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MOTORCAR PARTS OF AMERICA, INC.
GLOSSARY
The following terms are frequently used in the w@xthis report and have the meanings indicatedvbel

“Used Core” — An automobile part which has beerdusehe operation of a vehicle. Generally, thedJ€ere is an original equipment (“OE”
automobile part installed by the vehicle manufamtamd subsequently removed for replacement. Usegls@ontain salvageable parts which
are an important raw material in the remanufactuprocess. We obtain most Used Cores by providiaedits to our customers for Used Cores
returned to us under our core exchange programc@siomers receive these Used Cores from consumhersieliver a Used Core to obtain
credit from our customers upon the purchase ofsdyneemanufactured automobile part. When sufficidsed Cores cannot be obtained from
our customers, we will purchase Used Cores frora bookers, who are in the business of buying aliigéJsed Cores. The Used Cores
purchased from core brokers or returned to us byastomers under the core exchange program, aith\whve been physically received by
us, are part of our raw material or work in prodesgntory included in long-term core inventory.

“Remanufactured Core” — The Used Core underlyingaomobile part that has gone through the rematuriag process and through that
process has become part of a newly remanufacturtednabile part. The remanufacturing process takdseal Core, breaks it down into its
component parts, replaces those components thabtha reused and reassembles the salvageable sentpmf the Used Core and additional
new components into a remanufactured automobile Ramanufactured Cores are included in our on-fiamshed goods inventory and in the
remanufactured finished good product held for asaleustomer locations. Used Cores returned by enesito our customers but not yet
returned to us continue to be classified as Renaatwrfed Cores until we physically receive thesedBeres. All Remanufactured Cores are
included in our long-term core inventory or in domg-term core inventory deposit.
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MOTORCAR PARTS OF AMERICA, INC.
Unless the context otherwise requires, all refeesnio this Annual Report on Form 10-K to “the Compda “we,” “us,” and “our” refer to
Motorcar Parts olAmerica, Inc. and its subsidiaries. This Form 10y contain forward-lookingtatements within the meaning of the Priy
Securities Litigation Reform Act of 1995. Such Bmdviooking statements involve risks and uncertastOur actual results may differ
significantly from the results discussed in anyfard-looking statements. Discussions containindidooward-looking statements may be
found in the material set forth under Iterr“Management’s Discussion and Analysis of Finan@alndition and Results of Operations,” as
well as within this Form 10-K generally.

We file annual, quarterly and current reports, pretatements and other information with the Seiasriatnd Exchange Commission (“SEC”).
Our SEC filings are available free of charge tophblic over the Internet at the SEC’s websitenatv.sec.gov Our SEC filings are also
available free of charge on our websit@w.motorcarparts.con¥ou may also read and copy any document we fila thie SEC at its Public
Reference Room at 100 F. Street, NE, WashingtoB, P0549. Please call the SEC at (800) SEC-033fuftrer information on the operation
of the Public Reference Room.

PART |
Item 1. Bus ine ss
General
We are a leading manufacturer, remanufacturerdatdbutor of aftermarket automobile parts.

We historically have remanufactured alternators staders for import and domestic cars, light tsjdkeavy duty, agricultural and industrial
applications. As a result of our May 2011 acqusitdf the business formerly operated by Fenwickofgtive Products Limited (“FAPL"we
also manufacture, remanufacture and distribute amewemanufactured steering components, brakeecs)imaster cylinders, hub assembly
and bearings, and clutches and clutch hydraulicsiftually all passenger and truck vehicles. Thauasition of FAPL provided us the
opportunity to expand beyond our existing prodired of alternators and starters and further erdshoar market presence in North America.
As a result of this acquisition, we reassessedrevided our segment reporting to reflect two regdulet segments, our existing product lines
were included under our rotating electrical andghaduct lines from our FAPL acquisition were irsdal under the under-the-car product line,
based on the way we manage, evaluate and intemepldrt our business activities. We intend to foousefforts in the near term on four major
categories: rotating electrical, brakes, steerémgl wheel hubs and bearings. All of these partaianediscretionary.

The current population of vehicles in North Amernsapproximately 240 million and the average agih@se vehicles is approximately 11
years. We believe the market for replacement gapsimarily driven by the age of vehicles and mhides driven. While an aged vehic
population is favorable today, miles driven conéisto fluctuate primarily based on fuel prices.

The aftermarket for automobile parts is divideaitwo markets. The first market is the do-it-yolfr§®©1Y”) market, which is generally
serviced by the large retail chain outlets. Congsméo purchase parts from the DIY channel genenaditall parts into their vehicles
themselves. In most cases, this is a cheaper afiezrthan having the repair performed by a praéesd installer. The second market is the
professional installer market, commonly known asdb-it-for-me (“DIFM”) market. This market is séred by the traditional warehouse
distributors, the dealer networks, and the comrakdivisions of retail chains. Generally, the cangu in this channel is a professional parts
installer.

Our products are distributed to both the DIY an&RImarkets and are distributed predominantly thremug North America. We sell our
products to the largest auto parts retail chainktaditional warehouse chains and to major autdlmobanufacturers for both their aftermarket
programs and their warranty replacement progra®@&8”). Demand and replacement rates for aftermagmeanufactured automobile parts
generally increase with the age of vehicles anckges in miles driven.
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Historically, the largest share of our business imake DIY market. While that is still the casey @IFM business is now a significant part of
our business. In difficult economic times, we bati€onsumers are more likely to purchase lower mgdacement parts in both the DIY and
DIFM markets. We focus on supplying both these detmwith the most cost efficient replacement pemtshe consumer to purchase.

The DIFM market is an attractive opportunity foogtth. We are positioned to benefit from this madggportunity in two ways: (1) our auto
parts retail customers are expanding their effortarget the DIFM market and (2) we sell our praddwnder private label and our Quality-
Built ®, Talon®, Xtreme®, Reliance™, Fenco™, Dynap&k and other brand names directly to suppliersfttais on professional installers.
In addition, we sell our products to OE manufaatsifer distribution to the professional installett for warranty replacement and their
general aftermarket channels. We have been suotésgirowing sales to this market.

Financial information regarding our operating segteés included under “Financial Statements andpfumpentary Data” in Part Il, Item 8 of
this Annual Report on Form 10-K.

Company Products

Our products are manufactured to meet or exceech@ttifacturer specifications. Remanufacturing gediyeceeates a supply of parts at a
lower cost to the end user than newly manufactpests and makes available automotive parts whiemaronger manufactured as new. Our
remanufactured parts are sold at competitively kqovizes than most new replacement parts.

We recycle nearly all materials in keeping with éagus of positively impacting the environment. Neall parts, including metal from the
Used Cores, and corrugated packaging are recycled.

We remanufacture automobile parts for virtuallyimport and domestic vehicles sold in the North Aicee We believe most of our
automobile parts are naglective replacement parts in all makes and maafelghicles because they are required for a vehictgperate. Thes
products are sold under our customers’ widely raczagl private label brand names and our QualitytBuiTalon®, Xtreme®, Reliance™,
Fenco™, DynapaR and other brand names.

The increasing complexity of cars and light truaksl the number of different makes and models afelvehicles have resulted in a significant
increase in the number of different alternators staders required to service import and domestis and light trucks. We carry over 4,000
stock keeping units (“SKUs") for alternators andrstrs which cover applications for most import dodhestic cars and light trucks and over
4,100 SKUs for heavy duty and a variety of agriztdt and industrial applications.

We also manufacture, remanufacture and distriberte and remanufactured steering components, brdipeisa master cylinders, hub
assembly and bearings, and clutches and clutctabids for virtually all passenger and truck veégl We sell these remanufactured product
under the Fenco™ brand name and new products timel&ynapal® brand name. We carry over 13,000 SKUs for virtuallypassenger and
truck vehicles.

Customers: Customer Concentration

We serve all of the largest retail automotive clsores including AutoZone, Advance, Genuine RaESPA), O'Reilly, Pep Boys, with an
aggregate of approximately 13,500 retail outletwals as a diverse group of automotive warehousgidutors and OES customers.

While we continually seek to diversify our custorbase, we currently derive, and have historicadlgivid, a substantial portion of our sales
from a small number of large customers. Duringdist012, 2011 and 2010, sales to our four largestiomers constituted approximately 70%,
81% and 85%, respectively, of our consolidatedsatds, and sales to our largest customer, AutoZamestituted approximately 41%, 48% ¢
44%, respectively, of our consolidated net saleg. leaningful reduction in the level of sales ty ahthese customers, deterioration of any
customer’s financial condition or the loss of atouger could have a materially adverse impact umn u
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Customer Arrangements; Impact on Working Capital

We have or are renegotiating lotegm agreements with many of our major customenslddthese agreements, which in most cases hdiz
terms of at least four years, we are designatekeasxclusive or primary supplier for specifiedezmiries of our products. Because of the very
competitive nature of the market and the limitechber of customers for these products, our custohmeare sought and obtained price
concessions, significant marketing allowances anterfavorable delivery and payment terms in consititen for our designation as a
customer’s exclusive or primary supplier. Theseimives differ from contract to contract and carlude (i) the issuance of a specified amoun
of credits against receivables in accordance witbheedule set forth in the relevant contractsfipport for a particular customer’s research or
marketing efforts provided on a scheduled basiy d{scounts granted in connection with each imdlinal shipment of product, and (iv) other
marketing, research, store expansion or produatldpment support. These contracts typically reqihia¢ we meet ongoing standards relate
fulfillment, price, and quality. Our contracts withajor customers expire at various dates througrcMa019.

These longer-term agreements strengthen our custetationships and business base. The increasadrakfor product as a result of entering
into these longer-term agreements often requir@swie increase our inventories, accounts payaldgarsonnel. Customer demands that we
purchase their Remanufactured Core inventory hkseelgeen a significant and an additional straimonavailable working capital. The
marketing and other allowances we typically gramt@istomers in connection with our new or exparmesiomer relationships adversely
impact the neaterm revenues, profitability and associated casivdlfrom these arrangements. However, we beliexéntrestment we make
these new or expanded customer relationshipsmplove our overall liquidity and cash flow from ogtons over time.

Competition

The aftermarket automotive parts market is higloignpetitive. We compete with several large and nmadiized remanufacturers and a large
number of smaller regional and specialty remanufacs. We also compete with overseas manufactyrargcularly those located in China,
who are increasing their operations and could becamsignificant competitive force in the future.

We believe that the reputations for quality and@uer service that a supplier enjoys are signifi¢actors in a customer’s purchase decision.
We believe that these factors favor our companychvprovides quality replacement automotive produpid and reliable delivery
capabilities as well as promotional support. Weedyel that our ability to provide efficient delivedjstinguishes us from many of our
competitors in the rotating electrical business prmides a competitive advantage, and we are imghting new initiatives in our under-the-
car business to improve the efficiency of our daiyof under-the-car products and thus providemapatitive advantage in the under-the-car
business. Price and payment terms are also vergrtang competitive factors.

For the most part, our products have not been fetaror do we believe that our products are pabdmtsVe seek to protect our proprietary
processes and other information by relying on tisst@et laws and non-disclosure and confidentialiiseements with certain of our employee:
and other persons who have access to that infaymati
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Company Operations

Production ProcessOur remanufacturing process begins with the readiftsed Cores from our customers or core brokiére.Used Cores
are evaluated for inventory control purposes aed gorted by part number. Each Used Core is cosipldisassembled into its fundamental
components. The components are cleaned in a pridwassmploys customized equipment and cleaningmadd in accordance with the
required specifications of the particular componétitcomponents known to be subject to major warat those components determined not f¢
be reusable or repairable are replaced by new coemts. Non-salvageable components of the Used &ersold as scrap.

After the cleaning process is complete, the salablgecomponents of the Used Core are inspectetkatetl as prescribed by our ISO TS
16949 approved quality control program, which ipiemented throughout the production process. ISQEG%19 is an internationally
recognized, world class, automotive quality systgpon passage of all tests, which are monitoreddsjgnated quality control personnel, all
the component parts are assembled in a work delkifiinished product. Inspection and testing amedacted at multiple stages of the
remanufacturing process, and each finished praduespected and tested on equipment designedhtadatie performance under operating
conditions. Finished products are either storealinwarehouse facility or packaged for immediatersient. To maximize remanufacturing
efficiency, we store component parts ready formbde in our warehousing facilities.

Our remanufacturing processes combine product ii@sniith similar configurations into dedicated faigtwork cells. This remanufacturing
process, known as “lean manufacturing,” replacedniore traditional assembly line approach we hadipusly utilized and eliminated a large
number of inventory moves and the need to trackniory movement through the remanufacturing procesis lean manufacturing process
has been fully implemented at all of our rotatihectrical production facilities and has recentlgbéntroduced at our under-the-car productior
facilities. Because of this lean manufacturing apph, we significantly reduced the time it takeproduce a finished product. We continue to
explore opportunities for improving efficienciesanr remanufacturing process.

Offshore Remanufacturing. The majority of our remanufacturing operationsrawes conducted at our facilities in Mexico and Madiy For

our rotating electrical products, we continue tditean production of certain remanufactured uriet require specialized service and/or rapid
turnaround in our U.S. facilities. We also opeteatghnical centers within our U.S. facilities whigtovide recertification of finished goods
returns, rework including testing, kitting and paglg, and some small scale production. In additimoperate a shipping and receiving
warehouse and testing facility in Singapore for mtating electrical products.

Used CoresThe majority of our Used Cores are obtained frost@mers using our core exchange program. The caleaage program
consists of the following steps:

*  Our customers purchase from us a remanufacturédaibé sold to their consum

»  Our customers offer their consumers a credit tharge their used unit (Used Core) at the timedmsumer purchases a
remanufactured uni

 We, in turn, offer our customers a credit to seadhese Used Cores. The credit reduces our accaaaivable

Our customers are not obligated to send us alU8exl Cores exchanged by their consumers. We hataribally purchased Used Cores in the
open market from core brokers who specialize infmgnd selling Used Cores. Although the open mtaskeot a primary source of Used

Cores, it is a critical source for meeting our raaterial demands. Remanufacturing consumes, oag&emore than one Used Core for each
remanufactured unit produced since not all Usedk€are reusable. The yield rates depend upon hetbroduct and customer specifications.

The price of a finished product sold to our custmme generally comprised of an amount for remartufing (“unit value”) and an amount
separately invoiced for the Remanufactured Cortidted in the product (“Remanufactured Core chargeip Remanufactured Core charge is
equal to the credit we offer to induce the custotaarse our core exchange program and send badkseéa Cores to us. The ability to obtain
Used Cores, materials and components of the tymg@antities we need is essential to our abitityneet demand.
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Return Rights. Under our customer agreements and general indpisigfice, our customers are allowed stock adjustsnghen their

inventory of certain product lines exceeds the imoey necessary to support sales to end-user carsu@ustomers have various contractual
rights for stock adjustments which are typicallythe range of 3%-5% of total consolidated unitslsii some instances, we allow a higher
level of returns in connection with a significamidate order. In addition, we allow customers tanegoods to us that their emder consume!
have returned to them. We allow this general raftveturn regardless of whether the returned iteatefective. We seek to limit the aggregate
of stock adjustment and other customer returnegs than 20% of unit sales. Stock adjustment retomot occur at any specific time during
the year.

As is standard in the industry, we only acceptrresdrom on-going customers. If a customer ceasggydusiness with us, we have no further
obligation to accept additional product returnsifrihat customer. Similarly, we accept product mefuand grant appropriate credits from new
customers from the time the new customer relatipnishestablished. This obligation to accept resufrom new customers does not result in
decreased liquidity or increased expenses sincagnlyeaccept one returned product for each unit smltie new customer. In each case, the
return must be received by us in the original bbthe unit sold.

Supplier Relationships.We purchase products from suppliers for resalepgmily in our under-the-car segment. We have edtan® a long-
term strategic relationship with Wanxiang Ameriaarfidration (the “Supplier”) wherein it has the tigh supply new automotive parts and
components required by FAPL, our wholly-owned sdiasy, from third party suppliers, provided thag tBupplier matches or betters pricing
and other material terms of third party suppliensdll parts of comparable quality that FAPL regsir

Sales, Marketing and Distribution. We have one of the widest varieties of automotiaglpcts available to the market, and we market and
distribute our products throughout North Americar @roducts for the automotive retail chain maidet primarily sold under our customers’
widely recognized private labels. We have exparaigdsales efforts beyond automotive retail chainis¢lude warehouse distribution centers
serving professional installers. Our products ése sold under our own Quality-Buflt, Talon®, Xtreme®, Reliance™, Fenco™, Dynap&k
and other brand names. We ship our products franfiagilities and fee warehouses located in Northefina.

We publish, for print and electronic distributiangcatalog with part numbers and applications farpraducts along with a detailed technical
glossary and informational database. We believievtizgamaintain one of the most extensive catalogmoduct identification systems available
to the market.

EmployeesWe had 3,340 employees at March 31, 2012, comparg@®89 employees at March 31, 2011. Of thesee@®8loyees were
located in the U.S., 122 in Canada, 2,581 in Mexarwl 229 at our Singapore and Malaysian facilis¢$/arch 31, 2012. Approximately 317
of these employees were administrative personf@thich 31 were engaged in sales. A union repitssgpproximately 2,453 employees at
Mexico facilities. All other employees are non-umi®e consider our relations with our employeelsé®atisfactory.

Governmental Regulation

Our operations are subject to federal, state aral laws and regulations governing, among othegthi emissions to air, discharge to waters,
and the generation, handling, storage, transportatieatment and disposal of waste and other mbteWe believe that our businesses,
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 faafions. Potentially significant
expenditures, however, could be required in ordeomply with evolving environmental and health aaéety laws, regulations or
requirements that may be adopted or imposed ifutiee.
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Iltem 1A. Risk Factors

While we believe the risk factors described belosvadl the material risks currently facing our bosss, additional risks we are not presently
aware of or that we currently believe are immateneay also impair our business operations. Our ficial condition or results of operations
could be materially and adversely impacted by thiesdes, and the trading price of our common stoclld be adversely impacted by any of
these risks. In assessing these risks, you shéaddefer to the other information included in acorporated by reference into this Form 10-K,
including our consolidated financial statements aelhted notes thereto appearing elsewhere or ipooated by reference in this Form 10-K.

Werely on a few major customersfor a significant majority of our business, and the loss of any of these customers, significant changesin
the prices, marketing allowances or other important terms provided to any of our major customers or adver se developments with respect to
the financial condition of any of our major customers would reduce our net income and operating results.

Our consolidated net sales are concentrated amengab number of large customers. During fiscal2Ghles to our four largest customers
constituted approximately 70% of our consolidatetisales, and sales to our largest customer catestinpproximately 41% of our
consolidated net sales. Because our sales arerdomies], and the market in which we operate is ¢erypetitive, we are under ongoing
pressure from our customers to offer lower priessended payment terms, increased marketing alloggand other terms more favorable to
these customers. These customer demands haventimues pressure on our operating margins andtphility, resulted in periodic contract
renegotiation to provide more favorable prices &mohs to these customers and significantly increase working capital needs. In addition,
this customer concentration leaves us vulnerabéayoadverse change in the financial conditionnyf @ our major customers. The loss or
significant decline of sales to any of our majostauners would reduce our net income and adver$fegtaur operating results.

Our offshore remanufacturing and logistic activities expose us to increased political and economic risks and place a greater burden on
management to achieve quality standards.

Our overseas operations, especially our operatioliexico, increase our exposure to political, ériad or economic instability in the host
countries and to currency fluctuations. Risks aheerent in international operations, including:

. exchange controls and currency restrictions;

. currency fluctuations and devaluations;

. changes in local economic conditions;

. repatriation restrictions (including the impositionincrease of withholding and other taxes on temces and other payments by
foreign subsidiaries

. global sovereign uncertainty and hyperinflatiorcéntain foreign countries;

. laws and regulations relating to export and impestrictions;

. exposure to government actions; and

. exposure to local political or social unrest inghgdresultant acts of war, terrorism or similar ietge

These and other factors may have a material adeéfeset on our offshore activities and on our basB) results of operations and financial
condition. Our overall success as a businessndispén part, upon our ability to manage our fomedgperations. We may not continue to
succeed in developing and implementing policiessirategies that are effective in each locationreee do business, and failure to do so
could adversely affect our business, results ofatfms and financial condition.
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Interruptions or delays in obtaining component parts could impair our business and adversely affect our operating results.

In our remanufacturing processes, we obtain Usae<;primarily through the core exchange prograth wur customers, and component
from third-party manufacturers. Historically, theédl Core returned from customers together withhages from core brokers have provided
us with an adequate supply of Used Cores. If thee a significant disruption in the supply of Usaates, whether as a result of increased
Used Core acquisitions by existing or new compegito otherwise, our operating activities wouldnbaterially and adversely impacted. In
addition, a number of the other components usélddememanufacturing process are available fronr mited number of suppliers. We are,
as a result, vulnerable to any disruption in congmrsupply, and any meaningful disruption in thiply would materially and adversely
impact our operating results.

Increases in the market prices of key component raw materials could negatively impact our profitability.

In light of the long-term, continuous pressure oigipg which we have experienced from our majorteoers, we may not be able to recoup
the higher prices which raw materials, particulallyminum and copper, may command in the markegpMte believe the impact of higher
raw material prices, which is outside our conti®initigated to some extent because we recovebstautial portion of our raw materials from
Used Cores returned to us by our customers thrtwghore exchange program. However, we are unaluletermine what adverse impact, if
any, sustained raw material price increases mag bawur profitability.

Substantial and potentially increasing competition could reduce our market share and significantly harm our financial performance.

While we believe we are well-positioned in the aftarket for remanufactured products, this markeeiy competitive. In addition, other
overseas manufacturers, particularly those locaté€thina, are increasing their operations and cbeltbme a significant competitive force in
the future. We may not be successful competingnagather companies, some of which are larger tissend have greater financial and other
resources at their disposal. Increased competiboitd put additional pressure on us to reduce pricgake other actions which may have an
adverse effect on our operating results.

Our financial results are affected by automotive parts failure rates that are outside our control.

Our operating results are affected by automotivésgailure rates. These failure rates are impabted number of factors outside our control,
including product designs that have resulted imggereliability, consumers driving fewer milesaagesult of both high gasoline prices and the
slowdown in the U.S. economy, and the average fgeticles on the road. A reduction in the failuages of automotive parts would adversely
affect our sales and profitability.

Our operating results may continue to fluctuate significantly.

We have experienced significant variations in ourual and quarterly results of operations. Thasetdlations have resulted from many fact
including shifts in the demand and pricing for puoducts and general economic conditions, includimgnges in prevailing interest rates. Our
gross profit percentage fluctuates due to numefiaetsrs, some of which are outside our control.sE&actors include the timing and level of
marketing allowances provided to our customerdeifices between the level of projected salegtrticular customer and the actual sales
during the relevant period, pricing strategies,fir of products sold during a reporting periodgctuations in the level of Used Core returns
during the period, and general market and competdonditions.

Our lenders may not waive future defaults under our credit agreements.
Over the past several years, we have violated dauwof the financial and other covenants containexlir credit agreements. To this point,
lenders have been willing to waive these covenafdudts and to do so without imposing any significeost or penalty on us. If we fail to mu

the financial covenants or the other obligatiortdaeh in our credit agreements in the futureyéhis no assurance that our lenders will waive
any such defaults.
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Our level of indebtedness and the terms of our indebtedness could adversely affect our business and liquidity position.

Our indebtedness may increase substantially froma tb time for various reasons, including fluctoa$i in operating results, marketing
allowances provided to customers, capital experebtand possible acquisitions. Our indebtednedsl coaterially affect our business because
(i) a portion of our cash flow must be used to serdebt rather than finance our operations, t(if)ay eventually impair our ability to obtain
financing in the future, and (iii) it may reducerdiexibility to respond to changes in business andnomic conditions or take advantage of
business opportunities that may arise.

Our failure to execute our under-the-car product line turnaround plan would negatively impact our results of operations.

Our financial performance and profitability depengbart on our ability to successfully execute onder-the-car product line turnaround plan.
Various factors, including the substantial indebest of the Fenco borrowers, adverse industry tiondj and the other matters discussed in
Item 7, “Management’s Discussion and Analysis aofdficial Condition and Results of Operations," caddersely impact our ability to
execute our under-the-car product line turnarodad.prhere also can be no assurance that, evepiémented, our under-the-car product line
turnaround plan will be successful. If it is nog way not be able to repay debt, could determiméoe or sell operations, be subject to
liabilities, or undergo certain other events thaild cause us to: lose our investment in our Feobsidiary, which, as of August 31, 2012, was
comprised of $4,946,000 in equity and $49,141,000rg-term notes receivable, including accrueériast; not collect all or a portion of
$27,382,000 of accounts receivable outstanding Asigust 31, 2012; and incur other losses.

Our Fenco subsidiaries have incurred substantial indebtedness, which could restrict the business activities of our under-the-car product line.

As of March 31, 2012, $48,884,000 was outstandimdpu the Fenco revolving facility and $10,000,0Q%wutstanding under the Fenco term
loan. Industry conditions continue to evolve, arelare unable to predict the actions that we maggeired to take in order to successfully
implement our under-the-car product line turnaroptash and maintain Fenco’s access to liquidityeisponse to these conditions. The inability
of our under-the-car business to generate sufficiash flow to satisfy Fenco’s obligations or aualhility to refinance Fenco’s debt obligations
on commercially reasonable terms would have a ahtEtverse effect on our business, financial ciordiand results of operations.

The substantial indebtedness of Fenco could:

° increase the vulnerability of our un-the-car business to general adverse economic and mydusiditions;

° limit our ability to respond to business opportigstotherwise available for our un-the-car business

° subject Fenco to additional financial and otlestrictive covenants, the failure of which to dgtould result in default under Fenco’s
indebtedness; ar

° make it difficult for Fenco to satisfy their obligans under their indebtedne:

Our stock price may be volatile and could decline substantially.

Our stock price may decline substantially as alteguhe volatile nature of the stock market arlden factors beyond our control. From the
date of the Fenco acquisition through Septembe2@%2, our stock price ranged from $4.04 to $1p&2share. The stock market has, from
time to time, experienced extreme price and volfloeuations. Many factors may cause the marketepior our common stock to decline,
including (i) our operating results failing to meleé expectations of securities analysts or investoany quarter, (ii) downward revisions in
securities analysts’ estimates, (iii) market peticgys concerning our future earnings prospect$,piiablic or private sales of a substantial
number of shares of our common stock, and (v) agdvehanges in general market conditions or econtyemds.
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Unfavorable currency exchange rate fluctuations could adversely affect us.

We are exposed to market risk from material movamnforeign exchange rates between the U.S. dafid the currencies of the foreign
countries in which we operate. As a result of odemsive operations in Mexico, our primary riskatek to changes in the rates between the
U.S. dollar and the Mexican peso. To mitigate thigency risk, we enter into forward foreign exaparontracts to exchange U.S. dollars for
Mexican pesos. The extent to which we use forwardifin exchange contracts is periodically reviewelbht of our estimate of market
conditions and the terms and length of anticipageglirements. The use of derivative financial instents allows us to reduce our exposure tc
the risk that the eventual net cash outflow resgltrom funding the expenses of the foreign openatiwill be materially affected by change:
the exchange rates. We do not engage in currergulgiion or hold or issue financial instrumentstfading purposes. These contracts expire
in a year or less. Any change in the fair valuoogign exchange contracts is accounted for ase@ease or decrease to general and
administrative expenses in current period earnings.

We may continue to make strategic acquisitions of other companies or businesses and these acquisitions introduce significant risks and
uncertainties, including risks related to integrating the acquired businesses and achieving benefits from the acquisitions.

In order to position ourselves to take advantaggrofvth opportunities, we have made, and may coatip make, strategic acquisitions that
involve significant risks and uncertainties. Theasks and uncertainties include: (i) the difficuityintegrating newly-acquired businesses and
operations in an efficient and effective mannéy tifie challenges in achieving strategic objectiwest savings and other benefits from
acquisitions, (iii) the potential loss of key emyes of the acquired businesses, (iv) the riskwarting the attention of senior management
from our operations, (v) risks associated withgnating financial reporting and internal contros®ms, (vi) difficulties in expanding
information technology systems and other businessgsses to accommodate the acquired businesseiidfuture impairments of goodwill
of an acquired business.

Our business, financial condition and results adrafions have been materially adversely affectecimong other things, our inability

to: integrate the Fenco business into our operstiomn efficient and effective manner; integrag@do’s financial reporting and internal cont
systems with our systems; and expand our informagohnology systems and other business processesammodate the Fenco
business. To address these issues, we have imptiednend are continuing to implement our Fencoatound plan (see ltem 7,
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” for a furtbescussion of our Fenco turnaround
plan). There can be no assurance that the Fentartwnd plan will be successfully implemented timeely manner.

Continuing weaknessin conditionsin the global credit markets and macroeconomic factors could adversely affect our financial condition
and results of operations.

The ongoing weakness in the financial conditiofirtdncial institutions has resulted in significaoinstraints on liquidity and availability in
global credit markets and more stringent borrovtergns. Modest economic growth in most major indaktiountries in the world and
uncertain prospects for continued growth threatecause further tightening of the credit marketsravstringent lending standards and terms,
and higher volatility in interest rates. The persise of these conditions could have a materiatsgveffect on our borrowings and the
availability, terms and cost of such borrowingsatidition, deterioration in the U.S. economy coadidersely affect our corporate results, w
could adversely affect our operating results.
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Our reliance on foreign suppliersfor certain automotive parts poses various risks .

A significant portion of our certain automotive fsaare imported from suppliers located outsidelitf®, including various countries in
Asia. As aresult, we are subject to various rigkdoing business in foreign markets and imporpngducts from abroad, such as:

° significant delays in the delivery of cargo dugtot security consideration

imposition of duties, taxes, tariffs or other cheg@n imports

imposition of new legislation relating to impaoytiotas or other restrictions that may limit the itg of our product that may
be imported into the U.S. from countries or regiotere we do busines

° financial or political instability in any of the oatries in which our product is manufactur

° potential recalls or cancellations of orders foy product that does not meet our quality stand:

° disruption of imports by labor disputes and loaadibess practice

° political or military conflict involving the U.Swhich could cause a delay in the transportatioouwfproducts and an incree
in transportation cost:

° heightened terrorism security concerns, whicHatsubject imported goods to additional, more fesgiuwor more thorough
inspections, leading to delays in deliveries oramnpdment of goods for extended peric

° natural disasters, disease epidemics and headttedetoncerns, which could result in closed faemnieduced workforces,
scarcity of raw materials and scrutiny or embargahgoods produced in infected are

° inability of our nol-U.S. suppliers to obtain adequate credit or adagsislity to finance their operations; a

° our ability to enforce any agreements with our iigmesuppliers

Any of the foregoing factors, or a combinationtoéin, could increase the cost or reduce the sugyoducts available to us and adversely
affect our business, financial condition, resuftsperations or liquidity.

In addition, because we depend on independent phiries to manufacture a significant portion atai@ automotive products, we cannot be
certain that we will not experience operationafidifities with such manufacturers, such as redustio the availability of production capacity,
errors in complying with merchandise specificatiansufficient quality controls and failure to mgebduction deadlines or increases in
manufacturing costs.

We have identified a material weaknessin our internal control over financial reporting resulting from our acquisition of Fenco and cannot
assure that additional material weaknesses will not be identified in the future. Our failure to implement and maintain effective internal
control over financial reporting could result in material misstatementsin our financial statementswhich could require usto restate financial
statements, cause investorsto lose confidence in our reported financial information and have a negative effective on our stock price.

Management has identified a material weaknessiimndernal control over financial reporting at Fertbat affected our financial statements
the quarterly periods beginning September 30, 20tlour financial statements for the year endectcMad, 2012. The material weakness in
our internal control over financial reporting atn€e relates to the following factors: the inadexyuaf systems required to segregate and
account for certain transactions accurately; tilarof financial policies and procedures at Feticprovide for effective oversight and review
of the reconciliation of accounts at month or gelaends; and the inadequacy of the overall accogiskill set at Fenco for diligent and
consistent performance of key accounting contfiiese factors resulted in Fenco’s inability to ctetgthe financial closing process on a
timely and accurate basis. As a result of our faile meet our periodic reporting obligations itinaely manner, we have received notices fron
the National Association of Securities Dealers Audited Quotation ("NASDAQ”) regarding our failurertaintain the listing standards for our
common stock. We have submitted a compliance pl&ASDAQ, which NASDAQ has accepted. We expectdable to fulfill the
requirements set forth in the compliance plan.
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We cannot assure that additional significant deficies or material weaknesses in our internal obatrer financial reporting will not be
identified in the future. Any failure to maintaim implement required new or improved controlsany difficulties we encounter in their
implementation, could result in additional sigréfit deficiencies or material weaknesses, cause fad to meet our periodic reporting
obligations (which may result in our failure to miin the listing standards for our common stoaklesult in material misstatements in our
financial statements. Any such failure could adoersely affect the results of periodic manageraealuations and annual auditor attestation
reports regarding the effectiveness of our intecoalrol over financial reporting required undect8m 404 of the Sarbanes-Oxley Act of 2002
and the rules promulgated under Section 404. Tietemce of a material weakness could result inrgriroour financial statements that could
result in a restatement of financial statementsseais to fail to meet our reporting obligationsihk may result in our failure to maintain the
listing standards for our common stock) and caogestors to lose confidence in our reported finalnoformation, leading to a decline in our
stock price.

I mpairment of charges relating to goodwill and long-lived assets may have a material adverse effect on our earnings and results of
operations.

We regularly monitor our goodwill and loriged assets for impairment indicators. In conéhgsbur goodwill impairment testing, we comp.
the fair value of each our business segments teethted net book value. In conducting our impaintranalysis of long-lived assets, we
compare the undiscounted cash flows expected geberated from the long-lived assets to the relagtdook values. Changes in economic
or operating conditions impacting our estimates asslimptions could result in the impairment of gawdwill or long-lived assets. In the
event that we determine our goodwill or long-livessets are impaired, we may be required to receighificant charge to earnings in our
financial statements that could have a materiatestveffect on our results of operations. We mag @icur charges in connection with the sals
of assets or operations, or revaluations of assetee change our operations.

The issuance of shares of common stock upon events specified in our agreements with the Supplier will result in dilution of the interests of
our stockholders, and may reduce the trading price of our common stock.

On August 22, 2012, we entered into an agreemehtthé Supplier to guarantee up to $22,000,000@fenco Credit Line. Pursuant to this
agreement, after July 1, 2014, or the occurren@avent of default, the Supplier will have thghtito sell up to $8,000,000 of its outstanding
obligations under the Fenco Credit Line to us iohemge, at our option, for shares of our commockstealued at $7.75 per share, or cash.
also entered into an agreement to issue a wawahetSupplier, where it may purchase up to 516st2®es of our common stock for an initial
exercise price of $7.75 per share, exercisabletime after two years from August 22, 2012 andoprior to September 30, 2017, provided
that if any obligations under the Fenco Credit Liemain outstanding as of August 1, 2017, suchwdtée the date that is three months after
the date that all obligations under the Fenco Ctdde have been repaid in full.

To the extent that these events occur to resuliliion of the interests of our stockholders, theray be an adverse effect on the trading price
of our common stock. The Supplier may exerciseigtst to sell its obligations under the Fenco @rethe and warrant at times when the
market price of our common stock is higher or loteamn the exercise price of the securities. Adoglgl, the issuance of shares of common
stock upon exercise of the Supplier’s right to &elbbligations and warrant will likely result dilution of the equity represented by the then
outstanding shares of common stock held by ouratioekholders.

Our failureto comply with conditions required for our common stock to be listed on the NASDAQ Global Select Market could result in
delisting of our common stock from the NASDAQ Global Select Market.

As a result of our failure to timely file our AnritReport on Form 10-K for the fiscal year ended &faB1, 2012, we were not in full
compliance with NASDAQ Marketplace Rule 5250(c){dhich requires us to make, on a timely basidfjlaihgs with the SEC required by the
Securities Exchange Act of 1934, as amended. Weeguired to comply with NASDAQ listing rules asandition for our common stock to
continue to be listed on the NASDAQ Global Seleetrkét. If we are unable to comply with the coratis for continued listing, then our
shares of common stock are subject to immediaistihgl from the NASDAQ Global Select Market. Ifrashares of common stock are deli
from the NASDAQ Global Select Market, they may heteligible to trade on any national securitieshexge or the over-the-counter
market. If our common stock is no longer tradadulgh a market system, it may not be liquid, whiohld affect its price. In addition, we
may be unable to obtain future equity financinguse our common stock as consideration for memeosher business combinations. We
intend to appeal any decision to delist our shfxosa the NASDAQ Global Select Market, but cannaiypde any assurance that our appeal
be successful. Any such appeal will not stay theision to delist our shares.
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Our failureto cause to be effective our registration statement on Form S-1 could result in money damages under our subscription agreement
and registration rights agreement.

In April 2012, we entered into a subscription agreat and a registration rights agreement (“SubsaripAgreement”) to raise $15,004,000 in
gross proceeds and net proceeds of $14,100,00Ceaftenses, through a private placement of our cmmstock. Pursuant to the terms of the
Subscription Agreement, accredited investors puetian aggregate of 1,936,000 shares of commoakistacprivate placement for a purch
price of $7.75 per share.

Pursuant to the Subscription Agreement, we agreétbta registration statement with the SEC tasey for resale the common stock sold in
the private placement not later than 45 days #igclosing of the private placement and to usenserially reasonable efforts to cause such
registration statement to be declared effectivbjesat to certain exceptions, within 60 days of riggor 120 days in the event of an SEC
review). Failure to meet these deadlines and cedthier events may result in payment to the puenrisasf liquidated damages in the amount o
1.0% of the purchase price per 30-day period penfiling of the registration statement, effectives@®f the registration statement or other
events, as applicable. On June 12, 2012, we dilezhistration statement on Form S-1 under ther8esuAct of 1933 to register the shares of
common stock, which is not effective.

If our registration statement on FornilSloes not become effective or ceases to becometigh as provided in the Subscription Agreemen
will be required to pay money damages, which cauldersely affect our business, financial conditi@sults of operations or liquidity.

An increasein the cost or a disruption in the flow of our imported products may significantly decrease our sales and profits.

Merchandise manufactured overseas represents affan total product purchases. A disruptiontia shipping or cost of such merchandise
may significantly decrease our sales and profitsadditional, if imported merchandise becomes neoxgensive or unavailable, the transitio
alternative sources may not occur in time to meetdemands. Merchandise from alternative souragsatso be of lesser quality and more
expensive than those we currently import. Risk®eisited with our reliance on imported merchanitiskide disruptions in the shipping and
importation or increase in the costs of importeadpicts. For example, common risks may be:

. raw material shortages;

. work stoppages;

. strikes and political unrest;

. problems with oceanic shipping, including shippammtainer shortages;

. increased customs inspections of import shipmentsheer factors causing delays in shipments;
. economic crises;

. international disputes and wars;

. loss of “most favored nation” trading status by thated States in relations to a particular foredguintry;
. import duties;

. import quotas and other trade sanctions; and

. increases in shipping rates.

Products manufactured overseas and imported irt@J18. and other countries are subject to impaitintions and duties.
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Iltem 1B. Unre solv ed Staff Comments

None.

Item 2. Pro pe rties

The following table sets forth the location, tygdarility, square footage and ownership interastach of our facilities.

Approx. Leased Date of
Square or Lease
Location Type of Facility Feet Owned Expiration
Rotating Electrical
Torrance, CA (1) Remanufacturing, Warehouse, Administrative, 151,00( Leased March 2022
and Office
Tijuana, Mexico (2 Remanufacturing, Warehouse, and Of 311,00( Leasec April 2015
Singapore & Malaysia  Remanufacturing, Warehouse, and Office 60,00( Leased Various through Novembe
2014
Under-the-car Product Line
Lock Haven, PA (2 Warehouse and Distributic 320,00( Leasec November 201-
Lock Haven, PA Technical Cente 50,00( Owned -
Monterrey, Mexico (2 Industrial and Office 183,00( Leasec July 2021
Bedford, NH (3) Industrial and Office 154,00( Leasec April 2014
Toronto, Canad Office and Warehous 45,00( Leasec December 201
1. We expect to lease an additional 80,000 sgieateunder this lease effective November 2012. Vale fo utilize this additional space

as warehouse and distribution center for certamlpets. We also plan to build a technical centgrtwide support, among other
things, for our product testing and research amgtldpment activities
2. We have an option to extend the lease term forasditional -year periods
3. We have the option to extend the lease term foragigitional five year perioc

We believe the above mentioned facilities are sigfit to satisfy our foreseeable warehousing, peton, distribution and administrative offi
space requirements for our current operations.

Item 3. Leg al Proceedings

We are subject to various legal proceedings arigirigje normal course of conducting business. Mansmt does not believe that the outcome
of these matters will have a material adverse impadgts financial position or future results ofevgtions.

Item 4. Mine Saf ety Disclosures

Not applicable
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

Our common stock is traded on the NASDAQ Globaé8eMarket under the trading symbol MPAA. The fallng table sets forth the high
and low sale prices for our common stock duringdi®012 and 2011.

Fiscal 2012 Fiscal 2011
High Low High Low
1st Quarte $ 15.8¢ $ 1298 % 7.4¢ $ 5.7t
2nd Quarte $ 157t $ 8.1z $ 9.0C $ 6.01
3rd Quarte! $ 104z $ 6.7C $ 13.1t $ 8.72
4th Quartel $ 10.1C $ 6.3: $ 15.1C $ 12.3¢

On June 29, 2012, we received a notice from the DIAG Stock Market stating that we were not in cormaptie with NASDAQ listing rules
because our Form 10-K for fiscal year ended Mafgh2812 was not timely filed with the SEC. On Aug28, 2012, we submitted a plan to
regain compliance with the continuing listing reguients and stated that we would address the NASB&iQe by filing our Form 10-K for
the fiscal year ended March 31, 2012 within suoteframe. We expect to be current and in full coarpgle with our SEC filings requirements
no later than December 26, 2012.

As of September 24, 2012, there were 14,471,32%std common stock outstanding held by 57 holdérscord. We have never declared or
paid dividends on our common stock. The declaratfceny prospective dividends is at the discretibthe Board of Directors and will be
dependent upon sufficient earnings, capital requéngts and financial position, general economic &, state law requirements and other
relevant factors. Additionally, our agreement wotlr lenders prohibits the payment of dividends ggxstock dividends, without the lenders’
prior consent.

Share Repurchase Program
In March 2010, our Board of Directors authorizezhare repurchase program of up to $5,000,000 obwtstanding common stock from time
to time in the open market and in private transactiat prices deemed appropriate by managemenproljeam does not have an expiration

date. No shares were repurchased during fiscal.ZDd@ng fiscal 2011, we repurchased 14,400 shatrestotal cost of approximately $89,000.
Our credit agreements currently prohibit such repases.
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Equity Compensation Plan Information

The following table summarizes our equity compeinsaplans as of March 31, 2012:

@ (b) (©)
Number of securities
Number of securities tc remaining available for
be issued upon Weighted-average future issuance under
exercise of outstandin exercise price of equity compensation plan
options, warrants and outstanding options (excluding securities
Plan Category rights warrants and rights reflected in column (a))
Equity compensation plans approved by securitiédens 1,462,28 (1) $ 9.1t 822,00( (2)
Equity compensation plans not approved by security
holders N/A N/A N/A
Total 1,462,28 $ 9.1t 822,00(

() Consists of options issued pursuant to our 199pl&yee Stock Option Plan, 1996 Employee Stock @pfitan, 1994 Non-Employee
Director Stock Option Plan, 2003 Lc-Term Incentive Plan and 2004 M-Employee Director Stock Option Ple
(@ Consists of options available for issuance under26a0 Incentive Award Plan and 2004 I-Employee Director Stock Option Plz
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Performance Graph

The following graph compares the cumulative retarholders of our common stock for the five yeardieg March 31, 2012 with the
NASDAQ Composite Index and the Zacks Retail and Wdade Auto Parts Index. The comparison assumed W46 invested at the close
business on March 31, 2007 in our common stockimedch of the comparison groups, and assumesestiment of dividends.

Comparison of 5 Year Cumulative Total Return
Assumes Initial Investment of $100
March 2012

Comparison of 5 Year Cumulative Tolal Return
Aszumes Initial Investment of $100
March 2012
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Item 6. Selected Finan cial Data

The following selected historical consolidated fingl information for the periods indicated beloastbeen derived from and should be read i
conjunction with our consolidated financial statemseand related notes thereto. The acquisitioreotb on May 6, 2011, has had a significant

impact on the comparability of results.

Fiscal Years Ended March 31

Income Statement Date 2012 (1) 2011 2010 2009 2008

Net sales $363,687,00 $161,285,00 $147,225,00 $134,866,00 $133,337,00
Operating (loss) incom (27,487,00) 25,384,00 18,307,00 10,642,00 12,751,00
Net (loss) incom (48,514,00) 12,220,00 9,646,00! 3,857,001 4,607,001
Basic net (loss) income per share $ (3.90 $ 1.01 $ 0.8C $ 032 $ 0.4(C
Diluted net (loss) income per share $ (3.90 $ 0.9¢ $ 0.8 $ 03z $ 0.3¢

March 31,

Balance Sheet Data 2012 (1) 2011 2010 2009 2008

Total asset $501,898,00 $191,865,00 $163,480,00 $159,588,00 $141,408,00
Working capital (2,188,00i) 1,395,00! 3,399,001 (3,569,00i) 6,097,00!
Revolving loar 48,884,00 - - 21,600,00 -
Term loan 85,000,00 7,500,001 9,500,001 - -
Capital lease obligatior 662,00( 834,00( 1,398,00! 3,022,001 4,276,00
Other long term liabilitie: 124,228,00 9,984,001 7,056,001 7,364,001 4,654,001

Shareholder equity $ 73,619,000 $117,177,00

$103,620,00 $ 93,083,00 $ 91,093,00

(1) Fiscal 2012 reflects the acquisition on May011 of (i) all of the outstanding equity of P4 (i) all of the outstanding equity of
Introcan, Inc., a Delaware corporation (“Introcardid (iii) 1% of the outstanding equity of Fapcé&Sle C.V., a Mexican variable
capital company (“Fapco”) (collectively, “FencoJince FAPL owned 99% of Fapco prior to these adiipnis, the Company now
owns 100% of Fapco. See No+—Acquisition in the Notes to Consolidated Finan8tdtements for deta
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Item 7. Management’s Discussion and Analysis &inancial Condition and Results of Operations
Disclosure Regarding Private Securities LitigatiorReform Act of 1995

This report contains certain forward-looking stages with respect to our future performance thablve risks and uncertainties. Various
factors could cause actual results to differ maligrirom those projected in such statements. THes®rs include, but are not limited to:
concentration of sales to certain customers, ctamgeur relationship with any of our major custemeéhe increasing customer pressure for
lower prices and more favorable payment and o#reng, the increasing demands on our working capitalsignificant strain on working
capital associated with large Remanufactured Gorentory purchases from customers, our abilityittam any additional financing we may
seek or require, our ability to achieve positiveltflows from operations, potential future chanigesur previously reported results as a result
of the identification and correction of errors iar@ccounting policies or procedures or the poaéntaterial weaknesses in our internal cont
over financial reporting, lower revenues than apéited from new and existing contracts, our failioreneet the financial covenants or the o
obligations set forth in our credit agreements guedlenders’ refusal to waive any such defaultg,raeaningful difference between projected
production needs and ultimate sales to our custnrareases in interest rates, changes in thadiabcondition of any of our major
customers, the impact of high gasoline pricesptitential for changes in consumer spending, conspneéerences and general economic
conditions, increased competition in the automagtiggs industry, including increased competitimnirChinese and other offshore
manufacturers, difficulty in obtaining Used Coresl@omponent parts or increases in the costs setparts, political, criminal or economic
instability in any of the foreign countries where wonduct operations, currency exchange fluctugtionforeseen increases in operating costs
the strategic cooperation agreement, and othesradiscussed herein and in our other filings whth SEC.

Management Overview
We are a leading manufacturer, remanufacturerdatdbutor of aftermarket automobile parts.

We historically have remanufactured alternators staders for import and domestic cars, light tsjdkeavy duty, agricultural and industrial
applications. As a result of our May 2011 acquositdf the business formerly operated by FAPL, vee ahanufacture, remanufacture and
distribute new and remanufactured steering compsnbrake calipers, master cylinders, hub asseardybearings, and clutches and clutch
hydraulics for virtually all passenger and truchietes. The acquisition of FAPL provided us the @ppnity to expand beyond our existing
product lines of alternators and starters and &urémhanced our market presence in North Amerisaa Pesult of this acquisition, we
reassessed and revised our segment reportingéatrafio reportable segments, our existing protlnes were included under the rotating
electrical and the product lines from our FAPL dsijion were included under the under-the-car pobdine, based on the way we manage,
evaluate and internally report our business a@witWe intend to focus our efforts in the neamten four major categories: rotating electrical,
brakes, steering, and wheel hubs and bearing®f Atlese parts are non-discretionary.

The current population of vehicles in North Amernsapproximately 240 million and the average agih@se vehicles is approximately 11
years. We believe the market for replacement gapsimarily driven by the age of vehicles and thi¢es driven. While aged vehicle populat
is favorable today, the miles driven continueduetfiate primarily based on fuel prices.

The aftermarket for automobile parts is divideaitwo markets. The first market is the DIY markehich is generally serviced by the large
retail chain outlets. Consumers who purchase frants the DIY channel generally install parts inteitr vehicles themselves. In most cases,
this is a cheaper alternative than having the rggaformed by a professional installer. The seaoadket is the professional installer market,
commonly known as the DIFM market. This marketss/ged by the traditional warehouse distributtine, dealer networks, and the
commercial divisions of retail chains. Generalhg tonsumer in this channel is a professional prastaller.

Our products are distributed to both the DIY an&RImarkets and are distributed predominantly thremug North America. We sell our
products to the largest auto parts retail and ticathl warehouse chains and to major automobileufaaturers for both their aftermarket
programs and their OES. Demand and replacemerstf@taftermarket remanufactured automobile patecally increase with the age of
vehicles and increases in miles driven.
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Historically, the largest share of our business imake DIY market. While that is still the casey @IFM business is now a significant part of
our business. In difficult economic times, we bati€onsumers are more likely to purchase lower mgdacement parts in both the DIY and
DIFM markets. We focus on supplying both these detmwith the most cost efficient replacement pemtshe consumer to purchase.

The DIFM market is an attractive opportunity foogtth. We are positioned to benefit from this madggportunity in two ways: (1) our auto
parts retail customers are expanding their effortarget the DIFM market and (2) we sell our praddwnder private label and our Quality-
Built ®, Talon®, Xtreme®, Reliance™, Fenco™, Dynap&k and other brand names directly to suppliersfttais on professional installers.
In addition, we sell our products to OE manufaatsifer distribution to the professional installett for warranty replacement and their
general aftermarket channels. We have been suotésgirowing sales to this market.

Under-the-car Product Line Turnaround Plan

Our top turnaround priority continues to be impnmeat of the financial performance of our under-theproduct line business to position it
for sustained profitability and growth in the lotegm. At the same time we are focused on maintgisirong liquidity and bringing the level
customer service in our under-the-car businedse@xcellent level of customer service we had aelti@nd strive to maintain in our rotating
electrical business. We have been systematicatlyaggressively implementing our under-tte-product line turnaround plan since acquisi
with our initial goal to enhance customer servigdofved by our plan to streamline the operationish & goal of achieving profitability and
positive cash flow for the under-the-car busing@éss turnaround plan is built on the following elents: upgrading customer service levels;
focusing on product excellence; discontinuing éenpoduct offerings; improving manufacturing angiktics productivity; and implementing
cost savings throughout the operating model.

Customer Service Level®Ve have made certain inventory purchases abavaarmal cost in order to expedite improving custoiservice
levels. This initiative has resulted in signifitamprovements in our customers’ order fill ratds.a result, we had to increase our inventory
levels by approximately $27 million in the aggregtom May 2011 through the quarter ended Decerdbgep011. These inventory levels
declined in the quarter ended March 31, 2012 toagmately the May 2011 levels. We expect theseimory levels to decrease as we
continue to normalize our operations.

Product Excellence.We continue to place significant attention on inyang product excellence in our under-the-car praodine business. We
have implemented a personnel training program at#e facilities in Monterrey, Mexico and have alsplemented new quality control
systems including new end of line testing at albof production facilities. Throughout our system ave engaged third party labs to test
purchased products.

Review of Product Offerin¢. With our Fenco acquisition we have added sevexal product lines which are vehicle operation caitiWe hav
reviewed and continue to review the market oppdtigsifor our products and potential products.Hae third quarter of fiscal 2012, we
discontinued the CV axle product line and shut-ddlenrelated facility. We have successfully supgiiur customers through this transition
and continue to sell down the remaining CV axlesimory.

Manufacturing Productivit. We have implemented a process of continuing invgmeents at Fenco facilities and expect to see ammaant to
productivity as we introduce lean operating disogs.
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Our implementation of our plan for Fenco has talkeiger and cost more than initially anticipated. s¥¢icipate continuing to refine this
turnaround plan as the various elements are impledeWe expect these and related initiatives lvélsubstantially completed in the first
quarter of fiscal 2014. Our ability to successfuthplement this plan and the timing of our implertaion of this plan will depend on, among
other things, our customer and vendor support badinancial resources that are or will becomelats for implementation of this plan. In
August 2012, Fenco entered into a second amendmém Fenco Credit Agreement which, among othiegt) amended the maximum
amount of the revolving facility to (i) $55,000,0€4 the period up to and including December 31,28nd (ii) $50,000,000 for the period on
or after January 1, 2013 through October 6, 20h4August 2012, we entered into a revolving crstliftegic cooperation agreement with the
Supplier and Fenco pursuant to which the Supptieeed to provide a revolving credit line for purskga of automotive parts and components
by Fenco in an aggregate principal amount not teeda $22,000,000, of which $2,000,000 will onlyalvailable for accrued interest and other
amounts payable. We are also currently negotiatimgaccounts payable with some of Fenco’s supptirtsvendors, of which approximately
$51,000,000 was past due at September 21, 2012aWet assure the outcome of these negotiations.

Critical Accounting Policies

We prepare our consolidated financial statemendés@ordance with generally accepted accountingiplies, or GAAP, in the United States.
Our significant accounting policies are discussedatail below and in Note 2 in the Notes to Coitlsted Financial Statements.

In preparing our consolidated financial statemenspuse estimates and assumptions for matteratbabherently uncertain. We base our
estimates on historical experiences and reasomablemptions. Our use of estimates and assumpffi@es the reported amounts of assets,
liabilities and the amount and timing of revenued axpenses we recognize for and during the reygpperiod. Actual results may differ from
our estimates.

Our remanufacturing operations require that we medused Cores, a necessary raw material, frontoestomers and offer our customers
marketing and other allowances that impact reveaoegnition. These elements of our business gaeetd accounting issues that are more
complex than many businesses our size or largexddiition, the relevant accounting standards asukis continue to evolve.

Segment Reporting

As a result of our May 2011 acquisition, we reassdsand revised our segment reporting to reflectreportable segments, rotating electrical
and under-the-car product line, based on the wagnesrgage, evaluate and internally report our busiaesvities. Prior to this acquisition, we
operated in one reportable segment pursuant tguttkance provided under the Financial Accountiran8ards Board (“FASB”) Accounting
Standards Codification (“ASC").

Inventory
Nor-core Inventory

Non-core inventory is comprised of non-core raw maiterithe non-core value of work in process anchthrecore value of finished goods.
Used Cores, the Used Core value of work in proaedsthe Remanufactured Core portion of finisheddgawe classified as long-term core
inventory as described below under the caption Y-term Core Inventory.”

Non-core inventory is stated at the lower of cost arkat. The cost of non-core inventory approximatesrage historical purchase prices paid
and is based upon the direct costs of materiabanallocation of labor and variable and fixed oeadh costs. The cost of non-core inventory is
evaluated at least quarterly during the fiscal yaat adjusted as necessary to reflect current loivewsst or market levels. These adjustments
are determined for individual items of inventonthim each of the three classifications of non-goventory as follows:

* Non-core raw materials are recorded at average cbéthvis based on the actual purchase price of raterals on hand. The average

cost is updated quarterly. This average cost id irsthe inventory costing process and is the Hasiallocation of materials to finished
goods during the production proce
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* Non-core work in process is in various stages of petida, is on average 50% complete and is valu&d#i of the cost of a finished
good. Historically, no-core work in process inventory has not been matesimpared to the total n-core inventory balanc

» Finished goods cost includes the average costroftore raw materials and allocations of labor eaiable and fixed overhead. The
allocations of labor and variable and fixed overheasts are determined based on the average astiaf the production facilities o\
the prior twelve months which approximates nornsgdaxity. This method prevents the distortion in@dted labor and overhead costs
that would occur during short periods of abnormédly or high production. In addition, we excludete& unallocated overhead such
as severance costs, duplicative facility overhessis; and spoilage from the calculation and exp#resa as period costs. For the fiscal
years ended March 31, 2012, 2011, and 2010, cbsfspooximately $1,410,000, $1,378,000, and $1 (31, respectively, wel
considered abnormal and thus excluded from thetfed goods cost calculation and charged directtp$b of sales for our rotating
electrical product line

We record an allowance for potentially excess argblete inventory based upon recent sales hidtegyquantity of inventory on-hand, and a
forecast of potential use of the inventory. We gaidally review inventory to identify excess quéies and part numbers that are experienc
reduction in demand. Any part numbers with quaeitdentified during this process are reserve@foates based upon management’s
judgment, historical rates, and consideration afsfile scrap and liquidation values which may bhkigls as 100% of cost if no liquidatic
market exists for the part.
The quantity thresholds and reserve rates are ctilgeand are based on management’s judgment ansll&dge of current and projected
industry demand. The reserve estimates may, therdfe revised if there are changes in the ovaratket for our products or market changes
that in management’s judgment, impact our abititge¢ll or liquidate potentially excess or obsolatentory.
We record vendor discounts as a reduction of irorégd that are recognized as a reduction to cosales as the inventories are sold.
Inventory Unreturne(
Inventory unreturned represents our estimate, basdstorical data and prospective informatiorvted directly by the customer, of finished
goods shipped to customers that we expect to henel, under our general right of return policyeathe balance sheet date. Because all cor
are classified separately as long-term assetsntie@tory unreturned balance includes only the dddst value of a finished good. The return
rate is calculated based on expected returns witiéimormal operating cycle of one year. As suté related amounts are classified in current
assets.
Inventory unreturned is valued in the same mans@ua finished goods inventory.
Longterm Core Inventory
Long-term core inventory consists of;

» Used Cores purchased from core brokers and hétd/émtory at our facilities

» Used Cores returned by our customers and heldreniory at our facilities

e Used Cores returned by end-users to customensabyet returned to us which are classified as Rerf@atured Cores until they are
physically received by u

 Remanufactured Cores held in finished goods invgrabour facilities; an
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* Remanufactured Cores held at customer locatioaspast of the finished goods sold to the custofer.these Remanufactured Cores,
we expect the finished good containing the Remantufad Core to be returned under our general a§hgturn policy or a similar
Used Core to be returned to us by the customeadh case, for cred

Long-term core inventory is recorded at averagmhial purchase prices determined based on aptuahases of inventory on hand. The cost
and market value of Used Cores for which sufficietent purchases have occurred are deemed theasatme purchase price for purchases
that are made in arm’s length transactions.

Long-term core inventory recorded at average hissabpurchase prices is primarily made up of UsedeS for newer products related to more
recent automobile models or products for whichehsra less liquid market. We must purchase thesel (Cores from core brokers because ol
customers do not have a sufficient supply of thesger Used Cores available for the core exchanoggram.

Used Cores obtained in core broker transactionsalted based on average purchase price. The avptaighase price of Used Cores for ir
recent automobile models is retained as the coshése Used Cores in subsequent periods evemr astince of these Used Cores shifts to oul
core exchange program.

Long-term core inventory is recorded at the lower oft cosnarket value. In the absence of sufficienerg@urchases, we use core broker [
lists to assess whether Used Core cost exceeds@isednarket value on an item by item basis. Tivaguy reason for the insufficient recent
purchases is that we obtain most of our Used Guenitory from the customer core exchange program.

We classify all of our core inventories as longviaassets. The determination of the long-term diaasion is based on our view that the value
of the cores is not consumed or realized in casimglour normal operating cycle, which is one yeamost of the cores recorded in invent
According to guidance provided under the FASB AB@rent assets are defined as “assets or resocoogsonly identified as those which are
reasonably expected to be realized in cash oraatdnsumed during the normal operating cycle eflibisiness.” We do not believe that core
inventories, which we classify as long-term, arestoned because the credits issued upon the retursed Cores offset the amounts invoiced
when the Remanufactured Cores included in finigimatls were sold. We do not expect the core invasgoo be consumed, and thus we do
not expect to realize cash, until our relationshiih a customer ends, a possibility that we considmote based on existing long-term
customer agreements and historical experience.

However, historically for a portion of finished gi®sold, our customer will not send us a Used @oobtain the credit we offer under our ¢
exchange program. Therefore, based on our hist@#tinate, we derecognize the core value for tfiafghed goods upon sale, as we believe
they have been consumed and we have realized cash.

We realize cash for only the core exchange progtfaontfall. This shortfall represents the historidéfierence between the number of finished
goods shipped to customers and the number of UsessCeturned to us by customers. We do not readigh for the remaining portion of the
cores because the credits issued upon the retlwseaaf Cores offset the amounts invoiced when theadRefactured Cores included in finished
goods were sold. We do not expect to realize caisthé remaining portion of these cores until @lationship with a customer ends, a
possibility that we consider remote based on exdstbng-term customer agreements and historicatéempce.

For these reasons, we concluded that it is moreoapgte to classify core inventory as long-terrsets.
Long-term Core Inventory Deposit

The long-term core inventory deposit account regmesthe value of Remanufactured Cores we havdased from customers, which are helc
by the customers and remain on the customers’ gesmiThe purchase is made through the issuancedifscagainst that customer’s
receivables either on a one time basis or ovegased-upon period. The credits against the custsmexeivable are based upon the
Remanufactured Core purchase price previously ksftald with the customer. At the same time, we métloe longterm core inventory depo:
for the Remanufactured Cores purchased at its desgrmined as noted under Long-term Core Inveniing long-term core inventory deposit
is stated at the lower of cost or market. The sstablished at the time of the transaction basetthe then current cost, determined as noted
under Long-term Core Inventory. The difference leswthe credit granted and the cost of the long-tare inventory deposit is treated as a
sales allowance reducing revenue. When the purste@asamade over an agreed-upon period, the longdere inventory deposit is recorded at
the same time the credit is issued to the custdone¢he purchase of the Remanufactured Cores.
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At least annually, and as often as quarterly, reitiations and confirmations are performed to deiee that the number of Remanufactured
Cores purchased, but retained at the customeiidosaremains sufficient to support the amountsmed in the long-term core inventory
deposit account. At the same time, the mix of Rarfatured Cores is reviewed to determine that dggegate value of Remanufactured Ci
in the account has not changed during the repop@rgpd. We evaluate the cost of Remanufacture@<supporting the aggregate long-term
core inventory deposit account each quarter. Ifdeatify any permanent reduction in either the namdr the aggregate value of the
Remanufactured Core inventory mix held at the acustdocation, we will record a reduction in the determ core inventory deposit account
during that period.

Customer Core Returns Accrual

The estimated fair value of the customer core reliabilities assumed by us in connection with Besco acquisition is included in customer
core returns accrual. We classify the portion akd@bility related to the core inventory purchéised on the shelves of our customers as lon
term liabilities. Upon the sale of a Remanufactutede a core liability is created to record theigdtion to provide our customer with a credit
upon the return of a like core by the customerc&ithe return of a core is based on the sale efnamufactured automobile part to an end use
of our customer, the offset to this core liabiliggnerated by its return to us by our customerusliysfollowed by the sale of a replacement
remanufactured auto part, and thus a portion otdtine liability is continually outstanding and ecorded as long-term. The amount we have
classified as long-term is the portion that manag@mprojects will remain outstanding for an uninteted period extending one year from the
balance sheet date.

Revenue Recognition
We recognize revenue when our performance is cammead all of the following criteria have been met

» 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 determinable,

» Collectability is reasonably assur¢
For products shipped free-on-board (“FOB”) shippiregnt, revenue is recognized on the date of shippnf@r products shipped FOB
destination, revenues are recognized on the egtthtatactual date of delivery. We include shippang handling charges in the gross invoice
price to customers and classify the total amouméasnue. Shipping and handling costs are recdrdedst of sales.
Revenue Recognition; Mof-Core-Value Basis
The price of a finished product sold to customsrgenerally comprised of separately invoiced an®imtthe Remanufactured Core included
in the product (“Remanufactured Core value”) areluhit value. The unit value is recorded as revérased on our then current price list, net
of applicable discounts and allowances. Based omxperience, contractual arrangements with custesred inventory management practi
a significant portion of the remanufactured autoiteoparts we sell to customers are replaced bylairhised Cores sent back for credit by
customers under our core exchange program. In éacoe with our net-of-core-value revenue recogmitiolicy, we do not recognize the

Remanufactured Core value as revenue when thédédiproducts are sold. We generally limit the nunadféJsed Cores sent back under the
core exchange program to the number of similar Rerfietured Cores previously shipped to each custome
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Revenue Recognition and Defer— Core Revenue

Full price Remanufactured Coré&’hen we ship a product, we invoice certain custerfmrthe Remanufactured Core value portion of the
product at full Remanufactured Core sales pricedbutot recognize revenue for the Remanufactured Calue at that time. For these
Remanufactured Cores, we recognize core revens hgmn an estimate of the rate at which our custemill pay cash for Remanufactured
Cores in lieu of sending back similar Used Corescfedits under our core exchange program.

Nominal price Remanufactured CorWe invoice other customers for the Remanufacturee @alue portion of product shipped at a nominal
Remanufactured Core price. Unlike the full pricerR@ufactured Cores, we only recognize revenue frominal Remanufactured Cores not
expected to be replaced by a similar Used Corelseak under the core exchange program when weveedlat we have met all of the
following criteria:

* We have a signed agreement with the customer iomyvtire nominally priced Remanufactured Cores npteted to be sent back under
the core exchange program, and the agreement prrsfysthe number of Remanufactured Cores our costavill pay cash for in lieu
of sending back a similar Used Core under our egohange program and the basis on which the nolyipated Remanufactured
Cores are to be valued (normally the average pecdRemanufactured Core stipulated in the agreer

e The contractual date for reconciling our reconad eustomer’s records of the number of nominallggat Remanufactured Cores not
expected to be replaced by similar Used Coreslsmi under our core exchange program must be iautrent or a prior periot

* The reconciliation must be completed and agreday tilhe customel
* The amount must be billed to the custon

Deferral of Core RevenueAs noted previously, we have in the past and imalye future agree touy back Remanufactured Cores from cel
customers. The difference between the credit gdeautel the cost of the Remanufactured Cores bowgtht is treated as a sales allowance
reducing revenue. As a result of the ongoing Rerfzaured Core buybacks, we have now deferred @awenue from these customers until
there is no expectation that sales allowances egedavith Remanufactured Core buybacks from tleeséomers will offset core revenues that
would otherwise be recognized once the criteri@thabove have been met.

Revenue Recognition; General Right of Re

We allow our customers to return goods to us tieit &nd-user customers have returned to them hehéte returned item is or is not
defective (warranty returns). In addition, undex terms of certain agreements with our customegsratustry practice, our customers from
time to time are allowed stock adjustments wheir theentory of certain product lines exceeds thécpated sales to end-user customers
(stock adjustment returns). We seek to limit thgragate of customer returns, including warranty stodk adjustment returns, to less than !
of unit sales. In some instances, we allow a hi¢gnal of returns in connection with a significamtdate order.

We provide for such anticipated returns of inveyntoy reducing revenue and the related cost of $atakie units estimated to be returned.
Our allowance for warranty returns is establishasell on a historical analysis of the level of thie of return as a percentage of total unit
sales. Stock adjustment returns do not occur aspayific time during the year, and the expectedllef these returns cannot be reasonably

estimated based on a historical analysis. Our alflms for stock adjustment returns is based onfépeastomer inventory levels, inventory
movements and information on the estimated timiingtack adjustment returns provided by our cust@mer
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Sales | ncentives

We provide various marketing allowances to our@usrs, including sales incentives and concessiasketing allowances related to a sin
exchange of product are recorded as a reductioevehues at the time the related revenues aredetar when such incentives are offered.
Other marketing allowances, which may only be aggpfigainst future purchases, are recorded as eti@uto revenues in accordance with a
schedule set forth in the relevant contract. Salesntive amounts are recorded based on the vélire incentive provided.

Goodwill

Gooduwill is the excess of the purchase price dveifair value of identifiable net assets acquiredusiness combinations. Goodwill is not
amortized, but rather is tested for impairmengast annually or more frequently if there are iatbes of impairment present.

We perform the annual goodwill impairment analysithe fourth quarter of each fiscal year. We eatduvhether goodwill has been impaired
at the reporting unit level by first determining ether the estimated fair value of the reporting isliess than its carrying value and, if so, by
determining whether the implied fair value of goditlwithin the reporting unit is less than the gang value. We determined the fair value of
the reporting unit based on an equal weighting§lgfa discounted cash flow method, (2) guideliompany method, and (3) guideline
transaction method. The discounted cash flow amabstablishes fair value by estimating the pregaline of the projected future cash flow
a reporting unit and applying a 3% terminal grovéte. The present value of estimated discounteatdudash flow is determined using
significant estimates of revenue and costs fordperting unit, driven by assumed growth ratesyels as appropriate discount rates. The
discount rate of 14% was determined using a wethaterage cost of capital that incorporates long igovernment bonds, effective cost of
debt, and the cost of equity of similar guidelimenpanies. The market approach is calculated usargeghmultiples and comparable
transaction data for guideline companies. The duidénformation was based on publicly availablBoimation. A valuation multiple was
selected based on a financials benchmarking asalyat compared to the reporting unit's benchmaskiits with the guideline information. In
addition to these financial considerations, qutilitafactors such as business descriptions, maeweed, and profitability were considered in
the ultimate selection of the multiple used toraate a value on a minority basis. The selectionvesidghting of the various fair value
techniques may result in a higher or lower faiuealJudgment is applied in determining the weigigtithat are most representative of fair
value. Management has performed sensitivity amalysiits significant assumption and has determihatla change in its assumptions within
selected sensitivity testing levels would not ingecconclusion. Based on the results of our ahanalysis of goodwill in fiscal 2012, the
reporting unit’s fair value exceeded its carryiradue by a significant amount, indicating that thweess no goodwill impairment.

Income Taxes

We account for income taxes using the liability Inoet, which measures deferred income taxes by apgpbmacted statutory rates in effect at
the balance sheet date to the differences betweetax basis of assets and liabilities and thg@iomed amounts in the financial statements. Th
resulting asset or liability is adjusted to reflebainges in the tax laws as they occur. A valualtmwance is provided to reduce deferred tax
assets when it is more likely than not that a partf the deferred tax asset will not be realized.

The primary components of our income tax provigloenefit) are (i) the current liability or refundel for federal, state and foreign income
taxes and (ii) the change in the amount of thede&rred income tax asset, including the effeetryf change in the valuation allowance.
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Realization of deferred tax assets is dependernt opoability to generate sufficient future taxalleome. Management reviews the
Company’s deferred tax assets on a jurisdictiojuligdiction basis to determine whether it is mitkely than not that the deferred tax assets
will be realized. As a result of FAPL's cumulatiesses in certain jurisdictions, a determinatiors weade to establish a valuation allowance
against the related deferred tax assets as it isiare likely than not that such assets will bdized. For all other jurisdictions, management
believes that it is more likely than not that fettaxable income will be sufficient to realize tkeorded deferred tax assets. In evaluating this
ability, management considers long-term agreemamsRemanufactured Core purchase obligations withmajor customers that expire at
various dates through March 2019. Management asodically compares the forecasts to actual resien though there can be no
assurance that the forecasted results will be aetlighe history of income in all other jurisdict®provides sufficient positive evidence that nc
valuation allowance is needed.

Financial Risk Management and Derivatives

We are exposed to market risk from material movamenforeign exchange rates between the U.S. dafid the currencies of the foreign
countries in which we operate. As a result of agnificant operations in Mexico, our primary risklates to changes in the rates between the
U.S. dollar and the Mexican peso. To mitigate thigency risk, we enter into forward foreign exaparontracts to exchange U.S. dollars for
Mexican pesos. The extent to which we use forwardifin exchange contracts is periodically reviewelbht of our estimate of market
conditions and the terms and length of anticipageglirements. The use of derivative financial instents allows us to reduce our exposure tc
the risk that the eventual net cash outflow resglfrom funding the expenses of the foreign operatiwill be materially affected by change:
the exchange rates. We do not engage in curreremukgiion or hold or issue financial instrumentstfading purposes. These contracts
generally expire in a year or less. Any changdbkénfair value of foreign exchange contracts ammanted for as an increase or decrease to
general and administrative expenses in currenbgearnings.

Share-based Payments

In accounting for share-based compensation awarel$ollow the accounting guidance for equity-basethpensation, which requires that we
measure the cost of employee services receivexcim@ge for an award of equity instruments basetthegrant-date fair value of the award.
The cost associated with stock options is estimasaty the Black-Scholes option-pricing model. Thet of equity instruments is recognized
in the consolidated statement of income on a dttdige basis (net of estimated forfeitures) over period during which an employee is
required to provide service in exchange for therdwAlso, excess tax benefits realized are repated financing cash inflow.

On August 22, 2012, we entered into an agreemenste a warrant to a Supplier, under which it paschase up to 516,129 shares of our
common stock for an initial exercise price of $7p&s share, exercisable at any time after two yeans August 22, 2012 and on or prior to
September 30, 2017, provided that if any obligationder the Fenco Credit Line remain outstandingf @sigust 1, 2017, such date will be the
date that is three months after the date thatbdithations under the Fenco Credit Line have beeaickin full.

New Accounting Pronouncements
Comprehensive Income

In June 2011, the FASB issued guidance which reguin entity to present the total of compreherisiseme, the components of net income,
and the components of other comprehensive incotherén a single continuous statement of comprekeriscome, or in two separate but
consecutive statements. This guidance eliminaggption to present components of other comprehemstome as a part of the statement of
equity. This guidance should be applied, retrospelgt for fiscal years, and interim periods withihrose fiscal years, beginning after Decen
15, 2011. Other than the change in presentatiomave determined the changes from the adoptiohi®fuidance on April 1, 2012 will not
have an impact on our consolidated financial pmsitind the results of operations.

29




Table of Content
Testing Goodwill for Impairment

In September 2011, the FASB issued an amendmeghwgives an entity the option to first assess tatale factors to determine whether the
existence of events or circumstances leads toearditation that it is more likely than not that fla@ value of a reporting unit is less than its
carrying amount. If an entity determines that i@ more likely than not that the fair value akporting unit is less than its carrying amount,
then performing the two-step goodwill impairmerdttis unnecessary. If an entity determines thatritore likely than not that the fair value of
a reporting unit is less than its carrying amothn it is required to perform the first step of tivo-step goodwill impairment test. If the
carrying value of the reporting unit exceeds its ¥alue, then the entity is required to perforra #econd step of the goodwill impairment te
measure the amount of the impairment loss, if @hg. amendments are effective for annual and intgaodwill impairment tests performed
for fiscal years beginning after December 15, 2@drly adoption is permitted if an entity’s finaakstatements for the most recent annual or
interim period have not yet been issued. The adopdf this guidance on April 1, 2012 is not expddie have any impact on our consolidated
financial position and the results of operations.

Subsequent Events
Equity Transactior

In April 2012, we entered into a Subscription Agret to raise $15,004,000 in gross proceeds angraeteds of $14,100,000 after expense:
through a private placement of our common stockstant to the terms of the Subscription Agreemeartain accredited investors purchased
an aggregate of 1,936,000 shares of common staglpiivate placement exempt from registration unkerSecurities Act in reliance upon
Rule 506 of Regulation D, for a purchase priced7$ per share. We plan to use the proceeds tmeelthe integration of our Fenco
acquisition and for general corporate purposes.

Pursuant to the Subscription Agreement, we agreétbta registration statement with the SEC tasey for resale the common stock sold in
the private placement not later than 45 days #feclosing of the private placement and to usencernially reasonable efforts to cause such
registration statement to be declared effectivbjesat to certain exceptions, within 60 days of riggor 120 days in the event of an SEC
review). On June 12, 2012, we filed a registraitatement on Form S-1 under the Securities AcB881o register the shares of common
stock, which is not effective.

Parent Company Credit Agreeme

Our revolving credit and term loan agreement, asrated, (the “ Old Parent Company Credit Agreememtith Union Bank, N.A. and Branch
Banking & Trust Company, allowed us to borrow umttotal of $60,000,000 (the “Old Parent Compangd@rFacility”). The Old Parent
Company Credit Facility was comprised of (i) a feiry facility with a $7,000,000 letter of creditis-facility and (ii) a term loan. We were
able to borrow on a revolving basis up to an ameguial to $50,000,000 minus all outstanding leiferredit obligations (the “Old Parent
Company Revolving Loan”). The term loan was in phi@cipal amount of $10,000,000 (the “Old Parentpany Term Loan”).

The Old Parent Company Term Loan was schedulecatanmin October 2014 and required principal pays1en$500,000 on a quarterly
basis. The Old Parent Company Revolving Loan whedwded to expire in October 2012 and providechaoption to request up to two one-
year extension:

In January 2012, we replaced the Old Parent Com@aeglit Agreement by entering into a new parentmamny financing agreement (theéw
Parent Company Financing Agreement”) with a syrdicd lenders, Cerberus Business Finance, LLCobateral agent, and PNC Bank,
National Association, as administrative agent “New Parent Company Loans”). The New Parent Comparans consist of: (i) term loans
aggregating $75,000,000 (the “New Parent CompamgnTeans”) and (ii) revolving loans of up to $2000000, subject to borrowing base
restrictions and a $10,000,000 sublimit for let@frsredit (the “New Parent Company Revolving Lg&ng he lenders hold a security interest
in substantially all of the assets of our rotatectrical segment. As permitted by the New Pa@arhpany Financing Agreement, we
subsequently raised $15,000,000 of capital. The Rarent Company Financing Agreement permits usvest up to $20,000,000 in Fenco.
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The New Parent Company Term Loans require quanpeigipal payments of $250,000 beginning on Ocatdhe012 through July 1, 2013,
and quarterly principal payments of $1,000,000 feigig on October 1, 2013. The New Parent Compamn&aonature on January 17, 2017.

A portion of the proceeds from the New Parent Camgpeerm Loans was used to repay all amounts outstgrunder the Old Parent Compse
Credit Facility, and the Old Parent Company Créditeement was terminated.

In May 2012, we entered into a second amendmehetoew parent company financing agreement (thed'& Amendment”) and borrowed
an additional $10,000,000, for an aggregate of 885000 (the “Amended New Parent Company Term L9aimsterm loans. The Second
Amendment, among other things, modified the intenr@tes per annum applicable to the Amended NewrR&ompany Term Loans. The
Amended New Parent Company Term Loans will bearést at rates equal to, at our option, either LRB@us 8.5% or a base rate plus 7.5%.
The Amended New Parent Company Term Loans requaetgyly principal payments of $250,000 beginningQxtober 1, 2012 and increase
to $600,000 per quarter on April 1, 2013 and t&%Q,000 on October 1, 2013 until the final matudate. Among other things, the Second
Amendment provides for certain amended financiakoants, and requires that we maintain cash ardezpsvalents of up to $10,000,000 in
the aggregate until our obligations with respec gignificant supplier have ceased.

In connection with the Second Amendment, we alsodd a warrant (the “Warrant”) to Cerberus Busirtésance, LLC. Pursuant to the
Warrant, Cerberus Business Finance, LLC, may psea to 100,000 shares of our common stock famiial exercise price of $17.00 per
share for a period of five years. The exerciseeis subject to adjustments, among other thimgssdles of common stock by us at a price
below the exercise price. Further, if the exerpisee of the Warrant is reduced, then the numbeoaimon stock shares that may be purch
upon the exercise of the Warrant will be increasethat the aggregate exercise price of the Waatftert the adjustment is the same as the
aggregate exercise price prior the adjustment AfGR1000. The fair value of the Warrant at the dditgrant was estimated to be approximatel
$607,000 using the Monte Carlo simulation modeis Hmount will be recorded as a warrant liabilihdany subsequent changes in fair value
of this Warrant will be recorded in current perearnings as a general and administrative expemgefollowing assumptions were used to
calculate the fair value of the warrants: dividgmeld of 0%; expected volatility of 56.29%; riskef interest rate of 0.77%; subsequent
financing probability of 75%; and an expected 6fes years.

In August 2012, we entered into a third amendmedtwaaiver to the new parent company financing agesg (the “Third Amendment”)
which, among other things, (i) permitted us to et the strategic cooperation agreement destiiedow, (ii) to make additional investme
in Fenco in an aggregate amount outstanding nex¢eed $20,000,000 at any time, (iii) added adutioeporting requirements regarding
financial reports and material notices under thategic cooperation agreement described beloww@aryed certain defaults arising as a result
of our failure to comply with certain reporting tégements until September 17, 2012, and (v) remakredSecond Amendment requirement
we maintain cash and cash equivalents of up ta0$00000. In September 2012, we obtained an additiwaiver to further extend the due d
for submitting certain financial reports to Octolie2012.
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Fenco Credit Agreeme

In connection with the acquisition of Fenco, ouwnsholly-owned subsidiaries, FAPL and Introcanbasrowers (the “Fenco Borrowers”),
entered into an amended and restated credit agréedated May 6, 2011 (the “Fenco Credit Agreempewtth Manufacturers and Traders
Trust Company as lead arranger, M&T Bank as leaddradministrative agent and the other lenders fnora to time party thereto (th&&ncc
Lenders”).Pursuant to the Fenco Credit Agreement, the Ferodérs have made available to the Fenco Borrowergodving credit facility ir
the maximum principal amount of $50,000,000 (therf€o Revolving Facility”) and a term loan in thénpipal amount of $10,000,000 (the
“Fenco Term Loan”). The availability of the Fencewlving Facility is subject to a borrowing baséa#ation consisting of eligible accounts
receivable and eligible inventory.

The Fenco Revolving Facility and the Fenco TermrLoeture on October 6, 2012, but may be acceletgied the occurrence of an
insolvency event or event of default under the Beedit Agreement. On May 11, 2012, the matwdéte of the Fenco Revolving Facility
and the Fenco Term Loan was extended to May 13.201

In August 2012, Fenco entered into a second amemdiméhe Fenco credit agreement (the “Fenco Seéonendment”) with the Fenco
lenders which, among other things, (i) extendedhéurity date to October 6, 2014, (i) amendedmizximum amount of the revolving
facility to (y) $55,000,000 for the period up todaincluding December 31, 2012 and (z) $50,000,@0@He period on or after January 1, 2013
through October 6, 2014, (iii) replaced the repaynsehedule and the amounts for the term loandoire quarterly principal payments of
$500,000 beginning on June 30, 2013 and increasifd,000,000 per quarter beginning December 313 20rough September 30, 2014, and
the remaining unpaid principal amount is due orfithed maturity date, (iv) waived certain defaudtissing as a result of Fenco’s failure to
comply with certain financial covenants and repaytiequirements until September 17, 2012, (v) medifor certain mandatory prepayments
of the term loan, and (vi) revised certain finahc@avenants regarding minimum EBITDA, minimum fixekarge coverage, unused borrowing
availability under the Fenco revolving credit fégil and maximum capital expenditures. In Septen28dr2, we obtained an additional waiver
to further extend the due date for submitting aadifinancial statements to October 1, 2012.

Strategic Cooperation Agreement

In August 2012, we entered into a revolving crstliitegic cooperation agreement (the “Agreemenith) the Supplier and FAPL. Under the
terms of the Agreement, the Supplier agreed toigeoa revolving credit line for purchases of auttim®parts and components by FAPL in an
aggregate principal amount not to exceed $22,000@ “Fenco Credit Line™)pf which $2,000,000 will only be available for aged interes
and other amounts payable (the “Obligations”). rRemt for all purchases will be due and payabled®@® after the date of the bill of lading.
Any amounts remaining unpaid following the due dailébear interest at a rate of 1% per month. Feaco Credit Line will mature on July
31, 2017. Among other things, the Agreement reguiat FAPL on an annual basis, purchase at lpgsbamately $33,000,000 of new
automotive parts and components. After July 1, 2@iel Supplier has the right to settle up to $8,000 (the “Receivable Sale Option”) of our
outstanding Obligations in exchange, at our option(i) shares of our common stock valued at $p&bshare, subject to certain adjustments
or (ii) cash in an amount equal to 135% of the am@fi the outstanding Obligations sold to us. Thkgations under the Agreement are
guaranteed by us and certain of our subsidiaries.

In connection with this Agreement, we also issugheant (the “Supplier Warrant”) to the Suppliemurchase up to 516,129 shares of our
common stock for an initial exercise price of $7p&s share exercisable at any time after two yeans August 22, 2012 and on or prior to
September 30, 2017. The exercise price is suljemdjustments, among other things, for sales ofnrcomstock by us at a price below the
exercise price. Any outstanding Obligations sethigdhe Supplier will reduce the Fenco Credit Lie are obligated to issue no more than a
aggregate of 1,032,258 shares of our common stockirinection with the Receivable Sale Option angp$er Warrant. The Obligations unc
this Agreement are subordinated to our obligatiomder the new parent company financing agreemdsat.preliminary fair value of the
warrants at the date of grant was estimated t@peoaimately $1,018,000 using the Monte Carlo saticgh model. This amount will be
recorded as a warrant liability and any subseqcleamges in fair value of this Supplier Warrant Wil recorded in current period earnings as «
general and administrative expense. The followsguaptions were used to calculate the preliminainyvalue of the warrants: dividend yield
of 0%; expected volatility of 56.28%; risk-free énést rate of 0.71%; no likelihood of subsequenrdricing; and an expected life of 5.11 years.
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Results of Operations

The following discussion and analysis should bel ieaconjunction with the financial statements ates thereto appearing elsewhere herein
The acquisition of Fenco on May 6, 2011 has hadrifcant impact on the comparability of resultsdiscussed below. As a result of this
acquisition, we reassessed and revised our segeqtting to reflect two reportable segments, notpelectrical and under-the-car product
line, based on the way we manage, evaluate anchalle report our business activities.

The following table summarizes certain key opegatiata for the periods indicated:

Rotating  Under-the-Car

Fiscal Years Ended March 31 Electrical Product Line Consolidatec
2012

Gross profit percentac 31.8% (16.0) % 7.€%
Cash flow provided by (used in) operatic $15,464,00 $ (53,952,00) $(38,488,00)
Finished goods turnover ( 6.5 3.7 4.4
Return on equity (2 - - (41.9 %
2011

Gross profit percentac 31.%% -% 31.9%
Cash flow provided by operatiol $10,735,00 $ - $ 10,735,00
Finished goods turnover ( 5.2 - 5.2
Return on equity (2 - - 11.€%
2010

Gross profit percentac 28.1% -% 28.1%
Cash flow provided by operatiol $18,347,00 $ - $ 18,347,00
Finished goods turnover ( 5.C - 5.C
Return on equity (2 - - 10.4%

(1) Finished goods inventory turnover is calculatedliwding the cost of goods sold for the year by délverage between beginning and en
non-core finished goods inventory values, for efisdal year. We believe that this provides a usafahsure of our ability to turn
production into revenue

(2) Return on equity is computed as net incometferfiscal year divided by shareholders’ equityhatbeginning of the fiscal year and
measures our ability to invest sharehol’ funds profitably.
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Fiscal 2012 Compared to Fiscal 2011

Net Sales and Gross Profit

The following table summarizes net sales and goosfit by segment for fiscal 2012 and fiscal 2011:

Fiscal Years Ended March 31

Rotating Under-the-Car
Electrical Product Line Eliminations Consolidatec

2012

Net sales to external custom
Intersegment revenue, net of ¢

Cost of goods sol

Gross profit (loss

Cost of goods sold as a percentage of net
Gross profit (loss) percenta

2011

Net sales

Cost of goods sol

Gross profit

Cost of goods sold as a percentage of net
Gross profit percentac

$178,551,00 $
1,853,00!
123,072,00
57,332,00
68.2%
31.&%

$161,285,00 $
109,903,00
51,382,00
68.1%
31.¢%

185,136,00 $ - $363,687,00
- (1,853,001 -
214,761,00 (1,853,00) 335,980,00
(29,625,00) - 27,707,00
116.0% - 92.4%
(16.0 % - 7.6%
-8 - $161,285,00
- - 109,903,00
- - 51,382,00
- - 68.1%
- - 31.9%

Net Sale:. Our consolidated net sales for fiscal 2012 ineedaby $202,402,000, or 125.5%, to $363,687,00(peoed to consolidated net se
for fiscal 2011 of $161,285,000. The increase insotidated net sales was due primarily to (i) oayNs, 2011 acquisition of Fenco which
resulted in additional net sales of $185,136,0001ar.8%, and (ii) an increase in sales to custowie$4 7,266,000 or 10.7%, primarily to the

existing customers in our rotating electrical pradine.

Cost of Goods Sold/Gross Profdur consolidated cost of goods sold as a percemtfagensolidated net sales increased during fi20aP to
92.4% from 68.1% for fiscal 2011, resulting in aresponding decrease in our consolidated gros# pericentage of 24.3% to 7.6% for fiscal

2012 from 31.9% for fiscal 2011.

» Rotating Electrical product lin

The gross profit percentage in our rotating eleatrproduct line remained relatively flat at 31.84ing fiscal 2012 compared to

31.9% during fiscal 2011.

» Underthe-car product line

The gross profit percentage in our under-the-cadyet line was negative 16.0% for fiscal 2012 repnging a negative gross profit of
$29,625,000. This negative gross profit was dygair to low net sales prices and in part to higiveduction, warehousing and
distribution costs. The net sales prices were Iqwinarily due to higher customer allowances aliddte performance

penalties. Higher production, warehousing andibistion costs were due to the increase in undeoigition of manufacturing
overhead on lower sales and production levels laa@dditional premium purchase and freight cogteeded in the improving of our
fill rates and ability to service our customers.uhs integrate the Fenco business, we are addrefsging pricing and the efficiency of
the manufacturing operations and implementing sasgings initiatives for production, warehousingd aistribution.

Our gross profit was also significantly impactedduy decision to discontinue the CV axle produntliWe substantially reduced sa
and support in December 2011, and closed the nmagtuption facility for this product line in Febrya2012. The negative gross profit
impact of the discontinued line was $10,850,000uidiag (i) the negative contribution from the pratiline in the period of

$5,332,000 and (i) the recording of the additiorslerve of $4,861,000 for the core and raw madteriantory to reduce the cost to

net realizable value.
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In addition, our gross profit during fiscal 2012asMurther impacted by (i) negative contributior$@f074,000 related to certain
additional product lines we stopped selling andpsufing in December 2011, (ii) additional costapproximately $928,000 that were
incurred in connection with the modification of @g@uct for a new customer program, (iii) contrattusstomer penalties of
$4,795,000, (iv) a one-time pricing allowance of8BlL,000, and (v) sales allowance associated Wétbtiy-back of certain products
of $1,283,000.

To improve customer service, plant productivity @andduct quality levels we also incurred additioegbenses that impacted our gi
profit percentage as follows:

* In order to improve our quality and productivigwkls, we replaced and trained a large numberrsbpeel at Fenco’s
production facilities at Monterrey, Mexico at arpagximate cost of $4,198,0(

» To expedite improvement of customer service lewgésmade certain inventory purchases above oumaozost for
$2,519,000 for inventory that was sold during fi@12, and we incurred increased inbound freigbeases of $785,0(

Finally, in connection with the Fenco acquisiti$8,746,000 was charged to cost of goods sold irunder-the-car product line
related to the entire amount of fair value stepfimventory acquired which was sold during theryeeded March 31, 2012.

Excluding the impact of the above items relatethounder-the-car product line, the gross profiffifecal 2012, would have been 1.3%. We

anticipate that the gross profit will be improvdteaimplementation of our planned cost savingsdtives for production, warehousing, and
distribution.
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Operating Expenses
The following table summarizes operating expengeselgment for the fiscal 2012 and 2011:

Rotating Under-the-Car

Fiscal Years Ended March 31, Electrical Product Line Eliminations Consolidatec
2012

General and administrati $ 20,621,000 $ 18,260,000 $ - $ 38,881,00
Sales and marketir 7,659,001 5,145,00I - 12,804,00
Research and developmt 1,765,00! - - 1,765,001
Impairment of plant and equipme - 1,031,00! - 1,031,001
Acquisition costt 713,00( - - 713,00(

Percent of net sale:

General and administrati 11.5% 9.S% - 10.7%
Sales and marketir 4.2% 2.8% - 3.5%
Research and developmt 1.C% - - 0.5%
Impairment of plant and equipme - 0.€% - 0.2%
Acquisition costt 0.4% - - 0.2%
2011

General and administrati $ 17,033,000 $ - $ - $ 17,033,00
Sales and marketir 6,537,00! - - 6,537,00!
Research and developmt 1,549,001 - - 1,549,001
Acquisition costt 879,00( - - 879,00(
Percent of net sale:

General and administratiy 10.6% - - 10.€%
Sales and marketir 4.1% - - 4.1%
Research and developmt 1.C% - - 1.C%
Acquisition costt 0.5% - - 0.5%

General and Administrativé®ur consolidated general and administrative expef®sdiscal 2012 were $38,881,000, which represant
increase of $21,848,000, or 128.3%, from generlaaministrative expenses for fiscal 2011 of $13,080. The increase of $3,588,000 in
general and administrative expenses for our rajatlactrical product line during fiscal 2012 wasmrily due to (i) $1,292,000 of professiol
services and travel incurred in connection with Benco operations, (ii) $780,000 of incentive pagtaenade to certain employees in
connection with our Fenco acquisition, (iii) $39@000f increased professional services , (iv) a tds¥476,000 recorded due to the changes in
the fair value of forward foreign currency exchawgetracts, compared to a loss of $162,000 recadedg fiscal 2011, and (v) $303,000 of
decreased amortization of the deferred gain onlsakeback transactions.

General and administrative expenses for the udecar product line during fiscal 2012 were $18,260, and were primarily attributable to
() $7,856,000 of employee-related expenses, 4ii%#$6,000 of professional services fees and othreswdting fees, (i) $1,965,000 of
depreciation and amortization of intangible asg@t$$325,000 of bank financing charges, and @7,$00 for legal and professional fees
incurred in connection with the Fenco Credit Agreein

Sales and MarketingOur consolidated sales and marketing expensdiséal 2012 increased $6,267,000, or 95.9%, tq&¥2000 from
$6,537,000 fiscal 2011. The increase of $1,122f681@ our rotating electrical product line was dugmarily to (i) $343,000 of increased
commissions due to increased sales, (ii) $314,00@cceased employee-related expenses, (i) $2Z8Bd increased travel and professional
services incurred in connection with our Fenco apens, (iv) the benefit from the reversal of $T8K) of commission expenses during the
prior year in connection with our August 2009 asiiion as certain sales thresholds were not met(@n$104,000 of increased trade show
expense.

36




Table of Content

Sales and marketing expenses for the under-thproduct line were $5,145,000 and primarily inclge1,796,000 of employee-related
expenses, (ii) $1,482,000 of advertising expen§gs$980,000 of sales commissions and agent faed,(iv) $873,000 of travel expenses.

Research and Developme. Our consolidated research and development expémseased by $216,000, or 13.9%, to $1,765,000dcal
2012 from $1,549,000 for fiscal 2011. The increiaseesearch and development expenses in our rgtatéctrical product line was due
primarily to (i) $128,000 of increased supplies exge, (ii) $61,000 of increased travel, and (8P 00 of increased employee-related
expenses during fiscal 2012.

Impairment of plant and equipme. Represents the write-off of the carrying amourtlant and equipment as we discontinued the C¥ axl
product line and shut-down the related facilitydtesd in Bedford, New Hampshire during fiscal 2012.

Acquisition Cost. We incurred $713,000 of legal and professionasfi@ connection with the Fenco acquisition dufiagal 2012.
I nterest Expense

Interest ExpenstReflecting our increased leverage as a resulteofitiguisition of Fenco and the increase in thedinair business, net
consolidated interest expense for fiscal 2012 esed $8,900,000, or 166.2%, to $14,255,000 fror@386000 fiscal 2011. This increase in net
interest expense was primarily attributable tan{i@rest expense incurred on the outstanding lademibes and the cost of receivables being
discounted under the receivable discount progranmbdunder-the-car product line since our acqoision May 6, 2011 and (ii) increased
outstanding loan balances and higher interest natesred by the rotating electrical product lingridg fiscal 2012.

Provision for | ncome Taxes

Income Ta». Our income tax expense was $6,772,000 and $080%uring fiscal 2012 and 2011, respectively, ffecéve rate of (16%) and
39% for fiscal 2012 and 2011, respectively. Thenarly change in the effective tax rate was due taewpgnizing income tax benefits related
to the net losses of the Fenco operations. Incamesxtpense, excluding the net losses of the Fepembtons, reflect income tax rates higher
than the federal statutory tax rates primarily thustate income taxes, which were partially offsethe benefit of lower statutory tax rates in
other foreign taxing jurisdictions.

In addition, any potential future income tax betsefissociated with the net loss we incurred fromcBeperations during fiscal 2012 was not
recognized due primarily to our assessment oféhewverability of these tax benefits. We have predlid valuation allowance against these ne
operating loss carryforwards as we determineditiignot more likely than not that the deferredetswill be realized. During fiscal 2012, we
recorded $165,000 of income tax expense specificelated to the Fenco subsidiaries located in kt®xa separate tax jurisdiction.
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Fiscal 2011 Compared to Fiscal 2010

Net Sales and Gross Profit

The following table summarizes net sales and goosfit by segment for fiscal 2011 and 2010:

Rotating Under-the-Car

Fiscal Years Ended March 31 Electrical Product Line  Eliminations Consolidatec
2011

Net sales $161,285,00 $ - $ - $161,285,00
Cost of goods sol 109,903,00 - - 109,903,00
Gross profit 51,382,00 - - 51,382,00
Cost of goods sold as a percentage of net 68.1% - - 68.1%
Gross profit percentac 31.%% - - 31.%
2010

Net sales $147,225,00 $ - $ - $147,225,00
Cost of goods sol 105,898,00 - - 105,898,00
Gross profit 41,327,00 - - 41,327,00
Cost of goods sold as a percentage of net 71.%% - - 71.%%
Gross profit percentac 28.1% - - 28.1%

Net Sale:. Net sales during fiscal 2011 increased by $1481) or 9.6%, to $161,285,000 compared to nesshleng fiscal 2010 of
$147,225,000. The increase in our net sales wasapity due to increased sales to our existing awel new customers we acquired during
fiscal 2011, In addition, our fiscal 2011 net sakftect the full year impact of net sales to custos we acquired as a result of our August 200
acquisition. Also, we recorded revenue, net of,anfs$378,000 in connection with our consignmentagent.

Cost of Goods Sold/Gross Profiiost of goods sold as a percentage of net salesasl during fiscal 2011 to 68.1% from 71.9% sodl
2010, resulting in a corresponding increase ingoass profit percentage of 3.8% to 31.9% duringafi2011 from 28.1% during fiscal 2010.
The increase in the gross profit percentage wasguily due to lower per unit manufacturing costsimly fiscal 2011 as compared to fiscal
2010.
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Operating Expenses
The following table summarizes operating expengeselgment for the fiscal 2011 and 2010:

Rotating Under-the-Car

Fiscal Years Ended March 31, Electrical Product Line  Eliminations Consolidatec
2011

General and administrati $ 17,033,00 $ - $ - $ 17,033,00
Sales and marketir 6,537,001 - - 6,537,001
Research and developmt 1,549,00! - - 1,549,00!
Acquisition costt 879,00( - - 879,00(

Percent of net sale:

General and administrati 10.€% - - 10.€%
Sales and marketir 4.1% - - 4.1%
Research and developmt 1.C% - - 1.C%
Acquisition costs 0.5% - - 0.5%
2010

General and administrati $ 15,389,000 $ - $ - $ 15,389,00
Sales and marketir 6,019,001 - - 6,019,001
Research and developmt 1,421,001 - - 1,421,001
Acquisition costs 191,00( - - 191,00(

Percent of net sale:

General and administrati 10.5% - - 10.5%
Sales and marketir 4.1% - - 4.1%
Research and developmt 1.C% - - 1.C%
Acquisition costs 0.1% - - 0.1%

General and Administrativé®ur general and administrative expenses duringlfd@11 were $17,033,000, which represents anaseref
$1,644,000, or 10.7%, from general and administeatixpenses during fiscal 2010 of $15,389,000. iftiease in general and administrative
expenses was primarily due to the following: (Ipss of $162,000 recorded due to the changes ifathealue of foreign exchange contracts
compared to a gain of $1,565,000 during fiscal 2Qi10$259,000 of increased general and admirtisgaxpenses at our offshore
manufacturing facilities due primarily to increaggofessional services fees and other consultiag, fgiii) $217,000 of decreased amortizatior
of the gain on the sale-leaseback transaction(igh#152,000 of increased expenses which primaeilgted to travel in connection with our
Fenco acquisition. These increases were partleDffg a decrease in bad debt expense as we recamtedision for bad debt expense of
$898,000 in the prior year compared to a recovéfs8,000 in the current year.

Sales and MarketingOur sales and marketing expenses during fischl fcreased $518,000, or 8.6%, to $6,537,000 $61019,000 during
fiscal 2010. This increase was due primarily tar(¢reased travel expense, (ii) the full year impc¢he compensation for the employees as a
result of our August 2009 acquisition, (iii) inceea trade show expense, and (iv) increased aduagrégpense during fiscal 2011. These
increases in sales and marketing expenses weiallyaoffset by decreased catalog expenses dursoglf2011.

Research and DevelopmeOur research and development expenses increasgtPBy000, or 9.0%, to $1,549,000 during fiscal 2fdin
$1,421,000 during fiscal 2010. The increase inaegeand development expenses was due primarihcteased employee-related expenses
and fees for consulting services during fiscal 2011

Acquisition cost.. Our acquisition costs were $879,000 during figtHl1 compared to $191,000 during fiscal 2010. f3eal 2011 acquisition

costs were incurred in connection with our seclwads in the approximate aggregate amount of $40863o Fenco and the acquisition of
Fenco on May 6, 2011.
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Gain on acquisition During fiscal 2010, we recorded a gain of $1,880,in connection with the acquisition of certagsets of Reliance as the
estimated fair value of the net assets acquiredesied the fair value of the consideration transterr

Interest Expense

Interest ExpenstOur interest expense, net of interest income oDEWD, during fiscal 2011 was $5,355,000. Thisesents an increase of
$645,000 over interest expense of $4,710,000 ddisegl 2010. This increase was primarily attrithlésto a higher balance of receivables
being discounted under the receivable discountrprog during fiscal 2011 compared to fiscal 2010s Ticrease in net interest expense was
partly offset by a decrease in interest expensariad on the lower average outstanding balancesiorevolving loan and capital lease
obligations during fiscal 2011.

Provision for Income Taxes

Income Tav. In fiscal 2011, we recorded income tax expens&/g809,000 compared to income tax expense of 8108 in fiscal 2010, an
effective rate of 39.0% and 35.4% for fiscal 20h@l 2010, respectively. The primary reason foriticeease in the effective tax rate was
because the benefit of lower statutory tax ratderigign taxing jurisdictions was not as significamfiscal 2011 when compared to the prior
year. Offsetting the increase in the effective nahs an increase in the income apportioned tessteith lower tax rates, which decreased
domestic effective rate. As a result of the deseda the domestic effective tax rate, we revalugddeferred tax assets to reflect the lower
value of deductions taken for book purposes, btiyaballowed for tax purposes. The change irdigferred tax rate resulted in a reduction of
the net deferred tax assets of $558,000. This athveas charged to income tax expense in fiscal 2011.

Liquidity and Capital Resources

Motorcar Parts of America, Inc. and its subsidi(he “Company” or “MPA”") remanufacture, produeed distribute automobile parts for
import and domestic cars, light trucks, heavy dagrjcultural and industrial applications. Thegslaeement parts are sold for use on vehicles
after initial vehicle purchase. These automotivespare sold to automotive retail chain storeswmartehouse distributors throughout the North
America and to major automobile manufacturers.

Overview

At March 31, 2012, we had negative working capmfe$2,188,000, a ratio of current assets to cufiahbilities of 1:1, and cash of $32,617,0
compared to working capital of $1,395,000, a raficurrent assets to current liabilities of 1:1daash of $2,477,000 at March 31, 2011.

In accordance with our core accounting policiesclassify all of our core inventories as long-teassets and the portion of core liability
related to the core inventory purchased and ostietves of our customers, are recorded as longitahifities. These accounts are therefore
excluded from the working capital and current raédculations. We do not recognize revenue or ¢teted cost of sales from the sale of
Remanufactured Cores; however, we do invoice afidatdor the core value. These accounts receivafileunts are classified as short-term
assets. In addition, upon the sale of a RemanuttiCore, a core liability is created to recorl dbligation to provide our customer with a
credit upon the return of a like core by the cugtantSince the return of a core is based on tleeafad remanufactured automobile part to an
end user of our customer, the offset to this ciatality generated by its return to us by our custo is usually followed by the sale of a
replacement remanufactured auto part, and thust@pof the core liability is continually outstaind and is recorded as long-term. The long-
term core inventory as of March 31, 2012 was $1@8.300 compared to $80,558,000 at March 31, 20té.ldng-term core liability as of
March 31, 2012 was $113,702,000. There was no femg-core liability balance at March 31, 2011.

During fiscal 2012, we used cash generated byatating electrical segment, from our use of redgliwaiscount programs with certain of our

major customers, and our loans as our primary ssu€liquidity. These sources were primarily usecepay the Old Parent Company Term
Loan and pay for the capital expenditure obligation
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In January 2012, we replaced the Old Parent Com@aegit Agreement by entering into the New Paremi@any Financing Agreement witl
syndicate of lenders, Cerberus Business Financ€, Bk collateral agent, and PNC Bank, National Aission, as administrative agent (the
“New Parent Company Loans”). The New Parent Comparans consist of: (i) term loans aggregating $36,000 (the New Parent Compal
Term Loans”) and (ii) revolving loans of up to $200,000, subject to borrowing base restrictionsafd0,000,000 sublimit for letters of
credit (the “New Parent Company Revolving LoansThe lenders hold a security interest in substhy@d of the assets of our rotating
electrical segment. As permitted by the New Pa@amhpany Financing Agreement, we subsequently r&i&&¢00,000 of capital. The New
Parent Company Financing Agreement permits usvesinup to $20,000,000 in Fenco.

The New Parent Company Term Loans require quanpeigipal payments of $250,000 beginning on Ocatdhe012 through July 1, 2013,
and quarterly principal payments of $1,000,000 feigig on October 1, 2013. The New Parent Compamn&aonature on January 17, 2017.

In April 2012, we entered into a Subscription Agrnemit and a Registration Rights Agreement to ralse(®4,000 in gross proceeds and net
proceeds of $14,100,000 after expenses, througivatg placement of our common stock. Pursuariiédérms of the Subscription Agreem:
certain accredited investors purchased an aggref)at836,000 shares of common stock in a privégegment exempt from registration under
the Securities Act in reliance upon Rule 506 of iRaton D, for a purchase price of $7.75 per shéfe.plan to use the proceeds to enhanc
integration of our Fenco acquisition and for geheoaporate purposes.

In May 2012, we entered into the Second Amendmeat®rrowed an additional $10,000,000, for an aggpes of $85,000,000, in term loans.
The Second Amendment, among other things, modifiednterest rates per annum applicable to the Al@éMNew Parent Company Term
Loans. The Amended New Parent Company Term Loalhgedr interest at rates equal to, at our optaitier LIBOR plus 8.5% or a base rate
plus 7.5%. The Amended New Parent Company Termd.oequire quarterly principal payments of $250,860inning on October 1, 2012
and increase to $600,000 per quarter on April 1328nd to $1,350,000 on October 1, 2013 until i@ faturity date. Among other things,
the Second Amendment provides for certain amenideddial covenants, and requires that we maintasih @and cash equivalents of up to
$10,000,000 in the aggregate until our obligatiarth respect to a significant supplier have ceased.

In connection with the Second Amendment, we alsoad the Warrant to Cerberus Business Finance, Pu&uant to the Warrant, Cerberus
Business Finance, LLC, may purchase up to 100,b86es of our common stock for an initial exercigegof $17.00 per share for a period of
five years. The exercise price is subject to ddjests, among other things, for sales of commocksty us at a price below the exercise price
Further, if the exercise price of the Warrant guged, then the number of common stock sharesrthatoe purchased upon the exercise of th
Warrant will be increased so that the aggregateceseeprice of the Warrant after the adjustmetitiéssame as the aggregate exercise price
prior the adjustment of $1,700,000. The fair vadfithe Warrant at the date of grant was estimaidsktapproximately $607,000 using the
Monte Carlo simulation model. This amount will lezorded as a warrant liability and any subsequesut@es in fair value of this Warrant will
be recorded in current period earnings as a geaathhdministrative expense. The following assuomgtivere used to calculate the fair value
of the warrants: dividend yield of 0%; expectedatitity of 56.29%; risk-free interest rate of 0.77%tibsequent financing probability of 75%;
and an expected life of 5 years.

In August 2012, we entered into the Third Amendnveinich, among other things, (i) permitted us toeeimto the strategic cooperation
agreement with our Supplier, (ii) to make additlanaestments in Fenco in an aggregate amountandgtg not to exceed $20,000,000 at any
time, (iii) added additional reporting requiremerggarding financial reports of auditors and materbtices under the strategic cooperation
agreement described below, (iv) waived certainaéesarising as a result of our failure to complghacertain reporting requirements until
September 17, 2012, and (v) removed the Second dment requirement that we maintain cash and casiagnts of up to $10,000,000. In
September 2012, we obtained an additional waivéurtber extend the due date for reporting requérts to October 1, 2012.
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In August 2012, Fenco entered into the Fenco Sefonehdment with the Fenco lenders which, amongrdttiags, (i) extended the maturity
date to October 6, 2014, (ii) amended the maximomaumt of the revolving facility to (y) $55,000,068 the period up to and including
December 31, 2012 and (z) $50,000,000 for the garioor after January 1, 2013 through October #42(ii) replaced the repayment
schedule and the amounts for the term loan to reqquiarterly principal payments of $500,000 begigron June 30, 2013 and increasing to
$1,000,000 per quarter beginning December 31, 2@bBigh September 30, 2014, and the remaining dnpaicipal amount is due on the
final maturity date, (iv) waived certain defaultisang as a result of Fenco’s failure to complylwéertain financial covenants and reporting
requirements until September 17, 2012, (v) providedaertain mandatory prepayments of the term lead (vi) revised certain financial
covenants regarding minimum EBITDA, minimum fixdubege coverage, unused borrowing availability uniderFenco revolving credit
facility, and maximum capital expenditures. In apber 2012, we obtained an additional waiver tthirextend the due date for submitting
audited financial statements to October 1, 2012.

In August 2012, we entered into the Agreement WithSupplier and FAPL. Under the terms of the Agreset, the Supplier agreed to provide
the Fenco Credit Line in an aggregate principal @mhoot to exceed $22,000,000 of which $2,000,0000nly be available for accrued
interest and other amounts payable. Payment fauathases will be due and payable 120 days &itedate of the bill of lading. Any amounts
remaining unpaid following the due date will beaterest at a rate of 1% per month. The Fenco Cldmalit will mature on July 31, 2017.
Among other things, the Agreement requires that [FAR an annual basis, purchase at least approxiyr&8,000,000 of new automotive
parts and components. After July 1, 2014, the Sepphs the right to exercise the Receivable Sako®, under which the Supplier may settle
up to $8,000,000 of our outstanding Obligationsxohange, at our option, for (i) shares of our cammstock valued at $7.75 per share, sut
to certain adjustments, or (ii) cash in an amogpiaéto 135% of the amount of the outstanding Gitians sold to us. The Obligations under
the Agreement are guaranteed by us and certaiarcfusidiaries.

In connection with this Agreement, we also issuredlSupplier Warrant to the Supplier to purchastoufil6,129 shares of our common stock
for an initial exercise price of $7.75 per sharereisable at any time after two years from Aug&stZD12 and on or prior to September 30,
2017. The exercise price is subject to adjustmamt®ng other things, for sales of common stockdgtwa price below the exercise price. Any
outstanding Obligations settled by the Supplief witluce the Fenco Credit Line. We are obligateidguoe no more than an aggregate of
1,032,258 shares of our common stock in connegtitinthe Receivable Sale Option and Supplier Warraine Obligations under this
Agreement are subordinated to our obligations utftienew parent company financing agreement. Tékngnary fair value of the warrants at
the date of grant was estimated to be approxim&Eg@18,000 using the Monte Carlo simulation mod€his amount will be recorded as a
warrant liability and any subsequent changes invigiue of this Warrant will be recorded in currestiod earnings as a general and
administrative expense. The following assumptiorsenused to calculate the preliminary fair valu¢hef warrants: dividend yield of 0%;
expected volatility of 56.28%; risk-free intereata of 0.71%; no likelihood of subsequent financergd an expected life of 5.11 years.

We believe our cash and short-term investmentsaoid huse of receivable discount programs with gedfour major customers, amounts
available under our credit agreements, amountsadlaiunder the strategic cooperation agreemedttl@proceeds from the issuance of our
common stock are sufficient to satisfy our expedtedre working capital needs, repayment of theentrportion of our term loans, capital
lease commitments, and capital expenditure obbigatover the next twelve months. However, our @ghid continue to meet such liquidity
needs is subject to and will be affected by casized in operations, including our under-the-cesquct line turnaround plan, continued
general economic conditions, uncertain industryd@oons, and the financial condition of our customand suppliers.
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Cash Flows

Net cash used in operating activities was $38,488during fiscal 2012 compared to net cash provldedperating activities of $10,735,0
during fiscal 2011. The rotating electrical segmanaivided cash from operations of $15,464,000 & #&35,000 during fiscal 2012 and 2011,
respectively. The significant changes in our opegaactivities for the rotating electrical segmemtre due primarily to an increase in accounts
payable in connection with the inventory provided~enco, and an increase in our income tax ligdsliin fiscal 2012 compared to prepaid
income taxes in fiscal 2011. These increases wandy/ffset by the increased inventory levelsigtél 2012 compared to fiscal 2011.
Subsequent to our acquisition of Fenco on May &120ash of $53,952,000 was used in operationsiofioder-the-car product line segment
due primarily to (i) the operating loss incurredthis segment of $62,814,000, adjusted for non-chsinges and (ii) a decrease in accounts
receivable of $9,630,000.

Net cash used in investing activities was $1,591 &@d $6,723,000 during fiscal 2012 and 2011, tspy. Our capital expenditures for ¢
rotating electrical segment during fiscal 2012 aad1 was $1,010,000 and $1,566,000, respectiveimapily related to the purchase of
equipment for our manufacturing facilities. In agzh, our prior year investing activities includégt secured loan made to Fenco of $4,86:
prior to the acquisition on May 6, 2011, and thgrpant of the purchase price holdback of $464,00tbimection with our acquisition of
Automotive Importing Manufacturing, Inc.

Net cash provided by financing activities was $82,000 during fiscal 2012 compared to net cash usédancing activities of $2,790,0(
during fiscal 2011. The rotating electrical segnmatvided cash from financing activities of $61,(8ID during fiscal 2012, compared to the
net cash used in financing activities of $2,790,80fng fiscal 2011. The cash provided from finagcactivities was used primarily to finance
Fenco, repay the Old Parent Company Term Loanddiitian, Fenco increased their credit facility Hy0$000,000 which was used for working
capital.

Capital Resources

Debt

We have two outstanding credit agreements andategic cooperation agreement as described below.

Parent Company Credit Agreeme

Our revolving credit and term loan agreement, asrated, (the “ Old Parent Company Credit Agreememtith Union Bank, N.A. and Branch
Banking & Trust Company, allowed us to borrow umttotal of $60,000,000 (the “Old Parent Compangd@rFacility”). The Old Parent
Company Credit Facility was comprised of (i) a feiry facility with a $7,000,000 letter of creditis-facility and (ii) a term loan. We were
able to borrow on a revolving basis up to an ameguial to $50,000,000 minus all outstanding leiferredit obligations (the “Old Parent
Company Revolving Loan”). The term loan was in phi@cipal amount of $10,000,000 (the “Old Parentpany Term Loan”).

The Old Parent Company Term Loan was schedulecatanmin October 2014 and required principal pays1en$500,000 on a quarterly
basis. The Old Parent Company Revolving Loan whedwded to expire in October 2012 and providechaoption to request up to two one-
year extension:

In January 2012, we replaced the Old Parent Com@aeglit Agreement by entering into a new parentmamny financing agreement (theéw
Parent Company Financing Agreement”) with a syrdicd lenders, Cerberus Business Finance, LLCobateral agent, and PNC Bank,
National Association, as administrative agent “New Parent Company Loans”). The New Parent Comparans consist of: (i) term loans
aggregating $75,000,000 (the “New Parent CompamgnTeans”) and (ii) revolving loans of up to $2000000, subject to borrowing base
restrictions and a $10,000,000 sublimit for let@frsredit (the “New Parent Company Revolving Lg&ng he lenders hold a security interest
in substantially all of the assets of our rotatectrical segment. As permitted by the New Pa@arhpany Financing Agreement, we
subsequently raised $15,000,000 of capital. The Rarent Company Financing Agreement permits usvest up to $20,000,000 in Fenco.

The New Parent Company Term Loans require quanpeigipal payments of $250,000 beginning on Ocatdhe012 through July 1, 2013,
and quarterly principal payments of $1,000,000 feigig on October 1, 2013. The New Parent Compamn&aonature on January 17, 2017.
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The New Parent Company Loans bear interest, aefeeence rate, plus an applicable margin, oreftrodollar rate, plus an applicable per
annum margin, as selected by us. The applicablaarm margins for the New Revolving Loans are 2i&&seference rate loans and 3.0%
for Eurodollar rate loans. The applicable per anmoangins for the New Term Loans are 7.0% for refeeerate loans and 8.0% for Eurodollar
rate loans. Additionally, we are subject to a 06 annum fee on the unused portions of the NevoRigyg Loans.

The New Parent Company Financing Agreement, amdmgy things, requires us to maintain certain finanzovenants including a maximum
senior leverage ratio, a minimum fixed charge cagerratio, and minimum consolidated earnings bdfaegest, income tax, depreciation and
amortization (“EBITDA”"). We were in compliance witil financial covenants under the New Parent Camfanancing Agreement as of
March 31, 2012.

A portion of the proceeds from the New Parent Camgpeerm Loans was used to repay all amounts outstgrunder the Old Parent Compse
Credit Facility, and the Old Parent Company Créditeement was terminated.

There was no outstanding balance on the parentaoymgvolving loans at March 31, 2012 or at Marth2011. As of March 31, 2012,
$16,233,000 was available under the New Parent @ognRevolving Loans. We had reserved $626,000t&rdby letters of credit for
workers’ compensation insurance and $2,338,00@dommercial letters of credit as of March 31, 201the New Parent Company Revolving
Loans.

In May 2012, we entered into the Second Amendmeatt®rrowed an additional $10,000,000, for an aggpes of $85,000,000, in term loans.
The Second Amendment, among other things, modifiednterest rates per annum applicable to the Al@éMNew Parent Company Term
Loans. The Amended New Parent Company Term Loalhgedr interest at rates equal to, at our optadtier LIBOR plus 8.5% or a base rate
plus 7.5%. The Amended New Parent Company Term 4 oequire quarterly principal payments of $250,680inning on October 1, 2012
and increase to $600,000 per quarter on April 1328nd to $1,350,000 on October 1, 2013 until i@ faturity date. Among other things,
the Second Amendment provides for certain amenideddial covenants, and requires that we maintasi @and cash equivalents of up to
$10,000,000 in the aggregate until our obligatiarth respect to a significant supplier have ceased.

In August 2012, we entered into the Third Amendnveinich, among other things, (i) permitted us toeeimto the strategic cooperation
agreement with our Supplier, (ii) to make additiongestments in Fenco, (iii) added additional nejpg requirements regarding financial
reports and material notices under the strategipemtion agreement described below, (iv) waivethoedefaults arising as a result of our
failure to comply with certain reporting requirentenntil September 17, 2012, and (v) removed theosd Amendment requirement that we
maintain cash and cash equivalents of up to $1(000In September 2012, we obtained an additivaaler to further extend the due date
reporting requirements to October 1, 2012.

Fenco Credit Agreeme

In connection with the acquisition of Fenco, ouwnsholly-owned subsidiaries, FAPL and Introcanbasrowers (the “Fenco Borrowers”),
entered into an amended and restated credit agréedated May 6, 2011 (the “Fenco Credit Agreempewtth Manufacturers and Traders
Trust Company as lead arranger, M&T Bank as leaddradministrative agent and the other lenders fiora to time party thereto (thé&&ncc
Lenders”).Pursuant to the Fenco Credit Agreement, the Ferodérs have made available to the Fenco Borrowergodving credit facility ir
the maximum principal amount of $50,000,000 (theri€o Revolving Facility”) and a term loan in thénpipal amount of $10,000,000 (the
“Fenco Term Loan”). The availability of the Fencewlving Facility is subject to a borrowing baséa#ation consisting of eligible accounts
receivable and eligible inventory. At March 31, 20&approximately $890,000 was available under #recB Revolving Facility.

The Fenco Revolving Facility and the Fenco TermrLoeture on October 6, 2012, but may be acceletgied the occurrence of an

insolvency event or event of default under the Beedit Agreement. On May 11, 2012, the matwdéte of the Fenco Revolving Facility
and the Fenco Term Loan was extended to May 13.201
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As of March 31, 2012, $48,884,000 of the Fenco Rewg Facility was outstanding, $712,000 was resdrfor standby commercial letters of
credit and $372,000 was reserved for certain exgens addition, $1,000,000 of this Fenco Revoliagility was reserved for Canadian
operations use. The Fenco Lenders hold a secutéyest in substantially all of the assets of théau-the-car product line segment.

The Fenco Borrowers may receive advances unddfgheo Revolving Facility by any one or more of fibléowing options: (i) swingline
advances in Canadian or US dollars; (ii) Canad@adprime-based loans; (iii) US dollar base fagmns; (iv) LIBOR loans; or (v) letters of
credits.

The Fenco Credit Agreement, among other thingsjires the Fenco Borrowers to maintain certain foi@covenants. As of March 31, 2012,
the Fenco Borrowers were in compliance with alafinial covenants under the Fenco Credit Agreement.

The Fenco Term Loan bears interest at the LIBOphitg an applicable margin. Outstanding advancesiutihe Revolving Facility bear inter:
as follows:

(i in respect of swingline advances in Canadiallars and Canadian dollar prime-based loan$eateference rate announced by
the Royal Bank of Canada plus an applicable ma

(i)  inrespect of swingline advances in USlaid and US dollar base rate loans, at a baséwaieh shall be equal to the highest
(x) M&T Bank’s prime rate, (y) the Federal Funds Rate S of 1%, or (z) the one month LIBO rate) plus an aglile margin

(i) in respect of LIBOR loans, at the LIBO rate plusagplicable margir

In August 2012, Fenco entered into a second amemdiméhe Fenco credit agreement with the Fencddenwhich, among other things, (i)
extended the maturity date to October 6, 2014afnended the maximum amount of the revolving figcib (y) $55,000,000 for the period up
to and including December 31, 2012 and (z) $50@@®Dfor the period on or after January 1, 2013ufhoOctober 6, 2014, (iii) replaced the
repayment schedule and the amounts for the termteequire quarterly principal payments of $500,beginning on June 30, 2013 and
increasing to $1,000,000 per quarter beginning Baez 31, 2013 through September 30, 2014, ancethaining unpaid principal amount is
due on the final maturity date, (iv) waived certdafaults arising as a result of Fenco’s failuredmply with certain financial covenants and
reporting requirements until September 17, 201pp(wvided for certain mandatory prepayments oftémen loan, and (vi) revised certain
financial covenants regarding minimum EBITDA, minim fixed charge coverage, unused borrowing avditialinder the Fenco revolving
credit facility, and maximum capital expendituresSeptember 2012, we obtained an additional wdivéurther extend the due date for
submitting audited financial statements to Octdhe2012.

Strategic Cooperation Agreement

In August 2012, we entered into the Agreement WithSupplier and FAPL. Under the terms of the Agrest, the Supplier agreed to provide
the Fenco Credit Line in an aggregate amount nekteed $22,000,000 of which $2,000,000 will orgyavailable for accrued interest and
other amounts payable. Payment for all purchask®evdue and payable 120 days after the dateeobithof lading. Any amounts remaining
unpaid following the due date will bear interesaatite of 1% per month. The Fenco Credit Line mgiture on July 31, 2017. Among other
things, the Agreement requires that FAPL on an ahbasis, purchase at least approximately $33,00000new automotive parts and
components. After July 1, 2014, the Supplier hagitht to exercise the Receivable Sale Option undéch the Supplier may settle up to
$8,000,000 of our outstanding Obligations in exgjegrat our option, for (i) shares of our commortkstealued at $7.75 per share, subject to
certain adjustments, or (ii) cash in an amount emua35% of the amount of the outstanding Obligiagi sold to us. The Obligations under the
Agreement are guaranteed by us and certain ofubsidiaries.
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Our ability to comply in future periods with theaéincial covenants in the New Parent Company Load$-anco Credit Agreement, will
depend on our ongoing financial and operating parémce, which, in turn, will be subject to econornditions and to financial, business
other factors, many of which are beyond our cordral will be substantially dependent on the selfiiges and demand for our products,
customer demands for marketing allowances and eotiraressions, raw material costs, and our abditguiccessfully implement our overall
business strategy, including the integration of eemmco acquisition. If a violation of any of theveoants occurs in the future, we would atte
to obtain a waiver or an amendment from our lendetie Fenco Lenders, as applicable. No assuigaitée given that we would be
successful in this regard.

Investment in Fenc

As of August 31, 2012, we had invested $4,946,G0&aity, $49,141,000 of debt into Fenco, whickubordinated to the Fenco Revolving
Facility.

Receivable Discount Prograr

We use receivable discount programs with certagtacuers and their respective banks. Under theggamres, we have options to sell those
customers’ receivables to those banks at a disd¢our agreed upon at the time the receivablesade These discount arrangements allow u:
to accelerate collection of customers’ receivabM#ile these arrangements have reduced our woddpdal needs, there can be no assuranc
that these programs will continue in the futurg@etast expense resulting from these programs wiaatéase if interest rates rise, if utilization
of these discounting arrangements expands or did@unt period is extended to reflect more fablr@ayment terms to customers.

The following is a summary of the receivable disggorograms:

Years Ended March 31,

2012 2011
Receivables discountt $280,278,00 $134,867,00
Weighted average da 313 33C
Weighted average discount ri 2.5% 3.£%
Amount of discount as interest expe! $ 7,072,000 $ 4,768,00

Off-Balance Sheet Arrangements

At March 31, 2012, we had no off-balance sheetrfiivag or other arrangements with unconsolidatediesr financial partnerships (such as
entities often referred to as structured financepacial purpose entities) established for purpogéacilitating off-balance sheet financing or
other debt arrangements or for other contractuedtyow or limited purposes.

Multi-year Customer Agreements

We have or are renegotiating lotegm agreements with many of our major customenslddthese agreements, which in most cases hdiz
terms of at least four years, we are designatekeasxclusive or primary supplier for specifiedezairies of remanufactured alternators and
starters. In consideration for our designation assiomer’s exclusive or primary supplier, we tgtli¢ provide the customer with a package of
marketing incentives. These incentives differ frommtract to contract and can include (i) the isseaof a specified amount of credits against
receivables in accordance with a schedule set fortie relevant contract, (i) support for a pautar customer’s research or marketing efforts
provided on a scheduled basis, (iii) discounts g@umn connection with each individual shipmenpodduct, and (iv) other marketing, resea
store expansion or product development supportsé kentracts typically require that we meet ongaiiagdards related to fulfillment, price,
and quality. Our contracts with major customersirexgat various dates through March 2019.
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The longer-term agreements both reflect and sthemgour customer relationships and business baseevér, they also result in a continuing
concentration of our revenue sources among a fgvelstomers and require a significant increasaumuse of working capital to build
inventory and increase production. This increageduymction causes significant increases in our itvégs, accounts payable and employee
base, and customer demands that we purchase #maamifactured Core inventory can be a significaatrson our available capital. In
addition, the marketing and other allowances thatypically grant to our customers in connectiothwiese new or expanded relationships
adversely impact the netarm revenues and associated cash flows from #resegements. However, we believe this incremdnisiness wil
improve our overall liquidity and cash flow fromemations over time.

Share Repurchase Program

In March 2010, our Board of Directors authorizeshare repurchase program of up to $5,000,000 odatstanding common stock from time
to time in the open market and in private transactiat prices deemed appropriate by managemerre iheo expiration date governing the
period over which we can repurchase shares unideprtbgram. During July 2010, we repurchased 14st@0es at a total cost of approxima
$89,000. Our credit agreements currently prohildhsrepurchases.

Capital Expenditures and Commitments

Our capital expenditures were $1,554,000 duringafi2012. A significant portion of these expendisirelate to the purchase of equipment for
our manufacturing facilities and improvements to Galifornia facility. We expect our fiscal 2013pital expenditure for our current operati
to be in the range of approximately $3,000,0004®@0,000. We expect to use our working capitaliandr additional capital lease obligatic
to finance these capital expenditures.

Contractual Obligations

The following summarizes our contractual obligasi@md other commitments as of March 31, 2012, bae@ffect such obligations could have
on our cash flow in future periods:

Payments Due by Perioc

Less than 2t03 4t05 More than 5
Contractual Obligations Total 1 year years years years
Capital Lease Obligations ( $ 689,000 $ 423,000 $ 266,000 $ - $ =
Operating Lease Obligations ( 25,750,00 5,262,001 8,780,001 4,063,001 7,645,00!
Revolving Loar 48,884,00 - 48,884,00 - -
Term Loan (3 95,000,00 500,00( 19,300,00 75,200,00 -
Unrecognized Tax Benefits ( - - - - -
Other Long-Term Obligations (5) 37,616,00 14,516,00 14,490,00 5,735,001 2,875,00i
Total $207,939,00 $ 20,701,000 $ 91,720,00 $ 84,998,00 $ 10,520,00

(1) Capital Lease Obligations represent amounts duerwapital leases for various types of machiney@mputer equipmer

(2) Operating Lease Obligations represent amadumsfor rent under our leases for office and wanskdacilities in North America and Asia
and for our Company automobi

(3) Includes $10,000,000 in additional term loans bead pursuant to our Second Amendment enteredrirtbay 2012

(4) We are unable to reliably estimate the timahduture payments related to uncertain tax pos#jdherefore, $3,613,000 of income taxes
payable has been excluded from the table aboveeMenwfuture tax payment accruals related to uagetax positions are included in our
balance sheets, reduced by the associated fedshattibn for state taxe

(5) Other Long-Term Obligations represent committaave have with certain customers to provide margellowances in consideration for

long-term agreements to provide products over mééfperiod. We are not obligated to provide thasgketing allowances should our
business relationships end with these custor
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ltem 7A.  Quantitative and Q ual itative Disclosures About Maket Risk

Our primary market risk relates to changes in #gerates and foreign currency exchange rates.dV@tenter into derivatives or other
financial instruments for trading or speculativepmses. As our overseas operations expand, ousaxpto the risks associated with foreign
currency fluctuations will continue to increase.

Interest rate risk

We are exposed to changes in interest rates ptinaaria result of our borrowing and receivable @list programs, which have interest costs
that vary with interest rate movements. Our criditlities bear interest at variable base ratass ph applicable margin. At March 31, 2012,
consolidated debt obligations totaled $133,884,0UAterest rates were to increase 1%, our netiahimterest expense would have increased
by approximately $1,339,000. In addition, for e&40,000,000 of accounts receivable we discount ay®riod of 180 days, a 1% increase in
interest rates would decrease our operating relsyl$50,000.

Foreign currency risl

We are exposed to foreign currency exchange risirant in our anticipated purchases and expensesrdeated in currencies other than the
U.S. dollar. We transact business in the followimigign currencies; Mexican pesos, Malaysian rirgihgapore dollar, Chinese yuan, and the
Canadian dollar. Our primary currency risk resfribgn fluctuations in the value of the Mexican pefo.mitigate this risk, we enter into
forward foreign currency exchange contracts to arge U.S. dollars for Mexican pesos. The extemtitich we use forward foreign currency
exchange contracts is periodically reviewed intlighour estimate of market conditions and the &amnd length of anticipated requirements.
The use of derivative financial instruments allavgsto reduce our exposure to the risk that theteaénet cash outflow resulting from funding
the expenses of the foreign operations will be nelte affected by changes in exchange rates. Thes&acts generally expire in a year or |
Any changes in the fair values of our forward fgrecurrency exchange contracts are reflected irentiperiod earnings. Based upon our
forward foreign currency exchange contracts relédgtiese currencies, an increase of 10% in exeheatgs at March 31, 2012 would have
increased our general and administrative expensagjroximately $1,031,000. During fiscal 2012 &9d1, a loss of $476,000 and $162,000
respectively, were recorded in general and adméatige expenses due to the change in the valueedbrward foreign currency exchange
contracts subsequent to entering into the contracts

Item 8. Finan cial Statements and Supplementary Data

The information required by this item is set faritthe consolidated financial statements, commenoimpage F-1 included herein.
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Iltem 9. Changes in and Disagree men ts with Accountants dkccounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We have established disclosure controls and preesda ensure that the information required toibelased by the Company in the reports
that it files or submits under the Securities Exaj@Act of 1934 is recorded, processed, summasarddeported within the time periods
specified in the SEC rules and forms and that suftlimation is accumulated and made known to tlieers who certify the Company’s
financial reports and to other members of senianagament and the Board of Directors as appropigaatiow timely decisions regarding
required disclosures.

Under the supervision and with the participatiommafnagement, including our Chief Executive Offic@njef Financial Officer, and Chief
Accounting Officer, we have conducted an evaluatibthe effectiveness of our disclosure controld procedures as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e). Based on this etatyaur Chief Executive Officer, Chief Financi@fficer, and Chief Accounting Officer
concluded that the MPA'’s disclosure controls aratpdures were effective as of March 31, 2012.

Inherent Limitations Over Internal Controls

Our internal control over financial reporting isséted to provide reasonable assurance regardingeliability of financial reporting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples. Because of its inherent
limitations, internal control may not prevent mé&sments. Further, an evaluation of the effectiseruf internal control may not detect
misstatements.

Management’s Report on Internal Control Over Finandal Reporting

The Company’s management is responsible for estabfj and maintaining adequate internal controf éimancial reporting as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f). Untlergupervision and with the participation of mamaget, including our Chief Executive
Officer, Chief Financial Officer, and Chief Accoimg Officer, we conducted an evaluation of the &ffeeness of our internal control over
financial reporting based on the criteria estalelisin the Internal Control — Integrated Framewaduied by the Committee of Sponsoring
Organizations of the Treadway Commission. Basethisnevaluation, management concluded that the @osip internal control over
financial reporting was ineffective as of March 20,12.

On May 6, 2011, MPA acquired Fenco, a privately-editoronto-based manufacturer, remanufacturer atdbditor of new and
remanufactured aftermarket auto parts. For additimformation regarding the acquisition, refeNote 3 in the Notes to Consolidated
Financial Statements and, Management’s DiscussidrAaalysis of Financial Condition and Results g@ie€ations, included in Item 7 of this
Annual Report. As permitted by SEC guidance, wialbbws for a onerear integration period, management has excludedplerations relate
to Fenco from its assessment of MPA internal cdmtver financial reporting as of March 31, 2012.

Since the acquisition of Fenco we have been urtaliiemely file our Quarterly Reports pursuant taen 13 or 15(d) of the Securities
Exchange Act of 1934 for the second and third quardf our fiscal 2012. As a result, we concludet bur disclosure controls and procedure:
were not effective because of the existence of @mahweakness in our internal control over finahstatement close process at Fenco.
Specifically, systems required to segregate andwattdor transactions accurately were inadequAtso, the financial policies and

procedures at Fenco did not provide for effectiversight and review of the reconciliation of aatsuat month or quarter ends. Moreover,
there is a lack of sufficient personnel with appiaie knowledge, experience and training in U.SARAand lack of sufficient analysis,
reconciliations and documentation of the applicatd U.S. GAAP to transactions. As a result, Fewes unable to complete the financial
closing process on a timely and accurate basis.
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The effectiveness of our internal control over fio@l reporting as of March 31, 2012 has been addiy the Company’s independent
registered public accounting firm, Ernst & YoungR.LTheir assessment is included in the accomparamprt of Independent Registered
Public Accounting Firm on internal control oveinégncial reporting.

Changes in Internal Control Over Financial Reporting

There were no changes in MPA’s internal controlrdireancial reporting during the fourth quarter eddMarch 31, 2012 that have materially
affected, or are reasonably likely to materiallfeaf, MPA'’s internal control over financial repaorg.

On May 6, 2011, MPA acquired Fenco, a privately-editoronto-based manufacturer, remanufacturer atdbditor of new and
remanufactured aftermarket auto parts. For additimformation regarding the acquisition, refeNote 3 in the Notes to Consolidated
Financial Statements and, Management’s Discussidraalysis of Financial Condition and Results gie@ations, included in Iltem 7 of this
Annual Report. As permitted by SEC guidance, wialbhws for a onerear integration period, management has excludedlerations relate
to Fenco from its assessment of MPA internal cdmtver financial reporting as of December 31, 2011.

Since the acquisition of Fenco we have been urtaliiemely file our Quarterly Reports pursuant teen 13 or 15(d) of the Securities
Exchange Act of 1934 for the second and third quardf our fiscal 2012. As a result, managementhasluded that our disclosure controls
and procedures were not effective because of tisteexe of a material weakness in our internalrobetver financial reporting at Fenco.
Specifically, systems required to segregate andwattdor core and other transactions accuratelyewwdequate. Also, the financial policies
and procedures applied at Fenco did not provideffective oversight and review of the reconcibatiof accounts at month or quarter ends. |
addition, the overall accounting skill set was iequate to perform key accounting controls. AssalteFenco was unable to complete the
financial closing process on a timely and accubatss.

As a result of the material weakness, we have camatka review of the internal controls over finahcgporting at Fenco and began puttin
place appropriate oversight and controls. Fromfisaal 2012 second quarter filing, we integrateel ¢bre receiving and return transactions
our financial reporting process and implementedtexthl core tracking procedures. We have alsdeddadditional personnel to review core
and other transactions.

In preparing our fiscal 2012 third quarter filirdjrect oversight by MPA management of Fenco acdogmersonnel has substantially
increased. Additional key personnel were addédiiclvhas improved the overall accounting skill dgbwever, additional accounting
resources may be required to support the consigtgfdrmance of accounting internal controls. fdegaring our fiscal 2012 annual filing, we
have improved controls over sales, purchases,viageand shipping transactions to ensure theiuision in the proper reporting period.

Integration activities, including documenting arsd@ssing Fenco internal controls over financiabrripy, continue in process. Additionally,
the Company has ongoing initiatives to standartlizeFenco financial, information technology, anéming systems. Fenco business
applications are scheduled for conversion to thé&MBsiness applications from June 2012 through Béez 2012. The initial annual
assessment of internal controls over financial mépg for the acquired business will be conductedrahe course of the fiscal year 2013.

As a result of our continuing review of Fenco opierss and finances, we did not file and do not expe file our Quarterly Reports on Form
10-Q for the quarterly periods ended June 30, 20t2September 30, 2012 in a timely manner.

ltem 9B. Other In format ion

None.
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PART III
Item 10. Directors, E xecuti ve Officers and Corpoate Governance

Our directors, their ages and present positionis ustas of September 5, 2012 are as follows:

Name Age Position with the Company

Selwyn Joffe 54 Chairman of the Board of Directors, President aht&f’Executive Office

Mel Marks 85 Director and Consultar

Scott J. Adelsol 51 Director

Rudolph J. Borneo 71 Director, Chairman of the Compensation Committes member of the Ethics

and Nominating and Corporate Governance Commi

Philip Gay 54 Director, Chairman of the Audit Committee and Eshiommittee, and
member of the Compensation and Nominating and Gatp@overnance
Committees

Duane Miller 65 Director, member of the Audit, Compensation, Etlgind Nominating and

Corporate Governance Committe
Jeffrey Mirvis 49 Director, member of the Compensation Commi

Selwyn Joffehas been our Chairman of the Board of Directorssiflent and Chief Executive Officer since Febri93. He has been a
director of our Company since 1994 and Chairmaocesibovember 1999. From 1995 until his electionigopgnesent positions, he served as a
consultant to us. Prior to February 2003, Mr. Jeftes Chairman and Chief Executive Officer of Pragaup, Inc. a company specializing in
consulting and acquisition services. From Septergbé0 to December 2001, Mr. Joffe served as Presatel Chief Executive Officer of
Netlock Technologies, a company that specialize®ouring network communications. In 1997, Mr. dafi-founded Palace Entertainment,
Inc., a roll-up of amusement parks and servedsaBriésident and Chief Operating Officer until Aug@300. Prior to the founding of Palace
Entertainment, Inc., Mr. Joffe was the Presidet @hief Executive Officer of Wolfgang Puck Food Quamy from 1989 to 1996. Mr. Joffe is
a graduate of Emory University with degrees in tisiness and Law and is a member of the bar dbthte of Georgia as well as a Certified
Public Accountant. As our most senior executive, Miffe provides the Board of Directors with indigito our business operations,
management and strategic opportunities. His histatty our Company and industry experience havehledoard of Directors to conclude that
he should serve as a director of our Company.

Mel Marks founded our Company in 1968. Mr. Marks served asGhairman of the Board of Directors and Chief Exae Officer from that
time until July 1999. Prior to founding our CompaMr. Marks was employed for over 20 years by BAdkley-Worldparts, a division of
Echlin, Inc. (one of the largest importers andrdistors of parts for imported cars), where he edras Vice President. Mr. Marks has
continued to serve as a consultant and directos tgince July 1999. Mr. Marks’s 43-year historyhwouir Company in addition to his wealth of
industry knowledge and experience have led thed®ofbirectors to conclude that he should serva dsector of our Company.

Scott J. Adelsonjoined our Board of Directors on April 11, 2008..Mwelson is also a director and member of the ecareation committee of
QAD Inc., a public software company, since ApriDBOMr. Adelson is a Senior Managing Director arididal Co-Head of Corporate Finance
for Houlihan Lokey, a leading international investmbank. During his 20 plus years with the firnt, Mdelson has helped advise hundreds o
companies on a diverse anddapth variety of corporate finance issues, inclgdirergers and acquisitions. Mr. Adelson has wrigetensivel’
on a number of corporate finance and securitiesat@n subjects. He is an active member of Boardiadctors of various middle-market
businesses as well as several recognized non-prgfizations, such as the USC Entrepreneur Rrodvl. Adelson holds a bachelor degree
from the University of Southern California and ag#a of Business Administration degree from thevdrsity of Chicago, Graduate School of
Business. Mr. Adelson’s broad business skills afqegence, leadership expertise, knowledge of cemglobal business and financial matters
have led the Board of Directors to conclude thastsuld serve as a director of our Company.
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Rudolph J. Borneojoined our Board of Directors on November 30, 20@4.. Borneo retired from R.H. Macy, Inc. on March 31, 2009. At 1
time of his retirement, his position was Vice Chan and Director of Stores of Macy’'s West, a donsbdf R.H. Macys, Inc. Mr. Borne
served as President of Macy’s California from 19891992 and President of R.H. MasyWest from 1992 until his appointment as
Chairman and Director of Stores in February 198%addition, Mr. Borneo is currently Board Chairma#nSmoke Eaters Hot Wings Inc. !
Borneo is the Chairman of our Compensation Committed a member of our Audit, Ethics and Nominatamgl Corporate Governar
Committees. Mr. Bornee’ extensive experience in management of employeemnizational management, general business aradl
knowledge and financial literacy have led the Baafr®irectors to conclude that he should serve disetor of our Company.

Philip Gay joined our Board of Directors on November 30, 2084 .chairs our Audit and Ethics Committees andrizeanber of our
Compensation and Nominating and Corporate Govem@ammittees. Mr. Gay currently serves as Manapingctor of Triple Enterprises, a
business advisory service firm that assists midsizgd companies with financing, mergers and ad@ns and strategic financing, which he
had previously managed from March 2000 until Jud@42 From June 2004 until June 2010, Mr. Gay seascresident, Chief Executive
Officer and a Director of Grill Concepts, Inc., @angpany that operates a chain of upscale casualrasits throughout the United States. From
March 2000 to November 2001, Mr. Gay served asidegendent consultant with El Paso Energy from torténe and assisted El Paso
Energy with its efforts to reduce overall operatargl manufacturing overhead costs. Previously kesbeved as chief financial officer for
California Pizza Kitchen (1987 to 1994) and Wolfgdtuck Food Company (1994 to 1996), and he hasvagidus Chief Operating Officer
and Chief Executive Officer positions at Color Ménkl and Diversified Food Group from 1996 to 2000. May is also a Certified Public
Accountant, a former audit manager at Laventholldadvath and a graduate of the London School ohBotcs. Mr. Gay's leadership
experience, general business knowledge, finaritéahty and expertise, accounting skills and coempat and overall financial acumen have
led the Board of Directors to conclude that he #thearve as a director of our Company.

Duane Miller joined our Board of Directors on June 5, 2008. Miller is currently employed by the Genesee CouRégional Chamber of
Commerce as Executive Vice President. Prior targithe Genesee County Regional Chamber of Commleeceas employed by the City of
Flint, Michigan, as the Director of Government Qgiems, from February 2009 to August 2009. Mr. Bfilietired from General Motors
Corporation in April 2008 after 37 years of servidéthe time of his retirement, Mr. Miller served executive director, GM Service and Parts
Operations (“SPQ”) Field Operations where he wapdaasible for all SPO field activities, running GMrts (OE), AC Delco (after-market)
and GM Accessories business channels, as well @sSHobal Independent Aftermarket. Mr. Miller sedson the Board of Directors of
OEConnection, an automotive ecommerce organizéticused on applying technology to provide supplgictsolutions and analysis. He
currently serves on the Boards of Directors of MelmaRegional Medical Center in Flint, Michigan @dma Civitas Foundation,
headquartered in Lansing, Michigan. His experiealse includes serving on the Boards of DirectorthefUrban League of Flint, Michigan,
the Boys and Girls Club of Flint, Michigan and fAint/Genesee County Convention and Visitor's Burddr. Miller earned a Bachelor of
Science degree in marketing from Western Michigaivelsity, and attended the Executive Developmeogiam at the University of
California Berkeley, Haas School of Business. Milldvlis a member of our Audit, Compensation, Eshéexd Nominating and Corporate
Governance Committees. Mr. Miller’s significant exignce with the automotive parts industry, comtdiméth his organizational, management
and business understanding, have led the Boardreftors to conclude that he should serve as atdiref our Company.

Jeffrey Mirvis joined our Board of Directors on February 3, 20@®. Mirvis is currently the Chief Executive Officef MGT Industries, Inc.
(“MGT"), a privately-held apparel company based os Angeles. As Chief Executive Officer of MGT, Mdirvis successfully moved all
production and sourcing to Asia. During his eleyes tenure as chief executive, Mr. Mirvis has gdimaluable knowledge of manufacturing
in Asia. Prior to joining MGT in 1990, Mr. Mirvisesved as a commercial loan officer at Union BankKafifornia following his completion of
the Union Bank of California’s Commercial LendingbBram. He earned a Bachelor of Arts degree in@mdes from the University of
California at Santa Barbara. He has been as a oantber of Wildwood School in Los Angeles and tewigh Federation in Los Angeles. |
Mirvis is a member of our Audit and Compensationmattees. Mr. Mirvis’ international business exgece, operational and production
expertise, leadership experience and organizatioaalhgement have led the Board of Directors toladeche should serve as a director of ou
Company.
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Our directors will hold office until the next anriumeeting of shareholders, or until their successwoe elected and qualified.
Corporate Governance, Board of Directors and Commiees of the Board of Directors

Board Independenc. Each of Duane Miller, Jeffrey Mirvis, Philip Gagnd Rudolph J. Borneo are independent withimkaning of the
applicable SEC rules and the NASDAQ listing staddar

Board Leadership Structul. The Board of Directors does not have a policyarding the separation of the roles of Chief Exeemu®fficer and
Chairman of the Board as the Board of Directorgebesk it is in the best interests of our Companmaie that determination based on the
position and direction of our Company and the mestiip of the Board of Directors. The roles of Chwn of the Board and Chief Executive
Officer are currently held by the same person, $eldoffe. The Board of Directors believes that Miffe’s service as both Chairman of the
Board and Chief Executive Officer is in the besérmast of our Company and its stockholders. MrieJpbssess detailed and in-depth
knowledge of the issues, opportunities and chadlerigcing our Company and its business and isibést position to develop agendas that
ensure that our Board of Directors’ time and attenare focused on the most critical matters. Wiebe that our Company has been well
served by this model because the combined roléhafr@an of the Board and Chief Executive Offices basured that our directors and seniol
management act with a common purpose and in thdriegest of our Company. This model enhancesbility to communicate clearly and
consistently with our stockholders, employees,austrs and suppliers. Although we have not desigratead director,” our Chairman of the
Board works closely with the chairs of each of committees on a variety of matters and our othexctirs, and all of our committee members
are independent within the meaning of the apple&#C rules and NASDAQ listing standards.

Boards Role in Risk OversightOur Board of Directors as a whole has respoiitsilidr risk oversight, with certain categoriesridk being
reviewed by particular committees of the Board o€Btors, which report to the full Board of Direcdas needed. The Audit Committee
reviews the financial risks, including internal tah, audit, financial reporting and disclosure taed, by discussing these risks with
management and our internal and external auditéws.Compensation Committee reviews risks relatingur executive compensation plans
and arrangements. The Nominating and Corporate t@amee Committee reviews risks related to our guaece structure and processes and
risks arising from related person transactions.|l@ach committee is responsible for evaluatinga@erisks and overseeing the management
of such risks, the entire Board of Directors isulagy informed about such risks.

Audit Committee The current members of our Audit Committee aréif*Gay, Rudolph Borneo, Duane Miller and Jeffidirvis, with Mr.

Gay serving as chairman. Mr. Mirvis became a membeur Audit Committee on June 8, 2011. Our Boafr®irectors has determined that all
of the Audit Committee members are independentiwitie meaning of the applicable SEC rules and NAQDisting standards. Our Board of
Directors has also determined that Mr. Gay is arfaial expert within the meaning of the applica®eC rules. The Audit Committee oversees
our auditing procedures, receives and accepteftmts of our independent registered public ac@nat oversees our internal systems of
accounting and management controls and makes reendations to the Board of Directors concerningageointment of our auditors. The
Audit Committee met seven times in fiscal 2012.

Compensation Committee.The current members of our Compensation Comenédte Rudolph Borneo, Philip Gay, Duane Miller detfrey
Mirvis, with Mr. Borneo serving as chairman. Then@mensation Committee is responsible for developimgexecutive compensation policies.
The Compensation Committee is also responsiblevfaluating the performance of our Chief Executi¥Bo®r and other senior officers and
making determinations concerning the salary, basvase stock options to be awarded to these offidsnember of the Compensation
Committee has a relationship that would constituténterlocking relationship with the executiveiodfs or directors of another entity. For
further discussion of our Compensation Committee,“€ompensation Committee Interlocks and Insidetiétpation.” The Compensation
Committee met seven times in fiscal 2012.
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Ethics CommitteeThe current members of our Ethics Committee aré@®iay, who serves as Chairman, Rudolph Borneolunahe Miller
The Ethics Committee is responsible for implementiur Code of Business Conduct and Ethics. No ssswese which required our Ett
Committee to meet in fiscal 2012.

Nominating and Corporate Governance Commit The current members of our Nominating and Cafeo6Governance Committee are
Rudolph Borneo, Philip Gay and Duane Miller. EaEthe members of the Nominating and Corporate Quuece Committee is independent
within the meaning of applicable SEC rules. Our Nwating and Corporate Governance Committee is resipte for nominating candidates to
our Board of Directors. Our Nominating and Corper@bvernance Committee did not meet in fiscal 2012.

In evaluating potential director nominees, inclggihose identified by shareholders, for recommeaaddb our Board of Directors, our
Nominating and Corporate Governance Committee seekgduals with talent, ability and experiencerr a wide variety of backgrounds
provide a diverse spectrum of experience and eispenrtlevant to a diversified business enterpiish s ours. Our Company does not
maintain a separate policy regarding the diversitiys board members. However, the Nominating ango@rate Governance Committee
considers individuals with diverse and varied pssfenal and other experiences for membership. Aidate should represent the interests of
all shareholders, and not those of a special istg®up, have a reputation for integrity and bking to make a significant commitment to
fulfilling the duties of a director. Our Nominatiragnd Corporate Governance Committee will screeneamatliate all recommended director
nominees based on the criteria set forth aboveetisas other relevant considerations. Our Nomitgatind Corporate Governance Committee
will retain full discretion in considering its nondtion recommendations to our Board of Directors.

Information about our non-director executive office's and significant employees

Our executive officers (other than executive officetho are also members of our Board of Directang) significant employees, their ages anc
present positions with our Company, are as follows:

Name Age Position with the Company

Kevin Daly 53 Chief Accounting Office

Steve Kratz 57 Chief Operating Office

David Lee 42 Chief Financial Office

Michael Umansky 71 Vice President, Secretary and General Cou

Our executive officers are appointed by and settkeadiscretion of our Board of Directors. A brascription of the business experience of
each of our executive officers other than executifieers who are also members of our Board of &iwes and significant employees is set
forth below.

Kevin Daly has been our Chief Accounting Officer since Febyr2f08. Prior to this, Mr. Daly served as our VResident, Controller since
he joined us in January 2006. From May 2000 ustijdined our Company, Mr. Daly served as CorpoGaatroller for Leiner Health Products
Inc., a private label manufacturer of vitamins awdr-the-counter pharmaceutical products basedisdn, California. From November 1994
until May 2000, Mr. Daly held various director lé¥imance positions at Dexter Corporation. From Bimber 1988 until October 1994, he held
various positions in the finance and controlleepdrtments of FMC Corporation, based in Chicadiopls. From June 1985 to November
1988, Mr. Daly served as Controller of Bio-logicsggms Corp. Mr. Daly is a Certified Public Accouritand worked in the firm of Laventhol
& Horwath from 1981 to 1985. Mr. Daly has a BachabScience degree in Accounting from the Univgrsf Illinois and a Master of
Business Administration degree from the UniversitChicago, Booth Graduate School of Business.
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Steve Kratz has been our Chief Operating Officer since May 2@@ior to this, Mr. Kratz served as our Vice PdesitQA/Engineering sinc
2001. Mr. Kratz joined our Company in April 1988efBre joining us, Mr. Kratz was the General ManageGKN Products Company,
division of Beck/ArnleyWorldparts. In addition to serving as our Chief éimg Officer, Mr. Kratz heads our quality assur@nresearch a
development, engineering and information technolkbgartments.

David Lee has been our Chief Financial Officer since Febr2&§8. Prior to this, Mr. Lee served as our VicesRtent of Finance and
Strategic Planning since January 2006, focusingamily on financial management and strategic plagnMr. Lee joined us in February 2005
as a Director of Finance and Strategic Planning.gtiimary responsibilities as Chief Financial Céfi@are treasury, budgeting and financial
management. From August 2002 until he joined WD, he served as corporate controller of Palatertainment, Inc., an amusement and
water park organization. Prior to this, Mr. Leecheéirious corporate controller and finance postgtifar several domestic companies and se
in the audit department of Deloitte LLP (formerlydwn as Deloitte & Touche LLP). Mr. Lee is a Céetif Public Accountant. Mr. Lee earned
his Bachelor of Arts degree in economics from tmaversity of California, San Diego, and a Master8usiness Administration degree from
the University of California Los Angeles Andersoch8ol of Management.

Michael Umansky has been our Vice President and General Counsz §amuary 2004 and is responsible for all legatersa His
responsibilities also include the oversight of HanResources. His additional appointment as Segrbsrame effective September 1, 2005.
Mr. Umansky was a partner of Stroock & Stroock &&a LLP, and the founding and managing partnetsdf@s Angeles office from 1975
until 1997 and was Of Counsel to that firm from 820 July 2001. Immediately prior to joining our@pany, Mr. Umansky was in the private
practice of law, and during 2002 and 2003, he pledilegal services to us. From February 2000 Maiich 2001, Mr. Umansky was Vice
President, Administration and Legal, of Hiho Tedogees, Inc., a venture capital financed produdevarkforce management software. Mr.
Umansky is admitted to practice law in CalifornfaddNew York and is a graduate of The Wharton Scbbéthe University of Pennsylvania ¢
Harvard Law School.

There are no family relationships among our dinects named executive officers. There are no natproceedings to which any of our
directors or executive officers or any of theirasates, is a party adverse to us or any of ousididries, or has a material interest adverse

or any of our subsidiaries. To our knowledge, noheur directors or executive officers has beenvaziad in a criminal proceeding during the
last ten years (excluding traffic violations or ganmisdemeanors), and none of our directors ecative officers was a party to any judicial
administrative proceeding during the last ten yéexsept for any matters that were dismissed witlsanction or settlement) that resulted in a
judgment, decree or final order enjoining the pefsom future violations of, or prohibiting actiigs subject to, federal or state securities I

or a finding of any violation of federal or staecarities laws.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 04188 amended, requires our directors and execuftiivers, and persons who own more t
ten percent of our common stock, to file with tHeCSinitial reports of ownership and reports of a@sin ownership of our common stock :
other equity securities. Based solely on our revdéwopies of such forms received by us, or writtepresentations from reporting persons tha
no such forms were required for those persons,elieve that our insiders complied with all applitaBection 16(a) filing requirements duri
the fiscal year ended March 31, 2012 with the feiligg exceptions: Mr. Borneo filed a Form 4 for drant of a stock option that was due on
December 2, 2011 on March 22, 2012; Mr. Gay fildebem 4 for the grant of a stock option that was do December 2, 2011 on February 7,
2012; and Richard Mochulsky, an executive offickthe Company, filed a Form 4 for the grant of @cktoption that was due on September 2,
2011 on September 9, 2011 and a Form 3 that wasm&ebruary 3, 2011 on September 9, 2011.

Code of Ethics

Our Board of Directors formally approved the creatof our Ethics Committee on May 8, 2003 and aglbgt Code of Business Conduct and
Ethics, which applies to all our officers, dire@@nd employees. The Ethics Committee is curreattyprised of Philip Gay, who serves as
Chairman, Rudolph Borneo and Duane Miller. The CafdBusiness Conduct and Ethics is filed with tf&CSand a copy is posted on our
website atvww.motorcarparts.comWe intend to disclose future amendments to eeggivisions of the code, or waivers of such priovis
granted to executive officers and directors, onwelpsite within four business days following théedaf such amendment or waivers. We will
provide a copy of the Code of Business ConductEthits to any person without charge, upon requiditesssed to the Corporate Secretary at
Motorcar Parts of America, Inc., 2929 Californiae®t, Torrance, CA 90503.
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Item 11. Executive Com pensation
Compensation Discussion and Analysis

The following discussion and analysis of compensatrrangements of our named executive officeréigoal 2012 should be read together
with the compensation tables and related disclosset forth below. This discussion contains certaiward4ooking statements that are bas
on our current plans, considerations, expectatiand determinations regarding future compensatiomgpams. Actual compensation progra
that we adopt in the future may differ materialigrh currently planned programs as summarized ia tiiécussion.

Executive Compensation Summ.

The retention of experienced, highly-capable ardicd¢ed executives is crucial to the long-term sgsmf our Company. To achieve the goal
of recruiting, retaining and motivating our exegas, our Compensation Committee has developed emalbexecutive compensation program
that rewards these employees for their contribsttorour Company.

The primary objectives of our practices with resgeexecutive compensation are to:

. Provide appropriate incentives to our executivacefs to implement our strategic business objestiard achieve the desi
company performanct

. Reward our executive officers for their contributito our success in building long-term shareholddue; and
. Provide compensation that will attract and retaipesior talent and reward performance.

Compensation Components

With our compensation objectives in mind, our exeeuofficer compensation program consists of fivenary elements: (1) base salary; (2
annual bonus; (3) long-term incentive compensatidhe form of stock options; (4) naqsalified deferred compensation arrangements; ay
coverage under our broad-based employee bendfis,pdaich as our group health and 401(k) planse&edutive perquisites.

Base SalaryBase salary is the “fixed” component of our exe@itompensation intended to meet the objectivétdaing and retaining the
executive officers of superior talent that are 13seey to manage and lead our Company.

Annual Bonus We utilize annual bonuses that are designeddwigke incentives to motivate the achievement a@fteggic business objectives,
desired company performance and individual perfoiceayoals.

Stock Option ProgramEquity awards are a part of our overall executempensation program because we believe thabagrterm
performance will be enhanced through the use oteqwards that reward our executives for maxingzamareholder value over time. We h
historically elected to use stock options that wesr time as the primary long-term equity inceatixehicle to promote retention of our key
executives. Although we have not adopted formalkstiwnership guidelines, our named directors aratetive officers currently hold a
significant portion of our fully-diluted common sfg substantially through the ownership of stockays. In determining the number of stock
options to be granted to executives, we histogdadive taken into account the individual’s posifiscope of responsibility, ability to affect
profits and shareholder value and the value othek options in relation to other elements ofititividual executive’s total compensation. In
fiscal 2011, we adopted our 2010 Incentive Awa@hPOur Compensation Committee anticipates issthiadirst equity-related grants under
the 2010 Incentive Award Plan commencing in fis22il 3.
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Deferred Compensation Benefit¥Ve offer a norgualified deferred compensation plan to selectestetive officers which provides unfund
nontax qualified deferred compensation benefits. Wikebe this program helps promote the retention wf genior executives. Participa
may elect to contribute a portion of their compdiosato the plan, and we make matching contribiioh25% of each participastelectivi
contributions to the plan up to 6% of the particid®compensation for the year. Contributions fecdll 2012 and yeand account balances
those executive officers can be found in the Nodfied Deferred Compensation table.

Other Benefits We provide to our executive officers medical Haa¢hat are generally available to our other evgpks. Executives are also
eligible to participate in our other broad-baseglayee benefit plans, such as our long and shami-tésability, life insurance and 401(k) plan.
Historically, the value of executive perquisites determined in accordance with the rules of th€ &Hated to executive compensation, has
exceeded 10% of the base salary of any of our ¢ixesu

Determination of Compensation Decisic.

The Compensation Committee is responsible for &skaibg, developing and maintaining our executieenpensation program. The role of the
Compensation Committee is to oversee our compemsatid benefits plans and policies, administereguity incentive plans and review and
approve all compensation decisions relating texdcutive officers and directors. In order for @@mpensation Committee to perform its
function, the following process for determining ewttive compensation decisions has been followed.

Determining Goals Prior to the beginning of each fiscal year, sepi@cutives and department heads meet and ebtétdiObjective Goals
Strategies and Measures (the “OGSM”) for our Corgpaihe OGSM sets forth performance goals for eagadment of our Company and
certain employees for the upcoming fiscal year. O&SM provides a basis for developing a base filmhoperating plan for the upcoming

fiscal year. The OGSM and base financial opergtiag are reviewed and approved by our Board ofdbors.

On a quarterly basis, the Board of Directors regi¢hwe actual financial performance of our Compagsirest the goals set forth in the OGSM
and the base financial operating plan. In additiba,members of the Board of Directors receiverimeeports detailing the actual financial
performance of our Company compared to these goals.

Determining Executive Compensation

Our method of determining compensation varies foaise to case based on a discretionary and sulgetermination of what is appropriate
at the time. In determining specific componentsahpensation, the Compensation Committee considdrgdual performance, level of
responsibility, skills and experience, and othenpensation awards or arrangements.

Our general policy for setting base salaries ofrmmed executive officers (the “Senior Executivés'tp only increase such salaries in the cas
of promotions or significant increases to an offeeluties and responsibilities. Such increasdsate salaries are reviewed by the
Compensation Committee on a case-by-case basisaléuy increases reflected in our Summary Compiems@iable below reflect: (i) an
adjustment to David Lee’s base salary in fiscal2@l$220,000; (ii) an adjustment to Kevin Dalyask salary in fiscal 2012 to $208,000; (iii)
an adjustment to Steve Kratz's base salary inlfa@42 to $350,000; (iv) an adjustment to Doug Scter’'s base salary in fiscal 2012 to
$250,000. In addition, the base salary for Michdmlansky was adjusted to $506,000 effective Apr212. In determining the amount of any
increases in base salaries for the Senior Exeajtive take into account such factors as: the S&niecutive’s scope of responsibilities and
level of experience; the Senior Executive’s conitifn to the financial and operating results of @@mpany; salary data for comparable
positions at the peer group companies based omtsepfoour outside consultant and salary surveg gabvided by our outside consultant; and
internal equity of salaries of individuals in comgiale positions at our Company.
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At the end of the fiscal year, department headssastheir progress against the OGSM and base falaperating plan and evaluate their
results. These self-assessments are reviewed IGhileé Executive Officer who then undertakes hisxavaluation of the executives’
performance. This involves a two-step process whetlee Chief Executive Officer evaluates: (i) owwn@pany’s actual financial performance
against the budget, taking into account eventsrttaat be beyond the control of any given Senior Hiee's performance initiatives and (ii)
each Senior Executive’s performance against his @@&als. Performance is evaluated in a non-fornsut@nner with no specific weighting
given to the performance measures. The Chief Ekecifficer considers both the financial performarnd our Company and individual
performance relative to each performance goal@Sénior Executives to develop bonus recommendatmreach Senior Executive guided
the framework of our compensation consultant’s mesgnt review.

The Compensation Committee reviews the performamatuations of the Senior Executives and asseksespecific OGSM goals and
execution of such goals for each Senior Execulite Chief Executive Officer then presents his baegemmendations for the Senior
Executives to the Compensation Committee. The Cosgt®n Committee then decides whether to approagljast these bonus
recommendations. The Compensation Committee eesadltof the factors considered by the Chief ExgelOfficer and reviews the
compensation summaries for each Senior Executiekjding base salary, bonus, equity awards (if ashgferred compensation benefits and
other benefits. In determining specific componeaiftsompensation, the Compensation Committee corssiddividual performance, level of
responsibility, skills and experience, and othenpensation awards or arrangements. These measaregauated in a non-formulaic manner
with no specific weighting given to any specifigedtives that the executives were tasked with peniiog. Based on its review and evaluation,
the Compensation Committee makes the final detextioin of the annual bonuses to be paid to the $&niecutives and reports its decision
the entire Board of Directors.

Our Compensation Committee performs an annualwegfeour compensation policies, including the appiate mix of base salary, bonuses
and long-term incentive compensation. The Comp@rs&tommittee also reviews and approves all lterga incentive compensation and ol
benefits (including our 401(k) and our non-quadfigeferred compensation plan).

Determining Chief Executive Officer Compensation

The Compensation Committee is responsible for exslg the performance of Mr. Joffe, our Chief Ex@aai Officer, and setting his annual
compensation. In determining these elements of emsgtion for Mr. Joffe, the Compensation Commitieesidered the contributions Mr.
Joffe has made to our Company both from strategicoperational perspectives. The Compensation Ctesmeviews the key operating
results and key strategic initiatives of our Compagainst the goals and base financial plan coadhiim the OGSM to determine if the Chief
Executive Officer has achieved the goal of strat@lfy enhancing our Company while maintaining falde operating metrics. The
Compensation Committee also takes into considerditie standard of living of the Los Angeles vigmit which our corporate offices are
located. The Compensation Committee separatelpwesvall relevant information, including reports yicked by its outside consultant, and
arrives at its decision for the Chief Executivei€df’s total compensation. The Chief Executive €Hfis performance is evaluated in a non-
formulaic manner with no specific weighting givenany one of the performance measures. Mr. Jofés dot participate in any decision
regarding his compensation. Our employment agreewmi¢éim Mr. Joffe provides that we may increase, hott decrease, his base salary, which
was set at $500,000 in fiscal 2012. On May 18, 20&2entered into a new employment agreement withIbffe which sets his base salary at
$600,000 which will be reviewed from time to tinmedccordance with the Company’s established proesdor adjusting salaries of similarly
situated employees. See the “Employment Agreemaetstion below for a further discussion of certampensation amounts payable to Mr.
Joffe pursuant to his employment agreement. Updtingats determination, the Compensation Commiteggorts its decision concerning Mr.
Joffe’s compensation to the entire Board of Direxto
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Compensation Committee Consultant

The Compensation Committee has retained Towersdias its outside compensation consultant. Toweatstvh does not perform any other
consulting work or any other services for our Compaeports directly to the Compensation Commitéeel takes direction from the Chairman
of the Compensation Committee. The Compensationriitise engaged Towers Watson to prepare a combetpetitive assessment of our
executive compensation practices in 2004, an ugdetsessment of the compensation of our Chief ExecOfficer in 2006, a complete
executive compensation assessment in 2009 and pletgnexecutive compensation review in 2011.

The Compensation Committee considers analysis dvideafrom its outside consultant when making consg¢ion decisions for the Chief
Executive Officer and other Senior Executives. dhtside consultant’s work for the Compensation Cdtbesn includes data analysis, market
assessments, and preparation of related reports.

Peer Group

While the Compensation Committee does not undeddkemalized benchmarking process, it does revienassessment provided by its
outside consultant detailing the competitivenessurfexecutive compensation relative to our peeagmwhen making its executive
compensation decisions. Our peer group for compiemspurposes includes Amerigon Inc., Dorman Présluec., Drew Industries Inc., Fuel
Systems Solutions, Inc., Gentex Corp., Modine Maatufring Co., Remy International, Inc., Shiloh Istties Inc., Spartan Motors Inc.,
Standard Motor Products Inc., Stoneridge Inc.ti&tceSecurity Corp. and Superior Industries Intéomal Inc. The peer group is reviewed
annually with the assistance of our outside coastilio ensure that the peer companies remain aon@gte basis for comparison.

Senior Executive Compensation Decisions (Other tharChief Executive Officer)
The Compensation Committee made decisions for ebttte named executive officers (other than theeCBEkecutive Officer) following the
process described above and established the folipkeay individual performance goals for each suficer, in each case these performance

goals apply with respect to both the Company’stirageelectrical and under-the-car businesses

David Lee, Chief Financial Officer

. Monitor all metrics that may have an impact on fin&ncial performance

. Maintain an effective treasury function, includibgdgeting and forecasting
. Manage our cash flows

. Minimize the loan and interest expenses we incur

. Manage our shareholder relations

Steve Kratz, Chief Operating Officer

. Evaluate and manage the key operating metricssfor u

. Increase quality of our product

. Implement strategies aimed at reducing our prodosts and warranty rates
. Manage our recovery operations

. Improve our customer support services

. Manage and improve the performance of our inforomatéchnology systems

Kevin Daly, Chief Accounting Officer

. Provide timely and accurate services and informatioour management, Board of Directors and ottaesolders
. Maintain and improve top-level financial knowledged accounting controls
. Keep abreast of all financial accounting pronouneets that may affect our financial reporting
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Michael Umansky, Vice President, Secretary and @ei@ounsel

. Limit our legal and other risk exposure

. Manage any litigation

. Control our legal and insurance costs

. Maintain our compliance standards, including coampte with SEC rules and regulations

. Manage our investor relations communications

. Develop and protect intellectual property for ousimess processes

. Advise on and implement any transactional busiogg®rtunities, including acquisitions, financin§&C correspondence and
customer contrac!

. Oversee certain administrative functions, includignan resource functions

. Determine and negotiate all required insurance

. Supervise contractual obligations

Doug Schooner, Vice President, Manufacturing

. Maximize all manufacturing efficiencies to ensutkerites to our customers

. Ensure the quality of our products through the nfecturing process

. Maintain appropriate levels of offshore productimiume and capacity

. Maintain a global manufacturing and multifunctiosapport group

. Reorganize special order department to maintailityabf changing unit technology
. Complete the reorganization of the production shop

. Maintain our recovery remanufacturing process

. Improve product costs

Based on our financial results in fiscal 2012 ahd evaluation of each Senior Executs/gderformance against his individual goal
accordance with the process outlined above, thep@osation Committee approved the following basar&s and annual bonuses ea
during fiscal 2012 for these Senior Executives:

Name Base Salary Bonus

David Lee $ 220,000 $ 68,10(
Kevin Daly $ 208,000 $ 48,10(
SteveKratz $ 350,000 $ 60,10(
Michael Umansky $ 406,000 $ 80,10(
Doug Schoone $ 250,000 $ 50,10(

The bonuses earned during fiscal 2012 included bpétial bonuses earned with respect to the conatiomof the acquisition of Fenco ¢
annual bonuses determined based on the OGSM prdesssbed above. The special bonus amounts waé0@0 for David Lee; $10,000 -
Kevin Daly; and $30,000 for Michael Umansky. Addital bonuses based on fiscal 2012 performance rmaydnted by the Compensa
Committee on or before December 31, 2012 in amoifrdaay, to be determined by the Compensation Citae

Chief Executive Officer Compensation Decisions

The Compensation Committee made decisions for thief Executive Officels compensation following the process described elau
established the following key individual performargoals:

. Overall responsibility for the financial resultstof Company

. Develop key strategies in all areas aimed at dgiaar Company value

. Strengthen our relationships with key customersubh long-term arrangements
. Ensure appropriate information is communicateduioRoard of Directors
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. Ensure that the appropriate management team apdrete focus is in place

. Develop an appropriate succession plan

. Maintain the appropriate financial structure for @ompany, including, but not limited to, budgetsl mperating focus
. Make decisions on all key initiatives proposed bgisr management

. Build sales

. Evaluate and propose systems and initiatives fotimoous improvement in all disciplines of our mess

. Identify and drive any acquisitions

. Integrate acquired businesses

. Prepare the infrastructure and develop plans tw ghe Company

The Compensation Committee recognized that our @Gomfs a complicated business to manage, partlgutalight of its size and complex
accounting issues, and that this complexity maybecadequately reflected in the Companycome levels. The Compensation Committee
recognized Mr. Joffe’'s contribution in establishimgr Company’s reputation and growth capacity.ddition, Mr. Joffe's contributions have
been made during a period when several of our ctitoehave been under financial stress.

The Compensation Committee also considered thevioll items in determining the Chief Executive ©&i's bonus amount for fiscal 2012:
(i) significantly increased net sales for the Compin fiscal 2012; (ii) strong working relationskivith our banks and customers; (iii) progres:
towards positive strategic results of acquisitietated activities during fiscal 2012 and new bussngevelopment; and (iv) positive positioning
of the Company to ensure its ability to pursue rfieitgrowth opportunities.

The Compensation Committee considered Mr. Joffeféopmance against his individual goals, the faxtdyove and the aspects regarding the
complexity of our business and competitive positiodetermining that Mr. Joffe’s base salary wordthain at its current annual level of
$500,000 during fiscal 2012, his special bonus wetpect to the Fenco acquisition would be $300,808 his annual bonus would be
$150,000.

Tax Considerations

Section 162(m) of the Internal Revenue Code of 188@Gmended, (the “Code”) generally disallowskadeduction for annual compensation in
excess of $1.0 million paid to our named execubiffieers. Qualifying performancbased compensation (within the meaning of Sect&{rh)
of the Code and regulations) is not subject todéduction limitation if specified requirements amet. We generally intend to structure the
performance-based portion of our executive comp@anrsavhen feasible, to comply with exemptions acfon 162(m) so that the
compensation remains tax deductible to us. HowexarBoard of Directors or Compensation Committesy nin its judgment, authorize
compensation payments that do not comply with #&grgtions in Section 162(m) when it believes thahspayments are appropriate to att
and retain executive talent.

In limited circumstances, we may agree to makeageitems of income payable to our named executffieers tax-neutral to them.
Accordingly, we have agreed to grags-certain payments to our Chief Executive Offimecover any excise taxes (and related income tax
the “gross-up” payment) that he may be obligategiatp with respect to the first $3,000,000 of “pémae payments” (as defined in Section
280G of the Code) to be made to him upon a chahgerdrol of our Company.

Compensation Committee Report
The Compensation Committee has reviewed and disdibe Compensation Discussion and Analysis redjlyeltem 402(b) of Regulation S-

K with management and, based on such review amdsifons, the Compensation Committee recommendeul tBoard of Directors that the
Compensation Discussion and Analysis be includedi;mAnnual Report on Form 10-K.
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By Members of the Compensation Committee

Rudolph Borneo, Chairman
Philip Gay
Duane Miller
Jeffrey Mirvis

Compensation Risk Analysis

The preceding “Compensation Discussion and Andlgsstion generally describes our compensatiorcigdj plans and practices that are
applicable for our executives and management. @anggnsation Committee reviews the relationship betwour risk management policies
and practices, corporate strategy and compengattaamices. Our Compensation Committee has deteththva these plans and practices, as
applied to all of our employees, including our axe® officers, does not encourage excessive akkg at any level of our Company. The
Compensation Committee does not believe that dsking from its compensation plans, policies @atices are reasonably likely to have a
material adverse effect on our Company.

Summary Compensation Table

The following table sets forth information concemngifiscal 2012, 2011 and 2010 compensation of aurad executive officers.

Change in
Pension Value
and
Nonqualified
Options  Non-Equity Deferred All Other
Name & Principal Fiscal Stock Awards Incentive Plan Compensatior Compensatior
Position Year Salary Bonus (1 Awards (2)  Compensatior Earnings (3) (4) Total
Selwyn Joffe 2012 $500,00( $ 450,10( $ -9 -$ -$ -$ 111,61( $1,061,711
Chairman of the Boart 2011 500,00¢ 700,10( - - - - 189,57. 1,389,67
President and CE 2010 500,00 600,10( - - - - 323,41t 1,423,551
David Lee 2012 $183,76° $ 68,10( $ -$ -$ -9 -$ 64,68( $ 316,54
Chief Financial Office 2011 178,50( 65,10( - - - - 64,87.  308,47:
2010 178,50  60,60( - - - - 55,39: 294,49
Kevin Daly 2012 $183,55- $ 48,10( $ -9 -9 -$ -$ 25,19t $ 256,84¢
Chief Accounting Office 2011 180,00  65,10( - - - - 24,728 269,82!
2010 180,00  59,10( - - - - 22,68: 261,78
Steve Krat: 2012 $306,34( $ 60,10( $ -$ -$ -9 -$ 258,43t $ 624,87¢
Chief Operating Office 2011 300,00t 95,10( - - - - 21,51 416,61:
2010 300,00  70,10( - - - - 19,33¢  389,43!
Michael Umansky 2012 $406,00( $ 80,10( $ -9 -$ -9 8,22¢ $ 56,677 $ 551,00!
Vice President, Secrete 2011 406,000  60,10( - - - 30,36( 55,307 551,76
and General Couns 2010 406,000  60,10( - - - 61,11( 86,44¢ 613,65¢
Doug Schoone 2012 $223,41: $ 50,10( $ -$ -$ -$ 63 $ 65,767 $ 339,34:
Vice President 2011 219,98t 80,10( - - - 307 65,467  365,86(
Manufacturing 2010 219,98t 60,10( - - - 72,21¢ 118,56t  470,87:

(1) Bonus amounts for each named executive officeremaptt the bonus amount earned for each respedia fyear and include a $1
bonus paid to each of the Comp’s employees during December of each year, inclutiagnamed executive officel

(2) Option award amounts represent the aggregate ded@tfair value of options granted during the fis@ars ended March 31, 2012, 2(
and 2010

(3) All amounts represent nonqualified deferred compgos earnings

(4) The following chart is a summary of the items tha included in th* All Other Compensatic” totals:
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Deferred
Compensatior
Health 401K Plan
Automobile Insurance Employer's Employer's
Name Expenses Premiums Contribution ~ Contribution Other Total
Selwyn Joffe $ 21,14¢ $ 86,78t $ 3,67t $ - $ - % 111,61
David Lee $ - % 61,89 $ 2,78¢ % - $ - $ 64,68(
Kevin Daly $ - % 21,73: $ 3,46 $ - $ - $ 25,19¢
Steve Kratz $ - $ 21,73: $ - $ - 8 236,70t $ 258,43
Michael Umansky $ 2,37¢ % 43,22 $ 3,69: $ 7,381 % - $ 56,67
Doug Schoone $ - $ 61,89 $ 3,87¢ 3 - % - $ 65,76

2012 Grants of Plan-Based Awards
No options were granted to our named executive@fiin fiscal 2012
Outstanding Equity Awards At Fiscal Year End

Option Awards

The following table summarizes information regagdaption awards granted to our named executiveafithat remain outstanding as of

March 31, 2012.

Number of Securities Number of Securities

Underlying Underlying Unexercisec Number of Securities Option  Option
Unexercised Options Options (#) Underlying Unexercisec Exercise Expiration
Name (#) Exercisable veste Unexercisable unveste Unearned Options (#) Price ($) Date
Selwyn Joffe
1,50( - - $ 3.60C 4/29/201:
100,00( - -$ 2.16C 3/2/201:
1,50( - - $ 1.80C 4/29/201:
100,00( - -$ 6.34f 1/13/201-
200,00 - -$ 9.27C 7/20/201:
150,00( - - $ 10.01C 11/2/201!
250,00 - - $ 12.00C 8/29/201f
David Lee - -
5,00( - -$ 10.1C 11/2/201!
2,50( - -$ 12.0C 8/29/201f
Kevin Daly - -
5,00( - -$ 10.1f 1/3/201¢
2,50( - -$ 12.0C 8/29/201f
Steve Kratz
2,50( - -$ 8.7C 5/11/201:
6,00( - -$ 10.1C 11/2/201!
10,00( - -$ 12.0C 8/29/201f
Michael Umansky
25,00( - -$ 10.01 11/2/201!
20,00( - -$ 12.0C 8/29/201f
Doug Schoone
12,00( - -$ 8.7C 5/11/201.
12,00( - -$ 10.01 11/2/201!
20,00( - -$ 12.0C 8/29/201f
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Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired on Realized on  Acquired on Realized on
Name Exercise Exercise Vesting Vesting
Selwyn Joffe - - = & =
David Lee - 8 - - $ -
Kevin Daly - $ - - 3 =
Steve Krat:z 35,60 $ 236,70t - % -
Michael Umansky - $ - - 3 =
Doug Schoone - - - $ -

Nonqualified Deferred Compensation

The following table sets forth certain informatiegarding contributions, earnings and account lealsminder our Amended and Restated
Executive Deferred Compensation Plan, our onlyrgeficontribution plan that provides for the defeofacompensation on a basis that is not-
tax qualified, for each of the named executiveceifs as of fiscal year ended March 31, 2012. Argesun of the material terms and conditic
of the Amended and Restated Executive Deferred @osgiion Plan follows.

Executive Registrant Aggregate Aggregate Aggregate
Contributions  contribution Earningsin  Withdrawals/ Balance at

Name inLast FY(1) inlast FY(2) Last FY Distributions Last FY

Selwyn Joffe $ - $ - $ - $ - $ .
David Lee $ - % - % - % - $ -
Kevin Daly $ - 8 - $ - $ - % =
Steve Kratz $ - 8 - $ - $ - % -
Michael Umansky $ 29,76( $ 7,381 % 847 $ - $ 340,24
Doug Schoone $ - 8 - $ 63 $ - $ 1,67:

(1) The amounts set forth in this column ameluded in the “Salary” and “Bonus” columns, as laggble, in our ‘Summar
Compensation Tab!"

(2) See description of the Non-Qualified Deder Compensation Plan in the “Grants of Plan Bassdrds” section. The followin
table shows our contribution to each named exeewtifice’ s account

Name Contribution Interest (a) Total

Selwyn Joffe $ - $ - $ -
David Lee $ - $ - $ -
Kevin Daly $ - % - 8 =
Steve Kratz $ - 8 - 8 -
Michael Umansky $ 7,381 $ - $ 7,381
Doug Schoone $ - % - 8 -

(&) No interest is paid by the registra
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Nonqualified Deferrec Compensation Plan

We maintain the Motorcar Parts of America, Inc. Awled and Restated Executive Deferred Compensalion & unfunded, non-qualified
deferred compensation plan for a select group afagement or highly compensated employees, inclunlimghamed executive officers.
Participants in the plan may elect to defer upd0% of their gross W-2 compensation. We make magcbontributions of 25% of each
participant’s elective contributions to the plap,ta 6% of the participant’'s compensation for thengyear. The plan is designed to defer
taxation to the participant on contributions antiomal earnings thereon until distribution theréoficcordance with a participant’s previously
made distribution elections. Insurance annuity i@rts provide funding for the plan, however, thaudty contracts are owned by us and rer
subject to claims of our general creditors.

Employment Agreements

On February 14, 2003, we entered into an employmgritement with Selwyn Joffe pursuant to whichshenmployed fultime as our Preside
and Chief Executive Officer in addition to serviagour Chairman of the Board of Directors. Thiseagrent, which was negotiated on our
behalf by Mel Marks, the then Chairman of the Congag¢ion Committee, and unanimously approved byBmarrd of Directors, was originally
scheduled to expire on March 31, 2006. The Febri4r2003 agreement provided for an annual baseysal $500,000, and participation in
our executive bonus program. Mr. Joffe remainstledtio receive a transaction fee of 1.0% of theltconsideration of any transaction,
including any transaction resulting in a changeaftrol, his efforts bring to us that we previouatyreed to provide to him as part of a prior
consulting agreement with Protea Group, Mr. Jsff@mpany. Mr. Joffe also participates in the stmuoton plans approved by the sharehol
and also receives other benefits including thosegdly provided to other employees.

On April 22, 2005, we entered into an amendmewuroemployment agreement with Mr. Joffe. Underdheendment, Mr. Joffe’s term of
employment was extended from March 31, 2006 to K&f; 2008. His base salary, bonus arrangementsiatgaction fee right and fringe
benefits remained unchanged. This amendment wasraoasly approved by our Board of Directors.

Before the amendment, Mr. Joffe had the right tmieate his employment upon a change of controlrandive his salary and benefits througt
March 31, 2006. Under the amendment, upon a chaihgentrol (which has been redefined pursuant éoatmendment), Mr. Joffe will be
entitled to a sale bonus equal to the sum of (@) tiwes his base salary plus (ii) two times hisrage bonus earned for the two years
immediately prior to the change of control. The adrmaent also grants Mr. Joffe the right to termirtateemployment with effect on or after
the one year anniversary of a change of controltariden receive salary and benefits for a one gegod following such termination plus a
bonus equal to the average bonus Mr. Joffe earagdgithe two years immediately prior to his volnyttermination.

If Mr. Joffe is terminated without cause or resifoisgood reason (as defined in the amendment)etjstrant must pay Mr. Joffe (i) his base
salary, (ii) his average bonus earned for the teary immediately prior to termination (or, if suehmination occurs within the first three
months of our fiscal year, for the second and thedrs preceding the year in which such terminadicours), and (iii) all other benefits payable
to Mr. Joffe pursuant to the employment agreenengmended, through the later of two years afeed#te of termination of employment or
March 31, 2008. Under the amendment, Mr. Joffdsie antitled to an additional “gross-up” paymenbffset the excise taxes (and related
income taxes on the “gross-up” payment) that he beagbligated to pay with respect to the first $8,000 of “parachute payments” (as
defined in Section 280G of the Code) to be madertoupon a change of control. The amendment hasired the term “for cause” to apply
only to misconduct in connection with Mr. Joffe’srfiprmance of his duties. Pursuant to the amendraegtoptions that have been or may be
granted to Mr. Joffe will fully vest upon his temaition for any reason other than for cause or witlgood reason and be exercisable for a twc
year period following the termination, and Mr. do#fgreed to waive the right he previously had utfiizemployment agreement to require
registrant to purchase his option shares and adgriying options if his employment were terminatedany reason. The amendment further
provides that Mr. Joffe's agreement not to compétk us terminates at the end of his employmemnter
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In December 2006, our employment agreement with Mffe was amended to extend the term of this ageee from March 31, 2008
August 30, 2009. This amendment was unanimouslyoaep by our Board of Directors.

On March 27, 2008, our employment agreement withJdffe was further amended to extend the terrhiefagreement from August 30, 2009
to August 31, 2012. All other terms and conditiofigir. Joffe’s employment remained unchanged. Enendment was unanimously
approved by our Board of Directors.

On December 31, 2008, we entered into an amendideatated employment agreement with Mr. Joffe. Mffe’s previous employment
agreement was amended and restated primarily ttaaddage that satisfies the requirements of the freasury regulations issued pursuant t
Section 409A of the Code with respect to certaithefpayments that may be provided to Mr. Joffespant to the employment agreement. The
restated agreement does not increase the amowatsledo Mr. Joffe as salary, bonus, severancetmr@ompensation, nor does it extend the
term of employment, but it does clarify that if teeminate the restated agreement without causgeratdirectly or constructively, Mr. Joffe will
be entitled to receive severance payments untiktiee of (i) that date which is two years aftez termination date or (ii) the date upon which
the restated agreement would otherwise have expMedther substantive terms and conditions of Bbffe’'s employment remain unchanged.
The restated agreement was unanimously approvedBoard of Directors.

On May 18, 2012, we entered into a new employmgreeanent (the “New Employment Agreement”) with Nioffe, which terminates and
supersedes Mr. Joffe’s previous employment agreethahwas to expire on August 31, 2012. The Newplegment Agreement provides for
Mr. Joffe to serve as our Chairman, President amdfExecutive Officer for a term expiring on Aug®4, 2015, unless extended or earlier
terminated. Pursuant to the New Employment Agre¢nin Joffe will receive a base salary of $600,@@0 year, which will be reviewed frc
time to time in accordance with our establisheccedures for adjusting salaries for similarly siathémployees. Mr. Joffe will be eligible to
participate in our Annual Incentive Plan adopted amended from time to time by the Board (the “Aadrlacentive Plan”)with a target bont
equal to 100% of Mr. Joffe’s salary (the “Annuatémtive Bonuses”). In addition to the Annual InéemBonuses, we paid Mr. Joffe a one-
time bonus of $250,000 upon the signing of the Nmployment Agreement and awarded Mr. Joffe a guaeahbonus of $500,000, which is
payable in three annual installments: $168,000 ay B, 2012; $166,000 on May 18, 2013; and $166¢80Blay 18, 2014.

Pursuant to Mr. Joffe’s previous employment agradgiee was entitled to receive a transaction fek@¥ of the total consideration of any
transaction, including any transaction resulting ichange of control, his efforts brought to udida of this transaction fee, pursuant to the
New Employment Agreement, we agreed to grant Mfe,Jao later than May 28, 2012, pursuant to its@0hcentive Award Plan (tr*2010
Plan™): (i) a fully-vested option to purchase a rugmof shares of our common stock equal to $250d0dfed by the per share fair value of the
option as of its grant date based on the Black-feshmluation method or such other method as maysed by us for financial reporting
purposes; and (ii) a number of shares of fully-wdsestricted stock equal to $250,000 divided leyaterage per share closing price of our
common stock as quoted on the NASDAQ Global Séltnket for the five consecutive trading days imnagely following May 18, 2012
minus a number of shares which are required tefgapplicable withholding obligations (the “Initi&quity Awards”).

Pursuant to the New Employment Agreement, Mr. Jaffealso be eligible to receive annual awardsemitie 2010 Plan in such amounts as
are determined by the Compensation Committee asmadrator of the 2010 Plan in its sole and absotiliscretion (the “Annual

Awards”). Such awards may be in the form of optiaestricted stock, restricted stock units, penfnmce shares, performance units or such
other form of award as determined by the Compems&ommittee as administrator of the 2010 Plamsisale and absolute discretion.

The Annual Incentive Bonuses, the Initial Equity @ws and the Annual Awards, to the extent they tiioites “incentive-based compensation”
under Section 10D of the Securities Exchange Adi9&4, as amended (the “Exchange Act”), shall ligesti to clawback by us to the extent
required by Section 10D(b)(2) of the Exchange Astdetermined by the applicable rules and reguistfiwsomulgated thereunder from time to
time by the U.S. SEC, as limited by California lemthe extent California law applies.
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Pursuant to the New Employment Agreement, Mr. Joffealso receive: (i) four weeks paid vacatioach year during the term of the N
Employment Agreement pursuant to our written vacegpolicy; (i) a $1,500 monthly automobile allovegnand payment by us of cerl
automobilerelated expenses; (iii) during the term of the Nemployment Agreement, if Mr. Joffe does not ele&dival insurance covere
for himself and his eligible family through us, allowance for such medical insurance in an amoguatkto the cost which would have b
incurred by us in supplying such coverage for Miffeland his eligible family; and (iv) $24,000 pgrar to be used by Mr. Joffe to purct
disability insurance for his benefit (the “Disabjlinsurance Paymentind, together with the benefits described in clade (ii) and (iii), the
“Benefits”).

The New Employment Agreement terminates on the afaidr. Joffe’s death, in which event his accruathsy and Annual Incentive Bonus, if
any, and reimbursable expenses and benefits owihgnt through the date of his death shall be paitig estate, and his estate shall assume
certain of his rights as specified in the New Emplent Agreement.

In the event that Mr. Joffe's employment is termétbas result of his physical or mental illnesgoapacity as determined in accordance with
the procedures set forth in the New Employment Agrent, he will be entitled to receive his accrusdry and Annual Incentive Bonus, if a
reimbursable expenses and Benefits owing to hioutyin the date of termination and payment of theefiesnpursuant to any disability
insurance policy purchased by Mr. Joffe with thedbility Insurance Payment.

In the event that Mr. Joffe’'s employment is ternétbby us for Cause (as defined in the New Emplaoymgreement), we will be released
from any and all further obligations under the Nemployment Agreement, except that we will pay Mxffd his accrued salary and Annual
Incentive Bonus, if any, and reimbursable expeaselsBenefits owing to him through the date of bisrination.

In the event that Mr. Joffe’'s employment is ternéabby us without Cause (as defined in the New Byrmpent Agreement) or Mr. Joffe
voluntarily terminates the New Employment AgreenmfentGood Reason (as defined in the New Employmgmeement), then we will pay
through the later of the date which is two yeatsrahe termination date or August 31, 2015: (§) $alary as in effect immediately prior to the
termination date; (ii) his average bonus earnedHertwo years immediately prior to the year inathihe New Employment Agreement is
terminated (or if such termination occurs withie first three months of our fiscal year, for the@®l and third years preceding the year in
which such termination occurs); and (iii) the Beétsef

If a Change in Control (as defined in the New Emgplent Agreement) occurs and Mr. Joffe voluntamgminates the New Employment
Agreement for Good Reason (as defined in the Newl&yment Agreement) or Mr. Joffe’'s employment igrtenated by us without Cause (as
defined in the New Employment Agreement) within tygars following a Change in Control, then Mr. &offill be entitled to receive either 1
severance benefit as described in the next sentdribes paragraph or the benefits described inrireediately preceding paragraph,
whichever is more favorable to Mr. Joffe, and wé pay Mr.Joffe any reimbursable expenses owedrnothrough the termination date. The
severance benefit will be equal to (i) two times Bbffe’s salary at the annual rate in effect imragdy prior to the date of the Change in
Control plus (ii) two times Mr. Joffe’s average lbsrearned for the two years immediately prior ®ytbar in which the Change in Control
occurs. The severance benefit will be paid to Mffelin a lump sum as soon as practicable, buater than 30 days following the termination
date.

In the event that the benefits provided for in leav Employment Agreement or otherwise payable toXdffe constitute “parachute payments
within the meaning of Section 280G of the IntefRalenue Code of 1986, as amended (the “Code”) dhdensubject to the excise tax
imposed by Section 4999 of the Code, Mr. Joffe witleive the greater of: (i) the largest portignt@and including the total, of such benefits
or (ii) the largest aggregate amount of such be&n#fat would result in no portion thereof beindjsat to excise tax under Section 4999 of the
Code, whichever amount, after taking into accollrdplicable federal, state and local employmanes, income taxes and excise tax under
Section 4999 of the Code, results in Mr. Joffetseipt, on an after-tax basis, of the greatest aofiuhe benefit.
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The New Employment Agreement prohibits Mr. Joffeing the term of the New Employment Agreement oarat time thereafter from usi
or disclosing to any third party any of our confitial information and trade secrets. Pursuant é&oNew Employment Agreement, during
term of the New Employment Agreement, Mr. Joffaliso prohibited from: (i) competing with us; or) (§oliciting or inducing any creditc
customer, supplier, officer, executive or agenusfor any of our subsidiaries or affiliates to saterelationship with or leave the employ
any such entities.

Pursuant to the New Employment Agreement, we agieeesimburse Mr. Joffe for all reasonable legaisfand disbursements incurred by him
in connection with the negotiation, preparation ardcution of the New Employment Agreement.

In conformity with our policy, all of our directoend officers execute confidentiality and nondisale agreements upon the commencement
employment. The agreements generally provide thatweentions or discoveries by the employee raldteour business and all confidential
information developed or made known to the emplajuing the term of employment shall be our exelegiroperty and shall not be disclo:

to third parties without our prior approval.

Potential Payments Upon Termination or Change in Cotrol Table

The following table provides an estimate of theeirgmt value of Mr. Joffe’ employment agreement described above, assunenagiieeme
was terminated on March 31, 2012, the last busidag®f fiscal 2012. Please refer to “Employmenteéggnents” for more information.

After
Voluntary Change in

Termination by Mr. Control:
Joffe for Good Voluntary
Termination Reason or Termination by Termination
by Company Disability Company w/o Cause Change in by Mr. Joffe

Benefit for Cause (1 Death (2) (3) (4) Control (5)
Salary Contributior $ -$ - $ - $ 1,000,000 $ - $ 500,00(
Bonus (6) $ 150,00( $ 150,00 $ 150,00( $ 850,20( $ - $  425,10(
Stock Options (7 $ -$ - $ -$ - $ -$ =
Healthcare $ -$ - $ 24,000 $ 48,00 $ - $ 24,00(
Transaction Fee (¢ $ -$ - $ - $ -9 - $ =
Sale Bonus (9 $ -$ - $ - $ - $ 1,850,200 $ -
Automobile Allowance (10 $ -$ -9 - $ 36,000 $ - $ 18,00(
Accrued Vacation Paymen $ 126,13¢$ 126,130 $ 126,130 $ 203,05¢ $ - $ 126,13

(1) Upon a termination for cause, Mr. Joffe will beitatl to his accrued salary, bonus and transadées (as described in footnote 7), if ¢
and benefits owing to him through the day of hisiieation.

(2) Mr. Joffe’'s employment term will end on the datehig death. Upon such event, Mr. Jo$festate will be entitled to receive his acc
salary, bonus and transaction fees (as .describéabtnote 7), if any, and benefits, including asd but unused vacation time, owin
Mr. Joffe through the date of his death. In additidr. Joffe’s estate will assume Mr. JoBeaights under the 1994 Stock Option Plan
the related rights under the employment agreen

(3) If during the employment term, Mr. Joffe becomesablied and is terminated by us, Mr. Joffe will bétked to receive his accrued sal:
bonus, and transaction fees (as described in feoffo if any, and benefits owing to Mr. Joffe thob the date of termination. In additi
Mr. Joffe will be entitled to receive the benefi@yable pursuant to a disability insurance polelyich we pay Mr. Joffe $24,000 annui
to be used by Mr. Joffe to purchase the same fobénefit.

(4) Upon a termination by Mr. Joffe for good reasorbgrus without cause, Mr. Joffe will be entitledreceive his base salary, his avel
bonus earned for the two years immediately precetia termination (or, if such termination occurghin the first three months of ¢
fiscal year, for the second and third years prewedhe year in which such termination occurs),valtation, healthcare and disabi
benefits, automobile allowance, and any accruatsaetion fees (as described in footnote 7). Thengays are to be paid through the |
of that date which is two years after the termoratiate or August 31, 201
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(5) If a change in control occurs, Mr. Joffe will haie right to voluntarily terminate the employmegteement with effect on or after the
year anniversary of the change in control uponngpat least 90 days prior written notice. Upon Bffe's voluntary termination, one ye
after the change in control occurs, he will bettetito receive for one year after his terminatitate, his base salary, his average b
earned for the two years immediately precedingdrisination, accrued vacation payments, healthaacedisability benefits, automok
allowance, and any accrued transaction fees (asilded in footnote 7)

(6) Excludes a $300,000 incentive payment made to &fed in connection with our Fenco acquisiti

(7) Upon the termination of the employment agreememt,ahy reason other than termination by us for eaarstermination by Mr. Jof
without good reason, any options which are noyfuisted will immediately vest and remain exerdisddy Mr. Joffe for a period of tv
years or, if shorter, until the ten year anniversair the date of grant of each such option. Thesight value shown in the table is
additional compensation expense we would have decoupon the immediate vesting of all options whigre not fully vested at Mar
31, 2012

(8) In the event that one or more proposed transactioosr during the term of Mr. Jofleemployment agreement, Mr. Joffe will be entitie
receive a transaction fee, as additional compemsatith respect to each proposed transaction. epay Mr. Joffe a transaction fee ug
the closing of a proposed transaction in an amegnpil to 1% of the “total consideratiorSince no transaction fee was accrued
March 31, 2012 and there were no proposed trasectin which to estimate a 1% fee as of March 8122zero amounts were enter

(9) Upon a change in control, Mr. Joffe will be entitl® receive a sale bonus equal to the sum ofvf)times Mr. Joffes salary plus (i) tw
times Mr. Joffes average bonus earned for the two years immegliptar to the year in which the change in conwoturs. The sa
bonus will be paid to Mr. Joffe in a lump sum ore tblosing date of the change in control transactlorMr. Joffe terminates h
employment after this change of control, he witloabe entitled to the compensation and other hisradiscribed in footnote 5 abo

(10) Mr. Joffe is entitled to receive an automobile a#mce until March 31, 2012 in the amount of $1,5@® month, payable monthly.
addition, all costs of operating the automobilecluding fuel, oil, insurance, repairs, maintenareoed other expenses, are
responsibility.

Equity Based Employee Benefit Plans

2010 Incentive Award PlanOn December 10, 2010, our Board of Directors eygad our 2010 Plan. On January 14, 2011, our shitefs
approved the 2010 Plan. The purpose of the 2010iPl® enhance the value of our Company and premat success by linking the individ
interests of our employees to the interests ofshareholders and by providing our employees witlhaentive for outstanding performance to
generate superior returns to our shareholders20mbe Plan is also intended to provide the Compaitly flexibility in its ability to motivate,
attract, and retain the services of employees wdwse judgment, interest, and performance our ssdsdargely dependent. The 2010 Plan
does not provide for awards to non-employee dirsato consultants of the Company.

Eligibility; Administration. Employees of our Company or any of its affiliaégh be eligible to receive awards under the 2@18n. The 2010
Plan will be administered by our Compensation Cotte®j which may delegate its duties and respoitg#sito subcommittees of our directors
and/or officers, subject to certain limitationsttheay be imposed under applicable law or regulaiiariuding Section 162(m) of the Code,
Section 16 of the Exchange Act and/or stock exchanbes, as applicable. The plan administrator édlte the authority to grant and set the
terms of all awards under, make all determinatimd interpretations under, prescribe all formsufge with, and adopt rules for the
administration of, the 2010 Plan, subject to itpress terms and conditions.
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Limitation on Awards and Shares Availabhlé\n aggregate of 750,000 shares of our commorksioe available for issuance under aw
granted pursuant to the 2010 Plan, whsblares may be treasury shares, authorized butuedishares, or shares purchased in the open n
The number of authorized shares will be reduced blare for each share issued pursuant to a spiiclhar stock appreciation right (“SAR”
and by 2.5 shares for each share subject to avéllle” equity award (which generally includes awards othan stock options and SARS, s
as restricted stock and restricted stock units).

The following types of shares will be added backi®available share limit under the 2010 Plansfdres subject to awards that are forfeited
expire or are settled for cash, and (y) sharesrobpsed by the Company at the same price paiddaytezipant pursuant to the Company’s
repurchase right with respect to restricted staeéirds. However, the following types of shares wilt be added back to the available share
limit under the 2010 Plan: (A) shares tendered pardicipant or withheld by the Company in paymeinthe exercise price of an option; (B)
shares withheld to satisfy any tax withholding gation with respect to an award; (C) shares sultjeatSAR that are not issued in connection
with the stock settlement of the SAR on exercisggebf; and (D) shares purchased on the open maittethe cash proceeds from the exercise
of options.

Awards granted under the 2010 Plan upon the assomgf, or in substitution for, awards authorizedatstanding under a qualifying equity
plan maintained by an entity with which the Companyers into a merger or similar corporate trarisaatill not reduce the shares authorized
for grant under the 2010 Plan. The maximum numbehares of our common stock that may be subjesch&oor more awards granted to any
one participant pursuant to the 2010 Plan duringcatendar year is 400,000, and the maximum amthantmay be paid in cash pursuant tc
2010 Plan to any one participant during any calegdar is $5,000,000.

Awards. The 2010 Plan provides for the grant of stockamst, including incentive stock options (“ISOs”)danonqualified stock options
(“NSOs"), restricted stock, restricted stock urffRSUs”), performance awards, dividend equivalégitts, stock payments, deferred stock,
deferred stock units, SARs and cash awards. Nordatation has been made as to the types or amo@iatsards that will be granted to
specific individuals pursuant to the 2010 Plan.t@larawards under the 2010 Plan may constituteavige for a deferral of compensation,
subject to Section 409A of the Code, which may isgpadditional requirements on the terms and camditof such awards. All awards will be
set forth in award agreements, which will detditedms and conditions of the awards, including applicable vesting and payment terms.
Awards other than cash awards will generally bdexbin shares of our common stock, but the planiagtrator may provide for cash
settlement of any award. A brief description ofteaward type follows.

. Stock Options Stock options provide for the purchase of shafesur common stock in the future at an exerciseepset on th
grant date. 1SOs, by contrast to NSOs, may protadedeferral beyond exercise and favorable capgaals tax treatment to th
holders if certain holding period and other Codguieements are satisfied. The exercise price dbeksoption may not be le
than 100% of the fair market value of the undedyshare on the date of grant (110% in the cas&0OiIgranted to cert:
significant shareholders), except with respecteadain substitute options granted in connectior witcorporate transaction. 1
term of a stock option may not be longer than teary (or five years in the case of ISOs granteaewdain significar
shareholders). Vesting conditions determined byptha administrator may apply to stock options, rnmyude continued servic
performance and/or other conditio

. Stock Appreciation RightSARs entitle their holder, upon exercise, to reedirom us an amount equal to the appreciation &
shares subject to the award between the grantddt¢he exercise date. The exercise price of a @aAjRnot be less than 100%
the fair market value of the underlying share oe tlate of grant (except with respect to certainssulte SARs granted
connection with a corporate transaction) and tha t&f a SAR may not be longer than ten years. Yigatonditions determined
the plan administrator may apply to SARs, and majuide continued service, performance and/or atbeditions.
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. Restricted Stock; Deferred Stock; RSUs; Performatvaards. Restricted stock is an award of nontransferabbres of ot
common stock that remain forfeitable unless and spécified conditions are met, and which may bbject to a purchase pri
For shares of restricted stock with performahased vesting, dividends which are paid prior tsting will only be paid to tt
extent that the performand@sed vesting conditions are subsequently satisfieldthe shares vest. Deferred stock and RSL
contractual promises to deliver shares of our commstock in the future, which may also remain fdeble unless and ur
specified conditions are met. Delivery of the skarederlying these awards may be deferred unddethes of the award or at 1
election of the participant, if the plan administrapermits such a deferral. Performance awards@m&ractual rights to receive
range of shares of our common stock, cash, or ew@tion of cash and shares, in the future basetth@attainment of specifi
performance goals, in addition to other conditiovtich may apply to these awards. Conditions appledo restricted stoc
deferred stock, RSUs and performance shares mayaded on continuing service with us or our affdg@tthe attainment
performance goals and/or such other conditionk@glan administrator may determii

. Stock PaymentsStock payments are awards of fully vested shairesir common stock that may, but need not be, nratleu of
base salary, bonus, fees or other cash compensdltierwise payable to any individual who is eligiltd receive award

. Dividend Equivalent Right. Dividend equivalent rights represent the rightrdoeive the equivalent value of dividends pai
shares of our common stock and may be granted aome tandem with awards other than stock optionSSARs. Dividen
equivalents are credited as of dividend paymentssdaduring the period between the date an awagdaisted and the date si
award vests, is exercised, is distributed or espias determined by the plan administrator. Dividequivalents with respect to
award with performancbased vesting that are based on dividends paid forithe vesting of such award will only be paicte
extent that the performar-based vesting conditions are subsequently satiafiddhe award vest

Performance AwardsAll awards may be granted as performance awandsddition to those identified above as perforneaawards),
meaning that any such award will be subject toirgsind/or payment based on the attainment of Bpdgerformance goals. The plan
administrator will determine whether performanceaeis are intended to constitute “qualified perfanoeabased compensation” (“QPBC”)
within the meaning of Section 162(m) of the Codewhich case the applicable performance criterlbbei selected from the list below in
accordance with the requirements of Section 162(rthe Code.

Section 162(m) of the Code imposes a $1,000,00@naphe compensation deduction that we may takespect of compensation paid to our
“covered employees” (which should include our CE@ aur next four most highly compensated employglesr than our CFO), but excludes
from the calculation of amounts subject to thisitation any amounts that constitute QPBC. In otdegonstitute QPBC under Section 162(m)
of the Code, in addition to certain other requirategthe relevant amounts must be payable only thpmattainment of pre-established,
objective performance goals set by our Compens&mmnmittee during the first ninety days of the velet performance period and linked to
shareholder-approved performance criteria.

For purposes of the 2010 Plan, one or more ofdhefing performance criteria will be used in segtiperformance goals applicable to QPBC,
and may be used in setting performance goals atydico other performance awards: (i) net earnfaijser before or after one or more of the
following: (A) interest, (B) taxes, (C) depreciatiand (D) amortization); (ii) gross or net salesemenue; (i) net income (either before or a
taxes); (iv) adjusted net income; (v) operatingieays or profit; (vi) cash flow (including, but nidinited to, operating cash flow and free cash
flow); (vii) return on assets; (viii) return on datgd; (ix) return on stockholders’ equity; (x) tb&tockholder return; (xi) return on sales; (xii)
gross or net profit or operating margin; (xiii) tagxiv) funds from operations; (xv) expenses;i)xvworking capital; (xvii) earnings per share;
(xviii) adjusted earnings per share; (xix) price peare of Common Stock; (xx) regulatory body apptdor commercialization of a product;
(xxi) implementation or completion of critical pemjts; (xxii) market share; and (xxiii) economicul any of which may be measured either ir
absolute terms or as compared to any incremertadase or decrease or as compared to resultsesragpoup or to market performance
indicators or indices. The 2010 Plan also perrhigslan administrator to provide for objectivelytateninable adjustments to the applicable
performance criteria in setting performance goatSJPBC awards.
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Certain TransactionsThe plan administrator has broad discretion tatagly adjust the provisions of the 2010 Planwa$ as the terms and
conditions of existing and future awards, to pré\the dilution or enlargement of intended beneditd facilitate necessary or desirable change
in the event of certain transactions and evenesctiffg our common stock, such as stock dividertdskssplits, mergers, acquisitions,
consolidations and other corporate transactionadtfition, in the event of certain non-reciprocahsactions with our shareholders known as
“equity restructurings,the plan administrator will make equitable adjusttsdo the 2010 Plan and outstanding awards. levkat of a chang
in control of the company (as defined in the 20ldh], the surviving entity must assume outstandiwgrds or substitute economically
equivalent awards for such outstanding awards; kewé the surviving entity refuses to assumeursiitute for outstanding awards, then the
administrator may cause all awards will vest ith iifmimediately prior to the transaction. If the sumg entity assumes or substitutes for
outstanding awards, and a participant undergoemanation of employment by reason of “Involuntdigrmination” or “Good Reason” (both
as defined in the 2010 Plan) on or within two ydallewing the change in control, then all of tharficipant’s awards assumed or substituted
for will vest in full. Individual award agreementsay provide for additional accelerated vesting pagiment provisions.

Foreign Participants; Transferability; Particip®atyments The plan administrator may modify award termg&ladgsh subplans and/or adjust
other terms and conditions of awards, subjectecstiare limits described above, in order to fatdigrants of awards subject to the laws ar
stock exchange rules of countries outside of thigedrStates. With limited exceptions for estatenplag, domestic relations orders, certain
beneficiary designations and the laws of descedhtdistribution, awards under the 2010 Plan are igdélgenon-transferable prior to vesting and
are exercisable only by the participant. With relgartax withholding, exercise price and purchaseepobligations arising in connection with
awards under the 2010 Plan, the plan administray, in its discretion, accept cash or check, shaf®@ur common stock that meet specified
conditions, a “market sell order” or such othersideration as it deems suitable.

Plan Amendment and Terminatiofthe Board of Directors may amend or terminate2®&0 Plan at any time; however, except in conoacti
with certain changes in capital structure, shawdrohpproval will be required for any amendment thereases the number of shares available
under the 2010 Plan or “reprices” any stock optioAR (including any grant of cash or another aaarespect of any stock option or SAR
when the option or SAR price per share exceedfathenarket value of the underlying shares). No @aay be granted pursuant to the 2010
Plan after the tenth anniversary of the date orclwhie adopt the 2010 Plan.

Federal Income Tax Consequenc@&se following is a general summary under curtamntof the material federal income tax consequetees
participants in the 2010 Plan. This summary dedtls the general tax principles that apply and svded only for general information. Some
kinds of taxes, such as state, local and foreigarire taxes, are not discussed.

Incentive Stock OptionThe grant of an ISO will not be a taxable eventtf@r grantee or result in a business expense deddot us. A
grantee will not recognize taxable income upon @sgerof an ISO (except that the alternative minimaxmay apply), and any gain realized
upon a disposition of our common stock receivedpant to the exercise of an ISO will be taxed agierm capital gain if the grantee holds
the shares of common stock for at least two yefdes the date of grant and for one year after e @f exercise (the “holding period
requirement”). We will not be entitled to any buess expense deduction with respect to the exestie ISO, except as discussed below.

For the exercise of an option to qualify for theefgoing tax treatment, the grantee generally mestus employee or an employee of our
subsidiary from the date the option is granteduploa date within three months prior to the datexafrcise of the option.
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If all of the foregoing requirements are met exdéptholding period requirement mentioned abowe gitantee will recognize ordinary income
upon the disposition of the common stock in an amhgenerally equal to the excess of the fair mavkéie of the common stock at the time
the option was exercised over the option exeraige gbut not in excess of the gain realized onstle). The balance of the realized gain, if
any, will be a capital gain. We will be allowed asiness expense deduction to the extent the greedtegnizes ordinary income, subject to our
compliance with Section 162(m) of the Code andetitain reporting requirements.

Nor-Qualified OptionsThe grant of a NSO will not be a taxable eventlfiergrantee or result in a compensation expensactled for us.

Upon exercising a NSO, a grantee will recognizénany income in an amount equal to the differeneevieen the exercise price and the fair
market value of the common stock on the date ofaése Upon a subsequent sale or exchange of shege#red pursuant to the exercise of a
NSO, the grantee will have taxable capital gaifoss, measured by the difference between the amealized on the disposition and the
basis of the shares of common stock (generallyatheunt paid for the shares plus the amount tresgaddinary income at the time the option
was exercised).

If we comply with applicable reporting requiremeatsl, subject to the restrictions of Section 162§frthe Code, we will be entitled to a
business expense deduction in the same amountesuedadly at the same time as the grantee recogoid@sary income.

Restricted StoclA grantee who is awarded shares of restricted staitkot recognize any taxable income for fedenalome tax purposes in
the year of the award, provided that the share®wimon stock are subject to restrictions requitivgrestricted stock to be nontransferable
subject to a substantial risk of forfeiture. Howetke grantee may elect under Section 83(b) ofXthé@e to recognize compensation income in
the year of the award in an amount equal to threnfarket value of the common stock on the datdefaward, less the purchase price, if any,
determined without regard to the restrictionsh grantee does not make such a Section 83(b)ogiettiie fair market value of the common
stock on the date the restrictions lapse, lesptinehase price, if any, will be treated as compémséncome to the grantee and will be taxable
in the year the restrictions lapse. If we complyhwvéipplicable reporting requirements and, subjetiié restrictions of Section 162(m) of the
Code, we will be entitled to a business expensectéth in the same amount and generally at the $en@eas the grantee recognizes ordinary
income.

Restricted Stock UnitThere are no immediate tax consequences of regeariraward of restricted stock units under the 20a40. A grantee
who is awarded restricted stock units will be reedito recognize ordinary income in an amount etjuttie fair market value of shares issued
to such grantee at the end of the restriction pesio if later, the date on which shares are dedidén respect of the RSUs. If the delivery date
of the shares is deferred more than a short pafied vesting, employment taxes will be due inytbar of vesting. If we comply with
applicable reporting requirements and, subjedb¢oréstrictions of Section 162(m) of the Code, vilelve entitled to a business expense
deduction in the same amount and generally atahmegime as the grantee recognizes ordinary income.

Dividend Equivalent Award:Grantees who receive dividend equivalent awardssbeifequired to recognize ordinary income equahéo
amount distributed to the grantee pursuant to wezc If we comply with applicable reporting reaqrrents and, subject to the restrictions of
Section 162(m) of the Code, we will be entitlecatbusiness expense deduction in the same amougeaedally at the same time as the
grantee recognizes ordinary income.

Stock Appreciation Right$here are no immediate tax consequences of regeariraward of SARs under the Incentive Award Plipon
exercising a SAR, a grantee will recognize ordiriagpme in an amount equal to the difference betvike exercise price and the fair market
value of the common stock on the date of exertisee comply with applicable reporting requiremeatsl with the restrictions of Section 162
(m) of the Code, we will be entitled to a businespense deduction in the same amount and genetdlie same time as the grantee recog
ordinary income.
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Performance Share Awari. Grantees who receive performance share awarasalnwill not realize taxable income at the tiofehe grant

of the performance shares, and we will not be ledtib a deduction at that time. When the awaghid, whether in cash or common stock, the
grantee will have ordinary income, and, if we complth applicable reporting requirements and, scibje the restrictions of Section 162(m]
the Code, we will be entitled to a correspondinguab¢ion.

Stock Payment AwardsSrantees who receive a stock payment in lieuazfsh payment that would otherwise have been mébleentaxed as
if the cash payment has been received, and, ifongly with applicable reporting requirements andjsct to the restrictions of Section 162
of the Code, we will have a deduction in the sameunt.

Deferred Stocl. A grantee receiving deferred stock generally ndt have taxable income upon the issuance ofdferiebd stock and we will
not then be entitled to a deduction. However, wéteares underlying the deferred stock are issuétetgrantee, he or she will realize ordinary
income and, if we comply with applicable reporthegjuirements and subject to the restrictions ofi®@ed 62(m) of the Code, we will be
entitled to a deduction in an amount equal to ifferénce between the fair market value of the ebat the date of issuance over the purchas
price, if any, paid for the deferred stock. Empl@taxes with respect to these awards will gelyebal due in the year of vesting.

Performance Award<The award of a performance or annual incentive dwall have no federal income tax consequencesisaor for the
grantee. The payment of the award is taxable t@atge as ordinary income. If we comply with apgdbile reporting requirements and, subject
to the restrictions of Section 162(m) of the Casle,will be entitled to a business expense dedudtidhe same amount and generally at the
same time as the grantee recognizes ordinary income

Section 409A of the Cod€ertain types of awards under the 2010 Planudhg, but not limited to RSUs and deferred stosy constitute,

or provide for, a deferral of compensation subjecdection 409A of the Code. Unless certain requénets set forth in Section 409A of the
Code are complied with, holders of such awards beataxed earlier than would otherwise be the casg. ( at the time of vesting instead of
the time of payment) and may be subject to an madit 20% penalty tax (and, potentially, certaitenest penalties). To the extent applicable,
the 2010 Plan and awards granted under the 2010aRdaintended to be structured and interpretedmaply with Section 409A of the Code
and the Department of Treasury regulations and datlberpretive guidance that may be issued undeti®e409A of the Code.

Section 162(m) of the Codén general, under Section 162(m) of the Code, iretem deductions of publicly-held corporations rbaylimited

to the extent total compensation for certain exeeuifficers exceeds $1 million (less the amouramy “excess parachute payments” as
defined in Section 280G of the Code) in any taxgeler of the corporation. However, under Sectio®’(df of the Code, the deduction limit
does not apply to certain “performance-based” corapion. Stock options and SARs will satisfy therfprmance-based” exception if (a) the
awards are made by a qualifying compensation cotaei{b) the plan sets the maximum number of stihegsan be granted to any person
within a specified period and (c) the compensaisdmased solely on an increase in the stock pftee the grant date. The 2010 Plan has been
designed to permit the plan administrator to gedotk options and SARs which will qualify as “perfance-based compensatiom addition,
other performance-based awards under the 2010nfdgrbe intended to constitute QPBC, as discussaxkab

2003 LongTerm Incentive PlanUpon the receipt of the approval of our sharetidaf the 2010 Plan, the 2010 Plan replaced o3 2Ong-
Term Incentive Plan on January 14, 2011 and nbéugrants of awards under will be made under @@32.ong-Term Incentive Plan. On
October 31, 2003, our Board of Directors adopted2@03 Long-Term Incentive Plan. The purpose of2b@3 Long-Term Incentive Plan is to
foster and promote our long-term financial suc@ssinterests and to materially increase the vafulke equity interests in the Company by:
(a) encouraging the long-term commitment of sebb&y employees, (b) motivating superior perforngaotkey employees by means of long-
term performance related incentives, (c) encourpgimd providing key employees with a formal progfamobtaining an ownership interest in
the Company, (d) attracting and retaining outstagdiey employees by providing incentive compensatipportunities competitive with other
major companies, and (e) enabling participatiokdsy employees in our long-term growth and finansiaicess. The plan is administered by
our Compensation Committee. Our Compensation Coteenlfitas the full power and authority to construeiaterpret the 2003 Long-Term
Incentive Plan and may, from time to time, adomthswles and regulations of carrying out the 2008d-Term Incentive Plan as it may deem
appropriate. The decisions of the Compensation Citteerare final, conclusive and binding upon alttiies.
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Under the 2003 Longerm Incentive Plan, the Compensation Committeethasuthority to grant to our key employees anasatiants th
following types of awards (“Incentive Awards”)) 6tock options in the form of ISOs qualified undection 422 of the Code, or NSOs, or |
(“Options™); (ii) SARs; (iii) restricted stock (“Raricted Stock™); (iv) performancleased awards; and (v) supplemental payments dedidc
payment of any income taxes that may be payabt®mjunction with the 2003 Longierm Incentive Plan. All of our employees are dligitc
participate in the 2003 Lon§erm Incentive Plan. A total of 1,200,000 shares@imon stock had been reserved for grants of tiva
Awards under the 2003 Long-Term Incentive Plan.

The Compensation Committee may limit an optioneiglst to exercise all or any portion of an Optiartilone or more dates subsequent to th
date of grant. The Compensation Committee alsdh®asght, in its sole discretion, to accelerate dlate on which all or any portion of an
Option may be exercised. The 2003 Long-Term Ingerfilan also provides that, under certain circuntgs, if any employee is terminated
within two years after a Change of Control (asmiediin the 2003 Long-Term Incentive Plan), eachddpir SAR then outstanding shall
immediately become vested and immediately exertdsatfull, all restrictions and conditions of &lestricted Stock then outstanding shall be
deemed satisfied and the restriction period to leyéred, and all Performance Shares and Perforendnis shall become vested, deemed
earned in full and properly paid. In the event ahange of control, however, our Board of Directoisy, after notice to the participant, require
the participant to “cash-out” his or her rightstiansferring them to the Company in exchange feir thquivalent “cash value.”

If we terminate an employee’s employment for arasoa other than death, disability, retirement, inntary termination or termination for
good reason, any Incentive Award outstanding atithe and all rights there under will terminategdamless otherwise established by the
Compensation Committee, no further vesting shalloand the participant shall be entitled to exsrtiis or her rights (if any) with respect to
the portion of the Incentive Award vested as ofdhte of termination for a period of 30 calendaydafter such termination date; provided,
however, that if an Employee is terminated for eatlsis employea' right to exercise his or her rights (if any) widlspect to the vested porti
of his or her Incentive Award shall terminate ashef date of termination of employment. In the éxdriermination for death, disability,
retirement, or in connection with a change in aointn Incentive Award may be only exercised aviged in an individual’s incentive
agreement, or as determined by the Compensationmittee.

Options. No ISO may be granted with an exercise priceshare less than the fair market value of the comstack at the date of grant. NSO
may be granted at any exercise price. The exepeise of an Option may be paid in cash, by an eajait method acceptable to the
Compensation Committee, or, at the Compensationmitiee’s discretion, by delivery of already ownéduses of common stock having a fair
market value equal to the exercise price, or,@Gbmpensation Committee’s discretion, by delivarg combination of cash and already
owned shares of common stock. However, if the optoacquired the stock to be surrendered direcilydirectly from us, he or she must hi
owned the stock to be surrendered for at leagnsinths prior to tendering such stock for the exseraif an Option.

An eligible employee may receive more than one 8@ the maximum aggregate fair market value ofcttramon stock (determined when
ISO is granted) with respect to which ISOs are fissercisable by such employee in any calendar gezamot exceed $100,000. In addition, no
ISO may be granted to an employee owning direatipdirectly stock possessing more than 10% oftti@ combined voting power of all
classes of our stock (a 10% shareholder), unlesexhbrcise price is not less than 110% of thenfiairket value of the shares subject to such
on the date of grant. Awards of NSO are not sulifetitese special limitations.

Except as otherwise provided by the Compensatianr@iittee, awards under the 2003 Long-Term InceriRilam are not transferable other thar
as designated by the participant by will or byldes of descent and distribution. The expiratioteds an 1SO is determined by the
Compensation Committee at the time of the grarttirbno event may an ISO be exercisable after tip&ration of 10 years from the date of
grant of the I1SO (five years in the case of an f8énted to a 10% shareholder).
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SARs. SARs may be granted under the 2003 Long-TermniingePlan in conjunction with all or part of an @m, or separately. The exercise
price of the SAR shall not be less than the fairkatvalue of the common stock on the date of lamigof the option to which it relates or the
date of grant of an independent SAR. The SAR gdaimeonjunction with an Option will be exercisaloiely when the underlying Option is
exercisable and once an SAR has been exercisel#ted portion of the Option underlying the SAR wrminate. Within thirty (30)

calendar days of the exercise of an SAR, the Comnpélhpay to the participant in cash, common stomka combination thereof (the method
of payment to be at the discretion of the Compémsaommittee), an amount equal to the excesseofdin market value of the common stock
on the exercise date over the option price, migiipby the number of SARs being exercised.

The Compensation Committee, either at the timearfitgor at the time of exercise of any NSO or SARy provide for a supplemental
payment (“Supplemental Payment”) by the Comparthégparticipant with respect to the exercise of S0 or SAR, in an amount specified
by the Compensation Committee, but which shallaxaeed the amount necessary to pay the incomeatabfe with respect to both the
exercise of the NSO and/or SAR and the receipt@Qupplemental Payment, based on the assumptibththparticipant is taxed at the
maximum effective income tax rate on such amodiris. Compensation Committee shall have the diserétiggrant Supplemental Payments
that are payable in cash, common stock, or a caatibimof both, as determined by the Compensatiani@ittee at the time of payment.

Restricted Stock Restricted Stock awards may be granted unde2@f8 Long-Term Incentive Plan, and the provisigogliaable to a grant of
Restricted Stock may vary among participants. lkintgpan award of Restricted Stock, the Compensaiommittee will determine the perio
during which the Restricted Stock is subject tddiure. During the restriction period, the Papant may not sell, transfer, pledge or assigi
Restricted Stock, but will be entitled to vote fRestricted Stock. The Compensation Committee,eatithe of vesting of Restricted Stock, may
provide for a Supplemental Payment by the Compartlge participant in an amount specified by the @ensation Committee that shall not
exceed the amount necessary to pay the incomeatabfe with respect to both the vesting of the iR#etl Stock and receipt of the
Supplemental Payment, based on the assumptioththagrticipant is taxed at the maximum effectiveoime tax rate on such amount.

Performance UnitsThe Compensation Committee may grant Incentivara representing a contingent right to receivéa ¢d2erformance
Units”) or shares of common stock (“Performancer8éig at the end of a performance period. The Corsgiion Committee may grant
Performance Units and Performance Shares in sutdinaer that more than one performance periodpsdgress concurrently. For each
performance period, the Compensation Committed sktblish the number of Performance Units ord®ardnce Shares and the contingent
value of any Performance Units or Performance Sharkich may vary depending on the degree to whé&formance objectives established
by the Compensation Committee are met. The Compiensaommittee may modify the performance measanesobjectives as it deems
appropriate.

The basis for payment of Performance Units or Perémce Shares for a given performance period bedlhe achievement of those financial
and non-financial performance objectives determimgthe Compensation Committee at the beginning@performance period. If minimum
performance is not achieved for a performance gerio payment shall be made and all contingentsighall cease. If minimum performance
is achieved or exceeded, the value of a Performdndeor Performance Share shall be based on theddo which actual performance
exceeded the pre-established minimum performacelatds, as determined by the Compensation Conemittee amount of payment shall be
determined by multiplying the number of Performahiréts or Performance Shares granted at the begirofithe performance period by the
final Performance Unit or Performance Share vahayments shall be made, in the discretion of the@&msation Committee, solely in cast
common stock, or a combination of cash and comrtaeksfollowing the close of the applicable perfamee period.
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The Compensation Committee, at the date of paymatht respect to such Performance Units or PerfomaaBhares, may provide fo
Supplemental Payment by us to the participant irmmiount specified by the Compensation Committeachvbkhall not exceed the amo
necessary to pay the income tax payable with régpeitbhe amount of payment made with respect tt ferformance Units or Performa
Shares and receipt of the Supplemental Paymergdh@asthe assumption that the participant is tatetle maximum effective income tax 1
on such amount.

Nor-Employee Director Option PlanThe purpose of our Non-Employee Director Stocki@pPlan is to foster and promote our long-term
financial success and interests and to materiatlgeiase the value of the equity interests in tha@amy by: (a) increasing our ability to attract
and retain talented men and women to serve on oard3of Directors, (b) increasing the incentivest these non-employee directors have to
help us succeed and (c) providing our non-emplayetors with an increased opportunity to shareunlong-term growth and financial
success.

Under the Non-Employee Director Stock Option PEach non-employee director will be granted optiongurchase 25,000 shares of our
common stock upon their election to our Board akbliors. In addition, each non-employee directdrbvéi awarded an option to purchase an
additional 3,000 shares of our common stock fohdalt year of service on our Board of DirectorsieTexercise price for each of these option:
will be equal to the fair market value of our commstock on the date the option is granted. Theotseeprice of an option is payable only in
cash or an equivalent acceptable to our Compems@oonmittee. The Non-Employee Director Stock Optiten also permits the “cashless”
exercise of options granted under the Non-Empld®jieector Stock Option Plan. Options awarded untlerNon-Employee Director Stock
Option Plan are not transferable other than agdated by the grantee by will or by the laws ofcdes and distribution unless otherwise
provided in the option agreements pursuant to whiah Options are awarded. Other than the optiessribed in this paragraph, no non-
employee director shall be eligible to receive aguity interest in the Company in consideratiosuwth non-employee directsrservice on ot
board.

Each of these options will have a ten-year terme-@iird of the options will be exercisable immedigtupon grant, and one-half of the
remaining portion of each option grant will vestidrecome exercisable on the first and second arsaigedates of the date of grant. Any
options which remain unvested at the time a nonleyae director’s service as a member of our boamthinates shall terminate upon such
termination of service unless such termination ltestom such non-employee directodeath or occurs upon a change of control, in kvbas:
all of such unvested options shall immediately wgsin such death or Change of Control (as definédd Non-Employee Director Stock
Option Plan). In the event of a Change of Contasldefined in the Non-Employee Director Stock Qpftan), we may, after notice to the
grantee, require the grantee to “cash out” histsigpy transferring them to the Company in exchdbgéheir equivalent “cash value.”

A total of 275,000 shares of common stock have beserved for grants of stock options under the-Norployee Director Stock Option Plan.
The Non-Employee Director Stock Option Plan witinénate on October 30, 2014 (unless extended) siégminated earlier by our Board of
Directors.

Tax ConsequencedJnder current tax laws, the grant of an optionggelly will not be a taxable event to the optigresed we will not be
entitled to a deduction with respect to such grdpbn the exercise of an option, the non-employestbr optionee will recognize ordinary
income at the time of exercise equal to the exoktse then fair market value of the shares of camistock received over the exercise price.
The taxable income recognized upon exercise ohgumalified option will be treated as compensatimoime subject to withholding, and we
will be entitled to deduct as a compensation expamsamount equal to the ordinary income an optisaeognizes with respect to such
exercise. When common stock received upon the iseeof a nonqualified option subsequently is saléxxhanged in a taxable transaction
holder thereof generally will recognize capitalrgéor loss) equal to the difference between thal srhount realized and the fair market value
of the common stock on the date of exercise; tlagastter of such gain or loss as long-term or steont+ capital gain or loss will depend upon
the holding period of the shares following exercise

Amendment and TerminatiarOur Board of Directors may from time to time ameand our Board of Directors may terminate, th&@No
Employee Director Stock Option Plan, provided tiasuch action shall adversely affect any mategated benefits or rights under the Non-
Employee Director Stock Option Plan without the smt of the non-employee director affected by satton. In addition, no amendment may
be made without the approval of our shareholdeshafeholder approval is necessary in order to tomih applicable law.
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2012 Director Compensation

We use a combination of cash and equity incenty@®mpensate our non-employee directors. Diresttis are also our employees received
no compensation for their service on our Board ioé®ors in fiscal 2012. To determine the apprdpriavel of compensation for our non-
employee directors, we take into considerationstgaificant amount of time and dedication requibgdhe directors to fulfill their duties on
our Board of Directors and Board of Directors coiheas as well as the need to continue to attrgtiygualified candidates to serve on our
Board of Directors. In addition, our compensatioraagement with Mel Marks reflects his 50 yearsadévant experience in the industry and
our Company. The information provided in the follog/table reflects the compensation received bydinecctors for their service on our Board
of Directors in fiscal 2012.

Fees Earnec

or Paid in Option All Other

Name Cash Stock Awards  Awards (1) Compensatior Total

Philip Gay $ 90,00 $ - $ 9,49 $ - $ 99,49:
Rudolph Bornet $ 71,50 $ - $ 9,49 $ - $ 80,99
Scott J. Adelsol $ 51,000 $ - $ 17,14« $ - $ 68,14+
Duane Miller $ 69,50C $ - $ 8,46¢ $ - $ 77,96¢
Jeffrey Mirvis $ 74,50 $ - $ 18,52¢ $ - $ 93,02¢
Mel Marks $ - % - $ - % 350,00 $ 350,00(

(1) Option award amounts reflect the aggregate graetfdir value of option award

We have supplemental compensatory arrangementsveitiMarks, our founder, largest shareholder andhivex of our Board of Directors. In
August 2000, our Board of Directors agreed to eaddgl Marks to provide consulting services to oompany. Mr. Marks is paid an annual
consulting fee of $350,000 per year. We can tertaipar consulting arrangement with Mr. Marks at eime.

We pay Mr. Gay $90,000 per year for serving onBaogrd of Directors, as well as assuming the respiitg for being Chairman of our Audit
and Ethics Committees.

In addition, each of our non-employee directoregothan Messrs. Marks and Gay, receives annugbeonsation of $20,000 and is paid a fee
of $2,000 for attending each Board of Directors tingge $2,000 for attending each Audit Committee timgeand $500 for any other Board of
Directors committee meeting attended. Each dirdstalso reimbursed for reasonable out-of-pockpeases incurred to attend Board of
Directors or Board of Directors committee meetings.

Under our Non-Employee Director Stock Option Plkach non-employee director is granted options tolase 25,000 shares of our common
stock upon their election to our Board of Directdmsaddition, each noemployee director is awarded an option to purclasadditional 3,00
shares of our common stock for each full year ofise on our Board of Directors.

Indemnification of Executive Officers and Directors

Article Seven of our Restated Certificate of Inagtion provides, in part, that to the extent reggliby New York Business Corporation Law,
or NYBCL, no director shall have any personal ligpio us or our shareholders for damage for amabh of duty as such director, provided
that each such director shall be liable under tfiewing circumstances: (a) in the event that agjuént or other final adjudication adverse to
such director establishes that his acts or omissimre in bad faith, involved intentional miscondoica knowing violation of law or that such
director personally gained in fact a financial jirof other advantage to which such director wadewally entitled or that such director’s acts
violated Section 719 of the NYBCL or (b) for anyt ac omission prior to the adoption of Article Sevaf our Restated Certificate of
Incorporation.
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Article Nine of our Amended and Restated Bylawsvjate that we shall indemnify any person, by reasitie fact that such person is or was :
director or officer of our Company or served anlyestcorporation, partnership, joint venture, trestployee benefit plan, or other enterprise ir
any capacity at our request, against judgmentssfiamounts paid in settlement and reasonable sepgimcluding attorney’fees incurred as
result of an action or proceeding, or any appezatetiiom, provided, however, that no indemnificatétvall be made to, or on behalf of, any
director or officer if a judgment or other finaljadication adverse to such director or officer bBishes that (a) his or her acts were committed
in bad faith or were the result of active and dasiglte dishonesty and, in either case, were materthke cause of action so adjudicated, or (k

or she personally gained in fact a financial profibther advantage to which he or she was notljegatitled.

We may purchase and maintain insurance for ouriodemnification and for that of our directors arfficers and other proper persons as
described in Article Nine of our Amended and RestdBylaws. We maintain and pay premiums for dineitand officers’ liability insurance
policies.

We are incorporated under the laws of the Statéesi York and Sections 721-726 of Article 7 of th€BCL provide for the indemnification
and advancement of expenses to directors and &ffiSection 721 of the NYBCL provides that indenwmaifion and advancement of expenses
provisions contained in the NYBCL shall not be dedrexclusive of any rights which a director or aéfi seeking indemnification or
advancement of expenses may be entitled, provideddemnification may be made on behalf of anydoeor officer if a judgment or other
final adjudication adverse to the director or adfiestablishes that his or her acts were commiittédd faith or were the result of active and
deliberate dishonesty and were material to theecatiaction so adjudicated, or that he or she pailgogained in fact a financial profit or otr
advantage to which he or she was not legally entitl

Section 722 of the NYBCL permits, in general, a Néovk corporation to indemnify any person madethveatened to be made, a party to an
action or proceeding by reason of the fact thadrhg&he was a director or officer of that corponatior served another entity in any capacity at
the request of that corporation, against any judgnfanes, amounts paid in settlement and reaseragenses, including attorney’s fees
actually and necessarily incurred as a result ofi iction or proceeding, or any appeal thereisiiéh person acted in good faith, for a purpose
he or she reasonably believed to be in, or, irctse of service of another entity, not opposeth®best interests of that corporation and, in
criminal actions or proceedings, who in addition In@ reasonable cause to believe that his or et was unlawful. However, no
indemnification may be made to, or on behalf of; dimector or officer in a derivative suit in regpef (a) a threatened action or a pending
action that is settled or otherwise disposed d¢bpany claim, issue or matter for which the perkas been adjudged to be liable to the
corporation, unless and only to the extent thaiwatan which the action was brought, or, if noi@aetwas brought, any court of competent
jurisdiction, determines upon application that pleeson is fairly and reasonably entitled to inddynfar that portion of settlement and exper
as the court deems proper.

Section 723 of the NYBCL permits a New York corgaa to pay in advance of a final disposition o€Bwaction or proceeding the expenses
incurred in defending such action or proceedingnugeeipt of an undertaking by or on behalf ofdirector or officer to repay such amount
and to the extent, required by statute. Sectionof2he NYBCL permits a court to award the indenwaifion required by Section 722.

Section 725 provides for repayment of such expewses the recipient is ultimately found not to Initbed to indemnification. Section 726
provides that a corporation may obtain indemnifaainsurance indemnifying itself and its directarsd officers.

The foregoing is only a summary of the describexfiees of the NYBCL and our Restated Certificaténmiorporation, as amended, and
Amended and Restated Bylaws and is qualified ieritirety by the reference to such sections ande@hdocuments.
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Compensation Committee Interlocks and Insider Partipation

The Compensation Committee of our Board of Directimtermines the compensation of our officers aretrs. None of our executive
officers currently serves on the compensation catemor board of directors of any other companwioich any members of our Board of

Directors or our Compensation Committee is an eteewofficer.

Item 12. Security Own ership of Certain BeneficiaDwners And Management and Related Stockholder Mattes

The following table sets forth, as of September2B4,2, certain information as to the common stogkership of each of our named executive

officers, directors, all executive officers andetitors as a group and all persons known by us tbebbeneficial owners of more than five

percent of our common stock. The percentage of comstock beneficially owned is based on 14,471 8#kes of common stock outstanding

as of September 24, 2012.

Beneficial ownership is determined in accordandé wie rules of the SEC. In computing the numbest@res beneficially owned by a person
and the percentage of ownership held by that pest@ares of common stock subject to options helthaiyperson that are currently exercis.
or will become exercisable within 60 days of Sefien4, 2012 are deemed outstanding, while them®stare not deemed outstanding for

determining the percentage ownership of any oteesqn. Unless otherwise indicated in the footnb&dew, the persons and entities named in

the table have sole voting and investment powdr véspect to all shares beneficially owned, sulicommunity property laws where
applicable. Unless otherwise indicated in the fotgs below, the address of the stockholder is adtoktar Parts of America, Inc. 2929

California Street, Torrance, CA 90503.

Amount and Nature of Percent o

Name and Address of Beneficial Shareholde Beneficial Ownershipr ) Class
Wellington Trust Company, NA (Z

280 Congress Street, Boston, MA 02: 1,053,68:! 7.2%
Selwyn Joffe (3 856,00( 6.4%
Mel Marks 660,61: 4.€
Scott Adelson (4 44,00( *
Rudolph Borneo (5 63,00( *
Philip Gay (6) 43,00( *
Duane Miller (7) 34,00( *
Jeffrey Mirvis (8) 37,00( *
Doug Schooner (¢ 44,09: *
Steve Kratz (10 18,50( *
Michael Umansky (11 45,00( *
David Lee (12 9,50( *
Kevin Daly (13) 10,50( *
Directors and executive officers as a gr— 12 persons (14 1,865,20! 12.€%

* Less than 1% of the outstanding common stock.

(1) The listed shareholders, unless otherwise indicatdle footnotes below, have direct ownership dkieramount of shares indicated in

table.

(2) Based on information contained in filings made hghsstockholders with the SEC on as reported im sach stockholder's most rec
Schedule 13F filing. Since there may have beenegjptent purchases or sales of securities, thisrirdtion may not reflect the curr

holdings by these stockholde

(3) Includes 201,500 shares issuable upon exerciserroérily exercisable options under the 1994 Stopkidd Plan; and 600,000 sha

issuable upon exercise of options under the 200%)0eerm Incentive Plai
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(4) Includes 34,000 shares issuable upon exercisergdrily exercisable options granted under the 2004-Employee Director Stock Opti
Plan.

(5) Includes 43,000 shares issuable upon exerciserdrly exercisable options granted under the 200d-Employee Director Stock Optir
Plan.

(6) Represents 43,000 shares issuable upon exerciserreitly exercisable options granted under the4288nEmployee Director Stor
Option Plan

(7) Represents 34,000 shares issuable upon exercisarreitly exercisable options granted under the4286nEmployee Director Stot
Option Plan

(8) Includes 31,000 shares issuable upon exerciserdrly exercisable options granted under the 2004-Employee Director Stock Optir
Plan.

(9) Represents 44,000 shares issuable upon exeroisereftly exercisable options under the 2003 LoaghTIncentive Plan, and includes
shares of common stock held by The Schooner 2068Ifarust. Mr. Schooner expressly disclaims owhgrf the shares held by T
Schooner 2003 Family Trus

(10) Represents 18,500 shares issuable upon exeraisereftly exercisable options under the 2003 LoammTIncentive Plar
(11) Represents 45,000 shares issuable upon exeraisereftly exercisable options under the 2003 LoamnTIncentive Plar
(12) Includes 7,500 shares issuable upon exercise tértly exercisable options under the 2003 Long Tkrrentive Plan
(13) Includes 7,500 shares issuable upon exercise tdrttly exercisable options under the 2003 Long Tewentive Plan

(14) Includes 201,500 shares issuable upon exerciseradrly exercisable options granted under the 1R@4k Option Plan; 722,500 shares
issuable upon exercise of currently exercisabl@ooptgranted under the 2003 Long Term Incentive;Riad 185,000 shares issuable u
exercise of currently exercisable options grantedien the 2004 Nc-Employee Director Stock Option Ple

Information regarding our securities authorizedi$suance under our equity compensation plan isdan Item 5 “Market for Registrant’s
Common Equity, Related Stockholder Matters anddsBwrchases of Equity Securities-Equity Compeos@ian Information.”

Item 13. Certain Rela tionsh ips and Related Transgions, and Director Independence

We have entered into a consulting agreement withNiéeks, our founder, member of our Board of Dicgstand largest shareholder. We
currently pay Mr. Marks a consulting fee of $35@@@r year under this arrangement. We have alseddo pay Mr. Gay, a member of our
Board of Directors, $90,000 per year for his senas a member of our Board of Directors and Chairafaur Audit Committee. For
additional information, see the discussion undercdption “Executive Compensation” “2012 Direct@an@pensation.”

In addition, on May 3, 2012, we entered into a RigiFirst Refusal Agreement with Mr. Marks and khelrks Enterprises LLLP, a limited
liability limited partnership controlled by Mr. Mkgs (the “Shareholders™yhich, among other things, provides us with thétrigp purchase ar
or all shares of common stock that the Shareholol@zose to sell or transfer, subject to certatepkons. Pursuant to the Right of First
Refusal Agreement, we have 30 days after noti@embposed sale or transfer to exercise our r@pttchase such shares, and may do so at
price that is 10% below the average daily closirigepper share of our common stock for the fivessmutive trading days immediately
preceding the date of such notice. The Right cftRRefusal Agreement has a term of three years.

We do not have a written policy applicable to arnsaction, arrangement or relationship betweeandsa related party. Our practice with
regards to related party transactions has beewsuioBoard of Directors, or a committee thereofiei@iew, approve and/or ratify such
transactions as they arise. In making its detertiinao approve or ratify a transaction, our Boafiirectors, or a committee thereof, would
consider such factors as (i) the extent of theedlparty’s interest in the transaction, (i) ifpdipable, the availability of other sources of
comparable products or services, (iii) whetherténms of the related party transaction are nofessrable than terms generally available in
unaffiliated transactions under like circumstan¢a$,the benefit to us, and (v) the aggregate eafithe transaction.
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Director Independence

Information regarding the independence of our dineccan be found in Item 10 “Directors, Execut®icers and Corporate Governance -
Corporate Governance, Board of Directors and Coteastof the Board of Directors. ”

Item 14. Prin cip al Accountant Fees and Services

The following table summarizes the total fees wiel p@our independent certified public accountaBtsist & Young LLP, for professional
services provided during the following fiscal yearsled March 31:

2012 2011 2010
Audit Fees $ 2,668,000 $ 1,143,000 $ 1,168,00!
Tax Fees 346,00( 126,001 45,00(
All Other Fees 85,00( 300,00( -
Total $ 3,099,000 $ 1,569,000 $ 1,213,00i

Audit fees in fiscal 2012, 2011 and 2010 consistie@) the audit of our annual financial statemeiii} the reviews of our quarterly financial
statements, and (iii) audit of internal control ofieancial reporting.

Tax fees in fiscal 2012 related primarily to ougaisition, the preparation of federal and stateréurns, transfer pricing, and other state
income tax research. Tax fees in fiscal 2011 rdlatémarily to the preparation of federal and statereturns, transfer pricing, and other state
income tax research. Tax fees in fiscal 2010 rdlptémarily to the transfer pricing, consultatianresponse to the Company’s IRS
examination, and tax accounting method charges.

Other fees billed in fiscal 2012 and 2011 consistiegrofessional services for due diligence woillatel to our acquisitions.
Our Audit Committee must pre-approve all audit and-audit services to be performed by our indepenadeditors and will not approve any

services that are not permitted by SEC rules. Athe audit and non-audit related fees in fiscdl2®011 and 2010 were pre-approved by the
Audit Committee.
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Item 15. Exhibits, Fina ncial Statement Schedules
a. Documents filed as part of this report:

(1) Index to Consolidated Financial Statements

PART IV

Reports of Independent Registered Public Accourfing 94
Consolidated Balance She F-1
Consolidated Statements of Operati F-2
Consolidated Statement of Sharehol’ Equity F-3
Consolidated Statements of Cash Fl¢ F-4
Notes to Consolidated Financial Statems F-5
(2) Schedules
Schedule I— Valuation and Qualifying Accoun S-1
(3) Exhibits:
Number Description of Exhibit Method of Filing
3.1 Certificate of Incorporation of the Incorporated by reference to Exhibit 3.1 to the @any’s Registration
Company Statement on Form SB-2 declared effective on Ma&;h1994 (the “1994
Registration Stateme”).
3.2 Amendment to Certificate of Incorporati  Incorporated by reference to Exhibit 3.2 to the @any’s Registration
of the Company Statement on Form S-1 (No. 33-97498) declared &ff=on November
14, 1995 (the*1995 Registration Statem(”).
3.3 Amendment to Certificate of Incorporati  Incorporated by reference to Exhibit 3.3 to the @any’s Annual Report
of the Company on Form 10-K for the fiscal year ended March 3197.&he “1997 Form
1C-K™).
3.4 Amendment to Certificate of Incorporati  Incorporated by reference to Exhibit 3.4 to the @any’s Annual Report
of the Company on Form 10-K for the fiscal year ended March 3198 &he “1998 Form
1C-K™).
3.5 Amendment to Certificate of Incorporati  Incorporated by reference to Exhibit C to the Cony@proxy statement
of the Compan on Schedule 14A filed with the SEC on NovemberZti)3.
3.6 Amended and Restated By-Laws of the Incorporated by reference to Exhibit 3.1 to ther€ar Report on Form 8-
Company K filed on August 24, 201(
4.1 Specimen Certificate of the Company’s  Incorporated by reference to Exhibit 4.1 to thedl 8@&gistration
common stocl Statement
4.2 Form of Underwriter’'s common stock Incorporated by reference to Exhibit 4.2 to thedl®@gistration
purchase warrat Statement
4.3 1994 Stock Option Plan Incorporated by reference to Exhibit 4.3 to thedlB@gistration
Statement
4.4 Form of Incentive Stock Option Incorporated by reference to Exhibit 4.4 to thedlB@gistration

Agreemen

Statement
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Number Description of Exhibit Method of Filing
4.5 1994 Non-Employee Director Stock Incorporated by reference to Exhibit 4.5 to the @any’s Annual Report
Option Plar on Form 1-KSB for the fiscal year ended March 31, 19
4.6 1996 Stock Option Plan Incorporated by reference to Exhibit 4.6 to the @any’s Registration
Statement on Form S-2 (No. 333-37977) declarea®ff=on November
18, 1997 (th¢*1997 Registration Statem).
4.7 2003 Long Term Incentive Plan Incorporated by reference to Exhibit 4.9 to the @any’s Registration
Statement on Form-8 filed with the SEC on April 2, 200
4.8 2004 Non-Employee Director Stock Incorporated by reference to Appendix A to the Fr8iatement on
Option Plar Schedule 14A for the 2004 Annual Shareholders Mge
4.9 Registration Rights Agreement amongt Incorporated by reference to Exhibit 10.2 to CuriRaport on Form 8-K
Company and the investors identified o1  filed on May 18, 2007.
the signature pages thereto, dated as o
May 18, 2007
4.10 Form of Warrant to be issued by the Incorporated by reference to Exhibit 10.4 to Curfeeport on Form 8-K
Company to investors in connection witl  filed on May 18, 2007.
the May 2007 Private Placeme
411 2010 Incentive Award Plan Incorporated by reference to Appendix A to the Br8iatement on
Schedule 14A filed on December 15, 20
10.1 Amendment to Lease, dated October 3, Incorporated by reference to Exhibit 10.17 to tlec@mber 31, 1996 For
1996, by and between the Company an  10-Q.
Golkar Enterprises, Ltd. relating to
additional property in Torrance, Califorr
10.2 Lease Agreement, dated September 19 Incorporated by reference to Exhibit 10.18 to tA83. Registration
1995, by and between Golkar Enterprisi  Statement.
Ltd. and the Company relating to the
Company’s facility located in Torrance,
California
10.3 Agreement and Plan of Reorganization, Incorporated by reference to Exhibit 10.22 to tB87LForm 10-K.
dated as of April 1, 1997, by and amon¢
the Company, Mel Marks, Richard Mark
and Vincent Quek relating to the
acquisition of MVR and Unijol
10.4 Form of Indemnification Agreement for  Incorporated by reference to Exhibit 10.25 to tB87LRegistration
officers and director Statement
10.5 Second Amendment to Lease, dated Mi Incorporated by reference to Exhibit 10.44 to tA83210-K.
15, 2002, between Golkar Enterprises, |
and the Company relating to property in
Torrance, Californi:
10.6* Addendum to Vendor Agreement, datec Incorporated by reference to Exhibit 10.15 to tB8£10-K.

May 8, 2004, between AutoZone Parts,
Inc. and the Compar
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Number

Description of Exhibit

Method of Filing

10.7

10.8

10.9

10.10

10.11*

10.12

10.13

10.14

10.15

10.16*

10.17*

Form of Orbian Discount Agreement
between the Company and Orbian C¢

Form of Standard Industrial/Commercia
Multi-Tenant Lease, dated May 25, 200.
between the Company and Golkar
Enterprises, Ltd for property located at !
Maple Avenue, Torrance, Californ

Build to Suit Lease Agreement, dated
October 28, 2004, among Motorcar Par
de Mexico, S.A. de CV, the Company a
Beatrix Flourie Geoffroy

Amendment No. 3 to Pay-On-Scan
Addendum, dated August 22, 2006,
between AutoZone Parts, Inc. and the
Company

Amendment No. 1 to Vendor Agreemen
dated August 22, 2006, between AutoZ:
Parts, Inc. and Motorcar Parts of Americ
Inc.

Lease Agreement Amendment, dated
October 12, 2006, between the Compatr
and Beatrix Flourie Geffro

Third Amendment to Lease Agreement,
dated as of November 20, 2006, betwee
Motorcar Parts of America, Inc. and
Golkar Enterprises, Ltc

Securities Purchase Agreement among
Company and the investors identified ot
the signature pages thereto, dated as o
May 18, 2007

Amended and Restated Employment
Agreement, dated as of December 31,
2008, by and between the Company an
Selwyn Joffe

Vendor Agreement dated as of March 3
2009, between the Company and Autoz
Parts, Inc

Core Amendment to Vendor Agreement
dated as of March 31, 2009, between tF
Company and AutoZone Parts, i

Incorporated by reference to Exhibit 10.17 to th8£210-K.

Incorporated by reference to Exhibit 10.18 to tB8£210-K.

Incorporated by reference to Exhibit 99.1 to Curfeeport on Form 8-K
filed on November 2, 2004.

Incorporated by reference to Exhibit 99.1 to CuriRaport on Form 8-K
filed on August 30, 2006.

Incorporated by reference to Exhibit 99.2 to Curfeeport on Form 8-K
filed on August 30, 2006.

Incorporated by reference to Exhibit 99.1 to CuriReport on Form 8-K
filed on October 20, 2006.

Incorporated by reference to Exhibit 99.1 to Curfeeport on Form 8-K
filed on November 27, 2006.

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on May 18, 2007.

Incorporated by reference to Exhibit 10.1 to CurifReport on Form 8-K
filed January 7, 2009.

Incorporated by reference to Exhibit 10.1 to Curfeeport on Form 8-K
filed May 5, 2009.

Incorporated by reference to Exhibit 10.2 to Curieeport on Form 8-K
filed May 5, 2009.
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Number

Description of Exhibit

Method of Filing

10.18

10.19 *

10.20 *

10.21*

10.22 *

10.23 *

10.24

10.25

10.26

10.27

Revolving Credit and Term Loan
Agreement, dated as of October 29, 20(
between the Company and Union Bank
N.A. and Branch Banking & Tru:
Company

Vendor Agreement Addendum, dated a
March 31, 2009, between the Company
and AutoZone Parts, In

Core Amendment to Vendor Agreement
Addendum, dated as of March 31, 2009
between the Company and AutoZone P
Inc.

Master Vendor Agreement, dated as of
April 1, 2009, between the Company an
O'Reilly Automotive, Inc.

Letter Agreement, dated as of April 1,
2009, between the Company and O’'Rei
Automotive, Inc.

Vendor Agreement Addendum, dated a
April 1, 2009 between the Company ant
O'Reilly Automotive, Inc.

First Amendment to the Revolving Cred
and Term Loan Agreement, dated as of
May 12, 2010, between the Company a
Union Bank, N.A. and Branch Banking ¢
Trust Compan)

Debenture, dated August 24, 2010, issL
by Fenwick Automotive Products Limite
to Motorcar Parts of America, In

Addendum to Unanimous Shareholders
Agreement, dated August 24, 2010,
between Motorcar Parts of America, Inc
Fenwick Enterprises Inc., Escal Holding
Inc., Fencity Holdings Inc., Jofen Holdin
Inc., Gordon Fenwick, Paul Fenwick, Ja
Fenwick, Stanley Fenwick, Karen
Fenwick, Jack Shuster and FAPL Holdii
Inc.

Second Amendment to Revolving Credi
and Term Loan Agreement, dated as of
November 3, 2010, between the Comp
and Union Bank, N.A. and Branch
Banking & Trust Compan

Incorporated by reference to Exhibit 10.3 to Quért€urrent Report on
Form 10-Q filed November 9, 2009.

Incorporated by reference to Exhibit 10.1 to CuriReport on Form 8-

K/A filed on December 23, 2009.

Incorporated by reference to Exhibit 10.2 to CuriReport on Form 8-
K/A filed on December 23, 2009.

Incorporated by reference to Exhibit 10.1 to Curifeeport on Form 8-K
filed on January 13, 2010.

Incorporated by reference to Exhibit 10.2 to Curfeeport on Form 8-K
filed on January 13, 2010.

Incorporated by reference to Exhibit 10.3 to Curifeaport on Form 8-K
filed on January 13, 2010.

Incorporated by reference to Exhibit 10.1 to Curfeeport on Form 8-K
filed on May 13, 2010.
Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K

filed on August 30, 2010.

Incorporated by reference to Exhibit 10.2 to Curfeeport on Form 8-K
filed on August 30, 2010.

Incorporated by reference to Exhibit 10.4 to QuéytReport on Form 10-
Q filed on November 8, 2010.
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Number

Description of Exhibit

Method of Filing

10.28

10.29

10.30

10.31*

10.32

10.33

10.34

10.35

10.36

Third Amendment to Revolving Credit a
Term Loan Agreement, dated as of
December 6, 2010, between the Compse
and Union Bank, N.A. and Branch
Banking & Trust Compan

Amended and Restated Debenture, dat
December 15, 2010, issued by Fenwick
Automotive Products Limited to Motorce
Parts of America, Inc

Amended and Restated Addendum to
Unanimous Shareholders Agreement, d
December 15, 2010, between Motorcar
Parts of America, Inc., Fenwick
Enterprises Inc., Jack Shuster, Gordon
Fenwick, Paul Fenwick, Joel Fenwick,
FAPL, Fenwick Automotive Products
Limited, Introcan Inc., Escal Holdings In
Fencity Holdings Inc. and Jofen Holdinc
Inc.

Consignment Agreement, dated as of
March 1, 2011, among Motorcar Parts ¢
America, Inc., Rafko Logistics Inc.,
Fenwick Automotive Products Limited a
FAPL Holdings Inc.

Fourth Amendment to the Revolving
Credit and Term Loan Agreement, date:
of March 31, 2011, by and among
Motorcar Parts of America, Inc., Union
Bank, N.A., and Branch Banking & Trus
Company

Revolving Note, dated as of March 31,
2011, executed by Motorcar Parts of
America, Inc. in favor of Union Bank,
N.A.

Revolving Note, dated as of March 31,
2011, executed by Motorcar Parts of
America, Inc. in favor of Branch Banking
& Trust Company

Purchase Agreement, dated May 6, 201
by and among Motorcar Parts of Americ
Inc., FAPL Holdings Inc., Jack Shuster,
Gordon Fenwick, Paul Fenwick and Joe
Fenwick.

Hold Agreement, dated May 6, 2011,
between Motorcar Parts of America, Inc
and FAPL Holdings Inc

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on December 13, 2010.

Incorporated by reference to Exhibit 10.1 to CuriRaport on Form 8-K
filed on December 21, 2010.

Incorporated by reference to Exhibit 10.2 to Curieeport on Form 8-K
filed on December 21, 2010.

Incorporated by reference to Exhibit 10.1 to CurifRaport on Form 8-K
filed on March 7, 2011.

Incorporated by reference to Exhibit 10.1 to Curfeeport on Form 8-K
filed on April 7, 2011.

Incorporated by reference to Exhibit 10.2 to Curieeport on Form 8-K
filed on April 7, 2011.

Incorporated by reference to Exhibit 10.3 to Curifeeport on Form 8-K
filed on April 7, 2011.

Incorporated by reference to Exhibit 10.1 to Curfeeport on Form 8-K
filed on May 12, 2011.

Incorporated by reference to Exhibit 10.2 to Curieeport on Form 8-K
filed on May 12, 2011.
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Number

Description of Exhibit

Method of Filing

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

Escrow Agreement, dated May 6, 2011,
and among Motorcar parts of America,
Inc., FAPL Holdings Inc., Jack Shuster,
Gordon Fenwick, Paul Fenwick, Joel
Fenwick and Strikeman Elliott LL

Amended and Restated Credit Agreeme
dated May 6, 2011, by and among Fenv
Automotive Products Limited, Introcan
Inc., Manufactures and Traders Trust
Company, M&T Bank and such other
lenders from time to time as may becon
party theretc

Core Amendment No. 3 to Vendor
Agreement, dated as of May 31, 2011, |
and between Motorcar Parts of America
Inc. and AutoZone Parts, In

Core Amendment No. 4 to Vendor
Agreement, dated as of May 31, 2011, |
and between Motorcar Parts of America
Inc. and AutoZone Parts, In

Addendum No. 2 to Amendment No. 1 t
Vendor Agreement, dated as of May 31
2011, by and between Motorcar Parts o
America, Inc. and AutoZone Parts, li

Fifth Amendment to the Revolving Cred
and Term Loan Agreement, dated as of
July 5, 2011, by and among Motorcar P
of America, Inc., Union Bank, N.A., and
Branch Banking & Trust Compatr

Purchase Agreement, dated May 6, 201
by and among Motorcar Parts of Americ
Inc., FAPL Holdings Inc., Jack Shuster,
Gordon Fenwick, Paul Fenwick and Joe
Fenwick

Hold Agreement, dated May 6, 2011,
between Motorcar Parts of America, Inc
and FAPL Holdings Inc

Escrow Agreement, dated May 6, 2011,
and among Motorcar Parts of America,
Inc., FAPL Holdings Inc., Jack Shuster,
Gordon Fenwick, Paul Fenwick, Joel
Fenwick and Stikeman Elliott LL

Incorporated by reference to Exhibit 10.3 to Curieaport on Form 8-K
filed on May 12, 2011.

Incorporated by reference to Exhibit 10.4 to CuriRaport on Form 8-K
filed on May 12, 2011.

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on June 16, 2011.

Incorporated by reference to Exhibit 10.2 to Curfeeport on Form 8-K
filed on June 16, 2011.

Incorporated by reference to Exhibit 10.3 to CuriRaport on Form 8-K
filed on June 16, 2011.

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on July 13, 2011.

Incorporated by reference to Exhibit 10.1 to Curfeeport on Form 8-K
filed on May 12, 2011.

Incorporated by reference to Exhibit 10.2 to Curieeport on Form 8-K
filed on May 12, 2011.

Incorporated by reference to Exhibit 10.3 to Curfeeport on Form 8-K
filed on May 12, 2011.

88




Table of Content

Number

Description of Exhibit

Method of Filing

10.46

10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

Amended and Restated Credit Agreeme
dated May 6, 2011, by and among Fenv
Automotive Products Limited, Introcan
Inc., Manufacturers and Traders Trust
Company, M&T Bank and such other
lenders from time to time as may becon
party theretc

Fifth Amendment, dated as of Novembe
17, 2011, to that certain Standard Indus
Commercial Single Tenant Lease-Gros:
dated as of September 19, 1995, betwe
Golkar Enterprises, Ltd and Motorcar P
of America, Inc., as amend:

Financing Agreement, dated as of Janu
18, 2012,among Motorcar Parts of
America, Inc., each lender from time to
time party thereto, Cerberus Business
Finance, LLC, as collateral agent, and F
Bank, National Association, as
administrative ager

Subscription Agreement, dated April 20
2012

Registration Rights Agreement, dated
April 20, 2012

Right of First Refusal Agreement, dated
May 3, 201z

Employment Agreement, dated as of M
18, 2012, between Motorcar Parts of
America, Inc., and Selwyn Jof

Second Amendment to the Financing
Agreement, dated as of May 24, 2012,
among Motorcar Parts of America, Inc.,
each lender from time to time party ther
Cerberus Business Finance, LLC, as
collateral agent, and PNC Bank, Nation.
Association, as administrative agt

Warrant to Purchase Common Stock, d
May 24, 2012, issued by Motorcar Parts
America, Inc. to Cerberus Business
Finance, LLC in connection with the
Second Amendment to the Financing
Agreemen

Incorporated by reference to Exhibit 10.4 to CuriRaport on Form 8-K
filed on May 12, 2011.

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on November 25, 2011.

Incorporated by reference to Exhibit 10.1 to Curifeeport on Form 8-K
filed on January 24, 2012.

Incorporated by reference to Exhibit 10.1 to CurifReport on Form 8-K
filed on April 23, 2012

Incorporated by reference to Exhibit 10.2 to Curfeeport on Form 8-K
filed on April 23, 2012

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on May 7, 2012

Incorporated by reference to Exhibit 10.1 to Curifeeport on Form 8-K
filed on May 24, 2012.

Incorporated by reference to Exhibit 10.1 to Curfeeport on Form 8-K
filed on May 31, 2012.

Incorporated by reference to Exhibit 10.2 to Curfeeport on Form 8-K
filed on May 31, 2012.
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Number

Description of Exhibit

Method of Filing

10.55

10.56

10.57

10.58

10.59

14.1

21.1

23.0

311

31.2

2L

Revolving Credit/Strategic Cooperation
Agreement, dated as of August 22, 201
by and among Motorcar Parts of Americ
Inc. (solely for purposes of provisions
specified thereto), Fenwick Automotive
Products Limited and Wanxiang Americ
Corporation

Guaranty, dated as of August 22, 2012,
Motorcar Parts of America, Inc. for the
benefit of Wanxiang America Corporati

Warrant to Purchase Common Stock, d
as of August 22, 2012, issued by Motor:
Parts of America, Inc. to Wanxiang
America Corporatiol

Third Amendment and Waiver to the
Financing Agreement, dated as of AugL
22,2012, among Motorcar Parts of
America, Inc., each lender from time to
time party thereto, Cerberus Business
Finance, LLC, as collateral agent, and F
Bank, National Association as
administrative ager

Amendment No. 2 to the Amended and
Restated Credit Agreement, dated as of
August 22, 2012, by and among Fenwic
Automotive Products Limited, Introcan
Inc., Manufacturers and Traders Trust
Company, as lead arranger, and M&T
Bank, as administrative agent and a ler

Code of Business Conduct and Ett
List of Subsidiarie!

Consent of Independent Registered Pul
Accounting Firm Ernst & Young LLI

Certification of Chief Executive Officer
pursuant to Section 302 of the Sarbane:
Oxley Act of 2002

Certification of Chief Financial Officer
pursuant to Section 302 of the Sarbane:
Oxley Act of 2002

Certification of Chief Accounting Officer
pursuant to Section 302 of the Sarbane:
Oxley Act of 2002

Incorporated by reference to Exhibit 10.1 to Curifeaport on Form 8-K
filed on August 28, 2012.

Incorporated by reference to Exhibit 10.2 to CuriReport on Form 8-K
filed on August 28, 2012.

Incorporated by reference to Exhibit 10.3 to Curfeeport on Form 8-K
filed on August 28, 2012.

Incorporated by reference to Exhibit 10.4 to Curfeeport on Form 8-K
filed on August 28, 2012.

Incorporated by reference to Exhibit 10.5 to Curfeeport on Form 8-K
filed on August 28, 2012.

Incorporated by reference to Exhibit 10.48 to tB82Form 1-K.
Filed herewith

Filed herewith.

Filed herewith.

Filed herewith.

Filed herewith.
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Number Description of Exhibit Method of Filing

32.1 Certifications of Chief Executive Officer, Filed herewith.
Chief Financial Officer and Chief
Accounting Officer pursuant to Section
906 of the Sarbanes Oxley Act of 2C

101.1 The following financial information from  Furnished herewith.
Motorcar Parts of America, Inc.’s Annue
Report on Form 10-K for the fiscal year
ended March 31, 2012, formatted in
Extensible Business Reporting Languag
(“XBRL") and furnished electronically
herewith: (i) the Consolidated Balance
Sheets; (ii) the Consolidated Statement
Operations; (iii) the Consolidated
Statement of Shareholdeisquity; (iv) the
Consolidated Statements of Cash Flow:
and (v) the Notes to Consolidated Finar
Statements, tagged as blocks of -

* Portions of this exhibit have been granted confiidétreatment by the SE(
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SIG NA TURES

Pursuant to the requirements of Section 15(d) ®@&ecurities Exchange Act of 1934, the Registrastduly caused this report to be sig
on its behalf by the undersigned, thereunto duth@nzed.

MOTORCAR PARTS OF AMERICA, INC

Dated: September 28, 2012 By: /s/ David Lee

David Lee
Chief Financial Office

Dated: September 28, 2012 By: /s/ Kevin Daly

Kevin Daly
Chief Accounting Office!

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

/s/ Selwyn Joffe Chief Executive Officer and Director September 2812
Selwyn Joffe (Principal Executive Officer
/sl David Lee Chief Financial Officer September 28, 2012
David Lee (Principal Financial Officer
/s/ Kevin Daly Chief Accounting Officer September 28, 2012
Kevin Daly (Principal Accounting Officer
/sl Mel Marks Director September 28, 2012
Mel Marks
/sl Scott Adelsol Director September 28, 2012
Scott Adelsor
/s/ Rudolph Borne: Director September 28, 2012
Rudolph Borne
/s/ Philip Gay Director September 28, 2012
Philip Gay
/s/ Duane Millet Director September 28, 2012
Duane Miller
/sl Jeffrey Mirvis Director September 28, 2012

Jeffrey Mirvis
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders of MotoR=ats of America, Inc.

We have audited Motorcar Parts of America, Inc. sussidiaries’ internal control over financial refing as of March 31, 2012 based on
criteria established in Internal Control-Integrafedmework issued by the Committee of Sponsorirgp@irations of the Treadway
Commission (the COSO criteria). Motorcar Parts ofgkica, Inc. and subsidiariesianagement is responsible for maintaining effedtiternal
control over financial reporting, and for its assesnt of the effectiveness of internal control direncial reporting included in the
accompanying Management’s Report on Internal Cootrer Financial Reporting. Our responsibility ésexpress an opinion on the company’
internal control over financial reporting basedoam audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti@d&nited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company'’s internal control over financial repogiincludes those policies and procedures thai€fthin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureh®tbmpany are being made only in accordance witibaizations of management and
directors of the company; and (3) provide reasaabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

As indicated in the accompanying Management’'s Repointernal Control Over Financial Reporting, ragement’s assessment of and
conclusion on the effectiveness of internal contradr financial reporting did not include the imaf controls of the business acquired from
FAPL Holdings Inc. (business acquired referreds6Fenco”) which is included in the 2012 consolathfinancial statements of Motorcar
Parts of America, Inc. and subsidiaries and canstit $268,674,000 and $(57,868,000) of total anéssets, respectively, as of March 31,
2012 and $185,136,000 and $(62,814,000) of nes sald net loss, respectively, for the year thereéndur audit of internal control over
financial reporting of Motorcar Parts of Americacl and subsidiaries also did not include an evi@oaf the internal control over financial
reporting of Fenco.
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A material weakness is a deficiency, or combinatibdeficiencies, in internal control over finariaieporting, such that there is a
reasonable possibility that a material misstateroéttte companys annual or interim financial statements will netgrevented or detected o
timely basis. The following material weakness hasrbidentified and included in management’s assassiilanagement has identified a
material weakness in controls related to the coyigdimancial statement close process. As a rasithe acquisition of Fenco, the Company
was unable to timely file Quarterly Reports and Ammual Report pursuant to Section 13 or 15(dhef$ecurities Exchange Act of 1934 for
the second and third quarters of our fiscal 20i®2tar March 31, 2012 year end. Specifically, systeequired to segregate and account for
certain transactions accurately were inadequatso, Ahe financial policies and procedures appdieBenco did not provide for effective
oversight and review of the reconciliation of acetsu In addition, the overall accounting skill sets inadequate to perform key accounting
controls. We also have audited, in accordance thigtstandards of the Public Company Accountingr€lght Board (United States), the
consolidated balance sheets of Motorcar Parts ofriga, Inc. and subsidiaries (the “Company”) aMafch 31, 2012 and 2011 and the relate
consolidated statements of operations, shareholeigugty, and cash flows for the each of the threars in the period ended March 31, 2012
This material weakness was considered in detergithia nature, timing and extent of audit testsiadph our audit of the 2012 consolidated
financial statements and this report does not affecreport dated September 28, 2012, which egprban unqualified opinion on those
financial statements

In our opinion, because of the effect of the matereakness described above on the achievemem¢ abjectives of the control criteria,
Motorcar Parts of America, Inc. and subsidiaries mat maintained effective internal control oveaficial reporting as of March 31, 2012,
based on the COSO criteria.

/sl Ernst & Young LLF

Los Angeles, Californii
September 28, 201
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders of MotoR=ats of America, Inc.

We have audited the accompanying consolidated balsimeets of Motorcar Parts of America, Inc. arnbisliaries (the “Company”) as of
March 31, 2012 and 2011 and the related consotidstigements of operations, shareholders’ equity cash flows for the each of the three
years in the period ended March 31, 2012. Our sudo included the financial statement schedstediin the index at Item 15(a)(2). Th
financial statements and schedule are the resptitysiti the Company’s management. Our respongibis to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:
require that we plan and perform the audit to abtaasonable assurance about whether the finastaieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the consolidated financial position
of Motorcar Parts of America, Inc. and subsidiaseMarch 31, 2012 and 2011 and the consolidatadteeof their operations and their cash
flows for each of the three years in the periodeghillarch 31, 2012, in conformity with U.S. genegraltcepted accounting principles. Also, in
our opinion, the related financial statement schedushen considered in relation to the basic cadatéd financial statements taken as a wt
presents fairly in all material respects the infation set forth therein.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), Motorcar Parts of
America, Inc.’s internal control over financial ming as of March 31, 2012, based on criteriat#istaed in Internal Control-Integrated
Framework issued by the Committee of Sponsoringa@imations of the Treadway Commission and our ttegetied September 28, 2012,
expressed an adverse opinion thereon.

/sl Ernst & Young LLF

Los Angeles, Californii
September 28, 201
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MOTORCAR PARTS OF AMERICA, INC. AND SUBSIDIARIES

ASSETS
Current asset:

Cash
Shor-term investment
Accounts receivabl— net
Inventory— net
Inventory unreturne
Deferred income taxe
Prepaid expenses and other current assets
Total current asse
Plant and equipmer— net
Long-term core inventor— net
Long-term core inventory depos
Long-term deferred income tax
Long-term note receivabl
Goodwill
Intangible asset— net
Other assets
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Customer finished goods returns accl
Other current liabilitie:
Current portion of term loa
Current portion of capital lease obligations
Total current liabilities
Term loan, less current portic
Revolving loar
Deferred core revent
Customer core returns accr
Other liabilities
Capital lease obligations, less current portion
Total liabilities
Commitments and contingenci
Shareholders' equit

Consolidated Balance Sheets
March 31,

Preferred stock; par value $.01 per share, 5,000s88res authorized; none issi

Series A junior participating preferred stock; palue $.01 per share, 20,000 shares authorize@ nol

issued

Common stock; par value $.01 per share, 20,000s88€es authorized; 12,533,821 and 12,078,271
shares issued; 12,519,421 and 12,063,871 outstaatiMarch 31, 2012 and 2011, respecti
Treasury stock, at cost, 14,400 shares of comnuoak stt March 31, 2012 and 2011, respecti

Additional paic-in capital
Additional paic-in capita-warrant
Accumulated other comprehensive |
Retained (deficit) earnings

Total shareholders' equity

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

2012 2011
$ 3261700 $ 2,477,00
342,00 304,00
20,036,00 10,635,00
95,071,00 29,733,00
9,819,001 5,031,001
3,793,001 5,658,001
6,553,001 6,299,001
168,231,00 _ 60,137,00
12,738,00 11,663,00
194,406,00  80,558,00
26,939,00 25,984,00
1,857,001 1,346,001

- 4,863,001

68,356,00 -
22,484,00 5,530,001
6,887,001 1,784,001
$501,898,00 $191,865,00
$126,100,00 $ 38,973,00
19,379,00 7,318,001
21,695,00 9,161,001
2,331,001 918,00
500,00 2,000,001
414,00 372,00
170,419,00  58,742,00
84,500,00 5,500,001
48,884,00 -
9,775,001 8,729,00!
113,702,00 -
751,00 1,255,001
248,00 462,00
428,279,00  74,688,00
125,001 121,001
(89,000) (89,000)
98,627,00 93,140,00
1,879,001 1,879,001
(884,00() (349,000
(26,039,00)  22,475,00
73,619,00  117,177,00
$501,898,00 $191,865,00

The accompanying notes to consolidated financééstents are an integral part hereof.
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MOTORCAR PARTS OF AMERICA, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
Years Ended March 31,

2012 2011 2010
Net sales $363,687,00 $161,285,00 $147,225,00
Cost of goods sold 335,980,00 109,903,00 105,898,00
Gross profit 27,707,00 51,382,00 41,327,00

Operating expense

General and administrati 38,881,00 17,033,00 15,389,00

Sales and marketir 12,804,00 6,537,00! 6,019,001

Research and developmt 1,765,00! 1,549,001 1,421,00

Impairment of plant and equipme 1,031,00! - -

Acquisition costs 713,00( 879,00( 191,00(

Total operating expenses 55,194,00 25,998,00 23,020,00
Operating (loss) incom (27,487,00) 25,384,00 18,307,00
Other expense (income
Gain on acquisitiol - - (1,331,00)
Interest expense, net 14,255,00 5,355,00! 4,710,00!

(Loss) income before income tax expe (41,742,00) 20,029,00 14,928,00
Income tax expense 6,772,00! 7,809,00! 5,282,001
Net (loss) incom $ (48,514,00) $ 12,220,00 $ 9,646,00

Basic net (loss) income per share $ (3.90 $ 1.01 $ 0.8(

Diluted net (loss) income per share $ (3.90 $ 0.9¢ $ 0.8(
Weighted average number of shares outstani

Basic 12,442,68 12,042,42 11,988,69

Diluted 12,442,68 12,334,33 12,116,61

The accompanying notes to consolidated financékstents are an integral part hereof.
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MOTORCAR PARTS OF AMERICA, INC. AND SUBSIDIARIES
Consolidated Statement of Shareholders’ Equity
For the Years Ended March 31,

Common Stock Treasury Stock
Additional
Paid-in  Additional ~ Accumulated Retained
Capital Paid-in Other Earnings
Common Capital Comprehensive (Accumulated Comprehensive
Shares Amount Shares Amount Stock Warrants  Income (Loss) Deficit) Total Income (Loss)
Balance at March 31, 20( 11,962,02 120,00( - - 92,459,00 1,879,00! (1,984,001 609,00(  93,083,00
Compensation recognized uni
employee stock plar - - - - 136,00t - - - 136,00(
Exercise of option 64,00( - - - 152,00( - - - 152,00(
Tax benefit from employe
stock options exercise - - - - 69,00( - - - 69,00(
Impact of tax benefit on APIC
pool - - - - (24,000 - - - (24,000
Unrealized gain on investmen
net of tax - - - - - - 80,00( - 80,000 $ 80,00(
Foreign currency translatic - - - - - - 478,00( - 478,00( 478,00(
Net income - - - - - - - 9,646,00! 9,646,00! 9,646,00!
Comprehensive Incon $ 10,204,00
Balance at March 31, 20: 12,026,02 120,00( - - 92,792,00 1,879,00! (1,426,001 10,255,00 103,620,00
Compensation recognized un
employee stock plar - - - - 59,00( - - - 59,00(
Exercise of option 52,25( 1,00( - 199,00( - - - 200,00(
Tax benefit from employe
stock options exercise - - - - 123,00( - - - 123,00(
Impact of tax benefit on APIC
pool - - - - (33,000) - - - (33,000
Repurchase of common stc
including fees - - (14,400 (89,000 - - - - (89,000
Unrealized gain on investmen
net of tax - - - - - - (3,000 - (3,000 $ (3,000
Foreign currency translatic - - - - - - 1,080,00it - 1,080,00 1,080,00!
Net income - - - - - - - 12,220,00 12,220,00 12,220,00
Comprehensive Income $ 13,297,00
Balance at March 31, 20: 12,078,27 $121,00( (14,400) $(89,00() $93,140,00 $1,879,000 $ (349,000 $ 22,475,00 $117,177,00
Compensation recognized un
employee stock plar - - - - 52,00( - - - 52,00(
Exercise of option 95,55( 1,00( - 320,00 - - - 321,00(
Tax benefit from employee
stock options exercise - - - - 255,00( - - - 255,00(
Impact of tax benefit on API!
pool - - - - (83,000) - - - (83,000
Common stock issued
consideration for acquisitic 360,00( 3,00 - - 4,943,000 - - - 4,946,001
Unrealized gain on investmen
net of tax - - - - - - 70,00( - 70,000 $ 70,00(
Foreign currency translatic - - - - - - (605,000 - (605,001) (605,000
Net loss = z : : z z - (48,514,00) (48,514,00) (48,514,00)
Comprehensive los $  (49,049,00)
Balance at March 31, 20: 12,533,82 $125,00( (14,400 $(89,00() $98,627,00 $1,879,000 $ (884,000 $ (26,039,00) $ 73,619,00

The accompanying notes to consolidated financééstents are an integral part hereof.
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MOTORCAR PARTS OF AMERICA, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

Years Ended March 31,

Cash flows from operating activitie
Net (loss) incomi
Adjustments to reconcile net (loss) income to mshc(used in) provided by operating
activities:
Depreciatior
Amortization of intangible asse
Amortization of deferred gain on s-leasebacl
Amortization of deferred financing cos
Amortization of finished goods inventory s-up valuatior
Provision for inventory reserve
Provision for customer payment discrepen
Net (recovery of) provision for doubtful accou
Deferred income taxe
Sharebased compensation expel
Gain on acquisitiol
Impact of tax benefit on APIC pool from stock optsoexercise:
(Gain) loss on redemption of sh-term investmen
Impairment of plant and equipme
Loss on disposal of ass¢
Changes in current assets and liabilit
Accounts receivabl
Inventory
Inventory unreturne
Prepaid expenses and other current a:
Other asset
Accounts payable and accrued liabilit
Customer finished goods returns acci
Income tax payabl
Deferred core revent
Long-term core inventor
Long-term core inventory deposi
Customer core returns accn
Other liabilities
Net cash (used in) provided by operating activi
Cash flows from investing activitie
Purchase of plant and equipm:
Purchase of business
Long-term note receivabl
Change in short term investments
Net cash used in investing activiti
Cash flows from financing activitie
Borrowings under revolving loz
Repayments under revolving lo
Proceeds from term log
Repayments of term lo¢
Deferred financing cos
Payments on capital lease obligati
Exercise of stock optior
Excess tax benefit from employee stock optionsa@sed
Impact of tax benefit on APIC pool from stock opisoexercise
Repurchase of common stock, including f
Proceeds from issuance of common stock
Net cash provided by (used in) financing activi
Effect of exchange rate changes on cash
Net increase in cas
Cash — Beginning of year
Cash — End of year

Supplemental disclosures of cash flow informat
Cash paid during the period fc
Interest, ne

2012

2011

2010

$ (48,514,00) $ 12,220,00 $ 9,646,00

5,321,001 3,126,001 3,238,001
2,029,001 774,00( 644,00(
- (307,001 (524,00()

576,00( 86,00( 35,00(
3,746,001 - -
3,012,001 1,804,00! 878,00(
270,00( 850,00 182,00
(16,000 (38,000 898,00(
1,328,00! 2,358,001 (70,000
52,00( 59,00( 136,00
- - (1,331,001

83,00( 33,00¢( 24,00(

- (25,000 5,00(

1,031,00! - -
14,00( 37,00( 13,00(
5,517,001 (5,894,00) 11,917,00
(6,342,00i) 1,305,00! (3,936,00i)
5,276,00! (1,107,001 784,00(
2,921,001 (3,527,001 (1,054,001
(234,001) (245,001 (832,001
10,259,00 8,885,001 7,122,001
(4,692,00i) 1,707,00! (1,097,00)
(454,001 (381,000 (518,000
1,046,00! 2,668,001 127,00(
(17,045,00) (13,885,00) (5,692,00i)
(955,00() (216,000 (1,317,00i)
(1,388,001 - -
(1,329,001 448,00( (931,000
(38,488,00) 10,735,00 18,347,000
(1,554,00i) (1,566,00) (1,055,00i)
- (464,00() (2,622,00i)

- (4,863,001 -

(37,000 170,00( 11,00(
(1,591,00i) (6,723,00) (3,666,00i)
151,679,00 46,200,00 31,600,000
(152,339,00) (46,200,00) (53,200,00)
85,000,00 - 10,000,00
(7,500,001 (2,000,001 (500,000
(6,560,001 (16,000 (414,000
(591,001) (975,001 (1,630,001
320,00( 199,00( 152,00(
255,00( 123,00( 69,00(
(83,000 (33,000 (24,000

- (89,000 -

1,00( 1,00( -
70,182,00 (2,790,001 (13,947,00)
37,00( 45,00( 24,00(
30,140,00 1,267,00! 758,00(
2,477,00! 1,210,00! 452,00(
32,617,000 $ 2,477,000 $ 1,210,00!
11,905,00 $ 5,270,000 $ 4,568,00!



Income taxes, net of refun 3,036,001 8,073,001
Non-cash investing and financing activiti

Settlement of accounts receivable in connectioh witrchase of busine $ - $ -

Property acquired under capital lei - 351,00(

Common stock issued in business combing 4,946,00! -

The accompanying notes to consolidated financékstents are an integral part hereof.
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MOTORCAR PARTS OF AMERICA, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

1. Company Background and Organization

Motorcar Parts of America, Inc. and its subsidgafidne “Company” or “MPA”) is a leading manufactyreemanufacturer, and distributor of
aftermarket automobile parts for import and doneesdirs, light trucks, heavy duty, agricultural amdustrial applications. These replacement
parts are sold for use on vehicles after initidligle purchase. These automotive parts are sadtmmotive retail chain stores and warehouse
distributors throughout North America and to majatomobile manufacturers.

The Company obtains used automobile parts, comniardwn as Used Cores, primarily from its custonarsrade-ins. It also purchases Usec
Cores from vendors (core brokers). The customexstgredit to the consumer when the used partusmed to them, and the Company in turn
provides a credit to the customers upon returhéodompany. These Used Cores are an essentialahataded for the remanufacturing
operations.

The Company has remanufacturing, warehousing aipgisly/receiving operations for automobile partdNiorth America and Asia. In additic
the Company utilizes various third party warehodis&ibution centers in North America.

In May 2011, pursuant to a purchase agreementF#reco Purchase Agreement”) with FAPL Holdings Ifieloldings”), the parent company
of Fenwick Automotive Products Limited (“FAPL"),@ivately-owned Toronto-based manufacturer, remactufer and distributor of new and
remanufactured aftermarket auto parts, and ceothigr individuals, the Company acquired all of déstanding equity of Holding’s
subsidiaries (collectively referred to as “Fencd®is transaction provided the Company opportusitieexpand beyond its existing product
lines of alternators and starters and further eodits market presence in North America. As alteduhis acquisition, the Company now
manufactures, remanufactures and distributes neweananufactured aftermarket auto parts througheitgly acquired subsidiaries, including
steering components, brake calipers, master cyindieib assembly and bearings, clutches and dhytdiaulics for virtually all passenger and
truck vehicles. The remanufactured products ard sotler the Fenco™ brand name and new productoit@inder the Dynapak® brand
name.

2. Summary of Significant Accounting Policies

Segment Reporting

Pursuant to the guidance provided under the FiahAcicounting Standards Board (“FASB”) Accountingu&lards Codification (“ASC"), the
Company reassessed and revised its segment rep@sim result of the acquisition. Commencingsodi 2012, the Company now reflects twao
reportable segments, rotating electrical and utiieear product line, based on the way the Compaaryages, evaluates and internally report:
its business activities. Prior to this acquisititme Company operated in one reportable segmeatjng electrical.

Principles of Consolidation

The accompanying consolidated financial statemiectade the accounts of Motorcar Parts of Amerina,and its wholly owned subsidiaries.
All significant inter-company accounts and trangats have been eliminated.

Reclassifications

Certain items in the consolidated balance shedhfofiscal year ended March 31, 2011 have bedassified to conform to fiscal 2012
classifications.

Cash and Cash Equivalents
Cash primarily consists of cash on hand and bapkgits. Cash equivalents consist of money marketfuThe Company considers all highly

liquid investments purchased with an original anaining maturity of less than three months at thie @f purchase to be cash equivalents.
Cash and cash equivalents are maintained withwsfioancial institutions.
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Accounts Receivable

The allowance for doubtful accounts is developesttaipon several factors including customer copdhtity, historical write-off experience
and any known specific issues or disputes whichtes of the balance sheet date. Accounts receiaablwritten off only when all collection
attempts have failed. The Company does not regoitateral for accounts receivable.

The Company has receivable discount programs that heen established with certain customers amdréspective banks. Under these
programs, the Company has the option to sell thastoomers’ receivables to those banks at a disdourg agreed upon at the time the
receivables are sold. Once the customer choosehwhistanding invoices are going to be made adai®r discounting, the Company can
accept or decline the bundle of invoices providéte receivable discount programs are non-recoarskfunds cannot be reclaimed by the
customer or its bank after the related invoicesHaeen discounted.

Inventory
Nor-core Inventory

Non-core inventory is comprised of non-core raw maiterithe non-core value of work in process anchthrecore value of finished goods.
Used Cores, the Used Core value of work in proaedsthe Remanufactured Core portion of finisheddgare classified as long-term core
inventory as described below under the caption f-term Core Inventory.”

Non-core inventory is stated at the lower of cost arkat. The cost of hon-core inventory approximatesrage historical purchase prices paid
and is based upon the direct costs of materiabarallocation of labor and variable and fixed oeah costs. The cost of non-core inventory is
evaluated at least quarterly during the fiscal yweat adjusted as necessary to reflect current loiveost or market levels. These adjustments
are determined for individual items of inventorythim each of the three classifications of non-dowentory as follows:

e Non-core raw materials are recorded at average chéthvis based on the actual purchase price of ratemals on hand. The average
cost is updated quarterly. This average cost id irsthe inventory costing process and is the Hasiallocation of materials to finished
goods during the production proce

e Non-core work in process is in various stages of petida, is on average 50% complete and is valu&d#i of the cost of a finished
good. Historically, no-core work in process inventory has not been matesimpared to the total n-core inventory balanci

e Finished goods cost includes the average costrofcore raw materials and allocations of labor aa@hble and fixed overhead. The
allocations of labor and variable and fixed overheasts are determined based on the average astiaf the production facilities o\
the prior twelve months which approximates nornagdacity. This method prevents the distortion incdted labor and overhead costs
that would occur during short periods of abnormédly or high production. In addition, the Comparxgleides certain unallocated
overhead such as severance costs, duplicativétfamilerhead costs, and spoilage from the calanatind expenses them as period
costs. For the fiscal years ended March 31, 20021 2and 2010, costs of approximately $1,410,00(848,000, and $1,314,000,
respectively, were considered abnormal and thulsiéed from the finished goods cost calculation elna@rged directly to cost of sales
for the Compan’s rotating electrical product lin

The Company records an allowance for potentiallyess and obsolete inventory based upon recentlsatesy, the quantity of inventory on-
hand, and a forecast of potential use of the irorgnThe Company periodically reviews inventoryidentify excess quantities and part
numbers that are experiencing a reduction in dem@anyg part numbers with quantities identified dgrithis process are reserved for at rates
based upon management’s judgment, historical ratesconsideration of possible scrap and liquidat@ues which may be as high as 100%
of cost if no liquidation market exists for the par
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The quantity thresholds and reserve rates are &idgeand are based on management’s judgment anall&dge of current and projected
industry demand. The reserve estimates may, therde revised if there are changes in the overatket for the Company’s products or
market changes that in management’s judgment, inifsa&bility to sell or liquidate potentially exa®or obsolete inventory.

The Company records vendor discounts as a reductimventories that are recognized as a redut¢taost of sales as the inventories are
sold.

Inventory Unreturnes
Inventory unreturned represents the Compsegtimate, based on historical data and prosgeictiormation provided directly by the custon
of finished goods shipped to customers that the j@2my expects to be returned after the balance slagetBecause all cores are classified
separately as long-term assets, the inventory ummed balance includes only the added unit valdeished goods. The return rate is
calculated based on expected returns within thmaboperating cycle of one year. As such, the edlamounts are classified in current assets
Inventory unreturned is valued in the same mans¢ha Company'’s finished goods inventory.
Long-term Core Inventory
Long-term core inventory consists of;

° Used Cores purchased from core brokers and héhdémtory at the Compa'’s facilities,

° Used Cores returned by the Comg’s customers and held in inventory at the Com’s facilities,

° Used Cores returned by end-users to customersobyet returned to the Company are classifiederadhufactured Cores until they
are physically received by the Compa

° Remanufactured Cores held in finished goods invgrabthe Compar’s facilities; anc

° Remanufactured Cores held at customer locatioaspast of finished goods sold to the customer.tkese Remanufactured Cores,
the Company expects the finished good containiegRrémanufactured Core to be returned under the @oyigpgeneral right of
return policy or a similar Used Core to be returteethe Company by the customer, in each caseréalit.

Long-term core inventory is recorded at averagmhial purchase prices determined based on aptuahases of inventory on hand. The cost
and market value of Used Cores for which sufficieent purchases have occurred are deemed theasaime purchase price for purchases
that are made in arm’s length transactions.

Long-term core inventory recorded at average hisabpurchase prices is primarily made up of UsedeS for newer products related to more
recent automobile models or products for whichetiera less liquid market. The Company must puketfasse Used Cores from core brokers
because its customers do not have a sufficientlgabphese newer Used Cores available for the egphange program.

Used Cores obtained in core broker transactionsalved based on average purchase price. The avpurghase price of Used Cores for ir
recent automobile models is retained as the coshése Used Cores in subsequent periods evemr astince of these Used Cores shifts to the
core exchange program.

Long-term core inventory is recorded at the lowfecast or market value. In the absence of sufficienent purchases, the Company uses cor

broker price lists to assess whether Used Coreesmsteds Used Core market value on an item byhitesis. The primary reason for the
insufficient recent purchases is that the Compadgins most of its Used Core inventory from thetaoer core exchange program.
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The Company classifies all of its core inventoasdong-term assets. The determination of the teng-classification is based on its view that
the value of the cores is not consumed or realiz@dsh during the Company’s normal operating gywlach is one year for most of the cores
recorded in inventory. According to guidance preddinder the FASB ASC, current assets are defiaédsaets or resources commonly
identified as those which are reasonably expectdnt trealized in cash or sold or consumed duriaghdrmal operating cycle of the business.”
The Company does not believe that core inventowbg;h the Company classifies as long-term, aresaored because the credits issued upor
the return of Used Cores offset the amounts inebigken the Remanufactured Cores included in fimisi@ds were sold. The Company does
not expect the core inventories to be consumeditargithe Company does not expect to realize caglh jts relationship with a customer er

a possibility that the Company considers remotethas existing long-term customer agreements astdrigal experience.

However, historically for certain finished good$dsdhe Company’s customer will not send the Conypaitused Core to obtain the credit the
Company offers under its core exchange programreftue, based on the Company’s historical estintaeieCompany derecognizes the core
value for these finished goods upon sale, as tmepgaay believes they have been consumed and the &@gnigas realized cash.

The Company realizes cash for only the core exah@nogram shortfall. This shortfall representshistorical difference between the number
of finished goods shipped to customers and the eambUsed Cores returned to the Company by custriibde Company does not realize
cash for the remaining portion of the cores bec#iuseredits issued upon the return of Used Cdifsstdhe amounts invoiced when the
Remanufactured Cores included in finished goodeweld. The Company does not expect to realize foaghe remaining portion of these
Remanufactured Cores until its relationship wittuatomer ends, a possibility that the Company clemsiremote based on existing long-term
customer agreements and historical experience.

For these reasons, the Company concluded thatibie appropriate to classify core inventory agierm assets.
Long-term Core Inventory Deposit

The long-term core inventory deposit account regmesthe value of Remanufactured Cores the Comparchased from customers, which are
held by the customers and remain on the customeggiises. The purchase is made through the isswémcedits against that customer’s
receivables either on a one-time basis or ovegageal-upon period. The credits against the custesmezeivable are based upon the
Remanufactured Core purchase price previously kstteld with the customer. At the same time, the Gamy records the long-term core
inventory deposit for the Remanufactured Coreshmged at its cost, determined as noted under Lemg-€ore Inventory. The long-term core
inventory deposit is stated at the lower of cogharket. The cost is established at the time ofrdresaction based on the then current cost,
determined as noted under Long-term Core Invenidmg. difference between the credit granted anadlsé of the long-term core inventory
deposit is treated as a sales allowance reducirnoe. When the purchases are made over an agoeadariod, the long-term core inventory
deposit is recorded at the same time the credisiged to the customer for the purchase of the Rafaetured Cores.

At least annually, and as often as quarterly, retti@ations and confirmations are performed to deiee that the number of Remanufactured
Cores purchased, but retained at the customeiidosaremains sufficient to support the amountsmed in the long-term core inventory
deposit account. At the same time, the mix of Rarfatured Cores is reviewed to determine that dggegate value of Remanufactured Ci
in the account has not changed during the repopimgpd. The Company evaluates the cost of conggasting the aggregate long-term core
inventory deposit account each quarter. If the Camyddentifies any permanent reduction in eitherriimber or the aggregate value of the
Remanufactured Core inventory mix held at the gustdocation, the Company will record a reductiorthie long-term core inventory deposit
account during that period.
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Customer Core Returns Accrual

The estimated fair value of the customer core reliabilities assumed by the Company in connectiith the Fenco acquisition is included in
customer core returns accrual. The Company classtfie portion of core liability related to the&amventory purchased and on the shelves of
its customers as long-term liabilities. Upon thie sd a remanufactured core a core liability isateel to record the obligation to provide its
customer with a credit upon the return of a likeedoy the customer. Since the return of a coraget on the sale of a remanufactured
automobile part to an end user of its customerpffeet to this core liability generated by itsumet to the Company by its customer is usually
followed by the sale of a replacement remanufadtargo part, and thus a portion of the core ligghifi continually outstanding and is recordec
as long-term. The amount the Company has classiddng-term is the portion that management ptejpidl remain outstanding for an
uninterrupted period extending one year from tHarz® sheet.

Income Taxes

The Company accounts for income taxes using thditiamethod, which measurekeferred income taxes by applying enacted statutiss ir
effect at the balance sheet date to the differebetgeen the tax basis of assets and liabilitielstaair reported amounts in the financial
statements. The resulting asset or liability isiatfd to reflect changes in the tax laws as theyro@ valuation allowance is provided to
reduce deferred tax assets when it is more likedy not that a portion of the deferred tax asskinwai be realized.

The primary components of the Company’s incomeptaxision are (i) the current liability or refundel for federal, state and foreign income
taxes and (ii) the change in the amount of thede&trred income tax asset, including the effeetryf change in the valuation allowance.

Realization of deferred tax assets is dependent tippCompany ability to generate sufficient future taxabledme. Management reviews
Company's deferred tax assets on a jurisdictiojutigdiction basis to determine whether it is mitkely than not that the deferred tax assets
will be realized. As a result of FAPL's cumulatiesses in certain jurisdictions, a determinatiors weade to establish a valuation allowance
against the related deferred tax assets as it isiare likely than not that such assets will bdized. For all other jurisdictions, management
believes that it is more likely than not that fettaxable income will be sufficient to realize tkeorded deferred tax assets. In evaluating this
ability, management considers the Company’s lomgr-@greements and Remanufactured Core purchaggtibiis with each of its major
customers that expire at various dates through M204.9. Management periodically compares its faisce actual results. Even though there
can be no assurance that the forecasted resultsendichieved, the history of income in all otheigdictions provides sufficient positive
evidence that no valuation allowance is needed.

Plant and Equipment

Plant and equipment are stated at cost, less adatadwepreciation and amortization. The cost ditaahs and improvements are capitalized,
while maintenance and repairs are charged to egpghen incurred. Depreciation and amortizationpalozided on a straight-line basis in
amounts sufficient to relate the cost of depreei@sisets to operations over their estimated sdives Machinery and equipment are
amortized over a range from five to ten years.g@fequipment and fixtures are amortized over agdirggn three to ten years. Buildings are
amortized over 20 years. Leasehold improvementaraatized over the lives of the respective leasdbe service lives of the leasehold
improvements, whichever is shorter. Amortizatioras$ets recorded under capital leases is includddgreciation expense.

Goodwill

Goodwill is the excess of the purchase price dverfair value of identifiable net assets acquiredusiness combinations. Goodwill is not
amortized, but rather is tested for impairmengast annually or more frequently if there are iatbes of impairment present.
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The Company performs the annual goodwill impairnaerdlysis in the fourth quarter of each fiscal yd&e Company evaluates whether
goodwill has been impaired at the reporting unieléby first determining whether the estimated failue of the reporting unit is less than its
carrying value and, if so, by determining whettner implied fair value of goodwill within the repomy unit is less than the carrying value. The
Company determined the fair value of the reporting based on an equal weightings of: (1) a distedisash flow method, (2) guideline
company method, and (3) guideline transaction ntkthithe discounted cash flow analysis establisheyvélue by estimating the present value
of the projected future cash flows of a reportimif and applying a 3% terminal growth rate. Thesprd value of estimated discounted future
cash flow is determined using significant estimatieevenue and costs for the reporting unit, drilsg assumed growth rates, as well as
appropriate discount rates. The discount rate & vhs determined using a weighted average costpifat that incorporates long term
government bonds, effective cost of debt, and ts of equity of similar guideline companies. Tharket approach is calculated using marke
multiples and comparable transaction data for dindeeompanies. The guideline information was basegublicly available information. A
valuation multiple was selected based on a findmbi@nchmarking analysis that compared to the temgpunit's benchmark results with the
guideline information. In addition to these finaalaionsiderations, qualitative factors such asrmss descriptions, market served, and
profitability were considered in the ultimate se¢iec of the multiple used to estimate a value oniority basis. The selection and weighting
the various fair value techniques may result ingadr or lower fair value. Judgment is applied @etmining the weightings that are most
representative of fair value. Management has pmddrsensitivity analysis on its significant assuorpand has determined that a change in it
assumptions within selected sensitivity testingelswould not impact its conclusion. Based on #selts of the Company’s annual analysis of
goodwill in fiscal 2012, the reporting unit’s faialue exceeded its carrying value by a signifi@anbunt, indicating that there was no goodwill
impairment.

At March 31, 2012, the Company had $68,356,0000fwill recorded in the Company’s under-the-camdpia line segment in connection
with its May 2011 acquisition. The Company did hate any goodwill at March 31, 2011.

I ntangible Assets

The Company’s intangible assets other than goodwdllfinite-lived and amortized on a straight-lbesis over their respective useful lives, an
are analyzed for impairment when and if indicatdfrsnpairment exist.

Deferred Financing Costs

Deferred financing costs include fees and costsried to obtain financing. These fees and costam@tized using the straight-line method
over the terms of the related loans and are induniénterest expense in the Company’s consolidatagments of income.

Foreign Currency Trandation

For financial reporting purposes, the functionarency of the foreign subsidiaries is the localrency with the exception of the Company’s
subsidiary in Canada for which the U.S. dollathis tunctional currency since a substantial portibthe purchases and sales are denominatec
in U.S. dollars. The assets and liabilities of fgneoperations for which the local currency is thectional currency are translated into the U.S.
dollar at the exchange rate in effect at the baameet date, while revenues and expenses artateshat average exchange rates during the
year. The accumulated foreign currency translagidinstment is presented as a component of comseeincome or loss in the Consolida
Statement of Shareholders’ Equity. For the Compasuybsidiary in Canada, for which the U.S. doBathie functional currency, monetary
assets and liabilities are translated at exchaaigs in effect at the balance sheet date and nagtaryritems are translated at historical rates.
Revenue and expenses are translated at averagévraféect during the year, except for depreciaiod cost of product sales which are
translated at historical rates. Gains and losses fhanges in exchange rates are recognized immao the year of occurrence.

Revenue Recognition
The Company recognizes revenue when performantieeb@ompany is complete and all of the followinigezia have been met:
° Persuasive evidence of an arrangement e;

° Delivery has occurred or services have been redd
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° The selle’s price to the buyer is fixed or determinable,
° Collectibility is reasonably assure

For products shipped free-on-board (“FOB”) shippaugnt, revenue is recognized on the date of shipinfer products shipped FOB
destination, revenues are recognized on the estihtatactual date of delivery. The Company inclustépping and handling charges in its
gross invoice price to customers and classifiegdted amount as revenue. Shipping and handlints@re recorded as cost of sales.

The price of a finished product sold to customsrgenerally comprised of separately invoiced an®imtthe Remanufactured Core included
in the product (“Remanufactured Core value”) antlie value added by remanufacturing (“unit valuednit value revenue is recorded based
on the Company’s price list, net of applicable disats and allowances. The Company allows custotoaeturn slow moving and other
inventory. The Company provides for such returnmeéntory by reducing revenue and cost of salegi® unit value of goods sold that are
expected to be returned based on a historicalrretnalysis and information obtained from custonagasut current stock levels.

The Company accounts for revenues and cost of salaset-of-core-value basis. Management hasrdeted that the Company’s business
practices and contractual arrangements resulsigraficant portion of the remanufactured automelpiirts sold being replaced by similar U
Cores sent back for credit by customers under trafany’s core exchange program. Accordingly, then@any excludes the value of
Remanufactured Cores from revenue.

When the Company ships a product, it recognizesbéigation to accept a similar Used Core sent haaler the core exchange program by

recording a contra receivable account based uppRé&manufactured Core price agreed upon by the @ayrgind its customer. Upon receip

a Used Core, the Company grants the customer & beesid on the Remanufactured Core price billetrastores the Used Core to on-hand
inventory.

When the Company ships a product, it invoices gedastomers for the Remanufactured Core portiath@froduct at full Remanufactured
Core sales price. For these Remanufactured Ctvee§;dmpany recognizes core revenue based uporiruaiesof the rate at which the
Company’s customers will pay cash for Remanufadt@eres in lieu of sending back similar Used Cdoe<redits under the Company’s core
exchange program.

In addition, the Company recognizes revenue relmdétemanufactured Cores originally sold at a n@inimice and not expected to be repla
by a similar Used Core under the core exchangeranogUnlike the full price Remanufactured Cores, @ompany only recognizes revenue
from nominally priced Remanufactured Cores not etgukto be replaced by a similar Used Core serk bader the core exchange program
when the Company believes it has met all of thiefghg criteria:

° The Company has a signed agreement with the cestocovering the nominally priced RemanufacturedeSarot expected to be
replaced by a similar Used Core sent back undecdhe exchange program. This agreement must spbeifjumber of
Remanufactured Cores its customer will pay casinfbeu of sending back a similar Used Core aralihsis on which the
nominally priced Remanufactured Cores are to beedi(normally the average price per RemanufactGaé stipulated in the
agreement)

° The contractual date for reconciling the Compamgtords and customer’s records of the number wiimally priced
Remanufactured Cores not expected to be replacadsbyilar Used Core sent back under the core egshprogram must be in the
current or a prior periot

° The reconciliation of the nominally priced Remarutifiled Cores must be completed and agreed to bgutemer
° The amount must be billed to the custon

The Company has agreed in the past and may iruthe=fagree to buy back Remanufactured Cores. ifieesthce between the credit granted
and the cost of the Remanufactured Cores boughtibdeated as a sales allowance reducing revéxsia.result of the increasing level of
Remanufactured Core buybacks, the Company nowsletee revenue from these customers until theme expectation that the sales
allowances associated with Remanufactured Coredmkgfrom these customers will offset Remanufacdt@ere revenues that would
otherwise be recognized once the criteria noted@bave been met. At March 31, 2012 and 2011, Refaaiured Core revenue of $9,775,
and $8,729,000, respectively, was deferred.
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Marketing Allowances

The Company records the cost of all marketing adloges provided to its customers. Such allowanadsda sales incentives and concessions
Voluntary marketing allowances related to a sirgglehange of product are recorded as a reductioevehues at the time the related revenues
are recorded or when such incentives are offertélterOnarketing allowances, which may only be aplp#igainst future purchases, are recoi
as a reduction to revenues in accordance with edsté set forth in the relevant contract. Salesritice amounts are recorded based on the
value of the incentive provided. See “Commitmemd &ontingencies” note for a description of all keting allowances.

Advertising Costs

The Company expenses all advertising costs asredtufAdvertising expenses for the fiscal years dridarch 31, 2012, 2011 and 2010 were
$1,678,000, $368,000 and $212,000, respectively.

Net (Loss) Income Per Share

Basic net (loss) income per share is computed Wididg net (loss) income by the weighted averagalmer of shares of common stock
outstanding during the period. Diluted net (los€pime per share includes the effect, if any, froengotential exercise or conversion of
securities, such as stock options and warrantghwhiould result in the issuance of incremental shaf common stock.

The following presents a reconciliation of basid ailuted net (loss) income per share.

Years Ended March 31,

2012 2011 2010

Net (loss) incom $ (48,514,00) $ 12,220,000 $ 9,646,00
Basic share 12,442,68 12,042,42. 11,988,69

Effect of dilutive stock options and warrants - 291,90: 127,92:
Diluted shares 12,442,68 12,334,33 12,116,61
Net (loss) income per shal

Basic $ (3.90 $ 1.01 $ 0.8C

Diluted $ (3.90) $ 0.9¢ $ 0.8(

The effect of dilutive options and warrants exckii@ 1,447,284 shares subject to options and B86shares subject to warrants with exercise
prices ranging from $1.80 to $15.06 per shareHfenfear ended March 31, 2012, (ii) 771,084 sharkfst to options and 546,283 shares
subject to warrants with exercise prices rangingnf$9.90 to $15.00 per share for the year endediMat, 2011, and (iii) 1,253,982 shares
subject to options and 546,283 shares subject ttans with exercise prices ranging from $5.0016.80 per share for the year ended March
31, 2010— all of which were anti-dilutive.

Use of Estimates

The preparation of consolidated financial statem@ntonformity with accounting principles geneyaltcepted in the United States (“GAAP”)
requires management to make estimates and assasfiiat affect the reported amounts in the conatditifinancial statements and
accompanying notes. Actual results could diffenfrinose estimates. On an on-going basis, the Coyrpaaiuates its estimates, including
those related to the carrying amount of propeigntpand equipment; valuation of goodwill and asgfign-related intangible assets,
impairment of long-lived assets, including goodwitid acquisition-related intangible assets, vabmagind return allowances for receivables,
inventories, and deferred income taxes; accruéilitias; and litigation and disputes.
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The Company uses significant estimates in the tation of sales returns. These estimates are las#dute Company’s historical return rates
and an evaluation of estimated sales returns frmeaiic customers.

The Company uses significant estimates in the ttion of the lower of cost or market value of letggm core inventory.

The Company’s calculation of inventory reservelags significant estimates. The basis for the oy reserve is a comparison of inventory
on hand to historical production usage or salesnmek.

The Company records its liability for self-insunedrkers’ compensation by including an estimatehefltability associated with total claims
incurred and reported as well as an estimate dfabaities associated with incurred, but not repd, claims determined by applying the
Company’s historical claims development factort$oeistimate of the liabilities associated with imed and reported claims.

The Company uses significant estimates in the tlon of its income tax provision or benefit bying forecasts to estimate whether it will
have sufficient future taxable income to realizediéferred tax assets. There can be no assurdmateke Company’s taxable income will be
sufficient to realize such deferred tax assets.

The Company uses significant estimates in the avggcalculation of potential liabilities from uncair tax positions that are more likely than
not to occur.

A change in the assumptions used in the estimatesafes returns, inventory reserves and incomestaauld result in a difference in the rel:
amounts recorded in the Company’s consolidatedéiah statements.

Financial I nstruments

The carrying amounts of cash, short-term investmetcounts receivable, accounts payable and attaldities approximate their fair value
due to the short-term nature of these instrumdttits.carrying amounts of the revolving loans, tepamk and other long-term liabilities
approximate their fair value based on current ridegistruments with similar characteristics.

Stock Options and Share-Based Payments

In accounting for share-based compensation awHdrdsZompany follows the accounting guidance forityaased compensation, which
requires that the Company measure the cost of gm@plservices received in exchange for an awardufyeinstruments based on the grant-
date fair value of the award. The cost associaifustock options is estimated using the Black-$&hoption-pricing model. The cost of
equity instruments is recognized in the consolidatatement of income on a straight-line basis ghestimated forfeitures) over the period
during which an employee is required to provideviserin exchange for the award. Also, excess taefits realized are reported as a financing
cash inflow.

The Black-Scholes option pricing model requiresitipait of subjective assumptions including the etpe volatility of the underlying stock
and the expected holding period of the option. Eregjective assumptions are based on both higt@d other information. Changes in the
values assumed and used in the model can mateafédigt the estimate of fair value. Options to jmage 15,000, 18,000 and 12,000 shares of
common stock were granted during the years endedhVaid, 2012, 2011 and 2010, respectively.
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The table below summarizes the Black-Scholes ogtiaring model assumptions used to derive the weijaverage fair value of the stock
options granted during the periods noted.

Years Ended March 31,

2012 2011 2010
Weighted average risk free interest 1 1.74% 2.0% 1.32%
Weighted average expected holding period (ye 6.2¢ 5.7t 4.9C
Weighted average expected volatil 40.28% 38.81% 25.17%
Weighted average expected dividend yi - - -
Weighted average fair value of options grar $ 421 $ 382 $ 1.0¢
Credit Risk

The majority of the Company'’s sales are to leadingpmotive aftermarket parts suppliers. Managerbelves the credit risk with respect to
trade accounts receivable is limited due to the @amy’s credit evaluation process and the natuits @ustomers. However, should the
Company’s customers experience significant cask flmblems, the Company’s financial position arglites of operations could be materially
and adversely affected, and the maximum amourtdssf that would be incurred would be the outstandiegivable balance, Used Cores
expected to be returned by customer, and the vidltlee Remanufactured Cores held at customersiéocat March 31, 2012.

Deferred Compensation Plan

The Company has a deferred compensation plan f@icenembers of management. The plan allows paatits to defer salary, bonuses and
commissions. The assets of the plan are heldrimsadnd are subject to the claims of the Compaggteeral creditors under federal and state
laws in the event of insolvency. Consequently tthst qualifies as a Rabbi trust for income taxpmses. The plan’s assets consist primarily of
mutual funds and are classified as “available &e .5 The investments are recorded at market valith,any unrealized gain or loss recorded
as other comprehensive income or loss in shareflelguity. Adjustments to the deferred compensatibligation are recorded in operating
expenses. The Company redeemed $0 and $207,060r0fterm investments for the payment of deferreahgensation liabilities during the
year ended March 31, 2012 and 2011, respectivélg.chrrying value of plan assets was $342,000 864,800, and deferred compensa
obligation was $342,000 and $304,000 at March 8122and 2011, respectively. During the years efdiath 31, 2012 and 2011 an expense
of $8,000 and $31,000, respectively, was recordidead to the deferred compensation plan.

Comprehensive Income or Loss

Comprehensive income or loss is defined as thegehamequity during a period resulting from trangats and other events and circumstance:
from non-owner sources. The Company'’s total comgmeive income or loss consists of net unrealizedrire or loss from foreign currency
translation adjustments and unrealized gains @e®sn short-term investments. The Company hasmexscomprehensive income or loss on
the consolidated statement of shareholders’ equity.

New Accounting Pronouncements
Comprehensive Income

In June 2011, the FASB issued guidance which reguin entity to present the total of compreherisiseme, the components of net income,
and the components of other comprehensive incotherén a single continuous statement of comprekeriscome, or in two separate but
consecutive statements. This guidance eliminaggption to present components of other comprehemstome as a part of the statement of
equity. This guidance should be applied, retrospelgt for fiscal years, and interim periods withhrose fiscal years, beginning after Decen
15, 2011. Other than the change in presentatienCtimpany has determined the changes from theiadagtthis guidance on April 1, 2012
will not have an impact on its consolidated finahgiosition and the results of operations.
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Testing Goodwill for Impairment

In September 2011, the FASB issued an amendmeghwgives an entity the option to first assess tatale factors to determine whether the
existence of events or circumstances leads toearditation that it is more likely than not that fla@ value of a reporting unit is less than its
carrying amount. If an entity determines that i@ more likely than not that the fair value akporting unit is less than its carrying amount,
then performing the two-step goodwill impairmerdttis unnecessary. If an entity determines thatritore likely than not that the fair value of
a reporting unit is less than its carrying amothn it is required to perform the first step of tivo-step goodwill impairment test. If the
carrying value of the reporting unit exceeds its ¥alue, then the entity is required to perforra #econd step of the goodwill impairment te
measure the amount of the impairment loss, if @hg. amendments are effective for annual and intgaodwill impairment tests performed
for fiscal years beginning after December 15, 2@drly adoption is permitted if an entity’s finaakstatements for the most recent annual or
interim period have not yet been issued. The adopif this guidance on April 1, 2012 is not expddiehave any impact on the Company’s
consolidated financial position and the resultsdrations.

3. Acquisition

On May 6, 2011, the Company entered into and congted transactions pursuant to the Purchase AgraeRigrsuant to the Purchase
Agreement, the Company purchased (i) all of thetantling equity of FAPL, (ii) all of the outstandirquity of Introcan, Inc., a Delaware
corporation (“Introcan”), and (iii) 1% of the ouastding equity of Fapco S.A. de C.V., a Mexican afale capital company (“Fapco”)
(collectively, “Fenco”). Since FAPL owned 99% ofdea prior to these acquisitions, the Company nows®00% of Fapco.

In consideration for the acquisition of Fenco, @mmpany issued Holdings 360,000 shares of the Coy'gpaommon stock (the “MPA
Shares”). For a period of 18 months following thesing of the acquisition, the MPA Shares shal(ipsubject to transfer restrictions pursuant
to a Hold Agreement between the Company and Hoddidgted May 6, 2011 (the “Hold Agreement”), aridh@ld in escrow in order to secure
certain indemnification obligations under the Paisdh Agreement pursuant to an Escrow Agreementdamiong Holdings, Stikeman Elliott
LLP, certain other individuals, and the Companyedaviay 6, 2011 (the “Escrow Agreement”).

The Company estimated fair value of Fenco tangible intangible assets acquired and liabilities mesliat the acquisition date. In accordance
with ASC 805, during the measurement period an iaeqshall retrospectively adjust the provisionalants recognized at the acquisition datc
to reflect information obtained about facts andwinstances that existed as of the acquisitionttiateif known, would have affected the
measurement of the amounts recognized as of that Aecordingly, the Company adjusted the provialamounts recognized during the
measurement period. Based on new information aMail@bout facts and circumstances that existed e @cquisition date, the Company
finalized the recognition of certain assets anbdilitées during the fourth quarter fiscal 2012.
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The following table reflects the final allocatiohtbe purchase price:

Consideration

Stock issued (1) $ 4,946,00
Total $  4,946,00
Final

Estimated

Fair Value

March 31, Estimated

2012 Useful Life

Accounts receivable, net of allowanc $ 20,212,00
Inventory 62,864,00
Long-term core inventor 99,696,00
Inventory unreturne 10,064,00
Prepaid expenst 2,097,001
Trademarks 11,159,00 20 years
Customer contract 7,680,00! 10 years
Non-compete agreemer 144,00( 2 years
Plant and equipment, n 6,241,001
Revolving loar (49,544,00)
Accounts payable and accrued liabilit (93,619,00)
Customer core returns accrual (115,089,00)
Income taxes payab (1,707,00)
Customer finished goods returns accl (17,226,00)
Capital lease obligatior (417,000
Debenture loar due to registrant (% (4,923,00)
Term loan (1,042,000
Fair value of net assets acquired (63,410,00)
Goodwill on acquisition $ 68,356,00

(1) Based on the Compa's May 5, 2011, closing common stock price of $1h&dshare

(2) The fair value of the customer core return lialgiitassumed by the Company in connection with tiqeiaition is included in custon
core returns accrual in the accompanying balaneetsit March 31, 2012. The Company classifies tiiegm of core liability related
to the core inventory purchased and on the shelivi(s customers as long-term liabilities. Upon #ade of a remanufactured core a
core liability is created to record the obligatiorprovide the Company’s customer with a creditrupiee return of a like core by the
customer. Since the return of a core is based@sdle of a remanufactured automobile part to druser of the Compang’customel
the offset to this core liability generated byrgsurn to the Company by its customer is usuallp¥eed by the sale of a replacement
remanufactured auto part, and thus a portion otdtine liability is continually outstanding and ecorded as long-term. The amount
the Company has classified as long-term is thé@othat management estimates will remain outstantbr an uninterrupted period
extending one year from the balance sheet

(3) Prior to the acquisition, in August 201lfe Company made a loan in the amount of approxiyn&ie894,000 (the “Original Loan”) to
Fenco pursuant to a debenture executed by Ferfawan of the Company (the “Original Debenture”).ecember 2010, the
Company made an additional loan in the amount pf@pmately $2,969,000 to Fenco pursuant to an aeeand restated debenture
(the “Amended and Restated Debenture”), bringirgtthial aggregate loan amount to approximately&3@0 (the “Aggregate
Loar”) as of March 31, 201:
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As a result of the revised fair value, the excdgh® purchase price over the fair value of theassets acquired of $68,356,000 was record
goodwill on acquisition in the accompanying condaled balance sheet as of May 6, 2011. The chandis value were primarily the result
of revisions to the valuation of inventory, inclodilong-term core inventory, the customer corerret@accrual, and the further assessment of
cores on hand at the date of acquisition. In adlditihe valuation of intangible assets was alsalifiad based on the various changes resulting
in a reduction of the provisional values assigretiademarks and customer contracts, and an ireredke value assigned to non-compete
agreements.

The unaudited pro forma financial information prese below assumes the acquisition had occurretpoihl, 2011, 2010 and 2009,
respectively. The unaudited pro forma informatioegented is for illustrative purposes only andasmecessarily indicative of the results of
operations that would have been realized if theisitipn had been completed on the date indicatedis it indicative of future operating
results. The following historical financial inforithi@n has been adjusted to give effect to pro foewents that are (i) directly attributable to the
acquisition, (ii) factually supportable, and (ivjth respect to statements of operations, expectddve a continuing impact on the combined
results, including the amortization of the fairwalof the identifiable intangible assets and tret obgoods sold impact related to the fair value
step-up of inventory acquired. The unaudited praonbinformation does not reflect any operatingoéficies, associated cost savings or
additional costs that the Company may achieve reitipect to the combined companies.

Years Ended March 31,

2012 2011 2010
Net sales $390,221,00 $363,142,00 $315,144,00
Operating (loss) incom (29,131,00) 6,282,001 10,642,00
(Loss) income before income tax expe (44,179,00) (9,270,00) 587,00(
Net loss (51,158,00)  (22,791,00) (1,230,001
Basic net loss per shs $ (4.11)) $ (1.89) $ (0.10)
Diluted net loss per sha $ (4.1 $ (1.89) % (0.10)

4. Intangible Assets

The following is a summary of the Company’s intdotgiassets at March 31, 2012 and 2011.

March 31, 2012 March 31, 2011
Weighted

Average Gross Gross
Amortization Carrying  Accumulated Carrying  Accumulated
Period Value Amortization Value Amortization

Intangible assets subject to amortizatior

Trademarks 19 years $11,712,00 $ 762,000 $ 553,000 $ 189,00(
Customer relationshiy 11 years 14,144,00 2,787,001 6,464,00! 1,447,001
Non-compete agreements 3 years 401,00( 224,00( 257,00( 108,00(
Total 15 years $ 26,257,000 $ 3,773,000 $ 7,274,000 $ 1,744,001

Amortization expense for acquired intangible asdating the years ended March 31, 2012, 2011, 8d6 & as follows:

Years Ended March 31,
2012 2011 2010

Amortization expens $ 2,029,000 $ 774,000 $ 644,00(
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The aggregate estimated future amortization expfmgetangible assets subject to amortizatiorsi§adlows:

Year Ending March 31,

2013 $ 2,172,00
2014 2,070,001
2015 1,996,00!
2016 1,675,00!
2017 1,592,00!
Thereafter 12,979,00
Total $ 22,484,00

5. Short-Term Investments

The short-term investments account contains thetas$ the Company’s deferred compensation plaa.plén’s assets consist primarily of
mutual funds and are classified as available ftw. §dhe Company did not redeem any short-term tmvests for the payment of deferred
compensation liabilities during the year ended Ma&t, 2012. As of March 31, 2012 and 2011, therfairket value of the short-term
investments was $342,000 and $304,000, and thiitiab plan participants was $342,000 and $308,0@spectively.

6. Accounts Receivable— Net

Included in accounts receivable — net are significdfset accounts related to customer allowaneesesl, customer payment discrepancies,
returned goods authorizations (“RGA”) issued fotransit unit returns, estimated future creditbégorovided for Used Cores returned by the
customers and potential bad debts. Due to the foneaking nature and the different aging periofisartain estimated offset accounts, they

may not, at any point in time, directly relate he balances in the open trade accounts receivable.

Accounts receivable — net is comprised of the feitg at March 31:

2012 2011
Accounts receivabl— trade $ 67,038,00 $ 33,066,00
Allowance for bad debt (968,000 (1,026,001
Customer allowances earn (16,250,00) (6,644,00)
Customer payment discrepanc (280,000 (648,000
Customer returns RGA issu (5,875,00) (3,719,00)
Customer core returns accruals (23,629,00) (10,394,00)
Less: total accounts receivable offset accounts (47,002,00) (22,431,00)
Total accounts receivable — net $ 20,036,00 $ 10,635,00

Warranty Returns

The Company allows its customers to return goodsedCompany that their end-user customers hauened to them, whether the returned
item is or is not defective (warranty returns). Tampany accrues an estimate of its exposure trantgrreturns based on a historical analysi:
of the level of this type of return as a percentaig®tal unit sales. Amounts charged to expensé¢hiese warranty returns are considered in
arriving at the Company’s net sales. At March 3112, the warranty return accrual of $2,033,000 ivelsided under the customer returns
RGA issued in the above table and the warrantynesé of $6,990,000 was included in customer firdsh@ods returns accrual in the
consolidated balance sheets.
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Change in the Company’s warranty return accruasifollows at March 31.:

2012 2011
Balance at beginning of period ( $ 8,969,000 $ 3,445,00
Charged to expens 65,080,00 39,742,00
Amounts processed (65,026,00)  (39,422,00)
Balance at end of period $ 9,023,000 $ 3,765,00

1) Includes $5,204,000 of estimated warrantyrreaccrual established in the opening balancetsheonnection with the Company’s
May 6, 2011 acquisitior

7. Inventory

Non-core inventory, Inventory unreturned, Long-termecmventory, and Long-term core inventory depiss@éomprised of the following at
March 31:

2012 2011
Non-core inventory
Raw material $ 31,560,000 $ 11,805,00
Work-in-process 153,00( 104,00(
Finished goods 72,171,00 19,579,00
103,884,00 31,488,00
Less allowance for excess and obsolete inventory (8,813,001 (1,755,001
Total $ 95,071,00 $ 29,733,00
Inventory unreturned $ 9,819,000 $ 5,031,00
Long-term core inventory
Used cores held at the Company's facili $ 47,206,00 $ 22,112,00
Used cores expected to be returned by custo 5,542,001 3,467,001
Remanufactured cores held in finished ga 25,751,00 13,994,00
Remanufactured cores held at customers' locations 118,402,00 41,829,00
196,901,00 81,402,00
Less allowance for excess and obsolete inventory (2,495,00i) (844,000
Total $ 194,406,00 $ 80,558,00
Long-term core inventory deposit $ 26,939,00 $ 25,984,00
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8. Plant and Equipment

Plant and equipment, at cost, are as follows atMad.

2012 2011

Machinery and equipme| $ 30,802,000 $ 27,356,00
Office equipment and fixture 8,251,001 6,167,001
Leasehold improvemen 7,761,00! 7,332,001
Land and buildings 626,00( -

47,440,00 40,855,00
Less accumulated depreciation and amortization (34,702,00) (29,192,00)
Total $ 12,738,000 $ 11,663,00

Plant and equipment located in the foreign cousitibere the Company has production facilities ofi@iccumulated depreciation, totaled
$6,320,000 and $5,790,000 at March 31, 2012 and,2@%pectively. These assets constitute substgratibthe longlived production assets
the Company located outside of the United States.

During fiscal 2012, the Company discontinued thestant velocity (“CV”) axle product line included the under-the-car product line and
shut-down the related facility located in Bedfaew Hampshire. As a result the Company recordeichpairment loss of approximately
$1,031,000 for the fiscal year ended March 31, 20ifich represents the write-off of the carryingaamt of plant and equipment. The CV
business did not qualify for discontinued operaipresentation under US GAAP.

9. Capital Lease Obligations

The Company leases various types of machinery amgbater equipment under agreements accounted sl leases and included in pl
and equipment as follows at March 31.:

2012 2011
Cost $ 1,606,000 $ 1,371,00
Less: accumulated amortization (776,000 (611,000
Total $ 830,000 $ 760,00(

Future minimum lease payments at March 31, 201#hfocapital leases are as follows:

Year Ending March 31,

2013 $ 423,00(
2014 254,00(
2015 12,00(
Total minimum lease paymer 689,00(
Less amount representing interest (27,000
Present value of future minimum lease payn 662,00(
Less current portion (414,000
$ 248,000
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10. Debt

The Company has two outstanding credit agreemendescribed below.
Parent Company Credit Agreeme

During the year ended March 31, 2011 and betweeil AR2011 to December 31, 2011, the Company heevalving credit and term loan
agreement, as amended, (the “Old Parent Compargit@mgreement”), with Union Bank, N.A. and Branclrking & Trust Company, which
allowed the Company to borrow up to a total of $80,000 (the “Old Parent Company Credit Facilityfhe Old Parent Company Credit
Facility was comprised of (i) a revolving facilityith a $7,000,000 letter of credit sub-facility aiijla term loan. The Company was able to
borrow on a revolving basis up to an amount equ&b0,000,000 minus all outstanding letter of dretlligations (the “Old Parent Company
Revolving Loan”). The term loan was in the prin¢ipmount of $10,000,000 (the “Old Parent Compangnireoan”).

The Old Parent Company Term Loan was schedulecatanmin October 2014 and required principal pays1en$500,000 on a quarterly
basis. The Old Parent Company Revolving Loan whedwded to expire in October 2012 and provideddbmpany the option to request up to
two one-year extensions.

In January 2012, the Company replaced the Old P@ampany Credit Agreement by entering into a nevept company financing agreement
(the “New Parent Company Financing Agreement”) witkyndicate of lenders, Cerberus Business Fin&uh€®, as collateral agent, and PNC
Bank, National Association, as administrative agér “New Parent Company Loans”). The New Pararh@any Loans consists of: (i) term
loans aggregating $75,000,000 (the “New Parent Gomgerm Loans”) and (ii) revolving loans of up®20,000,000, subject to borrowing
base restrictions and a $10,000,000 sublimit fiede of credit (the “New Parent Company RevohMimgns,”). The lenders hold a security
interest in substantially all of the assets of@menpany’s rotating electrical segment. The New Ra@®mpany Financing Agreement permits
the Company to invest up to $20,000,000 in Fenco.

The New Parent Company Term Loans require quarnpeicipal payments of $250,000 beginning on Oatdhe012 through July 1, 2013,
and quarterly principal payments of $1,000,000 feigig on October 1, 2013. The New Parent Compamngaonature on January 17, 2017.

The New Parent Company Loans bear interest, aefeesnce rate, plus an applicable margin, orea&hrodollar rate, plus an applicable per
annum margin, as selected by the Company. Thecayhdi per annum margins for the New Revolving Laaes2.5% for reference rate loans
and 3.0% for Eurodollar rate loans. The applicggleannum margins for the New Term Loans are 7 @&%efference rate loans and 8.0% for
Eurodollar rate loans. Additionally, the Compangibject to a 0.5% per annum fee on the unusedpsrbf the New Revolving Loans.

The New Parent Company Financing Agreement, amtimgy ¢things, requires the Company to maintain geftaancial covenants including a
maximum senior leverage ratio, a minimum fixed gleatoverage ratio, and minimum consolidated easnirgfore interest, income tax,
depreciation and amortization expenses (“EBITDANe Company was in compliance with all financiateosants under the New Parent
Company Financing Agreement as of March 31, 20h2. Company was not in compliance with certain reégpgrequirements and such
default was subsequently waived by the lendersNete 24—Subsequent Events).

A portion of the proceeds from the New Parent Camgpeerm Loans was used to repay all amounts outstgrunder the Old Parent Compe
Credit Facility, and the Old Parent Company Créditeement was terminated.

There was no outstanding balance on the parentaaymgvolving loans at March 31, 2012 or at MarthZ011. As of March 31, 2012,
$16,233,000 was available under the New Parent @agnRevolving Loans. The Company had reserved $626;f the New Parent Compa
Revolving Loans for standby letters of credit farrkers’ compensation insurance and $2,338,000dumaercial letters of credit as of March
31, 2012.
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Fenco Credit Agreeme

In connection with the acquisition of Fenco, thex@any’s now wholly-owned subsidiaries, FAPL anddnan, as borrowers (the “Fenco
Borrowers”), entered into an amended and restattit@greement, dated May 6, 2011 (the “Fenco iCAgteement”) with Manufacturers
and Traders Trust Company as lead arranger, M&TkBarender and administrative agent and the dtinelers from time to time party then
(the “Fenco Lenders”). Pursuant to the Fenco Creglieement, the Fenco Lenders have made availaltteetFenco Borrowers a revolving
credit facility in the maximum principal amount $$0,000,000 (the “Fenco Revolving Facility”) anteam loan in the principal amount of
$10,000,000 (the “Fenco Term Loan”). The avail&pitif the Fenco Revolving Facility is subject tb@rowing base calculation consisting of
eligible accounts receivable and eligible inventdyMarch 31, 2012, approximately $890,000 waslakée under the Fenco Revolving
Facility.

The Fenco Revolving Facility and the Fenco TermrLoeture on October 6, 2012, but may be acceletgied the occurrence of an
insolvency event or event of default under the Beedit Agreement. On May 11, 2012, the maturétedbf the Fenco Revolving Facility a
the Fenco Term Loan was extended to May 13, 208Jwather extended to October 6, 2014 in August2@ee Note 24—Subsequent
Events).

As of March 31, 2012, $48,884,000 of the Fenco Rewg Facility was outstanding, $712,000 was resdrfor standby commercial letters of
credit and $372,000 was reserved for certain exgens addition, $1,000,000 of this Fenco Revolagility was reserved for Canadian
operations use. The Fenco Lenders hold a secutéyest in substantially all of the assets of théau-the-car product line segment.

The Fenco Borrowers may receive advances unddfgheo Revolving Facility by any one or more of fibléowing options: (i) swingline
advances in Canadian or US dollars; (ii) Canad@adprime-based loans; (iii) US dollar base fagmns; (iv) LIBOR loans; or (v) letters of
credits.

The Fenco Credit Agreement, among other thingslires the Fenco Borrowers to maintain certain foi@ncovenants. As of March 31, 2012,
the Fenco Borrowers were in compliance with alafinial covenants under the Fenco Credit Agreement.

The Fenco Term Loan bears interest at the LIBOphitg an applicable margin. Outstanding advancesiutihe Revolving Facility bear inter:
as follows:

(i in respect of swingline advances in Canadiallars and Canadian dollar prime-based loan$eateference rate announced by
the Royal Bank of Canada plus an applicable ma

(i)  in respect of swingline advances in US dollars dSddollar base rate loans, at a base rate (whiahsh equal to the highest
(x) M&T Bank’ s prime rate, (y) the Federal Fundat®plusS of 1%, or (z) the one month LIBO rate) plus anlapble
margin;

(i) in respect of LIBOR loans, at the LIBO rate plusagplicable margir

The Fenco Credit Agreement, among other thingsjires the Fenco Borrowers to maintain certain foi@nrcovenants. The Fenco Borrowers
were not in compliance with certain reporting regoients and such default was subsequently waivékebienders (see Note 24—Subsequen
Events).

11. Accounts Receivable Discount Programs

The Company has established receivable discougtgmus with certain customers and their respectrik$. Under these programs, the

Company may sell those customers’ receivablesasetbanks at a discount to be agreed upon attieetiie receivables are sold. These
discount arrangements allow the Company to acdeledlection of customers’ receivables.
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Years Ended March 31,

2012 2011
Receivables discountt $280,278,00 $134,867,00
Weighted average da 31: 33C
Weighted average discount ri 2.S% 3.6%
Amount of discount as interest expe! $ 7,072,000 $ 4,768,00

12. Financial Risk Management and Derivatives

Purchases and expenses denominated in currenbistioan the U.S. dollar, which are primarily rethto the Company’s facilities overseas,
expose the Company to market risk from material enoents in foreign exchange rates between the WIBr@nd the foreign currency. The
Company’s primary risk exposure is from changethérate between the U.S. dollar and the Mexicao pelated to the operation of the
Company’s facilities in Mexico. The Company entiete forward foreign currency exchange contractexchange U.S. dollars for Mexican
pesos in order to mitigate this risk. The extenwhich forward foreign currency exchange contracesused is modified periodically in
response to management’s estimate of market condiind the terms and length of specific purchegeirements to fund those overseas
facilities and purchases.

The Company enters into forward foreign currenoghexge contracts in order to reduce the impaatreidgn currency fluctuations and not to
engage in currency speculation. The use of devigdinancial instruments allows the Company to ceditis exposure to the risk that the
eventual cash outflow resulting from funding thpexses of the foreign operations and purchasebevithaterially affected by changes in
exchange rates. The Company does not hold or fsgrecial instruments for trading purposes. Theviand foreign currency exchange
contracts are designated for forecasted expenditgugrements to fund foreign operations and puseba

The Company had forward foreign currency exchargpracts with a U.S. dollar equivalent notionalueabf $13,494,000 and $9,356,000 at
March 31, 2012 and 2011, respectively. These cotstigenerally expire in a year or less, at rateseabat the inception of the contracts. The
counterparty to this derivative transaction is gamfinancial institution with investment grade lmgtter credit rating; however, the Company is
exposed to credit risk with this institution. Thedit risk is limited to the potential unrealizeaimms (which offset currency fluctuations adverse
to the Company) in any such contract should thisiterparty fail to perform as contracted. Any chem the fair values of forward foreign
currency exchange contracts are reflected in cupenod earnings and accounted for as an increas#set to general and administrative
expenses.

The following table shows the effect of the Comparerivative instruments on its consolidated steget of operations:

Loss (Gain) Recognized within General and Adminis@tive Expense

Derivatives Not Designated a Years Ended March 31,
Hedging Instruments 2012 2011 2010
Forward foreign currency exchange contr: $ 476,000 $ 162,000 $ (1,565,00)

The fair value of the forward foreign currency eanbe contracts of $121,000 is included in othereruriabilities in the consolidated balance
sheet at March 31, 2012. The fair value of the fodiforeign currency exchange contracts of $355i9@tcluded in prepaid expenses and
other current assets in the consolidated balareet stt March 31, 2011.

13. Fair Value Measurements
The Company defines fair value as the price thatlevbe received to sell an asset or paid to trarsfiability (an exit price) in the principal or

most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. The Com
uses a three-tier valuation hierarchy based upsarebble and unobservable inputs:
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e Level 1— Valuation is based upon quoted prices (unadjusteagtive markets for identical assets or lialsht

e Level 2 — Valuation is based upon quoted pricesiimilar assets and liabilities in active marketspther inputs that are observable
for the asset or liability, either directly or imélctly, for substantially the full term of the fimgial instrument

e Level 3— Valuation is based upon unobservable inputs tres@nificant to the fair value measuremt

The fair value hierarchy requires the use of oleglermarket data when available. In instances iiclwtine inputs used to measure fair value
fall into different levels of the fair value hiecluy, the fair value measurement has been deternbiageld on the lowest level input that is
significant to the fair value measurement in itsrety. The Company’s assessment of the signifieasfa particular item to the fair value
measurement in its entirety requires judgmentuiticlg the consideration of inputs specific to theed or liability.

The following table sets forth by level within tfar value hierarchy, the Company’s financial assetd liabilities that were accounted for at
fair value on a recurring basis at March 31, 20d@ 2011, according to the valuation techniques sezlio determine their fair values.

March 31, 2012 March 31, 2011
Fair Value Fair Value
Measurements Measurements
Using Inputs Using Inputs
Considered as Considered as
Fair Fair
Value Level 1 Level 2 Level 3 Value Level 1 Level 2 Level 3
Assets
Shor-term investment
Mutual funds $ 342,000 $ 342,00( - - $ 304,000 $ 304,00( - -

Prepaid expenses and other current a:

Forward foreign currency exchange contr - - - - 355,00( - $ 355,00( -
Liabilities
Other current liabilitie:
Deferred compensatic 342,000  342,00( - - 304,00 304,00( - -
Forward foreign currency exchange contr  121,00( - $ 121,00( - - - - -

The Company’s short-term investments, which fusdigferred compensation liabilities, consist okestments in mutual funds. These
investments are classified as Level 1 as the slditbese mutual funds trade with sufficient freaqeyeand volume to enable the Company to
obtain pricing information on an ongoing basis.

The forward foreign currency exchange contractgararily measured based on the foreign currepoy and forward rates quoted by the
banks or foreign currency dealers and classifieldeagl 2. During the fiscal years ended March 3, 2and 2011, a loss of $476,000 and
$162,000, respectively, were recorded in genermlagiministrative expenses due to the change inahe of the forward foreign currency
exchange contracts subsequent to entering intodhiacts.

During the fiscal years ended March 31, 2012 arid.2the Company had no significant measuremerass#ts or liabilities at fair value on a
nonrecurring basis subsequent to their initial gedton.

The fair value of assets acquired and liabilitisstemed in connection with the acquisition of Feoeday 6, 2011 were determined using
Level 3 inputs. Level 3 inputs to the valuation huaetology are unobservable and significant to tirevielue measurement. The valuation
techniques that were used by the Company to daterthe fair value of the assets acquired and lisdsilassumed are the market approach, th
income approach and the cost approach. The mgrkev@ach uses prices and other relevant informaé@nerated by market transactions
involving identical or comparable assets or lidlgifi. The income approach uses valuation techniguesnvert future amounts to a single
present value based on current market expectatiomst those future amounts, including present viddeniques, option-pricing models and
the excess earnings method. The cost approaclsésl lman the amount that would be required to replaeeservice capacity of an asset
(replacement cost). The Company used significasuraptions in the valuation techniques used inclyidlie discount rate and forecasted
profitability of the Company.
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The carrying amounts of cash, accounts receivablxunts payable and accrued liabilities approxéntiair fair value due to the short-term
nature of these instruments. The carrying amouftseorevolving loans, term loans and other longrtéabilities approximate their fair value
based on current rates for instruments with sinularacteristics.

14. Commitments and Contingencies

Operating Lease Commitments

The Company leases various office and warehoudl@iézcin North America and Asia under operatiegs$es expiring through 2021. The
Company also has short term contracts of one yelase covering its third party warehouses thavigiefor contingent payments based on the
level of sales that are processed through the garty warehouse.

At March 31, 2012, the remaining future minimumtegipayments under the above operating leasesdodl@aws:

Year Ending March 31,

2013 $ 5,262,00
2014 4,929,00!
2015 3,851,001
2016 2,041,001
2017 2,022,001
Thereafter 7,645,001
Total minimum lease payments $ 25,750,00

During fiscal years 2012, 2011 and 2010, the Comjracurred total operating lease expenses of $408&R $2,889,000 and $2,783,000,
respectively.

Commitments to Provide Marketing Allowances underg-Term Customer Contracts

The Company has or is renegotiating long-term agesgs with many of its major customers. Under tteggeements, which typically have
initial terms of at least four years, the Compagésignated as the exclusive or primary suppbiesfpecified categories of remanufactured
alternators and starters. In consideration forGbmpany’s designation as a customer’s exclusiy@iorary supplier, the Company typically
provides the customer with a package of marketiegrtives. These incentives differ from contraatdatract and can include (i) the issuance
of a specified amount of credits against receiv@ableaccordance with a schedule set forth in thevaat contract, (ii) support for a particular
customer’s research or marketing efforts provideé scheduled basis, (iii) discounts granted imegation with each individual shipment of
product, and (iv) other marketing, research, séoqgansion or product development support. Theseaans typically require that the Company
meet ongoing standards related to fulfillment, @rignd quality. The Company’s contracts with majmtomers expire at various dates througt
March 2019.

The Company typically grants its customers markgéitiowances in connection with these customeusthase of goods. The Company rec
the cost of all marketing allowances provided sociistomers. Such allowances include sales inenéiid concessions and typically consis

(i) allowances which may only be applied againsiirfel purchases and are recorded as a reductievéoues in accordance with a schedule s¢
forth in the long-term contract, (ii) allowancesated to a single exchange of product that arerdszbas a reduction of revenues at the time tt
related revenues are recorded or when such inesngike offered, and (iii) allowances that are maa®nnection with the purchase of
inventory from a customer.
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The following table presents the breakout of alloees discussed above, recorded as a reductiomdénues in the years ended March 31:

Years Ended March 31,

2012 2011 2010
Allowances incurred under lo-term customer contrac $ 11,830,000 $ 13,988,00 $ 13,278,00
Allowances related to a single exchange of pro 30,998,00 17,552,00 14,162,00
Allowances related to core inventory purchase a@iiogns 3,030,001 1,455,00! 486,00(
Total customer allowances recorded as a reducfioevenues $ 45,858,00 $ 32,995,00 $ 27,926,00

The following table presents the commitments taiirallowances which will be recognized as a chaggnst revenue, and customer
Remanufactured Core purchase obligations whichbeiliecognized in accordance with the terms ofd¢levant long-term customer contracts:

Year Ending March 31,

2013 $ 14,516,00
2014 11,249,00
2015 3,241,001
2016 2,953,001
2017 2,782,001
Thereafter 2,875,00!
Total marketing allowances $ 37,616,00

Workers Compensation Insurance

Effective January 1, 2007 through the current figear, the Company’s workers compensation inswamticy has been written on a
guaranteed cost basis (first dollar payment ohtdawvith no deductibles). For each of the five ygairsr to January 1, 2007, the Company
purchased workers compensation insurance on adkdéctible plan. The Company was, and still &hlk for the first $250,000 of each claim
until all claims are settled (essentially self-irel). The Company records an estimate of its ligtfibr the self-insured portion of its workers’
compensation policy by including an estimate ofttital claims incurred and reported as well asstimate of incurred, but not reported,
claims by applying the Company’s historical claidevelopment factor to its estimate of incurred esmbrted claims.

15. Major Customers and Suppliers
The Company'’s four largest customers accountethfollowing total percentage of net sales andants receivable—trade:

Years Ended March 31,

Sales 2012 2011 2010

Customer A 41% 48% 44%
Customer E 9% 18% 24%
Customer C 5% 8% 8%
Customer C 14% 5% 2%
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Accounts receivable- trade 2012 2011

Customer A 31% 26%
Customer E 8% 13%
Customer C 7% 17%
Customer C 21% 3%

The Company'’s largest supplier accounted for thewiang total percentage of raw materials purchases

Years Ended March 31,

Significant supplier purchases 2012 2011 2010
Supplier A 2% 13% 2%
Supplier B 12% - -

16. Income Taxes
The income tax expense (benefit) for the years éiirch 31 is as follows:

Years Ended March 31,

2012 2011 2010

Current tax expens

Federal $ 4,476,000 $ 4,797,000 $ 4,203,00!

State 379,00( 718,00( 1,121,00!

Foreign 448,00( 267,00( 161,00(

Total current tax expense 5,303,001 5,782,001 5,485,001
Deferred tax expense (bene

Federal 1,039,001 1,206,001 (117,000

State 494,00( 821,00( 109,00(

Foreign (64,000 - (195,000

Total deferred tax expense (benefit) 1,469,001 2,027,001 (203,000
Total income tax expense $ 6,772,000 $ 7,809,000 $ 5,282,00i
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Deferred income taxes consist of the following atrth 31:

2012 2011
Assets
Accounts receivable valuatic $ 4,465,000 $ 3,185,00!
Allowance for customer incentive 626,00( 720,00(
Inventory obsolescence resel 839,00( 993,00(
Stock options 1,239,00! 1,251,00!
Property and equipment, r 492,00( -
Intangibles, ne - 504,00(
Deferred core revent 14,524,00 1,268,00!
Claims payablt 288,00( 788,00(
Acquisition cos! 35,00( 336,00(
Accrued compensatic 1,310,00! 476,00(
Net operating losse 29,195,00 125,00(
Other 1,165,00! 1,097,00!
Total deferred tax assets $ 54,178,000 $ 10,743,00
Liabilities
Prepaid expenst $ (363,000 $ (591,000
Property and equipment, r - (733,00()
Intangibles, ne (3,812,00i) -
Estimate for return (3,287,00i) (1,838,001
Other (496,00() (713,000
Total deferred tax liabilities $ (7,958,000 $ (3,875,000
Less valuation allowance $ (40,716,00) $ -
Net deferred tax asse $ 5,504,000 $ 6,868,00
Net current deferred income tax as $ 3,647,000 $ 5,522,00
Net lon¢-term deferred income tax assets 1,857,00! 1,346,00!
Total $ 5,504,000 $ 6,868,00

At March 31, 2012 and 2011, current deferred inctemdiabilities of $146,000 and $136,000, respestyi, are included in other current
liabilities in the consolidated balance sheet.

At March 31, 2012, the Company had federal, statk@anadian net operating loss carryforwards of 488000, $12,100,000, and
$102,600,000, respectively. The utilization of thest operating loss carryforwards may be permankmited due to Internal Revenue Code
Section 382 in the Unites States and similar reguia in Canada. Prior to the utilization of suchdes, the Company will perform further
analysis to determine the amount subject to linaitatAdditionally, in certain states the suspensibthe usage of the net operating losses ma
apply. The net operating loss carryforwards expetveen 2020 and 2031.

Realization of the Company's deferred tax assetependent upon the Company’s ability to genenafficent taxable income. Management
reviews the Company's deferred tax assets onsjation by jurisdiction basis to determine whettiés more likely than not that the deferred
tax assets will be realized. As a result of FARIUmulative losses in certain jurisdictions, a deiaation was made to establish a valuation
allowance against the related deferred tax assdtssanot more likely than not that such assetishe realized. For all other

jurisdictions, management believes that it is nlikedy than not that future taxable income will defficient to realize the recorded deferred
assets. In evaluating this ability, managementidens long-term agreements and Remanufactured ioohase obligations with the
Company’s major customers that expire at variotiesddorough March 2019. Management also periogicalinpares its forecasts to actual
results. Even though there can be no assurancththfdrecasted results will be achieved, the hysté income in all other jurisdictions
provides sufficient positive evidence that no vélraallowance is needed.
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FAPL is in a net deferred tax asset position. Haverealization of the deferred tax assets is degetnon FAPL's ability to generate sufficient
taxable income. Based on the Company'’s historpsdds, management believes that it is not morly ltkan not that future taxable income
will be sufficient to realize FAPL's recorded deéaf tax assets. As a result, the Company has red@dull valuation allowance of
$40,716,000 on the deferred taxes of FAPL.

For the years ended March 31, 2012, 2011, and 2B8&@rimary components of the Company’s incomeptaxision were (i) the current
liability due to federal, state and foreign incotares, (ii) foreign income taxed at rates thatdifferent from the federal statutory rate, and (iii

a valuation allowance established against defeeedssets when it is more likely than not thatabget or any portion thereof will not be
realized.

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

Years Ended March 31,

2012 2011 2010

Statutory federal income tax re 34% 34% 34%
State income tax rate, net of federal ber (1) % 3% 5%
Change in deferred tax re - 2% -
Foreign income taxed at different ra (12) % (1) % (5) %
Valuation allowanct (36) % - -
Other income tax (1) % 1% 1%

(16) % 39% 35%

The Company and its subsidiaries file income tawrres in either the U.S. federal jurisdiction arsdious state jurisdiction or foreign
jurisdictions with varying statutes of limitationa/ith few exceptions, the Company is no longer scijo examination by tax authorities
years beginning before 20C The Company believes no significant changeseénutirecognized tax benefits will occur within thexnl2
months.

A reconciliation of the beginning and ending amoeaininrecognized tax benefits is as follows at Madd:

2012 2011 2010
Balance at beginning of peric $ 576,000 $ 711,000 $ 925,00(
Additions based on tax positions related to theeniryeal 116,00( 128,00( 27,00(
Additions for tax positions of prior ye 2,997,001 298,00 -
Reductions for tax positions of prior ye (76,000 (561,000 (241,000
Settlements - - -
Balance at end of period $ 3,613,000 $ 576,000 $ 711,00(

At March 31, 2012, 2011 and 2010, there are $480.$890,000 and $368,000 of unrecognized tax bisribfat if recognized would affect the
annual effective tax rate.

The Company recognizes interest and penalties edaerlated to unrecognized tax benefits as partooime tax expense. During the years

ended March 31, 2012, 2011 and 2010, the Compawgnized approximately $160,000, $(4,000), and®®jf interest and penalties. The
Company had approximately $424,000 and $83,00¢hfopayment of interest and penalties accrued atiMal, 2012 and 2011, respectively.
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17. Defined Contribution Plans

The Company has a 401(k) plan covering all emplsyaeo are 21 years of age with at least six mootisgrvice. The plan permits eligible
employees to make contributions up to certain Ations, with the Company matching 25% of each gigdting employee’s contribution up to
the first 6% of employee compensation. Employeesramediately vested in their voluntary employestdbutions and vest in the Company’s
matching contributions ratably over five years. Twmpanys matching contribution to the 401(k) plan was $002, $92,000 and $88,000
the fiscal years ended March 31, 2012, 2011 an@®,2@%pectively.

The Company also offers retirement savings plaa ‘(flan”) to all its Canadian-based employees waitleast one-year of continuous service.
The Company’s contribution to the Plan ranges fB3nto10% of the employees’ base salary. The Conipampntribution percentage is
dependent on the position of the employee anduheber of years of service with the Company. The @amy’s contribution vests two years
from the date of enrollment into the Plan. The @any’s contribution to the Plan since its acquisiton May 6, 2011, was $343,000 for the
fiscal year ended March 31, 2012.

18. Stock Options

In January 1994, the Company adopted the 1994 Sption Plan (the “1994 Plan”), under which it veaghorized to issue nagualified stocl
options and incentive stock options to key emplsyéd@ectors and consultants. After a number ofedih@der-approved increases to this plan,
at March 31, 2002 the aggregate number of stodkmpapproved was 960,000 shares of the Companysnon stock. The term and vesting
period of options granted is determined by a cotemiof the Board of Directors with a term not teeed ten years. At the Company’s Annual
Meeting of Shareholders held on November 8, 2082,1894 Plan was amended to increase the authanimeler of shares issued to
1,155,000. As of March 31, 2012 and 2011, optionsurchase 223,750 and 364,100 shares of commok, s&spectively, were outstanding
under the 1994 Plan and no options were availaislgrant.

At the Company’s Annual Meeting of Shareholderslteel December 17, 2003, the shareholders apprree@ampany’s 2003 Long-Term
Incentive Plan (“Incentive Plan”) which had beewgigd by the Company’s Board of Directors on Octdlde 2003. Under the Incentive Plan,
a total of 1,200,000 shares of the Company’s comstock were reserved for grants of Incentive Awandd all of the Company’s employees
are eligible to participate. The 2003 IncentiverBAdll terminate on October 31, 2013, unless teated earlier by the Company’s Board of
Directors. As of March 31, 2012 and 2011, optianpurchase 1,035,534 and 1,038,984 shares of coratook, respectively, were outstand
under the Incentive Plan. As of March 31, 2012 pioms were available for grant and options to pase 112,600 shares of common stock
were available for grant as of March 31, 2011.dnuhry 2011, this Incentive Plan was replaced hadCompany will not make any further
grants of awards under this plan.

In November 2004, the Company’s shareholders ajgportive 2004 Non-Employee Director Stock Option Btha “2004 Plan”) which
provides for the granting of options to non-emplogéirectors. At the Company’s Annual Meeting of &halders held on February 25, 2010,
the Company’s shareholders approved an amendmém 8004 Plan that increased the number of slvdieammon stock reserved for grant
under the 2004 Plan from 175,000 to 275,000. Adafch 31, 2012 and 2011, options to purchase 2030d 188,000 shares of common
stock, respectively, were issued, and 72,000 ar@D87%hares of common stock were available fortgran

In January 2011, the Company’s shareholders apgrinee2010 Incentive Award Plan (the” 2010 Planhjiat replaced the 2003 Long-term
Incentive Plan. Under the 2010 Plan, a total of,d80 shares of the Compasytommon stock were reserved for grants of incerdivards an
all of the Company’s employees are eligible toipgrate. No awards were issued under the 2010 &af March 31, 2012 and 2011.

The shares of common stock issued upon exerciagomviously granted stock option are considerediasuances from shares reserved for

issuance upon adoption of the various plans. Thagaay requires that the option holders provide ittemr notice of exercise to the stock plan
administrator and payment for the shares priossaance of the shares.
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A summary of stock option transactions follows:

Number of Weighted Average

Shares Exercise Price
Outstanding at March 31, 20! 1,731,08 $ 8.3
Grantec 12,00( $ 4.7¢
Exercisec (64,000 $ 2.4C
Cancelled (50,750 $ 10.6¢
Outstanding at March 31, 20. 1,628,33 $ 8.4¢
Grantec 18,00( $ 9.61
Exercisec (52,250 $ 3.8¢
Cancelled (3,000 $ 11.0C
Outstanding at March 31, 20. 1,591,08 $ 8.61
Grantec 15,00( $ 10.0¢
Exercisec (95,55() $ 3.3¢
Cancelled (48,250 $ 3.1¢F
Outstanding at March 31, 2012 1,462,28 $ 9.1t

Based on the market value of the Company’s comrtark @t March 31, 2012, 2011 and 2010, the prersic value of options exercised
was $598,000, $530,000 and $262,000 respectively.

The followings table summarizes information abdw dptions outstanding at March 31, 2012:

Options Outstanding Options Exercisable
Weighted
Weighted Average Weighted
Average Remaining Aggregate Average Aggregate
Range of Exercise Life Intrinsic Exercise Intrinsic
Exercise price Shares Price In Years Value Shares Price Value
$1.800 to $3.60! 128,750 $ 2.2¢ 0.8¢ $ 945,02! 128,75( $ 228 $ 945,02!
$4.170 to $6.34! 175,00( 5.8¢€ 3.9C 658,00( 174,00( 5.8¢ 654,24(
$6.620 to $9.27! 378,201 8.6¢ 2.7¢ 351,72t 371,20( 8.72 334,08
$9.900 to $11.75 361,33« 10.1¢ 3.8 - 361,33« 10.1¢ -
$11.900 to $13.80 407,00( 12.07 4.4% - 403,00( 12.0¢ -
$ 14.500 to $15.06C 12,000 $ 14.67 6.8¢< - 9,00 $ 14.5¢ -
1,462,28. $ 1,954,75 1,447,28 $ 1,933,34

The aggregate intrinsic values in the above tadpeasent the pre-tax value of all in-the-moneyariif all such options had been exercised o
March 31, 2012 based on the Company’s closing gtoick of $9.62 as of that date.

Options to purchase 1,447,284, 1,576,084 and 1998&hares of common stock were exercisable asaofiM31, 2012, 2011 and 2010,

respectively. The weighted average exercise piicptons exercisable was $9.14, $8.61 and $8.5F March 31, 2012, 2011 and 2010,
respectively.
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A summary of changes in the status of non-vestaksiptions during the fiscal year ended MarchZ811,2 is presented below.

Weighted Average
Number of Grant Date Fair

Shares Value
Non-vested at March 31, 20: 15,00( $ 3.41
Grantec 15,00( $ 4.21
Vested (15,000 $ 3.44
Non-vested at March 31, 2012 15,000 $ 4.1¢

Effective April 1, 2006, the Company began using itiodified prospective application method of traosifor all its stockbased compensati
plans. The Company did not modify the terms of prgwiously granted options in anticipation of tlimption of this guidance. At March 31,
2012, there was $43,000 of total unrecognized cosgteon expense from stock-based compensationegtamder the plans, which is related
to non-vested shares. The compensation expenspéasted to be recognized over a weighted averastingeperiod of 0.9 years.

19. Shareholders’ Equity Transactions
Equity Transactior

In May 2007, the Company completed the sale of B3P shares of its common stock at a price of L fper share and warrants to purchase
up to 546,283 shares of its common stock at arceseeprice of $15.00 per share. This sale was rttadegh a private placement to accredited
investors. The warrants are callable by the Comgfamynong other things, the volume weighted averagding price of the Company’s
common stock as quoted by Bloomberg L.P. is grehter $22.50 for 10 consecutive trading days. Hievalue of the warrants at the date of
grant was estimated to be approximately $4.44 geramt using the Black-Scholes pricing model. TdilWing assumptions were used to
calculate the fair value of the warrants: dividgmeld of 0%; expected volatility of 40.01%; riskefr interest rate of 4.5766%; and an expectec
life of five years.

Share Repurchase Program

In March 2010, the Company’s Board of Directorshautzed a share repurchase program of up to $500@®@f the Company’s outstanding
common stock from time to time in the open market & private transactions at prices deemed apjatepoy management. There is no
expiration date governing the period over which@wenpany can repurchase shares under this pro@raring July 2010, the Company
repurchased 14,400 shares at a total cost of ajppatedy $89,000. The Company’s credit agreementently prohibit such repurchases.
20. Litigation

The Company is subject to various lawsuits andwdahn the normal course of business. Managemerst waiebelieve that the outcome of thes
matters will have a material adverse effect offifi@ncial position or future results of operations.

21. Related Party Transactions

The Company has arrangements or entered into agrasmith three members of its Board of DirectMessrs. Mel Marks, Philip Gay and
Selwyn Joffe.

In August 2000, the Company’s Board of Directorseag to engage Mr. Marks to provide consultingises/to the Company. Mr. Marks is
currently paid an annual consulting fee of $350,080year. Mr. Marks was paid $350,000 during ezfche years ended March 31, 2012,
2011, and 2010. The Company can terminate thisgeraent at any time.

The Company agreed to pay Mr. Gay $90,000 perfgeaerving on the Company’s Board of Directorg] &r being Chairman of the
Company'’s Audit and Ethics Committees.
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The Company has entered into several amended empldyagreements with Mr. Joffe. On May 18, 2012,@lompany entered into a new
employment agreement (the “New Employment Agreefherith Mr. Joffe, which terminates and superselfgs Joffe’s previous employmei
agreement that was to expire on August 31, 20128.Néw Employment Agreement provides for Mr. Joffs¢rve as the Company’s
Chairman, President and Chief Executive Officerdaerm expiring on August 31, 2015, unless extdratesarlier terminated. Pursuant to the
New Employment Agreement, Mr. Joffe will receivbase salary of $600,000 per year, which will beéaewed from time to time in accordar
with the Company’s established procedures for gidigisalaries for similarly situated employees. Wffe will be eligible to participate the
Company’s Annual Incentive Plan adopted and amefrdadtime to time by the Board (the “Annual InceetPlan”), with a target bonus
equal to 100% of Mr. Joffe’s salary (the “Annuatémtive Bonuses”)n addition to the Annual Incentive Bonuses, thenpany paid Mr. Joff
a one-time bonus of $250,000 upon the signing ®Nbw Employment Agreement and awarded Mr. Joffeaanteed bonus of $500,000,
which is payable in three annual installments: $268 on May 18, 2012; $166,000 on May 18, 2013;%t®6,000 on May 18, 2014.

Pursuant to Mr. Joffe's previous employment agradgirtee was entitled to receive a transaction fek@¥ of the “total consideration” of any
transaction, including any transaction resulting ichange of control, his efforts brought to thenpany. In lieu of this transaction fee, pursi
to the New Employment Agreement, the Company agiegdant Mr. Joffe, no later than May 28, 2012,spant to its 2010 Incentive Award
Plan (the “2010 Plan™): (i) a fully-vested optiampiurchase a number of shares of the Company’s constock equal to $250,000 divided by
the per share fair value of the option as of itmgdate based on the Black-Scholes valuation rdethsuch other method as may be used by
the Company for financial reporting purposes; and(number of shares of fully-vested restricteatk equal to $250,000 divided by the
average per share closing price of the Companytmoon stock as quoted on the NASDAQ Global Seleatkiteor the five consecutive
trading days immediately following May 18, 2012 ména number of shares which are required to sajgfjicable withholding obligations
(the “Initial Equity Awards”). The Company expettsissue these shares upon satisfaction of the N¥@ isting requirements.

Pursuant to the New Employment Agreement, Mr. Jaifealso be eligible to receive annual awardsemithe 2010 Plan in such amounts as
are determined by the Compensation Committee agstrator of the 2010 Plan in its sole and absotliscretion (the “Annual

Awards”). Such awards may be in the form of optiaestricted stock, restricted stock units, penfnmce shares, performance units or such
other form of award as determined by the Compems&ommittee as administrator of the 2010 Plamsisale and absolute discretion.

22. Segment Information

On May 6, 2011, the Company acquired Fenco. Asualtref this acquisition, the Company reassessedevrised its segment reporting to
reflect two reportable segments, the rotating etdtsegment and the under-the-car product ligensst, based on the way the Company
manages, evaluates and internally reports its basiactivities. Prior to this acquisition, the Camp operated only in the rotating electrical
segment.

The rotating electrical segment is comprised ofGoenpany’s alternator and starter business. Tlgmsat manufactures, remanufactures, anc
distributes alternators and starters for import dowhestic cars, light trucks, heavy duty, agria@tand industrial applications. These
replacement parts are sold for use on vehicles iafteal vehicle purchase.

The under-the-car product line segment manufactueesanufactures and distributes new and remanutiftermarket auto parts, including
steering components, brake calipers, master cytndieib assembly and bearings, clutches and dhytdiaulics for the full range of passenger
and truck vehicles.

The Company'’s products are sold to automotive Irekaiin stores, warehouse distributors, and to najtomobile manufacturers throughout
North America.

The accounting policies for each of the Companggnsents are the same as those described in NSter®nary of Significant Accounting
Policies.
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The results of operations of Fenco have been ieddbm the date of acquisition on May 6, 2011 aRirial information relating to the

Company’s reportable segments is as follows:

Selected income statement dai

Net sales to external custom
Intersegment revenue, net of cc
Gross profit (loss

Operating income (los!

Net income (loss

Selected income statement dai

Net sales to external custom:
Gross profit

Operating incom:

Net income

Selected income statement dal

Net sales to external custom:
Gross profit

Operating incom:

Net income

Selected balance sheet da

Current assel
Non-current assets

Total assets

Current liabilities
Non-current liabilities
Total liabilities

Equity (deficit)

Total liabilities and equity

Selected balance sheet da

Current assetl
Non-current assets

Total assets

Current liabilities
Non-current liabilities
Total liabilities

Equity

Total liabilities and equity

Year Ended March 31, 2012

Under-the-
Rotating Car
Electrical Product Line  Eliminations  Consolidated
$178,551,00 $185,136,00 $ - $363,687,00
1,853,00! - (1,853,001 -
57,332,00 (29,625,00) - 27,707,00
26,574,00 (54,061,00) - (27,487,00)
14,300,00 (62,814,00) - (48,514,00)
Year Ended March 31, 2011
Under-the-
Rotating Car
Electrical Product Line  Eliminations Consolidatec
$161,285,00 $ - % - $ 161,285,00
51,382,00 - - 51,382,00
25,384,00 - - 25,384,00
12,220,00 - - 12,220,00
Year Ended March 31, 201(
Under-the-
Rotating Car
Electrical Product Line Eliminations  Consolidatec
$147,225,00 $ - % - $ 147,225,00
41,327,00 - - 41,327,00
18,307,00 - - 18,307,00
9,646,001 - - 9,646,001
March 31, 2012
Under-the-
Rotating Car
Electrical Product Line  Eliminations  Consolidated
$115,451,00 $ 81,778,000 $ (28,998,00) $168,231,00
179,167,00 186,896,00 (32,396,00) 333,667,00
$294,618,00 $268,674,00 $ (61,394,00) $501,898,00
$ 72,987,00 $126,430,00 $ (28,998,00) $170,419,00
85,201,00 200,112,00 (27,453,00) 257,860,00
158,188,00 326,542,00 (56,451,00) 428,279,00
136,430,00 (57,868,00) (4,943,001 73,619,00
$294,618,00 $268,674,00 $ (61,394,00) $501,898,00
March 31, 2011
Under-the-
Rotating Car
Electrical Product Line  Eliminations  Consolidated
$ 60,137,000 $ - $ - $ 60,137,00
131,728,00 - - 131,728,00
$191,865,00 $ - $ - $191,865,00
$ 58,742,00 $ - $ - $ 58,742,00
15,946,00 - - 15,946,00
74,688,00 - - 74,688,00
117,177,00 - - 117,177,00
$191,865,00 $ - $ - $191,865,00
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Year Ended March 31, 2012

Under-the-
Rotating Car
Selected cash flow data Electrical Product Line  Eliminations  Consolidated
Net cash provided by (used in) operating activi $ 15,464,00 $ (53,952,00) $ - $ (38,488,00)
Net cash used in investing activiti (1,047,00i) (544,000 - (1,591,001
Net cash provided by financing activiti 61,060,00 9,122,001 70,182,00
Effect of exchange rate changes on ¢ 37,00( - 37,00(
Cash— Beginning of perioc 2,477,001 - 2,477,001
Cash— End of perioc 32,379,00 238,00( - 32,617,00
Additional selected financial data
Depreciation and amortizatic $ 3,466,000 $ 3,884,000 $ - $ 7,350,00
Capital expenditure 1,010,00! 544,00( - 1,554,00!
Year Ended March 31, 2011
Under-the-
Rotating Car
Selected cash flow dat: Electrical Product Line  Eliminations  Consolidated
Net cash provided by operating activit $ 10,735,00 $ - $ - $ 10,735,00
Net cash used in investing activiti (6,723,00) - - (6,723,001
Net cash used in financing activiti (2,790,00) - - (2,790,00)
Effect of exchange rate changes on ¢ 45,00( - - 45,00(
Cash— Beginning of perioc 1,210,00! - - 1,210,001
Cash— End of perioc 2,477,001 - - 2,477,001
Additional selected financial data
Depreciation and amortizatic $ 3,900,000 $ - $ - $ 3,900,00
Capital expenditure 1,566,00! - - 1,566,00!
Year Ended March 31, 2010
Under-the-
Rotating Car
Selected cash flow dat Electrical Product Line  Eliminations  Consolidated
Net cash provided by operating activit $ 18,347,00 $ - % - $ 18,347,00
Net cash used in investing activiti (3,666,00i) - - (3,666,001
Net cash used in financing activiti (13,947,00) - - (13,947,00)
Effect of exchange rate changes on ¢ 24,00( - - 24,00(
Cash— Beginning of perioc 452,00( - - 452,00(
Cash— End of perioc 1,210,001 - - 1,210,001
Additional selected financial data
Depreciation and amortizatic $ 3,882,000 $ - % - $ 3,882,00
Capital expenditure 1,055,00! - - 1,055,001

23. Impact on Previously Issued Financial Statemesatof Changes in Provisional Estimates of Fair Value

On May 6, 2011, the Company acquired Fenco. Theganmmade preliminary estimates of fair value baseds best estimates using
information that it obtained as of the reportinged®ased on new information available about faots circumstances that existed as of the
acquisition date, the Company adjusted the reciognitf certain assets and liabilities to the primnal amounts previously recorded in the first
three quarters ended December 31, 2011. Durintptiréh quarter ended March 31, 2012, the Compasyfirdher adjusted the recognition of
certain assets and liabilities as of that date s€lagljustments to the provisional amounts prewoeslorded were made retrospectively to the
acquisition date and adjustments were primarilgtesl to long-term core inventory, inventory unread, accounts receivable reserves, and th
customer core returns accrual.
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The consolidated results of operations for theelmenths ended June 30, 2011 as previously adjirsteptember 30, 2011, the retrospective

impact of the adjustments, and the adjusted cafeteld results of operations for the three montlde@idune 30, 2011 are presented in the
below:

Three Months Ended
June 30, 2011 (Unaudited)

As
Previously
Reported Adjustments As Adjusted
Net sales $ 70,510,00 $ = $ 70,510,00
Cost of goods sold 61,182,00 2,295,000 (1) 63,477,00
Gross profit 9,328,001 (2,295,00) 7,033,001
Operating expense
General and administrati 8,606,001 (297,000 (2) 8,309,00!
Sales and marketir 2,453,001 - 2,453,001
Research and developmt 416,00( - 416,00(
Acquisition costs 404,00( - 404,00(
Total operating expenses 11,879,00 (297,000 11,582,00
Operating los! (2,551,00i) (1,998,000 (4,549,00)
Interest expense 1,914,00! - 1,914,001
Loss before income tax exper (4,465,00) (1,998,001 (6,463,001
Income tax expense 1,842,00! - 1,842,001
Net loss $ (6,307,000 $ (1,998,00i) $ (8,305,00)
Basic net loss per share $ (0.57) $ (0.6¢)
Diluted net loss per share $ (0.5) $ (0.69)
Weighted average number of shares outstani
Basic 12,281,53 12,281,53
Diluted 12,281,53 12,281,53

1) The quarterly amount of amortization of ttneentory step-up added to the inventory valueas @f the acquisition on May 6, 2011
was reduced due to the subsequent reduction iwatlne of the opening st-up amount

2) The quarterly amount of amortization of igiéble assets was reduced based on the reducttbe wpening valuation provided for

intangible assets acquired on May 6, 2(
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The consolidated balance sheet as of June 30,&0pfdeviously adjusted as of December 31, 2011 fuvd®er impacted during the fourth
quarter ended March 31, 2012 by the retrospeatiyct of the adjustments presented in the tabteabel

ASSETS
Current asset:
Cash
Shor-term investment
Accounts receivabl— net
Inventon— net
Inventory unreturne
Deferred income taxe
Prepaid expenses and other current asse
Total current asse
Plant and equipmer— net
Long-term core inventor— net
Long-term core inventory depos
Long-term deferred income tax
Goodwill
Intangible asset— net
Other assets
TOTAL ASSETS

LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Customer finished goods returns accl
Revolving loar
Other current liabilitie:
Current portion of term loa
Current portion of capital lease obligation:
Total current liabilities
Term loan, less current portic
Revolving loar
Deferred core revent
Customer core returns accri
Other liabilities
Capital lease obligations, less current portic
Total liabilities
Commitments and contingenci
Shareholders' equit
Preferred stock; par value $.01 per share
5,000,000 shares authorized; none iss
Series A junior participating preferred stox
par value $.01 per share, 20,000 share:
authorized; none issus
Common stock; par value $.01 per share,
20,000,000 shares authorized; 12,441 ¢
and 12,078,271 shares issued; 12,499,
and 12,427,571 outstanding at June 30
2011 and March 31, 2011, respectiv
Treasury stock, at cost, 14,400 shares of
common stock at June 30, 2011 and M
31, 2011, respectivel
Additional paic-in capital
Additional paic-in capita-warrant
Accumulated other comprehensive |
Retained earnings
Total shareholders' equity
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

June 30, 2011 (Unaudited

Change in

As Previously Reclassificatior Opening
Reported Adjustments Valuation Estimates (1 Adjustments As Adjusted
$ 1,275,000 $ -$ -$ = $ 1,275,00
311,00( - - 311,00(
27,858,00 - (2,816,001 - 25,042,00
106,897,00 339,00( (2,709,00) (2,295,000 (2) 102,232,00
13,446,00 244,00( - 13,690,00
5,715,001 - - - 5,715,00
5,353,00! (339,001) 104,00( - 5,118,001
160,855,00 (5,177,00)  (2,295,00i) 153,383,00
17,159,00 - - 17,159,00
175,845,00 6,973,00! - 182,818,00
26,248,00 - - 26,248,00
1,368,001 - - 1,368,001
40,263,00 28,093,00 - 68,356,00
46,084,00 (22,295,00) 297,00( 24,086,00
1,839,00! - - 1,839,00!
$ 469,661,00 $ $ 7,594,000 $ (1,998,00) $475,257,00
$ 98,723,00 $ -$ (39,000 $ = $ 98,684,00
34,663,00 188,00( (3,317,001 - 31,534,00
26,852,00 (3,085,00i) - 23,767,00
18,500,00 - - - 18,500,00
914,00( (188,001) 1,484,00! - 2,210,001
2,000,001 - - - 2,000,001
749,00( - - 749,00(
182,401,00 (4,957,001 - 177,444,00
15,000,00 - - 15,000,00
47,630,00 - - 47,630,00
8,930,00! - - 8,930,001
97,479,00 12,551,00 - 110,030,00
1,692,001 - - 1,692,001
372,00( - - 372,00(
353,504,00 7,594,001 - 361,098,00
124,00( - - 124,00(
(89,000 - - (89,000
98,139,00 - - 98,139,00
1,879,001 - - 1,879,001
(64,000 - - (64,000
16,168,00 - (1,998,000 14,170,00
116,157,00 - (1,998,000 114,159,00
$ 469,661,00 $ $ 7,594,000 $ (1,998,001 $475,257,00




1) Represents the impact of the change in plemiog valuation estimates on the previously adjisbnsolidated balance sheet at June
30, 2011

2) The amount of amortization of the inventstgpup added to the inventory value as part of the iadegpn on May 6, 2011 was reduc
due to the subsequent reduction in the value obpeming ste-up amount

3) The amount of amortization of intangibleeissvas reduced based on the reduction in the geaiuation provided for intangible
assets acquired on May 6, 20
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The consolidated results of operations for theetlme®nths ended September 30, 2011 as previousiyteelp the retrospective impact of the

adjustments, and the adjusted consolidated resfudigerations for the three months ended SepteBte2011 are presented in the table below

Net sales
Cost of goods sold
Gross profit
Operating expense
General and administratiy
Sales and marketir
Research and developme
Acquisition costs
Total operating expenses
Operating los!
Interest expense
Loss before income tax exper
Income tax expense

Net loss
Basic net loss per share
Diluted net loss per share

Weighted average number of shares outstani

Basic
Diluted

Three Months Ended
September 30, 2011 (Unaudited)

As

Previously  Reclassificatior
Reported Adjustments  Adjustments As Adjusted
$107,616,00 $ - $ = $107,616,00
92,344,00 - 293,000 (1) 92,637,00
15,272,00 - (293,001) 14,979,00
11,771,00 (17,000 (445,000 (2) 11,309,00
3,197,001 - - 3,197,001
401,00( - - 401,00!
309,00( - - 309,00!
15,678,00 (17,000 (445,001 15,216,00
(406,001 17,00( 152,00( (237,001
3,389,001 - - 3,389,00!
(3,795,001 17,00( 152,00( (3,626,00)
1,796,00! 17,00( - 1,813,00
$ (5,591,00) $ - $  152,00( $ (5,439,00)
$ (0.45) $ (0.44)
§ (0 § (04
12,451,60 12,451,60
12,451,60 12,451,60

1) The quarterly amount of amortization of ttneentory step-up added to the inventory valueas @f the acquisition on May 6, 2011
was reduced due to the subsequent reduction iwatlne of the opening st-up amount
2) The quarterly amount of amortization of igiéble assets was reduced based on the reducttbe wpening valuation provided for

intangible assets acquired on May 6, 2(
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The consolidated balance sheet as of Septemb&02Q@,as previously adjusted as of December 31,,2044 impacted during the fourth
quarter ended March 31, 2012 by the retrospeatiyct of the adjustments presented in the tabteabel

September 30, 2011 (Unauditec

Change in
As Previously Reclassificatior Opening
Reported Adjustments Valuation Estimates (1 Adjustments As Adjusted
ASSETS
Current asset:
Cash $ 1,197,000 $ -$ -$ = $ 1,197,001
Shor-term investment 281,00( - - - 281,00(
Accounts receivabl— net 34,352,00 - (2,816,00i) - 31,536,00
Inventory— net 116,241,00 339,00( (2,709,00) (2,588,00) (2) 111,283,00
Inventory unreturne 14,678,00 - 244,00( - 14,922,00
Deferred income taxe 5,722,001 - - - 5,722,00
Prepaid expenses and other current asse 4,756,001 (342,000 104,00( - 4,518,001
Total current asse 177,227,00 (3,000 (5,177,00) (2,588,000 169,459,00
Plant and equipmer— net 15,198,00 - - - 15,198,00
Long-term core inventor— net 186,657,00 - 6,973,00! - 193,630,00
Long-term core inventory depos 26,473,00 - - - 26,473,00
Long-term deferred income tax 1,563,001 - - - 1,563,00!
Goodwill 40,263,00 - 28,093,00 - 68,356,00
Intangible asset— net 45,097,00 - (22,295,00) 742,000 (3) 23,544,00
Other assets 1,887,00! - - - 1,887,00!
TOTAL ASSETS $ 494,365,000 $ (3,000 $ 7,594,000 $ (1,846,001 $500,110,00
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl $115,271,00 $ -$ (39,000 $ = $115,232,00
Accrued liabilities 18,834,00 244,00( (3,317,001 - 15,761,00
Customer finished goods returns accl 26,961,00 - (3,085,00i) - 23,876,00
Revolving loar 37,500,00 - - - 37,500,00
Other current liabilitie 2,494,001 (247,000 1,484,00! - 3,731,001
Current portion of term loa 2,000,001 - - - 2,000,001
Current portion of capital lease obligation: 644,00( - - - 644,00(
Total current liabilities 203,704,00 (3,000 (4,957,00i) - 198,744,00
Term loan, less current portic 14,500,00 - - - 14,500,00
Revolving loar 47,748,00 - - - 47,748,00
Deferred core revent 9,160,001 - - - 9,160,001
Customer core returns accrual (see Not 107,399,00 - 12,551,00 - 119,950,00
Other liabilities 1,296,00! - - - 1,296,00!
Capital lease obligations, less current portic 307,00( - - - 307,00(
Total liabilities 384,114,00 (3,000 7,594,001 - 391,705,00
Commitments and contingenci
Shareholders' equit
Preferred stock; par value $.01 per share
5,000,000 shares authorized; none iss - - - - -
Series A junior participating preferred stox
par value $.01 per share, 20,000 share:
authorized; none issus - - - - -
Common stock; par value $.01 per share,
20,000,000 shares authorized; 12,513,¢
and 12,078,271 shares issued; 12,499,
and 12,063,871 outstanding at Septeml
30, 2011 and March 31, 2011, respecti 125,00( - - - 125,00(
Treasury stock, at cost, 14,400 shares of
common stock at June 30, 2011 and M
31, 2011, respectivel (89,000 - - - (89,000
Additional paic-in capital 98,580,00 - - - 98,580,00
Additional paic-in capita-warrant 1,879,001 - - - 1,879,00!
Accumulated other comprehensive | (821,000 - - - (821,000)
Retained earnings 10,577,00 - - (1,846,000 8,731,001
Total shareholders' equity 110,251,00 - - (1,846,000 108,405,00
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY $ 494,365,00 $ (3,000 $ 7,594,000 $ (1,846,001 $500,110,00




1) Represents the impact of the change in plemiog valuation estimates on the previously reygbconsolidated balance sheet at
September 30, 201

2) The amount of amortization of the inventstgpup added to the inventory value as part of the iadegpn on May 6, 2011 was reduc
due to the subsequent reduction in the value obpeming ste-up amount

3) The amount of amortization of intangibleeissvas reduced based on the reduction in the geaiuation provided for intangible
assets acquired on May 6, 20
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The consolidated results of operations for theglmenths ended December 31, 2011 as previouslyteshahe retrospective impact of the
adjustments, and the adjusted consolidated resfudigerations for the three months ended Decembe2@L1 are presented in the table below

Three Months Ended
December 31, 2011 (Unaudited)

As
Previously  Reclassificatior
Reported Adjustments  Adjustments As Adjusted

Net sales $ 84,097,000 $ - $ - $ 84,097,00
Cost of goods sold 86,455,00 - (777,000 (1) 85,678,00
Gross los: (2,358,00i) - 777,00( (1,581,00)
Operating expense
General and administrati 10,589,00 11,00( (445,000 (2) 10,155,00
Sales and marketir 3,369,001 - - 3,369,00!
Research and developme 453,00( - - 453,00(
Impairment of plant and equipme 1,031,00¢ - - 1,031,001
Acquisition costs - - - -
Total operating expenses 15,442,00 11,00( (445,000 15,008,00
Operating los! (17,800,00) (11,000 1,222,00! (16,589,00)
Interest expense 3,262,00I - - 3,262,001
Loss before income tax exper (21,062,00) (12,000 1,222,00! (19,851,00)
Income tax expense 1,987,00I (11,000 - 1,976,001
Net loss $(23,049,00) $ - $ 1,222,000 $(21,827,00)
Basic net loss per share $ (1.89 $ (1.79
Diluted net loss per share $ (1.89 $ (1.79)
Weighted average number of shares outstani
Basic 12,517,26 12,517,26
Diluted 12,517,26 12,517,26

1) The quarterly amount of amortization of ttneentory step-up added to the inventory valueas @f the acquisition on May 6, 2011
was reduced due to the subsequent reduction iwatlne of the opening st-up amount

2) The quarterly amount of amortization of irgéble assets was reduced based on the reducttbe wpening valuation provided for
intangible assets acquired on May 6, 2(
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The consolidated balance sheet as of Decembei031, & previously reported, was impacted duringahgh quarter ended March 31, 2012
by the retrospective impact of the adjustmentsemiesl in the table below:

December 31, 2011 (Unauditec

Change in
As Previously Reclassificatior Opening
Reported Adjustments Valuation Estimates (1 Adjustments As Adjusted
ASSETS
Current asset:
Cash $ 3,133,000 $ -$ -$ = $ 3,133,001
Shor-term investment 305,00t - - - 305,00t
Accounts receivabl— net 24,887,00 54,00( (2,816,00i) - 22,125,00
Inventory— net 123,795,00 230,00( (2,709,00) (1,811,00) (2) 119,505,00
Inventory unreturne 13,043,00 - 244,00( - 13,287,00
Deferred income taxe 5,670,001 - - - 5,670,001
Prepaid expenses and other current asse 4,411,001 (293,000 104,00( - 4,222,001
Total current asse 175,244,00 (9,000 (5,177,000 (1,811,000 168,247,00
Plant and equipmer— net 13,942,00 - - - 13,942,00
Long-term core inventor— net 187,475,00 - 6,973,00! - 194,448,00
Long-term core inventory depos 26,658,00 - - - 26,658,00
Long-term deferred income tax 1,617,001 - - - 1,617,001
Goodwill 40,263,00 - 28,093,00 - 68,356,00
Intangible asset— net 44,157,00 - (22,295,00) 1,187,001 (3) 23,049,00
Other assets 1,934,00! - - - 1,934,001
TOTAL ASSETS $491,290,00 $ (9,000 $ 7,594,000 $ (624,000 $498,251,00
LIABILITIES AND
SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 136,422,00 $ -$ (39,000 $ = $136,383,00
Accrued liabilities 20,345,00 271,00( (3,317,001 - 17,299,00
Customer finished goods returns accl 26,910,00 - (3,085,00i) - 23,825,00
Revolving loar 40,500,00 - - - 40,500,00
Other current liabilitie 2,114,001 (280,000 1,484,00! - 3,318,001
Current portion of term loa 2,000,001 - - - 2,000,001
Current portion of capital lease obligation: 559,00( - - - 559,00(
Total current liabilities 228,850,00 (9,000 (4,957,00i) - 223,884,00
Term loan, less current portic 14,000,00 - - - 14,000,000
Revolving loar 47,713,00 - - - 47,713,00
Deferred core revent 9,352,001 - - - 9,352,001
Customer core returns accri 103,079,00 - 12,551,00 - 115,630,00
Other liabilities 1,120,001 - - - 1,120,00!
Capital lease obligations, less current portic 241,00( - - - 241,00(
Total liabilities 404,355,00 (9,000 7,594,00! - 411,940,00
Commitments and contingenci
Shareholders' equit
Preferred stock; par value $.01 per share
5,000,000 shares authorized; none iss - - - - -
Series A junior participating preferred stox
par value $.01 per share, 20,000 share:
authorized; none issus - - - - -
Common stock; par value $.01 per share,
20,000,000 shares authorized; 12,533,¢
and 12,078,271 shares issued; 12,519,
and 12,063,871 outstanding at Decemt
31, 2011 and March 31, 2011, respecti 125,00( - - - 125,00(
Treasury stock, at cost, 14,400 shares of
common stock at December 31, 2011 a
March 31, 2011, respective (89,000 - - - (89,000
Additional paic-in capital 98,693,00 - - - 98,693,000
Additional paic-in capita-warrant 1,879,001 - - - 1,879,00!
Accumulated other comprehensive | (1,201,00i) - - - (1,201,001
Accumulated deficit (12,472,00) - - (624,000 (13,096,00)
Total shareholders' equity 86,935,00 - - (624,000 86,311,00
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY $491,290,00 $ (9,000 $ 7,594,000 $ (624,001 $498,251,00




1) Represents the impact of the change in plemiog valuation estimates on the previously reygbconsolidated balance sheet at
December 31, 201

2) The amount of amortization of the inventstgpup added to the inventory value as part of the iadegpn on May 6, 2011 was reduc
due to the subsequent reduction in the value obpeming ste-up amount

3) The amount of amortization of intangibleeissvas reduced based on the reduction in the geaiuation provided for intangible
assets acquired on May 6, 20

24. Subsequent Events

Equity Transactior

In April 2012, the Company entered into a SubsmipAgreement and a Registration Rights Agreemenaise approximately $15,004,000 in
gross proceeds and net proceeds of $14,100,00Ceafienses through a private placement of its comsback. Pursuant to the terms of the
Subscription Agreement, certain accredited invegpoirchased an aggregate of 1,936,000 shares ohcorstock in a private placement
exempt from registration under the Securities Aateliance upon Rule 506 of Regulation D, for acpase price of $7.75 per share. The
Company plans to use the proceeds to enhancetdgration of its Fenco acquisition and for genewaporate purposes.
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Pursuant to the Registration Rights AgreementCihipany has agreed to file a registration stateméhtthe SEC to register for resale the
common stock sold in the private placement not lditan 45 days after the closing of the private@haent and to use commercially reasonabl
efforts to cause such registration statement toelotared effective, subject to certain exceptiantyin 60 days of closing (or 120 days in the
event of an SEC review). Failure to meet these ldesdand certain other events may result in the@amny’s payment to the Purchasers of
liquidated damages in the amount of 1.0% of thelpase price per 30-day period pending filing ofbgistration statement, effectiveness of
the registration statement or other events, ascgige. On June 12, 2012, the Company filed a tegisn statement under the Securities Ac
1933 to register the shares of common stock.

Parent Company Credit Agreeme

During the year ended March 31, 2011 and betweeit Ap2011 to December 31, 2011, the Company hevalving credit and term loan
agreement, as amended, (the “Old Parent Compartit@mgreement”), with Union Bank, N.A. and Branclfiking & Trust Company, which
allowed the Company to borrow up to a total of $60,000 (the “Old Parent Company Credit Facilityfhe Old Parent Company Credit
Facility was comprised of (i) a revolving facilityith a $7,000,000 letter of credit sub-facility affigl a term loan. The Company was able to
borrow on a revolving basis up to an amount equ&b0,000,000 minus all outstanding letter of dretlligations (the “Old Parent Company
Revolving Loan”). The term loan was in the prindipmount of $10,000,000 (the “Old Parent CompanynTeoan”).

The Old Parent Company Term Loan was scheduledatanmin October 2014 and required principal payeh$500,000 on a quarterly
basis. The Old Parent Company Revolving Loan whedded to expire in October 2012 and provideddbmpany the option to request up to
two one-year extensions.

In January 2012, the Company replaced the Old P@ampany Credit Agreement by entering into a newept company financing agreement
(the “New Parent Company Financing Agreement”) witkyndicate of lenders, Cerberus Business Findh¢®, as collateral agent, and PNC
Bank, National Association, as administrative agém “New Parent Company Loans”). The New Parerh@any Loans consists of: (i) term
loans aggregating $75,000,000 (the “New Parent Gomgerm Loans”) and (ii) revolving loans of upf20,000,000, subject to borrowing
base restrictions and a $10,000,000 sublimit fibede of credit (the “New Parent Company RevohMimgns,”). The lenders hold a security
interest in substantially all of the assets of@mnpany’s rotating electrical segment. The New Ra@®mpany Financing Agreement permits
the Company to invest up to $20,000,000 in Fenco.

The New Parent Company Term Loans require quanpeigipal payments of $250,000 beginning on Ocatdhe012 through July 1, 2013,
and quarterly principal payments of $1,000,000 ieigig on October 1, 2013. The New Parent Compamn&aenature on January 17, 2017.

In May 2012, the Company entered into a second dment to the New Parent Company Financing Agreeifteat'Second Amendment”)
and borrowed an additional $10,000,000, for an eggpe of $85,000,000 (the “Amended New Parent Cospnpparm Loans”) in term loans.
The Second Amendment, among other things, modifiednterest rates per annum applicable to the Al@éMNew Parent Company Term
Loans. The Amended New Parent Company Term Loalhgedr interest at rates equal to, at the Compaaption, either LIBOR plus 8.5%

a base rate plus 7.5%. The Amended New Parent Goniarm Loans require quarterly principal paymeaft$250,000 beginning on October
1, 2012 and increase to $600,000 per quarter oit 2013 and to $1,350,000 on October 1, 2018 thre final maturity date. Among other
things, the Second Amendment provides for certaiaraded financial covenants, and requires that tmeg@ny maintain cash and cash
equivalents of up to $10,000,000 in the aggregatitits obligations with respect to a significanupplier have ceased.

In connection with the Second Amendment, the Comadso issued a warrant (the “Warrant”) to CerbéBusiness Finance, LLC. Pursuant tc
the Warrant, Cerberus Business Finance, LLC, maghase up to 100,000 shares of the Company’s constoek for an initial exercise price
of $17.00 per share for a period of five yearse €Rercise price is subject to adjustments, amémgy things, for sales of common stock by
Company at a price below the exercise price. Thevédue of the Warrant at the date of grant wasreded to be approximately $607,000
using the Monte Carlo simulation model. This amawifitbe recorded as a warrant liability and anpsequent changes in fair value of this
Warrant will be recorded in current period earniags general and administrative expense. Theamipassumptions were used to calculate
the fair value of the warrants: dividend yield 8b0expected volatility of 56.29%; risk-free intereste of 0.77%; subsequent financing
probability of 75%; and an expected life of 5 years
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In August 2012, the Company entered into a thirérmament and waiver to the New Parent Company Fingrgreement (the “Third
Amendment”) which, among other things, (i) perndtthe Company to enter into the strategic coopmmagreement described below, (ii) to
make additional investments in Fenco in an aggeegatount not to exceed $20,000,000 at any timegangdsg, (iii) added additional reporti
requirements regarding financial reports and maitedtices under the strategic cooperation agreedestribed below, (iv) waived certain
defaults arising as a result of the Company’s faitlw comply with certain reporting requirementsluteptember 17, 2012, and (v) removed
the Second Amendment requirement that the Compaiytain cash and cash equivalents of up to $100000,/n September 2012, the
Company obtained an additional waiver to furthéeed the due date for reporting requirements t@ket1, 2012.

Fenco Credit Agreeme

In August 2012, Fenco entered into a second amemdiméhe Fenco credit agreement (the “Fenco Seéonenhdment”) with the Fenco
lenders which, among other things, (i) extendedhiaéurity date to October 6, 2014, (ii) amendedniaimum amount of the revolving
facility to (y) $55,000,000 for the period up todaincluding December 31, 2012 and (z) $50,000,@0@He period on or after January 1, 2013
through October 6, 2014, (iii) replaced the repaynsehedule and the amounts for the term loandoire quarterly principal payments of
$500,000 beginning on June 30, 2013 and incredsifi@,000,000 per quarter beginning December 313 20rough September 30, 2014, and
the remaining unpaid principal amount is due orfithed maturity date, (iv) waived certain defaudissing as a result of Fenco’s failure to
comply with certain financial covenants and repaytiequirements until September 17, 2012, (v) medifor certain mandatory prepayments
of the term loan, and (vi) revised certain finahc@enants regarding minimum EBITDA, minimum fixebarge coverage, unused borrowing
availability under the Fenco revolving credit fégil and maximum capital expenditures. In Septen2®dr2, the Company obtained an
additional waiver to further extend the due datesfdomitting audited financial statements to Octdhe2012.

Strategic Cooperation Agreement

In August 2012, the Company entered into a revgldredit agreement (the “Agreement”) with Wanxiagkgerica Corporation (the
“Supplier”) and Fenco. Under the terms of the Agmeat, the Supplier agreed to provide a revolvirgglitiine for purchases of automotive
parts and components by Fenco in an aggregategalramount not to exceed $22,000,000 (the “FenealiCLine”), of which $2,000,000 wi
only be available for accrued interest and othevwarts payable (the “Obligations”). Payment forpaltchases will be due and payable 120
days after the date of the bill of lading. Any amtsuremaining unpaid following the due date wilabenterest at a rate of 1% per month. The
Fenco Credit Line will mature on July 31, 2017. Argather things, the Agreement requires that Feme@n annual basis, purchase at least
approximately $33,000,000 of new automotive pants @mponents. After July 1, 2014, the Supplierthagight to settle up to $8,000,000
(the “Receivable Sale Option”) of the Company’sstamding Obligations in exchange, at the Compaagt®n, for (i) shares of the Company’
common stock valued at $7.75 per share, subjemrtain adjustments, or (ii) cash in an amount erua35% of the amount of the outstanc
Obligations sold to the Company. The Obligationdarthe Agreement are guaranteed by the Compangextain of its subsidiaries.

In connection with this Agreement, the Company &saed a warrant (the “Supplier Warrartti)the Supplier to purchase up to 516,129 st
of the Companys common stock for an initial exercise price of/per share exercisable at any time after twosylgam August 22, 2012 a
on or prior to September 30, 2017. The exercisgeps subject to adjustments, among other thingssdles of common stock by the Company
at a price below the exercise price. Any outstamdibligations settled by the Supplier will redube Fenco Credit Line. The Company is
obligated to issue no more than an aggregate 821268 shares of its common stock in connectioh thi¢ Receivable Sale Option and
Supplier Warrant. The Obligations under this Agreatrare subordinated to the Company'’s obligationeuthe new parent company
financing agreement. The preliminary fair valudgta warrants at the date of grant was estimatéé @pproximately $1,018,000 using the
Monte Carlo simulation model. This amount will lezorded as a warrant liability and any subsequesut@es in fair value of this Warrant will
be recorded in current period earnings as a geapthhdministrative expense. The following assuomgtivere used to calculate the
preliminary fair value of the warrants: divideneg of 0%; expected volatility of 56.28%; risk-frederest rate of 0.71%; no likelihood of
subsequent financing; and an expected life of §ekiks.
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25. Unaudited Quarterly Financial Data

The following table summarizes selected quarténgrfcial data for the fiscal year ended March R, 22including the Fenco operations from
the date of acquisition on May 6, 2011. The fispsrters ended June 30, 2011, September 30, 20d December 31, 2011 were adjusted

during the fourth fiscal quarter ended March 311, 26r the retrospective impact of the adjustmémthe opening valuation estimates (see
Note 23).

First Second Third
Quarter Quarter Quarter Fourth
As Adjusted  As Adjusted  As Adjusted Quarter

Net sales $ 70,510,00 $107,616,00 $ 84,097,00 $101,464,00
Cost of goods sold 63,477,00 92,637,00 85,678,00 94,188,00
Gross profit (loss 7,033,001 14,979,00 (1,581,00i) 7,276,001
Operating expense
General and administrati 8,309,001 11,309,00 10,155,00 9,108,001
Sales and marketir 2,453,001 3,197,001 3,369,001 3,785,00!
Research and developme 416,00( 401,00( 453,00( 495,00(
Impairment of plant and equipme - - 1,031,001 -
Acquisition costs 404,00( 309,00( - -
Total operating expenses 11,582,00 15,216,00 15,008,00 13,388,00
Operating los! (4,549,00) (237,000 (16,589,00) (6,112,00)
Other expense
Interest expense 1,914,00! 3,389,00! 3,262,00! 5,690,00!
Loss before income tax exper (6,463,00) (3,626,00i) (19,851,00) (11,802,00)
Income tax expense 1,842,00! 1,813,00! 1,976,00! 1,141,001
Net loss $ (8,305,000 $ (5,439,000 $ (21,827,00) $ (12,943,00)
Basic net loss per share $ (0.6¢) $ (0.44) $ (1.74) $ (1.09)
Diluted net loss per share $ (0.68) $ 0.49 $ 1.7 $ (1.0%)
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The following table summarizes selected quarterigricial data as previously reported for the fisparters ended June 30, 2011, September

30, 2011 and December 31, 2011 including the Fepesations from the date of acquisition on May @, 2

Net sales
Cost of goods sold
Gross profit (loss
Operating expense
General and administrati
Sales and marketir
Research and developmt
Impairment of plant and equipme
Acquisition costs
Total operating expenses
Operating los!
Other expense
Interest expense
Loss before income tax exper
Income tax expense

Net loss
Basic net loss per share
Diluted net loss per share

First Second Third
Quarter Quarter Quarter
As As As
Previously Previously Previously
Reported Reported Reported
$ 70,510,000 $107,616,00 $ 84,097,00
61,182,00 92,344,00 86,455,00

9,328,001 15,272,00 (2,358,00)
8,606,001 11,771,00 10,589,00
2,453,001 3,197,001 3,369,00!
416,00( 401,00( 453,00(

- - 1,031,00!

404,00( 309,00( -
11,879,00 15,678,00 15,442,00
(2,551,00i) (406,000 (17,800,00)
1,914,001 3,389,001 3,262,00!
(4,465,001 (3,795,001 (21,062,00)
1,842,001 1,796,001 1,987,00!

$ (6,307,000 $ (5,591,00) $ (23,049,00)
$ (0.50) $ (0.45) $ (1.89)
$ (0.57) $ (0.45) $ (1.84)
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The following summarizes selected quarterly finahdata for the fiscal year ended March 31, 2011:

First Second Third Fourth
Quarter Quarter Quarter Quarter
Net sales $ 36,234,000 $ 40,977,00 $ 41,288,00 $ 42,786,00
Cost of goods sold 24,689,00 28,295,00 28,115,00 28,804,00
Gross profit 11,545,00 12,682,00 13,173,00 13,982,00
Operating expense
General and administrati 4,024,00! 3,571,001 4,384,00! 5,054,00!
Sales and marketir 1,740,001 1,201,001 1,798,001 1,798,001
Research and developme 366,00( 396,00 391,00 396,00t
Acquisition costs - - - 879,00(
Total operating expenses 6,130,00! 5,168,001 6,573,00! 8,127,00i
Operating incom: 5,415,001 7,514,001 6,600,001 5,855,00!
Other expense
Interest expense, net 1,602,00! 1,701,00! 997,00( 1,055,001
Income before income tax exper 3,813,001 5,813,001 5,603,001 4,800,001
Income tax expense 1,293,00! 2,312,001 1,842,00! 2,362,00!
Net income $ 2,520,000 $ 3,501,000 $ 3,761,000 $ 2,438,00
Basic net income per share $ 021 $ 0.2¢ $ 031 $ 0.2(
Diluted net income per share $ 021 $ 0.2¢ $ 0.3C $ 0.1¢

Quarterly and year-to-date computations of peresharounts are made independently. Therefore, theo§per share amounts for the quarters
may not agree with per share amounts for the y@awns elsewhere in the Annual Report on Form 10-K.
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Schedule Il— Valuation and Qualifying Accounts

Accounts Receivable— Allowance for doubtful accounts

Charge to
Balance at (recovery of) Balance at
Years Ended beginning of bad debts Amounts end of
March 31, Description period expense written off period
2012 Allowance for doubtful accounts ( $ 1,049,000 $ (16,000 $ 65,000 $ 968,00(
2011 Allowance for doubtful accoun $ 1,141,000 $ (38,000 $ 77,000 $ 1,026,001
2010 Allowance for doubtful accoun $ 243,000 $ 898,000 $ - $ 1,141,00!

1) Includes $23,000 of allowance for doubtftt@unts established in the opening balance shesnnection with the ComparsyMay 6
2011 acquisition

Accounts Receivable— Allowance for customer-payment discrepancies

Balance at Charge to Balance at
Years Ended beginning of  discrepancies Amounts end of
March 31, Description period expense Processed period
2012 Allowance for customepayment discrepanci $ 648,00( $ 270,000 $ 638,00( $ 280,00(
2011 Allowance for custome«payment discrepanci $ 553,000 $ 850,00( $ 755,000 $ 648,00(
2010 Allowance for customepayment discrepanci $ 681,000 $ 182,000 $ 310,00( $ 553,00(

Inventory — Allowance for excess and obsolete inventory

Provision for

Balance at excess and Balance at
Years Ended beginning of obsolete Amounts end of
March 31, Description period inventory written off period
2012 Allowance for excess and obsolete inventon $  14,736,00 $ 3,012,000 $ 6,440,000 $ 11,308,00
2011 Allowance for excess and obsolete inveni  $ 2,480,000 $ 1,804,000 $ 1,685,000 $ 2,599,00!
2010 Allowance for excess and obsolete inveni  $ 2,181,000 $ 878,000 $ 579,000 $ 2,480,00!

1) Includes $12,137,000 of allowance for ex@@ss obsolete inventory established in the opebalgnce sheet in connection with the
Compan’s May 6, 2011 acquisitiol
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Exhibit 21.1
List of Subsidiaries
MVR Products Pte. Limited, a company organized utigde laws of Singapore
Unijoh Sdn. Bhd., a company organized under the lafAMalaysia
Motorcar Parts de Mexico, S.A. de C.V., a compamyanized under the laws of Mexico
Motorcar Parts of Canada, Inc., a company organineir the laws of Canada
Central Auto Parts Co., Ltd, a company organizedeumhe laws of China
Fenwick Automotive Products Limited, a company migad under the laws of Canada
Introcan, Inc., a company organized under the lai3elaware

Fapco S.A. de C.V., a company organized underave bf Mexico




Exhibit 23.0
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements (Form S-8 No.’s 333-1148839-103313, and 333-144883)
pertaining to the Long Term Incentive Plan, 199c&tOption Plan, and 2004 Non-Employee Directock®ption Plan, respectively, of
Motorcar Parts of America, Inc. of our reports deSeptember 28, 2012, with respect to the condelidfinancial statements and schedule of
Motorcar Parts of America, Inc. and the effectivenef internal control over financial reportingMbtorcar Parts of America, Inc. included in
this Annual Report (Form 10-K) for the year endedrth 31, 2012.

/sl Ernst & Young LLF
Los Angeles, C#

September 28, 201




Exhibit 31.1
CERTIFICATIONS
I, Selwyn Joffe, certify that:
1. | have reviewed this report on Form 10-K of Metr Parts of America, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b. Designed such internal control over financiglorting, or caused, such internal control overritial reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting atiie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such evaluation; and

d. Disclosed in this report any change in the tegig's internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) iflas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrand’ Board of Directors (or persons performing theiwaant functions)

a. All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: September 28, 2012 /sl Selwyn Joffe

Selwyn Joffe
Chief Executive Office




Exhibit 31.2
CERTIFICATIONS
I, David Lee, certify that:
1. | have reviewed this report on Form 10-K of Metr Parts of America, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b. Designed such internal control over financiglorting, or caused, such internal control overritial reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting atiie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based upon such evaluation;
and

d. Disclosed in this report any change in the tegig's internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) llas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer(s) alndave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theittemmmittee of registrarg’Board of Directors (or persons performing thehesant functions)

a. All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a signifrole in the registrant’s
internal control over financial reporting.

Date: September 28, 2012 /s/ David Lee

David Lee
Chief Financial Office




Exhibit 31.3
CERTIFICATIONS
I, Kevin Daly, certify that:
1. | have reviewed this report on Form 10-K of Metr Parts of America, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

b. Designed such internal control over financiglorting, or caused, such internal control overritial reporting to be designed under
our supervision, to provide reasonable assurargading the reliability of financial reporting atiie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based upon such evaluation;
and

d. Disclosed in this report any change in the tegig's internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) llas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer(s) alndave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theittemmmittee of registrarg’Board of Directors (or persons performing thehesant functions)

a. All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invaveanagement or other employees who have a signifrole in the registrant’s
internal control over financial reporting.

Date: September 28, 2012 /s/ Kevin Daly

Kevin Daly
Chief Accounting Office




EXHIBIT 32.1

CERTIFICATE OF CHIEF EXECUTIVE OFFICER, CHIEF FINAN CIAL OFFICER AND CHIEF
ACCOUNTING OFFICER PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Motorcart8af America, Inc. (the “Company”) on Form 10-& the year ended March 31,
2012 as filed with the Securities and Exchange Csion on the date hereof (the “Annual Report"sélwyn Joffe, Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. ect350, as adopted pursuant to Section 906 od#rbanes-Oxley Act of 2002, to my
knowledge, that:

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

2. The information contained in the Annual Repaitly presents, in all material respects, the faalhcondition and results of operations
of the Company.

/s/ Selwyn Joffe
Selwyn Joffe

Chief Executive Office
September 28, 201

In connection with the Annual Report of Motorcart8af America, Inc. (the “Company”) on Form 10-& the year ended March 31,
2012 as filed with the Securities and Exchange Csion on the date hereof (the “Annual Report"Ravid Lee, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®®d0, as adopted pursuant to Section 906 of tHea8as-Oxley Act of 2002, to my
knowledge, that:

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

2. The information contained in the Annual Repaitly presents, in all material respects, the faalhcondition and results of operations
of the Company.

/s/ David Lee

David Lee

Chief Financial Office
September 28, 201

In connection with the Annual Report of Motorcart8af America, Inc. (the “Company”) on Form 10-& the year ended March 31,
2012 as filed with the Securities and Exchange C@sion on the date hereof (the “Annual Report”Kéyin Daly, Chief Accounting Officer
of the Company, certify, pursuant to 18 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 requirents of Section 13(a) or 15(d) of the Securkeshange Act of 1934; and

2. The information contained in the Annual Repaitly presents, in all material respects, the faalhcondition and results of operations
of the Company.

/sl Kevin Daly

Kevin Daly

Chief Accounting Office
September 28, 201

The foregoing certifications are being furnishedh® Securities and Exchange Commission as palnecdiccompanying report on Form
10-K. A signed original of each of these stateméasbeen provided to Motorcar Parts of America, &md will be retained by Motorcar Parts
of America, Inc. and furnished to the Securitied Bmchange Commission or its staff upon request.




