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The Whole Package...in-house, for all your packaging and distribution needs!

Design * Printing * Tooling * Diecutting * Thermoforming * Sealing * Tagging * Packing * Corrugated Packaging * Pallet Program # Displays * Distribution  Warehousing

.u r expertise

helped develop
the packaging
guidelines used
by the warehouse
club channel...
we provide the
services that

mhunmeslfn o sl a

FEATURE

2008 2009

Gen. Jake Laies | Wokan Living Lyndon peterstl[Rozz! Taylor Trade Wells. Ear:th‘s 83 b : Living Lyndon s, | Garm Taylor Trade Wells. Ea(th's

Me Julia Home Reede Marcs Craft Farms Pride Me Home Reede Marcs Craft Farms Pride
Apparel 0 0 2 1 29 0 0 0 0 0 6 0 0 0 0 0 1 25 0 0 0 0 3 0 0 0
Automotive 0 0 0 0 0 0 0 0 0 0 0 5 0 0 0 0 0 0 0 0 0 0 0 6 0 0
Bed and Bath 0 0 0 0 0 0 18 0 0 0 0 0 0 0 0 0 0 0 30 0 0 0 0 0 0 0
Candy, Snacks | 30 0 0 0 0 0 0 0 0 1 0 0 0 0 25 0 0 0 0 0 0 1 0 0 0 0
Dry Grocery 51 6 0 0 0 0 0 0 0 10 0 0 0 2 50 5 0 0 0 0 0 6 0 0 0 2
Hard Goods 2 30 0 0 2 10 20 0 0 0 0 10 0 0 4 27 0 0 10 0 0 0 0 5 0 1
HBA, Baby 89 0 0 0 0 0 0 0 0 0 0 0 0 0 85 0 0 0 0 0 0 0 0 0 0 0
Perishable 117 | 2 0 0 0 0 0 0 10 12 0 0 67 5 123 | 1 0 0 0 0 4 6 0 0 58] 8
Pet 19 0 0 0 0 0 0 0 0 0 0 0 0 0 12 0 0 0 0 0 0 0 0 0 0 0
Seasonal 1 0 4 0 0 0 50 9 0 0 0 0 0 0 3 0 0 0 50 6 0 0 0 0 0 0
Sundries 46 | 22 0 0 0 0 0 0 0 0 0 0 0 0 40 | 18 0 0 0 0 0 0 0 0 0 0
Total 355]60] 6 | 1 [ 31 10 88 9 10 | 23 6 15 | 67 7 ]342151) 1 | 25 | 90 6 4 13 3 11 | 53 11
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Costco Private Label

In 1995, Costco introduced its Kirkland Signature private label brand. Costco’s private label strategy initially focused on
premium SKUs in high volume, “consumer need” categories. As members began to accept and recognize the quality of
the Kirkland Signature brand, Costco expanded its selection to categories that are not traditionally associated with
private label such as alcohol.

Costco’s private label merchandise represents approximately 17.5% of overall sales. Costco’s long term goal is for
private label to generate approximately 20% of sales. As can be seen from the chart on the next page, Costco’s private
label assortment decreased from 527 SKUs in 2008 to 502 currently. The following is some information about Costco’s
Kirkland Signature brand:

Co-Branding - One of the more important strategies for the clubs in developing a strong private label program is
member acceptance of the product. One way that Costco (as well as BJ's and Sam’s) achieves this is to co-brand its
Kirkland Signature label with existing brand-name products. By associating the Kirkland Signature name with an existing
well-known consumer brand name, members associate the quality of the branded company to Costco and Kirkland
Signature. This can only help to increase members’ positive perception of new and existing Kirkland Signature products.
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Costco 2008 POl Costco has placed its Kirkland Signature label on Danish butter cookies with Kelsen,
LSICICOIUSIEICHE] whole bean coffee with Starbucks, jelly beans with Jelly Belly, juice with Newman'’s

A | 20 0 23 0 . . . . . .
Rutomotis @ o =1 | Own, Disney with animal crackers, Hormel with bacon strips, Martha Stewart with an
e Tt assortment of prepared foods, yogurt with Stonyfield Farm and cosmetics with
Dry Grocery 81 0 el o IBorghese (see picture on the right).
Hard Goods 14 18 16 9
HBA, Baby 85 0 76 0
enshatle =1 Organic Items — Costco stocks a wide variety of
| 2 8 s
Seasona 22 1o i Kirkland Signature organic food items including a §!
Wine [ o [ s [ o |40-ounce bag of tortilla strips for $4.79, a case of
- Jotal S e - 20 forty-five 1.7-ounce packets of oatmeal for $8.99,
era Ola

a package of two 28-ounce bottles of peanut
butter for $7.99, a case of twenty-four 8.25-ounce
boxes of shelf stable chocolate milk for $15.99 and a 65-ounce bottle of salsa for
$5.99.

Costco—KS Cosmetics

Brand Consistency — One of Costco’s beliefs in growing its private label program is
to focus on one brand, Kirkland Signature, instead of introducing numerous private label names in different categories.
Costco believes that by introducing multiple private label brands, it will fragment its core Kirkland Signature brand,
reducing the effectiveness of its overall in-house program.

Frozen Shrimp — The following is a summary of an article in the December, 2005 issue of The Costco Connection.
Costco stocks a line of Kirkland Signature frozen shrimp. Costco began working on this program around 2002 to 2003.
Buyers visited between 70 to 80 shrimp processors worldwide. 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 during processing. STTP replaces water lost during the
freezing process and unnaturally inflates the weight of the shrimp. In the end, the manufacturer that Costco is using will
process shrimp directly from the pond to the processor and will not use preservatives like STTP.

Wine — Costco’s Kirkland Signature wine program is constantly changing. Kirkland Signature wines are special blends
produced exclusively for Costco or existing blends from respected vintners. Costco purchases approximately 2,000
cases of each wine. When a specific wine is sold out, it will not return. In the October, 2006 issue of The Costco
Connection, 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.”

Sam’s Private Label
Sam'’s introduced its Member’s Mark private label program in 1998 for its consumer members. To meet the needs of its

business members, Sam’s developed two additional private label brands: Bakers & Chefs for foodservice members and
Sam'’s Club products for general business needs.

Sam S MM BEOS?:SOthers MM B(%O(S)(? Others

Although Sam’s does not provide private label sales data, it is estimated P e T e T e
that Sam’s private label sales penetration is approximately 11.4%. As Sl bl o totol o totolel o
seen in the chart on the right, Sam’s private label selection increased from Dry Grocery 32 [ o o [ 2 [30[1]| o
377 SKUs in 2008 to 423 products in 2009. The following is additional e R o e IS S I B
information about Sam'’s private label program: Pershable ielot ol o i ioL o

Seasonal 13 1 0 0 18 0 0 0
Product Development — Sam's private label product development e S ToTo 5 T o T ool
strategy follows two tracks. First, Sam’s looks for “value voids” in a Total 28915235 1 |2891110[14] 1

category or department. This is where Sam'’s is able to offer members
leading national brand quality at a substantial savings. The second track
is offering members an item that is currently not available. This type of product is typically found in the fresh food or
freezer departments. By creating unique items, Sam’s delivers high-end food that is normally found at fine dining
establishments.

Overa ota 4
Re 008 d 2009

Product Quality and Innovation — The following is a more detailed explanation of Sam'’s strategy of sourcing unigue
private label items. The ultimate goal is for these unique items to set Sam’s Club apart from its club and non-club
competitors. There are some categories where Sam'’s believes it has the opportunity to offer innovative products. These
include prepared meals, appetizers and desserts.
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To create unique or innovative private label items, Sam’s goes out to the marketplace to source products and expects
vendors to present unique items that could fall under one of the company’s private label brands. There are five qualities
of an innovative private label product at Sam’s Club:

1. The item is a premium quality product that is consistent with culinary trends Sam'’s Club is following.

2. The vendor understands quality holistically, meaning the manufacturing Experienced Professional

process is safe and consistent. L Seeks East Coast Sales or
=z Buying Position

3. Sam’s surveys members to learn their opinions about potential private label

Food buyer with 25 years of warehouse club and

pl’OdUCtS. foodservice experience seeks a sales or buying
. position. This individual is looking to stay on the
4. Sam’s independently tests and benchmarks the product. East Coast.

5. Sam’s may test private label products at a few locations prior to expanding to | If interested, please contact HHC Publishing at

all locations michael.clayman@hhcpublishing.com and

' mention code 20090301. Your contact

information will be forwarded to the person who

P H will contact you within four days. All inquiries are
Prlcmg AnaIySIS confidential.

This last section analyzes two private label retail pricing charts. The first chart compares club private label pricing to
each item’s competing national brand. The second chart compares the pricing of a private label item which all three
clubs stock. The data for each chart was gathered in January, 2009.

Product National Brand Private Label . | d .
Brand Pack | Retail | Per Unit Brand Pack | Retail | Per Unit | Savings National Bran Comparlson
Acetaminophen Tylenol 325ct | $14.25 | $0.0438 | Kirkland Signature | 2-500ct | $7.35 | $0.0074 497% | — Eight private label items
Allergy Medicine Benadryl Allergy | 148 ct | $13.89 $0.0939 Kirkland Signature 400 ct $3.19 $0.0080 1077% . .
Baby Formula with Lipil Enfamil 2-25.7 0z| $31.89 $0.6204 Kirkland Signature 38 0z $17.99 $0.4734 31% a|0ng W|th the Compe“ng
Fabric Softener Sheets Bounce 250 ct $8.99 $0.0360 Kirkland Signature | 2-246ct | $8.59 $0.0175 106% H
Facial Tissues Kleenex 12-85ct | $15.49 $0.0152 Kirkland Signature | 12-100 ct| $13.69 $0.0114 33% natlonal brand were SeleCted
Grqund Coffee Fplgers 48 0z $9.99 $0.2081 | Kirkland s@gnature 48 oz $7.99 $0.1665 25% at each club (see chart on the
Hard Anodized Cookware Set Circulon 11 ct $199.99| $18.1809 Kirkland Signature 14 ct $159.99 [ $11.4279 59% ..
Solid White Albacore Tuna in Water Bumble Bee 10-6 0z | $13.99 $0.2332 Kirkland Signature 8-6 0z $8.99 $0.1873 24% Ieft) . The pr|C| ng fOI’ the
AA Batteries Duracell 24 ct $11.99 $0.4996 Berkley & Jensen 48 ct $9.99 $0.2081 140% B -
Apple Juice Mott's 2-128 0z | $6.99 $0.0273 Berkley & Jensen | 2-960z | $4.69 $0.0244 12% prlvate |abe| an d natlo n a'l
Coffee Filters Melitta 600 ct $7.99 $0.0133 Executive Choice | 1000ct | $6.49 $0.0065 105%
Cooking Spray Pam 2-120z | $6.99 $0.2913 Berkley & Jensen | 2-12 0z | $5.29 $0.2204 32% b ran d p ro d uc t S . wer e
Disinfecting Wipes Clorox 3-104ct | $12.99 | $0.0416 | Berkley & Jensen | 4-60ct | $8.99 | $0.0375 1% | COMm pal’ed. The unit retail
Large Dog Biscuits Milk Bone 14 Ib $8.99 $0.6421 Berkley & Jensen 14 Ib $6.99 $0.4993 29% . f h .
No Calorie Sweetener Splenda 700ct | $14.99 $0.0214 Berkley & Jensen 700ct | $11.99 $0.0171 25% p”ce o eac Ite m was
Semi Sweet Chocolate Morsels Nestle 72 0z $8.99 $0.1249 Berkley & Jensen 72 0z $7.49 $0.1040 20% i
100% Pure Olive Oil Bertolli 3 liter $22.22 $7.4067 Member's Mark 3 liter $16.54 $5.5133 34% CaICUIated and the savl ngs
2 ‘Adult Cat Food Cat Chow 181b_| $10.88 | $0.6044 | Members Mark | 201b | $1047 | $0.5235 15% | determined. Private label
6 Adult Dog Food Dog Chow 55 Ib $21.84 $0.3971 Member's Mark 50 Ib $17.36 $0.3472 14% . 0
- Baby Formula with Lipil Enfamil 38 0z $30.49 $0.8024 Member's Mark 51.40z | $19.38 $0.3770 113% SaVIngS range from 11 /0 to
- Fabric Softener Sheets Bounce 250 ct $9.08 $0.0363 Member's Mark 2-200ct | $7.88 $0.0197 84% 0, ’
S Loratadine Claritan 50 ct $24.64 $0.4928 Member's Mark 300ct | $12.72 $0.0424 1062% 1077 A] : For eXampIe, BJ S
@
» Mature Multi Vitamin Centrum Silver | 270ct | $18.17 | $0.0673 | Members Mark | 400ct | $12.57 | $0.0314 114% | stocks a package of 48 AA
Yellow American Cheese Kraft 3 Ib $7.88 $2.6267 Bakers & Chefs 5 Ib $8.87 $1.7740 48% .
WCF Research - January, 2009 batte”es Under the Berkley &

Jensen private label brand for
$9.99 or 20.8-cents-per-battery. The competing national brand is a package of 24 Duracell AA batteries for $11.99 or
50.0 cents-per-battery. BJ’s private label AA battery, in comparison, offers a 140% savings per battery.

Club Private Label Pricing Comparison — Ten private label items stocked by all three clubs were selected for this
analysis (see chart below). The per-unit retail price was determined for each item. Sam'’s per-unit retail price was used
as the base for the comparison. The per-unit retail price for BJ's and Costco was compared to Sam’s per-unit retail price
and the percentage higher or lower was calculated. That figure, which was multiplied by 100, appears in the differential
(DIFF) column. A number above 100 indicates that club’s per-unit retail price is higher compared to Sam’s and a
number below 100 indicates that club’s per-unit retail price is lower than Sam’s.

Sam's Club

Costco BJ's Wholesale

Product

Brand Pack [ Retail | Unit Retail Brand Pack | Retail [ Unit Retail | DIFF Brand Pack | Retail [ Unit Retail
Almonds Member's Mark | 1] 3 | Ib[$11.18]| $3.7267 Kirkland Signature | 1| 3 Ib [ $9.99 $3.3300 89 Berkley & Jensen 1] 3 Ib | $9.99 $3.3300 89
Aspirin (Bayer) Member's Mark | 1] 500 ct [ $3.88 $0.0078 Kirkland Signature | 2| 365 | ct| $4.99 $0.0068 88 | Berkley & Jensen | 1| 500 | ct| $3.99 $0.0080 103
Canned Chicken Member's Mark | 5| 13 | oz | $11.37| $0.1749 Kirkland Signature | 6] 12.5 | oz| $10.99| $0.1465 84 | Berkley & Jensen | 4| 12.5 | oz| $7.99 $0.1598 91
Ground Coffee Member's Mark | 1| 39 | oz $8.23 $0.2110 Kirkland Signature | 1] 48 | oz[ $7.99 $0.1665 79 Berkley & Jensen | 1| 48 |oz]| $8.99 $0.1873 89
Ibuprofen (Advil) Member's Mark | 2] 500] ct | $8.88 $0.0089 Kirkland Signature | 2| 500 | ct | $8.99 $0.0090 101 | Berkley & Jensen | 1| 500 | ct| $6.99 $0.0140 157
Luncheon Napkins Member's Mark | 4] 330 ct [ $8.32 $0.0063 Kirkland Signature | 4] 330 ] ct| $8.99 $0.0068 108 | Berkley & Jensen | 2| 300 | ct| $7.99 $0.0133 211
Men's Jeans Member's Mark | 1] 1 | ct|$12.87| $12.8700 Kirkland Signature 1§ 1 ct [$12.99] $12.9900 101 Lanesboro 1] 1 ct]$12.99] $12.9900 101
Salted Butter Quarters Member's Mark | 4] 1 | Ib[ $8.82 $2.2050 Kirkland Signature [4f 1 Ib [ $6.99 $1.7475 79 Wellesley Farms | 4] 1 Ib | $6.89 $1.7225 78
Trash Bags - 33 gal - Drawstring Member's Mark | 1] 90 | ct | $12.84 $0.1427 Kirkland Signature | 1] 90 | ct | $12.99 $0.1443 101 | Berkley & Jensen | 1| 90 | ct| $13.99 $0.1554 109
Vitamin E 400 U Member's Mark | 1] 750 ct [ $11.64] $0.0155 Kirkland Signature | 1] 500 ] ct| $8.79 $0.0176 113 | Berkley & Jensen | 1| 500 | ct| $8.99 $0.0180 116

WCEF Research - January, 2009

For example, Sam’s stocks a 500-count bottle of aspirin for $3.88 or 0.77-cents per pill. Costco stocks two 365-count
bottles of aspirin for $4.99 or 0.68-cents per pill. Costco’s per pill price is 12% lower than Sam’s. BJ’s stocks a 500-
count bottle of aspirin for $3.99 or 0.80-cents per pill. BJ's per pill price is 3% higher than Sam’s.
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Sam’s Club

Sam’s Club Reports Fourth Quarter and Fiscal Year Results
PR Newswire — February 17, 2009

The following are assorted notes and information from Wal-Mart's pre-recorded conference call and press release
concerning fourth quarter and fiscal year results ending January 31, 2009. Please note that the sales, comparable sales
and operating income data reported below represents Sam’s Club locations in the United States. Results from Sam’s
international clubs are included in Wal-Mart's overall international business and are not detailed.

Fourth Quarter Sales and Operating Income — Sam’s Club reported that fourth quarter sales at its United States
locations increased slightly from $11.83 billion last year to $11.84 billion this year. Overall comparable sales decreased
0.9% including Sam’s gasoline business which reduced comparable sales by 3.4%. Operating income decreased 3.8%
from $444 million last year to $427 million this year.

Fiscal Year Sales and Operating Income — Sam’s Club reported that fiscal year sales at its United States locations
increased 5.6% from $44.36 billion last year to $46.85 billion this year. Overall comparable sales increased 3.6%
including Sam’s gasoline business which reduced comparable sales by 1.2%. Operating income decreased 0.5% from
$1.62 billion last year to $1.61 billion this year.

Sam’s Club — Shenzhen, China — Doug McMillon, president and chief executive officer of Wal-Mart's international
business, reported that Sam’s location in Shenzhen, China generated US $210 million in sales last year, a company
record.

Traffic, Ticket — Liz Kirkwood, senior vice president of finance at Sam’s Club, reported that fourth quarter average
member traffic (excluding gasoline) was positive with consumer members visiting Sam’s Club at a higher rate than
business members. The company’s fourth quarter average transaction (excluding gasoline) decreased slightly.

Comparable Sales — Food, fresh food and consumable SKUs produced the strongest comparable sales. However,
discretionary categories, like furniture, exercise equipment and fine jewelry are generating weaker comparable sales.
Sam’s restaurant supply category produced negative sales results, an indication that restaurant and food service
members are being adversely affected by economic conditions.

Inventory — Fiscal year inventory was 1.2% lower than last year. That figure includes locations opened in the past 12
months. Inventory for comparable locations decreased 5.3%.

Merchandise Gross Margins — Fourth quarter and fiscal year merchandise gross margins (including gasoline)
increased compared to last year. Excluding gasoline sales, fourth quarter and fiscal year merchandise gross margins
still increased compared to last year.

Membership — Membership income for Sam’s fourth quarter and fiscal year increased compared to last year. In terms
of membership renewal rates, Sam’s has not seen a change in the overall numbers but some members seem to be
waiting longer to renew. Sam'’s ran a ten-week trial membership program in October, 2008. Consumer paid just $10 for
the ten-week trial. Sam’s subsequent renewal rates for the program were on plan.

Lady Lake, Florida — Sam’s opened a new location in January, 2009 in Lady Lake, Florida. The location produced the

highest grand opening day sales in Sam'’s history.

CLUB NEWS

PriceSmart

PriceSmart’s Co-Branded Credit Card
Jamaica Observer — January 14, 2009

PriceSmart has been offering a co-branded credit card to members in Central America. In the first quarter of its 2009
fiscal year, PriceSmart expanded the program to members in the Dominican Republic and Trinidad and will soon offer
the card to members in Jamaica and Barbados.
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Costco Wholesale

Costco’s Item Recall System
Komonews.com — January 24, 2009

Within the past couple years, Costco has been working with a third party vendor to notify members who have purchased
recalled items. When an item gets recalled, Costco pulls a complete purchase list for the product as well as each
member’'s phone number and hands it to the outside company. The company has the capability to make 500,000
automated calls per hour. Costco continues to send out letters to these people to increase the chances that they are
notified in at least one way.

Costco’s Mexican DC

The Costco Connection (Mexican edition) — February, 2009
Translation Services Provided by Translation Services USA

Costco recently opened a new crossdock facility in Tepeji del Rio, Mexico. The location distributes general
merchandise, dry grocery and perishable food products (produce, refrigerated and frozen). The location serves all 31
Costco locations in Mexico. The crossdock facility receives more than 200 trailers a day including 60 perishable trucks.

The Tepeji de Rio facility operates like existing crossdock facilities in the United States. The location has receiving
doors on one side of the building and shipping doors on the other. When product is received, it is immediately tagged
with a number that corresponds to a particular club location. The pallet of that product is immediately put in a shipping
lane for its destination club.

On the shipping side, forklifts are constantly taking merchandise from the shipping lanes and putting it directly into the
outbound trucks for delivery to the club locations. The facility keep track electronically of the weight and cube of each
outbound truck and when the truck reaches its maximum weight and cube, it is sealed and is ready to deliver. This
process is so efficient that a pallet can be taken from a manufacturer’s inbound truck and immediately placed on an
outbound truck for delivery to a club location in the same day.

The location also includes Costco’s beeper system. When a truck arrives at the facility’s gate or checkpoint, the driver
provides the delivery manifest and receives an electronic beeper like ones used at restaurants. The device will tell them
what delivery dock to park at and it will beep when the truck is unloaded. The beeper is then returned to the gate

operator. The driver, essentially, does not have to leave his truck which saves time.
OBSERVATIONS

WCF's business is the warehouse club industry. To that end, WCF is constantly
accumulating information about the industry via phone conversations, warehouse
visits, industry publications and manufacturer meetings. This section is WCF’s
attempt to disseminate that information to the club industry in an ethical and
protective manner.

+ Costco is offering an assortment of Asian, Hispanic, Kosher and Indian foods on its web site
(www.costco.com). All the products are sold in bulk or wholesale-size packages. All product
prices include shipping and handling. Costco stocks 60 Asian SKUs including a case of six 5-
ounce bottles of Sun Luck pure sesame oil for $27.99 and a case of twelve 9.9-ounce canisters
of hot wasabi peas for $64.99 (see picture on the right). Costco stocks 16 Hispanic items
including a case of twelve 1-pound bags of black beans for $21.99 and a case of twelve 2.11-
ounce bags of Maggi pollo con arroz (chicken flavored rice soup mix) for $13.99. Costco stocked 35 Kosher
products (some items were listed twice) including a case of twelve 24-ounce bottles of Kosher-for-Passover
Manischewitz gefilte fish for $89.99 and a case of twelve 12-ounce bags of Manischewitz wide egg noodles for
$29.99. Costco stocks 26 Indian SKUs including a case of twelve 3.5-ounce bags of Sun-Bird curry sauce mix for
$34.99 and a case of twelve 13.5-ounce cans of coconut milk for $21.99.
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