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PriceSmart
Is a retail enterprise modeled
after the first membership
merchandising chain in the
United States, the Price Club.

What the Headli
Are Saying

PriceSmart delivers significant
value to the member-customer
through an effective and
efficient pipeline that leverages
economies of scale in aggressive
buying, low-cost distribution and
streamlined operations.
Vision
To become part of our members’
quality of life.
Mission
A strategically focused, volumedriven and entrepreneurial
membership merchandise and
services leader delivering quality,
value and low prices to the rapidly
emerging consumer class in
Central America, the Caribbean
and Asia.

PriceSmart was recognized as one of 75 companies
whose presence and vision inspire the Central
America region. PriceSmart was applauded for
creating and leading a new retail sector and for its
fast market penetration, cutting-edge technology
and excellent relations with suppliers.
Estrategias y Negocios Magazine
75 Most Admired Companies in Central America
and the Dominican Republic
September 2000

“To Caesar what belongs to Caesar.
(PriceSmart) has proven to be a very aggressive
competitor in its expansion plan and with very
good managers that have done a great job
entering a market niche that had not been
discovered yet,” said Jose Manuel Campos,
director of United Supermarkets Corporation,
a trade organization of supermarket chains in
four countries in Central America.
Actualidad Económica
PriceSmart Widens the Horizons
of Suppliers

nes
PriceSmart received the cover page
honor with a story titled "The New Kid
On the Block" in the regional Spanish
business magazine. It is noted
that PriceSmart's impact is being
felt strongly in the retail sector
as a whole. Prices have gone
down and quality has appeared
on the consumer radar.
Estrategia y Negocios Magazine
The New Kid On the Block
March 2000
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A Letter to Our Stockholders

Robert Price
Chairman

During the past 18 months, through our organic growth,
we opened 15 new warehouse club stores in seven different emerging markets. The new stores, by themselves,
are expected to generate between $400-450 million in
new annual sales. We now have 17 warehouse club stores
operating in Central America and the Caribbean and six
licensee-operated stores in China and Saipan, Micronesia.
We are among the fastest-growing “bricks and mortar”
retailers today, and are certainly one of the fastest-growing
retailers in the Central American and Caribbean marketplaces. As a volume-driven merchant, we have had a
positive impact on the standard of living of millions of
people by reducing the price of the basic basket of
consumer goods, while at the same time introducing
high-quality, low-priced U.S. and international-branded
and private-label merchandise. We have become the first
retailer to weave together the Central American consumer
market, and we are quickly moving to establish a prominent position in the Caribbean. We are building a solid,
sustainable and growing business in markets where no
one thought it possible. We are becoming part of our
members’ quality of life.
Our operating results for the fiscal year ended August
31, 2000 were impressive, as annual revenues increased
180 percent from $108.9 million in FY1999 to $304.6 million. Warehouse sales increased 227 percent from $89.2
million in FY1999 to $292 million. Membership accounts
increased 180 percent from 148,000 in FY1999, to 414,000
accounts (representing 685,000 member-customers) in
FY2000. Because of one-time costs associated with our
aggressive rollout of 11 new warehouses during fiscal 2000
(mostly pre-opening costs of $7.7 million), we reported a
loss this year of $5.4 million or $1.01 per share vs. a loss
of $3.9 million or $0.76 in FY1999.

Gil Partida
President and
Chief Executive Officer
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To focus exclusively on our core membership warehouse club business, we sold our travel business during
the past year. We also sold our City Notes. We recognized
a one-time gain from these sales in the amount of $5.1
million. In total, these two transactions raised $25 million
in cash for continued store expansion.
To accelerate future growth, we have entered into jointventure agreements with foreign local partners in Aruba,
Barbados and the Philippines. Foreign ownership of retail
operations in each of these markets had been restricted or
prohibited prior to PriceSmart’s entry. Through diligence
and perseverance, we were able to overcome these obstacles. In addition to the Caribbean, we believe the Philippines represents a significant new growth opportunity.
The Philippines has an estimated 80 million consumers
who have similar characteristics and represent twice
the population of all of Central America, and Filipino
consumers have a long and well-established preference
for U.S. goods.

Two years ago, we set
PriceSmart on a course for dramatic growth. Over the last two
fiscal years, we have increased
warehouse sales by over 500
percent from $48.3 million to $292
million. We now have 17 warehouse clubs in Central America
and the Caribbean and we anticipate opening six new additional
warehouse clubs in FY2001. More
importantly, in just two years this
growth gives us the opportunity
to attain two of our most important
goals: to exceed $500 million in
sales revenue and to achieve profitability in fiscal 2001. Our sights
are now set on achieving annualized sales of $1 billion by FY2003.

East Side Santo Domingo, Dominican Republic
As we increase merchandise sales, we are also adding
new services for our members to help them with the onestop-shopping experience they want and need in these
markets. In addition to photo processing, food service
and tire centers in our clubs, we offer or will soon offer
in-house banking, pharmacies and optical centers. Also,
we have recently launched our Internet telephony service
to provide our members free calls (where allowed by local
laws) to the U.S. and Canada and significant discounts on
long distance calls to the rest of the world. This service
has been very well received by our members.
We also completed the purchase of our joint venturers’
interests in 14 PriceSmart stores in Panama, Costa Rica,
El Salvador, Honduras, and the Dominican Republic in
return for the issuance of 986,000 shares of PriceSmart
stock. Our former joint venture partners in these countries
are now PriceSmart stockholders. Their interests are
aligned with ours and all PriceSmart shareholders in their
desire to build shareholder value. They continue to work
with us in their respective markets through board positions
with our subsidiary companies.

Emerging market retailing presents certain challenges that mature
markets do not have. These challenges require our management
team to be there, on the ground, to
succeed. That is why we live by the
rule: Act global, Be local. That is
why key members of our management team average approximately
150,000 miles of travel each year, with some of us logging
over 300,000 miles. Our physical presence in each of our
markets allows us to be ahead of the curve in today’s marketplace. It also presents a very real opportunity to grow in
underserved markets. It is this market opportunity that
PriceSmart seeks to capture.
People helping people; providing high-quality U.S.
products; providing better prices; providing new services.
That’s why we think this is the winning formula! We have
a unique opportunity to continue to build a great business,
improve the lives of consumers in emerging markets, and
to do so at a fair profit to the benefit of our shareholders.
This is what drives us. For making our vision a continued
reality, we thank you, our stockholders, and all of our dedicated employees.

Gil Partida
President and
Chief Executive Officer

Robert Price
Chairman

October 31, 2000
San Diego, California
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Strategically
Focused
“Act Global, Be Local”
Drives PriceSmart’s Organic Growth
If there has been one overriding factor in PriceSmart’s success, it is the Company’s ability to stay strategically focused
in tackling the many challenges associated with building an
international warehouse club business.
Without a strategic focus the many geographic, economic
and cultural barriers of creating such a business would have
simply overwhelmed the Company. With it, PriceSmart has
turned those barriers into opportunities and is delivering
quality goods and services at low prices in emerging markets.
The core of that strategic focus is PriceSmart’s dedication
to “Act Global, Be Local.” The Company’s management
team is on the ground, in each country, working closely with
business partners, local governments and club members.
Senior executives log 150,000 to 300,000 miles per year.
Management Team members are driven because they love
what they do. They touch our member-customers, make a
difference in their lives and are building a successful
business.
That level of involvement has enabled PriceSmart to avoid
simply stamping out stores. Quality control from product
acquisition all the way through customer checkout is carefully maintained and continually enhanced. Problems that arise
are addressed and solved immediately.
It is a critically important formula that has allowed
PriceSmart to grow at an incredible pace while maintaining
the all-important ability to operate efficiently and effectively.
The payoff: improved quality of life for PriceSmart members
and long-term value for Company shareholders.

17 Warehouses, 7 Countries
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What They’re Saying
About PriceSmart
"Definitely, PriceSmart with its
revolutionary style, has renovated the retail system, providing a new alternative that
promises to offer the consumer
a variety of products at prices
that are more accessible and
higher quality, all within a very
pleasant environment."
Mireya Moscoso
President of Panama

"Thank you PriceSmart for
investing in Costa Rica, thank
you for promoting strong
competition among the different market participants, and in
particular, for benefiting the
Costa Rican consumer."
Dr. Miguel Angel Rodriguez
President of Costa Rica
Tegucigalpa, Honduras

"Thanks to what PriceSmart
offers, there will be a significant improvement in the
quality of life of the East Side
(Santo Domingo) Community."
Hipolito Mejia
President of the Dominican
Republic

Dominican Republic President Hipolito
Mejia (center) attending the opening
of the third PriceSmart warehouse in
his country, with Alberto Bonetti (left)
and Gil Partida.
5

Volume Driven
What They’re Saying
About PriceSmart
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“Organizations formed by
manufacturers, suppliers and
retailers (supermarkets and the
like) have all banded themselves together to keep profit
margins at an all time high . . .
I, therefore, am so delighted
when I see monopolies that
have been almost, as it were,
cast in concrete, having no
other redress but to bow to
meet the challengers in the
present market scenario. Break
the Monopolies, I want to think,
is the motto of the Government
and I certainly hope that
PriceSmart opens. The strange
thing is that they will all make
profits and survive, however
cheap they have to sell. I just
love the competition, that
is one way the poor man
benefits from the actions of
his government.”

Opening weekend in Trinidad and Tobago.

B. Jagroop
Newsday
Trinidad & Tobago

Stores in Operation

Rapid Sales Growth Transforms
PriceSmart into Major Retail Player
What started only a few years ago as a vision that a company
could succeed by becoming an important part of its customers’ lives has quickly evolved into one of the major
international retailing success stories of the past decade.
PriceSmart believed that if the basic basket of consumer
goods could be made more affordable while providing highquality U.S., international and local products, a greater volume of sales would result and drive revenue.
The key to that strategy was using membership merchandising to drive core volume. By providing unparalleled
value for members in strategic markets throughout Central
America and the Caribbean, PriceSmart built a large and
loyal membership base, which in turn accelerated warehouse
sales.
The push to become the low-cost provider of goods and
services in key international metropolitan markets has paid
off — and rapidly . . . 15 new warehouses in seven different
emerging markets in the past 18 months . . . expected
revenues of $500 million in FY2001 . . . membership growth
far above expectations . . . six new locations planned to
open in FY2001.
Few companies have ever created the kind of volume
levels through organic growth combined with margin growth
that PriceSmart has, especially in emerging countries.
The company is now in the enviable position of being the
only retail player with a presence stretching from Central
America to the Caribbean.

Key PriceSmart strategy:
low prices create sales volume,
volume creates buying opportunities,
which in turn brings about lower prices.
Warehouse Sales

Total Membership
Central America and Caribbean*

*Totals exclude membership in Asia licensee locations
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Entrepreneurial
What They’re Saying
About PriceSmart
“On behalf of the current
administration, we want to
praise the efforts of the local
and international investors
of PriceSmart. This project
demonstrates the private
sector’s faith on the stability
of the country. The project will
contribute to the social and
economic development of
Tegucigalpa, creating new
business opportunities and
permanent jobs. We are sure
PriceSmart’s innovative leadership will bring competitiveness into the retail sector,
benefiting the consumer.”
Oscar Caffati
Minister of Economy of Honduras

“More than 150 Barbadians
will be employed when the
American retail giant
PriceSmart opens its large,
new-style . . . operation here
in 12 months.”
Daily Nation
Barbados
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Creating a Model Market
The power of adaptability, flexibility and determination can be seen with
PriceSmart's success in Honduras. When the Company first arrived in this
small Central American country, it faced literally dozens of logistical and
political barriers associated with doing business in the emerging metropolitan
city of San Pedro Sula.
The store opened on September 30, 1999, with lower than planned sales
annualizing at approximately $19 million (and slowing). Although we had a
slow start, one by one we talked with our members and adapted the way we
do business. We took on the challenges and created a
thriving and profitable warehouse club business
HONDURAS
with current sales annualizing at over $25 million
(and growing) which benefits our growing membership base
and shareholders — a true win-win.

Adaptability, Flexibility, Resourcefulness
and Determination Fuel PriceSmart’s Success
It was only with an incredible entrepreneurial spirit on the
part of everyone from corporate executives to the warehouse clerks that PriceSmart has been able to accomplish
what some considered to be an impossible mission: to
build a warehouse-club business in Central America and
the Caribbean.
Jumping into challenging emerging markets, PriceSmart
has not only survived, but thrived through a combination of
flexibility, resourcefulness and sheer determination.
From the very beginning, PriceSmart refused to be discouraged by what some said, or predicted...local businesses
would block a warehouse business from even getting started
. . . crucial political connections would be impossible to
make . . . the warehouses couldn’t be filled with goods . . .
members would be difficult to attract . . . sales would never
get off the ground . . . and profits would never materialize.
Motivated by a belief in their vision and energized by
the challenges, PriceSmart employees acclimated to each
market and acted quickly to address each obstacle. The
Team moved fast to position PriceSmart as a new category
leader. Because it persevered, today PriceSmart is not only
successful, it’s a respected player in each of its markets
with a reputation for quality, value and commitment to the
community that grows more impressive daily (see headlines
page 1).
With a determined Team, PriceSmart has cemented its
initial market position, and as a result the Company holds a
“first-to-market“ advantage over potential competitors.

Ventajas, our membership magazine,
is recognized by 61 percent of the
membership base in Central America.
The members-only magazine reinforces the value of membership and
provides information on PriceSmart
products and services.
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Membership
What They’re Saying
About PriceSmart
“The recently opened Trinidad
PriceSmart is one of the better
things to have happened to
this country. It is the first time
we have had anything like
this, and the savings that have
been passed on to us are
tremendous. With just one
visit I was able to ‘recover’
the membership fee.”
Peter Laltoo
PriceSmart Member
Trinidad & Tobago

“Thank the Lord PriceSmart
has come to Trinidad.”
Imtiaz Ali
PriceSmart Member
Trinidad & Tobago

Our commitment to value compels us to
constantly pursue ways to lower costs and
increase value to our membership. We’re
making sure that the more members buy,
the greater the return will be on their membership commitment.
...we are creating a solid and loyal relationship
with our members.
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Becoming Part of Our Members’ Lives
Builds Tremendous Loyalty
Membership is one way we emphasize our professional
relationship with the customer. The person who pays you
a membership fee is making a commitment. We have a
professional duty to our members; our reputation and
credibility is based on our ability to deliver the best value
and to eliminate as many costs as possible.
We continued the strong three-point marketing program
introduced last year: to analyze the market, build awareness
of the concept and develop brand identity. Our practice of
stimulating membership before the doors open led us to a
record opening in Trinidad & Tobago with 27,000 accounts
on opening day.

“I can’t wait to get
savings for my family.
I have my card already!”

The appeal of membership shopping continues to be
seen in the growing numbers of member-customers.

“Since the first day PriceSmart
opened, we have come to shop
once a week, the customer
service is great, the products
are all of excellent quality, the
environment very nice, relaxing.”
Helena Toledo
PriceSmart Member
Honduras
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Merchandise
What They’re Saying
About PriceSmart
“The emergence of PriceSmart,
therefore, marks a heightened
awareness among consumers
of the potential benefits of competition. As price-consciousness
rises, consumers begin to
question why should they pay
more . . .The emergence of
foreign competition, then, can
be seen as responsible for
giving impetus to change in
the dynamics of the supermarket and related trades in the
country. The consumer can
only benefit.”
Editorial
Trinidad Guardian

“This e-mail is to congratulate
you on your new warehouse
in Tegucigalpa, where I find
products of very high quality
and very good prices when
compared to the rest of the
local marketplace.”
Gustavo Sunsin
Honduras

Suppliers say:
“PriceSmart does what it
says it will.”
“We want to grow with
PriceSmart in our country
and beyond.”
“PriceSmart is the most
dramatic retail concept
to hit the market in three
generations.”
“We have confidence
selling to PriceSmart.”
“PriceSmart is the only
retail concept that is
continuing to grow
market share.”
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We Are Merchants and PriceSmart Is a
Membership-Merchandising Business

The PriceSmart product mix includes
a complete line of fresh and frozen
foods, automotive supplies, candy,
snack items, office supplies, computers and equipment.

Our merchandising philosophy and business practices were
created by Sol and Robert Price, the founders of Price Club.
Our philosophy is emphasized in operations at all levels by
applying "The Six Rights of Merchandising."
Simply stated, "The Six Rights of Merchandising" require
that PriceSmart has the Right Merchandise, in the Right
Place, at the Right Time, in the Right Quantity, in the Right
Condition, at the Right Price.
We also emphasize The Right Service. PriceSmart aims to
meet or exceed customer expectations with an emphasis
on delivering quality and creating a positive shopping
experience.

• Fresh beef, poultry and fish
• Export-quality produce
• Frozen foods
• Deli
• Clothing
• Electronics
• Business supplies
• Home furnishings
• Health and beauty aids
• Snacks and beverages
• Cell telephones and pagers
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Services Leader
What They’re Saying
About PriceSmart

Telephony –
Free Calls to the U.S. via Internet

“I am very pleased with the
PC-to-Phone service. As a U.S.
priest working in El Salvador,
I must frequently call to the
U.S. from El Salvador. This
service is a wonderful way for
us to reduce costs and stay in
touch. I had my doubts but
even at less than great Internet
speeds, the connection is
clear. Thanks.”

Tire and Auto
Accessories Center

Father John D. King
PriceSmart Member
El Salvador
Fresh Hot Bakery
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Our Added In-Store Services Drive
Income, Set Us Apart from Competition
and Add Value to Membership.

Pharmacy

1-Hour Photo Processing

Banking Services

Optical Center

New York-Style Fresh Pizza
15

Quality, Value
What They’re Saying
About PriceSmart
”I love shopping at PriceSmart,
it’s so big, and has so many
interesting products. Customer
service is excellent; the
employees always help us
find what we need. I come
every two weeks and also like
buying the perishables.”
Margarita Lara
PriceSmart Member
Costa Rica

“PriceSmart has a very different
operations style. They are very
demanding in regards to quality.
They have brought into the
market important changes in
that regard. PriceSmart has
made supermarkets now worry
about providing quality to their
customers, they have set the
quality factor into the radar of
the Central American consumer,
they are establishing new standards,” says Jose Alfonso Gago,
general manager of Gago
Brothers, an import-export
company which provides
PriceSmart with fruits and
vegetables.
Cover Story
Estrategia Y Negocios
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For PriceSmart members, the ability to
obtain high-quality U.S. and local products
and services at low prices improves their
lives. They eat better, they can buy more
goods for their families and they have
access to services that enhance their lives.

and
Low Prices
The Benefits of Membership
Impact Our Members’ Lives
There is a pure emotional element behind PriceSmart’s success, and it’s expressed both by the Company’s warehouseclub members and its own executives and employees.
For PriceSmart members, the opportunity to obtain highquality U.S. and local products and services at low prices is
emotional because it improves their lives. They eat better,
they can buy more goods for their families and they have
access to services that enhance their lives.
As a result, their loyalty to PriceSmart is evidenced by the
Company’s strong sales growth. PriceSmart value doesn’t
just impact the members, it affects the entire country. From
the very first day a PriceSmart warehouse opens for business, the dynamics of pricing in the local marketplace
changes for the better.
This process is also highly emotional for those who work
for PriceSmart. It is a special feeling — and one PriceSmart
employees experience daily— to see that their actions truly
make a difference in the lives of their customers. It is what
drives them to provide even better service for PriceSmart
members.
It is this emotional core to PriceSmart’s business that
has fueled the Company’s rapid early success and forms a
foundation for even greater future prosperity for members,
employees and PriceSmart shareholders.

“Brand-name products,
electronics, tires and more
all under one roof...
I’m glad I have my card!”
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Emerging Consumer
Class
What They’re Saying
About PriceSmart
“I buy here mainly because
the products are of excellent
quality, the prices are good
and I like to purchase foreign
goods. Another reason is that
I live far away from the city, so
I love getting big packages.”
Majorie Torres
PriceSmart Member
Costa Rica
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PriceSmart Success Spurred by
Growing Demographic Group
When PriceSmart decided to build membership-warehouse
clubs in emerging countries, the Company believed success
of the concept would hinge on reaching a growing consumer
class in Central America, the Caribbean and Asia.
Two years later, the numbers are in, and the Company’s
belief was not only correct, it actually underestimated the
impact of this rapidly expanding demographic group.
Motivated by the ability to obtain high-quality U.S.,
international and local products and services at low prices,
we believe this new breed of consumers has embraced
PriceSmart like no other warehouse-club membership in
the world.
They are part of a growing middle class that has more
disposable income. They are accustomed to buying in the
U.S. Many are two-income families, others are small business owners. All of them go to PriceSmart to buy business
supplies and consumer products for personal and family
use.
It’s a phenomenon that has helped PriceSmart post some
of the highest per-capita membership numbers in the history
of warehouse clubs with sales volume to match. So solid a
foundation does this group provide, PriceSmart will continue
its aggressive expansion, with at least six new warehouses
scheduled to open in the coming year.

Motivated by the ability to
obtain high-quality U.S., international and local products and
services at low prices, we believe
this new breed of consumers
has embraced PriceSmart like
no other warehouse club membership in the world.
w w w.p r i c e s m a rt. c o m
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We Now Have 17 Warehouse Clubs in
Central America and the Caribbean
We anticipate opening 6 warehouse clubs in FY2001.
Currently in Development*
Aruba #1
Spring 2001

St. Thomas,
U.S. Virgin Islands #1
Spring 2001

Trinidad and Tobago #2
Fall 2001

Guatemala #3
Spring 2001

Philippines #1
Summer 2001

Barbados #1
Fall 2001

Currently Open Locations
(As of November, 2000)

Currently Open
Licensee Locations*

Costa Rica #1
June 1999
Costa Rica #2
May 2000
Costa Rica #3
June 2000

Bejing, China
Haidan
January 1997
Jin Song
April 1998
Yu Quan
April 1999

Panama #1
October 1996
Panama #2
December 1997
Panama #3
November 1999
Panama #4
June 2000
Guatemala #1
April 1999
Guatemala #2
August 2000

El Salvador #1
August 1999
El Salvador #2
April 2000
Honduras #1
September 1999
Honduras #2
May 2000
Dominican
Republic #1
December 1999
Dominican
Republic #2
December 1999
Dominican
Republic #3
October 2000

Sichuang
Chengdu
August 2000
South China
Kumming
February 1999
Saipan
May 1995

Trinidad and
Tobago #1
August 2000

What’s Next?
• Achieving profitability in FY2001
• Now our sights are set on achieving annualized sales of over
$1 billion by FY2003

Additional Planned
Locations*
Aruba #1
March 2001
Guatemala #3
Financial
Information
April
2001
St. Thomas,
Selected
U.S. VirginFinancial
Islands #1Data
April 2001
M
anageme#1
nt’s Discussion
Philippines
and
Analysis
May 2001
Trinidad and Tobago #2
Financial
Statements
August 2001
Barbados #1
Market2001
for Common Stock
August

22-25
26-44
45

and
Related Stockholder Matters

Location ofand
the warehousDirectors
es,
as follows:
Executive
Officers
of the Company
Currently Open Locations
(As of November, 2000)
Costa Rica #1
June 1999
Costa Rica #2
May 2000
Costa Rica #3
June 2000

Panama #1
October 1996
Panama #2
December 1997
Panama #3
November 1999
Panama #4
June 2000
Guatemala #1
April 1999
Guatemala #2
August 2000
El Salvador #1
August 1999
El Salvador #2
April 2000
Honduras #1
September 1999
Honduras #2
May 2000
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Selected Financial Data (In Thousands, Except Earnings (Loss) Per Share)
The following table sets forth selected consolidated financial data of the Company for the five fiscal years
ended August 31, 2000.
Selected Consolidated Financial Data
(Amounts in Thousands, Except Earnings (Loss) Per Share)
Fiscal Years Ended August 31 (1)
2000

1999

1998

1997 (2)

1996 (2)

Income Statement Data:
Net warehouse sales
Export sales
Membership fees and royalties
Travel and auto programs

$ 292,013
421
8,216
3,965

$

89,184
6,773
2,008
10,907

$

48,287
32,813
2,720
13,368

$

21,750
37,292
3,139
12,194

$

36,211
2,164
9,875

Total revenues

304,615

108,872

97,188

74,375

48,250

Cost of goods sold
Selling, general and administrative (3)
Preopening expenses

256,652
53,772
7,681

84,638
32,021
4,949

74,684
26,421
433

55,947
25,993
614

34,644
31,069
-

Operating loss
Net interest and other income (expense) (4)
Income (loss) before provision (benefit)
for income taxes
Net income (loss)

(13,490)
7,927

(12,736)
9,034

(4,350)
7,492

(8,179)
1,237

(17,463)
(696)

3,142
3,028

(6,942)
$ (24,843)

(18,159)
$ (11,423)

Earnings (loss) per share:
Basic (5)
Diluted (5)
Balance Sheet Data:
Cash and cash equivalents
Marketable securities
Total assets
Long-term debt
Stockholders’ equity (6)

$

(5,563)
(5,444)

$

(3,702)
(3,892)

$

$

(1.01)
(1.01)

$

(0.76)
(0.76)

$

0.51
0.50

$

(4.20)
(4.20)

$

(1.93)
(1.93)

$

24,503
5,482
261,400
50,532
131,683

$

14,957
17,627
152,074
7,787
93,861

$

5,639
56,133
124,576
103,081

$

58,383
125,885
107,172

$

97,981
86,990

(1) Effective September 1, 1997, the Company changed its 52/53 week fiscal year which ends on the Sunday nearest
August 31 to a fiscal year end of August 31. For ease of presentation, all fiscal years in this report are referred
to as having ended on August 31.
(2) Prior to fiscal year 1998, the Company operated as certain subsidiaries of Price Enterprises, Inc. (“PEI”).
Accordingly, the financial data of the Company during each of the three fiscal years ended August 31, 1997 has
been prepared as though the Company had been a stand-alone business.
(3) Prior to fiscal year 1998, PEI provided administrative services to the Company. Amounts allocated to the
Company for corporate administrative expenses for fiscal years 1997 and 1996 were $1,065 and $1,350, respectively.
(4) Net interest and other income (expense) includes interest income, gains and losses on sale of assets, interest on
bank borrowings and minority interest of shareholders in joint venture businesses.
(5) For fiscal years 1996 and 1997, loss per share is based on the 5,908,235 shares issued in connection with the distribution (see 2).
(6) Prior to fiscal year 1998, stockholders’ equity represents the net assets transferred and the earnings of the
businesses and assets comprising PriceSmart, Inc. on a historical basis.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations
This Annual Report contains forward-looking statements concerning the Company’s anticipated future revenues and earnings, adequacy of future cash flow and related matters. These forward-looking statements
include, but are not limited to, statements containing the words “expect”, “believe”, “will”, “may”, “should”,
“project”, “estimate”, “scheduled”, and like expressions, and the negative thereof. These statements are subject to risks and uncertainties that could cause actual results to differ materially from the statements, including
foreign exchange risks, political or economic instability of host countries, and competition, as well as those
risks described in the Company’s SEC reports, including the Company’s most recent Annual Report on Form
10-K filed pursuant to the Securities and Exchange Act of 1934.
The following discussion and analysis compares the results of operations for each of the three fiscal years
ended August 31, 2000 and should be read in conjunction with the consolidated financial statements and the
accompanying notes included elsewhere in this report.
In fiscal 2000, the Company opened eleven new US-style membership shopping warehouses operating in
Central America and the Caribbean, two in Honduras (September 1999 and May 2000), two in Panama
(November 1999 and June 2000), two in the Dominican Republic (both in December 1999), two in Costa Rica
(May and June 2000), one in El Salvador (April 2000), one in Guatemala (August 2000), and one in Trinidad
(August 2000) bringing the total number of warehouses operating in seven countries to sixteen as of August
31, 2000. This compares to five warehouses operating in four countries at the end of fiscal 1999 and two warehouses operating in one country at the end of fiscal 1998. Subsequent to fiscal 2000, the Company opened an
additional location in Santo Domingo, Dominican Republic in October 2000. Also, there were six warehouse
stores in operation (five in China and one in Saipan, Micronesia) licensed to and operated by local business
people at the end of fiscal 2000, versus four licensed warehouse stores at the end of fiscal 1999 and fiscal 1998.
Net warehouse sales increased 227% to $292.0 million in fiscal 2000 from $89.2 million in fiscal 1999. The
increase was primarily a result of the eleven new warehouses opened throughout fiscal 2000 and a full year of
operations from three new warehouses opened in the prior fiscal year. Net warehouse sales increased 85% to
$89.2 million in fiscal 1999 from $48.3 million in fiscal 1998. The increase was primarily a result of three new
warehouses opened during fiscal 1999 and a full year of operations related to a warehouse opened in
December 1997.
The Company’s warehouse gross margins for fiscal 2000 were slightly lower at 12.3% compared to 12.4%
for fiscal 1999. The change between years is primarily a result of anticipated lower margins during the initial
entry into a market, which resulted from the Company opening eleven new warehouses in fiscal 2000, compared to three in fiscal year 1999. The lower margins associated with the opening of new warehouses were offset against increased sales from higher margins in ancillary businesses, including food services, bakery
departments, tire centers, photo centers, pharmacy and optical services. The Company’s warehouse gross margins for fiscal 1999 were 12.4% compared to 11.7% for fiscal 1998. The increase was primarily due to increased
sales from higher margin ancillary businesses. The Company expects that its warehouse gross margin percentages will increase in fiscal 2001, reversing a decline from the third and fourth quarters of fiscal 2000.
Export sales to the Company’s licensee warehouses in Asia decreased to $421,000 in fiscal 2000 from $6.8
million and $32.8 million for fiscal years 1999 and 1998, respectively. The Company does not anticipate export
sales to its licensees in future periods as the Company shifted its focus on Company owned and operated
stores.
The Company’s export sales gross margin for fiscal 2000 was 3.8% compared to 3.2% and 2.3% for fiscal
years 1999 and 1998, respectively. The gross margin percentages on export sales are based on the varying
agreements the Company has with its licensees and the gross margin amount that the Company can earn
under these agreements.
Membership fees and royalties increased 309% to $8.2 million in fiscal 2000 from $2.0 million in fiscal 1999.
Membership fees (including advertising, rental and other warehouse income) increased 469% to $7.4 million
from $1.3 million in fiscal year 1999. The increase was a result of the eleven new warehouses opened in fiscal
2000 and an increase in average memberships per warehouse. Royalties increased to $840,000 in fiscal 2000
from $674,000 in fiscal 1999. The increase in royalties was primarily due to the increase in number of licensees
in fiscal 2000 compared with fiscal 1999. Membership fees and royalties decreased to $2.0 million in fiscal 1999
from $2.7 million in fiscal 1998. Membership fees (including other warehouse income) increased 30% to
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$1.3 million in fiscal 1999 from $1.0 million in fiscal 1998. The increase was a result of the three new warehouses opened in fiscal 1999 and an increase in average memberships per warehouse. Royalties decreased
to $674,000 in fiscal 1999 from $1.7 million in fiscal 1998. The decrease in royalties was primarily due to the
closure of licensee stores in Indonesia and the Philippines in late fiscal 1998.
Travel and auto program revenues were $4.0 million in fiscal 2000 compared to $10.9 million in fiscal 1999.
The decrease was due to the sale of the travel program in March 2000 and the sale of the auto referral business in mid-fiscal 1999 (see “Notes to Consolidated Financial Statements”). Travel and auto program revenues
decreased to $10.9 million in fiscal 1999 compared to $13.4 million in fiscal 1998. The decrease was due to the
sale of the auto referral business in mid fiscal 1999, partially offset by an increase in travel program revenues.
Warehouse operating expenses increased to $34.1 million, or 11.7% of net warehouse sales, for fiscal 2000
from $9.6 million, or 10.8% of net warehouse sales, for fiscal 1999. The increase in warehouse operating
expenses is attributable to the eleven additional warehouses opened in fiscal 2000. The increase in warehouse
operating expenses as a percentage of net warehouse sales is primarily attributable to higher costs realized in
the first year of operations of the eleven warehouses opened in fiscal 2000, and from cannibalization of sales
from additional locations operating in the same metropolitan markets. Warehouse operating expenses
increased to $9.6 million, or 10.8% of net warehouse sales, for fiscal 1999 from $5.7 million, or 11.9% of net
warehouse sales, for fiscal 1998. The increase in warehouse operating expenses is attributable to the three
additional warehouses opened in fiscal 1999. Warehouse operating expenses as a percentage of net warehouse sales decreased in fiscal 1999 primarily as a result of operational cost savings achieved from the two
existing stores that were operational before fiscal 1998, offset by higher costs realized during the first year of
operations from the three warehouses opened in fiscal 1999.
General and administrative expenses increased to $18.1 million, or 6.2% of net warehouse sales, for fiscal
2000 from $15.5 million, or 17.3% of net warehouse sales, for fiscal 1999. General and administrative expenses have increased between periods to support planned expansion efforts and improvements in building the
infrastructure to support the rapid growth. As a percentage of net warehouse sales, general and administrative
expenses have declined due to higher sales from the additional warehouse openings in fiscal 2000. As the
eleven new warehouses opened during fiscal 2000 continue to move toward operational efficiencies, the
Company expects that the warehouse operating expenses as a percentage of sales will improve in early fiscal
2001. General and administrative expenses increased to $15.5 million, or 17.3% of net warehouse sales, for
fiscal 1999 from $10.6 million, or 21.9% of net warehouse sales, for fiscal 1998. General and administrative
expenses increased between periods to support planned expansion efforts and improvements in building the
infrastructure to support the rapid growth. As a percentage of net warehouse sales, general and administrative
expenses have declined due to higher sales from added warehouse openings and costs savings realized in
fiscal 1998.
Travel and auto selling, and general and administrative expenses represent the respective operating expenses incurred by both the travel and auto programs. The travel program was sold in March 2000 (fiscal 2000) and
the auto referral program was sold in April 1999 (fiscal 1999), accounting for the change between the periods
presented.
Pre-opening expenses, which represent expenses incurred before a warehouse store is in operation,
increased to $7.7 million in fiscal 2000 from $4.9 million in fiscal 1999 and $433,000 in fiscal 1998. The increases
between the periods presented are a result of opening a total of fourteen new warehouses over the past two
fiscal years and pre-opening expenses associated with additional warehouses scheduled to open in fiscal 2001.
Interest income reflects earnings on marketable securities, cash and cash equivalent balances, City Notes
(see “Notes to Consolidated Financial Statements”) and certain secured notes receivable from buyers of
formerly owned properties. Interest income decreased to $3.9 million in fiscal 2000 from $5.3 million and $6.2
million in fiscal 1999 and 1998, respectively. The decrease in interest income is due to the decrease in these
interest-bearing instruments used to finance the Company’s expansion.
Interest expense primarily reflects borrowings by the Company’s foreign subsidiaries for the construction of
the new warehouses, and was $2.9 million (net of capitalized interest of $891,000) for fiscal 2000 compared
with $143,000 in fiscal 1999. The Company had no borrowings in fiscal 1998.
During fiscal 2000, the Company sold its travel program and City Notes for $1.5 million and $22.5 million,
respectively. The Company recognized gains arising from these transactions of $1.1 million and $3.9 million
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for the travel program and City Notes, respectively. In fiscal 1999, the Company sold its auto referral program
and real estate properties resulting in gains of $798,000 and $1.8 million, respectively. In fiscal 1998, the
Company recognized a gain of $926,000 from the sale of real estate properties.
The Company recognized an income tax benefit in fiscal 2000 of $119,000, and a provision for income taxes
of $190,000 and $114,000 in fiscal 1999 and 1998, respectively. The provision (benefit) for income taxes relates
to foreign taxes on the Company’s Panamanian operations. A tax benefit was recognized on the net operating
losses of the Panamanian operations, because the Company believes the benefit of this loss will be realized in
fiscal 2001.

Liquidity and Capital Resources
The Company’s primary capital requirement is the financing through investments in majority or wholly owned
subsidiaries of land acquisitions, construction and equipment costs for new warehouses, pre-opening costs
and working capital requirements.
In fiscal 2001, the Company currently intends to spend an aggregate of approximately $31.0 million to open
six new warehouses (through majority or wholly owned subsidiaries) in Central America, the Caribbean and
Asia. Specifically, the anticipated six new warehouses are comprised of opening one warehouse in each of the
following locations: the Dominican Republic (opened October 2000), Guatemala, U.S. Virgin Islands,
Philippines, Aruba and Barbados. However, actual capital expenditures for new warehouse locations and operations may vary from estimated amounts depending on the number of new warehouses opened, business conditions and other risks and uncertainties to which the Company and its subsidiaries are subject.
The Company, through its majority or wholly owned subsidiaries, intends to borrow a total of approximately
$28.0 million during fiscal 2001. Approximately $18.0 million of the total will be used to finance the new warehouse expenditures and will be secured by the underlying land, building, equipment and inventories of the
borrowings. The Company also intends to secure an additional $10.0 million in financing related to expenditures incurred for new warehouses opened during fiscal 2000. The Company is currently evaluating several
financing proposals and believes that the financing facilities for the new warehouse locations will be completed as required. The balance of the Company’s planned expenditures will be financed through a combination of
cash, cash equivalents, marketable securities and cash from operations of the Company’s businesses.
Subsequent to year-end, the Company received commitments from the International Finance Corporation
(IFC) and the Overseas Private Investment Corporation (OPIC) to loan to the Company a total of $42.0 million.
Approximately $28.0 million will be used to repay certain existing loans outstanding with the remainder to be
used to finance new warehouse expenditures as described in the previous paragraph. The funding of the IFC
and OPIC loans is subject to the execution of loan agreements and the fulfillment of all approved conditions,
which include the perfection of the underlying security for these loans.
The Company believes that borrowings under its current and future credit facilities, together with its other
sources of liquidity, will be sufficient to meet its working capital and capital expenditure requirements for the
foreseeable future. However, if such sources of liquidity are insufficient to satisfy the Company’s liquidity
requirements (including the IFC and OPIC loans), the Company may need to sell equity or debt securities,
obtain additional credit facilities or reduce the number of anticipated warehouse openings. There can be no
assurance that such financing alternatives will be available under favorable terms, if at all.

Seasonality
Historically, the Company’s merchandising businesses have experienced moderate holiday retail seasonality
in their markets. In addition to seasonal fluctuations, the Company’s operating results fluctuate quarter-toquarter as a result of economic and political events in markets served by the Company, the timing of holidays,
weather, timing of shipments, product mix, and currency effects on the cost of U.S.-sourced products which
may make these products more expensive in local currencies and less affordable. Because of such fluctuations,
the results of operations of any quarter are not indicative of the results that may be achieved for a full fiscal
year or any future quarter. In addition, there can be no assurance that the Company’s future results will be
consistent with past results or the projections of securities analysts.

24

Impact of Year 2000
The year 2000 issue results from computer programs and hardware being written with two digits rather than
four digits to define the applicable year. There is a risk that date sensitive software may recognize a date using
“00” as the year 1900, rather than the year 2000, potentially resulting in system failure or miscalculations causing disruptions of operations, including a temporary inability to process transactions or engage in normal business activities.
The Company has experienced no year 2000 adverse effects on its internal systems or any involved in its
supply chain, including purchasing, distribution, sales and accounting. Also, no errors were found related to
date processing before or after January 1, 2000, including treatment of year 2000 as a leap year. The Company
will continue to monitor its hardware, software, and imbedded systems as they are added or modified.
A significant part of the Company’s business is derived from its activities in Central America and Asia. The
Company’s business could be adversely impacted in the event business activities in Central America and Asia
are disrupted due to year 2000 issues, with the extent of such impact dependent upon the extent of such disruption, which may vary from country to country. The Company’s business could also be adversely impacted
by supply chain disruption due to vendor and supplier business interruption. To date there has been no year
2000 adverse effects in the Company’s foreign operations.

Quantitative and Qualitative Disclosures About Market Risk
The Company, through its majority or wholly owned subsidiaries, conducts foreign operations primarily in
Central America and the Caribbean, and as such is subject to both economic and political instabilities that
cause volatility in foreign currency exchange rates or weak economic conditions. At the end of fiscal 2000, the
Company had a total of sixteen warehouses (adding a seventeenth in October 2000) operating in seven foreign
countries. For fiscal 2000, 75% of the Company’s net warehouse sales were in foreign currencies, and is expected to increase in fiscal 2001 to approximately 80% (Panamanian and U.S. Virgin Islands operations being U.S.
dollar denominated). The Company’s expansion plans call for the Company to enter into additional foreign
countries in the future, which may involve similar economic and political risks as well as challenges that are
different from those currently encountered by the Company. The Company believes that because its present
operations and expansion plans involve numerous countries and currencies, the effect from any one-currency
devaluation may not significantly impact the overall financial or operating results of the Company.
Nonetheless, there can be no assurance that the Company will not experience a materially adverse effect on
the Company’s financial condition as a result of the economic and political risks of conducting an international merchandising business.
In fiscal 2000, the foreign currency translation adjustment for the Company’s non-U.S. denominated majority or wholly owned subsidiaries operating in Central America and the Caribbean increased by $388,000 to
$633,000 from $245,000 at the end of fiscal 1999. The Company did not have any foreign currency translation
adjustments prior to fiscal year 1999.
Foreign currencies in most of the countries where the Company operates have historically devalued against
the U.S. dollar and are expected to continue to devalue. Managing foreign exchange is critical for operating
successfully in these markets and the Company manages its risks through a combination of hedging currencies through Non Deliverable Forward Exchange Contracts (NDFs) and internal hedging procedures. As of
August 31, 2000, the Company had no NDFs outstanding. However, the Company may purchase NDFs in the
future to mitigate foreign exchange losses, but due to the volatility and lack of derivative financial instruments
in the countries the Company operates, significant risk from unexpected devaluation of local currencies exist.
Foreign exchange transaction losses realized, which are included as a part of the costs of goods sold in the
consolidated statements of operations, for fiscal 2000 and fiscal 1999 (including the cost of the NDFs) were
$1.3 million and $538,000, respectively. The Company had no foreign exchange transactions prior to fiscal 1999.
The Company is exposed to changes in interest rates on various bank loan facilities. A hypothetical 100 basis
point adverse change in interest rates along the entire interest rate yield curve would adversely affect the
Company’s pretax net income (loss) by approximately $575,000.
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Report of Ernst & Young LLP, Independent Auditors

The Board of Directors and Stockholders
PriceSmart, Inc.
We have audited the accompanying consolidated balance sheets of PriceSmart, Inc. as of August 31, 2000
and 1999 and the related consolidated statements of operations, stockholders’ equity and cash flows for each
of the three years in the period ended August 31, 2000. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements based
on our audits.
We conducted our audits in accordance with accounting standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of PriceSmart, Inc. at August 31, 2000 and 1999 and the consolidated results of its
operations and its cash flows for each of the three years in the period ended August 31, 2000 in conformity
with accounting principles generally accepted in the United States.

San Diego, California
October 30, 2000
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PriceSmart, Inc.

Consolidated Balance Sheets
(Amounts in Thousands, Except Share Data)
August 31,
Assets
Current assets
Cash and cash equivalents
Marketable securities
Receivables, net of allowance for doubtful accounts of
$41 and $444 in 2000 and 1999, respectively
City notes receivable, current portion
Merchandise inventories
Prepaid expenses and other current assets
Properties held for sale
Total current assets
Restricted cash
Property and equipment, net
Goodwill, net
City notes receivable, less current portion
Notes receivable and other
Total Assets
Liabilities and Stockholders’ Equity
Current liabilities:
Bank borrowings
Accounts payable
Accrued salaries and benefits
Deferred membership income
Other accrued expenses
Long-term debt, current portion
Total current liabilities
Long-term debt
Total liabilities
Minority interest
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $.0001 par value, 2,000,000 shares
authorized, none issued
Common stock, $.0001 par value, 15,000,000 shares
authorized, 6,812,485 and 5,991,256 shares
issued and outstanding in 2000 and 1999, respectively
Additional paid-in capital
Notes receivable from stockholders
Deferred compensation
Accumulated other comprehensive loss
Accumulated deficit
Less: Treasury stock at cost
555,093 and 907,898 shares
in 2000 and 1999, respectively
Total stockholders’ equity
Total Liabilities and Stockholders’ Equity
See accompanying notes.
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2000
$

1999

24,503
5,482

$

1,732
54,949
5,405
1,652
93,723
12,698
128,985
19,178
6,816
$ 261,400

$

$

$

9,493
43,312
3,086
3,892
5,946
8,773
74,502
50,532
125,034
4,683

14,957
17,627
4,149
2,500
25,919
2,681
2,126
69,959
12,307
48,507
17,006
4,295
152,074

707
24,679
1,760
1,998
3,369
32,513
7,787
40,300
17,913

-

-

1
148,970
(1,000)
(679)
(695)
(6,308)

1
111,483
(950)
(1,282)
(453)
(864)

(8,606)
131,683
$ 261,400

(14,074)
93,861
152,074

$

PriceSmart, Inc.

Consolidated Statements of Operations
(Amounts in Thousands, Except Per Share Data)

Years Ended August 31,
2000
Revenues:
Sales:
Net warehouse
Export
Membership fees and royalties
Travel and auto programs

1999

$ 292,013
421
8,216
3,965

Total revenues

$

1998

89,184
6,773
2,008
10,907

$

48,287
32,813
2,720
13,368

304,615

108,872

97,188

256,247
405

78,081
6,557

42,616
32,068

34,133
18,119
1,520
7,681

9,588
15,469
6,964
4,949

5,737
10,595
10,089
433

Total expenses

318,105

121,608

101,538

Operating loss

(13,490)

(12,736)

(4,350)

3,891
(2,866)
(61)

5,257
(143)
452

6,152

1,133
3,948

798
-

-

-

1,882

1,757
913

926
(192)

7,927

9,034

7,492

(5,563)
(119)

(3,702)
190

3,142
114

Expenses:
Cost of goods sold:
Net warehouse
Export
Selling, general and administrative:
Warehouse operations
General and administrative
Travel and auto
Preopening expenses

Other:
Interest income
Interest expense
Other income (expense)
Gain on sale:
Travel (related party) and auto
City notes (related party)
Real estate properties
Minority interest
Total other
Income (loss) before provision for income taxes
Provision (benefit) for income taxes

-

606

Net income (loss)

$

(5,444)

$

(3,892)

$

3,028

Earnings (loss) per share:
Basic

$

(1.01)

$

(0.76)

$

0.51

$

(1.01)

$

(0.76)

$

0.50

Diluted
Shares used in per share computation:
Basic
Diluted

5,386

5,120

5,912

5,386

5,120

6,062

See accompanying notes.
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PriceSmart, Inc.

Consolidated Statements of Stockholders’ Equity
For the Three Years Ended August 31, 2000
(Amounts in Thousands)
Notes
receivable from
Additional
stockholders
paid-in capital

Common stock
Shares
Amount

Balance at August 31, 1997
Issuance of common stock for
cash and notes receivable
Exercise of stock options
Purchase of treasury stock
Stock based compensation
Net Income
Net unrealized gain on
marketable securities
Comprehensive income

5,908 $

1

- $

71
25
-

-

1,093
214
395
-

(697)
-

-

-

3,028

550
-

(8,643)
-

396
214
(8,643)
395
3,028

-

-

-

-

-

519
-

-

-

-

519
3,547

Balance at August 31, 1998
6,004
Issuance of common stock for
cash and notes receivable
16
Exercise of stock options
51
Purchase of treasury stock
Cancellation of notes receivable
from stockholders
(4)
Payment on notes receivable
from stockholder
Deferred compensation related
to grant of stock options
Amortization of deferred compensation Compensation expense related to
the issuance of common stock
Retirement of common
stock held in treasury
(76)
Net loss
Net unrealized loss on marketable
securities
Translation adjustment
Comprehensive loss
-

1

108,873

(697)

-

519

3,028

550

(8,643)

103,081

-

424
585
-

(387)
-

-

-

-

434

(6,605)

37
585
(6,605)

-

(65)

126

-

-

-

-

-

61

-

-

8

-

-

-

-

-

8

-

2,355
-

-

(2,355)
1,073

-

-

-

-

1,073

-

485

-

-

-

-

-

-

485

-

(1,174)
-

-

-

-

(3,892)

(76)
-

1,174
-

(3,892)

-

-

-

-

(727)
(245)
-

-

-

-

(727)
(245)
(4,864)

Balance at August 31, 1999
5,991
Issuance of common stock for
cash and notes receivable
Exercise of stock options
142
Issuance of stock in exchange
for minority interest
680
Amortization of deferred compensation Payment on notes receivable
from stockholders
Net loss
Net unrealized gain on
marketable securities
Translation adjustment
Comprehensive loss
-

1

111,483

(950)

(1,282)

(453)

(864)

908

(14,074)

93,861

-

92
1,616

(150)
-

-

-

-

(4)
(17)

58
265

1,881

-

35,779
-

-

603

-

-

(332)
-

5,145
-

40,924
603

-

-

100
-

-

-

(5,444)

-

-

100
(5,444)

-

-

-

-

146
(388)
-

-

-

-

146
(388)
(5,686)

Balance at August 31, 2000

1 $

See accompanying notes.
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107,171 $

148,970 $

- $

(1,000) $

(679) $

-

Less:
Total
Treasury stock
stockholders’
at cost
equity
Shares Amount

- $

6,813 $

$

Other
comprehensive Retained
earnings
Deferred
income
(deficit)
compensation
(loss)

(695) $ (6,308)

- $

- $

555 $ (8,606) $

107,172

131,683

PriceSmart, Inc.

Consolidated Statements of Cash Flows
(Amounts in Thousands)

Years Ended August 31,
2000

Operating Activities
Net income (loss)
Adjustments to reconcile net income (loss) to net cash
used in operating activities:
Depreciation
Goodwill amortization
Allowance for doubtful accounts
Gain on sale of City notes (related party)
Gain on sale of travel program (related party)
Net loss on disposition of property and equipment
Income tax charge (benefit)
Minority interest
Compensation expense recognized for stock options
Change in operating assets and liabilities
Restricted cash
Accounts receivable and other assets
Accounts payable and other liabilities
Other

$

(5,444)

1999
$

(3,892)

1998
$

3,028

4,610
223
(443)
(3,948)
(1,133)
(119)
(1,882)
603

1,622
30
190
(1,096)
1,558

1,409
(586)
111
114
192
395

(2,503)
(28,729)
24,883
146

(7,191)
(18,778)
19,721
(137)

(3,004)
(5,140)
(1,104)
(44)

Net cash flows used in operating activities

(13,736)

(7,973)

(4,629)

Investing Activities
Purchase of marketable securities
Sale of marketable securities
Additions to property and equipment
Notes receivable, net
Proceeds from sale of City notes (related party)
Proceeds from sale of travel business (related party)
Proceeds from sale of properties

12,145
(79,101)
(2,597)
22,534
1,500
440

(44,638)
82,417
(37,156)
2,027
2,760

(86,378)
30,801
(5,094)
1,780
15,027

Net cash flows provided by (used in) investing activities

(45,079)

5,410

(43,864)

62,653
(2,350)
6,465
1,881
100
68,749

8,912
(4,200)
14,547
(1,029)
585
37
8
(6,605)
(129)
12,126

3,782
214
396
(8,643)
(4,251)

Effect of exchange rate changes on cash and cash equivalents

(388)

(245)

-

Net increase (decrease) in cash and cash equivalents

9,546

9,318

(52,744)

14,957

5,639

58,383

Financing Activities
Proceeds from bank borrowings
Repayment of bank borrowings
Contributions by minority interest shareholders
Distributions to minority shareholders
Proceeds from exercise of stock options
Issuance of common stock
Payment on notes receivable from stockholders
Purchase of treasury stock
Other
Net cash flows provided by financing activities

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

$

24,503

$

14,957

$

5,639

Supplemental disclosure of cash flow information
Cash paid during the period for:
Interest, net of amounts capitalized
Income taxes

$
$

2,324
677

$
$

143
129

$
$

21

See accompanying notes.
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PriceSmart, Inc.

Notes to Consolidated Financial Statements
NOTE 1 – Company Overview
PriceSmart, Inc.’s (“PriceSmart” or the “Company”) business consists of international membership shopping
stores similar to, but smaller in size than, warehouse clubs in the United States. As of August 31, 2000,
the Company had sixteen warehouse stores in operation (four in Panama, three in Costa Rica, two each in the
Dominican Republic, El Salvador, Honduras, and Guatemala and one in Trinidad) of which the Company owns
at least a majority interest. The Company increased its ownership from 51% to 100% in the operations in
Panama on March 27, 2000 and increased its ownership from 60% to 100% in the operations in Costa Rica,
Dominican Republic, El Salvador and Honduras on July 7, 2000 (see Note 13). In addition, there were six warehouse stores in operation (five in China and one in Saipan) licensed to and operated by local business people
as of August 31, 2000. Additionally, until March 1, 2000, the Company operated a domestic travel program (see
Note 9) and until April 1, 1999, the Company operated a domestic auto referral business (see Note 9).
NOTE 2 – Summary of Significant Accounting Policies
Basis of Presentation
The consolidated financial statements include the assets, liabilities and results of operations of the Company’s
majority and wholly owned subsidiaries as listed below. All significant intercompany accounts and transactions have been eliminated in consolidation.

Ventures Services, Inc.
PriceSmart Panama (see Note 13)
PriceSmart US Virgin Islands
PriceSmart Guatemala
PriceSmart Trinidad
PriceSmart Aruba
PriceSmart Barbados
PriceSmart Philippines
PSMT Caribe, Inc. (see Note 13):
Costa Rica
Dominican Republic
El Salvador
Honduras

Ownership

Basis of Presentation

100.0%
100.0%
100.0%
66.0%
62.5%
60.0%
60.0%
60.0%

Consolidated
Consolidated
Consolidated
Consolidated
Consolidated
Consolidated
Consolidated
Consolidated

100.0%
100.0%
100.0%
100.0%

Consolidated
Consolidated
Consolidated
Consolidated

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.
Cash and Cash Equivalents
Cash and cash equivalents represent cash and short-term investments with maturities of three months or less
when purchased.
Restricted Cash
Restricted cash represents time deposits that are pledged as collateral for majority-owned subsidiary loans and
amounts deposited in escrow for future asset acquisitions.
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Marketable Securities
In accordance with Statement of Financial Accounting Standards (SFAS) No. 115, “Accounting for Certain Debt
and Equity Securities”, marketable securities are classified as available-for-sale. Available-for-sale
securities are carried at fair value, with unrealized gains and losses reported in a separate component of the
stockholders’ equity. The amortized cost of securities is adjusted for amortization of premiums and accretion
of discounts to maturity. Such amortization is included in interest income. Realized gains and losses in value
judged to be other-than-temporary, if any, on available-for-sale securities are included in interest income.
The cost of securities sold is based on the specific identification method. Interest and dividends on securities
classified as available-for-sale are included in interest income.
Merchandise Inventories
Merchandise inventories, which include merchandise for resale, are valued at the lower of cost (average cost)
or market.
Property and Equipment
Property and equipment are stated at cost. Depreciation is computed on a straight-line basis over the estimated
useful lives of the assets, as follows:
Building and improvements
Fixtures and equipment

10-25 years
3-15 years

Long-Lived Assets
Long-lived assets are being amortized on a straight-line basis over the periods that expected economic
benefits will be provided. Management estimates such periods of economic benefits based on undiscounted
cash flows, profitability projections and the ability of the business to perform within those projections. The
Company periodically reviews long-lived assets, including those assets that are anticipated of being disposed
of. No such indicators of impairment were present in the fiscal years presented.
Revenue Recognition
The Company recognizes sales revenue when title passes to the customer. Membership fee income represents
annual membership fees paid by the Company’s warehouse members, which are recognized over the
12-month term of the membership.
Pre-Opening Costs
The Company adopted Statement of Position (“SOP”) 98-5, “Reporting on the Costs of Start-up Activities”
in the first quarter of fiscal 1999. SOP 98-5 requires pre-opening costs to be charged to expense as incurred.
Prior to fiscal 1999, the Company capitalized pre-opening costs related to warehouse openings and amortized
these costs over twelve months. The adoption of SOP 98-5 did not have a material impact on the Company’s
consolidated financial statements.
Stock-Based Compensation
SFAS No. 123, “Accounting for Stock-Based Compensation”, establishes the use of fair value based method
for stock-based compensation arrangements, under which compensation is determined using the fair value of
stock-based compensation determined as of the grant date, and is recognized over the periods in which the
related services are rendered. SFAS No. 123 also permits companies to elect to continue using the current
intrinsic value accounting method specified in Accounting Principles Board Opinion (APB) No. 25 to account
for stock-based compensation. The Company has decided to retain the current intrinsic value based method,
and has disclosed the pro forma effect of using the fair value based method for its stock-based compensation.
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Foreign Currency Translation
In accordance with SFAS No. 52 “Foreign Currency Translation”, the assets and liabilities of the Company’s foreign operations are translated to U.S. dollars using the exchange rates at balance sheet date and revenues and
expenses are translated at average rates prevailing during the period. Related translation adjustments are
recorded as a component of accumulated comprehensive income.
Segment Reporting
The Financial Accounting Standards Board issued SFAS No. 131, “Disclosures About Segments of an
Enterprise and Related Information” which the Company adopted in fiscal 1999. SFAS No. 131 amends the
requirements to report financial and descriptive information about its reportable operating segments. The
financial information is required to be reported on the basis that is used internally for evaluating the segment
performance and deciding how to allocate resources to segments. The Company principally operates under
one segment in two geographical regions.
Business Combinations
For business combinations accounted for under the purchase method of accounting, the Company includes the
results of operations of the acquired business from the date of acquisition. Net assets of the acquired business
are recorded at their fair value at the date of acquisition. The excess of the purchase price over the fair value
of tangible net assets acquired is included in goodwill in the accompanying consolidated balance sheets, and
is being amortized over a 20 year period.
Accounting Pronouncements
In June 1998, the Financial Accounting Standards Board (“FASB”) issued Statement No. 133, “Accounting for
Derivative Instruments and Hedging Activities.” The new Statement requires all derivatives to be recorded on
the balance sheet at fair value and establishes accounting treatment for three types of hedges: hedges of
changes in the fair value of assets, liabilities, or firm commitments; hedges of the variable cash flows of forecasted transactions; and hedges of foreign currency exposures of net investments in foreign operations.
Management does not believe the impact of Statement No. 133 will be material to the results of operations or
financial position of the Company.
In March 2000, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation No. 44 (“FIN
44”), Accounting of Certain Transactions involving Stock Compensation, an interpretation of APB Opinion No.
25 (“APB 25”). FIN 44 clarifies the application of APB 25 for (a) the definition of employee for purposes of applying APB 25, (b) the criteria for determining whether a plan qualifies as a noncompensatory plan, (c) the
accounting consequence of various modifications to the terms of a previously fixed stock option or award, and
(d) the accounting for an exchange of stock compensation awards in a business combination.
FIN 44 is effective July 1, 2000, but certain conclusions cover specific events that occur after either
December 15, 1998 or January 12, 2000. Management believes that the impact of FIN 44 will not have a material effect on the financial position or results of operations of the Company.
Reclassifications
Certain amounts in the prior period consolidated financial statements have been reclassified to conform to current period presentation.
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NOTE 3 – Property and Equipment
Property and equipment consist of the following (in thousands):
August 31,
2000
Property and Equipment:
Land
Building and improvements
Fixtures and equipment
Construction in progress

$

29,779
61,649
40,299
5,712

$

137,439
(8,454)

Less: accumulated depreciation
Property and equipment, net

1999

$

128,985

8,709
20,413
16,724
7,124
52,970
(4,463)

$

48,507

Building includes capitalized interest of $891,000 and none as of August 31, 2000 and 1999, respectively.
NOTE 4 - Earnings (Loss) Per Share
Basic earnings (loss) per share are computed based on the weighted average shares outstanding in the period. Diluted earnings (loss) per share is computed based on the weighted average shares outstanding in the
period and the effect of dilutive securities (options) except where their inclusion is antidilutive (amounts in
thousands, except share data):
Years Ended August 31,
2000
Net income (loss) used for basic and
diluted computation

$

Weighted average number of common
shares outstanding
Add:
Assumed exercise of common
stock option equivalents
Adjusted shares outstanding used for
diluted computation
Earnings (loss) per share:
Basic
Diluted

1999

(5,444)

$

1998

(3,892)

$

3,028

5,386,129

5,119,911

5,912,375

-

-

150,085

5,386,129

5,119,911

6,062,460

$

(1.01)

$

(0.76)

$

0.51

$

(1.01)

$

(0.76)

$

0.50
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NOTE 5 - Marketable Securities
The following is a summary of marketable securities classified as available-for-sale as of August 31, 2000 and
1999 (in thousands):

Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Estimated
Fair Values

2000
Commercial company bonds

$

5,544

$

-

$

(62)

$

5,482

1999
Asset backed bonds

$

3,570

$

-

$

(44)

$

3,526

Commercial company bonds
Total

14,265
$

17,835

$

-

(164)
$

(208)

14,101
$

17,627

The fair value of the marketable securities is based on quoted market prices for the same or similar type
issues. For fiscal 2000, gross realized losses were $104,000. For fiscal 1999, gross realized gains were $2.4 million and gross realized losses were $1.5 million, netting to a realized gain of $959,000.
As of August 31, 2000, the average maturity of outstanding marketable securities was nine months.
NOTE 6 - Retirement Plan
PriceSmart offers defined contribution Retirement and 401(k) plans to employees. Employees become eligible
for these plans after one year of employment. Enrollment in these Plans begins on the first of the month following the employee’s one-year anniversary date. Retirement contributions, if any, are based on a discretionary amount determined by the Board of Directors and are allocated to each participant based on the relative compensation of the participant, subject to certain limitations. The Company makes a matching 401(k) contribution equal to 50% of the participant’s contribution up to an annual maximum matching contribution of
$250. Profit sharing contributions were approximately $321,000, $361,000 and $363,000 for fiscal 2000, 1999
and 1998, respectively. Employer contributions to the 401(k) Plan were approximately $25,000, $27,000 and
$26,000 during fiscal 2000, 1999 and 1998, respectively.
NOTE 7 - Stock Option Plan and Equity Participation Plan
On August 6, 1997, the Company adopted the 1997 Stock Option Plan of PriceSmart, Inc. (the “1997 Plan”) for
the benefit of its eligible employees, consultants and independent directors. Under the 1997 Plan, 700,000
shares of the Company’s common stock are authorized for issuance. The Compensation Committee of the
Board of Directors administers the 1997 Plan with respect to grants to employees or consultants of the
Company, and the full Company Board of Directors administers the 1997 Plan with respect to director options.
Options issued under the 1997 Plan typically vest over five years and expire in six years.
In January 1999, the Company adopted the 1998 Equity Participation Plan (the “Equity Plan”) for the benefit of its eligible employees, consultants and independent directors. The Equity Plan authorizes 700,000 shares
of the Company’s common stock for issuance. Options issued under the Equity Plan typically vest over five
years and expire in six years. The Equity Plan also allows the Company to make loans to participants for the
purchase of shares. As of August 31, 2000, outstanding loans were approximately $1.0 million. The loans are
with full recourse and interest is payable semi-monthly between 5.85% and 6.00% with the principal due in six
years.
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Total stock option activity relating to the 1997 Plan and Equity Plan was as follows:

Shares
Balance at August 31, 1997
Granted
Exercised
Cancelled

734,500
(24,801)
(75,963)

Balance at August 31, 1998
Granted
Exercised
Cancelled

633,736
729,185
(51,253)
(116,867)

Weighted
Average
Exercise Price
$

13.39
8.63
10.40
13.94
19.45
11.43
15.17

Balance at August 31, 1999
Granted
Exercised
Cancelled

1,194,801
111,900
(158,891)
(114,429)

$

17.29
38.17
12.13
20.97

Balance at August 31, 2000

1,033,381

$

19.94

As of August 31, 2000 options to purchase 380,338 shares were exercisable and 1,078,791 shares of common stock were reserved for future issuance. The following table summarizes information about stock options
outstanding at August 31, 2000:

Range of
Exercise Prices
$ 8.25 12.38 16.50 33.00 37.13 -

Outstanding
as of
8/31/00

Weighted-Average
Remaining
Contractual Life

WeightedAverage
Exercise Price

Exercisable
as of
8/31/00

WeightedAverage
Exercise Price

$12.38
16.50
20.63
37.13
41.25

105,834
453,472
260,677
24,285
189,113

1.4
3.9
3.5
4.8
5.2

$

8.98
15.63
17.67
35.04
38.48

104,524
163,330
90,407
64
22,013

$

8.94
15.59
17.55
35.00
37.81

$ 8.25 - $41.25

1,033,381

3.8

$

20.09

380,338

$

15.52

The weighted-average fair value of the stock options granted during fiscal 2000 and 1999 were $18.08 and
$13.16, respectively.
The Company recorded deferred compensation of $2.4 million in connection with the grants of certain stock
options to employees during fiscal 1999. A total of 552,291 options were issued at a price lower than market
on date of grant. On date of grant the market price was $20.25 while 81,250 options were issued with an exercise price of $16.25, 446,041 options were issued with an exercise price of $15.50 and 25,000 options were
issued with an exercise price of $14.75. The deferred compensation is being amortized ratably over the vesting period of the respective options.
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Pro forma information regarding net income (loss) is required by SFAS No. 123 and has been determined as
if the Company had accounted for its employee stock options under the fair value method prescribed by SFAS
No. 123. The fair value of each option grant is estimated on the date of grant using the “Black-Scholes” optionpricing model with the following weighted average assumptions used for grants in fiscal 2000, 1999, and 1998:
2000
Risk free interest rate
Expected life
Expected volatility
Expected dividend yield

1999

6%
6 years
42.6%
0%

1998

6%
6 years
42.7%
0%

6%
3 years
31.5%
0%

For the purpose of pro forma disclosures, the estimated fair value of the options granted is amortized to
expense over the options’ vesting period. The Company’s pro forma information for the years ended August
31, 2000, 1999 and 1998 were as follows (in thousands):
2000
Pro forma net income (loss)
Pro forma earnings (loss)
per share diluted

$

(6,715)

$

(1.13)

1999

1998

$ (5,072)

$

2,558

$

$

0.42

(0.99)

The pro forma effect on net loss for 2000 and 1999 and on net income for 1998 is not likely to be representative of the pro forma effect on reported earnings in future years.
NOTE 8 - City Notes Receivable
The City Notes, with interest rates ranging from 8% to 10%, represent amounts loaned to U.S. municipalities
and agencies to facilitate real property acquisition and improvements. Repayment of the majority of these
Notes is generally based on that municipality’s allocation of sales tax revenues generated by retail businesses
located on the particular property associated with such City Notes. City Note repayments are calculated in
accordance with specific revenue sharing agreements, and, under the terms of most City Notes, the unpaid balance of the Note is forgiven on its maturity date. Interest income is recognized based upon the stated interest
rates and amounted to $948,000, $1.7 million and $1.9 million for the years ended August 31, 2000, 1999 and
1998, respectively. The City Notes were sold in April 2000 (see Note 9).
NOTE 9 - Sale of Assets
On April 5, 2000, the Company sold its City Notes for $22.5 million to the Price Family Charitable Trust (“Trust”),
a California trust (see Note 16). The Company recognized a gain of approximately $3.9 million arising from this
transaction.
On March 1, 2000, the Company sold its travel program for $1.5 million to Club-4U, Inc. (see Note 16) under
an asset purchase agreement (“Purchase Agreement”). Under the Purchase Agreement, Club-4U, Inc. acquired
the assets primarily used in connection with the travel program, subject to liabilities under the travel program
existing contracts, resulting in a gain of approximately $1.1 million.
In August 1998, the Company entered into an agreement to sell its auto referral business effective
November 1, 1999. On March 29, 1999, the Company entered into an amendment to the purchase agreement
to change the closing date of the sale to April 1, 1999. The Company operated the auto referral business
through March 31, 1999. The sale resulted in a net gain of approximately $798,000.
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NOTE 10 - Property Held for Sale
Property held for sale primarily includes improved and unimproved land, which the Company expects to dispose of in the next twelve months. Property held for sale totaled $1.7 and $2.1 million as of August 31, 2000
and 1999, respectively.
As the properties are held for sale, the net results of the real estate operations are included in other income
(expense) on the consolidated statements of operations, and totaled $1.3 million and $1.5 million during fiscal
1999 and 1998, respectively. The results for fiscal 2000 were not material.
NOTE 11 - Foreign Currency Instruments
PriceSmart transacts business primarily in various Central American foreign currencies. The Company has
established natural hedging programs to manage reductions in value and volatility of future cash flows caused
by changes in foreign exchange rates, and at times enters into forward currency exchange contracts. These
contracts are generally for short durations of six months or less and are insignificant to the Company’s operations or financial position. As of August 31, 2000, the Company had no currency forward contracts outstanding. As of August 31, 1999, the Company had $4.5 million notional contracts outstanding, which are not reflected on the balance sheet. If the exchange contracts were recorded based on their fair values, the effect on net
loss for fiscal 1999 would not have been material.
NOTE 12 - Commitments and Contingencies
The Company is committed under eight non-cancellable operating leases for rental of facilities and land. These
leases expire or become subject to renewal between 2001 and 2021. Rental expenses charged to operations
under operating leases totaled approximately $2.2 million, $1.4 million, and $580,000 for fiscal years 2000,
1999, and 1998, respectively. Future minimum lease commitments for facilities under these leases with an initial term in excess of one year are as follows (in thousands):
Fiscal Year

Amount

2001
2002
2003
2004
2005
Thereafter

$

3,674
3,869
3,966
4,019
4,019
59,933

Total

$

79,480

From time to time, the Company is subject to legal proceedings and claims in the ordinary course of business. The Company currently is not aware of any such legal proceedings or claims that it believes will have,
individually or in the aggregate, a material adverse effect on its business, financial condition or operating
results.
NOTE 13 - Acquisition of Minority Interests
In March 2000, the Company entered into an agreement to acquire the remaining interest in the PriceSmart
Panama majority owned subsidiary, which previously had been 51% owned by the Company and 49% owned
by BB&M International Trading Group (“BB&M”), whose principals are several Panamanian businessmen,
including Rafael Barcenas, a director of PriceSmart (see Note 16). In exchange for BB&M’s 49% interest,
PriceSmart issued to BB&M’s principals 306,748 shares of PriceSmart common stock. As a result of this acquisition, PriceSmart, Inc. has increased its guarantee for the outstanding loans related to the Panama operations
to 100%.
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In July 2000, the Company acquired the 40% interest in PSMT Caribe, Inc. not held by the Company. PSMT
Caribe is the holding company formed by PriceSmart and PSC, S.A. (a Panamanian company with shareholders representing five Central American and Caribbean countries) to hold their respective interests in the
PriceSmart membership warehouse clubs operating in Costa Rica, El Salvador, Honduras and the Dominican
Republic. As consideration for the acquisition of the 40% interest, PriceSmart issued to PSC, S.A. 679,500
shares of PriceSmart common stock, half of which are restricted from sale for one year. As a result of this acquisition, PriceSmart, Inc. has increased its guarantee for the outstanding loans related to the warehouses operating in Costa Rica, El Salvador, Honduras and the Dominican Republic to 100%.
Results from operations of the acquired minority interests have been included, based on sole ownership, in
the financial results of the Company from the closing date of the transactions, which occurred on March 27,
2000 and July 7, 2000 for Panama and PSMT Caribe, Inc., respectively.
The acquisitions were accounted for as purchases under Accounting Principles Board Opinion No. 16 (APB
No. 16). In accordance with APB No. 16, the Company allocated the purchase prices of the acquisitions based
on the fair value of the assets acquired. The excess of the purchase price over the fair value of assets acquired
was $19.4 million and is reflected in goodwill, net of accumulated amortization of $223,000, in the accompanying consolidated balance sheets and is being amortized on a straight-line basis over a period of 20 years.
The components of the purchase prices and allocations for the acquisitions are as follows (in thousands):

Panama

Caribe, Inc.

Total

Consideration and acquisition costs:
Issuance of common stock
Acquisition costs

$

12,914
35

$

27,010
155

$

39,924
190

Total

$

12,949

$

27,165

$

40,114

$

806
6,234
5,909

$

3,093
10,580
13,492

$

3,899
16,814
19,401

$

12,949

$

27,165

$

40,114

Allocation of purchase price:
Land
Minority interest
Goodwill
Total

In connection with the acquisition of PSMT Caribe, Inc., the Company recorded the fair value of land based
on preliminary independent appraisals. Upon receipt of the final independent appraisals related to land, the
Company will adjust the purchase price allocation accordingly. Management does not believe that the final
purchase price allocation will produce materially different results than those reflected herein.
The following unaudited pro forma data summarizes the results of operations for the periods presented as
if the acquisitions of minority interests had been completed as of September 1, 1998. These pro forma
amounts do not purport to be indicative of the results that would have actually been obtained if the acquisitions occurred as of the beginning of the periods presented or that may be obtained in the future (in thousands,
except per share data).
2000

40

1999

Total revenue
Operating loss

$

304,615
(13,490)

$

108,872
(12,736)

Net loss

$

(7,195)

$

(4,341)

Basic loss per share

$

(1.13)

$

(0.71)

Diluted loss per share

$

(1.13)

$

(0.71)
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NOTE 14 - Income Taxes
Significant components of the income tax provision (benefit) are as follows (in thousands):
Years Ended August 31,
2000

1999

1998

Current:
Foreign

$ (119)

$

190

$

114

Total provision (benefit)

$ (119)

$

190

$

114

The reconciliation of income tax computed at the Federal statutory tax rate to the provision (benefit) for
income taxes is as follows (in thousands):
2000

1999

1998

Federal taxes at statutory rates
State taxes, net of Federal benefit
Tax losses (income) of majority owned subsidiaries
Increase (decrease) in valuation allowance
for deferred tax assets
All other, net

$ (1,891)
(334)
319

$ (1,259)
(222)
650

$ 1,068
188
(130)

2,372
(585)

918
103

(1,027)
15

Total provision (benefit)

$

(119)

$

190

$

114

Significant components of the Company’s tax assets as of August 31, 2000, and 1999 are shown below. A
valuation allowance of $27.3 million at August 31, 2000, which has been recognized to offset the deferred tax
assets as realization of such assets, is uncertain (in thousands).
August 31,
Deferred tax assets:
Net operating loss carryforward
Capital loss carryforward
City Notes receivable
International
Deferred compensation
All other, net

2000

1999

$ 16,185
10,137
119
668
507

$ 11,198
11,710
112
427
1,678

27,616

25,125

(207)
(207)

(207)
(207)

(27,290)

(24,918)

Total deferred tax assets
Deferred tax liabilities:
Unrealized gains on marketable securities
Total deferred tax liabilities
Valuation allowance
Net deferred tax assets

$

119

$

-
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As of August 31, 2000, the Company has Federal and state net operating loss carry-forwards of approximately $42.7 million and $19.1 million, respectively. The Federal and state tax loss carry forwards will begin
expiring in 2010 and 2001, respectively, unless previously utilized. In addition, the Company incurred a Federal
and state capital loss on the sale of the City Notes in fiscal 2000 totaling $25.4 million. The associated tax loss
carryforward will expire in 2006.
Pursuant to Section 382 of the Internal Revenue Code, annual use of $11.8 million of the Company’s net
operating loss carry forwards will be limited because of cumulative changes in ownership of more than 50%
which occurred during 1995. However, the Company does not believe such change will have a material impact
upon utilization of these carry forwards.
NOTE 15 - Debt
As of August 31, 2000, the Company had $9.5 million outstanding in short-term bank borrowings as follows:
In January 2000, the Company, through its Dominican Republic subsidiary, entered into two separate lines
of credit facilities of $2.0 million each, both of which were due in six months and then subsequently renewed.
Interest on both facilities is payable monthly based on six-month LIBOR plus 4.25% (11.08% at August 31,
2000).
In May 2000, the Company, through its joint venture arrangement in Guatemala entered into a letter of credit for approximately $1.0 million, which is due in six months. Interest is payable monthly at 10% per annum.
In June 2000, the Company, through its joint venture arrangement in Guatemala entered into a letter of credit
for approximately $975,000, which is due in six months. Interest is payable monthly at 10% per annum.
In June 2000, the Company, through its Honduras subsidiary, entered into a line of credit facility of $2.5
million, which is due in six months. Interest is payable monthly at 12.5% per annum.
In July 2000, the Company, through its El Salvador subsidiary, entered into a line of credit facility of $1.0
million, which is due in six months. Interest on the facility is 12.5% annually and is payable monthly.
As of August 31, 2000, the full amounts were drawn for each of the facilities listed above. Each of the facilities is secured by certain assets of the respective subsidiary and $6.5 million of the total are guaranteed by the
Company as of August 31, 2000.
In January 2000, the Company established an $8.0 million revolving line of credit. As of August 31, 2000,
the Company had full availability under the revolving line of credit. Subsequent to August 31, 2000, the
Company cancelled its $8.0 million line of credit, and entered into a new line of credit for $10 million, which
expires in July 2002. Interest is based on the 30-day dealer commercial paper rate plus 1.65% (8.12% at August
31, 2000) and is payable monthly.
As of August 31, 1999, the Company, through its wholly owned subsidiary PSMT Caribe, Inc. entered into a
short-term bank loan with a principal amount of $707,000 and an annual interest rate of 13% which was repaid
in October 1999.
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Long-term debt at August 31, consist of the following (amounts in thousands):
2000
10.83%
11.50%
10.83%
14.00%
11.25%
11.50%
10.68%
11.81%
11.18%
12.00%
10.68%
7.95%
14.00%

Note due October 2004 (six-month LIBOR + 4.0%)
Note due June 2005 (prime + 2.0%)
Note due May 2005 (six-month LIBOR + 5.4%)
Note due May 2002
Note due August 2003
Note due upon demand
Note due December 2004 (three-month LIBOR + 4.0%)
Note due February 2005 (three-month LIBOR + 5.125%)
Note due November 2005 (three-month LIBOR + 4.5%)
Note due February 2005
Note due June 2007 (three-month LIBOR + 4.0%)
Note due October 2005 (converted to three-month
LIBOR + 1.75% effective October 2000)
Note due December 2001
Total
Less: current portion
Long-term debt

1999

$ 5,255
3,900
5,900
3,750
3,750
3,750
4,560
3,360
7,000
3,780
3,000

$

3,750
-

11,300
59,305
8,773
$ 50,532

4,037
7,787
$ 7,787

All of the notes are collateralized by certain land, building, fixtures and equipment of each respective subsidiary and guaranteed by the Company, except for approximately $11.3 million and $7.8 million at August 31,
2000 and 1999, respectively, which are secured by a collateral deposit for the same amount and is included in
restricted cash on the consolidated balance sheets. In addition, $3.0 million was available for advance on one
note as of August 31, 2000.
Annual maturities of long-term debt during the next five years are as follows (amounts in thousands):
Fiscal Year Ended
August 31,
2001
2002
2003
2004
2005
Thereafter

Annual
Maturity
$ 8,773
8,961
8,961
8,961
11,541
12,108

The Company has agreed to observe certain covenants under the terms of each of its note agreements
which include, among others, debt service ratio, interest coverage ratio and leverage ratios.
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Notes to Consolidated Financial Statements (Continued)
NOTE 16 – Related Party Transactions
In April 2000 the Company sold its City Notes to the Price Family Charitable Trust (“Trust”), a California trust
(see Note 9). Mr. Sol Price (a principal stockholder of PriceSmart, Inc.) and Mr. Robert Price (a principal stockholder and Chairman of the Board of PriceSmart, Inc.) are trustee and successor trustee, respectively, of the
Trust. The Company secured an independent appraisal and marketed the City Notes through a third-party bro kerage firm before selling the City Notes to the Trust.
In March 2000 the Company sold its travel program to Club-4U, Inc. (see Note 9). Club-4U, Inc. is owned by
Mr. Sol Price (a principal stockholder of the Company) and its directors include Mr. James Cahill and Mr.
Murray Galinson, who are also directors of the Company.
Mr. Edgar Zurcher is a director of the Company and has also been a director and officer of PSMT Caribe,
Inc., a subsidiary of the Company. Mr. Zurcher is also the managing partner of the law firm Zurcher, Montoya
and Zurcher, in Costa Rica, which the Company has utilized in legal matters. Mr. Zurcher is also Chairman of
the Board of Banca Promerica (Costa Rica), which lent $900,000 as part of a $5.9 million syndicated loan to the
Company. Additionally, Mr. Zurcher is a director of Banco Promerica (El Salvador), which entered into a $1 million short-term credit facility with the Company during the year that is due in January 2001. Mr. Zurcher is also
a director of a pasta company from which the Company purchased approximately $227,000 of product during
fiscal 2000.
Mr. Rafael Barcenas is a director of the Company and is also Vice President of Boyd, Barcenas, S.A., an
advertising firm in Panama, to which the Company paid approximately $187,000 for services rendered during
fiscal 2000.
In March 2000, the Company acquired sole ownership of the PriceSmart Panama business, which previously has been 51% owned by the Company and 49% owned by BB&M International Trading Group (“BB&M”),
whose principals are several Panamanian businessmen, including Rafael Barcenas, a director of PriceSmart.
In return for BB&M’s 49% interest, PriceSmart conveyed to BB&M’s principals 306,748 shares of PriceSmart
common stock.
In January 2000, the Company sold a five percent interest in PSMT Trinidad/Tobago Limited (“PSMT
Trinidad”), which operates the Company’s Trinidad and Tobago business, to Mr. Barcenas for $400,000.
Mr. Barcenas subsequently transferred one-half of his interest in PSMT Trinidad to another individual.
NOTE 17 - Segments
The Company, through sole or majority ownership, is principally engaged in international membership shopping stores operating primarily in Central America and the Caribbean (see Note 1) at the end of fiscal 2000. The
Company has identified segments based on geographic area. All intercompany transactions between segments have been eliminated. Certain operating costs are incurred at the Company’s corporate headquarters
and are not allocated to the segment operating income (loss) presented below (in thousands).

Years Ended August 31,
2000
Revenues:
United States
Central America/Caribbean
Operating income (loss):
United States
Central America/Caribbean
Identifiable Assets:
United States
Central America/Caribbean

$

5,169
299,446

$

47,709
49,479

$ 304,615

$ 108,872

$

97,188

$ (14,874)
1,384

$

(9,684)
(3,052)

$

(4,741)
391

$ (13,490)

$ (12,736)

$

(4,350)

$

$

52,787
99,287

$ 103,778
20,798

$ 152,074

$ 124,576

54,608
206,792

$

1998

18,933
89,939

$ 261,400
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Market for Common Stock and Related Stockholder Matters
The Company’s common stock has been quoted and traded on the NASDAQ National market under the symbol “PSMT” since September 2, 1997. As of November 10, 2000, there were approximately 462 holders of
record of the common stock.
Dates

Stock Price

From

To

High

Low

1999 Calendar Quarters
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

9/1/98
12/1/98
3/1/99
6/1/99

11/30/98
2/28/99
5/31/99
8/31/99

$ 17.500
23.000
28.625
46.125

$ 14.125
15.625
18.000
24.500

2000 Calendar Quarters
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

9/1/99
12/1/99
3/1/00
6/1/00

11/30/99
2/29/00
5/31/00
8/31/00

42.750
48.125
49.250
44.000

34.500
37.375
32.688
35.250

2001 Calendar Quarters
First Quarter

9/1/00

11/10/00

38.938

33.063

The Company has never declared a cash dividend on its Common Stock and does not anticipate doing so
in the foreseeable future.

45

Directors
The directors of the Company and ages as of November 23, 2000 are as follows:
Name

Position with the Company

Age

Robert E. Price
Gilbert A. Partida
Rafael E. Barcenas
James F. Cahill
Murray L. Galinson
Katherine L. Hensley
Leon C. Janks
Lawrence B. Krause
Jack McGrory
Edgar A. Zurcher

Chairman of the Board
President, Chief Executive Officer and Director
Director
Director
Director
Director
Director
Director
Director
Director

58
38
56
45
63
63
51
70
51
50

Robert E. Price has been Chairman of the Board of the Company since July 1994 and served as President and
Chief Executive Officer of the Company from July 1994 until January 1998. Mr. Price also served as Chairman
of the Board of Price Enterprises, Inc. (“PEI”) from July 1994 until November 1999 and was President and Chief
Executive Officer of PEI from July 1994 until September 1997. Mr. Price was Chairman of the Board of
Price/Costco, Inc. (“Costco”) from October 1993 to December 1994. From 1976 to October 1993, he was Chief
Executive Officer and a director of The Price Company (“TPC”). Mr. Price served as Chairman of the Board of
TPC from January 1989 to October 1993, and as its President from 1976 until December 1990.
Gilbert A. Partida has been a director of the Company since July 1997 and has been President and Chief
Executive Officer of the Company since January 1998. Mr. Partida was President and Chief Executive Officer of
the Greater San Diego Chamber of Commerce from January 1993 until December 1997. Prior to joining the
Chamber of Commerce, Mr. Partida was an attorney with the law firm of Gray, Cary, Ames & Frye in San Diego,
California from 1987 to 1992.
Rafael E. Barcenas has been a director of the Company since April 1998. Mr. Barcenas has also been a director
and officer of PriceSmart Panama, S.A. (formerly known as PriceCostco de Panama, S.A.), and PriceSmart Real
Estate, S.A., (formerly known as P.B. Real Estate, S.A.), which are subsidiaries of the Company, since their formation in September 1995 and July 1997, respectively. Additionally, Mr. Barcenas has been a principal of
BB&M International Trading Group, a Panamanian company (which previously owned 49% of both PriceCostco
de Panama, S.A. and P.B. Real Estate, S.A.) from March 1995 until March 2000. Mr. Barcenas also has been Vice
President of Boyd, Barcenas, S.A., the largest advertising agency in Panama, since April 1971.
James F. Cahill has been a director of the Company since November 1999 and has served as a director of PEI
since August 1997. Additionally, Mr. Cahill has been Executive Vice President of Price Entities since January
1987. In this position he has been responsible for the oversight and investment activities of the financial portfolio of Sol Price, founder of TPC and related entities. Prior to 1987, Mr. Cahill was employed by TPC for ten
years, with his last position being Vice President of Operations.
Murray L. Galinson has been a director of the Company since November 2000. Mr. Galinson served as a director of PEI from August 1994 until November 1999. Additionally, Mr. Galinson has been Chairman of the Board
of San Diego National Bank since May 1996 and has served as a director of the Bank since its inception in 1981.
Mr. Galinson also served as President and Chief Executive Officer of the Bank from September 1984 to
September 1997, and was Chairman of the Board and Chief Executive Officer of SDNB Financial Corporation
from 1985 to 1997.
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Katherine L. Hensley has been a director of the Company since July 1997 and served as a director of PEI from
December 1994 until July 1997. She is a lawyer and a retired partner of the law firm of O’Melveny & Myers in
Los Angeles, California. Ms. Hensley joined O’Melveny & Meyers in 1978 and was a partner from 1986 to
February 1992. Ms. Hensley is a trustee of Security First Trust, an open-end investment management company registered under the Investment Company Act of 1940.
Leon C. Janks has been a director of the Company since July 1997 and served as a director of PEI from March
1995 until July 1997. He has been a partner in the accounting firm of Alder, Green, Hasson & Janks in Los
Angeles, California since 1980. Mr. Janks also serves on the Board of Directors of Expert Ease Software, Inc., a
privately held corporation. Mr. Janks has extensive experience in domestic and international business serving
a wide variety of clients in diverse businesses and is a Certified Public Accountant.
Lawrence B. Krause has been a director of the Company since July 1997. Mr. Krause has been a Professor and
the Director of the Korea-Pacific Program at the Graduate School of International Relations and Pacific Studies
at the University of California, San Diego since 1986. He became a Professor Emeritus in 1997. Mr. Krause also
serves on advisory boards for a number of institutions including the Institute for International Economics, the
Korea Economic Institute, the Committee on Asian Economic Studies and the U.S. National Committee for
Pacific Economic Cooperation.
Jack McGrory has been a director of the Company since November 2000. Mr. McGrory was President and Chief
Executive Officer of PEI from September 1997 until November 1999. Mr. McGrory also serves as a director of
the San Diego Padres, L.P. and was its Executive Vice President and Chief Operating Officer from September
1999 until August 2000. He is also President of Downtown Development, Inc., which is responsible for coordinating construction of the new Padres’ ballpark and the Padres’ commercial real estate activities. From March
1991 through August 1997, Mr. McGrory served as City Manager of San Diego.
Edgar A. Zurcher has been a director of the Company since November 2000. Mr. Zurcher has also been a director and officer of PSMT Caribe, Inc., a subsidiary of the Company, since its inception in December 1998.
Additionally, he has been a principal of PSC, S.A. (which previously owned 49% of PSMT Caribe, Inc.) since its
inception in September 1998. Mr. Zurcher is also the managing partner of the law firm Zurcher, Montoya and
Zurcher, in Costa Rica. Additionally, he is Chairman of Banca Promerica (Costa Rica) and is a director of Banca
Promerica (El Salvador) and a director of Banca Promerica (Honduras).
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Executive Officers of the Company
The executive officers of the Company and their ages as of November 23, 2000 are as follows:
Name

Position with the Company

Age

Gilbert A. Partida
Kevin C. Breen
Robert M. Gans
Thomas D. Martin
Kurt A. May
Allan C. Youngberg

President and Chief Executive Officer
Executive Vice President-Operations
Executive Vice President, Secretary and General Counsel
Executive Vice President-Merchandising
Executive Vice President and Chief Operating Officer
Executive Vice President and Chief Financial Officer

38
40
51
44
47
48

Gilbert A. Partida has been a director of the Company since July 1997 and has been President and Chief
Executive Officer of the Company since January 1998. Mr. Partida was President and Chief Executive Officer of
the Greater San Diego Chamber of Commerce from January 1993 until December 1997. Prior to joining the
Chamber of Commerce, Mr. Partida was an attorney with the law firm of Gray, Cary, Ames & Frye in San Diego,
California from 1987 to 1992.
Kevin C. Breen has been Executive Vice President of the Company since September 1999 and served as Senior
Vice President of the Company from August 1997 to August 1999. Mr. Breen previously served as Executive
Vice President of Price Ventures, Inc., a subsidiary of PEI, from February 1997 until August 1997, overseeing
operational and construction management areas for the international merchandising business. Prior to joining
PEI as Vice President in August 1994, Mr. Breen served as Vice President of Costco from October 1993 to
December 1994 and previously served in various management roles for TPC.
Robert M. Gans has been Executive Vice President, General Counsel and Secretary of the Company since
August 1997 and was Executive Vice President and General Counsel of PEI from October 1994 until July 1997.
Mr. Gans graduated from the UCLA School of Law in 1975 and actively practiced law in private practice from
1975 until 1994. From 1988 until October 1994, Mr. Gans was the senior member of the law firm of Gans,
Blackmar & Stevens, A.P.C., of San Diego, California.
Thomas D. Martin has been Executive Vice President of the Company since October 1998 and served as Senior
Vice President of the Company from August 1997 to September 1998. Mr. Martin previously served as Vice
President of PEI from August 1994 until July 1997, directing merchandising strategies and product sourcing for
its international merchandising business, in addition to managing its trading company activities. Prior to joining PEI as Vice President in August 1994, Mr. Martin served as Vice President of Costco from October 1993 to
December 1994 and had served in various management roles for TPC.
Kurt A. May has been Executive Vice President and Chief Operating Officer of the Company since October 1998.
Prior to joining PriceSmart, Mr. May was employed by GTE Corporation for twenty-three years, serving in a
wide range of corporate operating functions, including Area President of GTE’s cellular telephone operations.
Allan C. Youngberg has been Executive Vice President and Chief Financial Officer of the Company since July
1999. From January 1993 until July 1999, Mr. Youngberg had been Executive Vice President, Chief Financial
Officer, Secretary and Treasurer of Cost-U-Less, Inc. Prior to joining Cost-U-Less, Mr. Youngberg was President
and shareholder of Youngberg & Schumacher, P.S., a certified public accounting firm in Bellevue, Washington,
which Mr. Youngberg founded in 1984 and sold in December 1992. Mr. Youngberg is a Certified Public
Accountant.
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Our Philosophies
The Golden Rule
“Do unto others as you would have
others do unto you.”

Six Rights + One
The basis of our merchandising and
business philosophy.

Price It as if We Bought It Right
By giving, we end up getting.

Transfer Value to the
Member-Customer
When efficiencies are gained and
operational savings realized, membercustomers benefit.

Intelligent Loss of Sales
Purposefully giving up sales opportunities when their costs exceed their
benefitTable
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“I want to commend you for having the foresight
to provide products at such competitive prices in
Trinidad....With the incredibly reasonable prices
you offer us, we can now look forward to some
meaningful savings.”
Salma Rampersad
PriceSmart Member
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