EDGAROnline

O REILLY AUTOMOTIVE INC

FORM 10-Q

(Quarterly Report)

Filed 05/09/11 for the Period Ending 03/31/11

Address 233 S PATTERSON AVE
SPRINGFIELD, MO 65802
Telephone 417-829-5878
CIK 0000898173
Symbol ORLY
SIC Code 5531 - Auto and Home Supply Stores
Industry  Retail (Specialty)
Sector  Services
Fiscal Year 12/31
powered 8y EDD(GA ROnline

http://www.edgar-online.com
© Copyright 2011, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.



http://www.edgar-online.com

Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

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

For the quarterly period ended March 31, 2011

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number 000-21318

O'REILLY AUTOMOTIVE, INC.

(Exact name of registrant as specified in its chaetr)

Missouri 27-4358837
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

233 South Patterson
Springfield, Missouri 65802

(Address of principal executive offices, Zip code)

(417) 862-6708

(Registrant’s telephone number, including area code

Not applicable

(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastie@s. Yes No [

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥&tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T during the precediBgribnths (or for such shorter period
that the registrant was required to submit and posh files). Yes[x] No O

Indicate by a check mark whether the registraatlarge accelerated filer, an accelerated filewmaccelerated filer or a smaller reporting
company. See definition of “large accelerated fjlegiccelerated filer” and “smaller reporting conmgd in Rule 12b-2 of the Exchange Act.

Large Accelerated File Accelerated File O

Non-Accelerated File O Smaller Reporting Compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[O No

Indicate the number of shares outstanding of e&tiiiedssuer’s classes of common stock as of ttestigracticable date: Common stock,
$0.01 par value — 137,870,262 shares outstandiof sy 2, 2011.
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PART | FINANCIAL INFORMATION
Iltem 1. Financial Statements

O’'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

Assets

Current asset:
Cash and cash equivalel
Accounts receivable, n
Amounts receivable from vendc
Inventory
Deferred income taxe
Other current asse

Total current asse

Property and equipment, at ci
Less: accumulated depreciation and amortize

Net property and equipme

Notes receivable, less current port
Goodwill

Other assets, n

Total asset

Liabilities and shareholders’ equity
Current liabilities:

Accounts payabl

Self-insurance reserve

Accrued payrol

Accrued benefits and withholdini

Income taxes payab

Other current liabilitie:

Current portion of lon-term debt

Total current liabilities

Long-term debt, less current portir
Deferred income taxe
Other liabilities

Shareholder equity:
Common stock, $0.01 par valt
Authorized share—245,000,00(

Issued and outstanding shares — 138,741,655 asaih\81, 2011, and 141,025,544

of December 31, 201
Additional paic-in capital
Retained earning
Accumulated other comprehensive |
Total shareholde’ equity
Total liabilities and sharehold¢ equity

(In thousands, except share data)

March 31, 201:
(Unaudited)

$ 230,04
128,22
68,64
2,001,31-
10,01¢
29,16¢
2,467,41

2,785,083
812,61
1,972,42

16,37¢
743,89
47,98

$ 5,248,08

$ 977,62
53,85;
45,35;
37,50:
30,87(

171,56«
1,20¢
1,317,97.

497,64:
63,08:
181,53t

1,38
1,138,24
2,048,21.
3,187,85I

$ 5,248,08

December 31, 20:
(Note)

$ 29,72:
121,80
61,84¢
2,023,48
33,87:

30,51«
2,301,25:

2,705,43.
775,33¢
1,930,09

18,041
743,97
54,45¢

$ 5,047,82

$ 895,73t
51,19:

52,72¢

45,54

4,82

177,50:!

1,431
1,228,95

357,27
68,73¢
183,17

1,41(
1,141,74
2,069,49i

(2,970
3,209,68!
$ 5,047,82

Note: The balance sheet at December 31, 2010,dwmsderived from the audited consolidated finarst@ements at that date, but does
include all of the information and footnotes regdiby accounting principles generally acceptedhénUnited States for complete financial

statements.

See accompanying Notes to condensed consolidataacial statements.
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Sales

O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)
(In thousands, except per share data)

Cost of goods sold, including warehouse and distioin expense

Gross profit

Selling, general and administrative exper

Operating incom:

Other income (expense

Write-off of asse-based revolving credit facility debt issuance ¢
Termination of interest rate swap agreem

Interest expens
Interest incomt

Other, ne

Total other expens
Income before income tax

Provision for income taxe

Net income

Earnings per shal-basic:

Earnings per shal

Weightec-average common shares outstan basic

Earnings per shar-assuming dilution

Earnings per shal

Weighte-average common shares outstan— assuming dilutior

See accompanying Notes to condensed consolidataacial statements.
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Three Months Ended

March 31,
2011 2010

$1,382,73! $1,280,06
712,95 661,72(
669,78 618,34
473,34« 449,90:.
196,43 168,44!

(21,626 -

(4,237) —
(5,237 (10,879
54z 39¢€
29t 514
(30,269 (9,969)
166,17- 158,47t
63,70( 61,00(
$ 102,47: 97,47¢
$ 0.7% 0.71
140,57¢ 137,58.
$ 0.72 0.7(¢
142 ,86¢ 139,61:
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O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Operating activities:
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortization on property and emeipt
Amortization of intangible:
Amortization of premium on exchangeable nc
Amortization of discount on senior not
Amortization of debt issuance co:
Write-off of asse-based revolving credit facility debt issuance ¢
Excess tax benefit from stock options exerci
Deferred income taxe
Stock option compensation progra
Other share based compensation progt
Other
Changes in operating assets and liabilii
Accounts receivabl
Inventory
Accounts payabl
Income taxes payab
Other

Net cash provided by operating activit

Investing activities:

Purchases of property and equipm
Proceeds from sale of property and equipn
Payments received on notes receivi

Other

Net cash used in investing activiti

Financing activities:
Proceeds from borrowings on a-based revolving credit facilit
Payments on as«-based revolving credit facilit
Proceeds from the issuance of I-term debt
Payment of debt issuance cc
Principal payments on capital lea:
Repurchases of common stc
Excess tax benefit from stock options exerci
Net proceeds from issuance of common s

Net cash used in financing activiti
Net increase in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

Supplemental disclosures of cash flow information
Income taxes pai
Interest paid, net of capitalized inter

See accompanying Notes to condensed consolidataacial statements.
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Three Months Ended

March 31,
2011 2010

$ 102,47 $ 97,47¢
38,93¢ 38,26:
(143 1,677
— (185)

74 —
26E 2,13

21,62¢ —
(2,149 (1,775
16,33: 18,28
4,44¢ 3,65(
691 464
3,05¢ 1,55¢
(9,509) (17,429
22,17¢ 10,11(
81,90° (23,509)
28,19: 28,76
(14,264 11,15
294,11: 170,64t
(94,409 (90,725
252 382
1,67¢ 1,272
227 (1,186)
(92,246 (90,25
42,40( 122,70(
(398,40() (208,30()

496,48 —

(7,385) —
(409) (2,465)

(145,06.) —
2,14¢ 1,77¢
8,68t 8,83¢
(1,540 (77,452
200,32° 2,93
29,72! 26,93t
$230,04¢ $ 29,87
$ 17,68 $ 13,17:
1,631 7,27¢
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O’'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Unaudited)
March 31, 2011

NOTE 1 — BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements of O’Reilly Automotive, Inc.daits subsidiaries (the “Compangt
“O’Reilly”) have been prepared in accordance withitdd States generally accepted accounting priesiiGAAP”) for interim financial
information and the instructions to Form 10-Q anticde 10 of Regulation S-X. Accordingly, they dotrinclude all of the information and
footnotes required by U.S. GAAP for complete finahstatements. In the opinion of management,diistments (consisting of normal
recurring accruals) considered necessary for fasentation have been included. Operating refrlthe three months ended March 31,
2011, are not necessarily indicative of the redhitis may be expected for the year ended Decenih@03.1. Certain prior period amounts
have been reclassified to conform to current pepi@$entation. These reclassifications had no efieceported totals for assets, liabilities,
shareholders’ equity, cash flows or net income.figher information, refer to the consolidatedafiicial statements and footnotes thereto
included in the Company’s Annual Report on FornmKLfdr the year ended December 31, 2010.

NOTE 2 — GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill is reviewed annually on November 30 fopairment, or more frequently if events or changesusiness conditions indicate that
impairment may exist. Goodwill is not amortizabbe financial statement purposes. During the threatirs ended March 31, 2011, the
Company recorded a decrease in goodwill of appratefy $0.1 million, primarily due to the provisiéor income taxes relating to exercises
of stock options acquired in the July of 2008 CS#tACorporation (“CSK") acquisition and adjustmetutpurchase price allocations related
to small acquisitions. The Company did not recarg goodwill impairment during the three months ehtitarch 31, 2011. For the three
months ended March 31, 2011 and 2010, the Compenoyded amortization expense of $1.5 million an® $&illion, respectively, related to
amortizable intangible assets, which are inclugetDither assets, net” on the accompanying Conde@Gsedolidated Balance Sheets. The
components of the Company’s amortizable and unanabfe intangible assets are described in the taddtewn, as of March 31, 2011, and
December 31, 2010 (in thousands):

Cost Accumulated Amortization
December 3: December 3:
March 31, March 31,
2011 2010 2011 2010
Amortizable intangible assel
Favorable lease $ 52,01( $ 52,01( $ 19,82 $ 18,32¢
Other 60¢ 57¢ 33¢ 30¢
Total amortizable intangible ass: $ 52,61¢ $ 52,58¢ $ 20,168 $ 18,63¢
Unamortizable intangible asse
Goodwill $743,89! $ 743,97!
Total unamortizable intangible ass $743,89! $ 743,97!

The favorable lease assets, included in the tddaeeg were recorded in conjunction with the acdioisiof CSK and represent the values of
operating leases acquired with favorable termss@&li@avorable leases had an estimated weightedeggvesanaining useful life of
approximately 10.3 years as of March 31, 2011 diiteon, the Company has recorded a liability fue talues of operating leases with
unfavorable terms, acquired in the acquisition 8KCtotaling approximately $49.6 million at March,2011, and December 31, 2010. These
unfavorable leases had an estimated weighted-aveeagaining useful life of approximately 6.1 yeassof March 31, 2011. During the three
months ended March 31, 2011 and 2010, the Companognized an amortized benefit of $1.7 million &2 million, respectively, related

to these unfavorable operating leases. The cargfimgunt, net of accumulated amortization, of thedavorable lease liabilities was $27.8
million and $29.5 million as of March 31, 2011, dddcember 31, 2010, respectively, and is include®iher liabilities” on the

accompanying Condensed Consolidated Balance SAdetdiabilities related to these unfavorable Isa® not included as a component of
the Company'’s closed store reserves, which areisksel in Note 4.
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NOTE 3 — LONG-TERM DEBT

The amounts included in “Long-term debt, less atrportion” and “Current portion of long-term delath the accompanying Condensed
Consolidated Balance Sheets are described in e balow as of March 31, 2011, and December 310 Zih thousands):

December 31

March 31,
2011 2010
Capital lease $ 2,29 $ 2,70¢
4.875% Senior Note®) 496,55¢ —
Unsecured revolving credit facilii — —
Tranche A revolving credit facilit — 356,00
Total debt and capital lease obligatic 498,84¢ 358,70
Current portion of lon-term debt 1,20¢ 1,431
Long-term debt, less current porti $497,64. $ 357,27:

@ Net of original issuance discount of $3.4 milli

Asse-based revolving credit facility:

In July of 2008, the Company entered into a cragitement for a five-year asset-based revolvingitciacility (the “ABL Credit Facility”),
which was scheduled to mature in July of 2013. At&@mber 31, 2010, the Company had outstandingwiorgs of $356.0 million under the
ABL Credit Facility, of which $106.0 million wereohcovered under an interest rate swap agreemérdgustanding borrowings under the
ABL Credit Facility were repaid, and all relateddrest rate swap transaction agreements termioatddnuary 14, 2011, and the ABL Credit
Facility was retired concurrent with the issuantthe Company’s 4.875% Senior Notes due 2021, @dudescribed below. In conjunction
with the retirement of the Company’s ABL Credit Hi&g, the Company recognized a one-time adjustnfient non-cash charge to write off
the balance of debt issuance costs related to Bie@Gredit Facility in the amount of $21.6 milliomd a one-time charge related to the
termination of the Company’s interest rate swagegrents in the amount of $4.2 million, which auded in “Other income (expense)” on
the accompanying Condensed Consolidated Staterokimtsome for the quarter ended March 31, 2011.

4.875% Senior Notes due 2021:

On January 14, 2011, the Company issued $500 milggregate principal amount of unsecured 4.875808Blotes due 2021 (“4.875%
Senior Notes”) in the public market, of which certaf the Company’s subsidiaries are the guarar{t@sbsidiary Guarantors”), and United
Missouri Bank, N.A. (“UMB?") is trustee. The 4.875%enior Notes were issued at 99.297% of their fadeevof $500 million, and mature on
January 14, 2021. Interest on the 4.875% Senioed\Natcrues at a rate of 4.875% per annum and &feagn January 14 and July 14 of each
year beginning on July 14, 2011. Interest is comgwin the basis of a 3-day year.

The Company'’s credit ratings on its 4.875% SenioteN, as of March 31, 2011, are identified below:

Rating Agency 4.875% Senior Note Qutlook
Moody's Investor Service Baa: Stable
Standard & Poc's Rating Service BBB- Stable

The proceeds from the 4.875% Senior Notes’ issuamee used to repay all of the Company’s outstambirrowings under its ABL Credit
Facility and to pay fees and expenses relatedetoffiering of the 4.875% Senior Notes, and coste@ated with terminating the Company’s
existing interest rate swap agreements, with theaheder used for general corporate purposes.

Prior to October 14, 2020, the 4.875% Senior Natesedeemable in whole, at any time, or in pastpftime to time, at the Company’s
option upon not less than 30 nor more than 60 daytice at a redemption price, plus any accrueduspaid interest to, but not including, 1
redemption date, equal to the greater of:

e 100% of the principal amount thereof;

» the sum of the present values of the remainingdsdbd payments of principal and interest theresoalinted to the redemption
date on a semiannual basis (assuming a 360-daygaaisting of twelve 30-day months) at the applied reasury Yield (as
defined in the indenture governing the 4.875% SeNites) plus 25 basis poin

On or after October 14, 2020, the 4.875% Senioeblate redeemable in whole, at any time, or in frar time to time, at the Company’s
option upon not less than 30 nor more than 60 daytice at a redemption price equal to 100% ofpttiecipal amount thereof plus accrued
and unpaid interest to, but not including, the regéon date. In addition, if at any time the Compandergoes

7
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a Change of Control Triggering Event (as definethamindenture governing the 4.875% Senior Noteslflers of the 4.875% Senior Notes
may require the Company to repurchase all or dquodf their 4.875% Senior Notes at a price eqodlG1% of the principal amount of the
4.875% Senior Notes being repurchased, plus acemédinpaid interest, if any, to but not includthg repurchase date. The principal
amount of the 4.875% Senior Notes as of March 8112was $500 million and the net carrying amourhe 4.875% Senior Notes was
$496.6 million. As of March 31, 2011, the unamatizliscount on the 4.875% Senior Notes was $3 omil

The 4.875% Senior Notes are guaranteed by certaiedCompany’s subsidiaries on a senior unsedoasts. The guarantees are full and
unconditional and joint and several. Each of thbs&liary Guarantors is wholly-owned, directly odiirectly, by the Company and the
Company has no independent assets or operatioasthtin those of its subsidiaries. The only diogdhdirect subsidiaries of the Company
that are not Subsidiary Guarantors are minor sidrgd. Neither the Company, nor any of its SulssidiGuarantors, has any material or
significant restrictions on the Company’s abilibydbtain funds from its subsidiaries by dividendaam or to transfer assets from such
subsidiaries, except as provided by applicable Tve 4.875% Senior Notes are subject to certaitomery, positive and negative covenants,
with which the Company complied as of March 31,201

Unsecured revolving credit facility:

On January 14, 2011, the Company entered into acneghit agreement for a five-year $750 million unged revolving credit facility (the
“Revolver”) arranged by Bank of America, N.A. (“BA&and Barclays Capital, which matures in JanuarQdf6. The Revolver includes a
$200 million sub-limit for the issuance of lett@fscredit and a $75 million sub-limit for swing &rborrowings. As described in the credit
agreement, the Company may, from time to time giase the facility to a maximum of $950 million.

Borrowings under the Revolver (other than swing limans) bear interest, at the Company’s optioaithér the Base Rate or Eurodollar Rate
(both as defined in the agreement) plus a margihuaries from 1.325% to 2.50% in the case of ld@®ing interest at the Eurodollar Rate
and 0.325% to 1.50% in the case of loans bearitegest at the Base Rate, in each case based upbettier of the ratings assigned to the
Company’s debt by Moody’s Investor Service, Iné1¢bdy’s”) and Standard & Poor’s Rating Services&FS8). Swing line loans made
under the Revolver bear interest at the Base Rasetlpe applicable margin described above. In amdithe Company pays a facility fee on
the aggregate amount of the commitments in an abemual to a percentage of such commitments, vgriyom 0.175% to 0.50% based
upon the better of the ratings assigned to the Goryip debt by Moody’s and S&P. As of March 31, 20the Company had no outstanding
borrowings under the Revolver.

The Revolver contains certain debt covenants, winickude limitations on total outstanding borrowsng@ minimum fixed charge coverage
ratio of 2.0 times from the closing through Decenik 2012; 2.25 times through December 31, 20Bltithes through maturity; and a
maximum adjusted consolidated leverage ratio oti&8s through maturity. The consolidated levenag® includes a calculation of adjusted
earnings before interest, taxes, depreciation, tration, rent and stock option compensation expéosdjusted debt. Adjusted debt inclu
outstanding debt, outstanding stand-by lettergedit, six-times rent expense and excludes any jpiraror discount recorded in conjunction
with the issuance of long-term debt. In the evhat the Company should default on any covenantgued within the Revolver, certain
actions may be taken, including, but not limitedpossible termination of credit extensions, immaéslpayment of outstanding principal
amount plus accrued interest and litigation fromdkrs. As of March 31, 2011, the Company remainezbmpliance with all covenants
related to the borrowing arrangements.

NOTE 4 — EXIT ACTIVITIES

The Company maintains reserves for closed stord®tner properties that are no longer utilizedurrent operations as well as reserves for
employee separation liabilities. Employee sepandtabilities represent costs for anticipated pagtagincluding payments required under
various pre-existing employment arrangements witiuaed CSK employees, which existed at the tim#hefacquisition, relating to the
planned involuntary termination of employees pearfimig overlapping or duplicative functions. The Canp is expected to conclude the
restructuring activities related to these emplogegaration liabilities in the second quarter of 201

The Company accrues for closed property operagiagd liabilities using a credit-adjusted discoate to calculate the present value of the
remaining non-cancelable lease payments, contiamtgeapancy costs and lease termination fees thigeclosing date, net of estimated
sublease income. The closed property lease ligsilitre expected to be paid over the remaining lesass, which currently extend through
April 30, 2023. The Company estimates subleaseniecand future cash flows based on the Company'sreqre and knowledge of the
market in which the closed property is located,Gloenpany’s previous efforts to dispose of similssets and existing economic conditions.
Adjustments to closed property reserves are madeflact changes in estimated sublease incometoalamontracted exit costs, which vary
from original estimates. Adjustments are made fatarial changes in estimates in the period in whiehchanges become known.
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The following table identifies the closure reserf@sstores, administrative office and distributi@gilities, and reserves for employee
separation costs at March 31, 2011, and Decemh&03D (in thousands):

Administrative Office and Employee
Store Closure Separatior
Distribution Facilities
Liabilities Closure Liabilities Liabilities
Balance at December 31, 20: $ 13,97: $ 5,60¢ $ 1,15¢
Additions and accretio 181 89 —
Payment: (1,31¢) (6949) (807)
Revisions to estimate 35 49 —
Balance at March 31, 201 $ 12,87 $ 5,052 $ 35t

The revisions to estimates in closure reservestfres and administrative office and distributianilities included changes in the estimates of
sublease agreements, changes in assumptions ofigatore and office closure activities, and changassumed leasing arrangements since
the acquisition of CSK. The cumulative amount imedrin closure reserves for stores from the inoeptif the exit activity through March 31,
2011, was $23.7 million. The cumulative amount immed in administrative office and distribution fltiés from the inception of the exit
activity through March 31, 2011, was $9.5 millidrhe balance of both these reserves is include®thér current liabilities” and “Other
liabilities” on the accompanying Condensed Consdéd Balance Sheets based upon the dates whesstireas are expected to be settled.
The cumulative amount incurred in employee sepamdiabilities from the inception of the exit adtivthrough March 31, 2011, was $30.2
million, the balance of which is included in “Aced payroll” on the accompanying Condensed CongeliiBalance Sheets.

NOTE 5 — DERIVATIVE INSTRUMENTS AND HEDGING ACTIVIT IES
Interest rate risk manageme:

As discussed in Note 3, the Company entered infows interest rate swap transaction agreementswaiious counterparties to mitigate
cash flow risk associated with floating interedesaon outstanding borrowings under its ABL Cré&gitility. The swap transactions were
designated as cash flow hedges with interest patgEsigned to offset the interest payments fordwdangs under the ABL Credit Facility
that corresponded with the notional amounts ofthaps. The fair values of the Company’s outstandedges were recorded as a liability in
the accompanying Condensed Consolidated BalancstsSaeDecember 31, 2010. The effective portiothefchange in fair value of the
Company'’s cash flow hedges was recorded as a canpoh“Accumulated other comprehensive loss” amgliaeffectiveness was
recognized in earnings in the period of ineffeatiess. All of the interest rate swap transactioe@gents were terminated at the Company’s
request on January 14, 2011, concurrent with ttieneent of the ABL Credit Facility and the issuaraf its 4.875% Senior Notes, as
described in Note 3. As a result of this terminatithe Company’s interest rate swap hedges wergrtated and the Company recognized a
charge of $4.2 million, which was included as a ponent of “Other income (expense)” on the accompang€ondensed Consolidated
Statements of Income for the quarter ended Margl2@11. As of March 31, 2011, the Company did radti lany instruments that qualified
cash flow hedge derivatives.

The table below represents the effects the Compatgrivative financial instruments had on its Caorsael Consolidated Balance Sheets as of
March 31, 2011, and December 31, 2010 (in thougands

Fair Value of Derivative, Amount of Loss Recognized in
Recorded as Payable to Accumulated Other
Counterparties in “Other Fair Value of Derivative, Tax Comprehensive Loss on
current liabilities” Effect Derivative, net of tax
March 31, December 31 March 31, March 31,
December 31, December 31,
Derivatives Designated as Hedging Instruments 2011 2010 2011 2010 2011 2010
Interest rate swap contrar $ — $ 4,84t $ — $ 1,87¢ $ — $ 2,97(

9
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The table below represents the effects the Compatsrivative financial instruments had on its Corsdel Consolidated Statements of
Income as of March 31, 2011 and 2010 (in thousands)

Location and Amount of Loss Recognized in Income oBerivative

Derivatives Designated as Hedging Three months ended Three months ended
Instruments March 31, 2011 March 31, 201(
Interest rate swap contrau Other income (expense $(4,237) Other income (expens $ —

NOTE 6 — FAIR VALUE MEASUREMENTS

The Company uses the fair value hierarchy, whidbritizes the inputs used to measure the fair valugertain of its financial instruments.
The hierarchy gives the highest priority to unatjdsjuoted prices in active markets for identicsleds or liabilities (Level 1 measurement)
and the lowest priority to unobservable inputs @€’ measurement). The Company uses the incommaricet approaches to determine the
fair value of its assets and liabilities. The thieeels of the fair value hierarchy are set forgol:

* Level 1- Observable inputs that reflect quoted prices iivaaharkets
* Level 2- Inputs other than quoted prices in active markeds @re either directly or indirectly observat

* Level 3 — Unobservable inputs in which little or market data exists, therefore requiring the Comppardevelop its own
assumptions

4.875% Senior Notes:

The carrying amount of the Company’s 4.875% SeNmtes is included in “Long-term debt, less curqgottion” on the accompanying
Condensed Consolidated Balance Sheets. The edfifis@teralue of the Company’s 4.875% Senior NotesfaMiarch 31, 2011, which is
determined by reference to quoted market pricesdlL®), is included in the table below (in thoussnd

March 31, 2011
Quoted Prices in
Active Markets for

Significant Other Significant
Identical Observable Inputs Unobservable Inputs
Instruments
(Level 1) (Level 2) (Level 3) Total
4.875% Senior Note $ 493,45( $ — $ — $493,45(

Interest rate swap contract

The fair value of the Company’s outstanding interate swap contracts, as discussed in Note 3 atel 5 was included in “Other current
liabilities” on the accompanying Condensed Consiéd Balance Sheets as of December 31, 2010. irhafae of the interest rate swap
contracts was based on the discounted net preakr& gf the swaps using third party quotes (LeyeChanges in fair market value were
recorded in “Accumulated other comprehensive lassthe accompanying Condensed Consolidated Batineets, and changes resulting
from the termination of the interest rate swap @Emts were recorded in “Other income (expense)theraccompanying Condensed
Consolidated Statements of Income. All of the ies¢rate swap transaction agreements that existefiecember 31, 2010, were terminated
at the Company’s request on January 14, 2011, camwith the retirement of the ABL Credit Fagiliand the issuance of its 4.875% Senior
Notes, as discussed in Note 3. The fair value ®Cbmpan’s interest rate swap agreements as of Decemb&030, is included in the table
below (in thousands):

December 31, 2010
Quoted Prices in
Active Markets for

Significant Other Significant
Identical Observable Inputs Unobservable Inputs
Instruments
(Level 1) (Level 2) (Level 3) Total
Derivative contract $ — $ (4,845) $ — $(4,845)
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Asse-based revolving credit facility:

The Company determined that the estimated fairevaftits ABL Credit Facility, as discussed in N@teapproximated the carrying amount of
$356.0 million at December 31, 2010, which is ield in “Long-term debt, less current portion” oa #tccompanying Condensed
Consolidated Balance Sheets. These valuations deteemined by consulting investment bankers, thegamy’s observations of the value
tendered by counterparties moving into and ouheffacility and an analysis of the changes in ¢realieads for comparable companies in the
industry (Level 2). All outstanding borrowings umdiee ABL Credit Facility were repaid on January 2811, and the facility was retired
concurrent with the issuance of the Company’s £8Benior Notes as discussed in Note 3.

NOTE 7 — SHAREHOLDERS' EQUITY
Accumulated other comprehensive Ic

Unrealized losses, net of tax, from interest ratapsagreements that qualified as cash flow hedges imcluded in “Accumulated other
comprehensive loss” on the accompanying Condenseddlidated Balance Sheets at December 31, 2016@isésssed in Notes 3 and 5, alll
interest rate swap agreements were terminatedraradal4, 2011. The adjustment to “Accumulated otoeprehensive loss” for the three
months ended March 31, 2011, totaled $4.8 milligth & corresponding tax asset of $1.8 million resglin a net of tax effect of $3.0
million. Changes in “Accumulated other compreheadoss” for the three months ended March 31, 26adsisted of the following (in
thousands):

Changes in
Unrealized Losse

on Cash Flow

Hedges
Balance at December 31, 20: $ (2,970
Period chang 2,97(
Balance at March 31, 2011 $ =

Comprehensive income for the three months endedtiMzit, 2011 and 2010, was $105.4 million and $88lHon, respectively.

Share repurchase program:

In January of 2011, the Company’s Board of Directpproved a $500 million share repurchase prodtarder the program, the Company
may, from time to time, repurchase shares of itaroon stock, solely through open market purchadestefl through a broker dealer at
prevailing market prices, based on a variety ofdigcsuch as price, corporate trading policy resmagnts and overall market conditions, for a
three-year period. The Company and its Board oé@ars may increase or otherwise modify, renewpesng or terminate the repurchase
program at any time, without prior notice.

The Company repurchased 2.6 million shares ofatsmon stock under its publicly announced repurcipasgram during the three months
ended March 31, 2011, at an average price per sfi&®b.54, for a total investment of $145.0 millicAs of March 31, 2011, the Company
had $355.0 million remaining under its repurchasgyam. From April 1, 2011, through and includingy®, 2011, the Company
repurchased 1.1 million shares of its common sticn average price of $56.84, for a total investrog€ $62.9 million.

NOTE 8 — SHARE-BASED EMPLOYEE COMPENSATION PLANS AND OTHER BENEFIT PLANS

The Company recognizes share-based compensatiengxpased on the fair value of the grants, awarsglsares at the time of the grant,
award or issuance. Share-based payments include gption awards issued under the Company’s emplsy@ck option plan, director stock
option plan, restricted stock awarded under the @omw's employee incentive plan and director pléoglsissued through the Company’s
employee stock purchase plan and stock awardemipiogees through other benefit programs.
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Stock options:

The Company’s stock-based incentive plans prowadéhie granting of stock options for the purchaseomnmon stock of the Company to
directors and certain key employees of the Comp@pyions are granted at an exercise price thajualgo the closing market price of the
Company’s common stock on the date of the gramedbir options granted under the plan expire aeen years and are fully vested after
six months. Employee options granted under the @iire after ten years and typically vest 25% ar yever four years. The Company
records compensation expense for the grant datedhie of option awards evenly over the vestinggaeunder the straight-line method. The
following table summarizes the stock option acyivuring the first three months of 2011

Weighted-Average

Shares Exercise Price
Outstanding at December 31, 2( 8,394,85: $ 30.3i
Granted 531,74( 57.6¢
Exercisec (250,12) 27.6t
Forfeited (163,34) 38.8:2
Outstanding at March 31, 20: 8,513,12 32.0¢
Exercisable at March 31, 20. 4,437,311 $ 26.2¢

The Company recognized stock option compensatiperese of approximately $4.4 million and $3.6 millior the three months ended
March 31, 2011 and 2010, respectively, and recegh@corresponding income tax benefit of approxtgadl.7 million and $1.4 million,
respectively.

The fair value of each stock option grant is estédan the date of the grant using the Black-Schofgion pricing model. The Blackeholes
model requires the use of assumptions, includingeeted volatility, expected life, the risk freegraind the expected dividend yield. Expected
volatility is based upon the historical volatilibf the Company’s stock. Expected life represergspriod of time that options granted are
expected to be outstanding. The Company uses icstolata and experience to estimate the expeifeedfloptions granted. The risk free
interest rates for periods within the contractifel ¢f the options are based on the United Stateasury rates in effect at the time the options
are granted for the options’ expected life.

The weighted-average assumptions, identified irtabte below, were used for grants issued fortiheet months ended March 31, 2011 and
2010:

Three Months Ended

March 31,
2011 2010
Risk free interest rai 1.72% 2.11%
Expected life 4.1 Years 3.6 Year
Expected volatility 33.5% 33.9%
Expected dividend yiel — % — %

The weighted-average grant-date fair value of mstigranted during the three months ended MarcB@11, was $16.84 compared to $12.22
for the three months ended March 31, 2010. Theirengaunrecognized compensation expense relatadvested awards at March 31, 2011,
was $38.3 million, and the weighted-average pevitime over which this cost will be recognize®if years.

Other employee benefit plans:

The Company sponsors other share-based employeéth@ans including an employee stock purchasa plaich permits all eligible
employees to purchase shares of the Company’s corstook at 85% of the fair market value and a parémce incentive plan under which
the Company’s senior management is awarded shhrestacted stock that vest equally over a threaryperiod. Compensation expense
recognized under these plans is measured basdw onarket price of the Compasy¢ommon stock on the date of award and is recarder
the vesting period. During the three months endedcki 31, 2011, the Company recorded approximately sillion of compensation
expense for benefits provided under these plangamaresponding income tax benefit of approxinya$€l.3 million. During the three
months ended March 31, 2010, the Company recompleebrimately $0.5 million of compensation expenselfenefits provided under these
plans and recognized a corresponding income tagftheri approximately $0.2 million.
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NOTE 9 — EARNINGS PER SHARE

The table below summarizes the computation of basitdiluted earnings per share for the three nsoeided March 31, 2011 and 2010 (in
thousands, except per share data):

Three Months Ended,

March 31,
2011 2010

Numerator (basic and dilutec

Net income $102,47: $ 97,47¢
Denominator

Denominator for basic earnings per skweightec-average share 140,57¢ 137,58

Effect of stock options (see Note 2,28 1,813

Effect of exchangeable not — 212

Denominator for diluted earnings per share—adjusgteighted-

average shares and assumed conve 142,86t 139,61.

Earnings per sha-basic $ 0.7 $ 071
Earnings per sha-assuming dilutior $ 0.7 $ 0.7¢C

For the three months ended March 31, 2011 and 26&@omputation of diluted earnings per sharendidinclude certain common stock
equivalents. These common stock equivalents represelerlying stock options not included in the paation of diluted earnings per share,
because the inclusion of such equivalents woule leeen antidilutive. The table below identifies &mtidilutive stock options for the three
months ended March 31, 2011 and 2010 (in thousands)

Three Months Ended

March 31,
2011 2010
Antidilutive stock options 1,37 1,45¢€
Weightec-average exercise pri $54.4¢ $37.72

The exchangeable notes were retired in Decemb201d, and therefore had no dilutive effect on 2fsllts. Incremental net shares for the
exchange feature of the exchangeable notes wdrteladtin the diluted earnings per share calculdtorthe three months ended March 31,
2010.

NOTE 10 — LEGAL MATTERS
O'Reilly Litigation:

O'Reilly is currently involved in litigation incid#al to the ordinary conduct of the Company’s besf Although the Company cannot
ascertain the amount of liability that it may indtom any of these matters, it does not currengljelve that, in the aggregate, these matters,
taking into account applicable insurance and resenwill have a material adverse effect on its otidated financial position, results of
operations or cash flows in a particular quarteairarual period. In addition, O’Reilly is involved iesolving the governmental investigations
that were being conducted against CSK and CSKiadowfficers prior to its acquisition by O’Reillgs described below.

CSK Pre-Acquisition Matters — Governmental Invegtans and Actions:

As previously reported, the pre-acquisition Se@siand Exchange Commission (“SEC”) investigatib@8K, which commenced in 2006,
was settled in May of 2009 by administrative ord@hout fines, disgorgement or other financial reiies. The Department of Justice
(“DOJ")’'s criminal investigation into these sametiees as previously disclosed is near a concluai@his described more fully below. In
addition, the previously reported SEC complaintimsfathree former employees of CSK for alleged camdelated to CSK'’s historical
accounting practices remains ongoing. The actied foy the SEC on July 22, 2009, against Maynardehkins, the former Chief Executive
Officer of CSK seeking reimbursement from Mr. Jeiskof certain bonuses and stock sale profits patgogSection 304 of the Sarbanes-
Oxley Act of 2002, as previously reported, alsotoares. However, on March 24, 2011, the partiesifd Stipulation announcing a tentative
settlement agreement had been reached, subjemptoval by the SEC’s Commissioners. At the reqoésite parties, and by Order dated
March 25, 2011, the matter has been stayed pefidaigapproval of the parties’ tentative settlemdrite previously reported DOJ criminal
prosecution of Don Watson, the former Chief Finah@fficer of CSK, remains ongoing with trial setdommence on or about June 7, 2011.

With respect to the ongoing DOJ investigation i@®K'’s pre-acquisition accounting practices as ssfeed above, as previously disclosed,
O’Reilly and the DOJ agreed in principle, subjecfibal documentation, to resolve the DOJ invesiigaof CSK's legacy pre-acquisition
accounting practices. The Company and the DOJmomtivork to complete the final documentation nemgstr the execution of the Non-
Prosecution Agreement previously referenced andhpay of the one-time monetary penalty of $20.9iarill also previously reported. The
Company’s total reserve related to the DOJ invatitg of CSK was $21.3 million as of March 31, 20Which relates to the amount of the
monetary penalty and associated legal costs.
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Notwithstanding the agreement in principle with B@J, several of CS's former directors or officers and current or fememployees have
been or may be interviewed or deposed as parirofral, administrative and civil investigations alagivsuits. As described above, certain
former employees of CSK are the subject of civd anminal litigation commenced by the governméirider Delaware law, the charter
documents of the CSK entities and certain inderoaiion agreements, CSK has certain obligationsdemnify these persons and, as a re
O'Reilly is currently incurring legal fees on behaf these persons in relation to pending matt@ne of these indemnification obligations
and other related costs may not be covered by CiaKigance policies.

As a result of the CSK acquisition, O’Reilly expetd continue to incur ongoing legal fees relatethe indemnity obligations related to the
litigation that has commenced by the DOJ and SECS3K's former employees. O’Reilly has a remainiagarve, with respect to such
indemnification obligations, of $16.8 million at M 31, 2011, which was primarily recorded as auaed liability in the Company’s
allocation of the purchase price of CSK.

The foregoing governmental investigations and intiication matters are subject to many uncertasmtnd, given their complexity and
scope, their final outcome cannot be predictedliattime. It is possible that in a particular geaxr annual period the Company’s results of
operations and cash flows could be materially &@dy an ultimate unfavorable resolution of suditters, depending, in part, upon the
results of operations or cash flows for such peridawever, at this time, management believes tlamtttimate outcome of all of such
regulatory proceedings and other matters thataneipg, after consideration of applicable researes potentially available insurance
coverage benefits not contemplated in recordedvesgeshould not have a material adverse effetheCompany’s consolidated financial
condition, results of operations and cash flows.

NOTE 11 — RECENT ACCOUNTING PRONOUNCEMENTS

No recent accounting pronouncements or changescimuating pronouncements have occurred since tfiesassed in our Annual Report
Form 10-K for the year ended December 31, 201@aieaof material significance, or have potentiatenial significance, to the Company.
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Iltem 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations

Unless otherwise indicated, “we,” “us,” “our” anitndlar terms, as well as references to the “CompanyO’Reilly” refer to O'Reilly
Automotive, Inc. and its subsidiaries.

In Management’s Discussion and Analysis (“MD&A”)evprovide a historical and prospective narrativewfgeneral financial condition,
results of operations, liquidity and certain otfeators that may affect our future results, which identified below:

» an overview of the key drivers of the automotivieaharket;

» our results of operations for the first quarterdeshMarch 31, 2011 and 201

e our liquidity and capital resource

e any contractual obligations to which we are comexit

e our critical accounting estimate

» the inflation and seasonality of our busine

* recent accounting pronouncements that affect ounpemy;

* any measures not calculated using United St“U.S") generally accepted accounting principl*GAAP”); and

* recent events and developmel

The review of MD&A should be made in conjunctiortiwdur condensed consolidated financial statemesitsted notes and other financial
information included elsewhere in this quarterlgo#.

FORWARD-LOOKING STATEMENTS

We claim the protection of the safe-harbor for fardtlooking statements within the meaning of thgd®e Securities Litigation Reform Act
of 1995. You can identify these statements by fodaAtaoking words such as “expect,” “believe,” “aifiate,” “should,” “plan,” “intend,”
“estimate,” “project,” “will” or similar words. Iraddition, statements contained within this quaytezport that are not historical facts are
forward-looking statements, such as statementsisigatg among other things, expected growth, steveldpment, CSK Auto Corporation
(“CSK”) Department of Justice (“DOJ”") investigatioasolution, integration and expansion strateggir®ss strategies, future revenues and
future performance. These forward-looking statemant based on estimates, projections, belief@ssuimptions and are not guarantees of
future events and results. Such statements areciubjrisks, uncertainties and assumptions, iriefydut not limited to, competition, prodt
demand, the market for auto parts, the economemegl, inflation, consumer debt levels, governmlesypprovals, our increased debt levels,
credit ratings on our public debt, our ability toehand retain qualified employees, risks assodiati¢h the integration of acquired businesses
such as the integration of CSK, weather, terragsivities, war and the threat of war. Actual résohay materially differ from anticipated
results described or implied in these forward-logkstatements. Please refer to the “Risk Fact@stian of our annual report on Form 10-K
for the year ended December 31, 2010, for additifataors that could materially affect our finarigi@rformance.

OVERVIEW

We are one of the largest specialty retailers tdraotive aftermarket parts, tools, supplies, eq@iptrand accessories in the U.S., selling our
products to both do-it-yourself (“DIY") customeradaprofessional service providers. During the fipsarter ended March 31, 2011, we
opened 55 stores, including our first store in Wégginia, and closed 12 stores. As of March 31120wne operated 3,613 stores in 39 states.

Our stores carry an extensive product line, ineigdhe products identified below:

. new and remanufactured automotive hard parts, asiefternators, starters, fuel pumps, water pubrp&e system components,
batteries, belts, hoses, chassis parts and engite

. maintenance items, such as oil, antifreeze, flditlers, wiper blades, lighting, engine additiveasd appearance products;
. accessories, such as floor mats, seat covers aeiddccessorie:

Many of our stores offer enhanced services andrpmog to our customers, including those identifiebbt:
. used oil and battery recyclir

. battery diagnostic testir

. electrical and module testit

. loaner tool prograr

. drum and rotor resurfacir

. custom hydraulic hose
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. professional paint shop mixing and related mate
. machine shop

We continue our strategy of opening new storechie@e greater penetration in existing marketsexqhnsion into new, contiguous mark
We plan to open approximately 170 net, new star&)lL1. We typically open new stores either bg@istructing a new store at a site we
purchase or lease and stocking the new store idilirés and inventory, (ii) acquiring an indepentieowned auto parts store, typically by
the purchase of substantially all of the inventamng other assets (other than realty) of such stor@j) purchasing multi-store chains. We
believe that our dual market strategy of targetinth the DIY retail customer and professional sgryrovider positions us extremely well to
take advantage of growth in the automotive aftekeiabusiness. We believe our investment in stoogvtir will be funded with the cash flo\
generated by our existing operations and througlilahle borrowings under our existing credit fagili

We believe that the number of U.S. miles drivemmbar of U.S. registered vehicles, new light vehgdées, average vehicle age, unperfor
maintenance, unemployment and product quality difféation are key drivers of current and futurendad of products sold within the
automotive aftermarket.

Number of miles drive:

Total miles driven in the U.S. heavily influencls demand for the repair and maintenance produetsell. Historically, the long-term trend
in the total miles driven in the U.S. has steatfireased. According to the Department of Trangpiomn, between 2002 and 2007, the total
number of miles driven in the U.S. increased adaarage annual rate of approximately 1.4%. In 2608ever, difficult macroeconomic
conditions and high gas prices during the yeatdesldecrease in the number of miles driven, arRD09, miles driven remained relatively
flat. In 2010, miles driven in the U.S. increasgdb/% and the number of miles driven has increagel 6% through the first two months of
2011. Historically, spikes in gasoline prices hawatributed to flat or declining U.S. total milesvén as consumers reacted to the increased
expense by reducing travel. Through April of 204\derage gasoline prices increased 24% when compathd same period in 2010. As the
U.S. economy recovers and gasoline prices stapilizebelieve that annual miles driven will retuorhistorical growth rates and continue to
increase the demand for our products.

Number of U.S. registered vehicles and new lighicle sales:

As reported by the Automotive Aftermarket Indusigsociation (“AAIA”), the total number of vehicles the road in the U.S. has exhibited
steady growth over the past decade, with the totalber of registered vehicles increasing 18%, f2@% million light vehicles in 2000 to

242 million in 2009. New light vehicle sales, howevhave declined over the past decade. From 20R20G7, new car sales in the U.S.
decreased by 7%, from 17.4 million in 2000 to 1&illion vehicles in 2007. Due to the recent difficonacroeconomic environment in the
U.S., new light vehicles sales declined by 18%08&to 13.2 million and declined by 21% in 200964 million vehicles, which is the
lowest level in the past decade. As of the endhefquarter, the seasonally adjusted annual rafeAR3) of sales of total light vehicles in the
U.S. increased to $13 million — this increase teenba steady trend since mid-2009; however, thahtyoS8AAR of sales of total light
vehicles remains below historical rates. Basecherctirrent economic environment, we believe nett Nghicle sales will remain below
historic levels and consumers will continue to kéegir vehicles longer and drive them at higheesyikcontinuing the trend of an aging
vehicle population.

Average vehicle age of registered vehic

As reported by the AAIA, the average age of the.Wehicle population has increased over the pasidkefrom 9.1 years for passenger cars
and 8.4 years for light trucks in 2000 to 10.6 8r@lyears in 2009, respectively. We believe thiséase in average age can be attributed to
better engineered and built vehicles, which carebably driven at higher miles due to better giygtiower trains, and interiors and exteriors,
the decrease in new car sales over the past tws ged the consumers’ willingness to invest in rzaiming their higher-mileage, better built
vehicles. As the average age of the vehicle omdhad increases, a larger percentage of miles ang bleven by vehicles which are outside of
manufacturer warranty. These out-of-warranty, olddricles generate strong demand for our prodsctsey go through more routine
maintenance cycles, have more frequent mechamiitaids, which require replacement parts, and gdiyerequire more maintenance than
newer vehicles.

Unperformed maintenance

According to estimates compiled by the AutomotivieeAmarket Suppliers Association, the annual amo@ninperformed or underperformed
maintenance in the U.S. totaled $54 billion for 20@rsus $50 billion for 2008. This metric reprasehe degree to which routine vehicle
maintenance recommended by the manufacturer iseiof) performed. Consumeidcision to avoid or defer maintenance affects daehfer
our products, and the total amount of unperformathtenance represents potential future demand. &Nevie that challenging
macroeconomic conditions beginning in 2008 contaduo the increased amount of unperformed main@nm 2009; however, with the
reduced number of new car sales and consumerg&ased focus on maintaining their current vehicli wie expectation of keeping the
vehicle longer than they would have in a better nm@conomic environment, we believe the amount deuperformed maintenance decre:
in 2010, resulting in a strong year in the autonetftermarket.
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Unemployment

Challenging macroeconomic conditions have leadgh levels of unemployment. The annual U.S. unempient rate for 2010 was 9.6%,
highest unemployment rate since 1982. The U.S. miponhemployment rates are below 2010 levels, wiphil' s unemployment rate at 9.0
however, unemployment rates remain above historatak. We believe that these unemployment ratsamtinued uncertainty in the ovel
economic health have a negative impact on consuordidence and the level of consumer discretiospgnding. We also believe
macroeconomic uncertainties and the potentialifturé joblessness can motivate consumers to find wasave money and can be an
important factor in the consumer’s decision to détfie purchase of a new vehicle. While the defesfaiehicle purchases has lead to an
increase in vehicle maintenance, Idegn trends of high unemployment levels could redine number of total annual miles driven as we
decrease consumer discretionary spending habits dbevhich could negatively impact our business.

Product quality differentiatior:

We provide our customers with an assortment of yetsdthat are differentiated by quality and pricerhost of the product lines we offer. For
many of our product offerings, this quality diffat@tion reflects “good”, “better”, and “best” aftatives. Our sales and total gross margin
dollars are highest for the “best” quality categofyroducts. Consumers’ willingness to select pits at a higher point on the value
spectrum is a driver of sales and profitabilityour industry. We believe that the average conswteridency has been to “trade-down” to
lower quality products during the recent challeggimacroeconomic conditions. We have ongoing it targeted to marketing higher
quality products to our customers and expect ostarners to be more willing to return to purchasipgon the value spectrum in the future as
the U.S. economy recovers.

RECENT EVENTS AND DEVELOPMENTS

On January 11, 2011, we announced a new Board-agshare repurchase program that authorizesneptwchase up to $500 million of
shares of our common stock over a three-year pesitmtk repurchases under the repurchase progranbenamade from time to time as we
deem appropriate, solely through open market pgeshaffected through a broker dealer at prevaitiagket prices, and we may increase or
otherwise modify the repurchase program at any tiitigout prior notice. As of May 9, 2011, we haguechased approximately 3.7 million
shares of our common stock at an aggregate c&&Q# million.

On January 14, 2011, we issued $500 million agdeegiancipal amount of unsecured 4.875% Senior dldtee 2021 (“4.875% Senior

Note") in the public market, of which we and our suligites are the guarantors, and United Missouri BahR. (“UMB?”) is trustee. The
4.875% Senior Notes were issued at 99.297% of the& value and will mature on January 14, 202 ffioceeds from the 4.875% Senior
Notes issuance were used to repay all of our cudstg borrowings under our existing a-based revolving credit facility (the “ABL Credit
Facility”), pay fees associated with the issuanue far general corporate purposes. Concurrent thi¢ghissuance of the 4.875% Senior Notes,
we entered into a credit agreement for a $750anillinsecured revolving credit facility arrangedBank of America (“BA”) and Barclays
Capital (the “Revolver”)which replaced the previous ABL Credit Facilitydamatures on January 13, 2016. All remaining defitance cos
related to our previous ABL Credit Facility, totadi $22 million, and all interest rate swap agreasmeglated to notional amounts under the
ABL Credit Facility, with a carrying value of $4 Hin, were terminated and charged to earningsn@stone, non-recurring items upon the
retirement of the ABL Credit Facility during theayter.

RESULTS OF OPERATIONS
Sales:

Sales for the first quarter ended March 31, 20ddreiased $103 million, or 8%, to $1.38 billion fr&h.28 billion for the same period a year
ago. The following table identifies the componesftthe increase in sales for the three months eiedh 31, 2011:

Increase in Sales for th

Three Months Ended
March 31, 2011,
Compared to the Same
Period in 2010

(in millions)

Comparable store sal $ 71
Sales for stores opened throughout 2010, exclustihes

for stores open at least one year that are included

comparable store sal 29
Sales for stores opened throughout 2 6
Non-store sales including machinery, sales to independ

parts stores and team memk 1
Sales in 2010 for stores that have cla (4)
Total increase in sale: $ 102
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Comparable store sales are calculated based ahémge in sales of stores open at least one ydamatude sales of specialty machinery,
sales to independent parts stores and sales tonesmnibers. Comparable store sales for stores ogeasitone year increased 5.7% for the
first quarter of 2011, versus 6.9% for the firsagar of 2010.

We believe the increased sales achieved by ouwrsstye the result of superior inventory availayilit broader selection of products offered in
most stores, a targeted promotional and advertisfifogt through a variety of media and localizedmpotional events, continued improvement
in the merchandising and store layouts of the sta@mpensation programs for all store team menthatgrovide incentives for
performance and our continued focus on servinggssibnal service providers. Our comparable stdes $ar the quarter were driven both by
increased transaction counts and higher averaget tialues. We believe that the increase in traiwsacounts is a result of the customer’s
continued focus on better maintaining their curretticles, stabilization of the economy and theaghoof our commercial business in the
acquired CSK markets, which was partially offsesbyere weather in many of our markets in the eggnof the quarter. The improvement
in average ticket values is primarily the resuladérger percentage of our total sales deriveth fnayher priced, hard part categories.

Store growth:

We opened 55 stores in the quarter ended MarcB(®1l,, and opened our first store in West Virgimareasing our store base to 39 state:
March 31, 2011, we operated 3,613 stores compar8@69 stores at March 31, 2010. We anticipate steve unit growth to be 170 net, new
stores in 2011.

Gross profit:

Gross profit for the first quarter ended March 2011, increased to $670 million (or 48.4% of safemn $618 million (or 48.3% of sales) for
the same period a year ago, representing an irc#a@9. The increase in gross profit dollars waésarily a result of the increase in sales
from new stores and the increase in comparable stes at existing stores. The increase in gnadis ps a percentage of sales was the result
of improved product mix and decreased inventoryngage at converted CSK stores, partially offseth®yimpact of increased commercial
sales as a percent of the total sales mix. Theawggnent in product mix is primarily driven by inased sales in the hard part categories,
which typically generate a higher gross margin @etage than other categories. Increasing hardspkas are the result of strong consumer
demand as consumers retain their vehicles longepanenhanced and more comprehensive inventogfdéw the hard part categories in the
CSK stores, supported by a more extensive and raligtsbution network. The decrease in inventdmyirskage at converted CSK stores is
result of the more robust O’Reilly point-of-salestgm (“POS”), which was installed in all CSK stovasen they converted to the O'Reilly
distribution systems. The O’Reilly POS provides stare managers with better tools to track androbimventory resulting in improved
inventory shrinkage. All of the acquired CSK stohhasl been converted to the O'Reilly POS for théreffirst quarter of 2011, while
approximately two-thirds had been converted toQHeeilly POS by the end of the first quarter of BOCommercial sales in the acquired
CSK markets are growing at a faster rate than Réssas a result of the enhanced distribution medgth supports the implementation of
our dual market strategy in these areas. Commesaias typically carry a lower gross margin peragetthan DIY sales, as volume discounts
are granted on wholesale transactions to profeskganvice providers, and create pressure on @mssgnargin as a percentage of sales.

Selling, general and administrative expenses

Selling, general and administrative expenses (“SQ&#v the first quarter ended March 31, 2011, aased to $473 million (or 34.2% of
sales) from $450 million (or 35.1% of sales) foe 8ame period a year ago, representing an inco&8é. The increase in total SG&A doll;

is primarily the result of additional employeeg;ifities and vehicles to support our increasedestaunt and dual market strategy in our new
markets. The decrease in SG&A as a percentagdes was primarily attributable to improved labdii@éncies in the acquired CSK stores,
positive results on health benefits, as well asciased leverage of store occupancy and headquexigesses on strong comparable store
sales, offset by increased fuel costs relatedai@ stelivery vehicles.

Other income and expense:

Total other expense for the first quarter endeddd&1, 2011, increased to $30 million (or 2.2%aiés) from $10 million (or 0.8% of sales)
for the same period a year ago, representing anase of 204%. The significant increase is drivepre-time charges during the current
period related to our new financing transactiord there completed in January of 2011, slightly etffsy a decrease in interest expense. T
one-time charges included a non-cash charge te wfftthe balance of debt issuance costs relateditprevious credit facility in the amount
of $22 million, and a charge related to the termamaof our interest rate swap agreements in theusrinof $4 million. The decrease in intel
expense is the result of a lower level averagetautting borrowings, as well as lower amortizatiba@bt issuance costs in the current period
as compared to the same period a year ago.

Income taxes

Our provision for income taxes for the first quagaded March 31, 2011, increased to $64 milliord(6% of sales) from $61 million (or
4.8% of sales) for the same period a year agoesepting an increase of 4%. The increase in owigom for income taxes is due to the
increase in our taxable income. Our effective tar for the first quarter ended March 31, 2011, 888% of income before income taxes
compared to 38.5% for the same period a year ago.
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Net income

As a result of the impacts discussed above, neniecfor the first quarter ended March 31, 2011rgased to $102 million (or 7.4% of sales)
from $97 million (or 7.6% of sales) for the sameipeé a year ago, representing an increase of 5%uséetl net income, excluding the impact
of the charges relating to our new financing tratieas for the first quarter ended March 31, 20déreased to $118 million (or 8.6% of
sales) from $97 million (or 7.6% of sales) for Hame period a year ago, representing an increa2296f

Earnings per share

Our diluted earnings per common share for the fjustrter ended March 31, 2011, increased 3% t®%th7143 million shares versus $0.70
for the same period a year ago on 140 million share

Adjustments for nonrecurring and r-operating events:

Our results for the quarter ended March 31, 20iduded one-time charges associated with the meanéing transactions we completed on
January 14, 2011, as discussed above. Adjustadamhe for the first quarter ended March 31, 2@kt|uding the impact of the charges
related to the new financing transactions discusbede, increased to $118 million (or 8.6% of dfiesn $97 million (or 7.6% of sales) for
the same period a year ago. Adjusted diluted egsniier common share for the first quarter endeccMad, 2011, increased 19% to $0.83
from $0.70 for the same period a year ago. Thethblow outlines the impact of the charges reltddtie new financing transactions for the
first quarter ended March 31, 2011, (amounts imsands, except per share data):

For the Three Months Ended March 31,

2011 2010
Amount % of Sales Amount % of Sale
GAAP net income $102,47- 7.4% $97,47¢ 7.€%
Write-off of debt issuance costs, net of 13,331 1.C% — — %
Termination of interest rate swap agreements, fiaix 2,618 0.2% — — %
Non-GAAP adjusted net incon $118,42- 8.6% $97,47¢ 7.€%
GAAP diluted earnings per common sh $ 0.7 $ 0.7
Write-off of debt issuance costs, net of 0.0¢ —
Termination of interest rate swap agreements, fgtx 0.0z —
Non-GAAP adjusted diluted earnings per common s $ 0.8: $ 0.7

The adjusted net income and adjusted diluted egsmer share discussed and presented in the tadle are not derived in accordance with
U.S. GAAP. We do not, and nor do we suggest investbould, consider such non-GAAP financial measimrésolation from, or as a
substitute for, GAAP financial information. We lmile that the presentation of financial results estdnates excluding the impact of the
charge to write off the balance of debt issuanatscand the charge related to the terminationefrtterest rate swap agreements provides
meaningful supplemental information to both managminand investors that is indicative of our coreragions. We exclude these items in
judging our performance and believe this -GAAP information is useful to investors as wellatdrial limitations of this nolGAAP measur:
are that such measures do not reflect actual GAA®uats. We compensate for such limitations by préasg, in the tables above, the
accompanying reconciliation to the most directlynparable GAAP measures.

LIQUIDITY
The following tables highlight our liquidity andla¢ed ratios, as well as our operating, investing Bnancing activities for the quarters ended
March 31, 2011 and 2010 (dollars in millions):

Three Months Ended
March 31,

Percentag

Liquidity and Related Ratios 2011 2010 Change

Current assel $ 2,467 $ 2,232 10.6%
Quick asset® 427 217 96.7%
Current liabilities 1,31¢ 1,25¢ 5.C%
Working capital®@ 1,14¢ 977 17.7%
Total debt 49¢ 703 (29.0%
Total equity 3,18¢ 2,80( 13.€%
Current ratic® 1.87:1 1.78:1 5.1%
Quick ratio® 0.35:1 0.26:1 34.6%
Debt to equity® 0.16:1 0.25:1 (36.0%
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@ Quick assets include cash, cash equivalents aeivedzes.

@ Working capital is calculated as current assets desrent liabilities

@ Current ratio is calculated as current assets eiviay current liabilities

@ Quick ratio is calculated as current assets, kegsnitories, divided by current liabilitie
®) Debt to equity is calculated as total debt divibgdotal shareholde’ equity.

Three Months Ended

March 31,
Liquidity 2011 2010
Total cash provided by (used ii
Operating activitie: $294,11: $170,64t
Investing activities (92,24¢) (90,257
Financing activitie: (1,540 (77,457)
Increase in cash and cash equival $200,32 $ 2,93

Liquidity and related ratios

Our working capital increased 18% from March 311@Qo March 31, 2011, primarily driven by an irase in cash from the issuance of our
4.875% Senior Notes and cash generated from opesatffset by the impact of cash used for the ngase of shares of our common stock
in accordance with our share repurchase programal @ebt decreased 29% and total equity increagédfiom March 31, 2010, to March .
2011. The decrease in total debt was driven byefforts during 2010 to pay down our secured ABLdIr€acility with cash generated from
operations offset by the issuance of our 4.875%08&otes in January of 2011. The increase in tetality was primarily due to increased
retained earnings resulting from a strong trailiwgive months of net income partially offset by thgpact on additional paid-in capital and
retained earnings from share repurchase activitleuour share repurchase program.

Operating activities:

Net cash provided by operating activities for tinst fquarter ended March 31, 2011, increased td $2i@ion from $171 million for the sam
period a year ago. The increase in cash providempbyating activities is primarily due to an ingean net income (adjusted for the effect a
one-time, non-cash charge to write off the balafadebt issuance costs in conjunction with theeetient of our ABL Credit Facility), and a
significant decrease in investment of net inventofiset by a decrease in other current liabilitidst inventory investment reflects our
investment in inventory net of the amount of acdsyorayable to vendors. Our net inventory investndesteased as a result of both reduced
gross inventory as well as the impact to accouaygple resulting from our enhanced vendor finanpiragrams. Our gross inventory
investment decreased during the period due to ngoiag effort to reduce excess inventories in mgquaed CSK stores. Our vendor
financing programs enable us to reduce overall lgugpain costs and negotiate extended terms witlvendors. As we continue to add
vendors to our programs, the extended payment terensase our outstanding vendor accounts payabldting in improved cash flow from
operations. The decrease in other current liabdits primarily the result of a reduction in pajrelated accruals during the current period as
compared to the same period one year ago drivéhebiming of pay period end dates.

Investing activities

Net cash used in investing activities for the faqaarter ended March 31, 2011, increased to $9mirom $90 million for the same perioc
year ago. The slight increase in cash used in imgeactivities is primarily due to increased cap#@xpenditures in the current perioc
compared to the same period one year ago. Theaigeia capital expenditures is the result of arei®ed number of new stores opened il
first quarter of 2011, as compared to the samegdaist year, offset by reduced capital expendstimehe current period related to the
conversion process of acquired CSK stores to the{lly Brand.

Financing activities:

Net cash used in financing activities for the fijgtarter ended March 31, 2011, decreased to $®mfllom $77 million for the same perioc
year ago. The decrease in net cash used in finguacihivities is primarily driven by an increaseniet borrowings under our debt facilities

the current period as compared to net repaymemtsrwour facilities in the first quarter of 2010fs&t by the impact of repurchases of our
common stock in accordance with our Board-apprarete repurchase program during the first quafte0dl. The net borrowings under
our debt facilities during the current period dre tesult of the proceeds from the issuance ofid@#5% Senior Notes in January of 2011
offset by the repayment and termination of our jmes ABL Credit Facility and by the payment of detsuance costs related to the issuance
of our 4.875% Senior Notes and the establishmeauphew unsecured Revolver.
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CAPITAL RESOURCES
Asse-based revolving credit facility:

In July of 2008, we entered into a credit agreenfiema five-year asset-based revolving credit fgcilvhich was scheduled to mature in July
of 2013. At December 31, 2010, we had outstandorgolwvings of $356.0 million under the ABL Creditdfty, of which $106.0 million

were not covered under an interest rate swap agmtemith interest rates ranging from 2.31% to %2%Ve had entered into various interest
rate swap transaction agreements with various eopaitties to mitigate the risk associated withftaating interest rate on our debt that was
outstanding under the ABL Credit Facility. All otaading borrowings under the ABL Credit Facilityneepaid, and all related interest rate
swap transaction agreements terminated on JandaB011, and the ABL Credit Facility was retiredhcorrent with the issuance of our
4.875% Senior Notes due 2021, as further deschiémv. In conjunction with the retirement of our ABredit Facility, we recognized a
one-time adjustment for a non-cash charge to wfftéhe balance of debt issuance costs relatekdaBL Credit Facility in the amount of
$21.6 million and a one-time charge related toténmination of our interest rate swap agreementleramount of $4.2 million, which are
included in “Other income (expense)” on the accomypay Condensed Consolidated Statements of Incomiiaé quarter ended March 31,
2011.

4.875% Senior Notes due 2021:

On January 14, 2011, we issued $500 million agdgesgiancipal amount of unsecured 4.875% Senior 8ldtee 2021 in the public market, of
which certain of our subsidiaries are the guaranft8ubsidiary Guarantors”), and United MissournBaN.A. (“UMB?”) is trustee. The
4.875% Senior Notes were issued at 99.297% of the& value and mature on January 14, 2021. Irterethe 4.875% Senior Notes accrues
at a rate of 4.875% per annum and is payable amadpri4 and July 14 of each year beginning on 14|y2011. Interest is computed on the
basis of a 360-day year.

The proceeds from the 4.875% Senior Notes’ issuarece used to repay all of the outstanding borrg&iander our ABL Credit Facility and
to pay fees and expenses related to the offeririgeo#.875% Senior Notes, with the remainder usedéneral corporate purposes.

Prior to October 14, 2020, the 4.875% Senior Natesedeemable in whole, at any time, or in pestnftime to time, at our option upon not
less than 30 nor more than 60 days’ notice at amgtion price, plus any accrued and unpaid intecedtut not including, the redemption
date, equal to the greater of:

* 100% of the principal amount thereof;

» the sum of the present values of the remainingdidled payments of principal and interest theresealinted to the redemption
date on a semiannual basis (assuming a 360-daygaaisting of twelve 30-day months) at the applied reasury Yield (as
defined in the indenture governing the 4.875% SeNites) plus 25 basis poin

On or after October 14, 2020, the 4.875% Senioeblate redeemable, in whole at any time or infpami time to time, at our option upon

not less than 30 nor more than 60 days’ noticeratlamption price equal to 100% of the principabant thereof plus accrued and unpaid
interest to, but not including, the redemption dateaddition, if at any time we undergo a Chanfj€antrol Triggering Event (as defined in
the indenture governing the 4.875% Senior Notesdjldrs of the 4.875% Senior Notes may require usparchase all or a portion of their
4.875% Senior Notes at a price equal to 101% optheipal amount of the 4.875% Senior Notes beamurchased, plus accrued and unpaid
interest, if any, to but not including the repurebalate.

The 4.875% Senior Notes are guaranteed by certainrcubsidiaries on a senior unsecured basisgliheantees are full and unconditional
and joint and several. Each of the Subsidiary Guara is wholly-owned, directly or indirectly, by and we have no independent assets or
operations other than those of our subsidiaries.ddly direct or indirect subsidiaries that are 8absidiary Guarantors are minor
subsidiaries. Neither we, nor any of our Subsidfanarantors, has any material or significant retms on our ability to obtain funds from
our subsidiaries by dividend or loan or to transfesets from such subsidiaries, except as prowigegplicable law. The 4.875% Senior
Notes are subject to certain customary, positiveragative covenants, with which we complied aslafch 31, 2011

Unsecured revolving credit facility:

On January 14, 2011, we entered into a new crgdétesnent for a five-year $750 million unsecuredtewng credit facility arranged by BA
and Barclays Capital, which matures in January0di2 The Revolver includes a $200 million dirbit for the issuance of letters of credit ¢
a $75 million sub-limit for swing line borrowing8s described in the credit agreement, we may, fiore to time, increase the facility to a
maximum of $950 million.

Borrowings under the Revolver (other than swing limans) bear interest, at our option, at eitherBase Rate or Eurodollar Rate (both as
defined in the agreement) plus a margin that vdr@s 1.325% to 2.50% in the case of loans beariteyest at the Eurodollar Rate and
0.325% to 1.50% in the case of loans bearing isterethe Base Rate, in each case based uportithgsrassigned to our debt by Moody’s
Investor Service, Inc. (“Moody’s”) and Standard &d?’s Rating Services (“S&P”). Swing line loans reathder the Revolver bear interest at
the Base Rate plus the applicable margin descabede. In addition, we pay a facility fee on thgmgate amount of the commitments in an
amount equal to a percentage of such commitmeatging from 0.175% to 0.50% based upon the rataggsgned to our debt by Moody’s
and S&P. As of March 31, 2011, we had no outstapbiorrowings under the Revolver.
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Debt covenants

The indenture governing the 4.875% Senior Notesadas covenants that limit our ability and the fpibf certain of our subsidiaries to,
among other things: (i) create certain liens oR&s® secure certain debt; (ii) enter into cersaile and leaseback transactions; and (iii)
or consolidate with another company or transfeoaiubstantially all of our or its property, inchacase as set forth in the indenture. These
covenants are, however, subject to a number of irapblimitations and exceptions.

The Revolver covenant includes limitations on totatistanding borrowings under the Revolver, a mimmtonsolidated fixed charge
coverage ratio of 2.00 times from the closing tigtoecember 31, 2012; 2.25 times through Decembe2@®L4; 2.50 times through
maturity; and a maximum adjusted consolidated lyeratio of 3.00 times from the closing throughurity. Our consolidated leverage ratio
includes a calculation of adjusted earnings beffttierest, taxes, depreciation, amortization, relt stock option compensation expense
(“EBITDAR”) to adjusted debt. Adjusted debt incligdeutstanding debt, outstanding stand-by lettecsefit, six-times capitalized rent and
excludes any premium or discount recorded in catjan with the issuance of long-term debt. In therd that we should default on any
covenant contained within the Revolver, certaimoact may be taken against us, including but noitdichto possible termination of credit
extensions, immediate payment of outstanding pal@amount plus accrued interest and litigatiomfiaur lenders. As of March 31, 2011,
we had a fixed charge coverage ratio of 4.4 tinmesam adjusted debt to adjusted EBITDAR of 1.7 §premaining in compliance with all
covenants related to the borrowing arrangementdeltJour current financing plan, we have a targgtsaed consolidated leverage ratio of
times to 2.25 times.

The table below outlines the calculations of ojusitdd debt to adjusted EBITDAR and fixed chargeecage ratio covenants, as defined in
the credit agreement governing the Revolver, adarth 31, 2011, (in thousands, except ratios):

Twelve Months Endec

March 31, 2011

GAAP net income $ 424,37.
Add: Interest expens 33,63
Rent expens 227,88
Provision for income taxe 272,70(
Depreciation expens 160,40:
Amortization expens (103
Non-cash stock option compensati 15,74:
Write-off of debt issuance cos 21,62¢
Legacy CSK DOJ investigation char 20,90(
Non-GAAP adjusted net income (EBITDAI $ 1,177,415
Interest expens $ 33,63:
Capitalized interes 4,65:
Rent expens 227,88
Total fixed charge $ 266,17.
Fixed charge coverage ra 4.4
GAAP debt $ 498,84¢
Stanc-by letters of credi 74,36"
Discount on senior note 3,441
Six-times rent expens 1,367,33.
Non-GAAP adjusted det $ 1,943,98
Adjusted debt to adjusted EBITDAR ra 1.7

The adjusted debt to adjusted EBITDAR ratio disedsand presented in the table above is not demvadcordance with U.S. GAAP. We do
not, and nor do we suggest investors should, censigth non-GAAP financial measures in isolatiamfy or as a substitute for, GAAP
financial information. We believe that the preséintaof financial results and estimates excluding impact of the CSK DOJ investigation
charge, the gain from the settlement of the nateivable, the charge to write off the balance ditdesuance costs and the presentation of
adjusted debt to adjusted EBITDAR provides meanihgfipplemental information to both managementianestors that is indicative of our
core operations. We exclude these items in judgingperformance and believe this non-GAAP informmais useful to investors as well.
Material limitations of this non-GAAP measure dnattsuch measures do not reflect actual GAAP ansoM¢ compensate for such
limitations by presenting, in the tables above,abeompanying reconciliation to the most directtynparable GAAP measures.
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Share repurchase program:

In January of 2011, our Board of Directors approaeétb00 million share repurchase program. Undeptbgram, we may, from time to time,
repurchase shares of our common stock solely thropgn market purchases effected through a braaedat prevailing market prices,
based on a variety of factors such as price, catpaequirements and overall market conditionsaftiree-year period. We repurchased

2.6 million shares of our common stock as partwfpublicly announced repurchase program duringhiee months ended March 31, 2011,
at an average price per share of $55.54, for hitatastment of $145 million. As of that date, wadh$355 million remaining under our
repurchase program, which is scheduled to expidaituary of 2014. Subsequent to the end of thiegfirarter, we repurchased an additional
1.1 million shares of our common stock at an aveice per share of $56.84, for a total investnoé$63 million.

Store activity:

During the first quarter of 2011, we opened 55 sgaves and closed 12 stores — we plan to operakafol 70 net, new stores in 2011. The
funds required for such planned expansions arectxgpe¢o be provided by cash generated from opeyaiitivities.

CONTRACTUAL OBLIGATIONS

At March 31, 2011, we had long-term debt with miites of less than one year of $1 million and ldagn debt with maturities over one year
of $498 million, representing a total increaselimatstanding debt of $140 million from Decembdy, 2010. The ABL Credit Facility, which
was scheduled to mature in July of 2013, was repiadbretired on January 14, 2011. The 4.875% Sé&fotes issued on January 14, 2011, in
the aggregate principal amount of $500 million, evessued at 99.297% of their face value and mamrd&anuary 14, 2021. Interest on the
4.875% Senior Notes accrues at a rate of 4.875%rparm and is payable on January 14 and July #4df year beginning on July 14, 2011.
Interest is computed on the basis of a 360-day. year

CRITICAL ACCOUNTING ESTIMATES

The preparation of our financial statements in ed@oce with U.S. GAAP requires the application eftain estimates and judgments by
management. Management bases its assumptionsatstiand adjustments on historical experienceggutrends and other factors believed
to be relevant at the time the consolidated fir@rgtatements are prepared. There have been naahatenges in the critical accounting
policies and estimates discussed in our Annual RepoForm 10-K for the year ended December 310201

INFLATION AND SEASONALITY

We have been successful, in many cases, in redttoingffects of merchandise cost increases pritigipg taking advantage of vendor
incentive programs, economies of scale resultinmfincreased volume of purchases and selectiveaforsuying. To the extent our
acquisition cost increased due to base commoditg imcreases industmyide, we have typically been able to pass alongetiecreased cos
through higher retail prices for the affected prdduAs a result, we do not believe our operatltmse been materially, adversely affected by
inflation.

To some extent, our business is seasonal primasily result of the impact of weather conditionswstomer buying patterns. While we have
historically realized operating profits in each gaaof the year, our store sales and profits Has®rically been higher in the second and t
quarters (April through September) than in the firsd fourth quarters (October through March) efykar.

RECENT ACCOUNTING PRONOUNCEMENTS

No recent accounting pronouncements or changescimuating pronouncements have occurred since tiesassed in our Annual Report
Form 10-K for the year ended December 31, 2010,ateof material significance, or have potentiakenial significance, to us.

INTERNET ADDRESS AND ACCESS TO SEC FILINGS

Our Internet address is www.oreillyauto.com. Inséed readers can access our annual reports on EsHnquarterly reports on Form 10-Q,
current reports on Form 8-K, and any amendmeritsase reports filed or furnished pursuant to Sectid(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, through the Biesuand Exchange Commission’s website at wwwggec.Such reports are generally
available on the day they are filed. Additionaile will furnish interested readers, upon requedtfage of charge, a paper copy of such
reports.

Item 3. Quantitative and Qualitative Disclosures Alput Market Risk

We are subject to interest rate risk to the extenborrow against our unsecured revolving credilifg (the “Revolver”) with variable
interest rates based on either a Base Rate or &llap&ate, as defined in the credit agreement gong the Revolver. As of March 31, 2011,
we had no outstanding borrowings under our Revolver
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We invest certain of our excess cash balancesari-gtrm, highly-liquid instruments with maturitie$ 30 days or less. We do not expect any
material losses from our invested cash balancesvaruklieve that our interest rate exposure ismmhi As of March 31, 2011, our cash and
cash equivalents totaled $230 million.

Item 4. Controls and Procedures
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

As of the end of the period covered by this repmut, management, under the supervision and witlpalngcipation of our Chief Executive
Officer and Chief Financial Officer, evaluated #féectiveness of the design and operation of oseldsure controls and procedures pursuant
to Rule 13a-15(b) of the Securities Exchange Ad384, as amended (the “Exchange Act”). Based ahetaluation, the Chief Executive
Officer and the Chief Financial Officer concludéat our disclosure controls and procedures aseoétid of the period covered by this report
are functioning effectively to provide reasonatdswance that the information required to be dssmdy us (including our consolidated
subsidiaries) in reports filed under the Exchangeigrecorded, processed, summarized and repaithoh the time periods specified in the
Securities and Exchange Commission’s rules ands@ma is accumulated and communicated to managemeloding our Chief Executive
Officer and Chief Financial Officer, as appropritdeallow timely decisions regarding required distire.

CHANGES IN INTERNAL CONTROLS

There were no changes in our internal control dvancial reporting during the fiscal quarter ergiMarch 31, 2011, that have materially
affected, or are reasonably likely to materiallieat, our internal control over financial reporting
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

O'Reilly Litigation:

O’'Reilly is currently involved in litigation incidgal to the ordinary conduct of the Company’s besi Although the Company cannot
ascertain the amount of liability that it may indom any of these matters, it does not currengljelve that, in the aggregate, these matters,
taking into account applicable insurance and resenwill have a material adverse effect on its otidated financial position, results of
operations or cash flows in a particular quartesirotual period. In addition, O’Reilly is involved iesolving the governmental investigations
that were being conducted against CSK and CSKradofficers prior to its acquisition by O’Reillgs described below.

CSK Pre-Acquisition Matters — Governmental Invesgt@ns and Actions:

As previously reported, the pre-acquisition Se@siand Exchange Commission (“SEC”) investigatib@ 8K, which commenced in 2006,
was settled in May of 2009 by administrative ord@hout fines, disgorgement or other financial relies. The Department of Justice
(“DOJ")’'s criminal investigation into these sametires as previously disclosed is hear a concluai@his described more fully below. In
addition, the previously reported SEC complaintiastathree former employees of CSK for alleged cmdelated to CSK'’s historical
accounting practices remains ongoing. The actied foy the SEC on July 22, 2009, against Maynardkehkins, the former Chief Executive
Officer of CSK seeking reimbursement from Mr. Jeiskof certain bonuses and stock sale profits patsoaSection 304 of the Sarbanes-
Oxley Act of 2002, as previously reported, alsotoares. However, on March 24, 2011, the partiesifé Stipulation announcing a tentative
settlement agreement had been reached, subjggptoval by the SEC’s Commissioners. At the reqoétite parties, and by Order dated
March 25, 2011, the matter has been stayed pefidaigapproval of the parties’ tentative settlemdrite previously reported DOJ criminal
prosecution of Don Watson, the former Chief Finah€ifficer of CSK, remains ongoing with trial setdommence on or about June 7, 2011.

With respect to the ongoing DOJ investigation i6®K'’s pre-acquisition accounting practices as mfeed above, as previously disclosed,
O’Reilly and the DOJ agreed in principle, subjecfibal documentation, to resolve the DOJ invesiigaof CSK's legacy pre-acquisition
accounting practices. The Company and the DOJmaativork to complete the final documentation nemgstor the execution of the Non-
Prosecution Agreement previously referenced andnpay of the one-time monetary penalty of $20.9ianill also previously reported. The
Company’s total reserve related to the DOJ invasitg of CSK was $21.3 million as of March 31, 20&hich relates to the amount of the
monetary penalty and associated legal costs.

Notwithstanding the agreement in principle with B@J, several of CS's former directors or officers and current or fememployees have
been or may be interviewed or deposed as parirofral, administrative and civil investigations alagivsuits. As described above, certain
former employees of CSK are the subject of civd anminal litigation commenced by the governméitider Delaware law, the charter
documents of the CSK entities and certain inderoaiion agreements, CSK has certain obligationsdemnify these persons and, as a re
O'Reilly is currently incurring legal fees on behaf these persons in relation to pending matt®@ene of these indemnification obligations
and other related costs may not be covered by CiBKigance policies.

As a result of the CSK acquisition, O’Reilly expetd continue to incur ongoing legal fees relatethe indemnity obligations related to the
litigation that has commenced by the DOJ and SECS3K's former employees. O’Reilly has a remainiagarve, with respect to such
indemnification obligations, of $16.8 million at k¢ 31, 2011, which was primarily recorded as auaeed liability in the Company’s
allocation of the purchase price of CSK.

The foregoing governmental investigations and intiication matters are subject to many uncertaimtand, given their complexity and
scope, their final outcome cannot be predictedliattime. It is possible that in a particular geaxr annual period the Company’s results of
operations and cash flows could be materially &by an ultimate unfavorable resolution of suditers, depending, in part, upon the
results of operations or cash flows for such peridawever, at this time, management believes tlamtttimate outcome of all of such
regulatory proceedings and other matters thataneipg, after consideration of applicable researes potentially available insurance
coverage benefits not contemplated in recordedveseshould not have a material adverse effeth@i€ompany’s consolidated financial
condition, results of operations and cash flows.

Item 1A. Risk Factors

As of March 31, 2011, there have been no matehiahges in the risk factors discussed in our AnRegdort on Form 16 for the year ende
December 31, 2010.
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Iltem 2. Unregistered Sales of Equity Securities andse of Proceeds

There were no sales of unregistered securitienghie first quarter ended March 31, 2011. Thefaihg table lists all repurchases during
first quarter ended March 31, 2011, of any of aausities registered under Section 12 of the Exghakct, as amended, by or on behalf of us

or any affiliated purchaser (in thousands, exceptshare amounts):

Issuer Purchases of Equity Securities

Total Number of

Shares
Period Purchased
February 25, 2011, to
February 28, 201 341
March 1, 2011, to March 31,
2011 2,27(
Total as of March 31, 2011 2,611

(1) OnJanuary 11, 2011, we announced a Boardretchirs approved $500 million share repurchaseramgUnder the program, we may,
from time to time, repurchase shares of our comatook, solely through open market purchases efigti®ugh a broker at prevailing

market prices

Subsequent to March 31, 2011, we repurchased atioaddi 1.1 million shares of our common stock ataverage price per share of $56.84,

for a total investment of $63 million.

Average
Price Paid

per Share
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Total Number of

Shares

Purchased as Part of

Publicly Annou
Programs

nced

341

2,27(

2,611

Maximum Dollar Value of

Shares that May Yet Be
Purchased Under the
Programs (1)

$ 481,33¢
354,98¢
$ 354,98¢
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Item 6. Exhibits
Exhibits:

Numbel

4.1

31.1
31.2
32.1
32.2
**101.INS
**101.SCH
**101.CAL
**101.DEF
**101.LAB
**101.PRE

Descriptior

Indenture, dated as of January 14, 2011, amongil/Reitomotive, Inc. as guarantors, and UMB BahkA., as
Trustee, filed as Exhibit 4.1 to the Registrantisrent report on Form 8-K dated January 14, 2@ ihdorporated herein
by this reference

Certificate of the Chief Executive Officer pursuamiSection 302 of the Sarba-Oxley Act of 2002, filed herewitt
Certificate of the Chief Financial Officer pursuantSection 302 of the Sarba-Oxley Act of 2002, filed herewitt
Certificate of the Chief Executive Officer pursuamiSection 906 of the Sarba-Oxley Act of 2002, filed herewitt
Certificate of the Chief Financial Officer pursuantSection 906 of the Sarba-Oxley Act of 2002, filed herewitt
XBRL Instance Documer

XBRL Taxonomy Extension Scher

XBRL Taxonomy Extension Calculation Linkba

XBRL Taxonomy Extension Definition Linkba:

XBRL Taxonomy Extension Label Linkba

XBRL Taxonomy Extension Presentation Linkb.

**  **|n accordance with Rule 406T of RegulationTSthe XBRL related information in Exhibit 101 tieis Quarterly Report on Form 19D-
shall not be deemed to be “filed” for purposes efttbn 18 of the Exchange Act, or otherwise suljethe liability of that section, and
shall not be part of any registration statemerdtber document filed under the Securities Act erExchange Act, except as shall be
expressly set forth by specific reference in stulingf
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the Registrant Hgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

O'REILLY AUTOMOTIVE, INC.

May 9, 2011 /sl Greg Henslee

Date Greg Henslee
Co-President and Chief Executive Officer
(Principal Executive Officer

May 9, 2011 /sl Thomas McFall

Date Thomas McFall
Executive Vice-President of Finance and Chief Faian
Officer (Principal Financial and Accounting Offigs
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Numbel

4.1

31.1
31.2
32.1
32.2
**101.INS
**101.SCH
**101.CAL
**101.DEF
**101.LAB
**101.PRE

INDEX TO EXHIBITS

Descriptior

Indenture, dated as of January 14, 2011, amongill/Reitomotive, Inc. as guarantors, and UMB BahkA., as
Trustee, filed as Exhibit 4.1 to the Registrantisrent report on Form 8-K dated January 14, 2@ ihdorporated herein
by this reference

Certificate of the Chief Executive Officer pursuamiSection 302 of the Sarba-Oxley Act of 2002, filed herewitt
Certificate of the Chief Financial Officer pursuantSection 302 of the Sarba-Oxley Act of 2002, filed herewitt
Certificate of the Chief Executive Officer pursuamiSection 906 of the Sarba-Oxley Act of 2002, filed herewitt
Certificate of the Chief Financial Officer pursuantSection 906 of the Sarba-Oxley Act of 2002, filed herewitt
XBRL Instance Documer

XBRL Taxonomy Extension Scher

XBRL Taxonomy Extension Calculation Linkba

XBRL Taxonomy Extension Definition Linkbat

XBRL Taxonomy Extension Label Linkba

XBRL Taxonomy Extension Presentation Linkb.

**  ** |n accordance with Rule 406T of RegulationTSthe XBRL related information in Exhibit 101 tiei$ Quarterly Report on Form 19-
shall not be deemed to be “filed” for purposes efttbn 18 of the Exchange Act, or otherwise suljethe liability of that section, and
shall not be part of any registration statemerdtber document filed under the Securities Act erfxchange Act, except as shall be
expressly set forth by specific reference in sttt
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Exhibit 31.1 — CEO Certification

O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
CERTIFICATIONS

I, Greg Henslee, certify that:
1. | have reviewed this report on Form-Q of C'Reilly Automotive, Inc.;

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(
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) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being preparec

(b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registradigslosure controls and procedures and presentesi report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

(d) Disclosed in this report any change in thestgnt's internal control over financial reportitigt occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrales financial reporting;
and

5.  The registrant’s other certifying officer(s) anaave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of registrant’s board oédiors (or persons performing the
equivalent functions!

(@) All significant deficiencies and material weakgses in the design or operation of internal cootrer financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the
registran’'s internal control over financial reportir

Date: May 9, 2011 /sl Greg Henslee
Greg Henslee
Ca-President and Chief Executive Offic
(Principal Executive Officer




Exhibit 31.2 — CFO Certification

O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
CERTIFICATIONS

I, Thomas McFall, certify that:
1. | have reviewed this report on Form-Q of C'Reilly Automotive, Inc.;

2. Based on my knowledge, this report does notatormny untrue statement of a material fact or enittate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this reg

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly presentin all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presente(

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) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a.

Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inigh this report is
being preparec

Designed such internal control over financiglaing, or caused such internal control over faiakreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registratisslosure controls and procedures and presenteisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

Disclosed in this report any change in the tegid's internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regrts fourth fiscal quarter in the case of an aimeaport) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrales financial reporting;
and

5.  The registrant’s other certifying officer(s) anaave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of registrant’s board oédiors (or persons performing the
equivalent functions!

a.

Date: May 9, 2011

All significant deficiencies and material weakses in the design or operation of internal corttvelr financial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; an

Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/s/ Thomas McFall

Thomas McFall

Executive Vice President of Finance and Chief FararOfficer
(Principal Financial and Accounting Office




Exhibit 32.1 — CEO Certification
O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES

O'REILLY AUTOMOTIVE, INC.
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the report of O’'Reilly Automogyinc. (the “Company”) on Form 10-Q for the peramttled March 31, 2011, as filed with
the Securities and Exchange Commission on thelgasof (the “Report”), |, Greg Henslee, Chief Exaau Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @22@hat, to the best of my knowledge:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; a

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company

/sl Greg Henslee

Greg Hensle:

Chief Executive Officer
(Principal Executive Officer

May 9, 2011

The foregoing certification is being furnished asexhibit to the Report pursuant to Iltem 601(b)@2Regulation S-K and Section 1350 of
Title 18 of the United States Code and, accordinglyot being filed with the Securities and Exap@@Commission (the “Commission”) as
part of the Report and is not to be incorporateddigrence into any filing of the Company with themmission, whether made before or ¢
the date of the Report, irrespective of any geriacarporation language contained in such filing.

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to the Company and
will be retained by the Company and furnished ® $iecurities and Exchange Commission or its sfaghuequest.



Exhibit 32.2 — CFO Certification
O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES

O'REILLY AUTOMOTIVE, INC.
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the report of O’'Reilly Automogyinc. (the “Company”) on Form 10-Q for the peramttled March 31, 2011, as filed with
the Securities and Exchange Commission on thelgatof (the “Report”), I, Thomas McFall, Chief Firedal Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agp#stbpursuant to Section 906 of the Sarbanes-OMbewf 2002, that, to the best of my
knowledge:

(1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; a

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company

/s/ Thomas McFall

Thomas McFal

Chief Financial Officer

(Principal Financial and Accounting Office

May 9, 2011

The foregoing certification is being furnished asexhibit to the Report pursuant to Iltem 601(b)(@2Regulation S-K and Section 1350 of
Title 18 of the United States Code and, accordinglyot being filed with the Securities and Exap@@Commission (the “Commission”) as
part of the Report and is not to be incorporateddigrence into any filing of the Company with themmission, whether made before or ¢
the date of the Report, irrespective of any geriacarporation language contained in such filing.

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to the Company and
will be retained by the Company and furnished ® $lecurities and Exchange Commission or its sfghuequest



