











Z8lsl — In an article in The Ottawa Citizen, Louise Wendling, senior vice president and general manager of Costco Canada,
said, “I think Canada could easily support 100 stores.”

— On December 13, Costco’s location in Burbank, California generated $1.7 million in sales and on December 22,
Costco’s location in Issaquah, Washington generated $1.67 million in sales. Those single day sales are records for Costco.

Zlel§ — Costco’s new location in Vancouver, British Columbia is the company’s second urban location in North America. The
club is built on top of a two level parking garage and under a four story, 900-unit luxury condominium complex. Sinegal said,
“If we can do it here, we can see where it could have applications in other cities like Manhattan and Chicago.”

H8[§ — Costco’s new location in Hillsboro, Oregon, one of Costco’s largest, is being used to test new products and
merchandising concepts. Costco has added a number of fresh food items, expanded its cheese and prepared food selection,
offers an assortment of bulk flowers for local florist shops and has dedicated 45,000 square feet to home furnishings.

Zefeyy — At the company’s annual meeting, Sinegal commented on the company’s future. Sinegal believes that the company
can expand from its current location count of 504 to 1,025 locations worldwide.

POfel3 — Costco’s six Korean locations import approximately 60 pallets of Northwest cherries per week. Costco’s South Korean
locations, combined, are among the top five importers of Northwest cherries in South Korea.

POfele] — Costco opened its first location in Australia in Sydney in August. Opening day
sales were $841,000 (U.S. dollars), Costco’s best opening day sales for a new
country.

PAOfele] — Costco opened its sixth business center in Hawthorne, California.

— Costco closed its two Costco Home furniture locations. Sinegal said, “Costco
Home has been a valuable experiment for us ... and [we] learned a great deal about
home furnishings ... The current economic slowdown and resulting weakness in the
home furnishings business ... have led us to conclude that the single-format Costco
Home concept does not fit into our long-term expansion plans.”

— In July, Costco opened three Asian locations in Japan, Korea and Taiwan.
Each location generated more than $700,000 (U.S. dollars) in sales on opening day
and membership sighups were especially strong. Through its opening day, Costco’s
location in Japan signed up more than 47,000 people.

Buying and Merchandising History

— Costco concentrated on selling non-perishable food, hardlines and softlines merchandise. It operated on gross
margins of 9% to 11% and limited merchandise selection to approximately 3,500 items.

ek — Costco focused on purchasing brand-name products. This emphasis on brand names accomplished three things:
brand names project a quality image, they offer purchasing flexibility as limited SKUs create a backlog of well known items and
brand-name products have large advertising budgets so Costco did not have to pay to promote those products.

iEelsls — Costco’s first hotdog cart opens. The price for a hotdog and soda is $1.50.

iEek]s) — Costco tested a pharmacy in its Portland, Oregon club. After the test proved successful, Costco made the decision to
expand the department into other clubs. Pharmacy departments increased repeat traffic, as well as impulse purchases.

iEekfs — Costco tested fresh meat, scratch bakery and produce departments. Sinegal believed these departments, staffed with
butchers and bakers on the premises, would increase repeat traffic.

ilektsl — Costco expanded its fresh food department to two more locations in California. It also continued to expand its
pharmacy department and, by the end of the year, 23 clubs contained pharmacies. Costco also experimented with optical
departments by testing them in four locations. The optical departments had optometrists on site to fill eyeglass prescriptions.

iEekfe] — Seattle First National Bank opened a test branch in Costco’s Federal Way, Washington location. The branch was open
seven days a week. However, the test was eventually discontinued due to unsatisfactory results.

iEeEfe] — The first one-hour photo opened in Chula Vista, California.
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iEelelo] — In a vendor letter, Costco reiterated its policy of not accepting gratuities. Costco did not want to allow its company to
become compromised in its business dealings and felt that acceptance of gratuities could impair employee judgment.

Iy — The fresh food departments contributed 8% of company sales. Due to the fresh food success, Sinegal said that the
company planned to add the departments to all locations by the end of 1991.

— Costco opened a 31,000-square-foot home improvement center within its Tukwila, Washington club. Costco stocked
800 to 1,000 items including lumber, building materials, electrical supplies, power tools and lighting. The test, which was
discontinued, enabled Costco to find items to add to all its locations.

ikelels — Costco tested 15-count muffin packages in its scratch bakery. Normally, Costco sold muffins in 12-count packages,
but believed members would recognize the better value of a 15-count package.

ek — Pharmacy sales were strong. Some locations generated $4 million per year in
only 900 square feet.

plele¥sl — Costco opened its first hearing aid center.

IRl — PriceCostco tested a self-service gasoline station in Arizona. The station
offered savings of 8 to 14 cents per gallon.

iEelels) — PriceCostco introduced a coupon program called passport. The vendor funded
booklet was sent to 11 million members. It offered off-register savings of
approximately 20% on a different group of items weekly from June to September.

Il — PriceCostco introduced a premium private label brand called Kirkland
Signature.

IEels) — The company introduced its web site, www.pricecostco.com. (This would later be changed to www.costco.com.) The
site contained information about PriceCostco but did not offer merchandise for sale.

iEelels — PriceCostco continued to modify its fresh food program and tested deli trays, rotisserie chicken and ready-to-cook
meals. All rotisserie chickens unsold after one hour of display were thrown away. This exceeded state and federal guidelines.

iEekels — PriceCostco changed the format of its monthly magazine, the PriceCostco Connection, to a glossy style. (This would
later be changed to Costco Connection.) The magazine was the primary advertising vehicle for vendors.

— PriceCostco tested a private label credit card that doubled as a membership card. The credit card featured a 1%
rebate on purchases and could only be used at PriceCostco. Private label credit card sales were 25% higher than cash sales.

IEEE[s — PriceCostco created a member service department whose directive was to develop new services for its members.

iEElY| — Gasoline station sales averaged $8 million to $11 million annually. This was equivalent to an average of 6 to 8 million
gallons of gas sold per year per club (an average Mobile station at the time sold an average of 1.5 million gallons annually).

iEelels — Private label sales accounted for 11% of total sales. Costco believed that this figure could grow to at least 15%.

iEelelsl — According to the American Petroleum Institute, Costco surveyed members in four locations in California, Arizona and
New Mexico. It found that more than half of its members would renew their membership just because the company sold gas.

— Costco’s Kirkland Signature brand name was printed along with the Tyson name and brand on frozen boneless
skinless chicken breast packages. By placing the Kirkland Signature name on one of the best-selling staple food items,
Costco was able to associate the Kirkland Signature label with the quality of Tyson.

pelelsl — Costco’s web site (www.costco.com) received a complete overhaul during the year. The focus of the new site was on
selling products online and included items that were not stocked in the club locations.

iEEls — Costco’s ancillary businesses generated $1.79 billion in sales, which was a 36% increase over last year's figure.

IEeele] — After 15 years of negotiations, Whirlpool and Costco came to an agreement under which the club would stock
Whirlpool products. The 17 “white goods” would be sold under the name Kirkland Signature by Whirlpool.

IEeLele] — Costco’s, Tukwila Washington location added special-order kiosks, located directly in front of the hardlines department,
near the club entrance. The kiosks offered discounted prices on carpeting, window fashions, blinds and kitchen cabinets.

Costco History Selling a Warehouse Club: Costco
Unauthorized Copying is Prohibited
Published by HHC Publishing, Inc., 2010

94



iEelele] — The average transaction on Costco’s web site was $200.

Zof8]o) — Costco instituted a new rebate program. Products will have rebate signs hanging above the items on the warehouse
floor. When a member pays for a product that has a rebate, the register will automatically print a submission form. After the
submission form is mailed, a check will arrive in two to four weeks.

Eefell — In its 2000 fiscal year: Costco sold over 50,000 carats of diamonds and its extra virgin olive oil sales represented 15%
of total extra virgin olive oil sales in the United States.

Pefelil — David Andrew, Costco’s director of wine (at the time), said that fine wine sales increased 42% compared to last year.
Costco is the country’s largest retailer of Dom Perignon champagne and Bordeaux wine.

Zofel — Costco’s new business-to-business area on its web site offers delivery in Seattle, Washington and Los Angeles and
San Francisco, California and national delivery by common carrier is available in the rest of the country.

PloJolil — Costco generated annual web site sales of $76 million, a 43% increase compared to last year.

Pefelil — Costco’s private label sales represent 13% to 14% of overall sales and the company plans for private label to account
for 18% to 20% of overall sales within a few years.

— Costco began selling prepaid cash cards. Each card will hold up to $500. The gift cards will replace paper gift
certificates. Last year, the company sold $40 million in gift certificates.

Heo — Costco formed national buying committees comprised of executives and buyers from each region. The buying
committees will purchase select items nationally from up to 24 food and sundry categories.

Eufeys — Costco released its own cookbook called Entertaining the Costco Way. There are more than 300 recipes, tips and
decorating ideas gathered from Costco employees, suppliers, members and celebrity chefs. This is Costco’s first book.

Pofeps — Costco began to sell wine on its web site. Product selection includes champagne, domestic red, domestic white and
Italian, French, Australian, Spanish, Chilean and New Zealand imports. Costco can currently only deliver wine to California.

Kl — Costco contacted video store members with a proposal that allows them to purchase newly released DVDs the Friday
before the studio release date. This proposal includes movies from Universal Studios and Columbia TriStar. Participating
stores would have to be pre-approved by the studios, order in quantities of 20 and pick their product up at Costco.

— Costco works to create strong vendor partnerships. Jonathan Ziegler, a financial analyst, said, “This [partnership]
includes everything from working with suppliers on how a product is packaged, reducing shrinkage and bruising of produce
and fruit, to creating new uses for products that all work to drop Costco’s cost. Costco has worked with vendors to find other
outlets, such as other uses for dark meat, so the vendor can charge Costco less for white meat.”

— Sam’s aggressive pricing philosophy has been most prevalent in the Midwest, Texas and Southeast regions and it has
focused on key commodity items and the top 100 over-the-counter drugs. Sinegal said that this is the most aggressive pricing
posture that he has seen Sam'’s utilize but reiterated that Costco has zero tolerance for vendors who do not provide Costco
with the lowest possible prices. Sinegal said, “[Vendors should] consistently and voluntarily quote Costco the lowest price or
at least provide alternatives for purchasing the lowest price [otherwise] they will be discontinued.”

E8k — Brotman, commenting on Costco’s merchandise philosophy, said, “We don't want to put the eggs up front. We want to
put the eggs in the back. When you go to pick up the eggs, you're going to see the Waterford Crystal and the flat-screen
televisions and things like that. It's designed to be discovered.”

P8 — Costco added California Closet kiosks in more than 100 clubs. Anthony Vidergauz, president and chief executive
officer of California Closets, said, “Given that 94% of Costco members are homeowners with an above average median
household income, we believe this sophisticated and affluent market is perfectly aligned with the ideal California Closet client.”

E8Z — Costco’s location in Citrus Heights includes an outdoor garden center. The garden center included approximately 98
garden, tree, shrub, fruit tree and plant SKUs.

P8l — Costco began offering members a web site hosting and promotion service through third party vendors.

Hef — Costco began selling caskets from Universal Caskets through its kiosk program and online. The caskets come in
different colors, are made of 18-gauge steel (medium weight for caskets) and can be delivered within 48 hours.
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ZefeZi — Costco’s web site generated $388 million, a 64% increase in sales compared to last fiscal year. Only 12% of Costco
cardholders are registered on its web site and only 3% have made a purchase. The average web site sale is $276.

EO[eZ — A Citigroup Smith Barney financial analyst report said Costco is the world’s largest retailer of VS1 quality diamonds.
EO[eZ — Costco has begun stocking Kirkland Signature wine. The first wine is Australia’s Barossa Valley Shiraz.

— Costco introduced a line of Kirkland Signature frozen shrimp. Two of the biggest issues in deciding what manufacturer
to choose was how quickly and efficiently shrimp moved from the pond (the place where they are grown) to the processor and
whether sodium tripolyphosphate (STTP) is used in the processing. STTP replaces water lost during the freezing process and
it unnaturally inflates the shrimp’s weight. The manufacturer that Costco chose takes the shrimp directly from the pond to the
processor and will not use any preservatives like STTP.

— Costco sold approximately 22 million rotisserie chickens last year. The manager of one of Costco’s locations in
Nevada said, “[Members} use them for events and picnics and entertaining at parties and office parties ... At this building, in
particular, we get a lot of food service or catering-type companies that purchase them.”

K8ls! — A frozen food supplier mistakenly sent Costco an invoice meant for Sam’s Club, which showed Sam'’s receiving lower
prices. Sinegal said, “We have not brought that supplier back. We have to be competitive in the toughest marketplace in the
world against the biggest competitor in the world. We cannot afford to be timid.”

P8lsl — Costco and IRI announced that it is expanding the Costco Collaborative Retail Exchange (CRX) to all food and non-
food departments. The program provides the industry’s only direct, real-time interactive access to Costco’s item sales.

— Costco’s new private label cosmetic line is manufactured by Borghese (a high-end skincare company) Costco created
a custom kiosk where all the Kirkland Signature by Borghese SKUs are stocked.

EO[o)s — Costco’s average web site transaction is $400.

P[8[s — Costco opened a car wash at its location in Seattle, Washington. The car wash costs
$7.99 and includes a tire shine and undercarriage and full body wash.

— Costco’s Kirkland Signature wine program is constantly changing. Annette Alvarez-
Peters, Costco’s national director of wine, sprits and beer, said, “I no longer call this a
program but a series since we are offering so many collectible wines. All wines selected for
the series must represent true expressions of their origins, embody the best of a wine region,
come from leading varietals and exceed member expectations.”

H8[§ — Costco’s interest in organic items is growing. Costco and Anderson Daymon
Worldwide hosted 58 organic and natural food and non-food vendors at the company’s
corporate office in Issaquah, Washington.

EOJe]s — Web site sales will surpass $1.0 billion in fiscal 2007 and will reach $5.0 billion in five
years. Costco — Ruth Chris Gift Card

— Costco and Stonyfield Farm introduced a Kirkland Signature by Stonyfield Farm organic smoothie with six cultures
compared to two to three cultures for a typical yogurt. Gary Hirshberg, president and chief executive officer of Stonyfield
Farm, said, “I haven’t found a retailer in America who seems as similar to us in this unrelenting focus on quality and value.”

Kf8]s — Seven Costco locations in California began selling toll-road transponders. The transponders, which were available at
no charge from the toll-road agency, cost $44.98 at Costco, but purchasers receive a $50 credit for future toll charges

H8fs — Since Costco discards rotisserie chickens after two hours, it developed two new items, chicken soup and chicken
burritos, which use the still fresh meat. The new items, where they are being sold, have become so successful that sales
exceed the use of discarded rotisserie chickens.

Z8fe]s — Costco introduced Kirkland Signature private label travel packages.

KOf8]s — Approximately, 70% of Costco’s online merchandise is shipped directly from the vendor to the Costco member. That
enables Costco to operate just one online distribution center that has 80,000 square feet of space.

— Costco’s web site assortment is limited just like its in-club selection. Ginnie Roeglin, senior vice president of e-
commerce at Costco, said, “We will never have hundreds of thousands of SKUs. We have the same discipline online as we
do in the warehouse, and you cannot really be the best at what you are doing if you have too much to manage.”
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Pf8]s — Costco introduced Kirkland Signature vodka. The vodka is distilled by a master distiller in Cognac, France, uses wheat
from northern France, uses water from a nearby spring, it is distilled five times and it is sent through two filtration systems.

— In an interview with The Motley Fool, Sinegal commented on Costco’s value proposition. He said, “When we sell
someone a 40-inch television set, it is going to be fully loaded with all the latest features ... They can expect that they are
going to probably spend as much money as they expected for a 40-inch television set, but they are going to get one of the best
brands and one of the best featured sets ... That is where the value concept comes in.”

— Costco began selling magazines at locations nationwide. Costco created a
magazine pallet program that holds a number of different magazine titles including Men'’s
Health, Fortune, Business Week, Architectural Digest, Rolling Stone, Newsweek, GQ and
Glamour. Members can purchase any magazine in the display for a 30% discount off the
cover price.

28§ — According to the company’s annual report, 11% of organic milk and 40% of Tuscan
olive oil sold in the United States was purchased at Costco.

8§ — Private label sales represent approximately 16% of overall sales and Costco
believes that number could rise to 25% in the next few years.

PAO[o]s — During its fiscal year, Costco sold more than 1.5 million televisions and $300 million
of digital cameras. Additionally, the company filled 26.3 million prescriptions, sold two
million pairs of eyeglasses, served 63 million hot dog and soda food court combinations,
$500 million of seafood globally, 28 million rotisserie chickens in the United States and
Canada, $805 million of wine and 96,000 karats of diamonds.

(Costco — Keurig Gift Card Pdole)( — Web site sales increased 36% to $1.2 billion.

Kofeyy — Costco released the first edition of the Costco Household Almanac, a vendor-advertisement book. In the publisher's
section, David Fuller, Costco’s publisher, said, “The Household Almanac has a simple two-part mission: to assist members in
judging the quality of a product or service and to help members get the most out of their purchases.”

— One of the ways that Costco is managing its inventory growth per location is reducing its product assortment.
Compared to a year ago, Costco reduced its product assortment by 150 to 200 SKUSs.

HfelS — Volvo Cars of Canada is offering special cash incentives to Costco members who purchase its XC90, XC70 or S60
cars. Costco members in Canada who purchase or lease one of the automobiles between September 2, 2008 and November
15, 2008 receive an additional $1,500 incentive toward the car’s cost as well as a $1,250 credit for accessories.

E8lS — Costco is expanding its CRX program to Canada. Ed Maron, executive vice president at Costco, said, “The CRX
program offers our vendor community standard, secure access to the most current and detailed information about their
business at Costco Wholesale. Through this service, IRI has demonstrated both the value of their innovative technology and
their industry expertise by transforming our POS information into actionable business insights for our partners.”

EO[els — At its annual meeting, Costco said it will increase the number of organic items sold under its Kirkland Signature brand.
Rl — Web site sales increased 34% to $1.7 billion.

Pf8fe] — Costco eliminated its passport and wallet coupon programs and now offers eleven multi-vendor mailers. The sales
impact from the passport and wallet have decreased and Costco no longer wants to announce its promotional plans two to
three months in advance. Costco will increase the coupon run-time from 14 days currently to 21 days.

H8fe) — Costco’s new Kirkland Signature all-beef hot dog replaced the kosher hot dog used in many food court locations
nationally. Annual hot dog sales reached 90 million in 2009 and one of Costco’s two kosher hot dog suppliers exited the
kosher meat business. The remaining kosher hot dog supplier is not capable of supplying Costco nationally.

K8le] — Private label penetration is approaching 20% with food and sundry private label penetration approaching 23%.

Hfefe) — Costco.com began offering a “Bill Me Later” service. Members will be able to pay for merchandise without using a
credit card.

H8le — On its web site home page, Costco has a link to a “Buyer Video” page where buyers discuss unigue online items.
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P8 — Costco’s location in Lawrence, New York stocks glatt kosher meat (the highest standard). Adam Self, general
manager, said, “The response has been overwhelming ... There’s definitely an uptick in new Costco memberships and sales
since we made the move to more glatt products.”

EAoJole) — Fiscal year web site sales in Costco and Canada decreased from $1.7 billion last year to $1.6 billion this year.

Aelols — Costco’s automotive program has referred between 600,000 and 700,000 member requests to its 1,800 participating
dealerships. More than 40% of those referrals turn into sales.

Membership History

(Bl — Business members were charged a $25 per year membership fee. Group, or retail, members were not charged a
membership fee, but paid a 5% surcharge on their purchases.

IERIS — Over 60% of Costco’'s revenues were generated from its business
members.

iRy — Costco converted group members from a free membership with a 5%
surcharge to a $30 paid membership. Business members continued to pay $25
per year.

IECLels — In 1994, after the merger with Price Club, renewal rates were 81% for
businesses and 72% for group members. This year, business renewal rates
were 86% and group renewal rates were 78%.

ikeley — Costco tested a premium membership called executive. Costco charged
$100 for the membership, which provided additional services and benefits not
available to regular group or business members.

JEElLs — Costco increased its annual membership fee for individuals and businesses by $5, its first in four years.
iEelelsl — Costco’s membership renewal rates were 83% for consumers and 90% for business members.

iEelele] — American Express (AMEX) and Costco announced that Costco would accept AMEX credit cards. The agreement
called for two new co-branded Costco membership cards (one for businesses and one for consumers). Neither card would
have the annual AMEX fee, but cardholders would have to pay the annual Costco membership fee.

Eofels) — Costco increased its membership fees. A consumer membership increased $5 to $45. A business membership
increased $10 to $45. The company used the additional revenue ($90 million per year) to further reduce retail prices.

Eofe)il — Costco’s executive membership program has one million paid members and its renewal rates are above 90%.

K{efelil — Costco reported that business members generate approximately 56% to 59% of overall sales. Costco does not specify
the percentage of sales that are attributed to its business members but are actually for personnel usage.

EloJok] — An average Costco member visits a club once every ten days and spends an average of $115 per visit.

K| — Costco’s 2.2 million executive members account for 33% of sales and its 2.4 million AMEX account holders represent
25% of sales.

PZ — In an interview with MMR, Brotman talked about Costco’s focus on the business member. Brotman said, “We
recognized very early the key role that small businesses play in a community. We also understand that small businesspeople
represent the real wealth of a community.”

Pl — Costco and American Express created a co-branded credit card called TrueEarnings. It offers no annual fee, a 3%
rebate on restaurant purchases, a 2% rebate on travel purchases and a 1% rebate on all other purchases.

— Costco always thought that members who spend $10,000 to $50,000 annually would view its $100 executive member
program positively. When annual purchases exceed $10,000, the 2% rebate feature of the card more than makes up for the
higher membership fee. However, members who spend approximately $2,500 to $2,700 annually are also signing up for the
executive membership. For these members, the rebate is not much greater than the $55 extra they have to pay for an
executive membership. These members see additional benefits beyond the rebate from the member services program.
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P8l — Costco American Express TrueEarnings cardholders will receive cash back (5% for business members and 3% for
consumers) on gasoline purchases made at Costco or other freestanding gasoline stations excluding ones at retail or club
competitors.

P[8fs — Costco increased its membership fees by $5 from $45 to $50 annually for both business and consumer members.

H8le) — Renewal rates remain strong at 92% for businesses, 86% for group or consumer members and 87% overall.

Pef8le] — Costco had 21.4 million paid members, 5.7 million paid business members, 3.4 million business add-on members and
25.5 million free spouse cards for a total of 56.0 million cardholders.

Zofefe) — Costco had 8.94 million executive members representing approximately 60% of sales with a renewal rate over 90%.

Operations History

ik — Costco was strictly a cash-and-carry operation and did not accept credit cards. Its locations operated eight hours per
day in order to save on labor costs, as this reduced overtime, and forced sales into a shorter time span.

iEeEfs — Frugality and an attention to controlling expenses were exemplified even by Sinegal’s office. Although he controlled a
multi-billion dollar company, his office had no walls and his desk sat right in the middle of the company’s headquarters.

— Costco believed in order to succeed it must be focused on details. For example, bakery products were packaged in
plastic until an employee suggested packing them in cardboard. This change saved the company millions in packaging costs.

— One operating goal was to reduce loss from damaged or stolen merchandise (shrink). Costco reduced shrink to
approximately 0.5% of sales, while shrink at other discount chains was between 1.5% and 2.0% of sales.

Ik — As Costco expanded into the New York and New Jersey market, it encountered a large membership base of Hassidic
Jews. To meet their needs, Costco certified four of its scratch bakeries in the area as kosher-approved.

IEeLls) — PriceCostco began to phase out front-end callers and installed scanning systems.

iEelels) — PriceCostco remodeled 59 of the 90 former Price Club locations with fresh foods. The remodeled clubs experienced
tremendous comparable sales growth.

— Costco created a division called Electronic Hardware Services (EHS). Computers that are returned to Costco get
forwarded to EHS, where they are repaired, tested, cleaned up, repackaged and sold as refurbished computers.

Zoii — In an interview with Business Week, Sinegal commented on Costco’s salary and hiring philosophy. “Paying good
wages is not in opposition to good productivity. If you hire good people, give them good jobs, and pay them good wages,
generally something good is going to happen.”

Pkl — California’s worker’'s compensation costs are a challenge. The average compensation claim in every state in which
Costco operates, except California, is $26,000. That same claim would cost $71,000 in California.

EO8Z — In a book titled Around The Corporate Campfire by Evelyn Clark, Sinegal discussed Costco’s return policy saying, “We
... decided to guarantee every single product unconditionally ... If someone buys a TV from us and drops it from a third floor
window, then brings it back to us saying they're unhappy with it, we give them their money back.”

— Based on a successful test of self-checkout lanes, Costco will be adding this feature to more locations. However,
Costco will not be adding express lanes for members who purchase a few items. Sinegal said, “We are not in the business of
rewarding people for spending less money.”

Z8fs — In a book titled What Is Your Corporate 1Q? by Jim Underwood, Galanti discussed Costco’s employee salary strategy.
“Our turnover is [more than] one-third that of the retail industry as a whole; that automatically reduces our costs.”

Z8fels — To stem the number of high-end television returns, Costco is testing an in-home installation service at a select number
of clubs in southern California.

P8]s — Costco installed its first solar electric system at its location in Lancaster, California. The roof-top system will cover
45,000 square feet and be among the largest privately owned, commercial solar electric systems in the United States.

H[8[s — Costco has installed nitrogen tire inflation systems at over 400 locations in the U.S., Canada, the U.K. and Mexico.
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Kf8]s — Costco’s shrink percentage was the lowest in the company’s history at 0.2% of sales.

2oy — Sinegal has become the most prominent member of an organization called the Business for a Fair Minimum Wage.
Sinegal said, “The more people make, the better lives they're going to have and the better consumers they’re going to be.”

2oy — Due to higher than normal flat panel television and consumer electronic returns, Costco is amending its return policy.
Members who purchase televisions, computers, cameras, camcorders, iPods, cellular phones and MP3 players will now have
a firm return date of 90 days. Returns within those first 90 days can come with or without a box or receipt.

K{efey| — Costco added its concierge service to all locations. The concierge service, which Costco is paying for, offers members
an 800 line to call if they have questions about their consumer electronic purchase.

HO[els — Costco had solar power systems installed at 19 locations.

Hu8s — Costco and Premier Retail Network (PRN), the company that manages Costco’s in-house television network,
announced an agreement to extend and expand their current relationship. In addition to its current media management
responsibilities, PRN will create customized content promoting Costco’s services and departments.

E8lS — In an article with the New England Journal of Entrepreneurship, Sinegal
commented on Costco’s advertising policy. He said, “If you advertise, you have
to raise the price of the merchandise, it is that simple ... We feel that the most
successful type of advertising is word of mouth.”

— Costco uses a third party vendor to notify members who purchased
recalled items. The company is provided with a purchase list for a recalled
product and is capable of calling 500,000 people per hour. Costco also sends
those members letters.
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Ef8fs — Costco’s energy management system allows a manager to control and
manage heating, ventilation, air conditioning and lights directly from his
computer.

Pef8le] — Twenty years ago, the company’s shrink was 0.30% of sales. Costco’s shrink in 2009 was 0.14% of sales.

Hfefe) — Costco is now accepting food stamps at most of its locations. Galanti said, “We’re finding we’re getting new members
that didn’t shop at Costco because we didn’'t have [food stamps] ... | think also that our view was we would not get a lot of food
stamps because our member on average is a little more upscale. | think that was probably a little bit arrogant on our part.”

EOf8fe) — Costco’s locations are constructed using recycled steel (when masonry or concrete are not required), include over 200
skylights, use technology that recycles heat from its refrigeration system to heat hot water for warehouse use and use high
efficiency restroom fixtures that save 40% more water than required by industry standards.

— For over 75% of inbound deliveries, Costco’s distribution centers use a time efficient unloading system. When a
trucker or carrier checks in at the depot's guard booth, their paperwork is confirmed and they are given a pager and a door
assignment. The guard booth keys into the system what is being delivered and the receiving personnel unload the truck and
confirm that delivery without the driver having to leave his truck. Once finished, the driver is alerted by the pager that he is free
to leave and he exchanges the pager for signed paperwork at the guard booth.

2ol — Costco leased a 300,000 square foot distribution center near Tokyo, Japan in Ichikawa City.
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