness day that such telecopy is
transmitted to the telecopy number specified alanethe appropriate answer back is receivedf @iilven by mail, upon the earlier
receipt or the third business day after such conication is deposited in the United States mailgistered or certified, with first class
postage prepaid, addressed as aforesaid or @iyén by any other means (including, without liatiibn, by air courier), when
delivered at the address specified herein. The AgeSupplier may change its address for noticp@ses by notice to the other party
in the manner provided herein.

14.  Applicable Law, Venue, Jurisdiction and Service of Process.  Supplier agrees that the laws of the Stateesi’ Nork shall apply to

this Agreement and any dispute between Agent apglfan concerning this Agreement or any SunTrustfDFurther, Supplier
confirms its understanding that the Program andifigeof SunTrust Drafts is specifically subjecthte provisions of the Uniform
Commercial Code and in particular (but not exclakiythe definitional provision of Section 3-104&thof. Supplier agrees that any
legal action or proceeding relating to this Agreatrshall be instituted solely in the courts of Btate of Georgia or of the United
States of America for the Northern District of Ggiar Supplier submits to the jurisdiction of eadlsts court in any such action or
proceeding. Furthermore, Supplier also consentset@ervice of process upon Supplier in any sugal laction or proceeding by
means of certified mail, return receipt requesseltiressed to Supplier at the address first aboiwtemror such other address



Supplier may from time to time designate in writiSj/PPLIER ALSO WAIVES ITS RIGHT TO A TRIAL BY JURYO THE
EXTENT PERMITTED BY APPLICABLE LAW. Notwithstandinghe foregoing, Supplier agrees that nothing hesbail affect the
right to effect service of process in any other narpermitted by applicable law or shall limit ttight to sue in any other jurisdiction.

This Agreement contains the entire agreé¢mktine parties, supersedes all prior agreemeettgden the parties hereto, and may only be
changed by a written agreement signed by the paji@ynst whom enforcement of any waiver, change jification, extension or discharge is
sought. Please note that this Agreement is notimgngpon Agent unless and until executed by arceffof Agent where indicated below.
Further, Supplier confirms its understanding thatheadings used in this
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Agreement are solely for reference and our convei@nd do not change the meaning of any provisioeof.

Very truly yours,

SUNTRUST BANK, as Agen

By:

Name:
Title:

Acknowledged and Agreed to k&
Motorcar Parts and Accessories, |

By:

Name:  Anthony P. Souz
Title: President and CE!
FEDERAL ID NUMBER: 1/-2153962
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Motorcar Parts & Accessories, Inc.
2929 California Street
Torrance, CA 90503

As of May 9, 2002

Protea Group Inc.
2687 Cordelia Road
Los Angeles, CA 90049

Attention: Selwyn Jofft



Re:  Agreement for Consulting Services
Dear Mr. Joffe:

When executed and delivered by the pahiigsto, this will confirm the agreement between dicar Parts & Accessories, Inc. ("we,"
"us," "our" or "Company") and Protea Group Inc/d/Selwyn Joffe (collectively, "you," "your" or "@sultant") with respect to Consultant's
equity enhancing efforts on behalf of the Compangescribed herein. The Company and you acknowlédg€i) Company and you are
parties to a separate understanding pursuant tthwioiu act as Chairman of the Board of the Compaently(ii) this agreement is separate f

and in addition to the Chairman of the Board untdeding.

1. Consulting Services.  During the period commencing on the date hetloiugh and including May 9, 2003 unless sooner
terminated as provided herein (the "term of thiament"), you agree to perform the following cdtiisg services for the benefit of the
Company:

(a) BusinessConsulting.  Consultant will provide such assistance andsutiation as may be reasonably requested by the
Board of Directors of the Company (the "Board")matters specifically designed to maximize stockbphhlue and equity, includin
but not limited to, financing and strategic relaspcommunicating and meeting with analysts atstment banking firms who can
provide coverage and reports about the Companyganedral corporate advisory matters.

(b) Transaction Consulting.  To further enhance stockholder value and eqtiisy Company desires to be kept aware of
available corporate transaction opportunities udirlg potential acquisitions and dispositions ofibasses and lines of business.
Accordingly, you will use your reasonable effodsassist Company in identifying prospective buyard sellers who may be
interested in acquiring or selling businessesradiof businesses upon terms and conditions aamdam satisfactory to us in our sole
and absolute discretion (including any transactesulting in a change of control, and without relgarform, sometimes described
herein as a "Proposed Transaction"). In conneatitim the foregoing, you shall, unless directed othige by the Board, coordinate ¢
Proposed Transaction, consult with Board and thag2my's other advisors regarding the best waydoraplish any Proposed
Transaction (including with respect to the selattib any third-party investment bankers and brokexsordinate all meetings and
assist in the preparation of all informational natls with respect to the foregoing, be the Comfmogntact person for negotiations
with investment bankers, other professionals andpective buyers and otherwise lead and direeffalits toward completing any
Proposed Transaction.

(c) Non-exclusive Services.  Notwithstanding anything to the contrary congal herein, it is agreed that you may engage in
other business activities so long as such othanbsis activities do not materially interfere withuy duties hereunder and are not in
conflict with your obligations and duties descrilfestein.

2. Fess

(a) In exchange for your services purstaiftaragraph 1 above, at the commencement oAgrisement and on the'@day of
each calendar month during the term hereof, Comphall pay you a "Consulting Fee" of $10,000 pentho

(b) Inthe event of a closing of any Pregab Transaction(s) as described in Paragraph fLényaime on or prior to May 9, 2003,
you shall be entitled to a fee as provided in Basagraph. In any such event, the Company shalypawy transaction fee upon the
closing of a Proposed Transaction in an amount'{fh@nsaction Fee") equal to 1% of the "total cdesation.” The "total
consideration" shall equal (a) the sum of all casisideration paid by the acquirer plus all Non¥C@snsideration (as defined below)
received as consideration for the transactionutioly any contingent payments of cash or secustigsthe aggregate amount of any
dividends (other than normal quarterly or annuahagividends) or other distributions declared by dloquired entity in connection
with a Proposed Transaction, reduced by (b) anly pagments or any Non-Cash Consideration subsdguetuirned to the acquirer
pursuant to the agreement (the "Purchase Agreejmauitof an escrow account, through an offset ajain earn-out amount or
through another holdback arrangement, regardlegeakason for such return. "Non-Cash Considerasball have the following
meaning: (i) publicly traded securities shall béued at the average of their closing prices (asnted in The Wall Street Journal), for
the five trading days immediately prior to closofgthe transaction between Company and the othity pad (ii) any other non-cash
consideration shall be valued at the fair markdievghereof as determined in good faith by the BadrDirectors of Company. Debt
assumed by the acquirer shall not constitute cenaibn or Non-Cash Consideration for purposesatifutating the Transaction Fee.
All amounts paid to Consultant as a Consulting lire@eunder shall be treated as an advance again3ransaction Fee, which
amount shall be deducted from the TransactioniFaay, but which amount shall not be refundabledmnsultant if a Transaction F
is not payable to Consultant hereunder.

(c) Subject to the terms and conditionthis Paragraph 2(c), the Transaction Fee shaleleened earned and payable upon
receipt of the total consideration at the closinthwespect to a Proposed Transaction and, witheedo contingent or deferred
payments, whether pursuant to promissory noteshar securities, if any, from time to time, onlyaupthe receipt thereof by us. If for
any reason whatsoever, including, without limitatithe act, omission, negligence or willful defaafliany party, including Compan



a Proposed Transaction is not consummated, theshallnot be entitled to any Transaction Fee. Ttamsaction Fee shall, at our
sole option, be payable in kind, depending uporfdh@ of consideration paid by the acquirer, in $lene proportions of cash and
securities as paid by the acquirer. In the eveatttthe Purchase Agreement provides that all ompanmtyof the total consideration paid
shall be deposited into an escrow account at go@ghe "Escrowed Portion™), then the amount of ybansaction Fee proportional to
the Escrowed Portion shall not be payable untiEserowed Portion is released. If the Escrowedi®ors released in installments,
then a portion of your Transaction Fee will be gagan proportion to each installment released ymdshall not be entitled to receive
any amount with respect to any Escrowed Portiorckvis returned to the acquirer. However, in anyainse where any cash or
securities which have previously been distributethe seller or holders of its equity interestsragired to be returned to the acqu
for any reason, you shall not be required to retunyr portion of your Transaction Fee to us. Yowehgragree that any securities
received by you as part of the Transaction Feeuneler shall be acquired and held by you subjettitdsame restrictions, if any,
applicable to the securities issued by the acqoirany affiliate thereof and that securities defed to you may bear an appropriate
legend with respect to any such restrictions.
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3. Company will reimburse to you youasenable out-of-pocket expenses incurred in cororesiith your services hereunder in
accordance with the Company's policies applicablestexecutive officers.

4. ltis understood that you are an pedelent contractor and shall not be considerec@gent for any purposes whatsoever, and you
are not granted any right or authority to assumereate any obligation or liability, express or Ira@, on our behalf, or to bind us in any
manner or thing whatsoever. You acknowledge thataye solely responsible for any and all taxes pigyly you with respect to all amounts
paid to you in connection with this agreement.

5. This letter constitutes the entireeggnent between us with respect to the subjecemagtreof and shall be governed by the internal
laws of the State of California without regardt®donflict of law principles. This agreement manyyobe amended by a writing executed by
all parties hereto.

6. The term of your duties under thiseggnent shall end on May 9, 2003, unless (a) eglyrestended by a writing signed by the
parties or (bkarlier terminated at Company's election due to yaaterial breach of or material default hereur{idreing understood that a
material default by you in your duties as the Omain of the Board shall be deemed to be a matezfautt by you hereunder); provided,
however, that such termination shall only beconfiectitze if the Company (acting upon duly adoptesbietions of the Board) shall first give
you written notice of the material breach or deffanhich notice shall (i) identify in reasonablgalethe manner in which the Compa
believes that you have breached or defaulted uhikeagreement or in the performance of your dwtethe Chairman and (ii) indicate the
steps required to cure such breach or defaultyandshall fail within 20 business days after reteilpsuch notice to substantially remedy or
correct the same. In the event of your materigh@inehereof or material default hereunder, Compaigliss and remedies shall be cumulative
and not exclusive. Notwithstanding the terminatorexpiration of this agreement, so long as yowehaat been terminated in accordance
this Paragraph 6 for material breach of or defantter this agreement, including any terminationbfeing in material breach of your duties as
the Chairman of the Board, you shall be entitled Transaction Fee if a Proposed Transaction wighparty closes on or before May 9, 2(

7. Nothing contained in this agreemdratisbe construed so as to require the commisdi@myp act contrary to law and whenever there
is any conflict between the provisions of this @&gnent and any statute, law, ordinance, order afaggn, contrary to which the parties
hereto have no legal right to contract, the lagtell prevail but, in such event, any provisiontte$ agreement so affected shall be curtailed
and limited only to the extent necessary to bringithin the legal requirements.

8. ltis hereby irrevocably agreed thlatlisputes or controversies between Company ants@tant arising out of, or in connection
with, or relating to this agreement and the tratisas contemplated hereby, shall be exclusivelydhesettled, and determined by binding
arbitration to be held in the City of Los Angel€qunty of Los Angeles, before a single arbitraitoigccordance with the then effective rules
of JAMS. The parties also agree that judgment neagriiered on the arbitration award by any courirfgaprisdiction thereof and the parties
consent to the jurisdiction of any court locatedhia City of Los Angeles, County of Los Angeles tiois purpose.

9. The Company agrees to indemnify yodi laold you harmless against any and all lossasns| damages, expenses and liabilities,
whether joint or several (collectively, "Liabilig&) to which you may become liable, directly orinedtly, arising out of or relating to this
agreement or your services hereunder, unless #islities result from your gross negligence or fullimisconduct. The Company further
agrees to reimburse you immediately upon requestifoeasonable expenses (including reasonalienalys' fees and expenses) as they are
incurred in connection with the investigation afeparation for, defense of, or providing evidenteany action, claim, suit, proceeding or
investigation (collectively, "Action") which dirdgtor indirectly arises out of or relates to
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this agreement or your services hereunder; prouidagin each such instance you shall provide ptamfice to the Company of any such
Action and you shall have the right to select scmhinsel.

10. This agreement may be executed imamyber of counterparts and transmitted by facsioolgy, each of which shall be deemed an
original and all of which when taken together skalhstitute one and the same agreement.

11. Each party hereto represents and warta the other party hereto that it has the mtcorporate power and authority to enter into
this agreement, it has taken all actions and obthall consents necessary to enter into this agregrand that by entering into this agreement
each such party shall not now nor with the passdgjee be in breach of or default under any otigmeement or obligation binding on such

party.
12. Each of Protea Group Inc. and Selvoffelacknowledge and agree that their obligaticer@tinder are joint and several.

13. Consultant shall not have the righageign this agreement or Consultant's rights bgations arising hereunder or in connection
herewith, except that Protea shall have the riglatssign this agreement together with its rights@bligations hereunder to Consultant.
Company shall have the right to assign this agre¢moegether with its rights and obligations hereaméh whole or in part.

14. The parties covenant and agree togakk actions and execute such documents as aesaeg or convenient to consummate the
transactions contemplated by this agreement.

15. This letter agreement supercedesiaritirety that certain Letter Agreement re Comsgland Advisory Services between Company
and Consultant dated as of May 9, 2002.

16. Consultant covenants and agrees totaiaithe strict confidentiality of this agreemérgether with any transactions contemplated
hereby. Consultant further acknowledges and agheg<ompany shall have the sole right to issueparficity, press releases,
announcements, or the like with respect to thisagent and the transactions contemplated herebamnsultant shall not, nor shall
Consultant authorize any other person to, issuesaoly publicity, press releases, announcementwedike absent the prior written consent of
Company.

17. Should a dispute arise between thiégesanereto with respect to this agreement or tifsgest matter hereof, the prevailing party in
any such dispute shall be entitled to recoverdésonable costs and attorneys' fees incurred mection with such dispute. In the event of
any arbitration as provided in Paragraph 8 hetbefarbitrator shall determine the prevailing pamtguch dispute and award appropriate ¢
and attorneys' fees as provided in this paragraph.
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Please indicate your agreement to the fonggby signing and returning to us the enclosquyad this letter.

MOTORCAR PARTS & ACCESSORIES, IN(

By:

Anthony Souza
President, CEO and Direct

Mel Marks
Director

Murray Rosenzweig
Director

ACCEPTED AND AGREED TO



PROTEA GROUP INC

By:

Its:

SELWYN JOFFE, an individue
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