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Directors' Report
For the 52 weeks ended 28™ August 2011

The directors present their annual report on the affairs of Costco Limited together wath the financial statements for the 52
weeks ended 28" August 2011 Comparatives are stated for 52 weeks ended 29™ August 2010
Statement of directors’ responsibilities 1n respect of the Directors’ Report and the financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements 1n accordance with
apphicable law and regulations

Company law requires the directors to prepare financial statements for each financial penod Under that law they have
elected to prepare the financial statements 1n accordance with UK Accountung Standards and applicable law (UK
Generally Accepted Accounting Practice)}

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the company and of the profit or loss for that period

In prepanng these financial statements, the directors are required to
e select suitable accounting policies and then apply them consistently,
e make judgments and estimates that are reasonable and prudent,

e state whether applicable UK accounung standards have been followed, subject to any matenial departures disclosed
and explained in the financial statements,

e prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume that the company wall
continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any tme the financial positon of the company and
enable them to ensure that its financial statements comply with the Comparues Act 2006 They have a general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to prevent
and detect fraud and other wregulanties

Principal Activity and Business Review

The company 15 a wholly owned subsidiary of Costco Wholesale UK. Linuted which 1s engaged in operating cash & carry
membership warehouses

The prnincipal activity of the company has been the acquisition and holding of some freehold land and buildings for the
group operations and subsequent operating leaseback to the operatng company, Costco Wholesale UK Limited

Directors continee to review the property structure of the UK group, including Costco Limited, and are currently
evaluating if there 1s a continued need to have the remaiming property 1n a separate company

Key Performance indicators and outlook
Directors use the turnover, profit before tax and retained profit as the key performance indicators Rental income was
consistent with the prior period as the property leased to the operating company has a fixed annual rent which was

unchanged

Under the current lease contract held by the company future rental income 1s expected to remain steady for the
foreseeable future, subject to any impact from changes in the group property structure
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Directors' Report (continued)

Directors
The directors who served durning the period were as follows

Magan K Chauhan
James P Murphy
Stephen M Pappas

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that so far as they are each aware,
there 15 no relevant audit informauon of which the company’s auditors are unaware, and each director has taken all the
steps that he ought to have taken as a director to make limself aware of any relevant audit information and to establish
that the company’s auditors are aware of that mformation

Auditors

Pursuant to a shareholders’ resolution, the company 1s not obliged to reappount 1ts auditors annually and KPMG LLP wall
therefore continue mn office

By order of the board

UK Home Office,
Hartspring Lane,
Watford,

Herts, WD?25 8IS

an K Chauhan
Date 14" December 2011 Company Secretary
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Independent auditor’s report to the members of Costco Limited

We have audited the financial statements of Costco Limuted for the 52 week peniod ended 28® August 2011 The financial
reporung framework that has been applied in their preparation 1s applhcable law and UK Accounting Standards (UK
Generally Accepted Accounung Practice)

This report 1s made solely to the company’s members, as a body, in accordance with chapter 3 of part 16 of the Companies
Act 2006 Our audit work has been undertaken so that we might state to the company’s members those matters we are
required to state to them 1n an audrtors’ report and for ne other purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the company and the company’s members, as a body, for our audit
work, for this report, or for opintons we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on page 1, the directors are responsible for the
preparation of the financial statements and for being sausfied that they give a true and farr view Our responsibility 1s to
audit, and express an opinion on, the financial statements m accordance with applhicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical
Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB’s web-site at
www fre org ukfapb/scope/pnivate cfin

Opmion on financial statements

In our opimon the financial statements
s give atrue and fair view of the state of the company’s affairs as at 28" August 2011 and of 1ts profit for the 52
week period then ended,
*  have been properly prepared mn accordance with UK Generally accepted Accounting Practice, and
¢ have been prepared 1n accordance with the requirements of the Companies Act 2006

Opmion on other matter prescribed by the Companies Act 2006

In our opinton the information given in the Directors’ Report for the financial period for which the financial statements are
prepared 1s consistent wath the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Comparues Act 2006 requires us to report to you 1f,
1N OUr OpLUon
e adequate accounting records have not been kept, or returns adequate for our audn have not been recerved from
branches not visited by us, or
e the financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
¢  we have not recerved all the information and explanations we requare for our audit.

/’(Tﬁ,

Matt Lewis (Semor Statutory Auditor)

For and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants Date: l/o e deg ’&) i

Aquis Court

31 Fishpool Street
St Albans

AL3 4RF

United Kingdom
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Profit and Loss Account

For the 52 weeks ending 28" August 2011

Turnover

Cost of sales

Gross profit

Other operating expenses

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit for the financial period

Notes

2011 2010
£000 £000
1,176 1,176
1,176 1,176
(417) (417)

759 759
(242) (282)

517 477

There are no recogmsed gans or losses 1n eather period other than the result for each period

All operations of the company continued throughout the current period No operations were acquired or disposed under

either financial penods

The accompanying notes are an integral part of this profit and loss account

Costco Limited
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Balance Sheet

At 28" August 2011

Fixed Assets
Tangible assets
Current Assets

Debtors

Total assets less current liabihities
Provisions for habilities and charges
Net assets

Capital and reserves

Called-up share capital

Share premium account

Profit and loss account

Shareholders’ funds

These financial statements were approved by the Board of Directors and signed on its behalf by:

Stephen M P, 1
Diarector

The accompanymng notes are an integral part of this balance sheet

Registered Number 2776034

Costco Limited

Notes

oD oo

10

2011 2010
£000 £000
16,454 16,871
176,028 175,155
192,482 192,026
@27 (488)
192,055 191,538
2,000 2,000
137,498 137,498
52,557 52,040
192,055 191,538

Date

14" December 2011
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Statement of Accounting Policies

For the 52 weeks ended 28" August 2011

Accounting pohcies

The principal accounting policies are summansed below They have all been applied consistently throughout the current and
the preceding penod The accounting perniod covers the 52 weeks ended 28" August 2011 Comparative figures are as
shown for the 52 weeks ended 29™ August 2010

a)

b)

c)

d)

e)

Costco Limited

Basis of accounting

The financial statements are prepared under the histoncal cost convention m accordance with apphcable
accounting standards

Tangble fixed assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment

Depreciation 15 provided on all tangible fixed assets other than freehold land, at rates calculated to write off
the cost, less esumated residual value, of each asset on a straight hne basis over its expected useful life, as
follows

Freehold buildings 15-50 years

Taxation

Current tax 1s provided at amounts expected to be pawd {(or recovered) using the tax rates and laws that have
been enacted or substantially enacted by the balance sheet date

Deferred taxation 15 recogmsed m respect of all trming differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more, or a nght to pay less,
tax 1n the future have occurred at the balance sheet date, with the following exception

Deferred tax assets are recognised only to the extent that the directors’ consider that 1t 1s mere likely than not
that there wall be smtable taxable profits from which the future reversal of the underlymg timing differences
can be deducted

Deferred tax 1s measured on a non discounted basis ai the tax rates that are expected to apply in the penods in
which timung differences reverse, based on tax rates and laws enacted or substantially enacted at the balance
sheet date

Turnover

Turnover comprises rent recervable on property leases (excluding VAT and simular taxes) on an accruals
basis

Cashflow Statement
Under the provisions of FRS1, the company has not prepared a cash flow statement because 1t 1s a wholly

owned subsidiary undertaking of a company registered in England & Wales which has prepared
consolidated financial statements which include the subsidiary undertaking
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Notes to the Financial Statements

For the 52 weeks ended 28" August 2011

1. Turnover

Turnover comprises rental income from property leases with parent undertakings ansing wholly i the UK

2. Other operating expenses 2011 2010
£000 £000
Adoumstrative expenses 417 417

3, Profit on ordinary activities before taxation

Profit on ordmary activities before taxation 1s stated after charging

2011 2010
£000 £000
Depreciation of owned tangible fixed assets 417 417
Audit fees for the company are borne by the parent company
4 Tax on profit on ordinary activities
2011 2010
£000 £000
a) Analysis of tax charge in the period
UK Corporation Tax
Current tax on mncome for the period at 27 2% (2010 — 28%) 303 306
Total current tax 303 306
Deferred tax (note 7) (61) (24)
Tax on profit on ordinary activities 242 282
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Notes to the Financial Statements (continued)

For the 52 weeks ended 28" August 2011

Costeo Limuted

b) Factors affecting tax charge for the period

The tax assessed for the penod 1s different to the standard UK corporation tax 0f27 2% The differences are
explamed below

2011 2010

£000 £2000

Profit on ordinary activities before tax 759 759

Current tax at 27 2% (2010 - 28%) 206 213
Effects of

Capital allowances less than depreciation 22 12

Expenses not deductible for tax purposes 75 81

Total current tax 303 306

¢} Facrors affecting tax charge for the period

On 23 March 2011 the Chancellor announced a reduction in the main rate of UK Corporation Tax to 26%
with effect from 1 Apnl 2011 This charge became substantially enacted on 29 March 2011

The Chancellor also announced a reduction in the main rate of UK Corporation Tax to 25% with effect from 1
Apnl 2012 Tlus became substantally enacted on 19 July 2011, when the Fmance Bill 2011 was given Royal
Assent

The Chancellor also proposed changes to further reduce the main rate of UK Corporation Tax by 1% per
annum to 23% by 1 April 2014, but these changes have not yet been enacted

Tangible fixed assets

Freehold
Land &
Builldings
£000
Cost
Beginning and end of pertod 20,159
Depreciation
Beginnng of penod 3,288
Charge for the peniod 417
End of peniod 3,705
Net book value
Beginning of penod 16,871
End of penod 16,454

Freehold land amounting to £7,090,000 (2010 - £7,090,000) has not been depreciated

Page 8




Notes to the Financial Statements (continued)

For the 52 weeks ended 28" August 2011

6.

10.

Costeo Limited

Debtors
2011 2010
£000 £°000
Amounts falling due within one year-
Amounts owed to group undertakings 176,028 175,155
Provisions for habilities and charges
2011 2010
£000 £000
Deferred tax — fixed asset tumng difference
Begmning of peniod 438 512
Credit for the penod {61) (24)
Enrd of penod 427 488
Called-up share capital
2011 2010
£000 £'000
Allotted, called-up and fully paxd
2,000,000 ordinary shares of £1 each 2,000 2,000
Reserves
Movement in the pertod
Share Profit &
Premium Loss
Account Account
£000 £'000
Beginming of perod 137,498 52,040
Profit for the penod - 517
End of period 137,498 52,557
Reconciliation of movement 1n shareholders’ funds
2011 2010
£7000 £000
Profit for the financial period 517 477
Net addition to shareholders’ funds 517 477
Opening shareholders’ funds 191,538 191,061
Closing shareholders® funds 192,055 191,538
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Notes to the Financial Statements (continued)

For the 52 weeks ended 28" August 2011

11.

12.

Costco Lumited

Related party transactions

The company 1s controlled by Costco Wholesale UK Limuted, the immediate parent undertaking, which
controls 100% of the company's voting nghts The ultimate controlling party 1s Costco Wholesale
Corporation

As 100% of the Company’s vouing rights are controlled within the group headed by Costco Wholesale
Corporation, the company has taken advantage of the exemption contamed mm Financial Reporting
Standard 8 and has therefore not disclosed transactions or balances with entihes which form part of the
group headed by Costco Wholesale Corporation

Ultimate parent company

The immediate parent company 1s Costco Wholesale UK. Lumted, which heads up the smallest group to
consolidate these financial statements Copies of Costco Wholesale UK Limited financial statements are
available to the public and can be obtamed from UK Home Office, Hartspring Lane, Watford, WD25 8JS

The ultimate parent company and controlling party 15 Costco Wholesale Cormporation mncorporated n the
U S A, which 1s the parent undertaking of the largest group to consolidate these financial statements
Copies of Costco Wholesale Corporation consolidated financial statements are available to the pubhic and
can be obtained from 999 Lake Dnive, Issaquah, WA 98027, US A
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