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(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification #)
200 Holleder Parkway, Rochester, New York 14615
(Address of principal executive offices) (Zip code)

585-647-6400

(Registrant s telephone number, including area code)

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

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. x Yes ~ No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). ~ Yes ~ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a Shell Company (as defined in Rule 12b-2 of the Exchange Act). = Yes x No

As of January 22, 2011, 30,382,487 shares of the Registrant s Common Stock, par value $ .01 per share, were outstanding.
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MONRO MUFFLER BRAKE, INC.

PART I - FINANCIAL INFORMATION

Item 1. Financial Statements
MONRO MUFFLER BRAKE, INC.

CONSOLIDATED BALANCE SHEETS

Assets

Current assets:

Cash and equivalents
Trade receivables
Inventories

Deferred income tax asset
Other current assets

Total current assets

Property, plant and equipment
Less Accumulated depreciation and amortization

Net property, plant and equipment
Goodwill

Intangible assets

Other non-current assets

Total assets

Liabilities and Shareholders Equity

Current liabilities:

Current portion of long-term debt

Trade payables

Federal and state income taxes payable

Accrued payroll, payroll taxes and other payroll benefits
Accrued insurance

Warranty reserves

Other current liabilities

Total current liabilities

Long-term debt

Accrued rent expense

Other long-term liabilities
Deferred income tax liability
Long-term income taxes payable

Total liabilities

Table of Contents

(Unaudited)
December 25,
2010

March 27,
2010

(Dollars in thousands)

$ 2,041
2,077
95,619
8,250
17,654

125,641

393,189
(194,632)

198,557
98,766
13,752
10,581

$ 447297

$ 2956
43,626
2,193
17,037
17,755
6,273
11,202

101,042

54,114
6,506
4,661
3,074
5,017

174,414

$ 11,180
1,922
85,817
7,800
17,373

124,092

386,238
(183,492)

202,746
90,372
13,888
13,045

$ 444,143

$ 2933
43,229
4,169
16,730
15,595
5,510
11,211

99,377

96,427
6,473
4,551

560
4,085

211,473
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Commitments
Shareholders equity:
Class C Convertible Preferred Stock, $1.50 par value, $.064 and $.096 conversion value at December 25, 2010

and March 27, 2010, respectively; 150,000 shares authorized, 32,500 shares issued and outstanding 49 49

Common Stock, $.01 par value, 45,000,000 shares authorized; 35,949,508 and 23,646,460 shares issued at

December 25, 2010 and March 27, 2010, respectively 360 236

Treasury Stock, 5,577,984 and 3,682,429 shares at December 25, 2010 and March 27, 2010, respectively, at

cost (72,317) (70,590)
Additional paid-in capital 98,726 88,377

Accumulated other comprehensive loss (2,047) (2,237)
Retained earnings 248,112 216,835

Total shareholders equity 272,883 232,670

Total liabilities and shareholders equity $ 447,297 $ 444,143

The accompanying notes are an integral part of these financial statements.

Table of Contents 5



Edgar Filing: MONRO MUFFLER BRAKE INC - Form 10-Q

Table of Conten

MONRO MUFFLER BRAKE, INC.

CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)
Quarter Ended Nine Months Ended
Fiscal December Fiscal December
2010 2009 2010 2009
(Dollars in thousands, except per share data)
Sales $ 165,528 $ 152,729 $ 485,870 $ 417,408
Cost of sales, including distribution and occupancy costs 100,812 94,171 288,787 243,588
Gross profit 64,716 58,558 197,083 173,820
Operating, selling, general and administrative expenses 45,365 43,531 131,564 123,836
Intangible amortization 500 374 1,091 705
Loss on disposal of assets 185 402 436 522
Total operating expenses 46,050 44,307 133,091 125,063
Operating income 18,666 14,251 63,992 48,757
Interest expense, net of interest income, for the quarter of $3 in 2010 and $17 in 2009,
and year-to-date of $34 in 2010 and $45 in 2009 1,183 998 3,863 4,337
Other income, net 427) 71) (567) (189)
Income before provision for income taxes 17,910 13,324 60,696 44,609
Provision for income taxes 6,852 5,417 23,103 17,289
Net income $ 11,058 $ 7,907 $ 37,593 $ 27,320
Earnings per share:
Basic $ 37 $ 27 $ 1.25 $ 93
Diluted $ .35 $ 25 $ 1.18 $ .89

The accompanying notes are an integral part of these financial statements.
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MONRO MUFFLER BRAKE, INC.

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS

(UNAUDITED)

(Dollars in thousands)

Balance at March 27, 2010
Net income

Other comprehensive income:
Unrealized gain on derivatives contracts ($307 pre-tax)

Cash dividends: Preferred ($.20 per CSE) (V@
Common ($.20 per share) ®

Tax benefit from exercise of stock options

Shares issued in connection with three-for-two stock split

(see Note 2)
Exercise of stock options

Stock option compensation

Balance at December 25, 2010

(1) CSE Common stock equivalent

EQUITY
Accumulated
Additional Other
Preferred Common Treasury Paid-in Comprehensive Retained
Stock Stock Stock Capital Loss (3) Earnings Total

$ 49 $ 236 $(70,590) $ 88,377 $ (2,237) $216,835 $232,670
37,593 37,593
190 190
37,783
(152) (152)
(6,042) (6,042)
3,837 3,837
120 (122) 2)
4 1,727) 4,679 2,956
1,833 1,833
$ 49 $ 360 $(72,317) $ 98,726 $ (2,047) $248,112 $272,883

(2) Includes first and second quarter fiscal 2011 dividend payments of $.06 per CSE paid on both June 18, 2010 and September 17, 2010 and
third quarter fiscal 2011 dividend payment of $.08 per CSE paid on December 13, 2010.
(3) The balance related to the derivatives contracts was $(190) at March 27, 2010. There was no amount related to the derivatives contracts at
December 25, 2010. The balance related to the pension liability was $(2,047) at both December 25, 2010 and March 27, 2010.
The accompanying notes are an integral part of these financial statements.
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MONRO MUFFLER BRAKE, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities -
Depreciation and amortization

Loss on disposal of property, plant and equipment
Stock-based compensation expense

Excess tax benefits from share-based payment arrangements
Net change in deferred income taxes

(Increase) decrease in trade receivables

(Increase) decrease in inventories

(Increase) decrease in other current assets

Decrease in other non-current assets

Decrease in intangible assets

Increase in trade payables

Increase in accrued expenses

Increase in federal and state income taxes payable

Increase in other long-term liabilities

Increase in long-term income taxes payable

Total adjustments

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures

Acquisitions, net of cash acquired

Acquisition of Tire Warehouse, net of cash acquired
Acquisition of Midwest Tire, net of cash acquired
Acquisition of Autotire, net of cash acquired

Acquisition of Cheshire Tire, net of cash acquired

Proceeds from the disposal of property, plant and equipment

Net cash used for investing activities

Cash flows from financing activities:

Proceeds from borrowings

Principal payments on long-term debt and capital lease obligations
Exercise of stock options

Excess tax benefits from share-based payment arrangements
Dividends to shareholders

Table of Contents

Nine Months Ended
Fiscal December
2010 2009
(Dollars in thousands)
Increase (Decrease) in Cash

$ 37,593 $ 27,320
16,813 16,430
436 522
1,833 1,593
(5,342) (1,810)
1,953 5722
(155) 486
(9,523) 637
(400) 400
2,325 689
287 668
211 4,678
1,942 6,846
1,861 7,056
169 213
932 352
13,342 44,482
50,935 71,802
(10,194) (16,207)
(10,232)
(32,483)
(1,959)
(7.312)
(1,925)
114 555
(20,312) (59,331)
123,589 128,665
(166,575) (140,983)
4,076 5,005
5342 1,810
(6,194) (5,430)
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Net cash used for financing activities (39,762) (10,933)
(Decrease) increase in cash (9,139) 1,538
Cash at beginning of period 11,180 3,336
Cash at end of period $ 2,041 $ 4,874

The accompanying notes are an integral part of these financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 Condensed Consolidated Financial Statements

The consolidated balance sheets as of December 25, 2010 and March 27, 2010, the consolidated statements of income for the quarters and nine
months ended December 25, 2010 and December 26, 2009, the consolidated statements of cash flows for the nine months ended December 25,
2010 and December 26, 2009, and the consolidated statement of changes in shareholders equity for the nine months ended December 25, 2010,
include Monro Muffler Brake, Inc. and its wholly owned subsidiary, Monro Service Corporation (the Company ). These unaudited condensed
consolidated financial statements have been prepared by the Company. In the opinion of management, all known adjustments (consisting of
normal recurring accruals or adjustments) have been made to present fairly the financial position, results of operations and cash flows for the
unaudited periods presented.

Certain information and footnote disclosures normally included in annual financial statements prepared in accordance with generally accepted
accounting principles have been condensed or omitted. These condensed consolidated financial statements should be read in conjunction with
the consolidated financial statements and notes thereto included in the Company s Annual Report on Form 10-K for the fiscal year ended
March 27, 2010. The results of operations for the interim periods being reported on herein are not necessarily indicative of the operating results
for the full year.

The Company reports its results on a 52/53 week fiscal year with the fiscal year ending on the last Saturday in March of each year. The
following are the dates represented by each fiscal period reported in these condensed financial statements:

Quarter Ended Fiscal December 2010 : September 26, 2010 December 25, 2010 (13 weeks)
Quarter Ended Fiscal December 2009 : September 27, 2009 December 26, 2009 (13 weeks)
Nine Months Ended Fiscal December 2010 : March 28, 2010 December 25, 2010 (39 weeks)
Nine Months Ended Fiscal December 2009 : March 29, 2009 December 26, 2009 (39 weeks)

During the fourth quarter of fiscal 2010, the Company substantially completed the purchase price allocation for the fiscal year 2010 acquisitions.
Some of the amounts previously estimated changed during the measurement period. This resulted in changes to the Consolidated Balance Sheet
for previous quarters in fiscal 2010. The significant changes in estimates included a decrease in inventory of $1.4 million for the third quarter; an
increase in deferred income tax assets of $1.1 million and $2.6 million for the second and third quarters, respectively; an increase in property,
plant and equipment of $2.0 million and $2.5 million for the first and second quarters, respectively and a decrease of $1.7 million for the third
quarter; an increase in goodwill of $10.1 million for the third quarter; an increase in intangible assets of $1.1 million, $1.7 million and $3.4
million for the first, second and third quarters, respectively; an increase in current portion of long-term debt of $1.3 million for the third quarter;
and an increase in long-term debt of $3.9 million, $4.6 million and $11.4 million for the first, second and third quarters, respectively. The
measurement period adjustments represent updates made to the purchase price allocation based on revisions to valuation estimates in quarters
subsequent to the quarter of acquisition and initial accounting. There were no significant adjustments to the Company s Consolidated Statement
of Income.

Note 2 Stock Split

On November 15, 2010, the Company s Board of Directors declared a three-for-two stock split to be effected in the form of a 50% stock
dividend. The stock split was effective on December 23, 2010 and shares were distributed to shareholders of record as of December 13, 2010.
All basic and diluted earnings per share, average shares outstanding information and all applicable footnotes have been adjusted to reflect the
aforementioned stock split.

Note 3 Acquisitions

The Company s acquisitions are strategic moves in its plan to fill in and expand its presence in its existing and contiguous markets, and leverage
fixed operating costs such as distribution and advertising.

In the first nine months of fiscal 2011, the Company added ten retail tire and automotive repair stores located in Pennsylvania, Maine and
Virginia through three acquisition transactions. Collectively, these stores produced approximately $16.3 million in sales annually based on
unaudited pre-acquisition historical information. The total purchase price of these stores was approximately $10.2 million in cash and the
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assumption of certain liabilities. The acquisitions were financed through the Company s existing bank facility and cash flow from operations. The
results of operations of these acquired stores are included in the Company s results from their respective acquisition dates.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company has recorded its initial accounting for these acquisitions in accordance with accounting guidance on business combinations. The
acquisitions resulted in goodwill related to, among other things, growth opportunities and unidentified intangible assets. All of the goodwill is
expected to be deductible for tax purposes.

The Company has not completed its final purchase price accounting of these acquisitions due to the timing of the acquisitions. As the Company
completes its final accounting for these acquisitions, there may be changes, some of which may be material, to this initial accounting.

In accordance with accounting guidance on business combinations, the Company expensed all costs related to these acquisitions in the first nine
months of fiscal 2011. The total costs related to these acquisitions were not material to the Consolidated Statement of Income. These costs are
included in the Consolidated Statement of Income under operating, selling, general and administrative expenses.

The purchase price of the acquisitions have been preliminarily allocated to the net tangible and intangible assets acquired, with the remainder
recorded as goodwill on the basis of estimated fair values, as follows:

As of December 25, 2010
(Dollars in

thousands)
Other current assets $ 723
Intangible assets 1,243
Other non-current assets 389
Current liabilities (500)
Other long-term liabilities 22)
Total net identifiable assets acquired $ 1,833
Total consideration transferred $ 10,233
Less: total net identifiable assets acquired 1,833
Goodwill $ 8,400

Intangible assets primarily consist of customer lists, a non-compete agreement and a refuse disposal agreement which are being amortized over
their estimated useful lives. The weighted average useful life for these assets is approximately four years.

Note 4 Earnings Per Share
Basic earnings per common share (EPS) amounts are computed by dividing earnings after the deduction of preferred stock dividends by the

average number of common shares outstanding. Diluted EPS amounts assume the issuance of common stock for all potentially dilutive
equivalents outstanding.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following is a reconciliation of basic and diluted EPS for the respective periods:

Quarter Ended Nine Months Ended
Fiscal December Fiscal December
2010 2009 2010 2009

(Dollars in thousands, except per share data)
Numerator for earnings per common share calculation:

Net income $ 11,058 $ 7,907 $ 37,593 $27,320
Less: Preferred stock dividends 61 35 152 137
Income available to common stockholders $10,997 $ 7,872 $ 37,441 $27,183

Denominator for earnings per common share calculation:

Weighted average common shares, basic 30,275 29,649 30,131 29,391
Effect of dilutive securities:

Preferred stock 760 760 760 760
Stock options 880 760 856 712
Weighted average number of common shares, diluted 31,915 31,169 31,747 30,863
Basic earnings per common share: $ 37 $ 27 $ 125 $ 93
Diluted earnings per common share: $ 35 $ 25 $ 118 $ .89

The computation of diluted EPS excludes the effect of the assumed exercise of approximately 49,200 and 198,300 stock options respectively, for
the three and nine months ended December 25, 2010, and 180,000 and 181,500 stock options respectively, for the three and nine months ended
December 26, 2009. Such amounts were excluded as the exercise prices of these options were greater than the average market value of the
Company s common stock for those periods, resulting in an anti-dilutive effect on diluted EPS.

Note S Income Taxes

In the normal course of business, the Company provides for uncertain tax positions and the related interest and penalties, and adjusts its
unrecognized tax benefits and accrued interest and penalties accordingly. The total amount of unrecognized tax benefits were $6.4 million and
$5.6 million, respectively at December 25, 2010 and March 27, 2010, the majority of which, if recognized, would affect the effective tax rate. As
of December 25, 2010, the Company had approximately $.7 million of interest and penalties accrued related to unrecognized tax benefits.

The Company is currently under audit by certain state tax jurisdictions for the fiscal 2001 to 2010 tax years. It is reasonably possible that the
examination phase of the audit for these years may conclude in the next 12 months, and that the related unrecognized tax benefits for tax
positions taken regarding previously filed tax returns may change from those recorded as liabilities for uncertain tax positions in the Company s
financial statements as of December 25, 2010. However, based on the status of the examinations, it is not possible to estimate the effect of any
amount of such change to previously recorded uncertain tax positions.

The Company files U.S. federal income tax returns and income tax returns in various state jurisdictions. The Company s fiscal 2009 and fiscal
2010 U.S. federal tax years and various state tax years remain subject to income tax examinations by tax authorities.

Note 6 Derivative Financial Instruments
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The Company reports derivatives and hedging activities in accordance with accounting guidance on disclosures about derivative instruments and
hedging activities. This statement requires that all derivative instruments be recorded on the balance sheet at fair value. Changes in the fair value
of derivatives are recorded each period in current earnings or other comprehensive income, depending on whether the derivative is designated as
part of a hedge transaction, and if it is, depending on the type of hedge transaction.

Table of Contents 14



Edgar Filing: MONRO MUFFLER BRAKE INC - Form 10-Q

Table of Conten

MONRO MUFFLER BRAKE, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENT

At March 27, 2010, the notional amount of derivative financial instruments, which consisted solely of three interest rate swaps used to minimize

the risk and/or costs associated with changes in interest rates, was $30.0 million. These swaps matured in July 2010.

The effect of derivative financial instruments in cash flow hedge relationships on the financial statements for the three months ended
December 25, 2010 and December 26, 2009 were as follows:

Derivatives in Cash Flow Hedging Relationships

Interest rate contracts

Amount of Gain or (Loss)
Recognized in Other
Comprehensive Income on
Derivatives
(Effective Portion)
2011 2010

(Dollars in
thousands)

$ 0 $ 119

Location of Gain or

(Loss) Reclassified from

Accumulated Other

Comprehensive Income

into Income

(Effective Portion)

Interest income (expense)

Amount of Gain or (Loss)
Reclassified From Other
Comprehensive Income

into Income
(Effective Portion)
2011 2010
(Dollars in
thousands)

$0 $ (230)

The effect of derivative financial instruments in cash flow hedge relationships on the financial statements for the nine months ended
December 25, 2010 and December 26, 2009 were as follows:

Derivatives in Cash Flow Hedging Relationships

Interest rate contracts

Amount of Gain or (Loss)
Recognized in Other
Comprehensive Income on

Derivatives
(Effective Portion)
2011 2010

(Dollars in

thousands)

$ 190 $ 300

Note 7 Supplemental Disclosure of Cash Flow Information

Location of Gain or

(Loss) Reclassified from

Accumulated Other

Comprehensive Income

into Income

(Effective Portion)

Interest income (expense)

The following transactions represent non-cash investing and financing activities during the periods indicated:

NINE MONTHS ENDED DECEMBER 25, 2010:

Table of Contents

Amount of Gain or (Loss)
Reclassified From Other
Comprehensive Income
into Income
(Effective
Portion)
2011 2010

(Dollars in thousands)

$ (268) $ (673)

15



Edgar Filing: MONRO MUFFLER BRAKE INC - Form 10-Q

In connection with the fiscal 2011 acquisitions (Note 3), liabilities were assumed as follows:

Fair value of assets acquired $ 2,354,000
Goodwill acquired 8,400,000
Cash paid, net of cash acquired (10,232,000)
Fair value of liabilities assumed $ 522,000

In connection with the accounting for income tax benefits related to the exercise of stock options, the Company decreased current liabilities and
increased paid-in capital by $3,837,000.

In connection with the recording of capital leases, the Company increased both fixed assets and long-term debt by $1,065,000.

In connection with the acquisition of a store property, the Company increased fixed assets by $700,000 and decreased other current assets and
other non-current assets by $161,000 and $539,000, respectively.

10
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NOTES TO CONSOLIDATED FINANCIAL STATEMENT

In connection with the exercise of stock options and the satisfaction of tax withholding obligations by the Company s Chief Executive Officer
and other members of the Company s Board of Directors, the Company increased current liabilities, common stock, paid-in capital and treasury
stock by $1,120,000, $1,000, $606,000 and $1,727,000, respectively.

NINE MONTHS ENDED DECEMBER 26, 2009:

In connection with the fiscal 2010 acquisitions, liabilities were assumed as follows:

Fair value of assets acquired $ 44,010,000
Goodwill acquired 17,459,000
Cash paid, net of cash acquired (43,679,000)
Fair value of liabilities assumed $ 17,790,000

In connection with recording the value of the Company s interest rate swap contracts, other comprehensive income and other current liabilities
increased by $300,000 and $525,000, respectively, and other long-term liabilities and long-term deferred tax assets decreased by $1,008,000 and
$183,000, respectively.

In connection with the recording of capital leases, the Company increased both fixed assets and long-term debt by $2,694,000.

In connection with the accounting for income tax benefits related to the exercise of stock options, the Company decreased current liabilities and
increased paid-in capital by $2,894,000.

In connection with the exercise of stock options and the satisfaction of tax withholding obligations by the Company s Chief Executive Officer
and other members of the Company s Board of Directors, the Company increased current liabilities, common stock, paid-in capital and treasury
stock by $792,000, $1,000, $2,343,000 and $3,136,000, respectively.

Note 8 Cash Dividend

In November 2010, the Company s Board of Directors declared its intention to pay a regular quarterly cash dividend during the remainder of
fiscal 2011 of $.08 per common share or common share equivalent, retroactively adjusted for the stock split in December 2010, beginning with
the third quarter of fiscal 2011. A cash dividend of $.06 per common share or common share equivalent, retroactively adjusted for the stock split
in December 2010, was paid during both of the first two quarters of fiscal 2011. However, the declaration of and any determination as to the
payment of future dividends will be at the discretion of the Board of Directors and will depend on the Company s financial condition, results of
operations, capital requirements, compliance with charter and contractual restrictions, and such other factors as the Board of Directors deems
relevant.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
Results of Operations

The statements contained in this Form 10-Q that are not historical facts, including (without limitation) statements made in the Management s
Discussion and Analysis of Financial Condition and Results of Operations, may contain statements of future expectations and other
forward-looking statements made pursuant to the Safe Harbor provisions of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements are subject to risks, uncertainties and other important factors that could cause actual results to differ materially from
those expressed. These factors include, but are not necessarily limited to, product demand, dependence on and competition within the primary
markets in which the Company s stores are located, the need for and costs associated with store renovations and other capital expenditures, the
effect of economic conditions, the impact of competitive services and pricing, risks relating to integration of acquired businesses, product
development, parts supply restraints or difficulties, industry regulation, risks relating to leverage and debt service (including sensitivity to
fluctuations in interest rates), continued availability of capital resources and financing, the availability of vendor rebates and other factors set
forth or incorporated elsewhere herein and in the Company s other Securities and Exchange Commission filings. The Company does not
undertake to update any forward-looking statement that may be made from time to time by or on behalf of the Company.

The following table sets forth income statement data of Monro Muffler Brake, Inc. ( Monro or the Company ) expressed as a percentage of sales
for the fiscal periods indicated:

Quarter Ended Nine Months Ended
Fiscal December Fiscal December
2010 2009 2010 2009
Sales 100.0% 100.0% 100.0% 100.0%
Cost of sales, including distribution and occupancy costs 60.9 61.7 59.4 58.4
Gross profit 39.1 383
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