EDGAROnline

O REILLY AUTOMOTIVE INC

FORM 10-Q

(Quarterly Report)

Filed 11/08/11 for the Period Ending 09/30/11

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

233 S PATTERSON AVE
SPRINGFIELD, MO 65802
417-829-5878

0000898173

ORLY

5531 - Auto and Home Supply Stores
Retail (Specialty)

Services

12/31

Powere 4 &y EDGAROnline

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 September 30, 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 Avenue
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&tedssuer’s classes of common stock as of ttestigracticable date:

Common stock, $0.01 par value — 128,328,282 sharestanding as of October 31, 2011.
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PART | FINANCIAL INFORMATION
Iltem 1. Financial Statements

O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

September 30, 201 December 31, 20:
(Unaudited) (Note)
Assets
Current asset:
Cash and cash equivalel $ 276,71 $ 29,72:
Accounts receivable, n 136,52 121,80°
Amounts receivable from vendc 65,03 61,84¢
Inventory 2,009,40 2,023,48
Deferred income taxe 20,82 33,87
Other current asse 28,01: 30,51
Total current asse 2,536,51. 2,301,25;
Property and equipment, at c 2,951,36' 2,705,43
Less: accumulated depreciation and amortize 893,49. 775,33
Net property and equipme 2,057,87! 1,930,009
Notes receivable, less current port 11,96: 18,041
Goodwill 743,94. 743,97!
Other assets, n 46,49( 54,45¢
Total asset $ 5,396,78 $ 5,047,82
Liabilities and shareholders’ equity
Current liabilities:
Accounts payabl $ 1,190,84 $ 895,73t
Selfinsurance reserve 52,89t 51,19:
Accrued payrol 49,94¢ 52,72t
Accrued benefits and withholdin 39,54« 45,54;
Income taxes payab 12,12¢ 4,82
Other current liabilitie 159,88t 177,50!
Current portion of lon-term debt 804 1,431
Total current liabilities 1,506,04 1,228,95!
Long-term debt, less current portir 796,96. 357,27
Deferred income taxe 76,91¢ 68,73¢
Other liabilities 186,30 183,17
Shareholder equity:
Common stock, $0.01 par value: Authorized shar245;000,000 Issued and
outstanding shares — 128,449,476 as of Septemb@03Q, and 141,025,544 as of
December 31, 201 1,28¢ 1,41(
Additional paic-in capital 1,098,01 1,141,74
Retained earning 1,731,24 2,069,49i
Accumulated other comprehensive | — (2,970
Total shareholde’ equity 2,830,54: 3,209,68!
Total liabilities and sharehold¢ equity $ 5,396,78 $ 5,047,82

Note: The balance sheet at December 31, 2010,desderived from the audited consolidated finarstetements at that date, but does
include all of the information and footnotes regdiby accounting principles generally acceptedhénnited States for complete financial
statements.

See accompanying Notes to condensed consolidaitaacial statements.
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O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(In thousands, except per share data)

Sales
Cost of goods sold, including warehouse and digtioin expense
Gross profit
Selling, general and administrative exper
Legacy CSK DOJ investigation char
Operating incom:
Other income (expense
Write-off of asse-based revolving credit facility debt issuance ¢
Termination of interest rate swap agreem
Interest expens
Interest incom:
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

Three Months Ended

Nine Months Ended

September 30, September 30,
2011 2010 2011 2010
$1,535,45. $1,425,88  $4,397,50° $4,087,19
781,24 732,47 2,254,85 2,102,801
754,21( 693,41! 2,142,65; 1,984,39!
513,16( 488,48 1,482,79 1,414,85!
— 5,90( — 20,90(
241,05( 199,03: 659,85! 548,64(
— — (21,626 —
— — (4,237) —
(7,217 (9,75¢6) (18,706 (31,78)
51€ 51¢ 1,62( 1,40¢
67E 407 1,27¢ 1,84¢
(6,02)) (8,839 (41,670 (28,52))
235,02¢ 190,19: 618,18! 520,11:
86,59( 73,65( 233,50( 206,50(
$ 148,43¢ 116,54:. $ 384,68 $ 313,61:
$ 1.12 0.8 $ 281 % 2.27
132,77 138,83: 136,89! 138,21
$ 1.1C 08z $ 27¢ % 2.2¢
135,03¢ 141,70t 139,18¢ 140,87

See accompanying Notes to condensed consolidataalcial statements.
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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 of property and emapt
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

Nine Months Ended

September 30,
2011 2010
(Note)
$ 384,688 $ 313,61:
123,00¢ 118,81
(26¢) 1,91¢
— (561)
252 —
1,12( 6,41¢
21,62¢ —
(14,705 (11,75%)
19,36: 85,82:
13,72 11,27:
2,164 1,51¢
7,064 4,95¢
(22,117 (23,749
14,08 (84,500
295,15: 124,90¢
22,00¢ 952
(27,007 42,93:
840,14¢ 592,56.
(243,31)  (276,46)
75C 1,86¢
4,36% 4,61(
22€ (4,726)
(237,97)  (274,71)
42,40( 318,20(
(398,400 (672,000
795,96 —
(9,947) —
(1,14%) (5,139
(840,256 —
14,70¢ 11,75¢
41,497 45,58¢
(355,18) (301,590
246,99¢ 16,25¢
29,72! 26,93t
$276,71 $ 43,19:
$185,16: $ 122,05:
14,06¢ 24,19:

Note: Certain prior period amounts have been rsiflad to conform to current period presentation.

See accompanying Notes to condensed consolidatiagdial statements.
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O'REILLY AUTOMOTIVE, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
(Unaudited)
September 30, 2011

NOTE 1 — BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaxdal 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,djlisiments (consisting of normal
recurring accruals) considered necessary for @fagentation have been included. Operating refurlthe three and nine months ended
September 30, 2011, are not necessarily indicafitiee results that may be expected for the yede@mecember 31, 2011. Certain prior
period amounts have been reclassified to conforautrent period presentation. These reclassifinatitad no effect on reported totals for
assets, liabilities, shareholders’ equity, castvél@r net income. For further information, refethe consolidated financial statements and
footnotes thereto included in the Company’s AnRigpport on Form 10-K for the year ended Decembe310.

NOTE 2 — GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill is reviewed annually on November 30 foparment, or more frequently if events or changesusiness conditions indicate that
impairment may exist. Goodwill is not amortizabbe financial statement purposes. During the threerane months ended September 30,
2011, the Company recorded a decrease in goodwdkse than $0.1 million, primarily due to adjustitgeto purchase price allocations rele
to small acquisitions and the provision for incotaees related to exercises of stock options acdiiiréghe 2008 CSK Auto Corporation
(“CSK") acquisition. The Company did not record aggodwill impairment during the three or nine manémnded September 30, 2011. For
the three and nine months ended September 30, EL.Company recorded amortization expense of &lllibn and $4.7 million,
respectively, related to amortizable intangibleegssvhich are included in “Other assets, net"fanaccompanying Condensed Consolidated
Balance Sheets. For the three and nine months eSejgémber 30, 2010, the Company recorded amaotizaxpense of $1.7 million and
$6.6 million, respectively, related to amortizalsiangible assets, which are included in “Otheetsset” on the accompanying Condensed
Consolidated Balance Sheets. The following tatdatifies the components of the Compangmortizable and unamortizable intangible as
as of September 30, 2011, and December 31, 2010diisands):

Cost Accumulated Amortization
September 3C December 3: September 3C December 3:
2011 2010 2011 2010
Amortizable intangible assel
Favorable lease $ 51,66( $ 52,01 $ 22,62 $ 18,32¢
Other 64¢ 57¢ 397 30¢
Total amortizable intangible ass: $ 52,30¢ $ 52,58¢ $ 23,01¢ $ 18,63¢
Unamortizable intangible asse
Goodwill $ 743,94 $ 743,97
Total unamortizable intangible ass $ 743,94 $ 743,97

The favorable lease assets, included in the tddaieeg 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 10.2 years as of September 30, 2@1dddition, the Company recorded a liability foetvalues of operating leases with
unfavorable terms, acquired in the acquisition 8KCtotaling $49.4 million at September 30, 201id &49.6 million at December 31, 2010.
These unfavorable leases had an estimated weightrdge remaining useful life of approximately $e@rs as of September 30, 2011.
During the three and nine months ended Septemh&03Q, the Company recognized an amortized bewfe$it.8 million and $5.1 million,
respectively, related to these unfavorable opegdéases. During the three and nine months endei®ber 30, 2010, the Company
recognized an amortized benefit of $1.8 million $4d million, respectively, related to these unfable operating leases. The carrying
amount, net of accumulated amortization, of thegavorable lease liabilities was $24.4 million &#9.5 million as of September 30, 2011,
and December 31, 2010, respectively, and is indudéOther liabilities” on the accompanying Conded Consolidated Balance Sheets.
These unfavorable lease liabilities are not inctlids a component of the Company'’s closed storeweseavhich are discussed in Note 4.
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NOTE 3 — LONG-TERM DEBT

The following table identifies the amounts includedCurrent portion of long-term debt” and “Longrin debt, less current portion” on the
accompanying Condensed Consolidated Balance ShgefsSeptember 30, 2011, and December 31, 201Rdirsands):

September 3C December 31
2011 2010

Capital leases $ 1,557 $ 2,70¢
4.875% Senior Notes due 20@ 496,73! —
4.625% Senior Notes due 20@ 299,48( —
Revolver — —
ABL Credit Facility — 356,00(
Total debt and capital lease obligatic 797,76¢ 358,70
Current portion of lon-term debt 804 1,431
Long-term debt, less current porti $ 796,96. $ 357,27:

@ Net of unamortized original issuance discount aB$8illion
@ Net of unamortized original issuance discount ab$gillion

Asse-based revolving credit facility:

On July 11, 2008, the Company entered into a cegfitement for a five-year asset-based revolviaditfacility (the “ABL Credit Facility),
which was scheduled to mature in July of 2013. At&@nber 31, 2010, the Company had outstandingwmgs of $356.0 million under the
ABL Credit Facility, of which $106.0 million wereot covered under an interest rate swap contratbukstanding borrowings under the A
Credit Facility were repaid, and all related instnete swap contracts were terminated on JanygrgQil1, and the ABL Credit Facility was
retired concurrent with the issuance of the Comjm#y875% Senior Notes due 2021, as further desdrielow. In conjunction with the
retirement of the Company’s ABL Credit Facilityet@ompany recognized a one-time non-cash chargetm off the balance of debt
issuance costs related to the ABL Credit Facilitytie amount of $21.6 million and a one-time chasadated to the termination of the
Company’s interest rate swap contracts in the atnaup4.2 million, which are included in “Other imme (expense)” on the accompanying
Condensed Consolidated Statements of Income famitteemonths ended September 30, 2011.

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&nd Barclays Capital, which was scheduled to redtuJanuary of 2016. On
September 9, 2011, the Company amended the cggdiément (the “Credit Agreement”), decreasing tigregate commitments under the
Revolver to $660 million, extending the maturitytelan the Credit Agreement to September of 2016raddcing the facility fee and interest
rate margins for borrowings under the Revolvercdnjunction with the amendment to the Credit Agreatmthe Company recognized a one-
time charge related to the modification in the antaf $0.3 million, which is included in “Other inme (expense)” on the accompanying
Condensed Consolidated Statements of Income fdhtke and nine months ended September 30, 20EICTddit Agreement includes a
$200 million sub-limit for the issuance of lett@fscredit and a $75 million sub-limit for swing érborrowings under the Revolver. As
described in the Credit Agreement governing thedReyr, the Company may, from time to time subjectértain conditions, increase the
aggregate commitments under the Revolver by u2@® $nillion. As of September 30, 2011, the Complaag outstanding letters of credit,
primarily to satisfy workers’ compensation, gendiatbility and other insurance policies, in the ambof $68.1 million, reducing the
aggregate availability under the Revolver by thmbant. As of September 30, 2011, the Company hazligianding borrowings under the
Revolver.

Borrowings under the Revolver (other than swing lioans) bear interest, at the Company’s optioaither the Base Rate or Eurodollar Rate
(both as defined in the Credit Agreement) plus aginahat varies from 0.975% to 1.600% in the cafSleans bearing interest at the
Eurodollar Rate and 0.000% to 0.600% in the cadeanfs bearing interest at the Base Rate, in eash lsased upon the better of the ratings
assigned to the Company’s debt by Moody’s InveSemvice, Inc. (“Moody’s”) and Standard & Poor’'s RatServices (“S&P”). Swing line
loans made under the Revolver bear interest dBélse Rate plus the applicable margin describedeabmaddition, the Company pays a
facility fee on the aggregate amount of the comraitta in an amount equal to a percentage of sucim@oments, varying from 0.150% to
0.400% based upon the better of the ratings assignéne Company’s debt by Moody’s and S&P. Basethe Company’s current credit
ratings, its margin for Base Rate loans is 0.27&84margin for Eurodollar Rate loans is 1.275% #sdacility fee is 0.225%.

The Credit Agreement contains certain debt covenavttich include limitations on total outstandingtowings, a minimum fixed charge
coverage ratio of 2.0 times through December 31220.25 times through December 31, 2014; 2.5 titnesigh maturity; and a maximum
adjusted consolidated leverage ratio of 3.0 tirhesugh maturity. The consolidated leverage ratiduides a calculation of adjusted earnings
before interest, taxes, depreciation, amortizatient and stock option compensation expense to
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adjusted debt. Adjusted debt includes outstandaiyy, butstanding stand-by letters of credit, tiixes rent expense and excludes any prer

or discount recorded in conjunction with the issieaf long-term debt. In the event that the Compstrould default on any covenant
contained within the Credit Agreement, certain@timay be taken, including, but not limited tosgible termination of credit extensions,
immediate payment of outstanding principal amouns pccrued interest and litigation from lenders.oA September 30, 2011, the Company
remained in compliance with all covenants relatethé borrowing arrangements.

Senior notes:
4.875% Senior Notes due 2021

On January 14, 2011, the Company issued $500 mélggregate principal amount of unsecured 4.8758t068lotes due 2021 (“4.875%
Senior Notes due 2021") at a price to the publi®®@297% of their face value with United Missoudri, N.A. (“UMB”) as trustee. Interest
on the 4.875% Senior Notes due 2021 is payableonaly 14 and July 14 of each year, which begalutnl4, 2011, and is computed on
the basis of a 360-day year. The net proceeds thenssuance of the 4.875% Senior Notes due 2024 used to repay all of the Company’s
outstanding borrowings under its ABL Credit Fagikind to pay fees and expenses related to tharaffand costs associated with termina
the Company’s existing interest rate swap agreemeith the remainder used for general corporatpgaes.

4.625% Senior Notes due 2021

On September 19, 2011, the Company issued $30@mibgregate principal amount of unsecured 4.638%or Notes due 2021 (“4.625%
Senior Notes due 2021") at a price to the publi®®B26% of their face value with UMB as trustedetest on the 4.625% Senior Notes due
2021 is payable on March 15 and September 15 &f year beginning on March 15, 2012, and is compatethe basis of a 360-day year.
The net proceeds from the issuance of the 4.625%06Hotes due 2021 were used to pay fees and egpaelated to the offering, with the
remainder intended to be used to repay borrowingstanding from time to time under the Revolver fordyeneral corporate purposes,
including share repurchases.

The senior notes are guaranteed on a senior ureskbasis by each of the Company’s subsidiariestgiiiary Guarantors”) that incurs or
guarantees the Company’s obligations under the @agrip credit facility or certain other debt of tBempany or any of the Subsidiary
Guarantors. The guarantees are full and unconditiamd joint and several. Each of the Subsidiargr@ators is wholly-owned, directly or
indirectly, by the Company and the Company hasidependent assets or operations other than thasesoibsidiaries. The only direct or
indirect subsidiaries of the Company that wouldlm@Subsidiary Guarantors would be minor subsigsafo minor subsidiaries exist today.
Neither the Company, nor any of its Subsidiary @uators, are subject to any material or signifigastrictions on the Compa'’s ability to
obtain funds from its subsidiaries by dividend@an or to transfer assets from such subsidianegpt as provided by applicable law. Eac
the senior notes is subject to certain customavgmrants, with which the Company complied as of &aper 30, 2011.

NOTE 4 — EXIT ACTIVITIES

The Company maintains reserves for closed stord®ter 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, related to the
planned involuntary termination of employees periimig overlapping or duplicative functions. The Canyp completed all restructuring
activities related to these employee separatidnilii@s during 2011, and the reserve had no reingibalance as of September 30, 2011.

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, contiamtgapancy costs and lease termination fees thitgeclosing 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 subleaseniiecand future cash flows based on the Company’sreeqce 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 madeflaect changes in estimated sublease incometoalamontracted exit costs, which vary
from original estimates, and are made for matehainges in estimates in the period in which thexgha become known.

Revisions to estimates in closure reserves foestand administrative office and distribution fiiei include changes in the estimates of
sublease agreements, changes in assumptions ofisatiore and office closure activities, changesssumed leasing arrangements and a
exit costs since the inception of the exit actastiRevisions to estimates for employee separhdibitities included changes in assumptions
surrounding the timing required to consolidateaartuplicative administration functions since theeption of the exit activities.

8



Table of Contents

The following table identifies the closure reserf@sstores, administrative office and distributi@gilities, and reserves for employee
separation costs at September 30, 2011, and Dec&hp2010 (in thousands):

Administrative Office and Employee
Store Closure Separatior
Distribution Facilities
Liabilities Closure Liabilities Liabilities
Balance at December 31, 2010: $ 13,97: $ 5,60¢ $ 1,15¢
Additions and accretio 52¢ 24¢€ —
Payment: (2,847) (1,969 (912
Revisions to estimate 137 21F (249
Balance at September 30, 20 $ 11,79 $ 4,102 $ —

The cumulative amount incurred in closure resefeestores from the inception of the exit activityough September 30, 2011, was $24.1
million. The cumulative amount incurred in admiragive office and distribution facilities from tlieception of the exit activity through
September 30, 2011, was $9.8 million. The balafid®th these reserves is included in “Other curliahilities” and “Other liabilities"on the
accompanying Condensed Consolidated Balance Shastsl upon the dates when the reserves are expedtedettled. The cumulative
amount incurred for employee separation liabilifiesn the inception of the exit activity was $2®#lion through September 30, 2011. The
reserve balance for employee separation liabiltias included in “Accrued payroll” on the accompiagyCondensed Consolidated Balance
Sheets at December 31, 2010.

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

The Company entered into various interest rate sseapracts with various counterparties to mitigedash flow risk associated with floating
interest rates on outstanding borrowings undekBk Credit Facility (see Note 3). The swap contsasere designated as cash flow hedges
with interest payments designed to offset the @gepayments for borrowings under the ABL Creditilig that corresponded with the
notional amounts of the swaps. The fair valuehefGompany’s outstanding hedges were recordediasiléy in the accompanying
Condensed Consolidated Balance Sheets at Decerhp20B0. The effective portion of the change in failue of the Company’s cash flow
hedges was recorded as a component of “Accumuddlent comprehensive loss” and any ineffectiveness iecognized in earnings in the
period of ineffectiveness. On September 16, 20t8,af the swap contracts was terminated at the @ogip request and was deemed to be
ineffective as of the termination date. The Compaatpgnized $0.1 million in “Other income (experis®) the accompanying Condensed
Consolidated Statements of Income for the threenimel months ended September 30, 2010, as a ofghk hedge ineffectiveness. All
remaining interest rate swap contracts were ter@éhat the Company’s request on January 14, 2@htucrent with the retirement of the
ABL Credit Facility and the issuance of its 4.875¥%nior Notes due 2021, as discussed in Note 3.rAsut of this termination, the Compe
recognized a charge of $4.2 million, which wasudeld as a component of “Other income (expensejhemccompanying Condensed
Consolidated Statements of Income for the nine hwahded September 30, 2011. As of September 2@, e Company did not hold any
instruments that qualified as cash flow hedge d¢irres.

The table below outlines the effects the Compaugrivative financial instruments had on its acpanying Condensed Consolidated Balz
Sheets as of September 30, 2011, and Decembe®3Q (id thousands):

Amount of Loss Recognized in

Fair Value of Derivative, Recorded Accumulated Other
as Payable to Counterparties in Comprehensive Loss on
“Other current liabilities” Fair Value of Derivative, Tax Effect Derivative, net of tax
September 3C September 3C September 3C
Derivatives Designated as December 31, December 31, December 31,
Hedging Instruments 2011 2010 2011 2010 2011 2010
Interest rate swap contracts  $ — $ 4,84¢ $ — $ 1,87¢ $ — $ 2,97(

The table below outlines the effects the Compadgtivative financial instruments had on its acconyrag Condensed Consolidated
Statements of Income for the three and nine masrtded September 30, 2011 and 2010 (in thousands):

Location and Amount of Loss Recognized in Income oBerivative

Derivatives Designated as Three months ended September 30, Nine months ended September 30,
Hedging Instruments 2011 2010 2011 2010
Interest rate swap contracts Other income Other incom Other income Other incom:

(expense) $— (expense  $(65) (expense)  $(4,237) (expense  $(65)
9
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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 identicsieds 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 forgolw:

. Level 1- Observable inputs that reflect quoted prices iivagharkets
. Level 2— Inputs other than quoted prices in active markeds are either directly or indirectly observat

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

Senior notes:

The carrying amounts of the Company’s senior natesncluded in “Long-term debt, less current martion the accompanying Condensed
Consolidated Balance Sheets as of September 3@, Zog table below identifies the estimated falugaf the Company’s senior notes as of
September 30, 2011, which was determined by reertmquoted market prices (Level 1) (in thousands)

September 30, 2011
Quoted Prices in
Active Markets for

Identical Significant Other Significant
Instruments Observable Inputs Unobservable Inputs
(Level 1) (Level 2) (Level 3) Total
4.875% Senior Notes due 2021 $ 519,40( $ — $ — $519,40(
4.625% Senior Notes due 20 $ 301,77( — — 301,77(

Interest rate swap contrac:

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 contracts that existed as of DeceBihed010, were terminated at the
Companys request on January 14, 2011, concurrent withettiement of the ABL Credit Facility and the issga of its 4.875% Senior Not
due 2021, as discussed in Note 3 and Note 5. The below identifies the fair value of the Compamniyiterest rate swap contracts as of
December 31, 2010 (in thousands):

December 31, 2010
Quoted Prices in
Active Markets for

Identical Significant Other Significant
Instruments Observable Inputs Unobservable Inputs
(Level 1) (Level 2) (Level 3) Total
Interest rate swap contracts $ — $ (4,845 $ — $(4,84%)

Asse-based revolving credit facility

The Company determined that the estimated fairevaftits ABL Credit Facility, as discussed in N8teapproximated the carrying amount of
$356.0 million at December 31, 2010, which is ided in “Long-term debt, less current portion” oa ttccompanying Condensed
Consolidated Balance Sheets as of December 31, Z0&8e valuations were determined by consultimgstment bankers, the Company’s
observations of the value tendered by counterantieving into and out of the facility and an anaysf the changes in credit spreads for
comparable companies in the industry (Level 2).0dlistanding borrowings under the ABL Credit Fagivere repaid on January 14, 2011,
and the facility was retired concurrent with theuiance of the Company’s 4.875% Senior Notes du# @82liscussed in Note 3.
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Other financial instruments:

The Company’s Condensed Consolidated Balance Sime&ide other financial instruments, includingltasnd cash equivalents, accounts
receivable, amounts receivable from vendors anduatts payable. Due to the short-term nature oftfieancial instruments, the Company
believes that the carrying values of these instnimapproximate their fair values.

NOTE 7 - SHAREHOLDERS'’ EQUITY
Accumulated other comprehensive Ic

Unrealized losses, net of tax, from interest ratepscontracts that qualified as cash flow hedge® weluded in “Accumulated other
comprehensive loss” on the accompanying Condenseddlidated Balance Sheets as of December 31, 231iscussed in Notes 3 and 5,
all interest rate swap contracts were terminatedaomary 14, 2011. No adjustments were made touatated other comprehensive loss”
for the three months ended September 30, 2011adjustment to “Accumulated other comprehensive’lfmssthe nine months ended
September 30, 2011, totaled $4.8 million with aesponding tax asset of $1.8 million, resultinginet of tax effect of $3.0 million. The
following table identifies the changes in “Accumield other comprehensive loss” on the accompanyomgi€nsed Consolidated Balance
Sheets for the nine months ended September 30, (R0fliousands):

Changes in
Unrealized Losse

on Cash Flow

Hedges
Balance at December 31, 2010: $ (2,970
Period chang 2,97(
Balance at September 30, 201: $ —

Comprehensive income for the three and nine mamtdsd September 30, 2011, was $148.4 million aBd.$3illion, respectively.
Comprehensive income for the three and nine mamtded September 30, 2010, was $117.9 million add.$3illion, respectively.

Share repurchase program:

On January 11, 2011, the Company’s Board of Dirscpproved a $500 million share repurchase progtarder 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 ofdiecsuch as price, corporate trading policy rezmaénts and overall market conditions, for a
three-year period. On August 5, 2011, the CompaBgard of Directors approved a resolution to insestihe authorization under the share
repurchase program by an additional $500 milliaising the cumulative authorization under the sheparchase program to $1 billion. The
additional $500 million authorization is effectifar a three-year period, beginning on August 5,1220the Company and its Board of
Directors may increase or otherwise modify, rergwgpend or terminate the share repurchase prodrany dme, without prior notice.

The Company repurchased 8.2 million shares ofotlsmaon stock under its publicly announced sharerodyase program during the three
months ended September 30, 2011, at an averagepmicshare of $61.51, for a total investment @235 million. The Company repurchas
14.1 million shares of its common stock under fitars repurchase program during the nine monthsdeBdptember 30, 2011, at an average
price per share of $59.69, for a total investmé$i8210.0 million. As of September 30, 2011, the @amy had $160.0 million remaining
under its share repurchase program. From Octold111,, through and including November 8, 2011,Gbenpany repurchased 0.3 million
shares of its common stock at an average pric6983, for a total investment of $19.2 million.

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

The Company recognizes share-based compensatiensxpased on the fair value of the grants, awarslkares at the time of the grant,
award or issuance. Share-based payments include gpdion awards issued under the Company’s emplsyack 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.

Stock options

The Company’s stock-based incentive plans prowadéhie granting of stock options for the purchaseommon stock of the Company to
directors and certain key employees of the Comp@pyions are granted at an exercise price thajusleo 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 thespdxipire after ten years and typically vest 25%ygar, over 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 identifies the stock option actividuring the nine months ended September 30, 2011:
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Weighted-
Average Exercisi
Shares Price
Outstanding at December 31, 2010 8,394,85: $ 30.3i
Granted 1,282,86! 59.97
Exercisec (1,344,16) 26.8:
Forfeited (554,220 41.1¢
Outstanding at September 30, 2( 7,779,33 35.1¢4
Exercisable at September 30, 2( 4,113,98. $ 26.7:

The Company recognized stock option compensatiperese of $4.6 million and $13.7 million for thedlrand nine months ended
September 30, 2011, respectively, and recognizemrasponding income tax benefit of $1.8 milliord&%.3 million, respectively. The
Company recognized stock option compensation expen$3.8 million and $11.3 million for the threedanine months ended September 30,
2010, respectively, and recognized a corresponditgme tax benefit of $1.5 million and $4.3 millioespectively.

The fair value of each stock option grant is estedan the date of the grant using the Black-Schoj#ion pricing model. The Blackeholes
model requires the use of assumptions, includinmeeted volatility, expected life, the risk freeeraind the expected dividend yield. Expected
volatility is based upon the historical volatilibf the Company’s stock. Expected life represergsperiod of time that options granted are
expected to be outstanding. The Company uses icstoiata and experience to estimate the expeifeedfloptions granted. The risk free
interest rates for periods within the contractifal 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 table below identifies the weighted-averagemgsions used for grants issued for the nine moatited September 30, 2011 and 2010:

Nine Months Ended
September 30,
2011 2010

Risk free interest rate 1.31% 1.8(%
Expected life 3.8 Year: 4.3 Year

Expected volatility 33.3% 34.(%
Expected dividend yiel — % — %

The weighted-average grant-date fair value of otigranted during the nine months ended Septenth@031, was $16.26 compared to
$13.58 for the nine months ended September 30,. 20&Oremaining unrecognized compensation expesiated to unvested awards at
September 30, 2011, was $38.0 million, and the ktedlyaverage period of time over which this costlva recognized is 2.8 years.

Other share-based compensation and benefit plans

The Company sponsors other share-based compenaatidrenefit plans including an employee stock fpase plan, which permits all
eligible employees to purchase shares of the Coypanmmon stock at 85% of the fair market valupgegormance incentive plan under
which the Company’s senior management is awardacbslof restricted stock that vest equally ovéwed-year period, and a compensation
plan under which the Company’s independent direcioe awarded shares of restricted stock thateegstlly over a three-year period.
Compensation expense recognized under these glamsaisured based on the market price of the Cortgpemyimon stock on the date of
award and is recorded over the vesting period.rigutfie three and nine months ended September 3@, #& Company recorded $0.8
million and $2.2 million of compensation expenselenefits provided under these plans, respectieglgl a corresponding income tax bel
of $0.2 million and $0.8 million, respectively. Dog the three and nine months ended Septembe030, 2he Company recorded $0.5
million and $1.5 million of compensation expenselienefits provided under these plans, respectieelgl recognized a corresponding
income tax benefit of $0.2 million and $0.6 millimespectively.

NOTE 9 — EARNINGS PER SHARE

The table below summarizes the computation of basitdiluted earnings per share for the three amlmonths ended September 30, 2011
and 2010 (in thousands, except per share data):
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Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Numerator (basic and dilutec
Net income $148,43! $116,54: $384,68! $313,61:
Denominator
Denominator for basic earnings per s weighte-average share 132,77 138,83: 136,89! 138,21¢
Effect of stock options (see Note 2,25¢ 2,23¢ 2,28¢ 2,192
Effect of exchangeable not — 63¢ — 462
Denominator for diluted earnings per share— adglisteighted-
average shares and assumed conve 135,03: 141,70¢ 139,18: 140,87-
Earnings per sha-basic $ 11z $ 08 $§ 281 $§ 227
Earnings per sha-assuming dilutior $ 1.1C $ 0.82 $ 2.7¢ $ 2.2:

For the three and nine months ended Septembel03@,&hd 2010, the computation of diluted earnirgysspare did not include certain
common stock equivalents. These common stock elgmitgarepresent underlying stock options not inetlh the computation of diluted
earnings per share, because the inclusion of syugkiaents would have been antidilutive. The tddaéow identifies the antidilutive stock
options for the three and nine months ended SepeBth 2011 and 2010 (in thousands, except pee stwa):

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
Antidilutive stock options 1,43¢ 90¢ 1,61¢€ 1,54(
Weighte-average exercise pris $59.7¢ $46.6( $58.97  $43.1¢

The exchangeable notes were retired in Decemb201d, and therefore had no dilutive effect on 2fsLilts. Incremental net shares for the
exchange feature of the exchangeable notes wdtelgdtin the diluted earnings per share calculdioithe three and nine months ended
September 30, 2010.

NOTE 10 — LEGAL MATTERS
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 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 quartesirutual 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 Invest@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 reles. With respect to the Department of
Justice (“DOJ") investigation into CSK’s pre-acqtie accounting practices, CSK, O’Reilly and th®Dexecuted a Non-Prosecution
Agreement (“NPA”") in August of 2011. As a resultirohg the third quarter of 2011, the Company ph&lgreviously disclosed one-time
monetary penalty of $20.9 million. With the cometof the NPA, these governmental investigation€8K regarding its legacy pre-
acquisition accounting practices have concluded.

Notwithstanding the Nc-Prosecution Agreement with the DOJ, several of 83#tmer directors or officers and current or f@memployees
have been or may be interviewed or deposed a®pariminal, administrative and civil investigatioand lawsuits. As described below,
certain former employees of CSK are the subjeciwfand criminal litigation commenced by the govment. Under Delaware law, the
charter documents of the CSK entities and certadermnification agreements, CSK has certain obbgatio indemnify these persons and, as
a result, O'Reilly is currently incurring legal feen behalf of these persons in relation to theselipg and unresolved matters. Some of these
indemnification obligations and other related casés/ not be covered by CSK'’s insurance policies.
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As previously reported, on May 13, 2011, former GSiidef Financial Officer Don Watson pled guiltydoe count of conspiracy to commit
securities fraud and mail fraud. He was sentenceSeptember 19, 2011. With Watson’s guilty plea sewtencing, his criminal proceeding
has reached finality. CSK'’s former Controller andnfier Director of Credit and Receivables pled guilt obstruction of justice and are
scheduled to be sentenced on November 7, 2018ditian, the previously reported SEC complaint agathese same three former
employees for alleged misconduct related to CSk§®hcal accounting practices remains ongoing.

The action filed by the SEC on July 22, 2009, agfavtaynard L. Jenkins, the former Chief Executiiider of CSK, seeking reimbursement
from Mr. Jenkins of certain bonuses and stock pedéits pursuant to Section 304 of the Sarbaneg&lct of 2002, as previously reported,
also continues. On August 10, 2011, the partieg wedered to mediation on September 27, 2011.

As a result of the CSK acquisition, O’Reilly hasunred and expects to continue to incur additidegdl fees and expenses related to the
indemnity obligations arising from the litigatioommenced by the DOJ and SEC of CSK’s former emgeymtil final resolution of the
remaining matters as described more fully abov&eily has a remaining reserve, with respect tartidemnification obligations of $15.7
million at September 30, 2011, which relates tdlmtpected additional legal fees and expensesoating tpayment of those legal fees and
expenses already incurred and which were primegitprded as an assumed liability in the Companiosation 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 predictediiattime. It is possible that in a particular gear annual period the Company’s results of
operations and cash flows could be materially &f@dy an ultimate resolution of such matters, ddpwy, in part, upon the results of
operations or cash flows for such period. Howeaktthis time, management believes that the ultirmateome of all of such regulatory
proceedings and other matters that are pendirgy, @hsideration of applicable reserves and pakavailable insurance coverage benefits
not contemplated in recorded reserves, should ane b material adverse effect on the Company’satisiaded financial condition, results of
operations or cash flows.

NOTE 11 — RECENT ACCOUNTING PRONOUNCEMENTS

In May of 2011, the Financial Accounting StandaBdsrd (“FASB”) issued Accounting Standards UpdégesU”) No. 2011-04,
Amendments to Achieve Common Fair Value MeasureanenDisclosure Requirements in U.S. GAAP and fatiional Financial Reportini
Standardg“2011-04"). ASU 2011-04 was issued to bring thérdgon of fair value, the guidance for fair valneeasurement and the
disclosure requirements under U.S. GAAP and Intevnal Financial Reporting Standards (*IFRS”) indiwith one another. ASU 2011-04
also enhances the disclosure requirements for elseemgd transfers within the valuation hierarcheleyvparticularly valuations in Level 3 fair
value measurements, and is effective for periogiinéng after December 15, 2011. The applicatiothisf guidance affects disclosures only
and therefore, will not have an impact on the Camyfsaconsolidated financial condition, results pkoations or cash flows.

In June of 2011, the FASB issued ASU No. 2011Rgsentation of Comprehensive Incoft#011-05"). ASU 2011-05 was issued to
improve the comparability of financial reportingtlveen U.S. GAAP and IFRS, and eliminates previol$. (GAAP guidance that allowed an
entity to present components of other comprehenso@ne (“OCI”) as part of its statement of changpeshareholders’ equity. With the
issuance of ASU 2011-05, companies are now reqtireeiport all components of OCI either in a singdatinuous statement of total
comprehensive income, which includes componenk®tf OCI and net income, or in a separate stateapgearing consecutively with the
statement of income. ASU 2011-05 does not affemeot guidance for the accounting of the componeh@Cl, or which items are included
within total comprehensive income, and is effecfiveperiods beginning after December 15, 2011h wirly adoption permitted. The
application of this guidance affects presentatioly and therefore, will not have an impact on tlwrpanys consolidated financial conditic
results of operations or cash flows.

In September of 2011, the FASB issued ASU No. 208 TFesting Goodwill for Impairmer{t2011-08”). ASU 2011-08 was issued to
simplify the impairment test of goodwill, by allomg entities to use a qualitative approach to datexwhether goodwill impairment might
exist, before completing the entire impairment.telstder ASU 2011-08, an entity has the optionitst fassess any qualitative factors that
would lead to a determination that it is more kk#lan not that the fair value of a reporting usitess than its carrying amount. The changes
under ASU 2011-08 are effective for public compari@ annual and interim testing performed for pasi beginning after December 15,
2011, with early adoption permitted. The Company adopt this guidance with its 2011 annual impanhntesting. The application of this
guidance is not anticipated to impact the Compaagissolidated financial condition, results of opierss or cash flows.
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Iltem 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

” " w

Unless otherwise indicated, “we,” “us,
Automotive, Inc. and its subsidiaries.

our” aniinglar terms, as well as references to the “CompanyO’Reilly” refer to O’Reilly

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:

+ aCompany overview

» an overview of the key drivers of demand for theomotive aftermarke!

* recent events and developmel

» our results of operations for the third quarterd aime month periods ended September 30, 2011 @t
e our liquidity and capital resource

* any contractual obligations to which we are comeudit

» our critical accounting estimate

» the inflation and seasonality of our business;

* recent accounting pronouncements that affect ounpemy.

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
forwarddooking statements, such as statements discussimgng other things, expected growth, store devedmpnntegration and expansi
strategy, business strategies, future revenuefuaine performance. These forward-looking stateant based on estimates, projections,
beliefs and assumptions and are not guaranteesguwéfevents and results. Such statements arecstbjesks, uncertainties and assumptions,
including, but not limited to, competition, prodwt#mand, the market for auto parts, the econonggireral, inflation, consumer debt levels,
governmental approvals, our increased debt leesdslit ratings on our public debt, our ability tioeehand retain qualified employees, risks
associated with the performance of acquired busasesuch as CSK Auto Corporation (“CSKigather, terrorist activities, war and the th
of war. Actual results may materially differ fromt&ipated results described or implied in thesaérd-looking statements. Please refer to
the “Risk Factors” section of our annual reportrammm 10-K for the year ended December 31, 2010adalitional factors that could
materially affect our financial performance.

COMPANY OVERVIEW

We are one of the largest specialty retailers tdraotive aftermarket parts, tools, supplies, eqe@ptrand accessories in the U.S., selling our
products to both do-it-yourself (“DIY") customersdaprofessional service providers. During the tljuérter ended September 30, 2011, we
opened 50 stores, and did not close any storesndptive nine months ended September 30, 2011, weenb149 stores, and closed 12 stores.
As of September 30, 2011, we operated 3,707 storgs states.

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

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

e maintenance items, such as oil, antifreeze, flfillers, wiper blades, lighting, engine additiveasd appearance products; ¢
» accessories, such as floor mats, seat covers aeiddccessorie:

Many of our stores offer enhanced services andrpmg to our customers, including those identifiebbt:
» used oil and battery recyclin
» battery diagnostic testin
» electrical and module testin
» loaner tool progran
+ drum and rotor resurfacin
e custom hydraulic hose
» professional paint shop mixing and related materiad



machine shop:
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Our strategy is to open new stores to achieve greanetration into existing markets and expansitmnew, contiguous markets. We plan to
open 170 net, new stores in 2011. We typically apem stores either by (i) constructing a new shtre site we purchase or lease and
stocking the new store with fixtures and inventdity,acquiring an independently owned auto paitses typically by the purchase of
substantially all of the inventory and other asgetiser than realty) of such store, or (iii) pursimg multi-store chains. We believe that our
dual market strategy of targeting both the DIY itetastomer and professional service provider parsét us extremely well to take advantage
of growth in the automotive aftermarket business. Wlieve our investment in store growth will baded with the cash flows expected to be
generated by our existing operations and througlilahle borrowings under our existing credit fagili

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” afteatives. Our sales and total gross margin
dollars are highest for the “best” quality categofyroducts. Our customer’s willingness to sefgoiducts at a higher point on the value
spectrum is a driver of sales and profitability éar business. We believe that the average conssiteadency 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 ostorners to be more willing to return to purchasipgn the value spectrum in the future as
the U.S. economy recovers.

KEY DEMAND DRIVERS OF THE AUTOMOTIVE AFTERMARKET

We believe that the number of U.S. miles drivermbar of U.S. registered vehicles, new light vehielgistrations, average vehicle age,
unperformed maintenance and unemployment are kegrdrof current and future demand of products gottin 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 steatfijreased. 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. increasgddb7%, however, the number of miles driven hasefsed by 1.3% through the first eight
months of 2011. Historically, rapid increases isajme prices have negatively impacted U.S. totédgrdriven as consumers reacted to the
increased expense by reducing travel. AccordingedJ.S. Energy Information Administration, yearelate through September of 2011,
average gasoline prices have increased 15% whepareohto an increase of 4% for the same perio®1®2We believe that as the U.S.
economy recovers and gasoline prices stabilizejamiles driven will return to historical growthtes and continue to drive demand in the
industry.

Number of U.S. registered vehic:

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 totaiber of registered vehicles increasing 15%, f2@& million light vehicles in 2001 to

240 million in 2010. New light vehicle registrat®mrhowever, have declined over the past decade E6®1 to 2009, new car registrations in
the U.S. decreased by 40%, from 17.3 million in26910.3 million vehicles in 2009, the lowest lewethe past decade. During 2010, new
light vehicle registrations increased 11%, as corewconfidence in the economy improved. As of Saptr 30, 2011, the seasonally adju
annual rate (“SAAR”) of sales of total light velaslin the U.S. increased to 13 million vehiclesitcming a steady upward trend since mid-
2009; however, the monthly SAAR of sales of toigit vehicles remains below historical ten yeaesaBased on the current economic
environment, we believe new light vehicle registmas will remain below historic levels and consuseill continue to keep their vehicles
longer and drive them at higher miles, continuimg 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 9.3 years for passenger cars
and 8.4 years for light trucks in 2001 to 11.0 &0dL years in 2010, respectively. We believe thisgéase in average age can be attributed to
better engineered and built vehicles, which carebably driven at higher miles due to better giygliower trains and interiors and exteriors,
below historical levels of new car sales over thstppwo years and the consumers’ willingness teshin maintaining their higher-mileage,
better built vehicles. As the average age of tHaoke on the road increases, a larger percentaggle$ are being driven by vehicles which
are outside of manufacturer warranty. These owtrafranty, older vehicles generate strong demanddtymotive aftermarket products as
they go through more routine maintenance cycleg n@ore frequent mechanical failures, which reqrémacement parts, and generally
require more maintenance than newer vehicles.
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Unperformed maintenance

According to estimates compiled by the AutomotivieeAmarket Suppliers Association, the annual amotininperformed or underperformed
maintenance in the U.S. totaled $54 billion for 2@@rsus $50 billion for 2008. This metric repreésehe degree to which routine vehicle
maintenance recommended by the manufacturer iseiog) performed. Consumeirdcision to avoid or defer maintenance affects daehfar
the industry, and the total amount of unperformedhtenance represents potential future demand. &evie that challenging
macroeconomic conditions beginning in 2008 contaduo the increased amount of unperformed mainta 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 historically strong year foe automotive aftermarket.

Unemployment

Challenging macroeconomic conditions have leadgh levels of unemployment. The annual U.S. unemplent rate for 2010 was 9.6%,
highest unemployment rate since 1982. The U.S. mniponhemployment rates in 2011 are below 2010 Eweith October’'s unemployment
rate at 9.0%; however, unemployment rates remgimifgiantly above historical ten year rates. Waehal that these unemployment rates and
continued uncertainty in the overall economic Hehklve a negative impact on consumer confidencetenigvel of consumer discretionary
spending. We also believe macroeconomic uncertgigind the potential for future joblessness calivatetconsumers to find ways to save
money and can be an important factor in the conssrdecision to defer the purchase of a new vehitdkile the deferral of vehicle
purchases has lead to an increase in vehicle maimte, long-term trends of high unemployment leweldd reduce the number of total
annual miles driven as well as decrease consureeretionary spending habits, both of which couldatizely impact demand in the
automotive aftermarket.

RECENT EVENTS AND DEVELOPMENTS

On January 11, 2011, we announced a new Board-aggshare repurchase program that authorizesrgptiochase up to $500 million of
shares of our common stock over a three-year peladAugust 5, 2011, we announced that our Boafirgfctors approved a resolution to
increase the authorization under the share repseghi@gram by an additional $500 million, raisihg tumulative authorization under the
share repurchase program to $1 billion. The addifi®500 million authorization is effective forta¢e-year period, beginning on August 5,
2011. Stock repurchases under the share repurphagem may be made from time to time as we degmoapate, solely through open
market purchases effected through a broker deafmesailing market prices, and we may increagepiteate or otherwise modify the share
repurchase program at any time without prior notik®of November 8, 2011, we had repurchased appeigly 14 million shares of our
common stock at an aggregate cost of $859 milliwfeu this program.

On January 14, 2011, we issued $500 million agdesgincipal amount of unsecured 4.875% Senior 8ldtee 2021 (“4.875% Senior Notes
due 2021") in the public market with United MissoBank, N.A. (“UMB”) as trustee, which were guaraatl by certain of our subsidiaries
(the “Subsidiary Guarantors”). The 4.875% Seniotasalue 2021 were issued at 99.297% of their fatteevand will mature on January 14,
2021. The net proceeds from the 4.875% Senior Nhie2021 issuance were used to repay all of aistanding borrowings under our
existing secured asset-based revolving creditifia¢the “ABL Credit Facility”), pay fees associatavith the offering and for general
corporate purposes. Concurrent with the issuantieeo#.875% Senior Notes due 2021, we enterechictedit agreement for a $750 million
unsecured revolving credit facility (the “Revolvgdrranged by Bank of America (“BA”) and Barclayapital, which replaced the previous
ABL Credit Facility, and was scheduled to matureJanuary 13, 2016. All remaining debt issuancescasdated to our previous ABL Credit
Facility, totaling $22 million were written off, drall interest rate swap agreements related t@omatiamounts under the ABL Credit Facility,
with a carrying value of $4 million, were termindtand charged to earnings as one-time, non-reguitéms upon the repayment and
retirement of the ABL Credit Facility in January2(11.

On September 9, 2011, we amended our credit agradthe “Credit Agreement”), reducing the aggregatmmitments under the facility to
$660 million, extending the maturity date on thedir Agreement to September 9, 2016, and redutiadaility fee and interest rate marg
for borrowings under the Revolver. In conjunctioththe amendment, we recognized a one-time chalgted to the modification in the
amount of $0.3 million, which is included in “Othiacome (expense)” on the accompanying Condenseddlidated Statements of Income
for the three and nine months ended September(3d.,. 2

On September 19, 2011, we issued $300 million aggesprincipal amount of unsecured 4.625% SenideNdue 2021 (“4.625% Senior
Notes due 20Z") in the public market with UMB as trustee, whialere guaranteed by the Subsidiary Guarantors. T8&5% Senior Notes
due 2021 were issued at 99.826% of their face vahaewill mature on September 15, 2021. The natgwds from the 4.625% Senior Notes
due 2021 issuance were used to pay fees and expetated to the offering, with the remainder iiteth to repay borrowings outstanding,
from time to time, under the Revolver and for gaheorporate purposes, including share repurchases.
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RESULTS OF OPERATIONS
Sales:

Sales for the three months ended September 30, RBttéased $110 million, or 8%, to $1.54 billioorh $1.43 billion for the same period
one year ago. Sales for the nine months ended r8bpte30, 2011, increased $310 million, or 8%, tal@4illion from $4.09 billion for the
same period one year ago. The table below idestifie components of the increase in sales forhifee tand nine months ended
September 30, 2011 (in millions):

Increase in Sales for th Increase in Sales for th
Three Months Ended Nine Months Ended
September 30, 2011, September 30, 2011,
Compared to the Same Compared to the Same
Period in 2010 Period in 2010
Comparable store sales $ 68 $ 19¢
Sales for stores opened throughout
2010, excluding sales for stores
open at least one year that are
included in comparable store sa 15 67
Sales for stores opened throughout
2011 26 48
Non-store sales including machinery,
sales to independent parts stores
and team membe 4 8
Sales in 2010 for stores that have
closed 3 (12)
Total increase in sale: $ 11C $ 31C

Comparable store sales are calculated based ah#mge in sales of stores open at least one ydamatude sales of specialty machinery,
sales to independent parts stores and sales tonbegniers. Comparable store sales for stores ogeasitone year increased 4.8% and 4.9%
for the three and nine months ended September03d,, 2espectively. Comparable store sales for stopen at least one year increased 1.
and 8.6% for the three and nine months ended Séetedd, 2010, respectively.

We believe the increased sales achieved by owrsste the result of high levels of customer sensaperior inventory availability, a broas
selection of products offered in most stores, geti'd promotional and advertising effort througragety of media and localized promotional
events, continued improvement in the merchandiaimdystore layouts of our stores, compensation prmgifor all store team members that
provide incentives for performance and our contihfezus on serving both DIY and professional seryoovider customers. Our comparable
store sales increase for the quarter was drivesmbipcrease in average ticket values, partiallgeifby a decline in customer transaction
counts. The improvement in average ticket values tiva result of the continued growth of the higiwced, hard part categories as a
percentage of our total sales and the impact eéased raw material acquisition costs which wess@é through to increased selling prices
during the period. During the quarter, DIY custortransaction counts were negatively impacted byctrginued pressure on disposable
income that our customers faced as a result oéased fuel costs and sustained unemployment lalielge historical averages.

We opened 50 and 149 new stores during the thik@iae months ended September 30, 2011, respegto@mhpared to 48 and 121 new
stores for the three and nine months ended Septe36b2010, respectively. As of September 30, 20l pperated 3,707 stores in 39 states
compared to 3,536 stores in 38 states at SepteB@h@010. We anticipate total new store growthed BO net, new store openings in 2011.

Gross profit;

Gross profit for the third quarter ended Septen3ie2011, increased to $754 million (or 49.1% déspafrom $693 million (or 48.6% of

sales) for the same period one year ago, repregesti increase of 9%. Gross profit for the nine theended September 30, 2011, increased
to $2.14 billion (or 48.7% of sales) from $1.98ibih (or 48.6% of sales) for the same period orex o, representing an increase of 8%.
The increase in gross profit dollars was primaailiesult of the increase in sales from new standstlae increase in comparable stores sales a
existing stores. The increase in gross profit psraentage of sales was primarily due to a faverptduct mix and improved inventory
shrinkage, partially offset by the impact of incged commercial sales as a percentage of the & 1ix. The improvement in product mix
was primarily driven by increased sales in the hpgnd categories, which typically generate a higivess profit as a percentage of sales.
Increasing hard part sales is the result of staegand as consumers retain and maintain their leshieyond manufacturer warranty and our
enhanced and more comprehensive inventory levéleihard part categories offered in the CSK stdrke improved inventory shrinkage is
driven by our converted CSK stores, which are namaged using the O’'Reilly point-of-sale system (PQinstalled in all CSK stores as
they converted to the O'Reilly distribution systethsoughout 2009 and 2010. TheRgilly POS provides our store managers with bétiels

to track and control inventory, resulting in impeavinventory shrinkage. Commercial sales in theimed CSK markets are growing at a
faster rate than total DIY sales as a result oktiiganced distribution model in those markets, wkigpports the implementation of our dual
market strategy. Commercial sales typically carlgveer gross profit as a percentage of sales tHansBles, as volume discounts are granted
on wholesale transactions to professional serviogigers, therefore creating pressure on our goosfit as a percentage of sal



Selling, general and administrative expenses

Selling, general and administrative expenses (“SQ&®#r the third quarter ended September 30, 201teased to $513 million (or 33.4%
sales) from $488 million (or 34.3% of sales) for 8ame period one year ago, representing an ircod&86. SG&A for the nine months
ended September 30, 2011, increased to $1.48rb{hn33.7% of sales) from $1.41 billion (or 34.8¥%sales) for

18



Table of Contents

the same period one year ago, representing araseia 5%. The increase in total SG&A dollars imprily the result of additional
employees, facilities and vehicles to support aareased store count. The decrease in SG&A ascatage of sales was the result of
increased leverage of store occupancy and heaégsiadsts on strong comparable store sales andwegbistore payroll efficiencies, partic
offset by increased fuel costs for our store dejiweshicles supporting our growing commercial besm

Operating income:

Operating income for the third quarter ended Sep&r80, 2011, increased to $241 million (or 15.7%ades) from $199 million (or 14.0%

of sales) for the same period one year ago, reptiegean increase of 21%. Operating income fomtine months ended September 30, 2011,
increased to $660 million (or 15.0% of sales) fi#549 million (or 13.4% of sales) for the same pgooe year ago, representing an increase
of 20%. The increases in operating income duriegthinee and nine months ended September 30, 2@ frimarily due to the impacts
discussed above, as well as a $6 million and $lltomcharge to operating income during the threé aine months ended September 30,
2010, respectively, related to the previously ameed legacy CSK DOJ investigation (See Note 10gal Matters to the condensed
consolidated financial statements).

Other income and expense

Total other expense for the third quarter endede®elper 30, 2011, decreased to $6 million (or 0.4%ates) from $9 million (or 0.6% of
sales) for the same period one year ago, repregeatiecrease of 32%. Total other expense foritteemonths ended September 30, 2011,
increased to $42 million (or 0.9% of sales) fron® $aillion (or 0.7% of sales) for the same perio@ gear ago, representing an increase of
46%. The decrease in total other expense for tag@uwas driven by decreased interest expensdamea average interest rate on
outstanding borrowings, a lower facility fee on ®evolver and lower amortization of debt issuamest£on our Revolver and senior notes in
the current period as compared to the borrowingsrdacility fee and amortization of debt issuatests on our ABL Credit Facility and
outstanding exchangeable notes during the samedpenie year ago. The increase in total other expfamghe nine months ended
September 30, 2011, was primarily due to one-tiegges during the current period that related tonew financing transactions that were
completed in January of 2011. The one-time chargggded a non-cash charge to write off the balarfatebt issuance costs related to our
previous credit facility in the amount of $22 molti and a charge related to the termination of oterést rate swap agreements in the amount
of $4 million.

Income taxe:

Our provision for income taxes for the third quagaded September 30, 2011, increased to $87 m{tin5.6% of sales) from $74 million |
5.2% of sales) for the same period one year agogsenting an increase of 18%. Our provision fooine taxes for the nine months ended
September 30, 2011, increased to $234 million (8¥%®of sales) from $207 million (or 5.1% of sal&s)the same period one year ago,
representing an increase of 13%. The increaseriprovision for income taxes is due to the incraassur taxable income. Our effective tax
rate for the third quarter ended September 30, 204% 36.8% of income before income taxes comparé&8.7% for the same period one
year ago. Our effective tax rate for the nine memhded September 30, 2011, was 37.8% of inconoechfcome taxes compared to 39.

for the same period one year ago. The decreabe ieffective tax rate for the three and nine moetided September 30, 2011, was primarily
the result of the charges during the three and mioeths ended September 30, 2010, for the lega&y @3] investigation (See Note 10 —
Legal Matters to the condensed consolidated firsustatements), which were not deductible for tasppses.

Net income:

As a result of the impacts discussed above, neniecfor the third quarter ended September 30, 20tieased to $148 million (or 9.7% of
sales) from $117 million (or 8.2% of sales) for #zme period one year ago, representing an incof&586. As a result of the impacts
discussed above, net income for the nine monthsceB8eéptember 30, 2011, increased to $385 millio8.(@6 of sales) from $314 million (
7.7% of sales) for the same period one year agoesenting an increase of 23%.

Earnings per shar:

Our diluted earnings per common share for the thirarter ended September 30, 2011, increased 34%16 on 135 million shares versus
$0.82 for the same period one year ago on 142amihares. The impact of the year-to-date sharegckases on diluted earnings per share
for the third quarter ended September 30, 2011 ,amancrease of approximately $0.07. Our dilutethiegs per common share for the nine
months ended September 30, 2011, increased 24%7%6 8n 139 million shares versus $2.23 for theespariod one year ago on 141 mill
shares. The impact of the year-to-date share rbpses on diluted earnings per share for the nimghm@nded September 30, 2011, was an
increase of approximately $0.09.

Adjustments for nonrecurring and r-operating events:

Our results for the nine months ended Septembe2(@®,, included one-time charges associated wéméw financing transactions we
completed on January 14, 2011, as discussed aBaoveesults for the three and nine months endete8dyer 30, 2010, included charges
recorded in 2010 related to the legacy CSK DOJdtigation, as discussed above.

Adjusted operating income, adjusted net incomeaatjasted diluted earnings per common share fothttee months ended September 30,
2010, were adjusted for the impact of the $5.9iamlcharge related to the legacy CSK DOJ invesbgadiscussed above. Adjusted opera



income for the three months ended September 3@, 20dreased 18% to $241 million (or 15.7% of spfesm $205 million (or 14.4% of
sales), for the same period one year ago. Adjustéthcome for the three months ended September

19



Table of Contents

30, 2011, increased 21% to $148 million (or 9.7%alés) from $122 million (or 8.6% of sales), foe same period one year ago. Adjusted
diluted earnings per common share for the threethsoended September 30, 2011, increased 28% t6 $brh $0.86, for the same period
one year ago. The table below outlines the impatieocharge related to the legacy CSK DOJ invattg for the three months ended
September 30, 2011 and 2010 (amounts in thousardspt per share data):

For the Three Months Ended September 30,

2011 2010
Amount % of Sales Amount % of Sale

GAAP operating income $241,05( 15.7% $199,03: 14.0%

Legacy CSK DOJ investigation char — — % 5,90( 0.4%

Non-GAAP adjusted operating incor $241,05( 15.7% $204,93: 14.4%

GAAP net income $148,43¢ 9.7% $116,54: 8.2%

Legacy CSK DOJ investigation char — — % 5,90( 0.4%

Non-GAAP adjusted net incon $148,43¢ 9.7% $122,44. 8.6 %
GAAP diluted earnings per common sh $ 1.1C $ 0.8
Legacy CSK DOJ investigation char — 0.04
Non-GAAP adjusted diluted earnings per common s $ 1.1C $ 0.8€
Weighte-average common shares outstan—assuming dilutio 135,03 141,70¢

Adjusted operating income for the nine months ersiggkember 30, 2011, increased 16% to $660 mi{bori5.0% of sales) from $570
million (or 13.9% of sales), which was adjustedtfoe impact of the charges related to the CSK D®dstigation discussed above, for the
same period one year ago. Adjusted net incoméfonine months ended September 30, 2011, excltlidingnpact of the charges related to
the new financing transactions discussed aboves@sed 20% to $401 million (or 9.1% of sales) fi&885 million (or 8.2% of sales), which
was adjusted for the impact of the charges relai¢lde legacy CSK DOJ investigation as discussedalfor the same period one year ago.
Adjusted diluted earnings per common share fonthe months ended September 30, 2011, excludingrpect of the charges related to the
new financing transactions discussed above, inetk22% to $2.88 from $2.37, which was adjustedtferimpact of the charges related to
legacy CSK DOJ investigation as discussed abovehé&same period one year ago. The table belolnestthe impact of the charges related
to the new financing transactions and legacy CSKI D®estigation for the nine months ended Septer8de2011 and 2010 (amounts in

thousands, except per share data):

For the Nine Months Ended September 30,

2011 2010
Amount % of Sales Amount % of Sale
GAAP operating income $659,85! 15.0% $548,64( 13.4%
Legacy CSK DOJ investigation char — — % 20,90( 0.5%
Non-GAAP adjusted operating incor $659,85! 15.0% $569,54( 13.9%
GAAP net income $384,68! 8.7% $313,61: 7.7%
Write-off of asset-based revolving credit facildgbt
issuance costs, net of t 13,45¢ 0.3% — — %
Termination of interest rate swap agreements, figix 2,637 0.1% — — %
Legacy CSK DOJ investigation char — — % 20,90( 0.5%
Non-GAAP adjusted net incorr $400,78( 9.1% $334,51: 8.2%
GAAP diluted earnings per common sh $ 2.7¢ $ 2.2¢
Write-off of asset-based revolving credit facildgbt
issuance costs, net of t 0.1C —
Termination of interest rate swap agreements, fiaix 0.0z —
Legacy CSK DOJ investigation char — 0.14
Non-GAAP adjusted diluted earnings per common s $ 2.8¢ $ 237
Weighte-average common shares outstan—assuming dilutio 139,18 140,87-

The adjusted operating income, adjusted net incamleadjusted diluted earnings per common sharestied and presented in the paragr.
and tables above are not derived in accordancelviited States generally accepted accounting piesi(“GAAP”). We do not, nor do we
suggest investors should, consider such non-GAA&hfiial measures in isolation from, or as a sulistior, GAAP financial information.
We believe that the presentation of financial rssahd estimates excluding the impact of the naf-charge to write off the balance of debt
issuance costs, the charge related to the termimafiinterest rate swap agreements and the chéog#ee legacy CSK DOJ investigation
provide meaningful supplemental information to bwthnagement and investors, that is indicative ofcoue operations. We exclude these
items in judging our performance and believe tlis-GAAP information is

useful to investors as well. Material limitatiorfstibese non-GAAP measures are that such measumst deflect actual GAAP amounts. We
compensate for such limitations by presentinghetables above, the accompanying reconciliatiagh¢anost directly comparable GAAP

measures.
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LIQUIDITY
The following table highlights our liquidity andlaged ratios as of September 30, 2011, and DeceBih&010 (dollars in millions):

September 3C December 3: Percentag
Liquidity and Related Ratios 2011 2010 Change
Current assets $ 2,53 $ 2,301 10%
Quick asset® 47¢ 213 125%
Current liabilities 1,50¢ 1,22¢ 23%
Working capital® 1,03( 1,07z (4)%
Total debt 79¢ 35¢ 122%
Total equity $ 2,831 $  3,21C (12%
Current ratic® 1.68:1 1.87:1 (10)%
Quick ratio® 0.35:1 0.23:1 52%
Debt to equity® 0.28:1 0.11:1 155%

()]
(@)
(©)
4)
®)

Quick assets include cash, cash equivalents aed/adates,

Working capital is calculated as current assets desrent liabilities

Current ratio is calculated as current assets édsaly current liabilities

Quick ratio is calculated as current assets, lessntories, divided by current liabilitie
Debt to equity is calculated as total debt divibgdshareholde’ equity.

Liquidity and related ratios

Total debt increased 122% and total equity dectea2é6 from December 31, 2010, to September 30,.2IMd increase in total debt was
attributable the issuance of our senior notes du2il 1, partially offset by the repayment of ourlABredit Facility in January of 2011. The
decrease in total equity resulted from the impécépurchase activity under our share repurchasgram on additional paid-in capital and
retained earnings, offset by an increase in reth@@nings from strong year-to-date net incomeaamuhcrease in additional paid-in-capital
from the proceeds of stock option exercises exdaueer our director and employee share-based awagien plans.

The following table identifies cash provided by&dsn) our operating, investing and financing atiig for the nine months ended
September 30, 2011 and 2010 (in thousands):

Nine Months Ended
September 30,

Liquidity 2011 2010
Total cash provided by (used ii
Operating activitie: $ 840,14¢ $ 592,56:
Investing activities (237,977 (274,71)
Financing activitie: (355,18) (301,590
Increase in cash and cash equival $ 246,99¢ $ 16,25¢

Operating activities:

Net cash provided by operating activities for tireermonths ended September 30, 2011, increasegftd @illion from $593 million for th
same period one year ago. The increase in casidprbisy operating activities is primarily attribbta to strong year-to-date net income
(adjusted for the effect of the one-time, reash charge to write off the balance of debt isse@osts in conjunction with the retirement of
ABL Credit Facility in January of 2011 and the inspaf decreased deferred income taxes), a signifidacrease in net inventory investment,
partially offset by a decrease in other curretiilities. Net inventory investment reflects our @¢ment in inventory, net of the amount of
accounts payable to vendors. Our net inventorystment significantly decreased as a result ofriifgact of our enhanced vendor financing
programs as well as our ongoing efforts to remowess inventory from our systems. Our vendor fifragnprograms enable us to reduce
overall supply chain costs and negotiate extendgdpnt terms with our vendors. Our accounts payahleventory ratio was 59.3% and
44.3% at September 30, 2011, and December 31, 28dfiectively, compared to 47.2% and 42.8% at Sdme 30, 2010, and December 31,
2009, respectively. The decrease in other curiabilities was driven by the payment of the oneetimonetary penalty to the DOJ for the
legacy CSK DOJ investigation.
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Investing activities

Net cash used in investing activities for the mmanths ended September 30, 2011, decreased tond$itie® from $275 million for the sam
period one year ago. The decrease in cash usadésting activities is primarily the result of deased capital expenditures in the current
period. During the first nine months of 2010, watiitued to invest in the comprehensive expansiasuofdistribution system in the CSK
markets. We completed the expansion projects i) 2@bkulting in significantly reduced levels oftdisution system expenditures during the
nine months ended September 30, 2011, as compatled same period one year ago.

Financing activities:

Net cash used in financing activities for the mimenths ended September 30, 2011, increased torBlin from $302 million for the sam
period one year ago. The increase in net cashindethncing activities is primarily attributable the impact of repurchases of our common
stock during the current period in accordance withBoard-approved share repurchase program, widshpartially offset by an increase in
net borrowings under our debt facilities in thereat period as compared to net repayments underoilities during the same period one
year ago. The net borrowings under our debt faasliin the current period are the result of prosdeaimn the issuance of our 4.875% Sel
Notes due 2021 and our 4.625% Senior Notes due i2Q2dnuary and September of 2011, respectivelyigtip offset by the repayment a1
termination of our previous ABL Credit Facility atite payment of debt issuance costs related tissv@ance of our senior notes and the
establishment of our new unsecured Revolver. Theapayments under our facilities for the samequkdne year ago were the result of our
focus in the prior year on using available casthand to reduce the level of outstanding borrowimgger our secured ABL Credit Facility.

CAPITAL RESOURCES
Asse-based revolving credit facility:

On July 11, 2008, we entered into a credit agreefoem five-year asset-based revolving creditlfgciwhich was scheduled to mature in
July of 2013. At December 31, 2010, we had outstanborrowings of $356 million under the ABL Creéfiacility, of which $106 million
were not covered under an interest rate swap axintkfi outstanding borrowings under the ABL CreBécility were repaid, and all related
interest rate swap transaction contracts were text®d on January 14, 2011, and the ABL Credit Faeilas retired concurrent with the
issuance of our 4.875% Senior Notes due 2021, rdsefudescribed below. In conjunction with thenmetient of our ABL Credit Facility, we
recognized a one-time non-cash charge to writéhefbalance of debt issuance costs related to Bie@redit Facility in the amount of $22
million and a one-time charge related to the teatiom of our interest rate swap contracts in thewmh of $4 million, which are included in
“Other income (expense)” on the accompanying Cosel@iConsolidated Statements of Income for the mioieths ended September 30,
2011.

Unsecured revolving credit facility

On January 14, 2011, we entered into a credit aggaefor a five-year $750 million Revolver arrandsdBA and Barclays Capital, which
was scheduled to mature in January of 2016. OneSdpr 9, 2011, we amended the Credit Agreementedsing the aggregate commitmu
under the Revolver to $660 million, extending thatumity date on the Credit Agreement to Septemb&0@6 and reducing the facility fee
and interest rate margins for borrowings underRBeolver. In conjunction with the amendment to @redit Agreement, we recognized a
one-time charge related to the modification inaheunt of $0.3 million, which is included in “Othiecome (expense)in the accompanyir
Condensed Consolidated Statements of Income fdhtke and nine months ended September 30, 20EICTddit Agreement includes a
$200 million sub-limit for the issuance of lett@fscredit and a $75 million sub-limit for swing érborrowings under the Revolver. As
described in the Credit Agreement governing thedRer, we may, from time to time subject to certegmditions, increase the aggregate
commitments under the Revolver by up to $200 nmillids of September 30, 2011, we had outstanditgrfeof credit, primarily to satisfy
workers' compensation, general liability and otimsurance policies, in the amount of $68 millioegucing the aggregate availability under
the Revolver by that amount. As of September 3Q,12@e had no outstanding borrowings under the Revo

Borrowings under the Revolver (other than swing limans) bear interest, at our option, at eitherBase Rate or Eurodollar Rate (both as
defined in the Credit Agreement) plus a margin tfaates from 0.975% to 1.600% in the case of Ideering interest at the Eurodollar Rate
and 0.000% to 0.600% in the case of loans beanitegest at the Base Rate, in each case basedhgpbetter of the ratings assigned to our
debt by Moody'’s Investor Service, Inc. (“Moody’slihd Standard & Poor’s Rating Services (“S&P”). Sydime loans made under the
Revolver bear interest at the Base Rate plus thlicaple margin described above. In addition, we p#acility fee on the aggregate amount
of the commitments in an amount equal to a pergentd such commitments, varying from 0.150% to 0%MDased upon the better of the
ratings assigned to our debt by Moody’s and S&ReBaon our current credit ratings, our margin fas®Rate loans is 0.275%, our margin
for Eurodollar Rate loans is 1.275% and our facfite is 0.225%. The Revolver is subject to certaivenants, with which we complied as of
September 30, 2011.

Senior Notes:
4.875% Senior Notes due 2021

On January 14, 2011, we issued $500 million agdesgrancipal amount of unsecured 4.875% Senior $ldtee 2021 (“4.875% Senior Notes
due 2021") at a price to the public of 99.297%hgt face value with United Missouri Bank, N.A. (MB") as trustee. Interest on the 4.875%
Senior Notes due 2021 is payable on January 14wgdl4 of each year, which began on July 14, 2@hd,is computed on the basis of a
360-day year. The net proceeds from the issuantteeaf.875% Senior Notes due 2021 were used ty rdpaf the our outstanding
borrowings under our ABL Credit Facility and to pfags and expenses related to the offering and essbciated with terminating ¢




existing interest rate swap agreements, with theaneder used for general corporate purposes.
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4.625% Senior Notes due 2021

On September 19, 2011, we issued $300 million agdeeprincipal amount of unsecured 4.625% SenidedNdue 2021 (“4.625% Senior
Notes due 20Z") at a price to the public of 99.826% of theirdéacalue with UMB as trustee. Interest on the 4.6Z%ior Notes due 2021 is
payable on March 15 and September 15 of each yganfiing on March 15, 2012, and is computed orbtisés of a 360-day year. The net
proceeds from the issuance of the 4.625% Senices\iite 2021 were used to pay fees and expensesirdahe offering, with the remainc
intended to be used to repay borrowings outstanflorg time to time under the Revolver and for gaheorporate purposes, including share
repurchases.

The senior notes are guaranteed on a senior ureskbasis by each of our subsidiaries (“Subsidiargr@ntors”) that incurs or guarantees our
obligations under our credit facility or certainafr other debt or any of our Subsidiary Guarantbhe guarantees 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 woulat be Subsidiary Guarantors would be mi
subsidiaries. No minor subsidiaries exist todayitidée we, nor any of our Subsidiary Guarantors,safigject to any material or significant
restrictions on our ability to obtain funds fromr@ubsidiaries by dividend or loan or to transfeseds from such subsidiaries, except as
provided by applicable law. Each of our senior sagsesubject to certain customary covenants, whitkvwe complied as of September 30,
2011.

Debt covenants

The indentures governing our senior notes contawerants that limit our ability and the ability adrtain of our subsidiaries to, among other
things: (i) create certain liens on assets to gecertain debt; (ii) enter into certain sale arabéback transactions; and (iii) merge or
consolidate with another company or transfer afiudystantially all of our or its property, in eardse as set forth in the indentures. These
covenants are, however, subject to a number of itapblimitations and exceptions.

The Credit Agreement contains covenants, incluimgations on total outstanding borrowings undeg Revolver, a minimum consolidated
fixed charge coverage ratio of 2.0 times throughdbaber 31, 2012; 2.25 times through December 314,205 times through maturity; ant
maximum adjusted consolidated leverage ratio oti&@s through maturity. The consolidated levenadi® includes a calculation of adjusted
earnings before interest, taxes, depreciation, tation, rent and stock option compensation expgfSBITDAR”) to adjusted debt.
Adjusted debt includes outstanding debt, outstandiand-by letters of credit, six-times rent exgeasd excludes any premium or discount
recorded in conjunction with the issuance of loagrt debt. In the event that we should default gncvenant contained within the Credit
Agreement, certain actions may be taken againshcisiding but not limited to possible terminatiohcredit extensions, immediate payment
of outstanding principal amount plus accrued irgeamd litigation from our lenders. As of SeptemB@r2011, we had a fixed charge
coverage ratio of 4.79 times and an adjusted de#djusted EBITDAR ratio of 1.80 times, remainingcompliance with all covenants related
to the borrowing arrangements. Under our curremricing plan, we have a target adjusted consotidaterage ratio of 2.0 times to 2.25
times.

The table below outlines the calculations of tixedi charge coverage ratio and adjusted debt te@diiEEBITDAR ratio covenants, as defir
in the Credit Agreement governing the Revolver tfar twelve months ended September 30, 2011 (datiehousands):
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Twelve Months Endec

September 30, 2011

GAAP net income $ 490,44!
Add: Interest expens 26,19¢
Rent expens 229,12:
Provision for income taxe 297,00(
Depreciation expens 161,85
Amortization expens 1,59t
Non-cash stock option compensati 17,39t
Write-off of asset-based revolving credit facildgbt
issuance cos! 21,62¢
Non-GAAP adjusted net income (EBITDAI $ 1,245,23
Interest expens $ 26,19¢
Capitalized interes 4,52z
Rent expens 229,12:
Total fixed charge $ 259,84
Fixed charge coverage ra 4.7¢
GAAP debt $ 797,76t
Stanc-by letters of credi 68,08
Discount on senior note 3,78¢
Six-times rent expens 1,374,72
Non-GAAP adjusted det $ 2,244,35:
Adjusted debt to adjusted EBITDAR ra 1.8C

The fixed charge coverage ratio and adjusted adeadjusted EBITDAR ratio discussed and presentdlddriable above are not derived in
accordance with U.S. GAAP. We do not, nor do wegssginvestors should, consider such @¥®AP financial measures in isolation from,
as a substitute for, GAAP financial information. Welieve that the presentation of financial resaftd estimates excluding the impact of the
charge to write off the balance of debt issuanatscand the presentation of our fixed charge coeeratio and adjusted debt to adjusted
EBITDAR provides meaningful supplemental informatio both management and investors that is indieatf our core operations. We
exclude these items in judging our performancelsiigve this non-GAAP information is useful to ist@rs as well. Material limitations of
these non-GAAP measures are that such measurest deflect actual GAAP amounts. We compensatedoh dimitations by presenting, in
the tables above, the accompanying reconciliabahé most directly comparable GAAP measures.

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 conditionsafthree-year period, beginning on
January 10, 2011. On August 5, 2011, we annour@dtir Board of Directors approved a resolutioméoease the authorization under the
share repurchase program by an additional $50@miltaising the cumulative authorization undershare repurchase program to $1 billion.
The additional $500 million authorization is effeetfor a period of three years, beginning on Audgyf011. We repurchased 8.2 million
shares of our common stock as part of our publiciyounced share repurchase program during therwaths ended September 30, 201
an average price per share of $61.51, for a tot@stment of $502 million. We repurchased 14.1liomlkhares of our common stock as part
of our publicly announced share repurchase proghanimg the nine months ended September 30, 20H5h average price per share of
$59.69, for a total investment of $840 million. d&ptember 30, 2011, we had $160 million remainmden our share repurchase program.
Subsequent to the end of the third quarter we odfased an additional 0.3 million shares of our comistock at an average price per shai
$65.83, for a total investment of $19 million. Wayrincrease or otherwise modify, renew, suspendratinate the share repurchase program
at any time, without prior notice.

Store activity:

During the three and nine months ended Septemh&03d, we opened 50 and 149 new stores, resplgctive did not close any stores
during the third quarter, and closed 12 storesndutfie nine months ended September 30, 2011. We@lapen a total of 170 net, new stores
in 2011. The funds required for such planned expassare expected to be provided by cash expectbd generated from operating
activities.
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CONTRACTUAL OBLIGATIONS

At September 30, 2011, we had long-term debt wisttunities of less than one year of $1 million aoig-term debt with maturities over one
year of $797 million, representing a total increesall outstanding debt of $439 million from Dedeen 31, 2010. The ABL Credit Facilit
which was scheduled to mature in July of 2013, reasid and retired on January 14, 2011. The 4.836for Notes due 2021 issued on
January 14, 2011, in the aggregate principal amou$500 million, were issued at a price to thelubf 99.297% of their face value and
mature on January 14, 2021. Interest on the 4.838Ator Notes due 2021 accrues at a rate of 4.8 8% rmum and is payable on Januar
and July 14 of each year, which began on July @412The 4.625% Senior Notes due 2021 issued ote®bpr 19, 2011, in the aggregate
principal amount of $300 million, were issued @rige to the public of 99.826% of their face vahrel mature on September 15, 2021.
Interest on the 4.625% Senior Notes due 2021 as@ue rate of 4.625% per annum and is payableanciML5 and September 15 of each
year beginning on March 15, 201

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 assumptionsatstirand adjustments on historical experienceegutrends 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 redtlingffects of merchandise cost increases, pafgipy 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 pretduAs a result, we do not believe our operatlmse been materially, adversely affected by
inflation.

To some extent, our business is seasonal primasiy 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 as®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

In May of 2011, the Financial Accounting StandaBdsrd (“FASB”) issued Accounting Standards UpdégesU”) No. 2011-04,
Amendments to Achieve Common Fair Value MeasureanenDisclosure Requirements in U.S. GAAP and fatiional Financial Reportini
Standardg“2011-04"). ASU 2011-04 was issued to bring théirdgon of fair value, the guidance for fair valneeasurement and the
disclosure requirements under U.S. GAAP and Intenal Financial Reporting Standards (“IFRS”) indiwith one another. ASU 2011-04
also enhances the disclosure requirements for elseemgd transfers within the valuation hierarcheleyvparticularly valuations in Level 3 fair
value measurements, and is effective for periogiining after December 15, 2011. The applicatiothisf guidance affects disclosures only
and therefore, will not have an impact on our ctidated financial condition, results of operatiarsash flows.

In June of 2011, the FASB issued ASU No. 2011R¥gsentation of Comprehensive Incoft#011-05"). ASU 2011-05 was issued to
improve the comparability of financial reportingtlveen U.S. GAAP and IFRS, and eliminates previol$. (GAAP guidance that allowed an
entity to present components of other compreherisa@ne (“OCI”) as part of its statement of changeshareholders’ equity. With the
issuance of ASU 2011-05, companies are now reqtareeport all components of OCI either in a singdatinuous statement of total
comprehensive income, which includes componenk®tf OCI and net income, or in a separate stateapgearing consecutively with the
statement of income. ASU 2011-05 does not affemeot guidance for the accounting of the componeh@Cl, or which items are included
within total comprehensive income, and is effecfiveperiods beginning after December 15, 2011h wirly adoption permitted. The
application of this guidance affects presentatioly and therefore, will not have an impact on comsolidated financial condition, results of
operations or cash flows.

In September of 2011, the FASB issued ASU No. 208,TFesting Goodwill for Impairmer{t2011-08”). ASU 2011-08 was issued to
simplify the impairment test of goodwill, by allomg entities to use a qualitative approach to dateriwhether goodwill impairment might
exist, before completing the entire impairment.telstder ASU 2011-08, an entity has the optionitst fassess any qualitative factors that
would lead to a determination that it is more k#lan not that the fair value of a reporting usitess than its carrying amount. The changes
under ASU 2011-08 are effective for public comparig@ annual and interim testing performed for pesi beginning after December 15,
2011, with early adoption permitted. We will adtipis guidance with our 2011 annual impairment tgstiThe application of this guidance is
not anticipated to impact our consolidated finahotandition, results of operations or cash flows.
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INTERNET ADDRESS AND ACCESS TO SEC FILINGS

Our Internet address is www.oreillyauto.cointerested readers can access our annual repoFRsrm 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, and any amendmentsase reports filed or furnished pursuant to Sectig(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, through the Biesusind Exchange Commission’s website at wwwggec.Such reports are generally
available on the day they are filed. Additionallse will furnish interested readers, upon requestfaee of charge, a paper copy of such
reports.

Ite m 3. Quantitative and Qualitative Disclosures AboutMarket 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 8llap&ate, as defined in the credit agreement gorg the Revolver. As of September 30,
2011, we had no outstanding borrowings under owoRer.

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 September 30, 2011, our cash
and cash equivalents totaled $277 million.

Our market risks have not materially changed frbose disclosed in our Annual Report on Form 104Klie year ended December 2010.

It em 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 witipahncipation 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 effective at providing reasonable assurandehlanformation required to be disclosed by usl(iding our consolidated subsidiaries) in
reports filed under the Exchange Act is recorded¢@ssed, summarized and reported within the tienegs specified in the Securities and
Exchange Commission’s rules and forms and is actatediand communicated to management, includingbief Executive Officer and
Chief Financial Officer, as appropriate to alloméily decisions regarding required disclosure.

CHANGES IN INTERNAL CONTROLS

There were no changes in our internal control dvancial reporting during the fiscal quarter erglBeptember 30, 2011, that have mater
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
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PART Il —OTHER INFORMATION
| tem 1. Legal Proceedings

O'Reilly Litigation:

O'Reilly is currently involved in litigation incidgal to the ordinary conduct of the Company’s bes 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 quartesirutual 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 reles. With respect to the Department of
Justice (“DOJ") investigation into CSK's pre-acqtiesm accounting practices, CSK, O'Reilly and th®Dexecuted a Non-Prosecution
Agreement (“NPA”) in August of 2011. As a resultirohg the third quarter of 2011, the Company ph&lgreviously disclosed one-time
monetary penalty of $20.9 million. With the cometof the NPA, these governmental investigation€8K regarding its legacy pre-
acquisition accounting practices have concluded.

Notwithstanding the Nc-Prosecution Agreement with the DOJ, several of 8S$érmer directors or officers and current or fememployees
have been or may be interviewed or deposed a®pariminal, administrative and civil investigatioand lawsuits. As described below,
certain former employees of CSK are the subjeciwfand criminal litigation commenced by the govment. Under Delaware law, the
charter documents of the CSK entities and certademnification agreements, CSK has certain obbgatto indemnify these persons and, as
a result, O'Reilly is currently incurring legal ®en behalf of these persons in relation to theselipg and unresolved matters. Some of these
indemnification obligations and other related casés/ not be covered by CSK'’s insurance policies.

As previously reported, on May 13, 2011, former QStidef Financial Officer Don Watson pled guiltydoe count of conspiracy to commit
securities fraud and mail fraud. He was sentenceBeptember 19, 2011. With Watson’s guilty plea sewtencing, his criminal proceeding
has reached finality. CSK'’s former Controller andnfier Director of Credit and Receivables pled guilt obstruction of justice and are
scheduled to be sentenced on November 7, 201 tlditian, the previously reported SEC complaint agathese same three former
employees for alleged misconduct related to CSk§®hcal accounting practices remains ongoing.

The action filed by the SEC on July 22, 2009, agfavtaynard L. Jenkins, the former Chief Executiiid@r of CSK, seeking reimbursement
from Mr. Jenkins of certain bonuses and stock gedéits pursuant to Section 304 of the Sarbanegp&lct of 2002, as previously reported,
also continues. On August 10, 2011, the partieg wedered to mediation on September 27, 2011.

As a result of the CSK acquisition, O’Reilly hasuinred and expects to continue to incur additidegdl fees and expenses related to the
indemnity obligations arising from the litigatioommenced by the DOJ and SEC of CSK'’s former emgeymtil final resolution of the
remaining matters as described more fully abov&edly has a remaining reserve, with respect tankemnification obligations of $16
million at September 30, 2011, which relates tdltpected additional legal fees and expensesoating tpayment of those legal fees and
expenses already incurred and which were primegitprded as an assumed liability in the Companiosation of the purchase price of
CSK.

The foregoing governmental investigations and intiocation matters are subject to many uncertaintnd, given their complexity and
scope, their final outcome cannot be predictediiattime. It is possible that in a particular gear annual period the Company’s results of
operations and cash flows could be materially &f@dy an ultimate resolution of such matters, ddpwy, in part, upon the results of
operations or cash flows for such period. Howeatthis time, management believes that the ultimateome of all of such regulatory
proceedings and other matters that are pendirgy, @fhsideration of applicable reserves and paytivailable insurance coverage benefits
not contemplated in recorded reserves, should ane b material adverse effect on the Company’satisiaded financial condition, results of
operations or cash flows.

It em 1A. Risk Factors

As of September 30, 2011, there have been no rabtéignges in the risk factors discussed in ourvahReport on Form 10-K for the year
ended December 31, 2010.
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It em 2. Unregistered Sales of Equity Securities andsd of Proceeds

There were no sales of unregistered securitiemgithie three or nine months ended September 3Q, A following table identifies all
repurchases during the third quarter ended Septedih@011, of any of our securities registeredaurection 12 of the Exchange Act, as
amended, by or on behalf of us or any affiliatecchaser (in thousands, except per share amounts):

Issuer Purchases of Equity Securities

Total Number of Share Maximum Dollar Value of
Total Number of Average
Price Paid Purchased as Part of Shares that May Yet Be
Shares Publicly Announced Purchased Under the
Period Purchased per Share Programs Programs (1)
July 1, 2011, to July 31, 2011 59 $ 62.1¢ 59 $ 158,40¢
August 1, 2011, to August 31, 20 5,764 59.32 5,764 316,44
September 1, 2011, to
September 30, 201 2,33¢ 66.8¢ 2,33¢ $ 160,02:
Total for the quarter ended
September 30, 2011 8,16: $ 61.5] 8,16

(1) OnJanuary 11, 2011, we announced a $500 m#li@re repurchase program, which was approvedebBaard of Directors, scheduled
to expire on January 10, 2014. On August 5, 20Elamnounced that our Board of Directors approvessalution to increase the
authorization under the repurchase program by ditiadal $500 million, raising the cumulative auttzation under the repurchase
program to $1 billion. The additional $500 milliaathorization is scheduled to expire on Augustod4 Under the program, we may,
from time to time, repurchase shares of our comstock solely through open market purchases effattedigh a broker dealer at
prevailing market prices. No other share repurcipasgrams existed during the three or nine montilee September 30, 20

Subsequent to September 30, 2011, and up to ahaling November 8, 2011, we repurchased an additid:3 million shares of our comm
stock at an average price per share of $65.83 fotal investment of $19 million.
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It em 6. Exhibits

Exhibits:

Numbel

4.2

10.1

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 September 19, 2011, amoRgilly Automotive, Inc. as guarantors, and UMB BaNKA., as Trustee,
filed as Exhibit 4.2 to the Registrant’s currergoe on Form 8-K dated September 19, 2011, is pm@ted herein by this
reference

Amendment No. 1 to the Credit Agreement, datedf &@eptember 9, 2011, by and among O’Reilly Autonetinc., as the
lead Borrower, Bank of America N.A., as AdminisivatAgent, Swing Line Lender and L/C Issuer, filsiExhibit 10.1 to the
Registrar’'s Current Report on Forn-K dated September 9, 2011, is incorporated heneihib 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 pursuémiSection 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.
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S| GNATURES

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.

November 8, 201 /s Greg Hensle

Date Greg Hensle:
Co-President and Chief Executive Officer
(Principal Executive Officer

November 8, 201 /s/ Thomas McFa

Date Thomas McFal
Executive Vice-President of Finance and Chief FaiarOfficer
(Principal Financial and Accounting Office
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Numbel

4.2

10.1

31.1
31.2
32.1
32.2
101.INS
101.SCtH
101.CAL
101.DEF
101.LAB
101.PRE

INDEX TO EXHIBITS

Descriptior

Indenture, dated as of September 19, 2011, amoRgi{ly Automotive, Inc. as guarantors, and UMB BaNkA., as Trustee,
filed as Exhibit 4.2 to the Registrant’s currergad on Form 8-K dated September 19, 2011, is pm@ted herein by this
reference

Amendment No. 1 to the Credit Agreement, datedf &=ptember 9, 2011, by and among O’Reilly Autonmtinc., as the
lead Borrower, Bank of America N.A., as AdminisivatAgent, Swing Line Lender and L/C Issuer, fiegiExhibit 10.1 to the
Registrar’'s Current Report on Forn-K dated September 9, 2011, is incorporated hengihib 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.
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Exhibit 31.1 -CEO Certificatiol

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 ref

3. Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presentet
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules13e-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitee designed
under our supervision, to ensure that materiairmédion relating to the registrant, including itmsolidated subsidiaries, is
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financearting, 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 registradisslosure controls and procedures and presenttnisi report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

(d) Disclosed in this report any change in thegegnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

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

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reportin
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; and
(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samiifiole in the
registrant’s internal control over financial repogt

Date: November 8, 2011 /sl Greg Hensle

Greg Hensle:
Co-President and Chief Executive Officer
(Principal Executive Officer



Exhibit 31.2 -CFO Certificatiol

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 ref

3. Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presentet
this report;

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed und
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

b. Designed such internal control over financigloting, or caused such internal control over fiiahreporting 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 registratisslosure controls and procedures and presentiisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaieeporting; and

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

a. All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; and
b. Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

Date: November 8, 2011 /s/ Thomas McFa

Thomas McFal
Executive Vice President of Finance and Chief FamarOfficer
(Principal Financial and Accounting Office



Exhibit 32.1 -CEO Certificatiol
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 AutomogéyInc. (the “Company”) on Form 10-Q for the peratted September 30, 2011, as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Greg Henslee, Chirécutive Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agpsstbpursuant to Section 906 of the Sarbanes-Oxepf 2002, that, to the best of my
knowledge:

(1)  The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exgj@Act of 1934, as
amended; an

(2) The information contained in the Report faphesents, in all material respects, the finana@abdition and results of
operations of the Compan

/sl Greg Hensle

Greg Hensle:

Chief Executive Officer
(Principal Executive Officer

November 8, 201

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 gerniacarporation 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 Certificatiol
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 AutomogéyInc. (the “Company”) on Form 10-Q for the peratted September 30, 2011, as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Thomas McFall, Chi&iancial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agpsstbpursuant to Section 906 of the Sarbanes-Oxepf 2002, that, to the best of my
knowledge:

(1)  The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exgj@Act of 1934, as
amended; an

(2) The information contained in the Report faphesents, in all material respects, the finana@abdition and results of
operations of the Compan

/s/ Thomas McFal

Thomas McFal

Chief Financial Officer

(Principal Financial and Accounting Office

November 8, 201

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 gerniacarporation 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 o $lecurities and Exchange Commission or its sfaghuequest



