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Washington, D.C. 20549

Form 10-K
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[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES
EXCHANGE ACT OF 1934 FOR THE TRANSITION PERIOD FROM TO

Commission File No. 0-23538
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subject to such filing requirements for the pastfg@s. Yes X No

Indicate by check mark if disclosure of delinqulets in response to Item 405 of Regulation S-Kas$ contained herein, and will not be
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Indicate by check mark whether the registrant is@selerated filer (as defined in Rule 12b-2 ofAle) Yes No X

The aggregate market value, calculated on the batie average bid and asked prices of such stn¢ke Internet Billboard, of Common
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MOTORCAR PARTS & ACCESSORIES, INC.

PART |

Unless the context otherwise requires, all refeesnio this Annual Report on Form 10-K to “the Comypa “we,” “us,” and “our” refer to
Motorcar Parts & Accessories, Inc. and its subsigia. This Form 1-K may contain forward-looking statements withia theaning of
Section 27A of the Securities Act of 1933 and @e&1E of the Securities Exchange Act of 1934. Swelard-looking statements involve
risks and uncertainties. The Company’s actual sswlay differ significantly from the results dissed in any forward-looking statements.
Discussions containing such forwelooking statements may be found in the materielasth under “Item 1. Business,” and “ltem 7.
Managemer's Discussion and Analysis of Financial ConditiamdaResults of Operations,” as well as within thigrf 10-K generally.

We file annual, quarterly and special repgtexy statements and other information with th&€€SBur SEC filings are available free of
charge to the public over the Internet at the SE@bsite ahttp://www.sec.govWe are in the process of making our SEC filingailable or
our website (www.mpaa-inc.com) which we hope taagglish by September 2003. You may also read apy any document we file with
the SEC at its public reference rooms in Washingibf., New York, NY and Chicago, IL. Please ch# SEC at (800) SEC-0330 for further
information on the public reference rooms.

ltem 1. Business
General

Motorcar Parts & Accessories, Inc. is a legdiemanufacturer of replacement alternators amntessafor imported and domestic cars and
light trucks. These vehicles, which are manufaatureth in the United States and overseas, incluaigyrof the most recognizable brands
from companies such as General Motors, Ford, Cary§byota, Honda, Nissan, Mazda, and Volkswagem.ddmpany also assembles and
distributes starter ignition wire sets for importetd domestic cars and light trucks.

Our products are sold throughout the UnitedeStto some of the nation’s largest chains ofl retidomotive stores, including AutoZone,
CSK Automotive, and O’Reilly AutomotiveThe Company also supplies remanufactured altermatwd starters to General Motors. These
General Motors units are sold through their Serfiagts Operation, which includes distribution thgloaut the United States and Canada. Our
marketing and sales efforts have been principabregd toward automotive chain stores as well ag@eMotors’ Service Parts Operation.
We believe that chain stores represent the fagtesting segment of the automotive after-market gty which is consistent with our
existing targeted customers. During fiscal 200828nd 2001, approximately 99%, 97% and 97% reségtof the Company’s sales were
to automotive chain stores, which is comprisedpgraximately 5,500 stores, and the General Mot@tsidution network. The balance of
sales went primarily to warehouse distributors sméller retail chains.

Presently, we believe that automotive retadlios control approximately 40% of the automotifteramarket for alternators and starters. Of
the remaining 60%, 52% is controlled by
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traditional warehouse distributors and organizeginmigroups, mostly focused on the professiondhites market. We believe we are well-
positioned to penetrate this segment of the mahketigh our affiliation with General Motors’ Sergi®arts Operation which is currently
supplying a portion of this market, and througheotbthannels. In addition, we see potential growtbugh the efforts made by our existing
retail chain store customers in the professiorsthifer marketplace who are pursuing this markgtioyiding products directly to these
professionals.

The Automotive After-market Industry

The automotive after-market for alternatord atarters has grown in recent years. Managemdinat/bs that this growth has resulted from,
among other trends, (1) the increased number a€leshin use, (2) the increased number of milegedrieach year and (3) the growth of
vehicles at their prime repair age of seven yeadsadder. Based upon market information it haseeed, management believes the average
age of vehicles in operation in the United Stage®.1 years.

Two distinct groups of end-users buy replacgraetomotive parts: (1) individual “do-it-yourse]D1Y] consumers; and (2) professional
“do-it-for-me” [DIFM] installers. The individual azssumer market is typically supplied through retailend retail arms of warehouse
distributors. Automotive repair shops generallyghase parts through local independent parts wHelssahrough national warehouse
distributors and, at a growing rate, through conumia¢account programs with automotive parts retaifémed at servicing the professional
“DIFM” installers. We believe we are watlesitioned for potential growth in both the DIY rkat through increased sales to our existing r
chain store customers and the DIFM market throhghetforts of automotive parts retailers to exptradr sales to professional installers.

The increasing complexity of cars and lightks and the number of different makes and modétsese vehicles have resulted in a
significant increase in the number of differeneaiators and starters required to service impateddomestic cars and light trucks. To
respond to this market development, we have inecettsee number of items we carry.

The technology used in our products, partitylalternators, has become more advanced in regpimnthe installation in vehicles of an
increasing number of electrical components suatelslar telephones, power windows and mirrorstéaear windows and seats, air
conditioning equipment, high-powered radio andesiesystems and audio/visual equipment. As a restitis increased electrical demand,
alternators are more technologically advanced amndipit sales prices have increased accordingly.

Remanufacturing, which involves the reuseartpwhich might otherwise be discarded, creamspaly of parts at a lower cost to the end
user than newly manufactured parts, and makesadlaihutomotive parts which are no longer beingufatured. Remanufacturing benefits
automotive repair shops by relieving them of thecht rebuild worn parts on an individual basis eodserves material which would
otherwise be used to manufacture new replacemetst g2ur remanufactured parts are sold at compeljtiower prices than most new
replacement parts.
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Company Products

Our primary products consist of remanufactusggdlacement alternators and starters for both itedand domestic cars and light trucks.
We also assemble and distribute ignition wire gmtshe automotive aftemarket for use in a wide variety of makes and n®déforeign ant
domestic vehicles. During fiscal years 2003, 208@ 2001, sales of replacement alternators andessasbnstituted 99% of our fiscal year
total sales. Alternators, starters and ignitioneveiets are essential components in all makes addlmof vehicles. These products constitute
non-elective replacement parts, which are requived vehicle to operate. Approximately 99% of puwducts are sold for resale under
customer private labels, with the remaining 1% fesiold under our brand name, which includes theofiserr trademark, “Quality Built to
Last"®. Customers that sell our products undergtevabel include AutoZone, CSK Automotive, O’'Rgilutomotive, and General Motors.

Our alternators and starters are producecett wr exceed automobile manufacturer specificatidfe remanufacture a broad assortment
of alternators and starters in order to accommatth&@roliferation of applications and productsige. Currently, we provide a full line of
approximately 1,500 different alternators and 1,8@f@rent starters. Our alternators and startexpeovided for virtually all foreign and
domestic vehicle manufacturers.

Customers and Customer Concentration

Our products are marketed throughout the drifttes and Canada. Our customers consist of gbthe largest retail automotive chain
stores along with some small to medium-sized autivaevarehouse distributors and General Motors aiheell our products in the United
States. The Company also sells its products throuig@anada via General Motor’s distribution netwolniannels. Currently, we service
automotive retail chain store accounts totalingrapimately 5,500 retail outlets.

A significant percentage of our sales are eatrated among a relatively small number of custsim@ur three largest customers, Auto
Zone, CSK Automotive and O’Reilly Automotive, acooed for approximately 91% of total net sales dyifiscal 2003. Similarly, during
fiscal 2002 and 2001, our three largest custommrsumted for approximately 86% and 69% respectjwaflyotal net sales. In fiscal 2003, we
lost one automotive retail chain store customeriariidcal 2002 we lost one retail chain store oostr. There can be no assurance that this
concentration trend among customers will changherfuture. The loss of a significant customerudrstantial decrease in sales to such a
customer could have a material adverse effect osales and operating results. Because of theammpetitive nature of the market for
remanufactured starters and alternators and thieeimumber of customers for these products, ostorners have increasingly sought and
obtained price concessions and more favorable patyraens. AutoZone, our largest customer, has béguamove towards a system where it
takes our inventory on consignment and does na@peesponsibility to pay for this inventory untihas sold the relevant inventory item to
one of its customers. The increased pressure we dgerienced from our customers has adverselydtegaur profit margins and may be
expected to do so in the foreseeable future.

Operations of the Company
Cores

In our remanufacturing operations, we obtaeadualternators and starters, commonly known az&€pwhich are sorted by make and
model and stored until needed. When needed
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for remanufacturing, the cores are completely disabled into component parts. Components, whictbeancorporated into the
remanufactured product, are thoroughly cleanetedesnd refinished. All components known to be scitjo major wear and those
components determined not to be reusable or rdpaisae replaced by new components. The unit is thassembled on an assembly line
a finished product. Inspection and testing are ootetl at various stages of the remanufacturinggesiand each finished product is inspe
and tested on equipment designed to simulate peaioce under operating conditions. Components @&scevhich are not used by us in our
remanufacturing process are sold as scrap.

The majority of the cores remanufactured bynesobtained from customers as trade-ins, whietceadited against future purchases. Our
customers offer consumers a credit to exchangeuked units at the time of purchase. To a lesgeng we also purchase cores in the open
market from core brokers, who are dealers spetiglin buying and selling cores. Although we bedi¢liat the open market does not and
continue to not be a primary source of cores,tasket offers a supplemental source for maintaistogk balance. Other materials and
components used in remanufacturing are also puedhashe open market. The ability to obtain carethe types and quantities required by
us is essential to our ability to meet demand.

The price of a finished product sold to oustomers is generally comprised of a separatelyigegbamount for the core included in the
product (“core value”) and an amount for remanufaoy (“value added”). Upon receipt of a core framustomer, we generally give a credit
to the customer for the core value originally iroea with respect to that core. Typically, the ocgafuie credit given to a customer exceeds the
market value of the core accepted as a trade-intédted this difference in cost of sales. We gdhgeliait core returns to cores sold to the
specific customer which are in remanufacturabledi@n. Core values fluctuate on the basis of sgivectonomic factors, including market
availability, seasonality and demand.

Production Process

The initial step in our remanufacturing pracbegins with the receipt of cores. The cores ssessed and evaluated for inventory control
purposes and then sorted by part number. Eachisommpletely disassembled into all of its fundataboomponents. The components are
cleaned in a process that employs customized eeuipand cleaning materials. The cleaning proceasdemplished in accordance with the
required specifications of the particular component

After the cleaning process is complete, thrponent parts are inspected and tested as preddnybe Company’s QS-9000 approved
quality control program. (QS-9000 is an internagiynrecognized, world class, automotive qualitgteyn.) This program, which is
implemented throughout the operational procedgasvn as statistical process control. Upon paseégé tests, which are monitored by
designated quality control personnel, the companarg ready for assembly into required units. Ealth assembled unit is then subjected to
additional testing to ensure performance and qudfinished products are then either stored infdbmpany’s warehouse facility or packaged
for immediate delivery. To maximize manufacturirffioiency, the Company stores component parts réadgssembly in its warehousing
facilities. The Company’s management informatiostegns, including hardware and software, facilitteeremanufacturing process from
cores to finished products.
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We continue to explore opportunities for impny efficiencies in our manufacturing process. iBgifiscal 2003, we reorganized our
manufacturing processes to combine product famiigis similar configurations into dedicated factavprk cells. This change impacted
approximately 80% of our production volume.

We assemble ignition wires from componentsufectured by third parties. The assembly processines the cutting of predetermined
lengths of wire, which have been manufactured tospecifications, and then attaching terminals lamats to the ends of such wire.
Ultimately, the final product is tested and pacldigader our customer’s private label.

We also conduct business through two whollpesvforeign subsidiaries, MVR Products Pte. Limit#dVR"), which operates a shippil
and receiving warehouse, testing facility and neant office space in Singapore and Unijoh Sdn. Bhdhijoh”), which conducts
remanufacturing operations in Malaysia, similatitose conducted by MPA at our remanufacturing itsdih Torrance. These foreign
operations are conducted with quality control stadd similar to those currently implemented atGoenpany’s remanufacturing facilities in
Torrance. The facilities of MVR and Unijoh are ltaé approximately two hours apart by car. We belignat the operations of our foreign
subsidiaries are important because of the lowarlabsts experienced by these entities for the samanufacturing process. The foreign
subsidiaries produced in fiscal 2003, 2002 and Ajijfroximately 160,000, 195,000, and 197,000 uait3%, 9% and 9% respectively of
total production for each of the last three ye@itese units are distributed by the Company fromlifacilities.

Product Warranty

We have a warranty policy that we believeysdal for the remanufactured automotive replacerparts industry. Like other re-
manufacturers, we only accept product warranti@s fon-going customers. If a customer ceases daisméss with us, we recognize no
further obligations to that customer with respegbtoduct warranties and hence, no additional wayreeturns would be accepted by us. This
is standard industry practice. The customer wouttiharily send any returnable products to a newareufacturer maintaining the same
policy, which remanufacturer would accept the paiduarranty and grant appropriate credits regasddésvhether the units were originally
purchased from that new remanufacturer. We gendialbw this industry practice and provide the sawarranty and trade-in rights when
we take over businesses that had previously bggyosied by another remanufacturer.

As a result of this product warranty policye account for product warranties on a current bakseserve is made for future product
warranties since there is no on-going obligatioadoept such warranties in the absence of contirgates to the returning customer. We
believe that our warranty rate has been consistéghtrates generally experienced in our industry.

Sales, Marketing and Distribution
We market and distribute our products natign@ur products are sold principally under ourtousers’ private labels.

We focus our sales efforts on automotive retamins, which we believe constitutes the domirhstribution channel in our market. We
also sell our alternators and starters to General
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Motors. Products are delivered directly to the olsadistribution centers which then deliver the alemdise directly to the retail stores for
purchase by consumers or, in the case of Gener&rb]do its Service Parts Operation for distribntiWe also satisfy our retailers and
General Motors needs for special and timely praglbgtproducing individual units and shipping thasés for overnight delivery via our
special order programs. We believe we have obtaigadficant marketing, distribution and manufaatgrefficiencies by focusing our sales
efforts on chains of automotive retail stores.ddition, we are attempting to expand our custonasetby exploring options to solicit new
outlets for our products.

We publish for print and electronic distrilmrtia catalog with part numbers and applicationsuofalternators and starters, along with a
detailed technical glossary and explanation daabA® believe that we maintain one of the markabst extensive catalog and product
identification systems, offering one of the wideatieties of alternators and starters availabkénmarket.

Accounting for Inventory

We record core inventory at the lower of aorstnarket. Market value for cores is based uponparisons to current core broker prices.
Beginning with fiscal year 2001, we refined thidippto reduce the standard cost for cores wheohmases of any particular core is greater
than 25% of the total number of that particularecon hand. Such values are normally less thandteev@lue credited to customers’ accounts
when cores are returned to us as trade-ins. Addiliip, we review core inventory to identify exceggntities and maturing product lines. An
allowance for obsolescence is provided to reduce carrying value to its estimated market valueesehadjustments to core inventory values
result in a corresponding charge against cost oflgsold.

In addition to our policy of accounting forres, in fiscal 2001 we modified our accountinggtock adjustments. Under the terms of
certain agreements with our customers and consisiémindustry practice, our customers from tiroditne are allowed stock adjustments
when the inventory level of certain product linegheir stock exceed their anticipated levels tésto their end-user customers. These
adjustments are made by our acceptance into injeafdhese customer’s overstocks, and they daaote at any specific time during the
year and can have a substantial effect on our fiahstatements

Historically, we charged a portion of stoclustinent returns against net sales and expensdzhthece as cost of goods sold when the
returns were made. In the third quarter of fis@ 2, because of an unprecedented large returndrantustomer, the Company recognized
adjustments of $898,000. Therefore, in the fourthrter of fiscal 2001, we began to provide for anthty $75,000 allowance to address the
anticipated impact of stock adjustments. The stmjkstments and the allowance amounts we recogimizigtal 2001 reduced our gross
profit and net income by $1,123,000. The allowaar®unts we recognized in fiscal 2002 and 2003 teuh gross profit and net income
decreasing by $898,000 and $962,000, respectiCelgrently, we accrue $80,000 monthly, and the casseciated with stock adjustments,
are charged against this allowance. As of Marct2803 and 2002, the balance in the stock adjustresetve account was $794,000 and
$609,000 respectively. This allowance is reviewedrterly to determine if the monthly accrual shooddadjusted. The stock adjustments
accepted by the Company were $777,000 and $518;0D3 and 2002, respectively.
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Seasonality of Business

Due to the nature and design as well as therulimits of technology, alternators and starteaditionally fail when operating in extreme
conditions. That is, during summer months, whendheperature typically increases over a sustaimeibg of time, alternators are more apt
to fail and thus, an increase in demand for oudpets typically occurs. Similarly, during winter mtbs, when there is typically a period of
sustained cold weather, starters are more aptltarfd thus, an increase for our products occuasnagince these are both non-elective
replacement parts which are mandatory for the diparaf the vehicle, they require replacing immeel As such, summer months tend to
show an increase in overall volume — particulaolydlternators, with a few spikes in the winterartjgularly for starters.

Competition

The automotive after-market industry of renfanturers and rebuilders of alternators and swfterimported and domestic cars and light
trucks is highly competitive. Our direct competi@nclude two other large remanufacturers as vgeliadf dozen medium-sized re-builders
and a large number of small regional and specialtyanufacturers.

The reputation for quality and customer servidich a supplier enjoys is a significant factoaipurchaser’s decision as to which product
lines to carry in the limited space available. Védye that these factors favor MPA, which provideslity replacement automotive produ
rapid and reliable delivery capabilities as welpasmotional support. In this regard, there is éasing pressure from customers, particularly
the large ones that we sell to, for suppliers tuvjote “just-in-time” delivery, which allows delivgion an as-needed basis to promptly meet
customer orders. We believe that our ability tovide “just-in-time” delivery distinguishes us fromany of our competitors and provides a
significant competitive advantage and may alsoasgmt a barrier to entry to current or future catitqrs.

Price and payment terms are very importantpeitive factors. The concentration of our salesagna small group of customers has
increasingly limited our ability to negotiate faabty for our products. As such, we are pursuingotutlets to market our products.

Our products have not been patented nor dbelieve that our products are patentable. We wilitinue to attempt to protect our
proprietary processes and other information byimglpn trade secret laws and non-disclosure anfidmontiality agreements with certain of
our employees and other persons who have access foprietary processes and other information.

Governmental Regulation

Our operations are subject to federal, statelacal laws and regulations governing, amongratiiegs, emissions to air, discharge to
waters, and the generation, handling, storagesp@mation, treatment and disposal of waste anerattaterials. We believe that our business,
operations and facilities have been and are bgiegated in compliance in all material respects &jiplicable environmental and health and
safety laws and regulations, many of which provatesubstantial fines and criminal sanctions falafions. Potentially significant
expenditures, however, could be required in ordeomply with evolving environmental and health aafety laws, regulations or
requirements that may be adopted or imposed ifutiee.
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Employees

We have approximately 700 full-time employaésur Torrance, California and Nashville, Tennedseilities. Of our employees, 53 are
administrative personnel and 7 are sales persoimatidition, we employ approximately 125 peoplewt wholly owned subsidiary
companies in Singapore and Malaysia. None of oypl@yees is a party to any collective bargainingeagrent. We have not experienced any
work stoppages and consider our employee relatmbs satisfactory.

Evaluation of Strategic Options

We are continuing to evaluate strategic otittrat we might pursue to enhance shareholder vahese could include an acquisition of
another company or a sale of our company to a fiarty. We have hired an investment banking firmgsist us in these efforts, which are
ongoing. There is no assurance, however, that Wemter into any transaction as a result of otorés in this regard.

Item 2. Properties

We presently lease facilities in Torrance,ifGatia, and Nashville, Tennessee. In fiscal 20@2awmpleted the consolidation of our two
Torrance facilities into a single building contaigian aggregate of approximately 227,000 squateafeknegotiated a new lease extending
the lease term for an additional five years comrmgndpril 1, 2002 and ending March 31, 2007 andviaing for a base rental rate of
$94,358 per month. This represents an increas2®587 per month or a 45.7% increase in the rerftadebeen paying during the prior lease
term for the single facility we have continued tdize. However, when compared to the total montielgt we previously paid for our two
buildings in Torrance prior to its consolidatiohistnew rent represents a decrease in total regmigats of $18,014 per month. Efficiencies
realized from being located in a single facilityaisother benefit of this consolidation. We beliévat our facilities are sufficient to satisfy our
foreseeable production requirements.

We have approximately 1,200 square feet afddaffice space in Nashville, Tennessee. This®ffi used for managing our purchasing
activities.

In addition, our subsidiaries have facilitigdeased locations in Singapore and Malaysia wbiadupy nearly 50,000 square feet of
manufacturing, warehousing, and office space.

Item 3. Legal Proceedings

On September 18, 2002, the Securities anddbgegh Commission filed a civil suit against the Campand its former chief financial
officer, Peter Bromberg, arising out of the SE@gaistigation into the Company’s financial stateraantd reporting practices for fiscal years
1997 and 1998. Simultaneously with the filing o ®EC Complaint, the Company agreed to settle B{&sSaction without admitting or
denying the allegations in the Complaint. Undertdrens of the settlement agreement, the Compasiytigect to a permanent injunction
barring the Company from future violations of thgifsaud and financial reporting provisions of tleeleral securities laws. No monetary fine
or penalty was imposed upon the Company in conmeetith this settlement with the SEC. The SEC'scagainst Bromberg has not been
settled. In addition, the United States Attorne9fice for the Central District of California filed
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criminal charges against Bromberg on Septembe20® relating to his alleged role in the actioret florm the basis for the SEC'’s
Complaint. Bromberg has pled guilty to these cheuayal is awaiting sentencing.

The United States Attorney’s Office had pregly informed the Company that it does not intemgursue criminal charges against the
Company arising from the events involved in the SEfnplaint. On February 13, 2003, the Company vecka letter from the U.S.
Attorney’s Office confirming this information. THBompany has been informed that the U.S. Attorn&ffice has advised Richard Marks
that he is a target of its investigation. During 1997 and 1998 periods under investigation, MnKglaerved as the CompasyPresident an
COO. Mr. Marks is currently an advisor to the Comyga Chief Executive Officer and Board of Directors

Based upon the terms of agreements we prdyieagered into with Richard Marks and Peter Brorgb&e have been paying the costs
they have incurred in connection with the SEC ar8. Attorney’s Office’s investigation. During fidc2003, we incurred costs of
approximately $603,000 and $165,000, respectivelyhehalf of Richard Marks and Peter Bromberg.

While we are now current with respect to oBCHilings, we did not file a number of periodigpuets we were obligated to file in prior
periods. The SEC is aware of this fact and hasrréetl the Company that it has the authority to revksuspend the Company’s registration
under the Securities Exchange Act of 1934 as dtrekthis non-compliance situation, which SEC aotivould prevent sales of the
Company’s common stock through broker/dealers.

The Company is subject to various other latgsamd claims in the normal course of business.dgament does not believe that the
outcome of these matters will have a material axtveffect on its financial position or future reésudf operations.

Item 4. Submission of Matters to a Vote of Security Holders
None.

10
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PART Il

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matter:

Our Common Stock, par value $0.01 per shaee“@ommon Stock”), is currently traded on the tne Billboard. Since trading on the
Billboard can be sporadic, it may not constituteeatablished trading market for our Common Stotie llowing table sets forth the high
and low bid prices for our Common Stock during eqahrter of fiscal 2003 and 2002 as tracked orirtteznet billboard. The prices reflect
inter-dealer quotations and may not represent httargsactions and do not include any retail mapk;umarkdowns or commissions.

Fiscal 2003 Fiscal 2002
High Low High Low
1st Quarte $4.0¢ $3.2( $1.4C $1.04
2nd Quarte $4.0C $2.6¢ $2.9¢ $1.1C
3rd Quarte! $2.95 $2.65 $3.4C $2.3¢
4th Quartel $3.0C $2.1¢ $5.0C $3.1¢€

As of June 26 2003, according to Continentatls Transfer & Trust Company, there were 7,960 gi5&res of Common Stock outstanding
held by 48 holders of record.

We have never declared or paid dividends erCaimmon Stock. The declaration of dividends inftitare is at the discretion of the Board
of Directors and will depend upon the earningsijtadpequirements and financial position of the Qamy, general economic conditions, s
law requirements and other relevant factors. Iritemd our agreement with our lender prohibits payof dividends without the barskprior
consent, except dividends payable in Common Stock.

During fiscal year 2002, we sold 1,500,000rsh@af Common Stock to Mr. Mel Marks, our founded @ board member. The total
purchase price for the stock was $1,500,000 aice per share of $1.00. The valuation firm thatemgaged to render a fairness opinion of
this transaction concluded that this price perehaas fair to our shareholders from a financiahpof view. For purposes of this
determination, the fairness of the transaction eaduated as of November 30, 2000, the date thaMdrks agreed to provide $1,500,000 to
us to finance a portion of the class action settletm(The Companyg’stock closed on November 30, 2000 at $1.00 @eeshOn that date, v
did not have the resources to pay our portion efsittlement from operating cash flow and wereireduo raise these funds from an exte
source. The shares were sold to Mel Marks withegistration under the Securities Act of 1933 imarete upon an exemption from
registration provided under Section 4(2) of theuBities Act of 1933 and Regulation D of the SedesitAct of 1933, as amended.

11
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Equity Compensation Plan Information

(a) (b)

©

Weighted-average exercise pri
of outstanding options warranti
and rights

Number of securities to k
issued upon exercise of
outstanding options, warrants
and rights

Plan Category

Equity compensation
plans approved by
securities holder

Equity compensation
plans not approved t
security holder:

Total

940,37¢ $2.82

N/A

940,37! $2.82

@)

shares issued under the Dire’s Plan.

Number of securities remainit
available for future issuance
under equity compensation
plans [excluding securities
reflected in column (a

54,3751)

N/A
54,37¢

Consist of options issued pursuant to our 1994IByee Stock Option Plan, as amended, our 1996 &rapl Stock Option Plan and
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ltem 6. Selected Financial Date

The following selected historical consolidafincial information as of March 31, 2003 and btaB1, 2002 and for each of the years
ended March 31, 2003, March 31, 2002 and Marct23Q1, has been derived from and should be readnjuction with our consolidated
financial statements and related notes theretoded elsewhere in this report. Because of thefiigni costs that would have been incurred

by the Company, we elected not to restate our iimhstatements for fiscal 1999 to reflect the maethod for valuing inventory that we

adopted at the beginning of fiscal 2000. As a testd are only including four years of selectedfinial data.

Fiscal Year Ended March 31,

Income Statement Data: 2003 2002 2001 2000
Net sales $167,566,00 $172,040,00 $160,699,00 $194,293,00
Operating income (los! 6,944,001 11,241,00 (389,000 (8,535,00i)
Income (loss) before cumulative effect of accoun
change 10,625,00 11,689,00 (4,102,001 (10,542,00)
Cumulative effect of accounting change — — — (17,702,00)
Net income (loss 10,625,00 11,689,00 (4,102,001 (28,244,00)
Basic income (loss) per she $ 1.32 $ 1.61 $ (.63 $ (1.69)
Diluted income (loss) per she $ 1.24 $ 1.51 $ (.63 $ (4.37)
Fiscal Year Ended March 31
2003 2002 2001 2000
Balance Sheet Data
Total asset 59,282,00 71,296,00 60,108,00 71,801,00
Working capital 20,801,00 9,404,001 1,836,00! 2,996,00!
Line of credit 9,932,001 28,029,00 28,950,00 36,661,00
Long-term debt and capitalized lease obligatiofess
current portion: 209,00( 915,00( 2,099,00! 3,062,001
Shareholder equity 37,453,00 26,823,00 13,298,00r 17,393,00

(1) Effective April 1, 1999, the Company changed itshod of valuing inventory and recorded a cumulaséffect of accounting change

$17,702,000, which is reflected in the March 310@Consolidated Statement of Operatic
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Disclosure Regarding Private Securities Litigatieform Act of 1995

This report contains certain forward-lookigtements with respect to the future performandd@Company that involve risks and
uncertainties. Various factors could cause acerllts to differ materially from those projectedsirch statements. These factors include, but
are not limited to: concentration of sales to dartaistomers, changes in the Company’s relationsitipany of its customers, including the
increasing customer pressure for lower prices aokrfavorable payment terms, the Company'’s failanmeet the financial covenants or the
other obligations set forth in its bank credit agnent and the bank’s refusal to waive any suchultsfahe potential for changes in consumer
spending, consumer preferences and general ecomomiitions, increased competition in the autoneoparts remanufacturing industry,
unforeseen increases in operating costs and abtr discussed herein and in the Company’s dithegys with the Securities and Exchange
Commission.

General

The following discussion and analysis showdddmad in conjunction with the financial statememtd notes thereto appearing elsewhere
herein.

Critical Accounting Policies

Under the terms of certain agreements withcogtomers and industry practice, our customers fime to time are allowed stock
adjustments when the inventory level of certairdpia lines exceed the anticipated level of salentbuser customers. These adjustment:
made when we accept into inventory these customees’stocks, which do not occur at any specifietiohring the year. During fiscal year
2003 we expensed $962,000 in cost of goods scdah aslditional allowance for stock adjustments. all@vance reserve for stock
adjustments was $794,000 and $609,000 as of MdrcBO®3 and March 31, 2002, respectively. Thisnedlace is reviewed quarterly to
determine if the monthly accrual should be adjusted

We have taken a systematic approach in eshaj a reserve for excess and obsolete invenitig reserve is based upon our knowledge
of the industry, communication with core brokers aoppliers, scrap values and discussions witltastomers and is computed based upon
historical usage and a product’s life cycle. Tleisarve account decreased in fiscal 2003 by $156r060%$3,715,000 in fiscal year 2002 to
$3,565,000 in fiscal year 2003. In fiscal 2002s thecount decreased by $159,000 from $3,874,00€cal year 2001 to $3,715,000 in fiscal
year 2002. Both of these decreases were due fodheased quality of our inventory on hand andditinued focus on sales of obsol
inventory.

We adjust the value of cores in three wayswfien purchases constitute 25% or more of quaatititand, then a weighted average cost is
applied, (2) cores not adjusted for purchases jratd adjusted every six months based on a conopatiascore broker prices. All cores that
have a difference between the carrying value aedjtloted core broker price of 35% or greater ajessetl to reflect the change in market
value, and (3) a valuation reserve is maintainedhose cores not adjusted by the above policieis. feserve is based upon the
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inherent value of cores which we estimate havéeaiicle of 20 years. This reserve account decceimstiscal year 2003 by $227,000 from
$264,000 in fiscal year 2002 to $37,000 in fisd@02 In fiscal year 2002, this reserve accountekszd by $110,000 from $379,000 in fiscal
year 2001 to $264,000 in fiscal year 2002. The elesz in both years was principally the result ef@ompany continuing to decrease

core inventory by selling and scrapping cores.

The valuation allowance for deferred tax asgebased upon management’s estimate of currénfudure taxable income. Due to the
seasonality of our business, the passage of th€kdtion and Work Assistance Act of 2002 and amexation of our tax returns for the
fiscal years 1996 through 2000, we have been unialdempute with any certainty our deferred taxebss a quarterly basis for fiscal 2002
and 2003. During the fourth quarter of fiscal 2@®8 2002, we recognized a tax benefit of $4,331:0@D$4,005,000, respectively.

Recent Accounting Pronouncements

In August 2001, the FASB issued SFAS 144 “Anding for the Impairment or Disposal of Long-LivAdsets.” This statement addresses
financial accounting and reporting for the impainer disposal of long-lived assets. This statensepercedes SFAS No. 121, “Accounting
for the Impairment of Long-Lived Assets and for igebived Assets to be Disposed Of,” and the accagndind reporting provisions of APB
Opinion No. 30, “Reporting the Results of OperasienReporting the Effects of a Disposal of a Segroéa Business and Extraordinary,
Unusual and Infrequently Occurring Events and Taatiens,” for the disposal of a segment of a bussr{as previously defined in that
Opinion). SFAS No. 144 was effective January 1,20Me adoption of SFAS 144 did not have a matariphct on the Company’s
consolidated financial statements.

In April 2002, the FASB issued SFAS No. 148sBission of FASB Statements No. 4, 44, and 64,dment of FASB Statement No. 13,
and Technical Corrections. SFAS no. 145 eliminttiesequirement to classify gains and losses flmrextinguishments of indebtedness as
extraordinary, requires certain lease modificatiinise treated the same as a sale-lease backdtians@and makes other non-substantive
technical corrections to existing pronouncemenige Tompany has adopted SFAS No. 145 in 2002 asdifital the net gain on settlemen
debt as a component of reorganization expensedseoaiccompanying consolidated financial statements.

In July 2002, the FASB issued SFAS 146, “Actimg for Costs Associated with Exit or Disposalti#ities,” which addresses financial
accounting and reporting for costs associated axthor disposal activities and supersedes Emengisiges Task Force (EITF) Issue 94-3,
“Liability Recognition for Certain Employee Terminan Benefits and Other Costs to Exit an Activityoluding Certain Costs Incurred in a
Restructuring).” SFAS 146 requires that a liabifity a cost associated with an exit or disposavigte recognized when the liability is
incurred. Under EITF 94-3, a liability for an exidst was recognized at the date of an entity’s cibmemt to an exit plan. SFAS 146 also
establishes that the liability should initially beeasured and recorded at fair value. The adopfi®@+AS 146 effective January 1, 2003, did
not have a material impact on the Company’s fir@rstatements.

In December 2002, the FASB issued SFAS No, M8Amendment to SFAS No. 123, Accounting for &@ased Compensation, which
gives companies electing to expense employee siptiéns three methods to do so. In addition, tatestent amends the disclosure
requirements to require more prominent disclosbmitithe method of accounting for stock-based eygg@@ompensation and the effect of
the method used on reported results in both aramalinterim financial statements. The Company fexted to continue to use the intrinsic
value method of accounting for stock-based compmmsal herefore, the amendment to SFAS No. 123matihave any effect on the
Company’s financial statements. SFAS No. 148 adsiires companies to include prominent disclostitheomethod of accounting used and
potential effect of the method used on reportedltesn both annual and interim financial statersefihese disclosures are included in
Note 12— “Stock-Based Compensation” on the financial stegets.

In November 2002, the FASB issued Interpretahlo. 45, Guarantas’Accounting and Disclosure Requirements for Guees) Including
Indirect Guarantees of Indebtedness of Others, wdli@borates on the disclosures to be made inrmeand annual financial statements of a
guarantor about its obligations under certain gutas that it has been issued. It also clarifiasdiguarantor is required to recognize, at the
inception of a guarantee, a liability for the fe@lue of the obligation undertaken in issuing argotee. Initial recognition

15




Table of Contents

and measurement provisions for the interpretatieragplicable on a prospective basis to guaramgsaed or modified after December 31,
2002. The disclosure requirements are effectivdifiancial statements of interim or annual periedding after December 15, 2002. As of
December 31, 2002, the Company did not have arstanding guarantees.

In January 2003, the FASB issued Interprataio. 46, Consolidation of Variable Interest Emstiwhich addresses consolidation by
business enterprises of variable interest entiesisolidation by a primary beneficiary of the asskabilities and results of activities of
variable interest entities will provide more contplenformation about the resources, obligatiorsksriand opportunities of the consolidated
company. The interpretation also requires disclesabout variable interest entities that the comjEnot required consolidate but in which
it has a significant variable interest. The cordatlon requirements of Interpretation No. 46 appiynediately to variable interest entities
created after January 31, 2003 and apply to oldiiiess in the first fiscal year or interim peribegginning after June 15, 2003. Certain of the
disclosure requirements apply in all financial sta¢nts issued after January 31, 2003, regardlesbef the variable interest entity was
established. The Company is in the process of atialythe disclosures and possible impact of adgptiterpretation No. 46 and does not
believe such adoption will have a material impattts financial statements.

Results of Operations

Fiscal Year Ended March 31,

2003 2002 2001
Net Sales 100.% 100.%  100.(%
Cost of Goods Sol 89.6% 88.(% 92.€%
Gross Margir 10.4% 12.(% 7.4%
General and Administrative Expens 5.4% 4.2% 5.2%
Selling Expense 0.7% 0.7% 0.8%
Litigation Settlemen — — 0.€%
Restructuring Expenst — — 0.5%
Research and Developme 0.2% 0.2% 0.2%
Provision for Doubtful Account (0.1%) 0.2% (0.1%)
Operating Income (Los! 4.1% 6.€% (0.2%)
Interest Expense, net of Interest Incc 0.8% 2.1% 2.2%
Income (Loss) Before Income Tax 3.2% 4.5% (2.5%)
Income Tax Benefi 3.C% 2.% —
Net Income (Loss 6.2% 6.6% (2.5%)
| | |

Fiscal 2003 compared to Fiscal 2002

Net sales for fiscal year ended March 31, 2088 $167,566,000, a decrease of $4,474,000 &6 #dm the prior years’ sales of
$172,040,000. This decrease in net sales is patigipelated to the loss of two customers whichuliesl in a reduction in net sales of
approximately $3,500,000. The decrease in saldsete customers was partially offset by an incré@asales to our continuing customers of
approximately $1,800,000. Our net sales for fi@f4l3 were also reduced by an increase in the niagkaiowances we provide our
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customers from approximately $1,500,000 in fis€&22to approximately $4,300,000 in fiscal 2003. Apgmately $1,626,000 of this
increase is attributable to those allowances gdatot@ customer as part of a five-year contradtwieaexecuted with that customer in March
2003. We anticipate that this contract will increasir overall marketing allowances by approxima$y982,000 over its five-year term. (In
connection with this agreement, we also agreedsarae responsibility for up to $1,500,000 of thst@f testing equipment that this custo
may install in its stores. Any such cost that iuimed by us would be recognized over a five-yesiogl as an additional marketing
allowance.) The balance of the increase in margetlilowances is attributable to the increasing queswe are receiving from our customers
for more favorable pricing term&Varranty returns and allowances which are als@dettainst sales, remained relatively flat at 1908%
sales for fiscal 2003 as compared to 19.8% in [fid8a2.

As a percentage of net sales, cost of goddsirstreased in fiscal 2003 to 89.6% which représan increase of 1.6% when compared to
fiscal 2002. This increase was largely attributableeductions in the carrying values of our inweptthat were made throughout the year to
reflect our current estimate of the market valuewfinventory and the lower production costs thatare realizing from our manufacturing
efficiencies. Adjustments to inventory in fiscal@0totaled $3,658,000 compared to $2,417,000 aalfit002. These expenses were partially
off set by a reduction in freight costs of $477,0@%en comparing fiscal 2003 to fiscal 2002.

General and administrative expense for fi2€813 was $8,916,000, which represents an increeik, 113,000 or 23.8%, from the prior
year's expense of $7,203,000. This increase is pritigiatributable to several factors. Our total |effges increased from $299,000 in fiscal
2002 to $1,347,000 in fiscal 2003. Of this amoapproximately $560,000 and $156,000 representaseitlegal fees we incurred pursuant
to our indemnification agreements with Richard Magkd Peter Bromberg, respectively, in connectiith the SEC’s and the U.S. Attorney’
Office’s investigation of these two former officers. Irdaidn, we incurred $230,000 in additional legatddor attorneys we hired to repres
us, Mel Marks, one of our Board members, or othepleyees who were interviewed in connection withsthinvestigations. In addition, we
increased the compensation we paid to Selwyn byfioproximately $120,000 to reflect the expandetied he assumed prior to his
appointment as our CEO in February 2003 and inetkti®e compensation we paid to Mel Marks by $11(,00e also recorded $267,500 of
additional expenses associated with the deparfukathony Souza, our former CEO, from the Compdagneral and administrative exper
also increased as a result of (1) increased dir®dees of $60,000 which is the result of addiegvrmembers to the Company’s board;

(2) investment banking fees of nearly $110,000 Winere incurred in connection with an evaluatiothef Company’s strategic options;

(3) insurance and benefit cost increases of n&2p,000; and (4) bank fees and charges of appaizlgn$130,000 paid to both the
Company'’s current and former lenders in conneatiith the replacement of our lending facility. Thésereases were partially offset by a
decrease of approximately $300,000 in salariesbandises paid to key executives, largely attribetébla decline in our pre-tax profits. As a
percentage of net sales, general and administrakpense for fiscal 2003 was 5.3%, which is angase of 1.1% from fiscal year 2002.

Selling expenses decreased $96,000 or 8.Zcal 2003 to $1,071,000 from $1,167,000 in fis2@02. This decrease was largely the
result of declines in net personnel costs (inclgdiommissions paid) of approximately $41,000, aiisieg costs of approximately $35,000
and supplies of approximately $20,000.
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Research and development expenses increasgtt00 or 2.2% in fiscal 2003 to $564,000 over$652,000 spent in fiscal 2002. This
increase is principally attributable to increasesur supply costs, workers’ compensation paymandstravel expenses, which were partially
offset by declines in hourly and temporary wagesasd repair costs.

In fiscal 2003 we were able to recover $10@,60bad debts, which had previously been expertigzlio aggressive collection actions
with respect to a former customer and the favoreddelution of certain shipping and pricing dis@egy issues.

Interest expense for fiscal 2003 was $1,98D,T0is was a decrease of $1,602,000 or 44.7% fiswal 2002 interest expense of
$3,582,000. Of this total decrease, $360,000 risfltne interest expense we recorded in fiscal 280te result of our re-pricing of 400,000
warrants issued to Wells Fargo Bank in May 200% Bbalance is principally the result of lower inttreates, a reduction in the principal
balance outstanding and recognition of approxinge2D8,000 of unamortized bank fees that were veieberause we were able to replace
our bank lender by December 31, 2002.

Interest income for fiscal 2003 was $636,00s is an increase of $610,000 or 234.6% when eoetpto interest income for fiscal 2002.
This increase is due to the interest paid to ulkdil the Federal and State of California taxindnarities as a result of a favorable
determination following an examination of the Compa 1996 through 2000 income tax returns.

Fiscal 2002 compared to Fiscal 2001

Net sales for fiscal 2002 were $172,040,000narease of $11,341,000 or 7.1% from the pri@rgesales of $160,699,000. Of this
increase in net sales, $6,200,000 was due to ansion into new product lines; $1,500,000 wagectlresult of increased sales to existing
customers; and $3,600,000 was related to a decieasgranty and sales returns attributable toethgineering department’s focus on
warranty reductions. The engineering departmentsi$ on quality-related issues includes, but idinoted to: (1) Failure Mode Analysis,

(2) Root Cause Analysis and (3) Durability Testirigich resulted in improved processes and bettditgeamponent parts.

Cost of goods sold, as a percentage of nes,sdécreased in fiscal 2002 to 88.0% — an imprevermof 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 producyivltie to our consolidation of our facilities.

Under the terms of certain agreements withuttomers and industry practice, our customers fime to time are allowed stock
adjustments when the inventory level of certairdpiai lines exceed their anticipated level of stdesnd-user customers. These adjustments
are made when we accept into inventory these cus®raverstocks, which do not occur at any spetiifie during the year. Due to current
and expected changes in customer return practicése fourth quarter of fiscal 2001, we beganrovimle for a monthly allowance of $75,(
per month to address the anticipated impact oksadgustments. During fiscal 2002, we expensed ¥8¥Bin cost of goods sold as an
additional allowance for stock adjustments. Stadjkstments accepted from customers are then chagpggadst this allowance account. The
reserve for stock adjustments was $609,000 and,$2@%s of March 31, 2002 and 2001 respectivelg. dllowance policy is reviewed
quarterly to determine if the monthly accrual skidoé adjusted.
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We provide for potential excess and obsoletentory based upon historical usage and a prallifet’cycle. This reserve account
decreased in fiscal 2002 by $428,000 from $3,8™iAdiscal year 2001 to $3,451,000 in fiscal y2@02. This decrease was due to the
increased quality of the inventory on hand andctivetinued focus on sale or scrap of obsolete irrgnt

We adjust the value of cores in three waysw{ien purchases constitute 25% or more of quaatitiland, then a weighted average cost is
applied, (2) cores not adjusted for purchases jrate adjusted every six months by obtaining coo&dr prices. All cores that have a 35% or
greater price difference are adjusted, and (3)w@atian reserve has been set up for those coreadjasted by the above policies. This reserve
is based upon our prior estimated life cycle faresmf 25 years. This reserve account decreasistal year 2002 by $110,000 from
$379,000 in fiscal year 2001 to $264,000 in fi@02. This decrease was principally the resultusfa@ntinuing efforts to decrease our core
inventory by selling and scrapping cores.

General and administrative expense for fi2€8l2 was $7,203,000, which represents a decreakk @88,000 or 13%, from the prior
yeal's expense of $8,291,000. As a percentage of ret,sggneral and administrative expense for fis@@R2vas 4.2%, which is a decreas
1% from fiscal year 2001. The key contributorsite $1,088,000 decrease from fiscal 2001 were: (&}laction in our legal and accounting
fees of nearly $1,400,000, primarily due to thenteation of the class action lawsuit during fise@D2 and the reduction in the legal fees and
significant accounting costs associated with tiigiation, (2) a decrease of nearly $500,000 incexge salaries and related expenses, (3) a
reduction in rent expense of over $145,000 dubeabnsolidation of our operations in Californitoia single facility in fiscal 2002 and we
accounted for the rent of the vacated building ess&ructuring cost totaling $914,000 that was réed in fiscal 2001, and (4) a decrease in
bank fees of $155,000, all of which were partialfiset by an increase in bonuses paid to execofiieers and other Company employees of
nearly $1,300,000. The increase in bonus expenasprincipally attributable to increases in our-fave profits and the agreements we have
with certain of our officers and employees to gagnt a percentage of our pre-tax profits.

Selling expenses decreased $49,000 or 4%aalf2002 to $1,167,000 from $1,216,000 in fis€R2 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, we established a $1,500,08@mee in connection with the settlement of thesckadtion litigation against the Company. The
Company also recorded $914,000 in restructuringeses and related asset impairment charges dhengsar ended March 31, 2001 in
connection with the consolidation of business ofpena into one location in California from two irafifornia and one in Tennessee. These
expenses consist primarily of future rent experisg/88,000 and write down of tenant improvement$15¢6,000.

Research and development expenses increask®D00 or 16.9% in fiscal 2002 to $552,000 oher$472,000 spent in fiscal 2001. This
increase of $80,000 consists principally of anéase in supplies of nearly $60,000 and an increfageer $20,000 in hourly wages paid.
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Provision for doubtful accounts expense fecdi 2002 was $412,000 compared to ($36,000) $oafi2001. 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 write-down of certain receivablespfgximately $70,000 was the result of one of owgtamers filing for bankruptcy.

Net interest expense for fiscal 2002 was $3@30. This was a decrease of $144,000 or 3.9% fizwal 2001 net interest expense of
$3,700,000. This decrease is principally the resf{iL) generally lower interest rates, and (2¢@uction in the principal balance outstanding;
however, these reductions were partially offsetiive amended the loan agreement with our bank iy B1801. As part of this amendment,
we re-priced 400,000 warrants previously issuethédoank. This resulted in a one-time charge erast expense of $360,000.

Liquidity and Capital Resources

We have financed our working capital needs thrahghuse of our bank credit facility and the caslwffenerated from operations. On
December 20, 2002, we replaced our then existidg7&d,000 revolving line of credit and our $6,5@® @erm loan with a new line of credit.
Under the terms of the new loan agreement, we oamol up to the lesser of (i) $25,000,000 or (iiy dorrowing base, which consists of
75% of our qualified accounts receivable plus uf16,000,000 of qualifying inventory. A portion thie funds from this new loan was use:
pay in full the previous revolving line of creditéterm loan. We paid the new lender a loan origgnafee of $125,000. Pursuant to an earlier
understanding our previous lender waived restrimguiees in the amount of $655,000 which were irediin connection with an earlier
restructuring of our prior lending arrangement arnich were to be paid if we did not secure a navdileg source by December 31, 2002.

At March 31, 2003 our borrowing base was $89,000, and we had borrowed $9,932,000 of this anand reserved an additional
$1,971,000 in connection with the issuance of dignetters of credit for worker's compensation irswce. As such, we had available under
our line of credit a total of $7,177,000. The iefgrrate on this credit facility fluctuates andased upon the (i) higher of the federal funds
plus 1/2 of 1% or the bank’s prime rate, in eacsecadjusted by a margin of between —. 25% and tBa¥%fluctuates based upon our cash
flow coverage ratio or (ii) LIBOR or IBOR, as adjed to take into account any bank reserve requingsnelus a margin of between 2.00%
and 2.50% that fluctuates based upon our cashdmmerage ratio. At March 31, 2003, $6,000,000 ofamailable credit facility was
calculated based upon the six-month IBOR + 2.0086%8932,000 was calculated based upon the barnik'e pate + .25%. On March 31,
2003 IBOR was 1.32% while the bank’s prime rate d@%%; therefore, our interest rates for the IB&®R the prime rate portions of the
credit facility were 3.32% and 4.00%, respectivélg.of June 24, 2003, the interest rate for the RBirtion of the facility was 2.97% and
prime rate portion of the credit facility was at58%.

The bank loan agreement includes various @ii@wconditions, including minimum levels of tantfimet worth, cash flow coverage and a
number of restrictive covenants, including prohdris against additional indebtedness, paymentwdeinds, pledge of assets and capital
expenditures as well as loans to officers andfilieaés. In addition, pursuant to the terms spedifin this new loan agreement we agree to
pay a fee of .25% per year on any difference betviiee Commitment and the outstanding amount ofitvezlactually use, determined by !
average of the daily amount of credit outstandingra) the specified period.
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Our liquidity has been positively impacteddyagreement executed on June 26, 2002 with ooerafustomer’s banks. Under this
agreement, we have the option to sell this cust@mweceivables to the bank, at an agreed upon disset at the time the receivables are :
The discount has ranged from .53% to 1.51% durB@f2and has allowed us to accelerate collectidhetustomer’s receivables
aggregating $24,000,000 by an average of 51 ddys.agreement is an important factor behind th648000 decrease in accounts
receivable and $1,215,000 increase in cash at M&rcRB003. While this arrangement has reduced auking capital needs, there can be no
assurance that it will continue in the future.

Our customers continue to aggressively setdneled payment terms, consignment inventory arraeges, price concessions and other
terms that could adversely affect our liquidity tis regard we are working with our bank and offreancial institutions to increase our
liquidity and financial capabilities and, where egyriate, modify the provisions of our bank agreetie accommodate the demands of our
customers. There can no assurance that theséiwgisiavill be successful.

Management believes that cash flow from opamattogether with availability under our crediregment will be sufficient to meet our
working capital needs during fiscal 2004.

ltem Quantitative and Qualitative Disclosures About Market Risk
7A

Quantitative DisclosuresWe are subject to interest rate risk on our aagstiebt and any future financing requirements. @uiable rate
debt relates to borrowings under the Credit Fgofee “ltem 7. ManagemeastDiscussion and Analysis of Financial Conditiod &esults o
Operations — Liquidity and Capital Resources”).

The following table presents the weighted-agerinterest rates expected on our existing dsbiments.
Principal (Notional) Amount by Expected Maturity Date

(As of March 31, 2003)

Fiscal 2004 Fiscal 2005 Fiscal 2006 Fiscal 2007 Fiscal 2008
Liabilities
Bank Debt, Including Current
Portion
Line of Credit Facility* $25,000,00 $25,000,00 — — —
Interest Rate’ 3.32%/4.0% 3.32%/4.0% — — —
Capital lease obligatior $ 855,000 $ 112,000 $ 74,000 $ 33,000 $ 6,00(
Interest Rat: 6.9€-11.46% 8.45-10.3% 9.07-10.3€% 9.07-10.3€% 9.07-9.1(%
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* The maximum amount we can borrow under thisifgdd the lesser of $25,000,000 or our borrowiagd At March 31, 2003, our
borrowing base was $19,080,000, and the amountamualisig was $9,932,000. The interest rate on tieidicfacility fluctuates and is
based upon the (i) higher of the federal funds p&ie 1/2 of 1% or the bank’s prime rate, in eaabecadjusted by a margin of between —
. 25% and .25% that fluctuates based upon our cashdbverage ratio or (ii) LIBOR or IBOR, as adjubte take into account any ba
reserve requirements, plus a margin of betweerf2 &3d 2.50% that fluctuates based upon our cashdtwerage ratic

Qualitative Disclosures Our primary exposure relates to (1) interest riasteon our long-term and short-term borrowind@y,Qur ability
to pay or refinance our borrowings at maturity arket rates and (3) the impact of interest rateentants on our ability to meet interest
expense requirements and exceed financial covenafhite we cannot predict or mange our ability éfimance existing debt or the impact
interest rate movements will have on our existiatdwe evaluate our financial position on an omgasis.

We are exposed to foreign currency exchargieimherent in our sales commitments, anticipasdess anticipated purchases and asset
liabilities denominated in currencies other tham thS. dollar. We transact business in two foreigmencies which affect our operations; the
Malaysian Ringit, which has been fixed in relatiorthe U.S. dollar and the Singapore dollar. Dutimg past three years, we have experie
a $5,000 gain, a $34,000 loss and a $2,000 gafisdal years 2003, 2002 and 2001 respectivelgfine to our transactions involving these
two foreign currencies.

Item 8. Financial Statements and Supplementary Dat

The information required by this item is et in the Consolidated Financial Statements, cenuimg on page F-1 included herein.
Item 9. Changes in and Disagreements with Accountants on dcunting and Financial Disclosure

None.
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PART Il
ltem 10. Directors and Executive Officers of the Registran

The directors and executive officers of ounpany, their ages and present positions with thegzmy are as follows:

Name Age Position in Company Directors Term
Selwyn Joffe [1] 45  Chairman of the Board of Directors, *
President and Chief Executive Offic
Mel Marks 75  Director *
Murray Rosenzweig [2 79  Director *
Douglas Horn [3 75  Director *
Irv Siegel [4] 57 Director *
Steven Krat: 48  Sr. Vice Presider— QA/Engineering N/A
Chuck Yeagley 55  Chief Financial Officer / Secreta N/A

[1] Member of Compensation Committ

[2] Member of Audit and Compensation Committ

[3] Chairman of Audit, Compensation and Ethics Comrag
[4] Member of Audit and Ethics Committe

* All directors are elected to serve until thexchennual meeting of shareholders and until theicessors have been elected and qualified.
Commencement date is the date of the annual sHdezhaneeting

Information about Directors and Nominees

All directors of our Company hold office untile next annual meeting of shareholders and tingit successors have been elected and
qualified. The officers of our Company are eledtgdhe Board of Directors at the first meeting méiach annual meeting of our shareholders
and hold office until their resignation, removaitr office or death.

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

Selwyn Joffehas been our Chairman of the Board, President &ief Executive Officer since February 2003. He basn a director of
our Company since 1994 and Chairman since Noved®#9. From 1995 until his election to his presegifons, he also served as a
consultant to us. Prior to February 2003, Mr. Joféess Chairman and CEO of Protea Group, Inc. a cagnppecializing in consulting and
acquisition services. From September 2000 to Deee@®01, Mr. Joffe served as President and CEQetibsk Technologies, a company
that specializes in securing network communicatitmd 997, Mr. Joffe co-founded Palace Entertaintn@moll-up of amusement parks and
served as its
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President and COO until August 2000. Prior to thenfling of Palace Entertainment, Mr. Joffe wasRhesident and CEO of Wolfgang Puck
Food Company from 1989 to 1996. Mr. Joffe is a gead of Emory University with degrees in both Besimand Law and is a member of the
Georgia State Bar as well as a Certified Publicodedant.

Mel Marks founded the Company in 1968. Mr. Marks has sergeoua Chairman of the Board of Directors and Chiedcutive Officer
from that time until July 1999. Prior to foundirgetCompany, Mr. Marks was employed for over twemgrs by Beck/Arnley-Worldparts, a
division of Echlin, Inc. (one of the largest impeng and distributors of parts for imported card)ere he served as Vice President. Mr. Marks
has continued to serve as a consultant and directe Company since July 1999.

Murray Rosenzweigis a Certified Public Accountant and has servedumBoard of Directors since February 1994. Mr. &tasveig
serves on our Audit and Compensation CommitteexeSi973, Mr. Rosenzweig has been the Presidenthied Executive Officer of
Linden Maintenance Corp., which operates a larget fbf taxicabs in New York City.

Doug Horn joined our Board of Director’'s on October 8, 2002 avas recently selected to serve as the Chairenrdudit,
Compensation and Ethics Committees. Mr. Horn stiaed certified public accountant and attorney wag a revenue agent for the Internal
Revenue Service. Mr. Horn worked as a staff acanrfor Peat Marwick, was a senior partner of Dasdfiorn & Company, a certified
public accounting firm, and was a senior partnghalaw firm of Horn & Spiro specializing in taaw until he retired in 1991. Mr. Horn also
served as the treasurer of the American Diabetssdation for the New York Chapter.

Irv Siegel joined our Board of Director’'s on October 8, 200@ &erves on our Audit and Ethics Committees. Mrgd is a retired
attorney admitted to the bar of the state of Nemselewith a background in corporate finance. Sit&@3, Mr. Siegel has been the principal
owner of Siegel Company, a full service commenaal estate firm, and Mr. Siegel has also servatiasdirector of real estate for Wolfgang
Puck Food Company since 1992.

Both Messrs. Horn and Rosenzweig are finaripkrts, independent from our management, an@ sgrour Audit Committee.

Our Board of Directors formally approved theation of our Ethics Committee and on May 8, 2888pted a Code of Business Conduct
and Ethics, which applies to all our employeessTummittee is currently comprised of Mr. Doug Homno was appointed to serve as
Chairman, and Mr. Irv Siegel.

Information About Non-Director Executive Officers

Steven Kratz, our Sr. Vice President- QA/Engineering, has beraployed by our Company since 1988. Before joiniagMr. Kratz was
the General Manager of GKN Products Company, aidiniof Beck/Arnley-Worldparts. As Senior Vice-Hdest — QA/Engineering,
Mr. Kratz heads our quality assurance, researctdamdlopment and engineering departments.

Chuck Yeagleyhas been our Chief Financial Officer since Juned2@&sponsible for all Finance issues, includingebior Relations,
Product Costing, Cash Flow, Capital Expenditures,
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Budgeting, Forecasting, and Financial Planning. ¥&agley is also responsible for the managemetiteoAccounting, Purchasing,
Information Technology, and Human Resource Departsaé-rom 1995 to June 2000, Mr. Yeagley was thiefGhinancial Officer for
Goldenwest Diamond Corporation — DBA The Jewelrgtiange, which is the largest privately-held mantfige and retailer of fine jewelry.
From July 1979 to December 1994, Mr. Yeagley wpsrecipal in Faulkinbury and Yeagley, a certifiedhtic accounting firm that he co-
founded. Mr. Yeagley is a Certified Public Accouritand holds a Bachelor of Business Administrabegree with an emphasis in
Accounting from Fort Lauderdale University and astés of Business Administration Degree from Gol@ate University.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Act of 1934, asraded, requires our directors and executive officansl persons who own more than ten
percent of our Common Stock, to file with the Sé@s and Exchange Commission (the “SEC”) initigborts of ownership and reports of
changes in ownership of Common Stock and othertyegacurities of our Company. Based solely on eurew of copies of such forms
received by us, or written representations fronorgéipg persons that no Form 4s were required fosétpersons, we believe that our insiders
complied with all applicable Section 16(a) filingquirements during 2003 fiscal year, except tmaely filings were not made of (i) a
Statement of Changes in Beneficial Ownership om~bifor Mr. Joffe upon the grant of stock optiongonnection with his appointment as
President and Chief Executive Officer of the Conypand (ii) Statements of Changes in Beneficial Osship on Form 4 reporting annual
stock option grants to each of Messrs. Joffe, MaRasenzweig, Horn and Siegel for 2003 fiscal yaat the 2002 fiscal year. All such
Section 16(a) filings have now been made.

25




Table of Contents

ltem 11. Directors Compensation and Executive Officer:

The following table sets forth information ca@nning the annual compensation of our Chief Exeeudfficer and the other four most
highly compensated executive officers, whose saar/bonus exceeded $100,000 for the 2003 fisealamd for services in all capacities to
the Company during our 2003, 2002 and 2001 fiseaty.

Sh
Name & Principal Other Annual Undea;lryeirig All Other
Position Year Salary Bonus Compensation Options Compensation
Selwyn Joffe 2002 —(1) — $379,99{(1) 101,50((2) 4,1644)
Chairman of the Boar 2002 — — $159,99¢ 1,50( —
President & CEC 2001 — — $160,22( 1,50( —
Anthony Souza(3 200z $300,00( $420,58 — — $25,037(4)(6)
Former President & CE! 200z $293,10¢ $593,18¢ — 60,00( $25,037(4)
2001 $301,98! $ 25,00( — 60,00( $ 8,33%(4)
Mel Marks 2002 — — $312,50( 1,50( $
Director 2002 — — $197,50( 1,50( —
2001 $ 57,69: — $105,00( 1,50( $11,481(5)
Steven Krat: 200z $225,00( $ 20,00( — — —
Sr. VP- Engineering 200z $219,34! $ 25,00( — — $ 3,6045)
2001 $250,00( $ 10,00( — — $ 5,6045)
Charles Yeagle 200% $178,84¢ $ 63,08¢ — — $25,03(4)
Chief Financial Officel 200z $175,25° $ 88,97 — — $25,03(4)
2001 $109,64- $ 10,00¢( — 25,00( $18,747(4)
Richard Marks 2003 $300,00( $315,41¢ — — $12,00((5)
Advisor to the Boart 200z $318,00( $483,11¢ — — —
and the CEC 2001 $298,78: $ 25,00( — — —

(1) Mr. Joffe became the Company’s President andf@hiecutive Officer in February 2003. The salaryoammt shown is based upon an
annualized salary rate of $500,000. The other coisgtéon amounts include the amounts paid to P@teap Inc., a consulting
company wholly-owned by Mr. Joffe. Our contractiwiRrotea was terminated when Mr. Joffe became timep@any’s President and
Chief Executive Officer

(2) Includes 100,000 options granted on March 3, 2G@8hich 50,000 are exercisable immediately and 0 &re exercisable on Marct
2004.

(3) Mr. Souza resigned from the positions of Presideiat Chief Executive Officer in February 20!
(4) Represents reimbursement for health insurance prespaid by employe
(5) Represents value of car allowan

(6) Does not include $230,000 of expenses that warded in connection with Anthony Souza’s deparamd consulting services which
may be provided by Mr. Souza after his depart

Compensation of Directors

Three of our Board members have supplemeantapensatory arrangements with the Company. In Au2@0, our Board of Directors
agreed to engage Mr. Mel Marks to provide consgltiarvices to the Company. Mr. Marks has 45 yefarslevant experience in the industry
and the Company and has relationships with keystrgexecutives. Mr. Marks was
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paid an annual consulting fee of $180,000 — whiels imcreased in January, 2002 to $250,000 per iyeaeased to $300,000 per year in
December 2002 and subsequently increased to $35pg0year at the April 25, 2003 Board of Directarieeting. The Board also authorized
$50,000 of supplemental compensation to Mr. Mankfiscal 2003. The Company can terminate its cdimguhrrangement with Mr. Marks at
any time.

Effective December 1, 1999, we entered intorssulting agreement with Protea Group, Inc., asualiimg company wholly-owned by
Mr. Selwyn Joffe, the Chairman of the Board of @@mpany, pursuant to which he was retained as suttamt to provide oversight,
management, strategic and other advisory servicas.tThe consulting agreement was scheduled tioeeap June 1, 2001 but was extended
by mutual agreement through June 1, 2003 and peeviot annual compensation to Mr. Joffe in the amof $160,000. As additional
consideration for the consulting services, Mr. daffas granted an option to purchase 40,000 shimes €ommon Stock pursuant to our
1994 Stock Option Plan. Of these options, 20,0Gbop were exercisable on the date of grant andetimaining 20,000 options were fully
vested on the first anniversary of the date of graine options have an exercise price of $2.2Gpare and expire ten (10) years after the
grant date.

Protea Group, Inc. and the Company entered inedditional consulting services agreement dated dag 9, 2002. Under the terms of this
agreement, Mr. Joffe agreed to assist us in consgland pursuing potential transactions and m@atiips intended to enhance stockholder
value. In connection with this arrangement, we egr® pay Mr. Joffe an additional $10,000 per mdattone year and 1% of the value of
any transactions, which close by the second arsavgrof the agreement, less any monthly fees paid. agreement remained in effect until
February 14, 2003 at which time Mr. Joffe accefptisccurrent position as Chairman of the Board a€Btors, President and Chief Executive
Officer and the agreements with Protea Group wemaihated. Mr. Joffe’'s current agreement was edtar® as of February 14, 2003 and
negotiated on our behalf by Mel Marks and Douglasrtiprovides for an annual salary of $500,000 @rdinuation for the term of the
employment agreement of the 1% transaction feegaldgth a car allowance and other compensation gdlggrrovided to our other executive
staff members. This Employment Agreement terminateMarch 31, 2006. In addition, Mr. Joffe was aseat 100,000 Stock Options
effective March 3, 2003 at a strike price of $2.36,000 of which vested on the date of grant an@@Dof which are exercisable on the first
anniversary of the date of grant.

We agreed to pay Mr. Horn $120,000 per yeaséoving on our Board of Directors as well as asng the responsibility for being the
Chairman of our Audit, Compensation and Ethics Catess, respectively.

In addition, each of our non-employee direztmther than Mr. Horn receives annual compensatid&i0,000, and is paid a fee of $2,000
for each meeting of the Board of Directors attendrenithermore, each non-employee director other Ma Horn receives $2,000 for each
meeting of the Audit Committee attended; $500 fmtemeeting of any other Committee of the BoarBioéctors attended and is reimbursed
for reasonable out-of-pocket expenses in connettierewith.

The Company’s 1994 Non-Employee Director Stogkion Plan (the “Non-Employee Director Plan”) yides 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 the dé grant. The Non-Employee Director Plan waspaeid by the Board of Directors on
October 1, 1994, and by the shareholders in Aupg®85, in order to attract, retain and provide itisento directors who are not employees of
the Company. The Board of
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Directors does not have the authority, discretiopawer to select participants who will receiveiops pursuant to the Non-Employee
Director Plan, to set the number of shares of ComBtock to be covered by each option, to set tieecése price or period within which the
options may be exercised or to alter other ternascamditions specified in such plan.

In addition, the Company’s 1994 Stock OptidemnRthe “1994 Stock Option Plan”) provides thatleaon-employee director of the
Company receive formula grants of stock optiondessribed below. Each person who served as a npiegee director of the Company
during all of a fiscal year (the “Fiscal Yead) the Company, including March 31 of that Fisc&laY, will receive in that Fiscal Year, an an
under the 1994 Stock Option Plan of immediatelyreésable ten-year options to purchase 1,500 slwir€@mmon Stock in the Award Date.
Each non-employee director who served during tlae less than all of the Fiscal Year is awarded twredfth of a Full Award for each month
or portion thereof that he or she served as a nopie/ee director of the Company. As formula gramider the 1994 Stock Option Plan, the
forgoing grants of options to directors are notjscitto the determinations of the Board of Direstor the Compensation Committee.

Compensation Committee; Interlocks and Insider Paricipation

The members of the Compensation Committeandufiscal 2003 were Messrs. Joffe and Rosenzweib@etober, 2002 at which time
Mr. Horn was appointed to the committee and elettiesbrve as the Chairman. The Compensation Copwrigtresponsible for developing
and making recommendations to the Board with radpeaur executive compensation policies. The Campgon Committee is also
responsible for evaluating the performance of duefoaexecutive officer and our other senior offE£and to make recommendations
concerning the salary, bonuses and stock optiohe twarded to these individuals. For a discussidhe contractual rights that certain of
officers have relative to bonuses and option grass “Employment Agreements” below.

The terms of the employment agreement withJdffe entered into as of February 14, 2003 weterdened by negotiations between
representatives of ours and Mr. Joffe. In this @mtion we reviewed statistical and other materallable to us. The negotiated terms reflect
the results of our review and understanding of vehetiief executive officer earns at comparabletjprs, the unique background Mr. Joffe
has with our company, and in marketing and managegenerally, and what we understand an execufilr oJoffe’s stature could
otherwise earn in the employment market. The Baaithe Compensation Committee recognize that weatgin a challenging business
environment and are confident with Mr. Joffe as Gbiref Executive Officer.

No member of the Compensation Committee hatationship that would constitute an interlockietationship with executive officers or
directors of another entity.

Performance Graph

The following graph compares the cumulativenre to holders of Common Stock for the fiscal yeanded March 31, 1999, 2000, 2001,
2002 and 2003 with the National Association of 3#ies Dealers Automated Quotation (“NASDAQ”) Matkadex and a peer group index
of five competing companies for the same periodi® domparison assumes $100 was invested at treafldmisiness on March 31, 1998 in
the Common Stock and in each of the comparisongg,cand assumes reinvestment of dividends.
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Comparison of 5 Year Cumulative Total Return
Assumes Initial Investment of $100
March 2003

$300.00

$250.00

$200.00

$150.00

Dollars

£100.00

$50.00

$0.00
1998 1998 2000 2001 2002 2003

—4— Motorcar Parts & Accessories, Inc. - NASDAQUS  —4— Peer Gmup.

Annual Return Percentage -Based upon historical performance, the followingdadepicts the annual percentage return earnedah of
the three comparison groups

Total Shareholder Returns—Dividends Reinvested

Annual Return Percentage

Year Ended March 31, 2003

Company/Index 1999 2000 2001 2002 2003
Motorcar Parts & Accessories, Ir -37.1% -83.02% -28.95% 225.0(% -50.55%
Peer Grouj -30.7¢% -17.7% -27.9% 32.8% -563.81%
NASDAQ 35.1% 86.0% -60.01% 0.62% -27.1%
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Indexed Returns —Based upon historical performance, the followingdadisplays the results of $100 invested at tbeecbf business on

March 31, 1998 in the Common Stock of each of tragarison groups and assumes reinvestment of didéede

Indexed Returns

Year Ended March 31, 2003

Base Period

Company/Index 31-Mar-98 1999 2001 2002 2003

Motorcar Parts & Accessories, Ir 100.C 62.81 7.5¢ 24.6: 12.1¢

Peer Grouj 100.( 69.2¢ 41.0: 54.5] 25.31

NASDAQ Index Composit 100.C 135.1( 251.3: 100.5! 101.1: 73.6¢F
1998 1999 2000 2001 2002 2003
Motorcar Parts & Accessories, Ir Return % -37.1¢ -83.02 -28.9¢ 225.0( -50.5¢
Cum $ $100.0( $ 62.81 $ 10.6¢ $ 7.5¢ $ 24.6: $12.1¢
NASDAQ US Return % 35.1( 86.0: -60.01 0.62 -27.10
Cum$ $100.0( $135.1( $251.3: $100.5: $101.1: $73.6¢
Peer Group Onl Return % -30.7¢ -17.7¢ -27.91 32.8¢4 -53.57
Cum $ $100.0( $ 69.2¢ $ 56.97 $ 41.02 $ 54.51 $25.31
Peer Group + MPA/ Return % -30.8¢ -18.37 -27.91 32.8¢4 -53.5¢
Cum$ $100.0( $ 69.1¢ $ 56.4¢ $ 40.6¢ $ 54.0C $25.0¢

NOTE: Data complete through last fiscal ye

NOTE: Corporate Performance Graph with peer grags ypeer group only performance (excludes only eoy)y

NOTE: Peer group indices use beginning of periodketacapitalization weighting

Peer Group Population

Champion Parts, Incorporated

Dana Corporation

Hastings Manufacturing Company

Standard Motor Production Company
Superior Industries International, Incorporated
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Option Grants in the Last Fiscal Year

The following table provides summary infornoatiregarding stock options granted during the gealed March 31, 2003 to each of the
Company’s named executive officers. The potengalizable value is calculated assuming that threnfarket value of the Company’s
Common Stock appreciates at the indicated annteatmmpounded annually for the entire term of thoms, and that the option is exercised
and sold on the last day of its term for the appted stock price. The assumed rates of appreniati® mandated by the rules of the SEC and
do not represent the Company’s estimate of thedyttices or market value of the Company’s CommitmciS

Option Grants in Last Fiscal Year

Potential Realizable
Value at Assumed
Annual Rates of Stock
price Appreciate for
Option Terms

Number of % of Total
Securities Options
Underlying Granted to
Options Employees in Exercise or Expiration
Name Granted Fiscal 2003 Base Price Date 5% ($) 10% ($)
Selwyn Joffe 1,50((1) 1.00(% $3.60/shar 4/30/201: $ 3,39¢ $ 8,60¢
Mel Marks 1,50((1) 1.00(% $3.60/shart 4/30/201: $ 3,39¢ $ 8,60¢
Murray Rosenzweil 1,50((1) 1.0(% $3.60/shart 4/30/201: $ 3,39¢ $ 8,60¢
Doug Horn 25,00((1) 16.1%% $2.70/shar 12/5/201. $ 56,60 $143,60:
Irv Siegel 25,00((1) 16.15% $2.70/shar 12/5/201. $ 56,60 $143,60:
Selwyn Joffe 100,00((2) 64.7(% $2.16/shar 3/3/201: $135,84: $344,24¢
Totals 154,50( 100.0(%

(1) The options are exercisable immediat

(2) Onehalf of these options are exercisable immediatetli e remaining exercisable on the first annigeyof the date the options wi
granted.

Employment Agreements

We have entered into an employment agreemintvy. Selwyn Joffe pursuant to which he is emg@dyull-time as our President and
Chief Executive Officer in addition to serving ag €hairman of the Board of Directors. This agreetnentered into on February 14, 2003 is
scheduled to expire on March 31, 2006. All prionsualting agreements between the Company and P@rta# terminated as of February
2003 except that Mr. Joffe is still entitled to eae the agreed upon transaction fee of 1.0% ofttital consideration” of any equity his
efforts bring to the our Company. This agreemeatigies for an annual base salary of $500,000 anditddfe shall participate in our
Executive Bonus Program as adopted and amendedifrato time by our Board of Directors. Our ExeeetBonus Program shall be
adopted and effective no later than with respeéist@l periods beginning April 1, 2003. As addit@ consideration for services to be
rendered, we granted Mr. Joffe a ten-year optigoutehase 100,000 shares of our Common Stock, @oir$o our 1994 Stock Option Plan, at
an exercise price of $2.16 per share, 50,000 oflwhésted on the date of grant and 50,000 of waierexercisable on the first anniversary of
the date of grant. In addition to his cash consitien, Mr. Joffe receives an
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automobile allowance and other benefits includimuse generally provided to other employees of ammgany.

We entered into an employment agreement withR¥thard Marks in January 2000 pursuant to wihiehs employed full-time and reports
directly to the Board of Directors and Chief ExeeatOfficer of our Company. This agreement enténéal on January 1, 2000 is schedule:
expire on January 1, 2004 and provides for an drivase salary of $300,000. As an incentive, Mr. kdas paid a bonus (“Bonus”) equal to
five percent (5%) of the priexx income (without giving effect to any tax on kuecome, whether actual or offset by loss carrysiearned b
our Company in each fiscal year; provided that oous shall be payable for any such year and ur@ibtnount of such pre-tax income in
such year shall be at least $2 million, withoutrgaver from year to year. Our Board of Directorsyma#so grant supplemental bonuses or
increase the base salary payable to Mr. Marksdffitian to his cash compensation, Mr. Marks receiae automobile allowance and other
benefits, including those generally provided toeottmployees of our Company as well as an allowérdbe purpose of obtaining life
insurance on the lives of the Employee and his spolihe agreement further provides, under certesarostances, that the Company, as
liquidated damages or severance pay or both, ghglMr. Marks (I) salary through the terminatioriedat the annual rate in effect
immediately prior to the termination date and {fijee times the amount of such annual rate. Mih&t Marks is the son of Mr. Mel Marks,
our Company'’s founder and member of our Board oé&ors.

We have entered into an employment agreemigintvdv. Chuck Yeagley pursuant to which he is engplb full-time as our Company’s
Chief Financial Officer. The agreement, entered on June 26, 2000 which was scheduled to expituae 1, 2001, was extended through
mutual consent to May 31, 2003 and provides foaramual base salary of $175,000. As additional clamation for services to be rendered,
Mr. Yeagley was granted, for a period of ten ydes date of said grant, an option to purchase@bghares of our Common Stock, at $0.93
per share, pursuant to the terms of our 1994 Sigtlon Plan. Furthermore, Our Board of Director/ralso grant supplemental bonuses or
increase the base salary payable to Mr. Yeaglegdttition to his cash compensation, Mr. Yeaglegirggs an automobile allowance and o
benefits, including those generally provided toeottmployees of our Company. Mr. Yeagley and then@any entered into a new contract
April 1, 2003 calling for a base salary of $215,@@0 year and expiring on March 31, 2006.

In conformity with our policy, all of our dictors and officers execute confidentiality and risdldsure agreements upon the
commencement of employment. The agreements generalide that all inventions or discoveries by #mployee related to our business
and all confidential information developed or m&dewn to the employee during the term of employnséall be the exclusive property of
the Company and shall not be disclosed to thirtigsawithout prior approval of the Company. Our éogment agreements with
Messrs. Marks, and Yeagley also contain non-cortigetprovisions that preclude each employee frompeting with the Company for a
period of two years from the date of terminatiorhisf employment. Public policy limitations and thifficulty of obtaining injunctive relief
may impair our ability to enforce the non-competitiand nondisclosure covenants made by its emmoyee
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ltem 12. Security Ownership of Certain Beneficial Owners andManagement

The following table sets forth, as of June ZH)3, certain information as to the Common Stogkership of each of our Company’s
directors and nominees for director, all executffeecers and directors as a group and all persoiesvk by the Company to be the beneficial
owners of more than five percent of the Companygm@on Stock.

Name and Address of Amount and Nature of Percent of
Beneficial Shareholder Beneficial Ownership (1) Class
Mel Marks 2,153,93: (2) 24.2%

c/o Motorcar Parts & Accessories, Inc.
2929 California Street
Torrance, CA 9050

Richard Marks 513,56t 3 5.8%
c/o Motorcar Parts & Accessories, Inc
2929 California Street
Torrance, CA 9050

Steven Krat: 63,60( 4 (12
c/o Motorcar Parts & Accessories, Inc
2929 California Street
Torrance, CA 9050

Selwyn Joffe 188,25( (5) 2.1%
c/o Motorcar Parts & Accessories, Inc
2929 California Street
Torrance, CA 9050

Murray Rosenzwei 51,50( (6) (12
c/o Linden Maintenance Corp.
134-02 33rd Avenue
Flushing, NY 1135

Douglas Horr 204,70( @) 2.3%
c/o Motorcar Parts & Accessories, Inc
2929 California Street
Torrance, CA 9050

Irv Siegel 25,00( (8) (12
c/o Motorcar Parts & Accessories
2929 California Street
Torrance, CA 9050

Charles Yeagle 25,00( 9) 12
c/o Motorcar Parts & Accessories, Inc
2929 California Street
Torrance, CA 9050

Dimensional Fund Advisors, Ir 329,00( (20 4.1%
1299 Ocean Avenue
Santa Monica, CA 904C

Directors and executive office 2,711,98: (1) 30.5%

as a group 7 persont
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1. The listed shareholders, unless otherwiseatdd in the footnotes below, have direct ownerskigr the amount of shares indicated in
the table
2. Includes 1,500,000 shares of common stockglmivias issued to Mr. Marks as part of the settlérobthe class action lawsuit and

4,500 shares issuable upon exercise of currendycesable options under the 1994 Stock Option F

3. Includes 125,000 shares issuable upon exestimgrrently exercisable options granted underli$@4 Stock 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. Markstife
and their sons

4. Represents 63,600 shares issuable upon exeraiserehtly exercisable options under the 1994 S@pton Plan

5. Represents 30,000 shares issuable upon exefaiptions exercisable under the 1996 Stock @Rian (the “1996 Stock Option
Plan™); 103,750 shares issuable upon exerciseroéutly exercisable options under the 1994 StockddPlan; and 4,500 shares
issuable upon exercise of currently exercisabl@optgranted under the N-Employee Director Plar

6. Includes 4,500 shares issuable upon exer€iserently exercisable options granted under tbe{Employee Director Plan; 34,000
shares issuable upon exercise of currently exdaeisgptions under the 1994 Stock Option Plan an@QBshares of common stock
which were purchased subsequent to the Con’s initial public offering.

7. Includes 25,000 shares issuable upon exes€iserrently exercisable options granted underli®@4 Stock Option Plan and 179,700
shares of common stock which were purchased mrifmining the Compar’s Board of Directc's in October of 200z

8. Includes 25,000 shares issuable upon exerciserdrdly exercisable options granted under the 19@¢k Option

9. Represents 25,000 shares issuable upon exeraiserehtly exercisable options granted under thet1S®ck Option Plar

10. The amount and nature of beneficial ownershifhese shares by Dimensional Fund Advisors, Incaged solely on the Schedule 13G
filings, as submitted to the Company. The CompaBygard of Directors has no independent knowledgh@fccuracy or
completeness of the information set forth in suche8lule 13G filings, but has no reason to beliea¢ $uch information is not
complete or accurat

11. Includes 592,850 shares issuable upon exercisgrmdntly exercisable options granted under the 19@4k Option Plan; 30,000 sha
issuable upon exercise of currently exercisabl®optgranted under the 1996 Stock Option Plan;®sb@res issuable upon exercis
currently exercisable options granted under the-Eoployee Director Plan; and 1,500,000 shares wfeg@mmon stock issued to
Mr. Mel Marks in return for his cash contributiamdssist with the settlement of the class actiosst.

12. Less than 1%
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ltem 13. Certain Relationships and Related Transaction

We have entered into a consulting agreemetht Mel Marks, our founder, Board member and largestkholder. We currently pay
Mr. Mel Marks a consulting fee of $350,000 per yeader this arrangement. We have also agreed t®paglas Horn, a member of our
Board of Directors, $120,000 per year for his sgnas a member of the Board and Chairman of ouit ADdmpensation and Ethics
Committees. For additional information, see theuksion under the caption “ltem 11 — Compensatiddirectors”.

As described under the caption “Item 11 — Eoyplent Agreements”, we have an employment agreemiémRichard Marks, Mel
Mark’s son and holder of approximately 5.8% or outstanding stock. In accordance with the ternmtisfagreement, we have been
advancing to Mr. Richard Marks the costs he hasriled in connection with the SEC’s and the U.So#iey’s investigation into his activities
during his tenure as our President and COO. Foenmformation, see the discussion under the cagtiem 3 — Legal Proceedings”. During
fiscal 2003, we incurred costs of approximately %600 on his behalf.

ltem 14. Controls and Procedures

Within the past ninety days prior to the dait¢his report, the Company has completed an etialuander the supervision and with the
participation of the Company’s chief executive cdfi and chief financial officer of the effectivenax the Company’s disclosure controls and
procedures. Based on this evaluation, the Compantyes$ executive officer and chief financial offiogoncluded that, the Company’s
disclosure controls and procedures were effectitie respect to timely communicating to them all em&tl information required to be
disclosed in this report as it related to the Comypand its subsidiaries.

There have been no significant changes irfCthrapany’s internal controls or other factors thaild significantly affect the internal
controls subsequent to the date the Company coetptbis evaluation.
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Item 15.

PART IV

Exhibits, Financial Statement Schedes and Reports on Form 8-K.

a. Documents filed as part of this report:

1)

(2)

(3)

Index to Consolidated Financial Statements

Report of Independent Certified Public Accounte
Consolidated Balance She

Consolidated Statements of Operati
Consolidated Statement of Sharehol’ Equity
Consolidated Statements of Cash F

Notes to Consolidated Financial Statem

Schedules.
None.

Exhibits:

Number Description of Exhibit

Method of Filing

3.1 Certificate of Incorporation of the Company

3.2 Amendment to Certificate of Incorporation of thenGmany

3.3 Amendment to Certificate of Incorporation of thenGmany

Incorporated by
reference to Exhibit 3
to the Company’s
Registration Statement
on Form SB-2 (No. 33-
74528) declared
effective on March 22,
1994 (the “1994
Registration
Statemen”)

Incorporated by
reference to Exhibit 3
to the Company’s
Registration Statement
on Form S-1 (No. 33-
97498) declared
effective on

November 14, 199
(the “1995 Registratio
Statemer”)

Incorporated by
reference to Exhibit 3
to the Company’s
Annual Report on
Form 10-K for the
fiscal year ended
March 31, 1997 (the
“1997 Form 1-K")
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Number

Description of Exhibit

Method of Filing

3.4

3.5

4.1

4.2

4.3

4.4

4.5

4.6

4.7

Amendment to Certificate of Incorporation of thenGmany

By-Laws of the Company

Specimen Certificate of the Company’s Common Stock

Form of Underwriter's Common Stock Purchase Warrant

1994 Stock Option Plan

Form of Incentive Stock Option Agreement

1994 Non-Employee Director Stock Option Plan

1996 Stock Option Plan

Executive and Key Employee Incentive Bonus Plan

Incorporated by
reference to Exhibit 3
to the Company’s
Annual Report on
Form 10-K for the
fiscal year ended
March 31, 1998 (the
“1998 Form 1-K")

Incorporated by
reference to Exhibit 3
to the 1994
Registration Statemei

Incorporated by
reference to Exhibit 4
to the 1994
Registration Statemet

Incorporated by
reference to Exhibit 4
to the 1994
Registration Statemet

Incorporated by
reference to Exhibit 4
to the 1994
Registration Statemei

Incorporated by
reference to Exhibit
4.4. to the 1994
Registration Statemei

Incorporated by
reference to Exhibit 4
to the Company’s
Annual Report on
Form 10-KSB for the
fiscal year ended
March 31, 1995

Incorporated by
reference to Exhibit 4
to the Company’s
Registration Statement
on Form S-2 (No. 333-
37977) declared
effective on

November 18, 199
(the “1997 Registratio
Statemer”)

Incorporated by
reference to Exhibit 4
to the 1995
Registration Statemet
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Number

Description of Exhibit

Method of Filing

4.8

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

Rights Agreement, dated as of February 24, 199&nily
between the Company and Continental Stock Trasasfer
Trust Company, as rights agent

Credit Agreement, dated as of June 1, 1996, bybahdeen
the Company and Wells Fargo Bank, N.A

First Amendment to Credit Agreement, dated as of
November 1, 1996, by and between the Company a3’
Fargo Bank, N.A

Second Amendment to Credit Agreement, dated as of
August 8, 1997, by and between the Company andsViFaligc
Bank, N.A

Third Amendment to Credit Agreement, dated as of
February 10, 1998, by and between the Company agls W
Fargo Bank, N.A

Lease Agreement, dated March 9, 1993, by and bettee
Company and Maricopa Enterprises, Ltd., relatinthé
Company’s initial facility located in Torrance, @atnia

Second Amendment to Lease, dated October 1, 19%ndb
between the Company and Maricopa Enterprises, tethting
to the Companyg initial facility located in Torrance, Califorr

Amendment to Lease, dated October 3, 1996, by atvdden
the Company and Golkar Enterprises, Ltd. relating t
additional property in Torrance, California

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

First Amendment to Amended and Restated Employment
Agreement, dated as of April 1, 1997, by and betwtee
Company and Mel Marks

Incorporated by
reference to Exhibit 4
to the 1998
Registration Statemet

Incorporated by
reference to Exhibit
10.4 to the Company’s
Quarterly Report on
Form 10-Q for the
guarter ended
December 31, 1996
(the “December 31,
1996 Form 1-Q”)

Incorporated by
reference to Exhibit
10.2 to the 1997
Form 1(-K.

Incorporated by
reference to Exhibit
10.3 to the 1997
Registration Statemet

Incorporated by
reference to Exhibit
10.5 to the 1998
Registration Statemet

Incorporated by
reference to Exhibit
10.3 to the 1994
Registration Statemei

Incorporated by
reference to Exhibit
10.5 to the 1997
Form 1(-K.

Incorporated by
reference to Exhibit
10.17 to the
December 31, 1996
Form 1(¢-Q.

Incorporated by
reference to Exhibit
10.7 to the 1995
Registration Statemet

Incorporated by
reference to Exhibit
10.8 to the 1997
Form 1(-K.

38




Table of Contents

Number

Description of Exhibit

Method of Filing

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

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

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

Employment Agreement, dated as of February 1, 1894nd
between the Company and Steven Kratz

First Amendment to Employment Agreement, datedfas o
September 1, 1995, by and between the Companytendrs
Kratz

Second Amendment to Employment Agreement, dated as
April 1, 1997, by and between the Company and Siédratz

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

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

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

Employment Agreement, dated as of September 1,, 1395
and between the Company and Eli Makowitz

Employment Agreement, dated as of April 1, 1997abs
among MVR, Unijoh and Vincent Quek

Form of Consulting Agreement, dated as of Septerhp@®95
by and between the Company and Selwyn Joffe

Form of Employment Agreement, dated as of Octoh&®27,
by and between the Company and Karen Brenner

Incorporated by
reference to Exhibit
10.8 to the 1995
Registration Statemet

Incorporated by
reference to Exhibit
10.10 to the 1997
Form 1(-K.

Incorporated by
reference to Exhibit
10.7 to the 1994
Registration Statemei

Incorporated by
reference to Exhibit
10.12 to the 1995
Registration Statemei

Incorporated by
reference to Exhibit
10.13 to the 1997
Form 1(-K.

Incorporated by
reference to Exhibit
10.12 to the 1994
Registration Statemet

Incorporated by
reference to Exhibit
10.12 to the 1995
Registration Statemei

Incorporated by
reference to Exhibit
10.16 to the 1997
Form 1(-K.

Incorporated by
reference to Exhibit
10.13 to the 1995
Registration Statemet

Incorporated by
reference to Exhibit
10.18 to the 1997
Form 1(-K.

Incorporated by
reference to Exhibit
10.14 to the 1995
Registration Statemet

Incorporated by
reference to Exhibit
10.20 to the 1997
Registration Statemet
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Number

Description of Exhibit

Method of Filing

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

Lease Agreement, dated March 28, 1995, by and leetwe
the Company and Equitable Life Assurance Societhef
United States, relating to the Compamniacility located ir
Nashville, Tennesse

Lease Agreement, dated September 19, 1995, by and
between Golkar Enterprises, Ltd. and the Company
relating to the Company'’s facility located in Nasley
Tennesse

Agreement and Plan of Reorganization, dated as of
April 1, 1997, by and among the Company, Mel Marks,
Richard Marks and Vincent Quek relating to the
acquisition of MVR and Unijol

Form of Indemnification Agreement for officers and
directors

Employment Agreement, dated December 1, 1999, by an
between the Company and Anthony Souza

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

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

Warrant to Purchase Common Stock, dated April ROQ;
by and between the Company and Wells Fargo Bank,
National Associatiot

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

Second Amended and Restated Credit Agreement, dated
May 31, 2001, by and between the Company and Wells
Fargo Bank, National Associatic

Amendment No. 1 to Warrant dated May 31, 2001,y a
between the Company and Wells Fargo Bank, National
Association

Incorporated by reference
to Exhibit 10.11 to the
Company’s Annual Report
on Form 10-KSB for the
fiscal year ended March :
1995.

Incorporated by reference
to Exhibit 10.18 to the 19¢
Registration Statement.

Incorporated by reference
to Exhibit 10.22 to the 19!
Form 10-K.

Incorporated by reference
to Exhibit 10.25 to the 19¢
Registration Statemer

Incorporated by reference
to Exhibit 10.26 to the 20(
10-K.

Incorporated by reference
to Exhibit 10.27 to the 20!
10-K.

Incorporated by reference
to Exhibit 10.28 to the 20(
10-K.

Incorporated by reference
to Exhibit 10.29 to the 20(
10-K.

Incorporated by reference
to Exhibit 10.30 to the 20(
10-K.

Incorporated by reference
to Exhibit 10.31 to the 20(
1C-K.

Incorporated by reference
to Exhibit 10.32 to the 20(
10-K.
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Number

Description of Exhibit

Method of Filing

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

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

Revolving Line of Credit Note, dated May 31, 206¢,
and between Wells Fargo Bank, National Association

Form of Third Amended and Restated Credit Agreement
dated as of June 28, 2002 by and between the Cgmpan
and Wells Fargo Bank, National Associat

Form of Term Note, dated June 28, 2002 by the Compa
in favor of Wells Fargo, National Association

Form of Reducing Revolving Line of Credit Note dhte
June 28, 2002 by the Company in favor of Wells Barg
National Associatiol

Form of Agreement, dated June 5, 2002, by and legtwe
the Company and SunTrust Bank

Form of Consulting Agreement, dated May 9, 2002bg
between the Company and Selwyn Joffe

Business Loan Agreement (Receivable and Inventory)
dated December 20, 2002, by and between the Company
and Bank of America, N.,

Security Agreement dated December 20, 2002 by and
between the Company and Bank of America, N.A

Form of Employment Agreement dated February 143200
by and between the Company and Selwyn Ji

Letter Agreement dated July 17, 2002 by and betwieen
Company and Houlihan Lokey Howard & Zukin Capi

Second Amendment to Lease dated March 15, 2002
between Golkar Enterprises, Ltd. and the Company
relating to property in Torrance, Califorr

Incorporated by reference
to Exhibit 10.33 to the 20(
10-K.

Incorporated by reference
to Exhibit 10.34 to the 20!
10-K.

Incorporated by reference
to Exhibit 10.35 to the 20(
10-K.

Incorporated by reference
to Exhibit 10.36 to the 20!
10-K.

Incorporated by reference
to Exhibit 10.37 to the 20(
10-K

Incorporated by reference
to Exhibit 10.38 to the 20(
1C-K

Incorporated by reference
to Exhibit 10.39 to the 20(
1C-K

Incorporated by reference
to Exhibit 10.40 to the
December 31, 2002 -Q.
Incorporated by reference
to Exhibit 10.41 to the
December 31, 2002 -Q.

Filed herewith.

Filed herewith.

Filed herewith.
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Number Description of Exhibit Method of Filing
10.45 Separation Agreement and Release, dated Februap3, Filed herewith.
between the Company and Anthony So
10.46 Employment Agreement, dated April 1, 2003 betwénen t Filed herewith.
Company and Charles Yeagle
10.47 Form of Warrant Cancellation Agreement and Reledated Filed herewith.
April 30, 2003, between the Company and Wells F&gok,
N.A.
10.48 Code of Business Conduct and Ett Filed herewith
18.1 Preferability Letter to the Company from Grant Titon LLP Incorporated by
reference to Exhibit
18.1 to the 2001 -K.
21.1 List of Subsidiaries Incorporated by
reference to Exhibit
21.1 to the 1998
Registration Statemer
99.1 Certification of Chief Executive Office Filed herewith
99.2 Certification of Chief Financial Office Filed herewith
b. Reports on Form 8-K :

On May 1, 2003, the Company filed a curreptrt on Form 8-K announcing the repurchase bytirapany of a warrant to acquire

400,000 shares of the Company’s common stock {60800 from Wells Fargo Bank.
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SIGNATURES

Pursuant to the requirements of Section 1&fthe Securities Exchange Act of 1934, the Regiisthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

MOTORCAR PARTS & ACCESSORIES, IN

Dated June 27, 200 By: /s/ Charles W. Yeagle

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

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each persornos signature appears below constitutes and agpg®ahvyn Joffe his true

and lawful attorney-in-fact with full power of suhigtion and resubstitution, for him or her anchis or her name, place and stead, in any and
all capacities, to sign and all amendments toR@port on Form 10-K and to file same, with all dits 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 derson, hereby ratifying and confirming allttkaid 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 Securities &xga Act of 1934, this Report on Form 10-K has sgned by the following persons on
behalf of the Registrant in the capacities andhendates indicated:

/sl Selwyn Joffe Chief Executive Officer and Director June 27, 20C
(Principal Executive Officer)

Selwyn Joffe

/sl Charles Yeagley Chief Financial Officer (Principal June 27, 20C

Financial and Accounting Officer)
Charles Yeagle

/sl Mel Marks Director June 27, 20C
Mel Marks
/sl Murray Rosenzweig Director June 27, 20C

Murray Rosenzwei

/s/ Douglas Horn Director June 27, 20C

Douglas Horr

/sl Irv Siegel Director June 27, 20C

Irv Siegel
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CERTIFICATIONS
I, Selwyn Joffe, certify that:
1. I have reviewed this annual reporform 10-K of Motorcar Parts & Accessories, Inc.;

2. Based on my knowledge, this annejbrt does not contain any untrue statementodirial fact or omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the finahsfatements, and other financial informationudeld in this annual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this an
report;

4. The registrant’s other certifyiofficers and | are responsible for establishing emadntaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-14 and 19det4he registrant and we have:

a. designed such disclesuantrols and procedures to ensure that matef@mation relating to the registrant, including it
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this annual report is
being prepared,;

b. evaluated the effeatiess of the registrastdisclosure controls and procedures as of a dgté@0 days prior to the filin
date of this annual report (the “Evaluation Datefd

C. presented in this arimeport our conclusions about the effectivenesthefdisclosure controls and procedures based on ot
evaluation as of the Evaluation Date;

5. The registrant’s other certifyiofficer and | have disclosed, based on our mognieevaluation, to the registrasiuditors and tt
audit committee of registrant’s board of direct@spersons performing the equivalent function):

a. all significant defici@es in the design or operation of internal costmhich could adversely affect the registrarability tc
record, process, summarize and report financia datl have identified for the registrant’s auditmmg material weaknesses in internal
controls; and

b. any fraud, whether ot material, that involves management or other eggsde who have a significant role in the
registrant’s internal controls; and

6. The registrant’s other certifyiofficer and | have indicated in this annual repeinether or not there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenttie date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknesses.

Date: June 27, 20( /sl Selwyn Joffe

Selwyn Joffe
Chief Executive Office
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CERTIFICATIONS
I, Charles Yeagley, certify that:
1. I have reviewed this annual reporform 10-K of Motorcar Parts & Accessories, Inc.;

2. Based on my knowledge, this annejbrt does not contain any untrue statementodirial fact or omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the finahsfatements, and other financial informationudeld in this annual report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this an
report;

4. The registrant’s other certifyiofficers and | are responsible for establishing emadntaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-14 and 19det4he registrant and we have:

a. designed such disclesuantrols and procedures to ensure that matef@mation relating to the registrant, including it
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this annual report is
being prepared,;

b. evaluated the effeatiess of the registrastdisclosure controls and procedures as of a dgté@0 days prior to the filin
date of this annual report (the “Evaluation Datefd

C. presented in this arimeport our conclusions about the effectivenesthefdisclosure controls and procedures based on ot
evaluation as of the Evaluation Date;

5. The registrant’s other certifyiofficer and | have disclosed, based on our mognieevaluation, to the registrasiuditors and tt
audit committee of registrant’s board of direct@spersons performing the equivalent function):

a. all significant definmes in the design or operation of internal cdstrehich could adversely affect the registrant’gigh
to record, process, summarize and report finangitd and have identified for the registrant’'s aurdiany material weaknesses in internal
controls; and

b. any fraud, whether ot material, that involves management or other eyg®s who have a significant role in the
registrant’s internal controls; and

6. The registrant’s other certifyiofficer and | have indicated in this annual repainether or not there were significant changes in
internal controls or in other factors that coulginsiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknesses.

Date: June 27, 20( /sl Charles Yeagle

Charles Yeagley
Chief Financial Officel

45




Table of Contents

Consolidated Financial Statements and Report of
Independent Certified Public Accountants

MOTORCAR PARTS & ACCESSORIES, INC
AND SUBSIDIARIES

March 31, 2003, 2002 and 2001

CONTENTS

Page
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT F-1

CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED BALANCE SHEETS F-2
CONSOLIDATED STATEMENTS OF OPERATION F-3
CONSOLIDATED STATEMENT OF SHAREHOLDEF EQUITY F-4
NOTES TO CONSOLIDATED FINANCIAL STATEMENT F-6

46




Table of Contents
REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

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

We have audited the accompanying consolidated balsineets of Motorcar Parts & Accessories, Inc.Quiusidiaries as of March 31, 2003
and 2002, and the related consolidated stateménfsetations, shareholders’ equity and cash flawsfch of the three years in the period
ended March 31, 2003. These consolidated finastagments are the responsibility of the Compamgsagement. Our responsibility is to
express an opinion on these financial statemersisdoan our audits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgd the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matfeaipects, the consolidated financial position
of Motorcar Parts & Accessories, Inc. and Subsid&as of March 31, 2003 and 2002, and the coraelidresults of their operations and
their consolidated cash flows for each of the ttyears in the period ended March 31, 2003, in aonity with accounting principles
generally accepted in the United States of America.

We have also audited Schedule 1l of Motorcar Pamts Accessories, Inc. and Subsidiaries for eatheothree years in the period ended
March 31, 2003. 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.

/sSIGRANT THORNTON, LLP

Los Angeles, California
June 23, 2003
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PART IV — FINANCIAL INFORMATION

ltem 1. Financial Statements.

MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES

Consolidated Balance Sheets
March 31

ASSETS
Current Assets
Cash and cash equivalel
Short term investmen
Accounts receivable, net of allowance for doub#fetounts of $87,000 and
$326,000 in 2003 and 2002, respectiv
Inventory— net
Income tax refund receivak
Prepaid expenses and other current a:

Total current asse
Plant and equipmer net
Deferred tax assi
Income tax refund receivakb
Other asset

LIABILITIES AND SHAREHOLDERS ' EQUITY

Current liabilities:

Accounts payabl

Accrued liabilities

Line of credit

Deferred compensatic

Other current liabilitie:

Current portion of capital lease obligatic

Total current liabilities
Capitalized lease obligations less current por
Commitments and Contingenci
Shareholder Equity:
Preferred stock; par value $.01 per share, 5,00058@res authorized; none
issued
Series A junior participating preferred stock; ray palue, 20,000 shares
authorized; None Issue
Common stock; par value $.01 per share, 20,000s886es authorized,;
7,960,455 and 7,960,455 shares issued and outstpatiMarch 31, 2003 a
2002, respectivel
Additional paic-in capital
Accumulated other comprehensive |
Accumulated defici

Total shareholde’ equity

2003 2002
$ 1,307,001 $ 92,000
162,000 272,00
12,764,00 17,922,00
27,583,00 34,270,00
28,00 —
577,00 406,00
42,421,00 52,962,00
5,228,001 6,943,001
10,521,00 6,250,001
— 3,409,001
1,112,001 1,732,001
$ 59,282,00 $ 71,296,00
| |
$ 8,082,001 $ 11,150,00
2,559,001 2,794,001
9,932,001 28,029,00
214,00 272,00
18,00( 44,00(
815,00 1,269,001
21,620,00 43,558,00
209,00 915,00
80,00( 80,00(
53,126,00 53,126,00
(107,000 (112,000
(15,646,00) (26,271,00)
37,453,00 26,823,00
$ 59,282,00 $ 71,296,00
| |

The accompanying notes to consolidated financédégstents are an integral part hereof
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MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES

Consolidated Statements of Operations
Year Ended March 31,

Net Sales
Cost of Goods Sol

Gross Margir

Operating Expense
General and administrati
Sales and marketir
Litigation settlemen
Restructuring expens:
Research and developme
Provision for doubtful accoun

Total Operating Expens:

Operating Income (Los!

Other Expense (Incom
Interest expens
Interest incom

Income (loss) before income tax (expense) be
Income tax (expense) bene

Net income (loss

Basic income (loss) per she

Diluted income (loss) per she
Weighted average shares outstand

Basic

Diluted

The accompanying notes to consolidated financééstents are an integral part hereof

2003

2002

2001

$167,566,00
150,175,00

17,391,00

8,916,001
1,071,001

564,00(
(104,000

10,447,00
6,944,00

1,980,001
(636,000

5,600,00!
5,025,001

$ 10,625,00

I
$ 1.3¢
$ 1.24

7,960,45!
8,540,56!

F-3

$172,040,00
151,465,00

20,575,00

7,203,001
1,167,001

552,00(
412,00(

9,334,001
11,241,00

3,582,001
(26,000

7,685,001
4,004,00!

$ 11,689,00

$ 1.61
$ 1.51

7,253,601
7,765,95i

$160,699,00
148,731,00

11,968,00

8,291,001
1,216,001
1,500,001
914,00
472,00
(36,000)

12,357,00
(389,000)

3,771,001
(71,000

(4,089,00)
(13,000

$ (4,102,00)
$ (0.69)
$ (0.69)

6,460,45!
6,460,45!
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Balance at March 31, 20(
Foreign currency translatic
Unrealized gain on Investmer
Net loss

Comprehensive Los

Balance at March 31, 20(
Sale of Stocl
Stock Warrants F-priced
Foreign currency translatic
Unrealized gain on Investmer
Net Income

Comprehensive Incon

Balance at March 31, 20(
Foreign currency translatic
Net Income

Comprehensive Incomnr

Balance at March 31, 20(

MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES

Consolidated Statement of Shareholders’ Equity

For the years ended March 31, 2003, 2002 and 2001

Accumulated

Common Stock Additional Other
Paid-in Comprehensive Accumulated Comprehensive
Shares Amount Capital Loss Deficit Total Income (Loss)
6,460,45! $65,00( $51,281,00 $ (95,000  $(33,858,00) $17,393,00
— — — 2,00( — 2,000 $ 2,00(
— — — 5,00( — 5,00( 5,00(
— — — — (4,102,00) (4,102,00) (4,102,00)
$(4,095,001)
|
6,460,45! 65,00C 51,281,00 (88,000 (37,960,00) 13,298,00
1,500,000 15,00C 1,485,00! — — 1,500,001
360,00( — — 360,00(
— — — (34,000) — (34,000 $ (34,000
— — — 10,00( — 10,00( 10,00¢(
— — — — 11,689,000 11,689,00 11,689,00
$11,665,00
|
7,960,45' 80,00 53,126,00 (112,000 (26,271,00) 26,823,00
— — — 5,00( — 5,000 $ 5,00(
— — — — 10,625,000 10,625,00 10,625,00
$10,630,00
|
7,960,45! $80,00( $53,126,00 $(107,000  $(15,646,00) $37,453,00
I S — — —

The accompanying notes to consolidated financiéstents are an integral part hereof
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MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Year Ended March 31,

Cash flows from operating activitie
Net income (loss
Adjustments to reconcile net income (loss) to rmesthc
Provided by (used in) operating activitir
Depreciation and amortizatic
Provision for doubtful accoun
Provision for litigation settlemet
Benefit for deferred income t:
Loss on disposal of asse
Stock warrants -priced
Changes in
Accounts receivabl
Inventory
Income tax refund receivak
Restricted depos
Prepaid expenses and other current a
Other asset
Accounts payabl
Deferred compensatic
Accrued liabilities
Other liabilities

Net cash provided by operating activit

Cash flows from investing activitie
Purchase of property, plant and equipn
Purchase of investmer
Liquidation of investment

Net cash used in investing activit

Cash flows from financing activitie
Borrowings under the line of crec
Payments under the line of cre
Advance from major sharehold
Payment on capital lease obligat

Net cash used in financing activiti
Effect of translation adjustment on c:¢

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

Cash and cash equivaler end of yea

Supplemental disclosures of cash flow informat
Cash paid during the year fc
Interest
Income taxe:
Non-cash investing and financing activitie
Property acquired under capital lei
Capital stock issued for cash received in FY 2

The accompanying notes to consolidated financééstients are an integral part hereof

2003 2002 2001
$ 10,625,00 $ 11,689,00 ($4,102,00)
2,384,001 2,889,00I 2,971,001
(104,00() 412,00( (36,000)
— — 1,500,00!
(4,271,00)) (3,000,001 —
— 11,00( 176,00(
— 360,00( —
5,262,00! (11,010,00) 7,975,00I
6,686,00! 939,00( 1,037,001
3,381,001 (964,000 1,214,00I
— — (1,500,001)
(171,000 253,00( (346,000)
620,00( (1,453,00) 69,00(
(2,909,000 3,934,00 (2,286,001
(58,000) 75,00( (37,000)
(254,00() (1,357,00) 308,00
(165,001 44,00( _
21,026,00 2,822,001 6,943,00I
(669,000 (756,000) (726,000)
— (81,000 —
110,00( — 38,00(
(559,00() (837,000) (688,00()
60,281,00 49,820,00 44,050,000
(78,378,00) (50,741,00) (51,761,00)
— — 1,500,00!
(1,160,00) (1,112,000 (1,005,001
(19,257,00) (2,033,00)) (7,216,001
5,00( (24,000 2,00(
1,215,001 (72,000 (959,00()
92,00( 164,00( 1,123,00!
$ 1,307,001 $ 92,00( $ 164,00¢(
| | |
$ 2,131,69: $ 2,678,74! $ 3,490,00!
$ 32,00( $ 1,00( $ 50C
— $ 103,00¢( $ 133,00¢(
— $ 1,500,00 _
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MOTORCAR PARTS & ACCESSORIES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2003 AND 2002
Note A — Company Background

Motorcar Parts & Accessories, Inc. and itsssdiaries (the “Company”) remanufacture and distie 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 aitearetail chain stores and warehouse distrilsutioroughout the United States and
Canada. The Company also sells after-market replawealternators and starters to a major automatiaeufacturer.

The Company obtains used alternators antestacommonly known as cores, primarily from itstomers (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 consolidatio

The accompanying consolidated financial statemiertiude the accounts of Motorcar Parts & Accdssoinc and its wholly owned
subsidiaries, MVR Products Pte. Ltd. and Unijoh .8lmd. All significant inter-company accounts arghsactions have been
eliminated.

2. Cash Equivalent

The Company considers all highly liquid investitsgourchased with an original maturity of three theror less to be cash equivalents.
The Company maintains its cash balances at sefiasakial institutions location in Southern Califiit, which at times, may exceed
federally insured limits. The Company has not eigmared any losses in such accounts and beliei@gadt exposed to any significant
credit risk on cash equivalents. Total amounts sunied at March 31, 2003 and 2002 were approxim&kl47,000 and $0,
respectively

3. Accounts Receivab

The allowance for doubtful accounts is developased upon several factors including customerslittgeiality, historical write-off
experience and any known specific issues or disputech exist as of the balance sheet ¢
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4.

Inventory

Inventory is stated at the lower of cost or markmst is determined by the average cost methbihaapproximates the first-in, first-
out (FIFO) method. Market is determined by comparito core broker prices. The Company providesllawance for potentially
excess and obsolete inventory based upon histarszaje. Inventory costs include material and coreponents, labor and overhe

Income Taxe

The Company accounts for income taxes in accaaith Statement of Financial Accounting Stand4t88AS”) No. 109,
“Accounting for Income Taxes” which requires the wd the liability method of accounting for incortaxes. The liability method
measures deferred income taxes by applying enatasatory rates in effect at the balance sheettdatee differences between the tax
base of assets and liabilities and their reportedumts in the financial statements. The resultssetor liability is adjusted to reflect
changes in the tax laws as they occur. A valuaitmwance is provided against deferred tax assk&nwheir estimated realization is
uncertain

Plant and Equipmer

Plant and equipment are stated at cost, lessradated depreciation and amortization. The cosidafitions and improvements are
capitalized, while maintenance and repairs aregdthto expense when incurred. Depreciation and tamation are provided on a
straight-line basis in amounts sufficient to reldte cost of depreciable assets to operationstheerestimated service lives, which
range from three to ten years. Leasehold improvésrame amortized over the lives of the respectasés or the service lives of the
leasehold improvements, whichever is sho

Foreign Currency Translatio

For financial reporting purposes, the functionalrency of the foreign subsidiaries is the locarency. The assets and liabilities of
foreign operations are translated at the exchaageim effect at the balance sheet date, whilemmée® and expenses are translated at
average exchange rates during the year. The acatedubreign currency translation adjustment is@néed as a component of other
comprehensive los

Revenue Recognitic

The Company recognizes revenue when performanteehCompany is complete. Revenue is recognizezhvaltl of the following
criteria are met according to SAB 1(Revenue Recognitic

« Persuasive evidence of an arrangement e:
- Delivery has occurred or services have been redd
e The selle’s price to the buyer is fixed or determinal

e Collectibility is reasonably assure
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10.

For products shipped free-on-board (“FOB”) shigppoint, revenue is recognized on the date ofnsif. For products shipped FOB
destination, revenues are recognized two days @dter of shipment. Revenue is recognized for timét talue”, representing the
remanufactured val-added portion, plus tt“core valu”, representing the assigned value of the ¢

Income (loss) Per Sha

Basic income (loss) per share is computed byddligithe net income or (loss) by the weighted-ayemrumber of shares of common
stock outstanding during the period. Diluted incaffess) per share includes the effect, if any, fitbm potential exercise or conversion
of securities, such as stock options and warrarttssh would result in the issuance of incremeniares of common stock, including
re-pricing of warrants which occurred in fiscal 20@iluted income (loss) per share for the yeadedrMarch 31, 2003, 2002 and 2001
does not include the effect of 57,475, 457,825@BR1875 options respectively, as they were-dilutive.

The following represents a reconciliation of baaid diluted net income (loss) per shi

Year end March 31

2003 2002 2001
Net income (loss $10,625,00 $11,689,00 $(4,102,001)
I .| .|
Basic share 7,960,45! 7,253,601 6,460,45!
Effect of dilutive options and warrar 580,10! 512,35: 0
Diluted share: 8,540,56! 7,765,95! 6,460,45!
| | |

Net income (loss) per common she
Basic $ 1.3¢ $ 1.61 $ (0.69)
Diluted $ 1.2¢ $ 1.51 $ (0.6%)

The effect of dilutive options and warrants exiels approximately 57,475 options with exercisegxi@nging from $3.60 to $19.13 per
share in 2003; 457,875 options with exercise priaeging from $2.875 to $19.13 per share in 200d;&63,875 options with exercise
prices ranging from $0.93 to $19.13 per share DiL- all of which were an-dilutive.

Use of Estimate

The preparation of consolidated financial states@ntonformity with generally accepted accounfinigiciples requires managemen
make estimates and assumptions that affect thetegpamounts of assets and liabilities and disctosiicontingent assets and liabilit
at the date of the financial statement. Actual ltestould differ from those estimates. The follog/iare significant estimates affecting
inventory.

Under the terms of certain agreements with ittauers and industry practice, the Company’s custsifiom time to time may be
allowed stock adjustments when their inventory lefeertain product lines exceed the anticipatatl of sales to end-user customers.
These adjustments are made when the Company aécipisventory thes
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11.

12.

customers’ overstocks, which do not occur atspscific time during the year. Due to current axgeeted changes in customer return
practices, in the fourth quarter of fiscal 200 @ompany began to provide for a monthly allowancaddress the anticipated impac
stock adjustments. During the fiscal year 2003 20@R, the Company expensed $962,000 and $898 @§@gatively, in cost of goods
sold and reduced the stock adjustment reserve By,800 and $513,000 for fiscal years 2003 and 2@3hectively, for stock
adjustments. The reserve for stock adjustmentsh#@4,000, $609,000 and $225,000 as of March 313,20U02 and 2001,
respectively. The allowance policy is reviewed t¢erdy looking back at a rolling 12 months to detarenif the monthly accrual should
be adjusted

The Company provides for potential excess andletesinventory based upon historical usage anwduets life cycle. This reserve
account decreased in fiscal 2003 by $150,000 fr811145,000 in fiscal year 2002 to $3,565,000 indigear 2003. This decrease was
due to the increased quality of the inventory onchand the continued focus on sales of obsolentovy. In fiscal 2002, this account
decreased by $159,000 from $3,874,000 in fiscad 2681 to $3,715,000 in fiscal year 20

The Company adjusts the carrying value of cardhriee ways, (1) when purchases constitute 256tooe of quantity on hand, then a
weighted average cost of recent purchases is apifi core values not updated by the above metheddjusted every six months
based on a comparison to core broker prices. Aithat have a difference between the carryingevahd the quoted core broker price
of 35% or greater are adjusted to reflect the changnarket value, and (3) a valuation reservebeas set up for those cores not
adjusted by the above policies. This reserve addsurased upon the inherent value of cores, wthielCompany estimates has a life
cycle of 20 years. This reserve account decreasésicial year 2003 by $227,000 from $264,000 indigrear 2002 to $37,000 in fiscal
2003. This decrease was principally the resulhef@ompany continuing to decrease its core invgriigrselling and scrapping cores
fiscal year 2002, this reserve account decreasékl by,000 from $379,000 in fiscal year 2001 to $264 in fiscal year 200:

The Company eliminated the valuation allowancedfeferred tax assets of $8,429,000 in fiscal ye@B2Management believes that i
more likely than not, based on projected taxahternme, that the deferred tax assets will be fulglized before their expiratio

Financial Instrument:

The carrying amounts of cash and cash equivalshtst-term investments, accounts receivable,atsgayable and accrued liabilities
approximate their fair value due to the short-teature of these instruments. The carrying amouftiseoline of credit and other long-
term liabilities approximate their fair value basedcurrent rates for instruments with similar etaeristics

Stocl-Based Compensatic

The Company accounts for stock-based employe@ensation as prescribed by Accounting PrinciplearB®pinion No. 25 (“APB
No. 2£), Accounting for Stock Issued to Employaed has adopted the disclosure provisions of FinhAccounting Standards 123,
Accounting for Sto-Based CompensatiqfiSFAS 123") and Statement of Financial Standart, Accounting for Stock-Based
Compensatic-Transition and Disclosuran amendment of FAS 1(“SFAS 14%).
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13.

14.

Under the provisions of APB No. 25, compensatiost for stock options is measured as the exdessy|j of the quoted market price of
the Companys common stock at the date of the grant over theuatran employee must pay to acquire the stock.SSEZ3 requires pi
forma disclosures of net income (loss) and netrimedloss) per share as if the fair value based odetfi accounting for stock-based
awards had been applied. Under the fair value basgtod, compensation cost is recorded based orathe of the award at the grant
date and is recognized over the service period.fallmving table presents pro forma net incomeg)dsad compensation costs been
determined on the fair value at the date of grantifvards under the plan in accordance with SFAS

2003 2002 2001
Net Income/(Loss)
Pro forma $10,456,00 $10,663,00! $(4,152,00)
As reportec 10,625,00 11,689,00 (4,102,001
Basic income/(loss) per she- pro forma 1.31 1.47 (0.69)
Basic income/(loss) per she- as reportes 1.3 1.61 (0.63)
Dilutive income/(loss) per sha— pro forma 1.2z 1.37 (0.69)
Dilutive income/(loss) per sha— as reportet 1.24 1.51 (0.63)

Under SFAS No. 123, compensation cost for optgmasited is recognized over the vesting period. ddrepensation cost included in
the pro forma amounts above represents the castiagsd with options granted during 1996 throug20 he following assumptions
were used in the Black-Scholes pricing model; etqubdividend yield 0%, risk-free interest rate 2@%xpected volatility factor of
53%, and an expected life of 5 yes

Credit Risk

Substantially all of the Company’s sales areetling automotive parts retailers. Management\esdi¢he credit risk with respect to
trade accounts receivable is limited due to the @amy's credit evaluation process and the nature oligsotners

Deferred Compensation Ple

The Company has a deferred compensation placefteiin management. The plan allows participantefer salary, bonuses and
commission. The assets of the plan are held inst #ind are subject to the claims of the Compagsreeral creditors under federal and
state laws in the event of insolvency. Consequettiby trust qualifies as a Rabbi trust for incoarepurposes. The plan’s assets consist
primarily of mutual funds and are classified asditable for sale”. The investments are recordedaket value with any unrealized
gain or loss recorded as other comprehensive hosisareholders’ equity. Adjustments to the defec@upensation obligation are
recorded in operating expens
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15.

16.

17.

Comprehensive Lo

Statement of Financial Accounting Standards NG, IReporting Comprehensive Income”, establishaddards for the reporting and
display of comprehensive income and its componiarasfull set of general purpose financial statetee@Gomprehensive income is
defined as the change in equity during a periodltieg from transactions and other events and aistances from non-owner sources.
The Company has presented comprehensive incon® oghe Consolidated Statement of Sharehc Equity.

Marketing Allowance

The Company records the cost of marketing allm&ann accordance with the Emerging Issues TasteH&ITF) 01-9 Accounting for
Consideration Given by a Vendor to a Customer”. éfrttie EITF, voluntary marketing allowances related single exchange of
product are recorded as a reduction of sales ipé¢hied the related revenues are recognized. @theketing allowances are recordec
a reduction of revenues over the life of the cartti

Recent Pronouncemen

In August 2001, the FASB issued SFAS 144 “Accounfor the Impairment or Disposal of Long-Liveds&ts.” This statement
addresses financial accounting and reporting feiirtipairment or disposal of long-lived assets. Btédement supercedes SFAS

No. 121,“Accounting for the Impairment of Long-Lived Assetsd for Long-Lived Assets to be Disposed Of,” #melaccounting and
reporting provisions of APB Opinion No. 30, “Repog the Results of Operations — Reporting the Effe€ a Disposal of a Segment of
a Business and Extraordinary, Unusual and Infrety@tcurring Events and Transactions,” for thepdsal of a segment of a business
(as previously defined in that Opinion). SFAS Né4 lvas effective January 1, 2002. The adoptionF#$144 did not have a material
impact on the Compa’s consolidated financial statemer

In April 2002, the FASB issued SFAS 145, “Resois®f FASB Statements No. 4, 44 and 64, AmendréRASB Statement No. 13
and Technical Corrections” (“SFAS 145"). SFAS 14flates and clarifies existing accounting pronourezgsirelated to gains and
losses from extinguishment of debt and requiresdédain lease modifications be accounted fohendame manner as sale-leaseback
transactions. The adoption of SFAS 145 effectiveuday 1, 2003, did not have a material impact @xGbmpan’s financial statement

In July 2002, the FASB issued SFAS 146, “Accoumfior Costs Associated with Exit or Disposal Aittes,” which addresses financial
accounting and reporting for costs associated @ithor disposal activities and supersedes Emerigisiges Task Force (EITF) Issue 94-
3, “Liability Recognition for Certain Employee Teimation Benefits and Other Costs to Exit an Actiincluding Certain Costs
Incurred in a Restructuring).” SFAS 146 requirest tliability for a cost associated with an exidesposal activity be recognized when
the liability is incurred. Under EITF 94-3, a liéityi for an exit cost was recognized at the datargntity’s commitment to an exit plan.
SFAS 146 also establishes that the liability shawitiblly be measured and recorded at fair vallee adoption of SFAS 146 effective
January 1, 2003, did not have a material impatcherCompan’s financial statement

In December 2002, the FASB issued SFAS No. 1A8¢c6unting for Stock-Based Compensation Transiéind Disclosure” (“SFAS
148"), an amendment of SFAS No. 123 “Accounting$tock-Based Compensation” (“SFAS 123"). SFAS ld#@ads SFAS 123 to
provide alternative methods for a voluntary charugehe fair value based method of accounting foclsbased employee compensati
In addition, the statement amends the disclosureirements of SFAS 123 to require prominent disgales for both annual and interim
financial statements about the method of accouritingtock-based employee compensation and theteffehe methods used on
reported results. The interim transition and anmiigdlosure requirements of SFAS 148 are effedtivéhe Companys fiscal year 200:
The Company does not expect SFAS 148 to have aialampact on its consolidated results of operadior financial positior

In November 2002, the FASB issued Interpretallon 45, Guarantor’s Accounting and Disclosure Resfuents for Guarantees,
Including Indirect Guarantees of Indebtedness be@t, which elaborates on the disclosures to besrimaithterim and annual financial
statements of a guarantor about its obligation®undrtain guarantees that it has been issueldolttarifies that a guarantor is required
to recognize, at the inception of a guaranteegliliiy for the fair value of the obligation undaken in issuing a guarantee. Initial
recognition and measurement provisions for theimétation are applicable on a prospective basjgitzantees issued or modified after
December 31, 2002. The disclosure requirementsfégetive for financial statements of interim omaal periods ending after
December 15, 2002. As of December 31, 2002, thepgaomdid not have any outstanding guarant

In January 2003, the FASB issued Interpretation46, Consolidation of Variable Interest Entitiedich addresses consolidation by
business enterprises of variable interest entiesisolidation by a primary beneficiary of the asskabilities and results of activities of
variable interest entities will provide more contplenformation about the resources, obligatiorsksiand opportunities of the
consolidated company. The interpretation also regudisclosures about variable interest entitiasttie company is not required
consolidate but in which it has a significant vhahainterest. The consolidation requirements cérmtetation No. 46 apply immediately
to variable interest entities created after Jan@ar2003 and apply to older entities in the fiistal year or interim period beginning
after June 15, 2003. Certain of the disclosureirements apply in all financial statements issuier danuary 31, 2003, regardless of
when the variable interest entity was establisiée. Company is in the process of evaluating thelaisires and possible impact of
adopting Interpretation No. 46 and does not belmweh adoption will have a material impact oniitaficial statement
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Note C — Realization of Assets

The accompanying consolidated financial statets have been prepared in conformity with geheaalkcepted accounting principles,
which contemplate continuation of the Company geiag concern. However, the Company has signifipamiding investigations (see Note
Q). Management is actively pursuing resolutionhaf pending investigations. Although there can bassurance as to the future financial
impact from these matters on the Company, managemedaves that it will be able to conclude thesattars in a reasonable period.

Note D — Inventory

Core and raw materials inventory are statatiealower of cost or market. The Company deteewithe market value of cores based on
consideration of current core broker prices. Sualbes are normally less than the core value credliteustomers’ accounts when cores are
returned to the Company as trade-iffnished goods costs include core, raw materialsn, and overhead. An allowance for obsolescence i
provided to reduce the carrying value of inventmryts estimated market value.

Inventory is comprised of the following at March: 31

Raw materials and cor:
Work-in-process
Finished good

Less allowance for excess and obsolete inver

Total

Note E — Plant and Equipment

Plant and equipment, at cost, are as follatwdarch 31:

Machinery and equipme
Office equipment and fixture
Leasehold improvemen

Less accumulated depreciation and amortize

Total

2003 2002
$20,197,00 $23,292,00
719,00( 1,286,001
10,232,00 13,407,00
31,148,00 37,985,00
(3,565,001 (3,715,001
$27,583,00 $34,270,00
| . |
2003 2002
$ 12,412,00 $ 11,949,00
4,539,001 5,031,001
2,619,001 2,782,001
19,570,00 19,762,00
(14,342,00) (12,819,00)
$ 5,228,001 $ 6,943,00
| |
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Note F — Capital Lease Obligations

The Company leases various types of machiaedycomputer equipment under agreements accofartad capital leases. The cost and
accumulated amortization of capital lease assetsded in plant and equipment was $6,104,000 arl84000, respectively, at March 31,
2003 and $5,979,000 and $3,506,000, respectivéaath 31, 2002.

Future minimum lease payments at March 30330r the capital leases are as follows:

Year Ending March 31

2004 $ 855,00(
2005 112,00(
2006 74,00(
2007 33,00(
2008 6,00(
Total minimum lease paymer 1,080,00!
Less amount representing inter 56,00(
Present value of future minimum lease payn 1,024,00!
Less current portio (209,000

$ 815,00(

|

Note G — Line of Credit

On December 20, 2002, the Company obtaineglaline of credit which provides for borrowings tapthe lesser of (i) $25,000,000 or
(i) its borrowing base, which consists of 75%loé tCompany’s qualified accounts receivable plusoukil0,000,000 of qualifying inventory.
The Company paid the new lender a loan origindgenof $125,000 which has been deferred and igtssimortized over 36 months. As a
result of this refinancing, the Company’s previtersder waived restructuring fees in the amount&&#35000 which were incurred in
connection with an earlier restructuring of the @amy’s prior lending arrangement and which werkdagaid if the Company did not secure
a new lending source by December 31, 2002. The artaaed portion of the refinancing fee of $447,G0@l the related liability of $655,000
were recorded in the income statement, resultirgriet credit of $208,000 recorded to interest rgpe
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At March 31, 2003 the Company’s borrowingédags $19,080,000, and the Company had borrow@3$800 of this amount and
reserved an additional $1,971,000 in connectioh thié issuance of standby letters of credit forkeds compensation insurance. As such,
the Company had availability under its line of éted $7,177,000. The interest rate on this créatitlity fluctuates and is based upon the
(i) higher of the federal funds rate plus 1/2 of @#4he bank’s prime rate, in each case adjustesl iargin of between —. 25% and .25% that
fluctuates based upon the Company’s cash flow emeeratio or (ii) LIBOR or IBOR, as adjusted toddkto account any bank reserve
requirements, plus a margin of between 2.00% ab@P2.that fluctuates based upon the Company’s dashcverage ratio. At March 31,
2003, $6,000,000 of the Company'’s available criedtility was calculated based upon the six-mont®RB+ 2.00% and $3,932,000 was
calculated based upon the bank’s prime rate + .Z&%dMarch 31, 2003 IBOR was 1.32% while the bakisie rate was 3.75%; therefore,
the Company’s interest rates for the IBOR and tiragrate portions of the credit facility were 382nd 4.00%, respectively.

The bank loan agreement includes variousire conditions, including minimum levels of tahlg net worth, cash flow coverage and a
number of restrictive covenants, including prohdris against additional indebtedness, paymentwideinds, pledge of assets and capital
expenditures as well as loans to officers andfilieés. In addition, pursuant to the terms spedifin this new loan agreement the Company
agrees to pay a fee of .25% per year on any difterdetween the Commitment and the outstanding anodweredit it actually uses,
determined by the average of the daily amount ediitioutstanding during the specified period.

The Company has an agreement executed or2&u2©02 with one of its customer’s banks, whertbigyCompany has the option to sell
this customer’s receivables to the bank, at aneaupon discount set at the time the receivabkesa@d. The discount has ranged from .53%
to 1.51% during 2003, and has allowed the Comparmagctelerate collection of the customer’s recessblggregating $24,000,000 by an
average of 51 days. The Company has benefited thh@agreement by reducing its line-of-credit byrenthan $3,000,000.

Note H — Stock Adjustments

Stock adjustments are allowed under the tafneertain Company agreements or in accordandeindlustry practice. Customer’s request
stock adjustments when the inventory level of ¢genpaoduct lines exceeds their anticipated sales! @ their end-user customers.

Due to current and expected changes in custoeturn patterns, the Company now provides awalhce for anticipated stock
adjustments. The costs associated with stock ax@rgs are charged against this allowance. The allow is reviewed quarterly, together
with customer input, to determine if the allowasbeuld be adjusted. The Company has recorded @maaite of $794,000 and $609,000 at
March 31, 2003 and 2002, respectively.

Note | — Accumulated Other Comprehensive Loss
Accumulated other comprehensive loss consfdtse following at March 31:
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2003 2002 2001
Foreign currency translatic $ (76,000 $ (81,000 $(68,000)
Unrealized losses on investme (31,000 (31,000 (20,000
$(107,000() $(112,000() $(88,000)
| | L]

Note J — Employment Agreements and Bonus Plan

The Company has employment agreements witlekeloyees, expiring at various dates through WM&, 2006. The employment
agreements provide for annual base salaries aggrgdd,033,000. In addition, some of these empdeyeere granted options pursuant to
Company’s stock option plans for the purchase & 330 shares of common stock at exercise pricagrrgrirom $0.93 to $3.60 per share.

The Company has a bonus plan for certain epeels. The majority of bonuses are calculatedpes@entage of net income before taxes,
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 bonubkdordars ended March 31, 2003, 2002 and 2001 w494000, $1,682,000 and $168,(
respectively.

Note K — Commitments

The Company leases office and warehousetfasiln California and Tennessee under operatiagds expiring through 2007. Certain
leases contain escalation clauses for real estats and operating expenses. At March 31, 2003gethaining future minimum rental
payments under the above operating leases ard@ssp

Year ending March 31,

2004 1,152,00!
2005 1,153,00!
2006 1,146,00!
2007 1,132,00!
Thereaftel —
$4,583,00!

During fiscal years 2003, 2002 and 2001,Gbenpany incurred total lease expenses of $1,150%10897,000 and $1,688,000,
respectively.

The Company entered into a five-year agreémvéh one of its major customers in March, 2003avwdby the Company was designated as
the primary supplier for all remanufactured Impalternators and starters purchased by this custdmeonsideration for this contract, the
Company agreed to issue credits to this customappfoximately $5,014,000 at various times ovelifeeof this five-year period. With the
execution of this agreement, the Company recograzeitarge against gross revenues of $1,626,00€cal 2003, received inventory valued
at $406,000 and an update order from this custemeragreed to assist this customer with their &ffiar reduce their warranties by
participating in a warranty reduction program. Tatance of the marketing allowance of $2,982,00Dbeirecognized as a charge against
gross revenues over a five-year period.
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Note L — Major Customers

The Company'’s three largest customers accduotehe following total percentage of accountseieable and sales for the fiscal year
ended:

2003 2002 2001

Net Sales 91%  86% 69%
Accounts Receivabl 93% 75% 73%

Note M — Income Taxes

The income tax benefit (expense), for the yeamded March 31, 2003, 2002 and 2001 is as follows

2003 2002 2001
Current tax benefit (expens
Federal $ 821,00( $1,004,00! $ —
State (67,000 — (23,000
Total current tax benefit (expens 754,00( 1,004,001 (13,000
Deferred tax benef
Federal 3,703,001 2,610,001 —
State 568,00( 390,00( —
Total deferred tax bene 4,271,001 3,000,001 —
Total income tax benefit (expens $5,025,00! $4,004,00! $(13,000)
| | I
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Deferred income taxes consist of the followatdviarch 31:

2003 2002
Assets

Net operating loss cal-forwards $ 6,356,001 $ 3,542,001
Inventory valuatior 4,183,001 5,619,001
Inventory accounting method char — 5,066,001

Allowance for customer discounts and bad
debts 690,00( 475,00(
Inventory capitalizatiol 54,00( 43,00(
Vacation pay 194,00( 180,00(
Deferred compensatic 90,00( 107,00(
Accrued bonu: 132,00( 310,00(
Other 5,00( 5,00
11,704,00 15,347,00

Liabilities

Deferred state ta (457,000 —
Accelerated depreciatic (726,000 (848,000
Net deferred tax asse 10,521,00 $14,499,00
Less: valuation allowanc — (8,249,001
$10,521,00 $ 6,250,001
.| I

The Company eliminated the valuation allowaimcaleferred tax assets of $8,249,000 in 2003raddced the allowance by $5,971,000 in
2002. In 2001, the valuation allowance increase#68/1,000. Realization of the deferred tax assedependent upon the Company'’s ability
to generate sufficient future taxable income. Mamagnt believes that it is more likely than not thiiire taxable income will be sufficient to
realize the recorded deferred tax assets. Futyabl@mincome is based on management’s forecabediiture operating results of the
Company, and there can no assurance that suclisresiibe achieved. Management continually reviewsh forecasts in comparison with
actual results. At March 31, 2003, the Companyfedédral and state net operating loss carry forwaf@i7,110,000 and $6,795,000,
respectively, which expire in varying amounts thgio2023.
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The Job Creation and Work Assistance Act @2@he “Act”)was passed by Congress and then signed by thel®esin March 9, 200
One of the provisions of the Act extends the céaigk period five years for losses arising in yegnding during 2001 and 2002. Under the
new tax law, the Company received $821,000 in ¢foids that were recorded in fiscal 2003 relatetthédfive-year carry-back provision of

the act.

The difference between the income tax expah#iee federal statutory rate and the Companytcéffe tax rate is as follows:

2003 2002 2001
Statutory federal income tax re 34% 34% (34)%
State income tax ra 5% 5% (5)%
Change in tax lav 15% (13% (139%
Valuation allowanct (119% (78)% 39%

Q0% (5% (52)%

Note N — Stock Options

In January 1994, the Company adopted the $88¢k Option Plan (the “1994 Plan”), under whictvéts authorized to issue non-qualified
stock options and incentive stock options to kepleyees, directors and consultants. After a nurobshareholdeepproved increases to tl
plan, at March 31, 2002 the aggregate number ckgiptions approved was 960,000 shares of the Coy'gpaommon stock. The term and
vesting period of options granted is determine@ lcpmmittee of the Board of Directors with a terot to exceed ten years.

At the Company’s Annual Meeting of Sharehoddeeld on November 8, 2002 the 1994 Plan was amlendacrease the authorized
number of shares issued to 1,155,000. As of Maigt2B03, there were 895,375 options outstandingutigt 1994 Plan and 54,375 options
were available for grant.

In August 1995, the Company adopted the Nopleyee Director Stock Option Plan (the “Directofar®) which provides for the grantir
of options to directors to purchase a total of @8,8hares of the Company’s common stock. Optiopsitohase 15,000 shares have been

granted under the Director’s Plan as of March 8303

In September 1997, the Company adopted thé $88ck Option Plan (the “1996 Plan”), under whicls authorized to issue non-qualified
stock options and incentive stock options to kepleyees, consultants and directors to purchasteahdb30,000 shares of the Company’s
common stock. The term and vesting period of ogtigranted is determined by a
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committee of the Board of Directors with a term tmexceed ten years. Options to purchase 30,00@slhave been granted under the 1996

Plan as of March 31, 2003.

Summary of stock option transactions is aefd:

Outstanding at 3/31/C
Granted
Exercisec
Forfeited

Outstanding at 3/31/C
Granted
Exercisec
Cancellec

Outstanding at 3/31/C
Granted
Exercisec
Cancellec

Outstanding at 3/31/C

Number of Shares

Weighted Average
Exercise Price

684,25(
31,00
0
(61,87%)

653,37!
591,50(
0
(451,00)

793,87
154,50(
0
(8,000)

940,37!
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$11.41
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$ 2.62
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The following table summarizes information abthe options outstanding at March 31, 2003:

Options Outstanding Options Exercisable

Weighted

Weighted Average Average

Exercise
Range of Exercise Prices Shares Exercise Price Remaining Life in Years  Shares Price
$0.93 to $1.2: 178,50( $ 1.0¢ 8.24 178,50( $ 1.0¢
$2.20 to $3.1! 734,00( $ 2.8¢ 8.51 734,00( $ 2.8¢
$8.13 to $11.8: 15,00( $ 8.0t 3.7 15,00( $ 8.0t
$12.00 to $19.1 12,87 $17.5¢€ 4.24 12,87t $17.5¢€

940,37! 940,37!

Note O — Litigation

On September 18, 2002, the Securities anddbhg# Commission filed a civil suit against the Campand its former chief financial
officer, Peter Bromberg, arising out of the SE@gaistigation into the Company’s financial stateraemtd reporting practices for fiscal years
1997 and 1998. Simultaneously with the filing c BEC Complaint, the Company agreed to settle BH&sSaction without admitting or
denying the allegations in the Complaint. Undertdrens of the settlement agreement, the Compasiytigect to a permanent injunction
barring the Company from future violations of thgifsaud and financial reporting provisions of tleeleral securities laws. No monetary fine
or penalty was imposed upon the Company in conmeetith this settlement with the SEC. The SEC'scagainst Bromberg has not been
settled. In addition, the United States Attorne9Tice for the Central District of California filecriminal charges against Bromberg on
September 18, 2002 relating to his alleged rokaénactions that form the basis for the SEC’s Cainpl Bromberg has pled guilty to these
criminal charges and is awaiting sentencing.

The United States Attorney’s Office has infedrthe Company that it does not intend to pursimeircal charges against the Company
arising from the events involved in the SEC Comqlarhe U.S. Attorney’s Office is, however, coniimy its investigation into the events
involved in the SEC’s Complaint. The Company hasrbi@formed that the U.S. Attorney’s Office has eanRichard Marks as a target of its
investigation. During the 1997 and 1998 periodseurvestigation, Mr. Marks served as the CompaRy&sident and COO. Mr. Marks is
currently an advisor to the Company’s Chief Exaautfficer and Board of Directors.

The Company has settled the class action liatvet had been filed against the Company in thédd 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 lalWsder the terms of the settlement agreement,|#ss @ction plaintiffs have received
$7,500,000. Of this amount, the Company’s direcémrs officer’s insurance carrier paid $6,000,000 toe Company has paid the balance.
Final
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approval of this settlement was entered into CBeaxtords on September 18, 2001 and all parties éxsheanged releases in connection with
this settlement.

To finance the Company’s portion of the setéat, the Company and Mel Marks, the Company’s dearmnd a board member, entered
into a stock purchase agreement. Under the tertisogreement, Mr. Marks purchased shares aEtimpany’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 sfttansaction 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 aaluated as of November 30, 2000, the
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 and Exggh@ommission issued a formal order of investigetiith respect to the Company. In this
order, the SEC authorized an investigation intopagnother things; the accuracy of the financiabinfation previously filed with the
Commission and potential deficiencies in the Comgfsarecords and system of internal control. The $E@stigation is proceeding. There
can be no assurance with respect to the outcortie GEC'’s investigation. The United States Attora&ffice for the Central District of
California is conducting a similar investigation.

We are current with respect to filing all afraequired reports to the SEC on time for the gdstnonths. However, only four years of
financial data is available due to a required testant of our financials for fiscal year ended 2080that time, due to cost and time
constraints, only the balance sheet was restatdtséal year 1999 and therefore, only four yedrBrancial information is available. The
SEC is aware of this fact and has reminded the Gom(hat it has the authority to revoke or susgbedCompany’s registration under the
Securities Exchange Act of 1934 as a result ofribis-compliance situation, which SEC action woulevent sales of the Company’s
common stock through broker/dealers.

The Company is subject to various other latgsamd claims in the normal course of business.@gament does not believe that the
outcome of these matters will have a material axtveffect on its financial position or future reésudf operations.

Note P — Related Party Transactions
The Company has entered into agreements knigle tmembers of its Board of Directors, Messraw@elloffe, Mel Marks and Doug Horn.

In August 2000, the Company’s Board of Direstagreed to engage Mr. Mel Marks to provide caimsykervices to the Company.
Mr. Marks is paid an annual consulting fee of $8B0, per year. The Company can terminate this aeraegt at any time.

Effective December 1, 1999, the Company edtar® a consulting agreement with Mr. Selwyn Joffie 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 schedulegtioe on June 1, 2001
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but has been extended by mutual agreement thraugh1] 2003 and provides for annual compensatidfiridoffe in the amount of

$160,000. As additional consideration for the cdtivey services, Mr. Joffe was granted an optioptechase 40,000 shares of the Company’s
Common Stock pursuant to the Company’s 1994 Stqutio® Plan. Of these options, 20,000 options waera@sable on the date of grant and
the remaining 20,000 options were fully vestedtanfirst anniversary of the date of grant. Theamgihave an exercise price of $2.20 per
share and expire ten (10) years after the graet dat

Mr. Joffe and the Company entered into antaudil consulting services agreement dated as gf 812002, providing for Mr. Joffe to
assist us in considering and pursuing potentiaktrations and relationships intended to enhancé&tsdtder value. In connection with this
arrangement, we agreed to pay Mr. Joffe an additi$h0,000 per month for one year and 1% of thaevaf any transactions, which close by
the second anniversary of the agreement, less anghiy fees, paid. This agreement remained in efiatl February 14, 2003 at which time
Mr. Joffe accepted his current position as Presided Chief Executive Officer in addition to senyias the Chairman of the Board of
Directors. Mr. Joffe’s current agreement callsdarannual salary of $500,000, the continuationi®phor agreement relative to payment of
1% of the value of any transactions which closéaych 31, 2006 along with a car allowance and otlenpensation generally provided to
our other executive staff members. In addition, dbffe was awarded 100,000 Stock Options effedftaech 3, 2003 at a strike price of
$2.16. Unless otherwise extended, this contradrexen March 31, 2006.

The Company has agreed to pay Mr. Horn $120p@0 year for serving as the Chairman of the CampgaAudit, Compensation and
Ethics Committees respectively.
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Note Q — Unaudited Quarterly Financial Data

The following summarizes selected quarterharicial data for the fiscal year ended March 30320

First Second Third Fourth

Quarter Quarter Quarter Quarter
Net Sale: $48,405,00 $44,456,00 $40,115,00 $34,550,00
Gross Margir 5,181,001 4,858,001 5,194,00! 2,158,00!
Total Operating Expens: 2,593,001 2,442,001 2,937,001 2,475,001
Operating Income / (Los: 2,588,001 2,416,001 2,257,001 (317,000
Interest expens— net 616,00( 872,00( (270,000 126,00(
Income tax (expense) bene (2,000 — 695,00( 4,331,001
Net Income $ 1,971,001 $ 1,544,001 $ 3,222,001 $ 3,888,001
I .| .| I
Basic income per sha $ 0.2t $ 0.1¢ $ 0.4C $ 0.4¢
Diluted income per shal $ 0.2: $ 0.1¢ $ 0.3¢ $ 0.4t

Significant 4th Quarter Adjustments: The Compariigsal year 2003 operating results were impactethbyCompany’s recording of a
$4,331,000 tax benefit in the fourth quarter o€&iis2003 associated with a reduction in the vatuasillowance for net deferred tax assets.
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The following summarizes selected quarterly finahdata for the fiscal year ended March 31, 2002:

First Second Third Fourth

Quarter Quarter Quarter Quarter
Net Sales $42,251,00 $49,229,00 $38,837,00 $41,723,00
Gross Margir 4,581,00 6,378,001 3,753,001 5,863,001
Total Operating Expens: 2,435,00i 2,624,00! 1,647,00! 2,628,00I
Operating Incom: 2,146,001 3,754,001 2,106,00! 3,235,00!
Interest expens— net 1,237,001 954,00( 806,00( 559,00(
Income tax (expense) bene (2,000 — — 4,005,001
Net Income $ 908,00( $ 2,800,001 $ 1,300,001 $ 6,681,00
| | | |
Basic income per sha $ 0.1« $ 0.42 $ 0.1€ $ 0.8
Diluted income per sha $ 0.1: $ 0.4C $ 0.1f $ 0.7¢

Significant 4th Quarter Adjustments: The Comparfigsal year 2002 operating results were impactetheyCompany’s recording of a
$3,000,000 tax benefit in the fourth quarter ofdis2002 associated with a reduction in the vatmagillowance for net deferred tax assets.
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Schedule Il — 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
2003 Accounts receivable allowan $326,00( $(104,00() $135,00( $ 87,00(
2002 Accounts receivable allowan 149,00( 412,00( 235,00( 326,00(
2001 Accounts receivable allowan: 319,00( (36,000 134,00( 149,00(

Inventory
For the Year Balance at
Ended Beginning of Reserve Charged Inventory Balance at

March 31 Description Period to Income Written Off End of Period
2003 Allowance for obsolescent $3,715,00! $1,550,00! $1,700,00! $3,565,00!
2002 Allowance for obsolescen 4,253,001 1,440,00! 1,978,00! 3,715,001
2001 Allowance for obsolescent 5,256,00!I 316,00( 1,319,00 4,253,001
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EXHIBIT 10.42
EMPLOYMENT AGREEMENT

This employment agreement (this "AGREEMENT") dat&sdbf February 14, 2003, is entered into by anddet MOTORCAR PARTS &
ACCESSORIES, INC., a New York corporation curretitiving an address at 2929 California Street, hogaCalifornia 90503 (together
with its subsidiaries and affiliates, the "COMPANYand Selwyn Joffe, an individual residing at 2&3tdelia Road, Los Angeles, Califor
90049 (the "EXECUTIVE").

WITNESSETH:

WHEREAS, the COMPANY desires to employ EXECUTIVEi®sChairman of the Board, President and Chiefchtiee Officer and
EXECUTIVE desires to be so employed by the COMPAMY upon the terms and subject to the conditiamgained herein.

NOW, THEREFORE, in consideration of the mutual ctavets and agreements contained herein, and otbdragal valuable consideratic
the receipt and sufficiency of which are herebynaeidedged, the parties hereto agree as follows:

1. EMPLOYMENT; PRIOR AGREEMENTS. Subject to and npghe terms and conditions contained in this AGRERM, the COMPANY
hereby agrees to employ EXECUTIVE and EXECUTIVEemgrto be employed by the COMPANY, for the perieidferth in Paragraph 2
hereof, to render the services to the COMPANYaffdiates and/or subsidiaries as described in tagh 3 hereof. Each of the Consulting
Agreement dated as of December 1, 1999 and thesAmet for Consulting Services dated as of May 922060th between the COMPANY
and the EXECUTIVE (the "PRIOR AGREEMENTS") shalirténate as of the date hereof (the "COMMENCEMENTTBA); provided,
however, that any payments due and payable toXEeCE/TIVE under the PRIOR AGREEMENTS as of the COMNEEMENT DATE
shall be paid as provided therein.

2. TERM. EXECUTIVE'S term of employment under tASREEMENT shall commence on the COMMENCEMENT DATiEdashall
continue for a period through and including Mardh 2006 (the "EMPLOYMENT TERM"), unless extendedhirting by both parties or
earlier terminated pursuant to the terms and cimditset forth herein.

3. DUTIES.

(2) EXECUTIVE shall be employed as the COMPANY'Siman of the Board, President and Chief Execu@iffecer and shall report to the
COMPANY'S Board of Directors. It is agreed that EXETIVE shall perform his service in the COMPANY'8rfance, California, facilities,
or any other facilities mutually agreeable to tleties.

(b) EXECUTIVE agrees to abide by all By-Laws anglagable policies of the Company promulgated framet to time by the Board of
Directors of the COMPANY and its constituent contees (together with its appropriate committees;'B®@®ARD OF DIRECTORS").
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4. EXCLUSIVE SERVICES AND BEST EFFORTS. EXECUTIVEadl devote all of his working time, attention, befforts and ability to
the service of the COMPANY, its affiliates and sdiegies during the term of this AGREEMENT.

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

(a) Base Salary; Benefits. The COMPANY shall paygUTIVE a base salary ("SALARY") of Five Hundreddusand Dollars ($500,000)
per year. The EXECUTIVE shall receive such adddidrenefits as are usually provided from time-todito senior executives of the
COMPANY.

(b) Bonus. EXECUTIVE shall participate in the COMRX'S Executive Bonus Program as adopted and amenai@dime to time by the
COMPANY'S Board of Directors. The COMPANY'S Exe&@tiBonus Program shall be adopted and effectiviateo than with respect to
fiscal periods beginning April 1, 2003.

(c) Stock Option. As additional consideration foe services to be performed by EXECUTIVE, the CONMYAgranted EXECUTIVE, on
March 3, 2003, an option to purchase 100,000 stdrtee COMPANY'S common stock, pursuant to the GIY'S 1994 Stock Option
Plan, at an exercise price of $2.16 per share. 8ptibn shall be immediately exercisable with respe one-half of such shares and on the
first anniversary thereof with respect to the remmaj such shares. Upon the termination of this AGRENT for any reason, or the
expiration of the options for any reason, EXECUTIstall have, for a period of 90 days from such teation or expiration, the option, but
not the obligation, to sell for cash all or anytprthe option, and all or any of the underlyifgges if any or all of the options have been
exercised, to the COMPANY for (i) with respect tch share remaining subject to the option, tharwdogrice of the COMPANY'S common
stock on the trading day immediately preceding teation or expiration (or, if the COMPANY'S stockmot then publicly traded, the fair
market value thereof as determined by negotiateiween the COMPANY and the EXECUTIVE) minus thereige price and (ii) with
respect to each share purchased pursuant to tioe @pid held by the EXECUTIVE, the closing pricetlod COMPANY'S common stock on
the trading day immediately preceding terminatioexpiration(or, if the COMPANY'S stock is not thpablicly traded, the fair market value
thereof as determined by negotiation between thBIBANY and the EXECUTIVE).

(d) Certain Transaction Fees. In the event of anaare "PROPOSED TRANSACTIONS" (as defined in Extwbhereto) occurring during
the term of this AGREEMENT, EXECUTIVE shall recej\as additional compensation with respect to e®BPOSED TRANSACTION, a
fee as set forth in Exhibit A hereto (the "TRANSAION FEES").

6. BUSINESS EXPENSES. EXECUTIVE shall be reimburk®dand entitled to advances (subject to repayrneethe COMPANY if not
actually incurred by EXECUTIVE) with respect to,lpthose business expenses incurred by him whielieasonable and necessary
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for EXECUTIVE to perform his duties under this AGREENT in accordance with policies established frtimme to time by the COMPAN®
7. EXECUTIVE BENEFITS.
(a) EXECUTIVE shall be entitled to four (4) weekaighvacation each year during the EMPLOYMENT TERM.

(b) The COMPANY may withhold from any benefits phieato EXECUTIVE all federal, state, local and attexes and amounts as shall be
required pursuant to law, rule or regulation. Altlee benefits to which EXECUTIVE may be entitletiioh are not specifically described
herein may be changed from time to time or withdratany time in the sole discretion of the COMPAISY long as any such change or
withdrawal are applicable to all of the relevantMPANY executives and to the relevant executivearof company which may control the
COMPANY.

(c) During the EMPLOYMENT TERM the COMPANY shallguide to executive an automobile allowance in tmeant of Fifteen Hundred
Dollars ($1500.00) per month, payable monthly.iéw lof such allowance, the Company may, at itsoopttlect to provide EXECUTIVE an
automobile of a make, model and year mutually aapkeeto the COMPANY and EXECUTIVE, all costs of whj including fuel, olil,
insurance, repairs, maintenance and other expestsgispe the responsibility of the COMPANY.

(d) During the EMPLOYMENT TERM, if EXECUTIVE doeohelect medical insurance coverage for himselftaaaligible family through
the COMPANY, he shall receive as an allowance tmhsmedical insurance an amount equal to the thstwvehich would be incurred by the
COMPANY in supplying such coverage for EXECUTIVEdms eligible family.

8. DEATH AND DISABILITY.

(a) The EMPLOYMENT TERM shall terminate on the dat&EXECUTIVE'S death, in which event EXECUTIVE'Scaued SALARY,
BONUS and TRANSACTION FEES, if any, reimbursabl@exses and benefits, including accrued but unuaeation time, owing to
EXECUTIVE through the date of EXECUTIVE'S deathablbe paid to the EXECUTIVE'S estate, and EXECUEIY estate shall assume
EXECUTIVE'S rights under the 1994 Stock Option Pawd the related rights under this AGREEMENT. EXHQUE'S estate will not be
entitled to any other compensation upon terminadiotiis AGREEMENT pursuant to this Paragraph 8 (a)

(b) If, during the EMPLOYMENT TERM, in the opiniaof a duly licensed physician selected by COMPANY asasonably acceptable to
EXECUTIVE, EXECUTIVE, because of physical or mernithiess or incapacity, shall become substantiatigble to perform the duties and
services required of him under this AGREEMENT fgueaiod of 180 ) consecutive days , the COMPANY mgon at least ten (10) days'
prior written notice given at any time after theigation of



such 180 ) day period to EXECUTIVE of its intentiando so, terminate this AGREEMENT as of such datenay be set forth in the notice.
In case of such termination, EXECUTIVE shall beittedt to receive his accrued SALARY, BONUS and TRBACTION FEES, if any,
reimbursable expenses and benefits owing to EXE®@E8Through the date of termination. In addition, BEXUTIVE shall be entitled to
receive the benefits payable pursuant to the POLd€Xtribed in Paragraph 8(c) below. EXECUTIVE wik be entitled to any other
compensation upon termination of this AGREEMENTsuant to this Paragraph 8 (b).

(c) During the period ending no later than June2B03, the COMPANY and the EXECUTIVE agree to n&getin good faith to provide
EXECUTIVE, at the COMPANY'S expense, with the bénafan appropriate amount and term and termgsattility insurance. The
EXECUTIVE understands and agrees that this

Section 8(c) shall not require the COMPANY to agieeany particular disability terms or policy, kot in the COMPANY'S judgment,
negotiate with EXECUTIVE with respect to disabiliysurance. Any agreement reached by the partigsregpect to providing such
insurance to EXECUTIVE shall be evidenced by atemitamendment to this AGREEMENT signed by the COMFAand the EXECUTIVE

9. TERMINATION.

(a) The COMPANY may terminate the employment of EXHIVE for Cause (as hereinafter defined); providealvever, that such
termination shall only become effective if the COMPY (acting upon duly adopted resolutions of theaBt) shall first give EXECUTIVE
written notice of the material breach or defauljetr notice shall (i) identify in reasonable dethi manner in which the COMPANY
believes that EXECUTIVE has breached or defaultedkbu this AGREEMENT or in the performance of hisiesiand (ii) indicate the steps
required to cure such breach or default, and EXEWETshall fail within 20 business days after re¢aipsuch notice to substantially remedy
or correct the same. Upon any such terminationCB&PANY shall be released from any and all furtbiligations under this
AGREEMENT, except that the COMPANY shall be obleghto pay EXECUTIVE his accrued SALARY, BONUS arRANSACTION

FEES, if any, reimbursable expenses and benefitsgote EXECUTIVE through the day on which EXECUTINf&terminated. EXECUTIVE
will not be entitled to any other compensation upenmination of this AGREEMENT pursuant to this &gnaph 9 (a).

(b) As used in this AGREEMENT, the term "Cause"llstmean: (i) the willful failure of EXECUTIVE to p#orm his duties pursuant to
Paragraph 3 hereof, which failure is not cured KEEUTIVE as described in subparagraph (a) abovéij)ahe commission by
EXECUTIVE of an act involving moral turpitude, dishesty, theft or fraudulent business conduct.

(c) EXECUTIVE may voluntarily terminate this AGREEMWT for Good Reason. For purposes of this AGREEMENSood Reason” shall
mean the occurrence of a Change in Control, asefielow, of the COMPANY. In the event of a
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Change in Control, EXECUTIVE may voluntarily terrate this AGREEMENT for Good Reason within 90 daf/suzh event by giving
written notice thereof to COMPANY.

(d) For purposes of this AGREEMENT, a "Change ima" shall have occurred if:

(i) any "person”, as such term is used in Secti@{d) and 14(d) of the Securities Exchange Act3#4] as amended (the "Exchange Act")
(other than the COMPANY, any trustee or other fidacholding securities under an employee benddit pf the COMPANY, any
corporation owned, directly or indirectly, by theckholders of the COMPANY in substantially the sapmoportions as their ownership of
stock of the COMPANY, Mel Marks, Richard Marks awaaffiliate or family relative of either of therar any trust for the benefit thereof),
individually or as a group, is or becomes the "lfiersd owner" (as defined in Rule 13d-3 under thelange Act), directly or indirectly, of
securities of the COMPANY representing 30% or mafrthe combined voting power of the COMPANY'S tlwristanding securities;

(i) the shareholders of the COMPANY approve a reey consolidation of the COMPANY with any othergoration, other than (A) a
merger or a consolidation which would result in Wloting securities of the COMPANY outstanding imnaely prior thereto continuing to
represent (either by remaining outstanding or bgdeonverted into voting securities of the sumiyientity) more than 80% of the combined
voting power of the voting securities of the COMPARNr such surviving entity outstanding immediatafier such merger or consolidation
(B) a merger or consolidation effected to implermeenécapitalization of the COMPANY (or similar temetion) in which no "person” (as
hereinabove defined) acquires more than 30% ofdhebined voting power of the COMPANY's then outdiag securities; or

(iii) the shareholders of the COMPANY approve areaggnent for the sale or disposition by the COMPADII or substantially all of the
COMPANY'S assets.

(e) If EXECUTIVE shall voluntarily terminate this@REEMENT pursuant to the provisions of Subparag@(ol then the COMPANY shall
pay EXECUTIVE'S Salary and benefits through Marth2006 at the annual rate in effect immediateigrgo the Termination Date. For the
purposes of the foregoing payments, the foregoimgial SALARY rate shall be the rate paid to EXECUEIwithout regard to any purport
reduction or attempted reduction of such rate eyGOMPANY. EXECUTIVE shall not be required to méig the amount of any payment
provided for in this Paragraph 9 by seeking emplentor otherwise, nor shall the amount of any payroe benefit provided for in this
Paragraph 9 be reduced by any compensation eayriedBBCUTIVE as the result of consultancy with orgdayment by another entity, by
retirement benefits, by offset against any amolaitred to be owed by EXECUTIVE to the COMPANY, dherwise.

10. DISCLOSURE OF INFORMATION AND RESTRICTIVE COVEMNT. EXECUTIVE acknowledges that, by his employmeére has
been and will be in a confidential relationshipiwihe COMPANY and will have access to confideritifbrmation and trade secrets of the
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COMPANY, its subsidiaries and affiliates. Confidahinformation and trade secrets include, butrartlimited to, customer, supplier, and
client lists, marketing, distribution and salesstgies and procedures, operational and equipreemtigques, business plans and system,
quality control procedures and systems, specigépt®and technological research, including prejegsearch and reports for any entity or
client or any project, research, report or the tkacerning sales or manufacturing or new technglBXECUTIVE compensation plans and
any other information relating thereto, and anyeottecords, files, drawings, inventions, discovgrapplications, processes, data, and
information concerning the business of the COMPAMNch are not in the public domain. EXECUTIVE agzéleat in consideration of the
execution of this AGREEMENT by the COMPANY::

(2) EXECUTIVE will not, during the term of this AGEEMENT or at any time thereafter, use, or dischkosany third party, trade secrets or
confidential information of the COMPANY, includirgut not limited to, confidential information or tta secrets belonging or relating to the
COMPANY, its subsidiaries, affiliates, customersl atients or proprietary processes or procedurésed@COMPANY, its subsidiaries,
affiliates, customers and clients. Proprietary peses and procedures shall include, but shallebiriited to, all information which is known
or intended to be known only to executives of tl@MIPANY or others in a confidential relationship wthe COMPANY or its respective
subsidiaries and affiliates which relates to bussnmatters.

(b) EXECUTIVE will not, during the term of this AGEEMENT, directly or indirectly, under any circumsta other than at the direction and
for the benefit of the COMPANY, engage in or papi#te in any business activity, including, but hmit to, acting as a director, franchiser
franchisee, proprietor, syndicate member, sharehadcreditor or with a person having any othétrenship with any other business,
company, firm occupation or business activity, iy geographic area within the United States thatiiectly or indirectly, competitive with
any business completed by the COMPANY or any ofussidiaries or affiliates during the term of tAKREEMENT or thereafter. Should
EXECUTIVE own 5% or less of the issued and outstamghares of a class of securities of a corpanatie securities of which are traded on
a national securities exchange or in the over-theiter market, such ownership shall not cause EXBEH to be deemed a shareholder
under this Paragraph 10 (b).

(c) EXECUTIVE will not, during the term of this AGEEMENT, on his behalf or on behalf of any otheribass enterprise, directly or
indirectly, under any circumstance other than atdinection and for the benefit of the COMPANY isiblor induce any creditor, customer,
supplier, officer, EXECUTIVE or agent of the COMPXNr any of its subsidiaries or affiliates to seitsrelationship with or leave the
employ of any such entities.

(d) This Paragraph 10 and Paragraphs 11, 12 ahere®f shall survive the expiration or terminatigrthis AGREEMENT for any reason.
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(e) It is expressly agreed by EXECUTIVE that theuna and scope of each of the provisions set faithve in this Paragraph 10 are
reasonable and necessary. If, for any reason, spgcaof the above provisions as it applies to EMEIVE is determined by a court of
competent jurisdiction to be unreasonable, or wreefble, the provision shall only be modifiedhe minimum extent required to make the
provisions reasonable and/or enforceable, as themay be. EXECUTIVE acknowledges and agrees thaehvices are of a unique
character and expressly grants to the COMPANY grsaibsidiary, successor or assignee of the COMPAN right to enforce the
provisions above through the use of all remedieslae at law or in equity, including, but not lted to, injunctive relief.

11. COMPANY PROPERTY.

(a) Any patents, inventions, discoveries, applaagior process, designs, devised, planned, appliedted, discovered or invented by
EXECUTIVE in the course of EXECUTIVE'S employmemtder this AGREEMENT and which pertain to any aspé¢he COMPANY'S or
its respective subsidiaries' or affiliates' businglsall be the sole and absolute property of thIEANY, and EXECUTIVE shall make
prompt report thereof to the COMPANY and prompttgeute any and all documents reasonably requestasstire the COMPANY the full
and complete ownership thereof.

(b) All records, files, lists, including computegmerated lists, drawings, documents, equipmensanitar items relating to the COMPANY'S
business which EXECUTIVE shall prepare or recereenfthe COMPANY shall remain the COMPANY'S sole axdlusive property. Upon
termination of this AGREEMENT, EXECUTIVE shall praathly return to the COMPANY all property of the COMRY in his possession.
EXECUTIVE further represents that he will not camycause to be copied, print out or cause to begatiout any software, documents or
other materials originating with or belonging te tBOMPANY. EXECUTIVE additionally represents thapon termination of his
employment with the COMPANY, he will not retainhiis possession any such software, documents or wiserials.

12. REMEDY. It is mutually understood and agreeat EXECUTIVE'S services are special, unique, uniigxdraordinary and of an
intellectual character giving them a peculiar vathe loss of which cannot be reasonably or adefjuabmpensated in damages in an action
at law. Accordingly, in the event of any breachtoé AGREEMENT by EXECUTIVE, including but not liteid to, the breach of the non-
disclosure, non-solicitation and non-compete claugd®aragraph 10 hereof, the COMPANY shall betledtto equitable relief by way of
injunction or otherwise in addition to damages@@MPANY may be entitled to recover.

13. REPRESENTATIONS AND WARRANTIES OF EXECUTIVE. brder to induce the COMPANY to enter into this ABERMENT,
EXECUTIVE hereby represents and warrants to the ®AMY as follows: (i) EXECUTIVE hereby has the legalpacity and unrestricted
right to execute and deliver this AGREEMENT angbésform all of his obligations hereunder; (ii) tveecution and delivery of this
AGREEMENT by EXECUTIVE and the



performance of his obligations hereunder will ndt mot violate or be in conflict with any fiduciaror other duty, instrument, agreement,
document, ,arrangement or other understanding tohvEEXECUTIVE is a party or by which he is or mag lbound or subject; and (iii)
EXECUTIVE is not a party to any instrument, agreatndocument, arrangement or other understandittyamy person (other than the
COMPANY) requiring or restricting the use or disslioe of any confidential information or the prowgisiof any employment, consulting or
other services, except any confidentiality agreemanrelated to the COMPANY'S industry and haviogelationship or impact of any kind
whatsoever with respect to this AGREEMENT and thegactions contemplated hereby.

14. NOTICES. All notices given hereunder shallbevriting and shall be deemed effectively given whand-delivered or mailed, if sent by
registered or certified mail, return receipt redadsaddressed to EXECUTIVE at his address sdt fortthe first page of this AGREEMENT
or to the COMPANY at its address set forth on ih& page of this AGREEMENT or to such changed asslias may be properly noticed
hereunder.

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

16. SEVERABILITY. If any provision of the Agreemesthall be unenforceable under any applicable laen hotwithstanding such
unenforceability, the remainder of this AGREEMENTahB continue in full force and effect.

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

18. INDEMNIFICATION. COMPANY shall indemnify EXECUIVE against any and all claims of third partieseny out of his earlier
services to the COMPANY and out of the performanicieis duties pursuant to this AGREEMENT to thddst extent permitted by law.

19. ASSIGNMENT. Neither this AGREEMENT, nor anyE®XECUTIVE'S rights, powers, duties or obligatiorrdnender, may be assigned
EXECUTIVE. This AGREEMENT shall be binding upon aindire to the benefit of EXECUTIVE and his heirsldegal representatives and
the COMPANY and its successors and assigns.

20. APPLICABLE LAW. This AGREEMENT shall be deemedhave been made, drafted, negotiated and theattiions contemplated
hereby consummated and fully performed in the Sih@alifornia, without regard to the conflictslafv rules thereof. Nothing contained in
this AGREEMENT shall be construed so as to reqghieecommission of any act contrary to law, and vetven there is any conflict between
any provision of this AGREEMENT and any statue, lavdinance, order or regulation, contrary to whioh parties hereto have no legal ri
to contract, the latter shall prevail, but in sesient any



provision of this AGREEMENT so affected shall betailed and limited only to the extent necessarlgring it within applicable legal
requirements.

21. ARBITRATION; JURISDICTION AND VENUE; PREVAILINGPARTY. All disputes or controversies between CONNYAand
EXECUTIVE arising out of, in connection with or atihg to this AGREEMENT shall be exclusively heaseitled and determined by
arbitration before a retired Federal or Califorjuidge to be held in the City of Los Angeles, Counfty os Angeles. The arbitration shall be
administered by JAMS pursuant to its Comprehen&ipération Rules and Procedures. The parties adgee that judgment may be entered
on the arbitrator's award by any court having gliagson thereof and the parties consent to thesgliction of any court located in the City of
Los Angeles, County of Los Angeles, for this pusdbhe arbitrator shall allocate all of the codtthe arbitration, including the fees of the
arbitrator and the reasonable attorneys' fees gmehses of the prevailing party, against the pattg did not prevail.

22. FULL UNDERSTANDING. EXECUTIVE represents andegs that he fully understands his rights to dis@lisaspects of this
AGREEMENT with his private attorney, that to thae, if any, that he desires, he availed himskethis right, that he has carefully read ¢
fully understands all of the provisions of this ABRMENT, that he is competent to execute this AGRERM, that his agreement to exec
the Agreement has not been obtained by any duresthat he freely and voluntarily enters into iidadhat he has read this document in its
entirety and fully understands the meaning, ingemtt consequences of this document.

23. COUNTERPARTS. This AGREEMENT may be executedrig number of counterparts, each of which shatldémed an original and
all of which taken together shall constitute ond ttre same agreement.

24. LEGAL REPRESENTATION. The parties hereto acklemge that each has been represented by indepecwlergel of such party's own
choice throughout all of the negotiations whichgaded the execution of this Employment Agreemedtiartonnection with the preparation
and execution of this Employment Agreement or fasthe opportunity to do so and has not availedséifiof it.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties have executed AGREEMENT as of the date first above written.
MOTORCAR PARTS & ACCESSORIES, INC.

By:

Nane:

Title:

SELWYN JOFFE

ACKNOWLEDGED BY THE BOARD OF DIRECTORS
OF MOTORCAR PARTS & ACCESSORIES, INC.:

Douglas Horn

Mel Marks

Murray Rosenzweig

Irving Siegel
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EXHIBIT A

As part of EXECUTIVE'S obligations to the COMPANEXECUTIVE will identify prospective buyers and s who may be interested in
acquiring or selling businesses or lines of busiassipon terms and conditions and in a form sat@fato COMPANY (including any
transaction resulting in a change of control, aittiaut regard to form, sometimes described hergia #ROPOSED TRANSACTION").

In the event of a closing of any PROPOSED TRANSAQNI(s) at any time during the term of this AGREEMENEXECUTIVE shall be
entitled to a fee as provided in this Paragraplaniy such event, the COMPANY shall pay EXECUTIVEamsaction fee upon the closing of
a PROPOSED TRANSACTION in an amount (the "TRANSAOMNI FEE") equal to 1% of the "total consideratiofitie "total consideratior
shall equal

(a) the sum of all cash consideration paid by ttgpaer plus all Non-Cash Consideration (as defipeldw) received as consideration for the
transaction, including any contingent paymentsashcor securities and the aggregate amount of igidedds (other than normal quarterly or
annual cash dividends) or other distributions deddy the acquired entity in connection with a FRISED TRANSACTION, reduced by
(b) any cash payments or any Non-Cash Consideratibsequently returned to the acquirer pursuatitet@greement (the "Purchase
Agreement") out of an escrow account, through &ebhgainst an earn-out amount or through andtbieiback arrangement, regardless of
the reason for such return. "Non-Cash Considerasiball have the following meaning: (i) publichatted securities shall be valued at the
average of their closing prices (as reported in Wadl Street Journal), for the five trading daysriediately prior to closing of the transaction
between COMPANY and the other party and (ii) arfyeothon-cash consideration shall be valued atainenfarket value thereof as
determined in good faith by the Board of Directof COMPANY. Debt assumed by the acquirer shallaootstitute consideration or Non-
Cash Consideration for purposes of calculatingfRANSACTION FEE.

Subject to the terms and conditions of this panalgréhe TRANSACTION FEE shall be deemed earnedpaydble upon receipt of the total
consideration at the closing with respect to a PRSGED TRANSACTION and, with respect to contingentleferred payments, whether
pursuant to promissory notes or other securitfeamy, from time to time, only upon the receiptria by the seller or holder of its equity
interests. If for any reason whatsoever, includimgihout limitation, the act, omission, negligerarewillful default of any party, including the
COMPANY, a PROPOSED TRANSACTION is not consummathdn EXECUTIVE shall not be entitled to any TRANSRON FEE. The
TRANSACTION FEE shall, at COMPANY'S sole option, jm@yable in kind, depending upon the form of comsation paid by the acquirer,
in the same proportions of cash and securitiesa@khy the acquirer. In the event that the Purciiageement provides that all or any part of
the total consideration paid shall be depositedl &mt escrow account at closing (the "ESCROWED P@RIT), then the amount of the
TRANSACTION FEE proportional to the ESCROWED PORMN®Ghall not be payable until the ESCROWED PORTIGNKeieased. If the
ESCROWED PORTION is released in installments, thg@ortion of EXECUTIVE'S TRANSACTION FEE will be pable in proportion to
each installment released and EXECUTIVE shall mog¢btitled to receive any amount with respect o BBRCROWED PORTION which is
returned to the acquirer. However, in any instambere any cash or securities which have previoosgn distributed to the seller or holde
its equity interests are required to be returnethécacquirer for any reason, EXECUTIVE shall netrequired to return any portion of the
TRANSACTION FEE. EXECUTIVE hereby agrees that any
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securities received by him as part of the TRANSAGNIFEE hereunder shall be acquired and held sutgjebe same restrictions, if any,
applicable to the securities issued by the acqoirany affiliate thereof and that securities deled to EXECUTIVE may bear an appropriate
legend with respect to any such restrictions.
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EXHIBIT 10.43
July 17, 2002
Personal and Confidential

Mr. Selwyn Joffe

and

Mr. Anthony Souza

Motorcar Parts & Accessories, Inc.
2929 California Street

Torrance, CA 90503

Dear Messrs. Joffe and Souza:

This letter confirms the understanding and agre¢iftee "Agreement") between Motorcar Parts & Acoess, Inc. (together with its
subsidiaries and affiliates, the "Company") and lHaun Lokey Howard & Zukin Capital ("Houlihan Lok8y Houlihan Lokey's engagement
as described herein will include providing certedmsulting services to Company with respect tbitsiness, which may 'include consultation
in connection with any potential Transactions. parposes of this Agreement, the term "Transactibrall include any of the following: (i)

the obtaining of financing for the Company or afiyt® subsidiaries, whether in the form of suboad@d or senior debt, equity or equity
equivalents, and whether or not such financingrizreged on a public or private basis (a "Finandirensaction™); (ii) a licensing, joint
venture or other partnership transaction which jglesthe Company the night to receive other stiatmnsideration including but not limiti

to consideration received from long term exclugine non exclusive licensing relationships withdtparties (a "Strategic Transaction"); (iii)
the purchase by the Company of all or substantillgf the stock or assets of another businessdsh or other valuable consideration (an
"Acquisition Transaction"); or (iv) any merger, amlidation, tender or exchange offer, leveragedhbtyleveraged recapitalization, or sale of
assets or equity interests, or similar transadgtivolving all or a substantial part of the businesssets or equity interests of the Company
and/or its subsidiaries and affiliates in one oreroansactions (each, a "Sale Transaction")

1. Engagement; Services; Term. The Company hesthins Houlihan Lokey as its exclusive financidiaor to provide consulting and
advisory services, including the following:

(a) Business Consultation: Houlihan Lokey will rewithe financial condition and future prospectthef Company, conduct such
investigations of the Company's business and potspes the parties reasonably determine are negessappropriate, conduct such
interviews with the Company's management and dirscs the parties reasonably determine are negaessappropriate, review any other
matters which the parties deem relevant to asststdvise the Company in its business and, in iatdiprovide advisory services in
conjunction with the Company's efforts in acquirfirgancing in the approximate amount of $29,000,@0Gake out" the Company's cur rent
credit facility with Wells Fargo Bank.

(b) Financial Advisory Services: Houlihan Lokey Malovide financial advisory services, includinghsaltation in connection with one or
more of any Strategic Transaction,



Financing Transaction, Sale Transaction or AcqoisiTransaction. Such financial advisory servicdsinclude: (i) preparing a
memorandum, a management presentation and othemgots and presentations as required; (ii) saligjtcoordinating and evaluating
indications of interest and proposals regardingammore of any Strategic Transaction, Financingnaction, Sale Transaction or
Acquisition Transaction; (iii) advising and assigtithe Company in deciding whether to proceed wiith or more of any Strategic
Transaction, Financing Transaction (which advicg assistance is substantial, e.g., the placemesuaf financing), Sale Transaction or
Acquisition Transaction; (iv) negotiating the fircdal aspects, and facilitating the consummatiorgraf or more of any Strategic Transaction,
Financing Transaction, Sale Transaction or AcqoisiTransaction; and (v) providing such other ficiahadvisory and investment banking
services reasonably necessary to accomplish thgdorg, including the rendering of a fairness aminf requested.

The Company agrees that neither it nor its managerdiectors and executive officers will engageuny discussions regarding a Transac
during the term of this Agreement, except in coapen with Houlihan Lokey. In the event the Companyts management, directors or
executive officers receives any material inquiryaneling a Transaction, Houlihan Lokey will be pramnformed of such inquiry so that it
can evaluate such party and its interest in a B@it, and assist the Company in any resultingtigipns.

This Agreement shall have an initial term of twe{¢2) months, and thereafter shall be automati@itgnded on a month to month basis
unless either party provides thirty days prior terntnotice of termination to the other party; pdwd, however ' that no expiration or
termination of this Agreement shall affect (a) @@mpany's indemnification, reimbursement, contidruand other obligations as set forth on
Schedule A attached hereto,

(b) the confidentiality provisions set forth heraind Sections 69 hereof, and

(c) Houlihan Lokey's night to receive, and the Camys obligation to pay, any and all fees and egpsidue, and whether or not any
Transaction shall be consummated prior to or subsggo the effective date of termination, all awefully set forth in this Agreement.

2. Fees and Expenses.

(&) In exchange for Houlihan Lokey's consultingvgars pursuant to Subsection (a) to Paragraph tealtioe Company shall pay Houlihan
Lokey a non refundable consulting fee of $ 100,0@®nsulting Fee") upon the mutual execution of thgreement.

(b) In the event of any Financing Transaction, Asiiion Transaction or Strategic Transaction, tttenCompany and Houlihan Lokey shall
mutually agree upon the appropriate market feexala@nge for its services in connection therewite parties acknowledge that it is not
contemplated that Houlihan Lokey will receive amg fn connection with Houlihan Lokey's advisorysses under Section 1(a) above in
connection with the Company's efforts in acquirimgncing in the approximate amount of $29,000,@00ake out" the Company's current
credit facility with Wells Fargo Bank; provided, Wever, that if Houlihan Lokey is called upon by thempany to provide a substantial
portion of the Financial Advisory Services as disgat 'in Section 1(b) above in connection with @@mpany's efforts and such "take out"
financing occurs within the applicable time perfdvided by this Agreement, then the
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Company and Houlihan Lokey shall negotiate in gfzdtth on an appropriate market fee in exchangetiech Financial Advisory Services.

(c) In the event Houlihan Lokey provides its fineh@dvisory services and investment banking sessin connection with any Sale
Transaction, Houlihan Lokey shall be entitled te tbllowing consideration:

(i) Upon the signing of a definitive purchase agmneat or similar document in connection with suckeSaansaction the Company shall pay
Houlihan Lokey a fee of $150,000 ("Progress Fee").

(i) In addition to the foregoing Consulting FeedaProgress Fee, upon the consummation of a Satesdcton, the Company shall pay
Houlihan Lokey a cash fee ("Transaction Fee"), mgfavhich the Consulting Fee and Progress Feelbctaaeived by Houlihan Lokey will
be credited, equal to:

- For a Transaction Value up to $80 nmillion: 1.25% plus
- For a Transaction Value from $80 to $100 million: 3.0% of such increnmental value, plus
- For a Transaction Value in excess of $100 million: 5.5% of such increnental val ue.

For the purpose of calculating the Transaction FeeTransaction Value shall be the total proceedisother consideration paid or received,
or to be paid or received, in connection with anBaction (which consideration shall be deemeddlude amounts in escrow), including,
without limitation, cash, notes, securities, anteotproperty; payments made in installments; anwpayable under any above market anc
of the ordinary course consulting agreements, eympémt contracts, non compete agreements or sietaaordinary arrangements; and
Contingent Payments (as defined below). If 50% orenbut less than all of the Company's equity &gty are sold, the Transaction Value
shall be calculated as if 100% of the ownershifhefequity interests of the Company had been spltividing (i) the total consideration,
whether in cash, securities, notes or other forht®nsideration, received or receivable by the Camypand/or its creditors and equity holc
by (ii) the percentage of ownership which is stidaddition, if any of the Company's interest begiiabilities are assumed, decreased or
off 'in conjunction with a Transaction, or any bétCompany's assets are retained, sold or othemaissferred to another party prior to the
consummation of a Transaction, the Transaction &alili be increased to reflect the fair market watf any such assets or interest bearing
liabilities. Contingent Payments shall be definedte fair market value of consideration receiveteoeivable by the Company, its
employees and/or former or current equity holderhé form of deferred performance based paymésdsn outs”, or other contingent
payments based upon the future performance of timep@ny or any of its businesses or assets.

In the case that less than 50% of the ownershipeo&quity interests of the Company are sold inSalg Transaction, then the Company and
Houlihan Lokey shall mutually agree upon the appedp market Transaction Fee.
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For the purpose of calculating the consideratiaeiteed in a Transaction, any securities (other tharomissory note) will be valued at the
time of the closing of a Transaction (without reygr any restrictions on transferability) as folkwi) if such securities are traded on a stock
exchange, the securities will be valued at theay@tast sale or closing price for the ten tradiags immediately prior to the closing of a
Transaction; (i) if such securities are tradediariily in over the counter transactions, the s¢iesriwill be valued at the mean of the closing
bid and asked quotations similarly averaged ovwenarading day period immediately prior to thesihy of a Transaction; and (iii) if such
securities have not been traded prior to the aipsfra Transaction, Houlihan Lokey will prepareaduation of the securities, and Houlihan
Lokey and the Company will negotiate in good fadttagree on a fair valuation thereof for the pugsosf calculating the Transaction Fee.
The value of any purchase money or other promissotgs shall be deemed to be the face amount th&tetwithstanding anything to the
contrary contained herein, in the event the Tramsa®/alue includes any deferred payment, includimgt not limited to, promissory note or
Contingent Payment, the Company and Houlihan Laki#ynegotiate in good faith in an attempt to agogethat portion, if any, of the
Transaction Fee to be paid to Houlihan Lokey ahefclosing of the Transaction in consideratiomabé(it is acknowledged that the failure
to so agree shall not constitute the lack of gauith fin negotiation). If the parties do not reaghltsan agreement, then the pro rata portion of
any Transaction Fee which is derived from any detkpayment, including, but not limited to, pronoigssnote or Contingent Payment, shall
be due and payable to Houlihan Lokey upon the tff@ompany's receipt of such deferred amounts.

If this Agreement is terminated by the Companyaioy reason other than the material breach of Hanlltokey, and the Company
consummates, or enters into an agreement in plinmEengage in (and which subsequently closeB)aasaction within twelve (12) months
after such termination date with any party whictulftan Lokey identified, contacted or with whom Hiban Lokey or the Company had
discussions regarding a potential Transaction dutie term of this Agreement and which party isitdeed on a list of "Contacted Parties"
which Houlihan will prepare and deliver to Companmithin seven days following the termination of thgreement, Houlihan Lokey shall be
entitled to receive its Transaction Fee upon thresammation of such Transaction as if no such teatitin had occurred.

Additionally, and regardless of whether any Tratisads consummated, Houlihan Lokey shall be esditio reimbursement of their
reasonable out of pocket expenses incurred from tintime during the term hereof in connection wiith services to be provided under this
Agreement, promptly after invoicing the Companyrdffier but in no event greater than $50,000; pradjidewever, upon the reimbursable
expenses hereunder reaching $25,000, all subsesueamexpenses in excess of $2,500 shall requer€tmpany's prior written approval.

3. Information. The Company will furnish Houlihaokey with such information regarding the businass #nancial condition of the
Company as is reasonably requested, all of whidhbej to the Company's best knowledge, accuradecamplete in all material respects at
the time furnished. The Company further represantswarrants that any projections have been prépargood faith based upon
assumptions which, in light of the circumstancedarrwhich they are made, are reasonable. The Compilrpromptly notify Houlihan
Lokey if it



learns of any material misstatement in, or matenaission from, any information previously deliver® Houlihan Lokey. Houlihan Lokey
may rely, without independent verification, on #icuracy and completeness of all information fumedsby the Company or any other
potential party to any Transaction. The Companyeustdnds that Houlihan Lokey will not be resporesior independently verifying the
accuracy of such information, and shall not beléidbr any inaccuracies therein. Except as mayeheired by law or court process, any
opinions or advice (whether written or oral) reredkeby Houlihan Lokey pursuant to this Agreementiatended solely for the benefit and
of the Company, and may not be publicly disclosedriy manner or made available to third partielsgiothan the Company's management,
directors, advisors, accountants and attorney$jowttthe prior written consent of Houlihan Lokehieh consent shall not be unreasonably
withheld.

Houlihan Lokey does not assume responsibility fier dccuracy and completeness of the Informatiafyding, but not limited to, any
disclosure materials related to a Transaction,tmdihan Lokey shall not be obligated to conduct ardependent study or investigation a
the accuracy or completeness of the Informatior Chmpany represents that the disclosure matevithisot contain any untrue statement
a material fact or omit to state any material famtessary to make the statements therein, indigite circumstances in which they were
made, not false or misleading. In addition, the @any represents and warrants that the Informatitirbe/true, complete and correct in all
material respects. The foregoing shall remain dperand in full force and effect regardless of amyestigation made by or on behalf of
Houlihan Lokey or any Indemnified Person (as defieksewhere in this agreement) or any person diing@ny of them.

The Company will furnish to Houlihan Lokey completepies of all relevant documents with respect Twansaction filed with or submitted
to any regulatory agency prior to the consummatioa Transaction, and all such other data, mataridlother information as Houlihan Lol
may reasonably request. The Company will furnisHdalihan Lokey, concurrently with their submissitmnothers, all material drafts of an
copy of the final disclosure materials and finagcamd other documents related to a Transactionpéhkleep Houlihan Lokey apprised of

changes in the terms of a Transaction on a tima$ysbas they are decided upon.

Houlihan Lokey acknowledges that, in connectiorhwiite services to be provided pursuant to this &gpent, certain confidential, non public
and/or proprietary information concerning the Compg@ Confidential Information™) has been or maydisclosed to Houlihan Lokey or its
employees, attorneys and advisors (collectivelgpiiesentatives"). Houlihan Lokey agrees that ndi@ential Information will be disclosed,
in whole or in part, to any other person (othentt@any potential party to a Transaction undergpgate assurances of confidentiality
contained in an executed customary nondisclosuexatent, to those Representatives who need aacasy Confidential Information for
purposes of performing the services to be provite@under which Representatives shall be boundjbiva&ent non disclosure covenants, or
as may be required by legal process), without th@any's prior consent. The term "Confidential tnfation” does not include any
information: (a) that was already in Houlihan Lolseyossession, or that was available to Houlihatelyy@n a non confidential basis, prior to
the time of disclosure by the Company to Houlihakey; (b)



obtained by Houlihan Lokey from a third person whimsofar as is known to Houlihan Lokey, is ndbjsat to any prohibition against
disclosure; or (c) which is or becomes generallilable to the public through no fault of Houliheokey or any of its Representatives.
Houlihan Lokey shall be liable to the Company iy arfi its Representatives disclose any Confidemtifdrmation 'in breach of the foregoing
provisions. Upon request, Houlihan Lokey agree®torn to the Company any Confidential Informatiergept for Confidential Information
() incorporated into analyses, studies or oth@udeents prepared by Houlihan Lokey or its Repredizats, which Confidential Information
shall continue to be held subject to the termsdfeend (ii) which Houlihan Lokey is required tdain under any records retention policy or
any law, regulation or securities exchange ruléldéilihan Lokey becomes legally required to diselasy Confidential Information, prompt
notice thereof shall be given to the Company, andlifan Lokey agrees to permit Company the oppdstua obtain an appropriate
protective order preventing such disclosure; predjchowever, that if any such disclosure is reguiretwithstanding the Company's efforts,
Houlihan Lokey will provide only such informatios & specifically requested and legally requiredth@it prejudice to any other rights or
remedies the Company may have, Houlihan Lokey aglatdges and agrees that money damages would reot bdequate remedy for any
breach of these provisions, and that the Compaal sk entitled to an injunction, specific performesa and other equitable relief for any
threatened or actual breach hereof. Houlihan Lakealytigations under this Section 3 shall remaiaffect for a period of two (2) years
following the termination of this Agreement.

4. The Opinion. If requested, Houlihan Lokey shalider an opinion as to the fairness (the "Opipidrdm a financial point of view, to the
public stockholders of the Company and/or to then@any of the consideration to be received in cotimeavith a Transaction. The Opinion
shall not address the Company's underlying busitdesision to effect any Transaction. It is conteatgad that the Opinion will include, in
addition to any other matters that Houlihan Lokeyt$ sole discretion deems appropriate, a desmnigtf the principal materials that Houlir
Lokey has reviewed and upon which Houlihan Lokeselging, and the principal assumptions and quaifons upon which Houlihan Lokey
has relied. The Opinion will be signed and deligess contemplated below. Houlihan Lokey shall Ispoasible only for conclusions or
opinions set forth in its written Opinion, subjéatthe limitations set forth herein.

Houlihan Lokey consents to a description of anditickision of the text of its written Opinion inafiling required to be made by the
Company with the Securities and Exchange Commiggeigonnection with a Transaction and in materigbvered to the Company's
stockholders that are a part of such filings, piledi that any such description or ‘inclusion shalsbbject to Houlihan Lokey's prior review
and approval, which approval shall not be unredsignaithheld. Any summary of, or reference to, thpinion, any verbal presentation with
respect thereto, or other references to Houlihddelzdn connection with a Transaction, will in eanktance be subject to Houlihan Lokey's
prior review and written approval (which shall & unreasonably withheld). Other than as set falotive, the Opinion will not be *included
in, summarized or referred to in any manner *in ematerials distributed to the public or the segtndtders of the Company, or filed with or
submitted to any governmental agency, without HaniLokey's express, prior written consent (whizhllsnot be unreasonably
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withheld). Neither Houlihan Lokey's verbal conctuss nor the Opinion will be used for any purpogeenthan in connection with a
Transaction.

In connection with the Opinion, Houlihan Lokey dhaubject to the limitations expressed hereimahe Opinion, make such reviews,
analyses and inquiries as we deem necessary anupaiagpe under the circumstances. Among other tirtpulihan Lokey will meet with
certain senior management of the Company, vistagefacilities and business offices of the Companyiew certain of the Company's
historical financial statements, review certainestlocuments pertaining to a Transaction, reviewdasts and projections prepared by
Company management and/or the Company's advisatseaiew publicly available data about certain pamies it deems comparable to the
Company and certain transactions it deems relevant.

Each signatory hereto and each recipient of th@i@piacknowledges that Houlihan Lokey may be retpab® render certain future services
to other participants in a Transaction and thatises rendered in the past or to be rendered byilkbouLokey hereunder do not represent
actual or potential conflict of interest on thetpzEfrHoulihan Lokey with respect to any such futaesvices.

5. Indemnification; Standard of Care. The Compagmnges to provide indemnification, contribution aetimbursement to Houlihan Lokey a
certain other parties in accordance with, and &r#fgrees to be bound by the other provisionsostt in, Schedule A attached hereto.

6. Other Services. To the extent Houlihan Lokeneguested by the Company to perform any finanduaisary or investment banking
services which are not within the scope of thisgassaent, such fees shall be mutually agreed upaddaihan Lokey and the Company in
writing, in advance, depending on the level anetgpservices required, and shall be in additiothéofees and expenses described
hereinabove. In the event that Houlihan Lokey I&daupon to render services, other than any sesvixpressly provided for elsewhere *in
this Agreement, in connection with any lawsuitegal action (including, but not limited to, produgidocuments, answering interrogatories,
giving depositions, giving expert or other testimpand whether by subpoena, court process or codetherwise), then the Company shall
pay Houlihan Lokey's then current base hourly rédeshe persons involved by the time expendeeidering such services, including, but
not limited to, time for meetings, conferences paration and travel, and all related reasonablebpbocket costs and expenses, and the
reasonable legal fees and expenses of Houlihanyiolegal counsel incurred in connection therewpttovided, however, that the foregoing
provision shall not apply in connection with eitl{grany lawsuit or other legal action initiated éigher party against the other, or

(i) any lawsuit or other legal action initiated byy third party against Houlihan Lokey for whicbiihan Lokey is not entitled to
Indemnification under Schedule A, or (iii) any ctafor indemnity by Houlihan Lokey under Schedule A.

7. Attorneys' Fees. If any party to this Agreemtmigs an action directly or indirectly based uplois Agreement or the matters contempl:
hereby against another party, the prevailing psingll be entitled to recover, in addition to anlyestappropriate amounts, its
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reasonable costs and expenses in connection withpoceeding, including, but not limited to, reasle attorneys' fees and court costs.

8. Credit. Upon consummation of any Transactionjlhan Lokey may, a its own expense, place annaueats in financial and other
newspapers and periodicals (such as a customanpttone” advertisement) describing its servicaimection therewith.

9. Miscellaneous. This Agreement shall be bindipgruthe parties hereto and their respective suoteasd permitted assigns. Nothing in
this Agreement, express or implied, however, isrided to confer or does confer on any person diyeather than the parties hereto and t
respective successors and permitted assigns atith &xtent expressly set forth in Schedule A htddereto, and the other Indemnified
Parties, any rights or remedies under or by rea$tinis Agreement or as a result of the servicdsetoendered by Houlihan Lokey hereunder.

The invalidity or unenforceability of any provisiafi this Agreement shall not affect the validityemforceability of any other provision of t
Agreement, which shall remain *in full force andleet pursuant to the terms hereof

The Company agrees that it will be solely respdaditr ensuring that any Transaction complies ajiplicable law.

This Agreement incorporates the entire understandirihe parties regarding the subject matter Heeaw supersedes all previous agreen
or understandings regarding the same, whetherenrdt oral.

This Agreement may not be amended, and no porgoedfi may be waived, except in a writing duly exedwby the parties.

THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THSTATE OF CALIFORNIA, WITHOUT REGARD TO SUCH
STATE'S RULES CONCERNING CONFLICTS OF LAWS. EACH ®GOULIHAN LOKEY AND THE COMPANY (ON ITS OWN
BEHALF AND, TO THE EXTENT PERMITTED BY APPLICABLE AW, ON BEHALF OF ITS EQUITY HOLDERS) WAIVES ANY
RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING ORCOUNTERCLAIM (WHETHER BASED UPON CONTRACT, TOR
OR OTHERWISE) RELATED TO OR ARISING OUT OF THE EN&EMENT OF HOULIHAN LOKEY PURSUANT TO, OR THE
PERFORMANCE BY HOULIHAN LOKEY OF THE SERVICES CONTPLATED BY, THIS AGREEMENT.

We look forward to working with you on this assigam. Please confirm that the foregoing terms agegordance with your understanding
by signing and returning the enclosed copy of gseement, together with payment in the amount1@C$000.

Very truly yours,

Houlihan Lokey Howard & Zukin Capital



By /S/ SCOTT J. ADELSON

Scott J. Adel son
Seni or Managi ng Director

Accepted and agreed to as of July 17, 2002:
Motorcar Parts & Accessories, Inc.

By: /S/ SELWN JOFFE

Sel wn Joffe
Chai r man

By: / S/ ANTHONY SOUZA

Ant hony Souza
Presi dent and Chief Executive Oficer
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SCHEDULE A

This Schedule is attached to, and constitutes amahpart of, that certain agreement dated July2002, addressed to Motorcar Parts &
Accessories, Inc. by Houlihan Lokey (the "Agreemiendnless otherwise noted, all capitalized terrssdiherein shall have the meaning set
forth in the Agreement.

As a material part of the consideration for theesagnent of Houlihan Lokey to furnish its servicedemthe Agreement, the Company agrees
to indemnify and hold harmless Houlihan Lokey asdffiliates, and their respective past, presadtfature directors, officers, shareholders,
employees, agents and controlling persons wittémtleaning of either Section 15 of the Securities0Ad 933, as amended, or Section 20 of
the Securities Exchange Act of 1934, as amenddik{tively, the "Indemnified Parties"), to the fedit extent lawful, from and against any
and all losses, claims, damages or liabilitiesag@ions in respect thereof), joint or several,iagi®ut of or related to the Agreement, any
actions taken or omitted to be taken by an IndeeuhiParty (including acts or omissions constitutimdinary negligence) in connection with
the Agreement, or any Transaction or proposed Bt contemplated thereby. In addition, the Camypagrees to reimburse the
Indemnified Parties for any legal or other expenmsasonably incurred by them in respect theretieatime such expenses are incurred;
provided, however the Company shall not be liallean the foregoing indemnity and reimbursementemgent for any loss, claim, damag
liability which is finally judicially determined thave resulted primarily from the willful miscondubad faith or gross negligence of any
Indemnified Party.

If for any reason the foregoing indemnificatioruisavailable to any Indemnified Party or insuffidiém hold it harmless, the Company shall
contribute to the amount paid or payable by theindified Party as a result of such losses, claitasiages, liabilities or expenses in such
proportion as is appropriate to reflect the relatienefits received (or anticipated to be receibgdhe Company, on the one hand, and
Houlihan Lokey, on the other hand, in connectiothwlie actual or potential Transaction and theiseswendered by Houlihan Lokey. If,
however, the allocation provided by the immediafeiyceding sentence is not permitted by applickeor otherwise, then the Company
shall contribute to such amount paid or payablaryIndemnified Party in such proportion as is apgate to reflect not only such relative
benefits, but also the relative fault of the Compam the one hand, and Houlihan Lokey, on therdthad, in connection therewith, as well
as any other relevant equitable considerationswilwtanding the foregoing, the aggregate contidiouof all Indemnified Parties to any such
losses, claims, damages, liabilities and expersasrsot exceed the amount of fees actually recebyeHoulihan Lokey pursuant to the
Agreement.

The Company shall not effect any settlement orasddrom liability *in connection with any matterfwhich an Indemnified Party would be
entitled to indemnification from the Company, uslesich settlement or release contains a releabe tfidemnified Parties reasonably
satisfactory in form and substance to Houlihan lyoKéne Company shall not be required to indemnify Bademnified Party for any amount
paid or payable by such party in the settlemembonpromise of any claim or action without the Comyps prior written consent.
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The Company farther agrees that neither Houlihdtelaor any other Indemnified Party shall have katyility, regardless of the legal thec
advanced, to the Company or any other person dy €imcluding the Company's equity holders anddaas) related to or arising out of
Houlihan Lokey's engagement, except for any ligbfbir losses, claims, damages, liabilities or evges incurred by the Company which are
finally judicially determined to have resulted pariy from the willful misconduct, bad faith, orags negligence of any Indemnified Party.
The indemnity, reimbursement, contribution and otitdigations and agreements of the Company s#t farein shall apply to any
modifications of the Agreement, shall be in additio any liability which the Company may otherwisese, and shall be binding upon and
inure to the benefit of any successors, assigriis &rd personal representatives of the Companyacok Indemnified Party. The foregoing
provisions shall survive the consummation of angnBaction and any termination of the relationskiptdished by the Agreement.
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Exhibit 10.44
SECOND AMENDMENT TO LEASE

This Second Amendment to Lease is made and eritareds of March 15, 2002, by and between GOLKARTERPRISES, LTD.
("Lessor"), and MOTORCAR PARTS AND ACCESSORIES, IN& New York corporation ("Lessee").

RECITALS:

A. Lessor and Lessee entered into that certaindgtdrindustrial/Commercial Single-Tenant Lease-&dated September 19, 1995 (the
"Original Lease") with respect to the premises tedaat 2931 California Street, Torrance, Califo@®03 (the "Premises").

B. The Original Lease was amended by an Amendmetefse dated October 3, 1996 (the "First Amendthhéhe Original Lease and the
First Amendment are hereinafter collectively rederto as the "Lease").

C. Lessee has exercised its option to extend theaéthe Lease.

D. Lessor and Lessee desire to modify the Lease.

NOW, THEREFORE, for good and valuable consideratibe receipt of which is hereby acknowledged pheies hereto agree as follov
1. All capitalized terms herein shall have the same@aning as set forth in the Lease except as spallifprovided herein.

2. Modifying Paragraph 1.3 of the Original Leasd &aragraph 3 of the First Amendment, upon theratipn of the current Term on March
31, 2002, the Lease shall be extended for an additifive (5) years commencing April 1, 2002 andieg on March 31, 2007.

3. Modifying Paragraph 1.5 and Addendum Paragraphtide Original Lease and Paragraph 4 of the Ridstendum, commencing April 1,
2002, the Base Rent shall be $94,357.72 per mBniting the period commencing October 1, 2004 andicoing through March 31, 2007,
the monthly Base Rent of $94,357.72 will be inceel® reflect any change in the Consumer Pricexbhééween January, 2002 and July,
2004. The increase in the Consumer Price Index saalomputed based on the "Consumer Price IndeXlfdJrban Consumers, Los
Angeles- Anaheim-Riverside, All items, 1982-84=10685ued by the United States Department of LaBoreau of Labor Statistics. If the
Index for the month of July, 2004 is greater tHam Index for the month of January, 2002, then thathly Base Rent will be increased in the
same proportion as the increase. However, sucbasershall not be more than a total of six (6)gy@rper year (15% in aggregate) nor less
than a total of three (3) percent per year (7.5%ggregate) during said period. In no event shallnhonthly Base Rent be decreased as a
result of any declines in said Consumer Price Index

Should the United States Department of Labor residhe above-described Consumer Price Index tffexaht base period than the base
period in effect when this Lease is executed, tharh change in the base shall be taken into acemuhteflected in all adjustments. Should
the official reports of the United States Departtr@friLabor be unavailable for the relevant



period at the time that any adjustment hereundeer iecome effective, Lessee shall pay the remtghe unadjusted basis until the statistical
information for the adjustment is available, anthwi fifteen (15) days from written notice by Les$o Lessee of the adjustment including
figures upon which the adjustment is based, Leskak pay to Lessor such sum as represents treraliife between the rent paid and the
adjusted amount of the rent due and payable. litiaddat such time, Lessee shall pay to Lessaranunt sufficient to cause the security
deposit hereunder to be increased in an amount tmtlee new monthly base rental. If the describratéx shall no longer be published,
another index generally recognized as authoritegihadl be substituted by agreement of the paiigsey are unable to agree within thirty
(30) days after demand by either party, the sulistindex shall, on application of either party seéected by the chief officer of the San
Francisco Regional Office of the Bureau of LabatiStics or its successor. If selection by suciceffcannot be obtained, the adjustment
shall be made by mutual agreement or by arbitration

4. Lessee's present security deposit shall bearetkto $94,357.72. Pursuant to Paragraph 5 &itseAmendment, Lessor was to have paid
interest to Lessee on Lessee's security deposig partion of such interest was inadvertentlypeit. In addition, a portion of Lessee's
original security deposit of $60,252 was appliededain unpaid charges so that the amount of leéss&isting security deposit has been
reduced to $52,695.86. Lessor will credit Lesse e sum of $16,305.84 representing the unpagtest through March 31, 2002. Upon
the execution hereof, Lessee shall pay to Lessosuim of $25,356.02, which when added to the abdgeest credit and the amount of
Lessee's existing security deposit, will bring &meount of Lessee's security deposit to $94,35Atamputation of such application of
charges and interest has been delivered to Lesseaircently herewith. Commencing April 1, 2002, $@sshall not be required to pay Les
any interest on its security deposit, and suchrigaleposit shall be increased during the ternebgin accordance with Paragraph 5 of the
Original Lease (i.e., so that the security depissifways equal to one month's rent).

5. Lessor, at Lessor's sole cost and expense; &ialepair the portion of the roof as set forttExhibit "A" attached hereto; (b) repair, patch,
slurry and restripe the parking lot; (c) repair the broken bunsge the parking lot (not all bumpers); and (dhove the steel structural pad
the floor of the northeast corner of the Buildiggich repairs shall be done as soon as is pracicdielr the execution hereof. Lessor further
acknowledges that: (y) the brick facade at the yastof the main entrance to 2929 California Stigeracked and separating and may
require repairs in the future; and (z) the roofrabe mezzanine area has leaked at one point ipasie(although it has not leaked for over
year), and may require repair in the future. Sgiairs shall be at Lessor's sole cost and expetessusuch repairs are made necessary t
future negligence or abuse by Lessee.

6. Other than the repairs set forth in Paragraphdve, Lessee acknowledges that, to Lessee's kigevidter due investigation, Lessor ha
obligation currently to make any other repairshi® Premises, and that, to Lessee's knowledgedhféeinvestigation, Lessor is not in default
under any of the terms, conditions or covenantb®lease, and no, to Lessee's knowledge afteingtastigation, circumstance exists which,
with the passage of time or the giving of noticellegsee, or both, would constitute such a default.



7. Notwithstanding any other provision to the canyr for purposes of determining the increaseasunriance and Real Property Taxes for
which Lessee is responsible, the "Base Premiumpdigposes of Paragraph 8.1 of the Lease shalleopritmium for the year 2002, and the
base year for purposes of determining the increeBeal Property Taxes shall be the 2001-2002 Ifiseayear (the year during which this
Amendment is executed).

8. Addendum 49 of the Original Lease and Paragt&pbf the First Amendment are hereby deleted iiv thdirety. In lieu thereof, if this
Lease has not been cancelled or terminated prigtatch 31, 2007, and if Lessee is at the time efege and through March 31, 2007, in
possession of the Premises and is not at the tiregencise and through March 31, 2007 in defaulirof of the terms, covenants or conditi

of this Lease, Lessee is hereby granted an opientend the Term of this Lease for an additioiva f

(5) year period through March 31, 2012; provideat thessee gives written notice to Lessor of the@se of such option no later than
September 30, 2006. The terms and conditions dféase during the extended five (5) year term dlethe same as set forth in the Lease as
hereby amended, except that the monthly Base Reimgdthe period commencing April 1, 2007 and cauitng through September 30, 2009,
the monthly Base Rent of at the end of the firstaopterm (i.e., the rent for the month of MarcB0Z) will be increased to reflect any change
in the Consumer Price Index between July, 2004Jandary, 2007. The increase in the Consumer RriaexIshall be computed based on the
"Consumer Price Index for All Urban Consumers, Bogjeles-Anaheim-Riverside, All Items, 1982-84=1085ued by the United States
Department of Labor, Bureau of Labor Statisticsh# Index for the month of January, 2007 is gretiign the Index for the month of July,
2004, then the monthly Base Rent will be increasdtle same proportion as the increase. Howeveh merease shall not be more than a
total of six (6) percent per year (15% in aggrepate less than a total of three (3) percent par y@.5% in aggregate) during said period. In
no event shall the monthly Base Rent be decreasadesult of any declines in said Consumer PridexX. During the period commencing
October 1, 2009 and continuing through March 31,22@he monthly Base Rent for the month of Septen#i9 will be increased to reflect
any change in the Consumer Price Index betweeradgi2007 and July, 2009. The increase in the GuestPrice Index shall be computed
based on the "Consumer Price Index for All Urbam&mners, Los Angeles-Anaheim-Riverside, All Ited®82-84=100", issued by the
United States Department of Labor, Bureau of Ladtatistics. If the Index for the month of July, 208 greater than the Index for the month
of January, 2007, then the monthly Base Rent wilinecreased in the same proportion as the incrétmsgever, such increase shall not be
more than a total of six (6) percent per year (ib%ggregate) nor less than a total of three (B)qre per year (7.5% in aggregate) during
said period. In no event shall the monthly BasetRerdecreased as a result of any declines inGaidumer Price Index.

Should the United States Department of Labor residhe above-described Consumer Price Index iffeaaht base period than the base
period in effect when this Lease is executed, tharh change in the base shall be taken into acemuhteflected in all adjustments. Should
the official reports of the United States Departtrafriabor be unavailable for the relevant peribtha time that any adjustment hereunder is
to become effective, Lessee shall pay the rentdhemnadjusted basis until the statistical infaiorafor the adjustment is available, and
within fifteen (15) days from written notice by Lses to Lessee of the adjustment including figuggsnuwhich the adjustment is based, Le
shall pay to Lessor such sum as represents trezeliite between the rent paid and the adjusted armabtire rent due and payable. In



addition, at such time, Lessee shall pay to Leas@mount sufficient to cause the security dep@situnder to be increased in an amount
equal to the new monthly base rental. If the déscrindex shall no longer be published, anotheexrgknerally recognized as authoritative
shall be substituted by agreement of the partigbely are unable to agree within thirty (30) dafter demand by either party, the substitute
index shall, on application of either party, beesttd by the chief officer of the San Franciscoi®ea Office of the Bureau of Labor
Statistics or its successor. If selection by suticer cannot be obtained, the adjustment shathade by mutual agreement or by arbitration.

9. Notwithstanding 1.10 of the Lease, the parte@siawledge that no Brokers were used in conneetitimthis Lease extension by Lessor,
and each party shall indemnify and hold harmlessother party, from and against any and all claamdemands with respect to any
brokerage fees, finder's fees, agent's commissionther compensation asserted by any person ity @ntonnection with this Lease
extension. Lessee shall separately compensate B&arkan, of Coldwell Banker Commercial / WestmacHisrservices in connection with
the negotiation of this extension. Except as predith the immediately preceding sentence, neitkssée nor Lessor shall have any liability
to any broker for this extension or upon exerciséne option set forth in Paragraph 8 above.

10. Except as expressly set forth herein, all ottiens and conditions of the Lease shall remairffeci@d by this Amendment, and are her
ratified and affirmed.

11. Lessor represents and warrants to Lessee éisabl has obtained all necessary consents toietdehis Second Amendment, including,
without limitation, the consent of Lessor's lendgr{f any.

In witness whereof, the parties have executed3bond Amendment to Lease as of the date firsteabwitten.

MOTORCAR PARTS AND ACCESSORIES, INC,,
A NEW YORK CORPORATION

By: /s/ lllegible

Presi dent
By: /s/ lllegible

, Secretary

"Lessee"

Signatures continued on next page



GOLKAR ENTERPRISES, LTD.,
A CALIFORNIA LIMITED PARTNERSHIP

BY: /s/ DAVID V. KARNEY

David V. Karney, Trustee, General Partner

"Lessor"



EXHIBIT 10.45
SEPARATION AGREEMENT AND RELEASE

This Separation Agreement and Release (this "Ageeghis made and entered into as of the 14th d&gebruary, 2003 (the "Agreement
Effective Date"), by and between Anthony Souzaividdially ("Souza"), and Motorcar Parts & Accessagilnc., a New York corporation
(together with its subsidiaries and affiliates, tB®mpany"), with reference to the following faetisd objectives:

RECITALS

(1) The Company is a leading remanufacturer ofagghent alternators and starters for imported anakdtic cars and light trucks in the
United States and Canada. The Company also assearaistributes ignition wire sets for imported @omestic cars and light trucks with
facilities in the United States in Torrance, Catifia and Nashville, Tennessee, as well as in Simgapnd Malaysia;

(2) Souza has been employed by the Company aseisgdent and Chief Executive Officer pursuant ®térms of an Employment Agreem
dated December 1, 1999 (the "Employment Agreemeaiti) has been a director of the Company sincerbeeel, 1999; and

(3) Souza and the Company entered into a letteremgent on February 14, 2003, pursuant to which&auod the Company agreed to the
terms and conditions of the termination of Soueaiployment, among other matters (the "Letter Agreat). The Letter Agreement provid
for the parties to enter into this Agreement.
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NOW, THEREFORE, in consideration of the mutual ctav@s and agreements contained herein, and subjéxet terms and conditions ¢
forth herein, the parties hereto hereby agree lasie:

1. RESIGNATION; DIRECTORSHIP. Souza has, effectehe close of business, California time, on tiggegment Effective Date,

resigned as a director, officer and from any ahdthker positions and capacities with or in the @amy (except as an independent consultant
as set forth herein), a copy of which resignat®attached as Exhibit A. Notwithstanding the dbase this Agreement is signed, and provided
that it is not revoked pursuant to Section 4.3 der8ouza hereby confirms the termination of higkyment by the Company effective as of

the Agreement Effective Date. Except as set fart8eactions 2.1 through 2.8 hereof, inclusive, thpByment Agreement is terminated as of
the Agreement Effective Date and has no furthezefpeffect or validity.

2. CONSULTING SERVICES AND SEVERANCE BENEFITS. lied of any and all severance pay and other ber@fitgided for in the
Employment Agreement, at law, or otherwise, the Gany shall pay to or provide for the benefit of Zmthe benefits described below.
Souza acknowledges that the benefits and arrangeroentained in this Agreement are anticipatedkt®ed the benefits to which Souza
would have been entitled in the absence of thisAgrent, and that such benefits represent fair dequate consideration for the release
contained herein and the other terms and conditbtisis Agreement.
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2.1 CONTINUATION OF BASE SALARY. The Company wilbatinue payment of Souza's Base Salary, as prowd8dction 5(a) of the
Employment Agreement, through May 31, 2003.

2.2 VACATION PAY. Within three (3) business dayseafthe date this Agreement is executed by thegsathe Company will pay Souza
sum of $34,615.38 (less $15,614.99 to be withnel@pplicable payroll taxes) as vacation pay thioMgy 31, 2003.

2.3 SICK PAY. Souza acknowledges that no sick pajuie to Souza.

2.4 BONUS. Not later than July 15, 2003, the Conypaitl pay Souza his bonus for the fiscal year ehtiarch 31, 2003 less any amounts
advanced with respect thereto. In addition, anyusdhat is payable to Souza for the two month pettiat will end on May 31, 2003, will be
paid to Souza within 30 days after completion ef sludited financial results of the Company forfteeal year ending March 31, 2004. With
regard to matters relating to Souza's bonus, tréigions of Section 5(c) of the Employment Agreetmeiti govern.

2.5 BUSINESS EXPENSES. The Company will reimbursaza for business expenses incurred by Souza iméimmer provided in Sectior
of the Employment Agreement. In this regard, Sauzg retain the cell phone he is currently usingdiesiness purposes and the Company
will reimburse him for such usage. On May 31, 20B&,za will return the cell phone to
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the Company or purchase it for a mutually agreepbée. If practicable, Souza will be given the ogpnity to retain the cell phone number
for his use after May 31, 2003, whether or not biepases the cell phone. Further, Souza will ptgprcument or reimburse the Company
for an aggregate of $1049.80 in charges incurredrAmerican Express issued to him.

2.6 HEALTH BENEFITS. The Company will pay Souza than of $2,086.45 per month for each of the moathdarch, April and May
2003, for health benefits under Section 7(a) ofEhgloyment Agreement.

2.7 AUTOMOBILE ALLOWANCE AND EXPENSES. All expensédkat are to be paid by the Company pursuant ta@eé(b) of the
Employment Agreement shall be paid for Souza'smative use through May 31, 2003. In addition, tlmmPany will pay Souza an amount

equal to $1,502.00 as reimbursement for documeagamobile insurance costs that Souza incurrecpartprior to the Agreement Effecti
Date.

2.8 BENEFITS UNDER EXECUTIVE DEFERRED COMPENSATIOGNLAN. The Company confirms that Souza may withdnawthout
restriction and at any time, the entire balandeisraccount under the Company's Executive Defe@@tpensation Plan (the "Deferred
Compensation Plan") to the extent of contributibpsSouza and the Company through the AgreementitiféeDate.
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2.9 INDEMNIFICATION. The Company will indemnify Saa for his prior service as an officer and diredbthe Company and for Souza's
service as a consultant following the Agreemenééiffe Date, to the fullest extent provided by aatile law and in accordance with the
Company's Certificate of Incorporation and Bylaimsthis connection, Souza will cooperate with th@pany and its counsel as the
Company may reasonably request.

2.10 LEGAL EXPENSES. Each of the parties heretd $lear his or its own legal expenses and relatestisc
3. AGREEMENTS AND OPTIONAL TERMINATION.

3.1 AGREEMENT TO PROVIDE CONSULTING SERVICES. Commaéng as of the Agreement Effective Date and caiintip through May
31, 2004, Souza agrees to provide consulting ses\iz the Company as an independent consultanzaZdall make himself available to the
Company, its Chief Executive Officer and other adfis and to management employees, and its Bodddextors as they may request upon
reasonable advance notice, but subject to othexgamgents Souza may schedule prior to the receguiyobuch notice requesting his services
for the Company. The Company's Chief Executive g@ffiand other officers of the Company shall haeeatlithority to notify Souza and
request his services. Consulting services thatespgested from Souza will not be inconsistent \Bitluza's duties while he was the Compe
Chief Executive Officer. In this connection, Sowstell use reasonable efforts to cooperate with the
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Company so that appropriate consulting times mascheduled. The compensation and benefits setifoflections 2.1 through 2.8, above,
shall be the total compensation payable to Souzsuith consulting services for the period fromAlggeement Effective Date through May
31, 2003. For the period from June 1, 2003 thrddgly 31, 2004, Souza's compensation shall be $151@f@h, payable on or before the f
day of each month during that one-year period. 8atall be fully responsible for any and all tafiesluding, without limitation, income
taxes) that may arise in connection with the penforce of his services as an independent consultant.

3.2 COPYRIGHT OWNERSHIP. If in the course of prawigl his services hereunder, Souza, alone or withl@yees of the Company,
develops any material that the Company believesrdgndns Souza may be subject to protection unigdefinited States Copyright Law,
Souza agrees that exclusive ownership of the cgplshall reside in the Company and that such ¢giptable matter shall be a "work made
for hire" as such term is defined in he United &atopyright Law.

3.3 OPTIONAL TERMINATION. Souza may terminate hisnsulting Services for the Company at any timefan@ny reason following
June 1, 2003, by giving the Company at least 3@ gaipr written notice thereof.

4. GENERAL RELEASE.

4.1 RELEASE. Souza, for and on behalf of himsetf aach and all of his past, present, and futuratagattorneys, affiliates, representatives,
heirs, executors, administrators, family membars¢assors, and assigns, hereby fully and
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forever releases the Company and its past, premetfuture officers, directors, managers, shaosre| agents, employees, attorneys,
affiliates, representatives, successors, and asgigfiectively, the "Company Related Parties"nirall claims, demands, debts, obligations,
liabilities, costs, expenses, rights of action,seamuof action, or judgments of any kind or charasteatsoever, whether known or unknown,
suspected or unsuspected, contingent or absolueet dr indirect, arising on or before the datecloé or that hereafter may be claimed to ¢
out of any action, inaction, event, or matter odogron or before the date hereof, that were, mightould have been asserted against the
Company Related Parties (collectively, the "Relda@kims"), including, but not limited to, any aalll claims in connection with, arising out
of, resulting from, or in any way relating to Soszamployment with the Company and the terminatimneof; discrimination on the basis of:
age; race; national origin; sex; marital statusaMility; medical, physical, or mental conditiom;s@xual orientation; violation of public polic
wrongful termination; breach of express or implashtract; breach of the implied covenant of goathfand fair dealing; unpaid wages,
benefits, accrued vacation, or other compensatimgch of the Employment Agreement, or any othatrect; unfair labor practices;
intentional or negligent infliction of emotionalstliess or any other personal injury tort; or violatof any federal, state, or local laws or
regulations relating to employment discriminatiagrotherwise, including, but not limited to, the ésdl Age Discrimination in Employment
Act ("ADEA") and the Older Workers' Benefit Protieet Act. The Released Claims specifically do natude (i) any
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claims arising out of the rights and obligationghaf parties pursuant to this Agreement, (ii) alaynes arising out of Souza's right to be
indemnified by the Company, to the fullest extertvded by applicable law, and (iii) Souza's righassan option holder under the Company's
1994 Stock Option Plan. Nothing in this releasdl diminterpreted to waive or release any rightZolias under applicable law to seek
indemnification for claims that may be assertedraidim on behalf of the Company by one or moneltharties.

4.2 KNOWING AND VOLUNTARY WAIVER. Souza understandsd agrees that the Released Claims include Aaima of any nature
and kind whatsoever, whether known or unknown, ectgg or unsuspected, and Souza hereby expresisiysna! rights under Section 1542
of the Civil Code of California, which provides fadlows:

A general release does not extend to claims wihielcteditor does not know or suspect to exist$rfdwor at the time of executing the
release, which if known by him must have materiaffigcted his settlement with the debtor.

Souza acknowledges that he hereafter may discaets different from or in addition to those thatrtosv knows or believes to be true with
respect to the Released Claims and agrees thaetbase shall be and remain effective in all retgpeotwithstanding any different or
additional facts or the discovery thereof.

4.3 ADEA RIGHTS. Souza hereby acknowledges thdtdsebeen advised that, pursuant to the ADEA, batiled to consider this
Agreement for a period of 21 days before executiereof, and that he has the right to revoke thissAgent for
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a period of seven days after execution hereof. &bereby acknowledges that this Agreement wasetelivto him on February 20, 2003, ¢

if he has executed this Agreement before Marci2@83, he has done so knowingly, and thereby exigrass voluntarily waives the right to
consider this Agreement for a period of 21 daysrio execution. Notwithstanding the date that @aigns this Agreement, he has the right
to revoke this Agreement for a period of seven ddier he signs it, as indicated next to his sigrehereon.

4.4 COBRA RIGHTS. Notwithstanding the release piedi for herein, the Company is obligated to, aradl sprovide Souza timely written
notification of Souza's rights, if any, to contitioa of insurance coverage under the provisionfhefConsolidated Omnibus Reconciliation
Act of 1986 ("COBRA").

5. LIMITATION ON ACTIVITIES. For purposes hereohé "business" of the Company is defined as set farsubparagraph (1) in the
RECITALS to this Agreement. For the periods setifan the following Subsections of this SectiorSbuza agrees that he will not:

5.1 COMPETING BUSINESS. During the period he isoasultant to the Company, carry on or engage inbarsyness that is competitive
with, the same as, or similar to, the businest®@ompany anywhere within the United States of Acae

5.2 SOLICITATION OF CUSTOMERS. During the period isea consultant to the Company, call upon, saoticitause to be solicited with
respect to products or services similar to thosh®Company, any customer of the Company. For
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purposes hereof, a "customer of the Company" isp@ngon or entity to which the Company has soldabively offered to sell its products or
services during the thirty-six month period endamgthe Effective Date of this Agreement. Nothindhis Agreement shall prohibit Souza
from soliciting or causing to be solicited any mer®r organization with respect to products or isevnot the same as or similar to those of
the Company.

5.3 SOLICITATION OF EMPLOYEES. Through the periogding May 31, 2005, solicit for employment or otladfiliation, as an employee,
partner, co-owner, joint venturer, or consultany person who was employed by the Company on theekgent Effective Date and while
such person is employed by the Company.

6. CONFIDENTIAL INFORMATION.

6.1 DEFINITIONS. The term "confidential informatibimcludes the following categories of informatigrgardless of whether such
information would qualify as a "trade secret" undpplicable law: (i) personal information regardigrent and former Company employees
including name, address, telephone number, emdikad, marital status, salary history, benefitsgiglinary history, medical information,
and any other information in which employees hapeiacy interest, but only to the extent that @@mpany treats such information as
confidential information and takes steps to proseh information from unauthorized disclosure use; (ii) specific information regarding
Company customers that has been developed and ledmyith the time, effort and resources of the Camypand its employees, the
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names of customer contact personnel, promotiomgrpm participation patterns and preferences dbousrs, promotional program
participation terms, special promotional prograprsmotional program terms, conditions and pricicigstomer credit records and payment
history, customer correspondence and files, byt tmthe extent that the Company treats such irddion as confidential information and
takes steps to protect such information from unanigkd disclosure or misuse; (iii) non-public besia practices and ideas of the Company,
including sales techniques and new product idedgplams; and (iv) non-public financial informatioglating to the Company and its
operations.

6.2 DUTY OF NONDISCLOSURE. Souza agrees that neltleenor any of his employees, agents, represeesataffiliates, or partners shall,
at any time, directly or indirectly, disclose oewsny confidential information of or relating tet@ompany that is known to Souza as of the
Agreement Effective Date or confidential informatiwhich may be disclosed to Souza in the coursesofonsulting activities for the
Company. Souza hereby acknowledges that certaifiidemtial information is the property of the Compganr that the Company may be under
a duty to prevent the disclosure thereof to thadips, that such confidential information was midewn to Souza in confidence in
connection with his duties as an officer, directord employee of, or consultant to, the Compang,that any use of such confidential
information by Souza other than for the sole bermdfthe Company would be wrongful and would cainseparable harm. Souza shall be
under no obligation to protect the confidentiabfyany
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information that: (i) becomes publicly known thrdugo breach or fault of Souza; (ii) is obtained3puza from a third party who has the ri

to transfer or disclose it without breach of anjigdtion of confidentiality;

(i) is disclosed by Souza under legal procesisagca subpoena or other examination in the cafriéggation or a public or private
governmental investigation after giving prompt netto the Company of such subpoena or other legakps and cooperates as the Company
may reasonably request, at its expense, to quashpsaceeding; or (iv) has been disclosed by Spupa to the Agreement Effective Date in
the course of his service as an officer or direofdhe Company, except for information that wescttised under circumstances where the
recipient accepted the disclosure under a writtgrement of confidentiality.

6.3 OTHER AGREEMENTS AND OBLIGATIONS. Souza acknedges that, as an employee, executive and direttbe Company, he is

a party to various prior agreements and understgsdvith and for the benefit of the Company. Supteements and understandings shall not
survive the execution of this Agreement and thedaations contemplated hereby. Further, the Léigeeement shall not survive the
execution of this Agreement, and will be superseatatireplaced by this Agreement.

7. INJUNCTIVE RELIEF. Souza agrees and acknowledhasit would be difficult to compensate the Compéully for damages for breach
of any of the provisions of Sections 5 and 6 hefetifer than Section 6.3). Accordingly, Souza diiedly agrees that the Company will be
entitled to temporary and permanent injunctiveefeld enforce the provisions of such Sections,taatisuch relief may be
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granted without the necessity of posting a bondfqroving actual damages. This provision with Bxtgo injunctive relief will not, howeve
diminish the Company's right to claim and to recal@mages.

8. REPRESENTATIONS AND WARRANTIES OF SOUZA. Souzaréby represents and warrants to the Company lasvéol

8.1 NO ASSIGNMENT. Souza has not assigned or tearesd, or purported or agreed to assign or tran&femy individual, partnership,
corporation, or other entity, all or any portionte$ or its right, title, or interest in and to tBeployment Agreement or any of the Released
Claims.

8.2 COMPLIANCE. This Agreement and the consummatibtine transactions contemplated hereby has rbtdhnot result in the breach
any term or provision of, or constitute a defaultler, any court order, judicial decree, lien, indes, mortgage, deed of trust, lease
agreement, instrument, commitment, or other arnauege to which Souza is a party or by which he isriab

9. REPRESENTATIONS AND WARRANTIES OF THE COMPANY sAf the Agreement Effective Date, the Companylherepresents
and warrants to the Souza as follows:

9.1 AUTHORITY. The Company has the requisite autiido enter into the transactions contemplatedhliy Agreement. The execution,
delivery and performance of this Agreement havenlzkdy approved and authorized by all necessaigrably the Board of Directors of the
Company.
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9.2 COMPLIANCE. This Agreement and the consummatibtine transactions contemplated by this Agreerhastnot and will not result in
the breach of any term or provision of, or constital default under, any court order, judicial dechen, indenture, mortgage, deed of trust,
lease, agreement, instrument, commitment, or @trangement to which the Company is a party or bigchwvhe is bound.

10. LEGAL REPRESENTATION. Each of the parties hem&presents that such party has been representedd counsel of his or its own
choosing.

11. NOTICES. All notices, demands and other comeations required, desired, or permitted to be giwader this Agreement shall be in
writing and shall be deemed to have been given idiately if personally delivered; twenty-four howfter being delivered to overnight
delivery couriers or sent by telecopy, e-mail, titep electronic transmitting device, provided tthegt device records the date and time of
successful transmission thereof; or five days aftailing by registered or certified mail, postagepaid, return receipt requested, address
accordance with the addresses set forth belovg, su¢h other addresses of which notice is giveayant to this Section.

If to Souza: M. Ant hony Souza
16051 Aveni da San M quel
La Mrada, CA 90638
Tel ephone: (562) 947-9873
Facsim le: (562) 947-0499

Wth a copy to: Jack CGol dman, Esgq.
M1ler & Hol guin
Suite 700
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1801Century Park East Los Angeles, CA 90067 Teleph(810) 556-1990 Facsimile: (310) 557-2205

If to the Company: Motorcar Parts & Accessories, In

Wth a copy to:

12. ENTIRE AGREEMENT. This Agreement contains thére agreement between the parties with respetietsubject matter hereof and
supersedes any prior agreements, arrangementgstardéings, representations, warranties and cotehatween the parties hereto,

including, without limitation, the Letter Agreement

13. NO WAIVER. No delay or omission in the exeraideany right or remedy shall impair such rightemedy or be construed as a waive

consent to or approval of any act shall not be dekto waive or render unnecessary consent to aoaglpof any other or subsequent act. All
rights of the parties hereto are separate and @iivell and no one of them, whether exercised grwititbe deemed to be to the exclusion of
any other rights, and no one of them will be deetodinit or prejudice any other legal or equitakights or remedies that the parties hereto

may have. The parties

2929 California Street

Torrance, CA 90503

Attention: Selwn Joffe, Chairnman,
Presi dent & CEO

Tel ephone: (310) 972-4005
Facsimle: (310) 224-5128

M chael M Unmansky, Esq.

Mot orcar Parts & Accessories, Inc.
2929 California Street

Torrance, CA 90503

Tel ephone: (310) 972-4015
Facsimle: (310) 224-5128
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hereto will not be deemed to waive (either expsessby implication) any of their rights or remesliender this Agreement except by a duly
executed written waiver.

14. SEVERABILITY. If any portion of this Agreemeis for any reason declared invalid or unenforcehlyleeason of any applicable law, the
validity of the remaining portions shall not beeaffed thereby and such remaining portions shalanein full force and effect as if this
Agreement had been executed with the invalid poriminated.

15. GOVERNING LAW. This Agreement shall be govertgdand construed in accordance with the interaaklof the State of California in
effect from time to time. The parties agree thaippr venue will be in the Superior Court of Los &leg County.

16. ARBITRATION OF DISPUTES. Except as otherwiseypded in this Agreement, any controversy betwéenparties arising out of this
Agreement shall be submitted to the American Aaltibn Association for arbitration by a sole arhitran Los Angeles, California. The costs
of the arbitration, including any American Arbiticat Association administration fee, the arbitratdee, and costs for the use of facilities
during the hearings, shall be borne equally bypimties to the arbitration. Attorneys' fees mayatvarded to the prevailing or most prevailing
party at the discretion of the arbitrator. The ps@mns of Sections 1282.6, 1283, and 1283.05 of2klifornia Code of Civil Procedure apply
to the arbitration. The arbitrator shall not hawg power to alter, amend, modify or change anyhefterms of this Agreement nor to grant
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remedy which is either prohibited by the termshid tAgreement, or not available in a court of law.

17. ATTORNEYS' FEES. In any arbitration or otheog@edings to enforce or to interpret any part &f fgreement, or any action arising out
of the transactions or relationships that are thgest matter hereof, the prevailing party shalebétled to recover as an element of its costs
of the action, and not as damages, all attornegs' feasonably incurred in bringing such actioniamhforcing any judgment or award
granted therein, all of which shall be deemed weheccrued upon the commencement of such actian:'dievailing party" shall be the party
that is entitled to recover its costs of the actimgardless of whether the action proceeds ta jlidgment. Any judgment or order entered in
such action shall contain a specific provision futing for the recovery of attorneys' fees and costarred in enforcing such judgment or
order.

18. AMENDMENT. No supplement, amendment, or modifiocn hereof shall be valid unless it shall be fitimg and signed by all parties
hereto.

19. SUCCESSORS AND ASSIGNS. Except as otherwiseifspadly provided herein, all of the terms, prawaiss, and obligations of this
Agreement shall be binding upon and shall inurénéobenefit of the parties hereto and their respetteirs, representatives, successors and
assigns.

20. SURVIVAL OF REPRESENTATIONS AND WARRANTIES. AWritten representations and warranties of theigmget forth in this
Agreement will survive the consummation of the si@stions contemplated by this Agreement.
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21. THIRD PARTIES. This Agreement and all condisand provisions hereof are intended for the soteexclusive benefit of the parties
hereto and their respective successors and assigmsothing contained herein shall be construegvimany other person or entity any legal
or equitable right, remedy, or claim under or igpect of this Agreement or any provision hereof.

22. FURTHER ASSURANCES. Each party shall executedeiiver all such further instruments, documenmtsimilar materials, and shall
perform any and all acts necessary, to give futtdand effect to all of the terms and provisiohthis Agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties have caused thiseAgent to be executed on the dates set forth @ppheir names below.

Dat ed: June 30, 2003 /'s/ Ant hony Souza

Ant hony Souza

Dat ed: June 30, 2003 Mot or car Parts & Accessories, Inc.

By: /s/ Selwn Joffe

Sel wn Jof fe, Chairman of the Board,
Presi dent and Chief Executive O ficer
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EXHIBIT A
RESIGNATION

Anthony Souza
16051 Avenida San Miquel
La Mirada, CA 90638

February 14, 2003

Motorcar Parts & Accessories, Inc.

2929 California Street

Torrance, CA 90503

Attention: Mr. Selwyn Joffe, Chairman of the Board

Gentlemen:

This shall confirm my resignation, effective at #lese of business, California time, today, asraator, officer and from any and all other
positions and capacities with or in Motorcar P& t&ccessories, Inc. and any of its subsidiaries affitlates, except for the consulting
services | may be providing pursuant to the Semar&greement and Release dated as of the datefhere

Sincerely,
Anthony Souza
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Exhibit 10.46
EMPLOYMENT AGREEMENT

This employment agreement (this "AGREEMENT") datsdf April 1, 2003 (the "EFFECTIVE DATE"), is en¢el into by and between
MOTORCAR PARTS & ACCESSORIES, INC., a New York coration currently having an address at 2929 CalifoStreet, Torrance,
California 90503 (together with its subsidiaries affiliates, the "COMPANY"), and Charles W. Yeaglan individual residing at 1401
Launer Drive, La Habra, California 90631 ("EMPLOYBE

WITNESSETH:

WHEREAS, the COMPANY desires to continue to em@dPLOYEE as its Chief Financial Officer (or suctet position as shall be
determined by the Board of Directors of the COMPANY any duly authorized and acting committee tbgithe "BOARD OF
DIRECTORS") and EMPLOYEE desires to be so empldyethe COMPANY, all upon the terms and subjecthi® ¢onditions contained
herein.

NOW, THEREFORE, in consideration of the mutual ctavets and agreements contained herein, and otbdragal valuable consideratic
the receipt and sufficiency of which are herebyraeidedged, the parties hereto agree as follows:

1. EMPLOYMENT; 2001 AGREEMENT. Subject to and ugbe terms and conditions contained in this AGREEMEtte COMPANY
hereby agrees to employ EMPLOYEE and EMPLOYEE agteeontinue in the employ of the COMPANY, for theriod set forth in
Paragraph 2 hereof, to render the services to @RANY, its Affiliates and/or subsidiaries describ@ Paragraph 3 hereof. The
Employment Agreement between the COMPANY and thé’EMIYEE dated as of November 6, 2001 (the "2001 AGRENT") shall
terminate as of the EFFECTIVE DATE; provided, hoeethat any Bonus due EMPLOYEE as provided in2b@l AGREEMENT with
respect to the fiscal year ending March 31, 20@Bay other benefits due and unpaid to EMPLOY EEetiveder on the EFFECTIVE DATE
shall be paid as provided therein.

2. TERM. EMPLOYEE'S term of employment under thiGREEMENT shall commence on the EFFECTIVE DATE ahnallscontinue for a
period through and including March 31, 2006, (tBPLOYMENT TERM") unless extended in writing by bagtarties or earlier terminated
pursuant to the terms and conditions set forthihere

3. DUTIES.

(&) Unless otherwise determined by the BOARD OFEIRORS, EMPLOYEE shall be employed as the COMPANGt&f Financial
Officer and shall report to the COMPANY'S President! Chief Executive Officer. It is agreed that BMFYEE shall perform his service in
the COMPANY'S Torrance, California, facilities, @amy other facilities mutually agreeable to the igart

(b) EMPLOYEE agrees to abide by all By-Laws andliggble policies of the Company, including but liotited to the Company's Code of
Business Conduct and Ethics, promulgated at ang éind from time to time by the BOARD OF DIRECTORSd the directions of the
COMPANY'S President and Chief Executive Officer.



4. EXCLUSIVE SERVICES AND BEST EFFORTS. EMPLOYEREafitdevote all of his working time, attention, beffiorts and ability to th
service of the COMPANY during the term of this AGREENT.

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

(a) Base Salary. The COMPANY shall pay EMPLOYEREaadsalary ("SALARY") of Two Hundred Fifteen ThonddDollars ($215,000) p
year.

(b) Bonus. EMPLOYEE shall participate in the COMPAR Executive Bonus Program as and when adoptecduaethded from time to time
by the BOARD OF DIRECTORS. In the event of any pegar service by the EMPLOYEE, any Bonus shall tmegied (as reasonably
determined by the BOARD OF DIRECTORS) for any pasr service by EMPLOYEE.

6. BUSINESS EXPENSES. EMPLOYEE shall be reimbuifeedand entitled to advances if permitted by aggilie law (subject to repaym
to the COMPANY if not actually incurred by EMPLOY E®ith respect to, only those business expensesriad by him which are
reasonable and necessary for EMPLOYEE to perfoesubiies under this AGREEMENT in accordance witlicges established from time
time by the COMPANY. All expenditures and advanicesxcess of Five Hundred Dollars ($500.00) musaferoved by the President and
Chief Executive Officer of the COMPANY prior to Imgj incurred or advanced.

7. EMPLOYEE BENEFITS.

(2) EMPLOYEE shall be entitled to three (3) week#&lpracation each year during the EMPLOYMENT TERNMach times as do not, in the
opinion of the President and Chief Executive Offjésterfere with EMPLOYEE'S performance of hisidathereunder.

(b) During the term of this AGREEMENT, if EMPLOY E#bes not elect medical insurance coverage for hirard his eligible family
through the COMPANY, he shall receive as an allavegior such medical insurance an amount equalktohten cost which would be incur
by the COMPANY in supplying such coverage for EMPLEE and his eligible family. The COMPANY may withlddrom any benefits
payable to EMPLOYEE all federal, state, local atlteotaxes and amounts as shall be permitted airegbjpursuant to law, rule or
regulation. All of the benefits to which EMPLOYEEasmbe entitled may be changed from time to timwitindrawn at any time in the sole
discretion of the COMPANY.

(c) During the EMPLOYMENT TERM the COMPANY shallquide to executive an automobile allowance in tim@ant of Five Hundred
Dollars ($500.00) per month, payable monthly.



8. DEATH AND DISABILITY.

(&) The EMPLOYMENT TERM shall terminate on the dat&EMPLOYEE'S death, in which event EMPLOYEE'Sraed SALARY and
BONUS, reimbursable expenses and benefits, inajudatrued but unused vacation time, owing to EMPEBYhrough the date of
EMPLOYEE'S death shall be paid to the EMPLOYEEtates EMPLOYEE'S estate will not be entitled to atlyer compensation upon
termination of this AGREEMENT pursuant to this Raeph 8(a)

(b) If, during the EMPLOYMENT TERM, EMPLOYEE, becsei of physical or mental illness or incapacity |lsb@come substantially unable
to perform the duties and services required of tner this AGREEMENT for a period of three (3) aecigtive months, the COMPANY
may, upon at least ten (10) days' prior writteriagogiiven at any time after the expiration of stiufee (3) month period to EMPLOYEE of its
intention to do so, terminate this AGREEMENT asoth date as may be set forth in the notice. Incasg of such termination, EMPLOY
shall be entitled to receive his accrued SALARY &@NUS, if any, reimbursable expenses and benafiiag to EMPLOYEE through the
date of termination. EMPLOYEE will not be entitlemlany other compensation upon termination of MGREEMENT.

9. TERMINATION FOR CAUSE.

(a) The COMPANY may terminate the employment of EMMYEE for Cause (as hereinafter defined) withoudmpnotice. Upon any such
termination, the COMPANY shall be released from ang all further obligations under this AGREEMENKcept that the COMPANY shall
be obligated to pay EMPLOYEE his SALARY, reimburleaéxpenses and benefits owing to EMPLOYEE thrahghday on which
EMPLOYEE is terminated. EMPLOYEE will not be er#itl to any other compensation upon terminationisfAlcREEMENT pursuant to
this Paragraph 9(a).

(b) As used herein, the term "Cause" shall meathéi willful failure of EMPLOYEE to perform his dies pursuant to Paragraph 3 hereof,
which failure is not cured by EMPLOYEE within tebQ) days following notice thereof from the COMPANY) any other material breach
this AGREEMENT by EMPLOYEE, including any of the tedal representations or warranties made by EMPEB)Y(iii) any act, or failure
to act by EMPLOYEE in bad faith or to the detrimento the detriment of the COMPANY; (iv) the conssion by EMPLOYEE of an act
involving moral turpitude, dishonesty, theft, urietth business conduct, or any other conduct whighificantly impairs the reputation of, or
harms, the COMPANY, its subsidiaries or affiliatés; any misrepresentation, concealment or omissioEMPLOYEE of any material fact
in seeking or continuing employment hereunderydrany other occurrence or circumstance generattpgnized a "cause" for employment
termination under applicable law.



10. DISCLOSURE OF INFORMATION AND RESTRICTIVE COVEANT. EMPLOYEE acknowledges that, by his employméethas

been and will be in a confidential relationshipiwite COMPANY and will have access to confidentifbrmation and trade secrets of the
COMPANY, its subsidiaries and affiliates. Confidahtnformation and trade secrets include, butrertlimited to, customer, supplier, and
client lists, marketing, distribution and salessggies and procedures, operational and equipreemtiques, business plans and system,
quality control procedures and systems, specigépt®and technological research, including prsjegtsearch and reports for any entity or
client or any project, research, report or the tikacerning sales or manufacturing or new technglemployee compensation plans and any
other information relating thereto, and any otlemords, files, drawings, inventions, discoveriggligations, processes, data, and information
concerning the business of the COMPANY which areimthe public domain. EMPLOYEE agrees that ingidaration of the execution of
this AGREEMENT by the COMPANY:

(a) EMPLOYEE will not, during the term of this AGERIENT or at any time thereafter, use, or disclasarty third party, trade secrets or
confidential information of the COMPANY, includirut not limited to, confidential information or tf@ secrets belonging or relating to the
COMPANY, its subsidiaries, affiliates, customersl atients or proprietary processes or procedurése@COMPANY, its subsidiaries,
affiliates, customers and clients. Proprietary peses and procedures shall include, but shallebiriited to, all information which is known
or intended to be known only to employees of thdMB@ANY, its respective subsidiaries and affiliateothers in a confidential relationship
with the COMPANY or its respective subsidiaries afiiliates which relates to business matters.

(b) EMPLOYEE will not, during the term of the AGREEENT, directly or indirectly, under any circumsta&neather than at the direction and
for the benefit of the COMPANY, engage in or papi#te in any business activity, including, but hmit to, acting as a director, franchisor
franchisee, proprietor, syndicate member, sharehadcreditor or with a person having any othéatrenship with any other business,
company, firm occupation or business activity, iy geographic area within the United States thatirectly or indirectly, competitive with
any business completed by the COMPANY or any ofussidiaries or affiliates during the term of tAKREEMENT or thereafter. Should
EMPLOYEE own 5% or less of the issued and outstepdhares of a class of securities of a corpordkiersecurities of which are traded ¢
national securities exchange or in the over-thextmrumarket, such ownership shall not cause EMPLB¥iEbe deemed a shareholder under
this Paragraph 10 (b).

(c) EMPLOYEE will not, during the term of this AGRIMENT and for a period of two (2) years thereafterhis behalf or on behalf of any
other business enterprise, directly or indireailyder any circumstance other than at the direaimhfor the benefit of the COMPANY, soli
or induce any creditor, customer, supplier, offi@@nployee or agent of the COMPANY or any of itesidiaries or affiliates to sever its
relationship with or leave the employ of any suntities.



(d) This Paragraph 10 and Paragraphs 11, 12 ahere®f shall survive the expiration or terminatigrthis AGREEMENT for any reason.

(e) Itis expressly agreed by EMPLOYEE that thairtind scope of each of the provisions set fdrtiva in this Paragraph 10 are reason
and necessary. If, for any reason, any aspeceddltlove provisions as it applies to EMPLOYEE isduatned by a court of competent
jurisdiction to be unreasonable, or unenforceahke provision shall only be modified to the minimextent required to make the provisic
reasonable and/or enforceable, as the case m&MiRLOYEE acknowledges and agrees that his sereicesf a unique character and
expressly grants to the COMPANY or any subsidiangcessor or assignee of the COMPANY, the riglentorce the provisions above
through the use of all remedies available at lam @quity, including, but not limited to, injuneé relief.

11. COMPANY PROPERTY.

(a) Any patents, inventions, discoveries, applaaior process, designs, devised, planned, appliedted, discovered or invented by
EMPLOYEE in the course of EMPLOYEE'S employmentemthis AGREEMENT and which pertain to any aspé¢he COMPANY'S or
its respective subsidiaries' or affiliates' businglsall be the sole and absolute property of thMIEANY, and EMPLOYEE shall make
prompt report thereof to the COMPANY and prompthgeute any and all documents reasonably requestasstire the COMPANY the full
and complete ownership thereof.

(b) All records, files, lists, including computegrierated lists, drawings, documents, equipmensaenitar items relating to the COMPANY'S
business which EMPLOYEE shall prepare or receisefthe COMPANY shall remain the COMPANY'S sole axdlusive property. Upon
termination of this AGREEMENT, EMPLOYEE shall prothpreturn to the COMPANY all property of the COMRX in his possession.
EMPLOYEE further represents that he will not copycause to be copied, print out or cause to bdqatiout any software, documents or
other materials originating with or belonging te tBOMPANY. EMPLOYEE additionally represents thgipn termination of his
employment with the COMPANY, he will not retainhis possession any such software, documents or wikerials.

12. REMEDY. It is mutually understood and agreeat ®BMPLOYEE'S services are special, unique, unysx#daordinary and of an
intellectual character giving them a peculiar vathe loss of which cannot be reasonably or adetjuabmpensated in damages in an action
at law. Accordingly, in the event of any breachihié AGREEMENT by EMPLOYEE, including but not lireil to, the breach of the non-
disclosure, non-solicitation and non-compete clausd?aragraph 10 hereof, the COMPANY shall betledtio equitable relief by way of
injunction or otherwise in addition to damages@@MPANY may be entitled to recover.
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13. REPRESENTATIONS AND WARRANTIES OF EMPLOYEE.

(@) In order to induce the COMPANY to enter intctAGREEMENT, EMPLOYEE hereby represents and wasrsamthe COMPANY as
follows:

() EMPLOYEE hereby has the legal capacity to utrieted right to execute and deliver this AGREEMERITd to perform all of his
obligations hereunder; (ii) the execution and de=ljvof this AGREEMENT by EMPLOYEE and the perforrarof his obligations hereunder
will not will not violate or be in conflict with anfiduciary or other duty, instrument, agreemengwment, arrangement or other
understanding to which EMPLOYEE is a party or byichthe is or may be bound or subject; and (iii) ENJFYEE is not a party to any
instrument, agreement, document, arrangement er atiderstanding with any person (other than th&1€ANY) requiring or restricting the
use or disclosure of any confidential informatiarttee provision of any employment, consulting drestservices.

(b) EMPLOYEE hereby agrees to indemnify and holdriass the COMPANY from and against any and akéss costs, damages and
expenses

(including, without limitation, its reasonable atieys' fees) incurred or suffered by the COMPANSutgng from any breach by
EMPLOYEE of any of his representations or warranget forth in Paragraph 13(a) hereof.

14. NOTICES. All notices given hereunder shalleviiting and shall be deemed effectively given whand-delivered or mailed, if sent by
registered or certified mail, return receipt redadsaddressed to EMPLOYEE at his address set dorthe first page of this AGREEMENT
or to the COMPANY at its address set forth on ih& page of this AGREEMENT or to such changed asslias may be properly noticed
hereunder.

15. ENTIRE AGREEMENT. Other than any separate agezgs which supplement and are cumulative to papdgr 10, 11 and 12 hereof,
this AGREEMENT constitutes the entire understandihthe parties with respect to its subject maitet no change, alteration or
modification hereof may be made except in writirgned by the parties hereto. Any prior or otheragnents, promises, negotiations or
representations not expressly set forth in this EERIENT are of no force or effect.

16. SEVERABILITY. If any provision of this AGREEMENSshall be unenforceable under any applicable taen notwithstanding such
unenforceability, the remainder of this AGREEMENTaH continue in full force and effect.

17. WAIVERS, MODIFICATIONS, ETC. No amendment, mficktion or waiver of any provision of this AGREEME shall be effective
unless the same shall be in writing and signeddoy ®f the parties hereto, and then such waiveowrsent shall be effective only in the
specific instance and for the specific purposenfbich given.

18. INDEMNIFICATION. COMPANY shall indemnify EMPLOEE against any and all claims of third partiesiag®ut of the lawful and
authorized performance of his duties pursuantiAGREEMENT by EMPLOYEE to the fullest extent petted by law.
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19. ASSIGNMENT. Neither this AGREEMENT, nor any®fPLOYEE'S rights, powers, duties or obligationeéharder, may be assigned by
EMPLOYEE. This AGREEMENT shall be binding upon andre to the benefit of EMPLOYEE and his heirs $aghl representatives and
the COMPANY and its successors and assigns.

20. APPLICABLE LAW. This AGREEMENT shall be deemedhave been made, drafted, negotiated and theattiions contemplated
hereby consummated and fully performed in the Sih@alifornia, without regard to the conflictslafv rules thereof. Nothing contained in
this AGREEMENT shall be construed so as to regieecommission of any act contrary to law, and velven there is any conflict between
any provision of this AGREEMENT and any statue, lavdinance, order or regulation, contrary to whioh parties hereto have no legal ri
to contract, the latter shall prevail, but in sesfent any provision of this AGREEMENT so affectbdlsbe curtailed and limited only to the
extent necessary to bring it within applicable legguirements.

21. ARBITRATION; JURISDICTION AND VENUE; PREVAILINGPARTY It is hereby irrevocably agreed that allpdites or controversie
between COMPANY and EMPLOYEE arising out of, in nention with or relating to this AGREEMENT shall beclusively heard, settled
and determined by arbitration before a retired Fadd® California judge to be held in the City add. Angeles, County of Los Angeles. The
arbitration shall be administered by JAMS pursuarnts Comprehensive Arbitration Rules and Proceslufhe parties also agree that

judgment may be entered on the arbitrator's awgrahly court having jurisdiction thereof and thetigarconsent to the jurisdiction of a

court located in the City of Los Angeles, CountyLos Angeles, for this purpose. The arbitrator Ishiédcate all of the costs of the arbitratir
including the fees of the arbitrator and the reabtanattorneys' fees and expenses of the prevaitinty, against the party who did not prev

22. FULL UNDERSTANDING. EMPLOYEE represents andeeg that he fully understands his rights to disallssspects of this
AGREEMENT with his private attorney, that to thae, if any, that he desires, he availed himskethis right, that he has carefully read ¢
fully understands all of the provisions of this ABRMENT, that he is competent to execute this AGREERM, that his agreement to exec
this AGREEMENT has not been obtained by any duaesisthat he freely and voluntarily enters intaitd that he has read this document in
its entirety and fully understands the meaningriband consequences of this document.

23. COUNTERPARTS. This AGREEMENT may be executedrig number of counterparts, each of which shatldémed an original and
all of which taken together shall constitute ond #re same agreement.

24. LEGAL REPRESENTATION. The parties hereto acklemge that each has been represented by indeperwlergel of such party's own
choice throughout all of the negotiations whichgeded the execution of this AGREEMENT and in cotineowith the preparation and
execution of this AGREEMENT or has had the oppatyuto do so and has not availed himself or iteglit.
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IN WITNESS WHEREOF, the parties have executed AI@GREEMENT as of the date first above written.

MOTORCAR PARTS & ACCESSORIES, INC.

By: /sl Selwn Joffe

Nare/ Dat e: Sel wn Joffe

Title: Chai rman of the Board, President
and Chi ef Executive Oficer

CHARLES W YEAGLEY/ DATE



EXHIBIT 10.47
WARRANT CANCELLATION AGREEMENT AND RELEASE

This WARRANT CANCELLATION AGREEMENT AND RELEASE (te "Agreement") is made as of April 30, 2003 by bretiveen
MOTORCAR PARTS & ACCESSORIES, INC., a New York coration (the "Company"), and WELLS FARGO BANK, N,A. national
banking corporation ("Holder").

RECITALS

WHEREAS, the Company issued to Holder on or abqrtl 20, 2000 that certain "Warrant to Purchase @am Stock”, No. W-1,
exercisable for 400,000 shares, as amended bgehain "Amendment No. 1 to Warrant" executed kgyghrties on or about May 31, 2001
(as so amended, the "Warrant"); and

WHEREAS, the Company desires to acquire the Wafranmt Holder and cancel the Warrant in exchangeafoet cash payment to Holder of
seven hundred thousand dollars ($700,000.00) Rhechase Price"), effective upon execution of &gseement.

NOW, THEREFORE, in consideration of the foregoimgl ghe mutual promises, covenants and conditiontageed herein, the parties hert
agree as follows:

AGREEMENT
1. THE TRANSACTION.

1.1 WARRANT CANCELLATION. Subject to the terms andnditions of this Agreement, upon execution of thgreement (a) the
Company shall deliver to Holder or its order theoamt of the Purchase Price, with no holdback oudgdn whatsoever, plus expenses
pursuant to Section 1.3 below, by wire transfeinohediately available funds paid according to theevinstructions attached hereto as
Exhibit A and confirmed by a Fed reference numbgad (b) Holder shall surrender its original, mafysakecuted form of the Warrant to the
Company for cancellation and agrees to accepttiehBse Price as full payment for cancellationgbEmwhereupon the Company shall mark
the face of the Warrant "cancelled" and such Washall be deemed expired. The payment for andedktion of the Warrant shall take
place at the offices of Morrison & Foerster LLP55est Fifth Street, Los Angeles, CA 90013 (theo&ig").

1.2 EXPENSES. At the Closing, the Company shathbeirse Holder an amount equal to two thousandHiredred dollars ($2,500.00)
towards the fees and costs of Holder's counsedimection with the negotiation, execution and dalpof this Agreement.

2. RELEASE. In consideration of the Purchase Ptitdder hereby releases and forever dischargeSdhepany and its predecessors,
successors, assigns and each of them, and eaclpgssint, and future director, partner, subsididitgision or entity or affiliated corporation,
and each past, present or future employee, aggresentative, attorney, accountant, officer, tirestockholder, subscriber, and all persons
acting by, through, under or in concert with



them, or any of them, of and from any and all cliactions, causes of action, suits, debts, ld@®ands, contracts, liabilities, agreements,
costs, expenses, or losses of any type, whethavrkoo unknown, fixed or contingent, which Holdedhaow has, or may hereafter have,
arising out of or resulting from the Warrant, oe tthares of capital stock of the Company issugtde @exercise of the Warrant, including but
not limited to, (i) Holder's claim to any equityténest in the Company, and (ii) any and all clawith respect to rights of notice under the
Warrant or applicable law.

HOLDER ACKNOWLEDGES THAT IT HAS BEEN ADVISED BY ITS EGAL COUNSEL AND IS FAMILIAR WITH THE
PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542, WMICH PROVIDES AS FOLLOWS:

"A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICHHE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST
ITS FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHIH IF KNOWN BY IT MUST HAVE MATERIALLY AFFECTED
ITS SETTLEMENT WITH THE DEBTOR."

3. REPRESENTATIONS AND WARRANTIES OF HOLDER. Holdeereby represents and warrants to the Comparollaw/$:

3.1 AUTHORIZATION. Holder has, as appropriate, foflwer and legal capacity and all corporate rigbtyer, legal capacity and authority
enter into this Agreement and the transactionsetoptated hereby. The execution, delivery and pearémice of this Agreement has been duly
and validly approved and authorized by Holder. Hgseement constitutes a valid and legally binddbgjgation of Holder, enforceable in
accordance with its terms.

3.2 OWNERSHIP OF WARRANT. Holder has good and véitié to, and owns all right, title and interelgtgal and beneficial) in, the
Warrant being cancelled pursuant to this Agreenfezs, and clear of all liens. Upon payment for extion of the Warrant in accordance with
this Agreement, the Warrant shall be cancelled diregt:clear of all liens.

4. REPRESENTATIONS AND WARRANTIES OF THE COMPANYh& Company hereby represents and warrants to Hatdfelows:

4.1 AUTHORIZATION. The Company has, as approprifi#,power and legal capacity and all corporathtj power, legal capacity and
authority to enter into this Agreement and thegeation contemplated hereby. The execution, dglimad performance of this Agreement
been duly and validly approved and authorized lkeyGbmpany and specifically approved by the Boamigdctors of the Company. This
Agreement constitutes a valid and legally bindibtigation of the Company, enforceable in accordanitk its terms.
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4.2 NO CONSENT. No consent or approval of, or {jlimith, any governmental authority or other peresoha party hereto is required for the
execution, delivery and performance by the Compatrifiis Agreement or the consummation of the tratisas contemplated hereby.

4.3 NO CONFLICT. The execution, delivery and periance of this Agreement will not violate or conflgth (i) any contract to which the
Company is a party or by which the Company or drijsassets or properties are bound, (ii) any elear judgment of any court or other
governmental authority applicable to or bindingtkea Company, (iii) any law applicable to the Companthe transfer of the Warrant, or (iv)
any provision of the Charter or Bylaws of the Compal o the Company's knowledge, there is no agraeeimeor among any of the
stockholders of the Company which relates to thigesti matter of this Agreement or which gives arogckholder of the Company any
preemptive, first refusal, or other right or pragle in connection with the execution of this Agreatror consummation of the transactions
contemplated hereby.

4.4 COMPLIANCE WITH LAW. The Company has consuligith its outside legal counsel and received adwibeh it believes to be
reliable that the execution, delivery and perforoeaaf this Agreement by the Company would complthwhie provisions of New York State
corporation law and California corporation law apgble to the Company, including without limitati&ection 513 of the Business
Corporation Law of the New York State Consolidatesvs (entitled "Purchase, redemption and certdierairansactions by a corporation
with respect to its own shares") to the extentiapple to the Company.

4.5 SEC FILINGS. Since January 1, 2001, the Compasytimely filed all reports, schedules, formatesnents and other documents
(collectively, the "SEC Documents") required tofibed by it with the Securities and Exchange Consiue ("SEC") pursuant to the reporting
requirements of the Securities Exchange Act of 1834mended (the "Exchange Act"). As of their eetipe dates, the SEC Documents
complied in all material respects with the requiesits of the Exchange Act and the rules and reguiaibf the SEC applicable to the SEC
Documents. None of the SEC Documents, at the tivra were filed with the SEC, contained any untriaéesnent of a material fact or
omitted to state a material fact required to beedt#herein or necessary in order to make themtaies therein, in light of the circumstances
under which they were made, not misleading.

5. MISCELLANEOUS.
5.1 GOVERNING LAW. This Agreement shall be govergdand construed under the laws of the State tifo@Qaa.

5.2 COUNTERPARTS. This Agreement may be executemhaor more counterparts and delivered by faceimihch of which shall be
deemed to be an original, but all of which togestall constitute one and the same instrument.

5.3 NOTICES. Unless otherwise provided, any natémpiired or permitted under this Agreement shalyiben in writing and shall be deen
effectively given if delivered



personally or by commercial messenger or couriesiceto the party to be notified at the addreskciated for such party on the signature
page hereof, or at such other address as suchrpagtglesignate by advance notice to the other party

5.4 AMENDMENT AND WAIVERS. Any term of this Agreerm¢ may be amended and the observance of any tethisohgreement may t
waived (either generally or in a particular instaand either retroactively or prospectively), omith the written consent of the parties hereto.

5.5 ENTIRE AGREEMENT. This Agreement, the otheresgnents and the documents referred to herein taestiie entire agreement
among the parties and no party shall be liableoond to any other party in any manner by any waiganrepresentations, or covenants
except as specifically set forth herein or ther@ime section headings herein are for conveniencefefence only and are not intended to be a
part of or to affect the meaning or interpretatadithis Agreement

5.6 FURTHER ASSURANCES. Each of the parties shialiftime to time and at all times hereafter make eXecute, or cause or procure to
be made, done and executed such further acts, ,d@@dsyances, consents and assurances witholefundnsideration, which may be
reasonably required to effect the transactionsesoptated by this Agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, this Warrant Cancellation Agremt and Release has been executed by the undstsigrof the day and year fi
above written.

MOTORCAR PARTS & ACCESSORI ES, | NC. VELLS FARGO BANK, N. A
By: By:

Nane: Nane:

Title: Title:

By: Addr ess:

Nane:

Title:

Addr ess:




#5476003189



Exhibit 10.48
MOTORCAR PARTS & ACCESSORIES, INC.

CODE OF BUSINESS CONDUCT AND ETHICS

The Board of Directors of MPA has adopted the feltay Code of Business Conduct and Ethics. This Gaaj#ies to all MPA companies,
their officers, directors and employees. Additiopalicies, procedures and practices may be in addPA companies that supplement,
support or clarify the policies in this Code.

No code or policy can anticipate every situatiopmvide definitive answers to all questions thatyrarise. Accordingly, this Code

intended to focus each individual director, offieeid employee on areas of ethical risk, provideauce to directors, officers and employees
to help them recognize and deal with ethical issesblish mechanisms to report unethical con@dunet,help foster MPA's values and
operating principles. When in doubt about the bestse of action, employees are encouraged to bregtions about particular
circumstances to the attention of their senior HufRRasources representative at the MPA company wthenadividual is employed and/or a
member of MPA's Ethics Committee, unless a pawicpblicy in this Code directs otherwise. Membdrthe Board should contact the
Company's Chief Executive Officer or General Colinse

As used in this Code, unless the context othervéigaires, references to "MPA," the "Company" or'thi®A companies" shall mean
Motorcar Parts & Accessories, Inc. and all of istrolled subsidiaries, whether domestic or foreamd references to the "Board" shall mean
the Board of Directors of MPA. "Non-token persohahefits" shall mean gifts, meals transportatioegainment or other favors of more
than nominal or insignificant value ($25 or less).
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COMPLIANCE WITH GOVERNMENTAL LAWS, RULES AND REGULA TIONS

It is MPA's policy to comply with all applicablevie, rules and regulations, and MPA expects itscthirs, officers and employees to carry out
their responsibilities on behalf of MPA in accordarwith such laws, rules and regulations and tairefrom illegal conduct. No individual
expected to know the details of all applicable lanutes and regulations. Nevertheless, individudie have questions about whether
particular circumstances may involve illegal condslould seek advice from MPA's General Counselisrigthics Committee.

CONFIDENTIALITY

Directors, officers and employees should maintagndonfidentiality of non-public information andccoeds entrusted to them by MPA, and
any other confidential information that comes tent) from whatever source, in the course of perfogniheir responsibilities as a director,
officer or employee, except when disclosure is atitled by the Company's General Counsel, or redugyelaws, rules, regulations or legal
process.

CONFLICTS OF INTEREST

It is MPA's policy that all directors, officers amthployees avoid business and personal situati@tsrtay give rise to a conflict of interest. A
"conflict of interest” occurs when an individugddvate interest interferes or appears to interfd@th MPA's interests. A conflict of interest
can arise in numerous areas including the following

- a director, officer or employee takes actionbas interests that may make it difficult to perfdiis or her work on behalf of MPA
objectively and effectively.
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- a director, officer or employee has a directrmliiect interest in a transaction where MPA is ayrhecome a party, property that MPA may
acquire, or an entity with which MPA does or maylasiness, except where prior full disclosure effticts is made to MPA in accordance
with the procedures outlined under "Compliance &atts, Reporting and Disciplinary Action” below.

- a director, officer or employee, or member ofdrider family, receives improper, non-token peeddienefits as a result of his or her
position as a director, officer or employee of aAifdmpany.

Because conflicts of interest may not always bareteit, employees are encouraged to bring quesdibost particular situations to the
attention of the Ethics Committee and/or to MPA&nE&ral Counsel. Members of the Board should digeestions to MPA's Chief Executive
Officer and/or General Counsel.

CORPORATE OPPORTUNITIES

Directors, officers and employees are prohibitednftaking for themselves personally opportunities/hich they could reasonably anticipate
that MPA might have an interest or that are disced¢hrough the use of MPA property, informatiorposition. An exception to this policy
exists if, after full disclosure of the facts isdean accordance with the procedures outlined uttdempliance Standards, Reporting and
Disciplinary Action" below, the disinterested menmgef the Board or MPA's Ethics Committee, as appate, determine that MPA will not
pursue the opportunity.
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FAIR DEALING

MPA aims to succeed through fair and honest coripetiMPA seeks superior performance, but nevarufh unethical or illegal business
practices. Directors, officers and employees sheualdkavor to deal fairly with MPA's customers, digpp, competitors and employees. No
one should take unfair advantage of another indalithrough manipulation, concealment, abuse eilpged information, or
misrepresentation of material facts.

PROTECTION AND PROPER USE OF ASSETS

Company assets, such as information, suppliespewgrit, materials, intellectual property, softwédra,dware and facilities, among other
Company properties and assets, are valuable resoavened or licensed by or otherwise belonging RAMINd are to be used solely for
Company purposes. Safeguarding this property fass, Idamage or theft is the responsibility of alpoyees. No person shall take MPA
property or assets for personal use or gain, naf BHPA property or assets be given away, soldaddd without proper authorization.
Incidental and immaterial personal use of assetls as computers and other equipment, telephonesuppudies and other personal usage in
accordance with Board or Management Committee apprpolicies/procedures are permitted exceptiotiBisopolicy.

PUBLIC REPORTING

MPA employees are responsible for the accuratecantplete reporting of financial information withtimeir respective areas of responsibility
and for the timely notification to the senior officof MPA where the individual is employed of sifigant transactions, trends and other
financial or non-financial information that
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may be material to MPA. Reports and documentsNiRA files with or submits to the Securities and Eaxage Commission, and other public
communications, should contain full, fair, accurait@ely and understandable disclosure.

SECURITIES LAWS

Employees may not trade in (or even recommend) @Ak based on inside information. "Insider tradiisghe purchase or sale of a
publicly traded security while in possession of artpnt nonpublic information about the issuer of the secu@ych information includes, f
example, non-public information on Company earnisggnificant gains or losses of business, or thad firing or resignation of a Director
or Officer of the Company. Insider trading, as ve&all"tipping”, which is communicating such inforinatto anyone who might use it to
purchase or sell securities, are prohibited bystwurities laws. When in doubt, information obtdias an employee of the Company should
be presumed to be important and not public.

Officers and directors of the Company are also ipitéd from trading in Company stock during anyipérin which participants in the
Company's retirement plans could not engage imdasitype of transaction. Employees who have daestpertaining to the sale or purchase
of a security under circumstances that might inealenfidential information or securities laws slibobnsult with a member of MPA's Ethics
Committee or the Company's General Counsel. Inggpjate circumstances, individuals may be refetoettheir personal attorneys.

COMPLIANCE STANDARDS, REPORTING AND DISCIPLINARY AC TION

MPA is committed to operating according to the hstgndards of business conduct and ethics setifotllis Code of Business Conduct and
Ethics. Each director, officer and employee is expe to report what he
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or she believes in good faith are actual or patértinflicts of interest, corporate opportunitieilations of applicable laws or non-
compliance with this Code by any MPA director, ofii or employee. The Company's Audit Committee @rigithics Committee (or its
designee) is generally responsible for the enfoeseraf this Code of Business Conduct and Ethictirg] to officers and employees. The
Audit Committee of the Board (or its designee)asigrally responsible for enforcement of the Coditirey to members of the Board.

Employees should report actual or potential cotsflaf interest, corporate opportunities, or viaas of this Code involving any MPA
director, officer or employee to a member of MPAL(glit Committee and/or Ethics Committee and/or tBA%k General Counsel. Members
the Board should report these matters to MPA's {Ghiecutive Officer and/or General Counsel and/hids Committee. Alternatively, if an
accounting or auditing matter is involved, concesnseports of possible violations may be submittedriting to the chair of MPA's Audit
Committee, c¢/o Douglas Hoto, 6841 Lions Head L&uxga Raton, FL 33496. Communications about accogrand auditing matters may be
submitted anonymously and will be kept confidengaicept where disclosure is required to investigia¢ matter or by laws, rules, or
regulations or legal process. It is MPA's policyptohibit any form of retaliation for reports of subnduct by others made in good faith. It is
MPA's policy that waivers of this Code will not geanted except in very limited circumstances. Aaners of this Code for directors and
executive officers of MPA may only be made by treaRl or the Audit Committee of the Board after Wisare of all material facts by the
individual seeking the waiver and will be prompdigclosed as required by law or stock exchangelaégn. Any waivers for other
individuals may only be granted by MPA's Board afddtors, its Audit or Ethics Committee or the Geh€ounsel after disclosure of all
material facts by the individual seeking the waiver

Where Code violations are determined to exist, gquaite corrective and disciplinary action will ta&en, which may include one or more of
the following measures, as applicable: (i) coumggl{ii) a warning; (iii) a
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reprimand noted in the employee's personnel filg;pfobation; (v) change, including reassignmémjpb responsibilities, authority and/or
title; (vi) temporary suspension, with or withowtyp (vii) termination of employment or other retatship with MPA; (viii) removal as a
director or officer; (ix) reimbursement of losse@sdamages resulting from the violation; or (x) redfor criminal prosecution or civil action.
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EXHIBIT 99.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Motorcart8&: Accessories, Inc. (the "Company") on FormKL@r the year ended March 31,
2003 as filed with the Securities and Exchange C@sion on the date hereof (the "Annual Report"gdlwyn Joffe, Chief Executive Officer
of the Company, certify, pursuant to 19 U.S.C. Bect350, as adopted pursuant to Section 906 osérbanes-Oxley Act of 2002, to my
knowledge, that:

1. The Annual Report fully complies with the reguirents of Section 13(a) or 15(d) of the Securdies Exchange Act of 1934; and

2. The information contained in the Annual Repaitl§ presents, in all material respects, the faiaincondition and results of operations of
the Company.

/'Sl SELWYN JOFFE

Sel wn Joffe

Chi ef Executive Oficer
June 27, 2003



EXHIBIT 99.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Motorcart8&: Accessories, Inc. (the "Company") on FormKL@r the year ended March 31,
2003 as filed with the Securities and Exchange Cmsion on the date hereof (the "Annual Report"GHarles Yeagley, Chief Financial
Officer of the Company, certify, pursuant to 19 I€SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, to
my knowledge, that:

1. The Annual Report fully complies with the reguirents of Section 13(a) or 15(d) of the Securdie Exchange Act of 1934; and

2. The information contained in the Annual Repaitl§ presents, in all material respects, the faiaincondition and results of operations of
the Company.

/' SI CHARLES YEAGLEY
Charl es Yeagl ey

Chief Financial Oficer
June 27, 2003



