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Directors’ Report
For the 52 weeks ended 1st September 2002

The directors present their annual report on the affairs of Costco Limited together with the accounts for the 52 weeks
ended 1st September 2002.

Directors” Responsibilities
Company law requires the directors to prepare accounts for each financial year which give a true and fair view of the

state of affairs of the company and of the profit or loss of the company for that period. In preparing those accounts, the
directors are required to:

. select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;

. state whether applicable accounting standards have been followed, subject to any
material departures disclosed and explained in the accounts; and

. preparc the accounts on the going concern basis unless it is inappropriate to presume

that the company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the company and enable them to ensure that the accounts comply with the Companies Act
1985, They are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

Principal Activity and Business Review

The company is a wholly owned subsidiary of Costco Wholesale UK. Limited. The principal activity of the company
has been the acquisition and holding of freehold and Iong leasehold land and buildings for the group operations and
subsequent operating Jeaseback to the operating company.

Directors and their Interests

The directors who served during the year were as follows:

Geoffrey F. M. Ball

Magan K. Chauhan
James P. Murphy

None of the directors had any interests in the shares of the company during the year. The interests of the directors of the
company in the ordinary shares of Costco Wholesale Corporation are as follows:-

Ordinary shares of Options on Ordinary shares

0.5 cent US in Costco of 0.5 cent US in Costco Wholesale Corporation

Wholesale Corporation

At At At During the year At

02/09/01 01/09/02 02/09/01 Granted Exercised 01/09/02

62,500 18,750 - 81,250

Geoffrey F M Ball -
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Directors’ Report cont’d

The interests of James P. Murphy in the shares of Costco Wholesale Corporation, the ultimate parent company, are
disclosed in the accounts of Costco Wholesale UK Limited.

Auditors

During the year Arthur Andersen resigned as the company’s auditors and the directors appointed KPMG LLP to fill the
vacancy arising. The company has dispensed with the obligation to appoint auditors annually, in accordance with
Section 386 of the Companies Act 1985,

By order of the board
UK Home Office,
Hartspring Lane,
Watford,
Herts, WD25 8JS. Magan K Chauhan
Secretary
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Independent Auditors’ Report

To the Members of Costco Limited

We have audited the financial statements of Costco Limited on page 4 to 10.
Respective responsibilities of directors and auditors

The directors are responsibie for preparing the directors’ report and, as described on page 1, the financial statements in
accordance with applicable United Kingdom law and accounting standards. Qur responsibilities, as independent auditors,
are established in the United Kingdom by statute, the Auditing Practices Board and by our profession’s ethical guidance,

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Companies Act 1985, We also report to you if, in our opinion, the directors’ report is not consistent
with the financial statements, if the company has not kept proper accounting records, if we have not received all the
information and explanations we require for our audit, or if information specified by law regarding directors remuneration
and transactions with the company i8 not disclosed.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices Board. An audit includes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial staternents. It also includes
an assessment of the significant estimates and judgments made by the directors in the preparation of the financial statements
and of whether the accounting policies are appropriate to the company’s circumstarnces consistently applied and adequaiely
disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other inregularity or error, In forming our opinjon we also evaluated the overall
adequacy of the presentation of information in the financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of the company’s affairs as at 1st September
2002 and of the company’s profits for the period then ended and have been properly prepared in accordance with the
Cormnpanies Act 1985.

SNV
KPMG LLP
Chartered Accountants and Registered Auditors

8 Salisbury Square,

London,
EC4Y BB

Date: 15® January 2003
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Profit and Loss Account
For the 52 weeks ended 1st September 2002

Notes 2002 2001

£'000 £000

Turnover 1 13,933 7,828
Cost of sales - -
Gross profit 13,933 7,828
Other operating expenses 2 (4,261) (2,611)
Profit on ordinary activities before taxation 3 9,672 5,217
Tax on profit on ordinary activities 4 (3,640) (2,348)
Profit for the financial year ““6-,-(;;2_ ““2-,-8“6;

There are no recognised gains or losses in either year other than the result for each year.

All operations of the company continued throughout the current year. No operations were acquired or disposed under
either financial years.

The accompanying notes are an integral part of this consolidated profit and loss account.
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Balance Sheet

1st September 2002

Notes 2002 2001

£000 £'000

Fixed Assets
Tangible assets 5 223,353 155,655
Creditors: Amounts falling due within one year 6 (75,056) (14,100)
Net current (liabilities) (75,056) (14,100)
Total assets less current liabilities 148,297 141,553
Provisions for liabilities and charges 7 (710) -
Net Assets 147,587 141,555
Capital and reserves
Called-up equity share capital 8 2,000 2,000
Share premium account 9 137,498 137,498
Profit and loss account 9 8,089 2,057
Equity shareholders’ funds 10 147,587 141,555

Signed on behalf of the Board

Yowse

! i
f

' Jame$ P. Murphy Date: 15" January 2003
Dirgttor

The accompanying notes are an integral part of this balance sheet.
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Statement of Accounting Policies
Far the 52 weeks ended st September 2002

Accounting policies

The principal

accounting policies are summarised below. They have all been applied consistently throughout the current

and the preceding year with the exception of the adoption of FRS 18 - “Accounting policies” which has had no significant
impact and FRS 19 ~ “Deferred tax” which requires full provision for deferred tax as described in note 4. The accounting
period covers the 52 weeks ended 1% September 2002. Comparative figures are as shown for the 52 weeks ended 2™
September 2001.

a)

b)

¢

4

Costeo Limited

Basis of accounting

The accounts are prepared under the historical cost convention in accordance with applicable accounting
standards.

Tangible fixed assets

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

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

Freehold and long leasehold buildings 15-50 years

Depreciation is not provided on long leasehold land unless in the opinion of the Directors the amount is
material, in which case the cost of leasehold land is written off over the term of the lease.

Taxation

Current tax is provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantially enacted by the balance sheet date.

Deferred taxation is recognised in respect of all timing 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 right to pay less,

tax in the future have accurred at the balance sheet date, with the following exception:

¢ Deferred tax assets are recognised only to the extent that the directors’ consider that it is more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing

differences can be deducted.

Deferred tax is measured on a non discounted basis at the tax rates that are expected to apply in the periods in
which timing differences reverse, based on tax rates and laws enacted at the balance sheet date.

Turnover

Turnover comprises rent receivable on property leases (excluding VAT and similar taxes).

Cashflow Statement

Under the provisions of FRS1, the company has not prepared a cash flow statement because it is a wholly

owned subsidiary undertaking of a company registered in England & Wales which has prepared
consolidated accounts which include the subsidiary undertaking.
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Notes to the Accounts
For 52 weeks ended 1st September 2002

1. Turnover

Turnover comprises rental income from property leases with parent undertakings in the UK.

2. Other operating expenses 2002 2001
£000 £000
Administrative expenses 4,261 2,611

3. Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after charging:

2002 2001
£'000 £'000
Depreciation of tangible fixed assets 4,261 2,611
4. Tax on profit on ordinary activities
2002 2001
£000 £°000
a) Analysis of tax charge in the year
UK Corporation Tax
Profit of the year at 30% (2001 — 30%) 3,535 2,348
Adjustment in respect of prior year (605) -
Total current tax 2,930 2,348
UK deferred tax
Originating and reversal of timing differences 710 -
Tax on profit on ordinary activities 3,640 2,348

b) Factors affecting tax charge for the period

The tax assessed for the year is less than the standard UK corporation tax of 30%. The differences are

explained below:
2002 2001
£000 £000
Profit on ordinary activities before tax 9,672 5,217
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Notes to the Acconnts {continued)
For 52 weeks ended 1st September 2002

4. Tax on profit on ordinary activities (continued)
2002 2001
£000 £000
Current tax at 30% (2001 — 30%) 2,902 1,565
Effects of
Accounting depreciation in excess of capital allowances 633 783
Group loss relief (605) -
Total current tax 2,930 2,348

¢} Deferred tax

Full deferred tax provision has been made in accordance with FRS 19 which was adopted during the year.
There was no prior year adjustment required as all the timing differences arose during the year.

In the cumrent year, the effect of this change in accounting policy has been to increase the total tax charge for

the year by £710,000.
5. Tangible fixed assets
' 2002 2001
£000 £'000
Net book value:
Land and buildings - freehold 157,284 137,809
Land and buildings - long leasehold 54,564 13,441
Assets in course of construction 11,505 4,405
223,353 155,655
Long Leasehold Freehold Assets in Total
Land & Land & Course of
Buildings Buildings Construction
£000 £000 £'000 £000
Cost
Beginning of year 13,687 140,174 4,405 158,266
Additions 31,164 29,290 11,505 71,959
Transfers 11,785 (7,380) (4,405) -
End of year 56,636 162,084 11,505 230,225
Depreciation
Beginning of year 246 2,365 - 2,611
Charge 873 3,388 - 4,261
Transfers 933 (953) - -
End of year 2,072 4,800 - 6,872
Net book value
Beginning of year 13,441 137,809 4,405 155,655
End of year 54,564 157,284 11,505 223,353

Freehold land amounting to £66,404,000 (2001 - £64,711,000) and long leasehold land amounting to
£8.837,000 (2001 - £4,103,000) have not been depreciated.
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Notes to the Accounts (continued)
For 52 weeks ended 1st September 2002

6. Creditors: Amounts falling due within one year
2002 2001
£000 £'000
Amounts owed to group undertakings 73,288 11,752
Other creditors
- Corporation Tax 1,768 2,348
75,056 14,100
7. Provision of liabilities and charges
2002 2001
£000 £000
Deferred tax
Charge for the year — in respect of capital allowances 710 -
710 -
8. Called-up equity share capital
2002 2001
£'000 £000
Authorised, allotted, called-up and fuliy paid
2,000,000 ordinary shares of £1 each 2,000 2,000
9. Reserves
Movement in the year
Share Premium Profit & Loss Total
Account Account
£000 £'000 £'000
Beginning of year 137,498 2,057 139,555
Retained profit for the year - 6,032 6,032
End of year 137,498 8,089 145,587
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Notes to the Accounts (continued)
For the 52 weeks ended 1st September 2002

10. Reconciliation of movement in equity shareholders’ funds
2002 2001
£000 £°000
Profit for the financial year 6,032 2,869
New share capital subscribed - 138,498
Movement in shareholders” funds 6,032 141,367
Opening shareholders’ funds 141,555 188
Closing shareholders’ funds 147,587 141,555

11. Related party transaction

Under Financial Reporting Standard 8 no related party transactions have been disclosed as the company is
a wholly owned subsidiary of Costco Wholesale UK Limited and consolidated accounts of Costco
Wholesale UK Limited are publicly available.

12. Ultimate parent company

Costco Wholesale Corporation, incorporated in the United States of America, is the ultimate parent
company. The largest group in which the results of the company are consolidated is that headed by
Costco Wholesale Corporation, whose financial statements are available to the public and are obtainable
from 999 Lake Drive, Issaquah, WA 98027, U.S.A, The smallest group in which the results of the
company are consolidated is that headed by Costco Wholesale UK Limited, a company incorporated in
Great Britain whose accounts are available to the public and are obtainable from UK Home Office,
Hartspring Lane, Watford, Herts, WD235 8JS.
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