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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

xQUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended November 30, 2008
OR

“"TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

COMMISSION FILE NUMBER 0-22793

PriceSmart, Inc.
(Exact name of registrant as specified in its charter)

Delaware 33-0628530
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

9740 Scranton Road, San Diego, CA 92121
(Address of principal executive offices)

(858) 404-8800
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
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required to file such reports); and (2) has been subject to such filing requirements for the past 90 days. Yes b No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer Accelerated filer b Non-accelerated filer - Smaller Reporting
Company ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No p

The registrant had 29,596,203 shares of its common stock, par value $.0001 per share, outstanding at January 2, 20009.

Exhibits 10.11 and 10.12 will be filed by amendment to this Form 10-Q within five calendar days of this filing in
accordance with Rule 12b-25.
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PART [—FINANCIAL INFORMATION
ITEM 1.FINANCIAL STATEMENTS

PriceSmart, Inc.’s (“PriceSmart” or the “Company”) unaudited consolidated balance sheet as of November 30, 2008, the
consolidated balance sheet as of August 31, 2008, the unaudited consolidated statements of income for the three
months ended November 30, 2008 and 2007, and the unaudited consolidated statements of stockholders equity for the
three months ended November 30, 2008 and 2007, the unaudited consolidated statements of cash flows for the three
months ended November 30, 2008 and 2007, are included elsewhere herein. Also included herein are the unaudited
notes to the unaudited consolidated financial statements.
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PRICESMART, INC.
CONSOLIDATED BALANCE SHEETS

(UNAUDITED—AMOUNTS IN THOUSANDS, EXCEPT SHARE DATA)

ASSETS

Current Assets:

Cash and cash equivalents
Short-term restricted cash

Receivables, net of allowance for doubtful accounts of $9 and $11 in November and

August of 2008, respectively
Merchandise inventories

Prepaid expenses and other current assets
Notes receivable — short term

Assets of discontinued operations

Total current assets

Long-term restricted cash

Property and equipment, net

Goodwill

Deferred tax assets

Other assets

Investment in unconsolidated affiliates
Total Assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:

Short-term borrowings

Accounts payable

Accrued salaries and benefits

Deferred membership income

Income taxes payable

Common stock subject to put agreement
Other accrued expenses

Dividend payable

Long-term debt, current portion
Liabilities of discontinued operations
Total current liabilities

Deferred tax liability

Long-term portion of deferred rent
Accrued closure costs

Long-term income taxes payable, net of current portion

Long-term debt, net of current portion
Total liabilities

Minority interest

Stockholders’ Equity:

Common stock, $0.0001 par value, 45,000,000 shares authorized; 30,195,788 shares
issued and 29,608,772 and 29,615,226 shares outstanding (net of treasury shares),

respectively

N

November  August 31,
30, 2008 2008

24,692 $ 48,121
533 536
3,287 2,455
134,304 113,894
18,400 16,669
2,068 2,104
1,340 1,247
184,624 185,026
548 673
209,739 199,576
38,836 39,248
21,897 21,928
3,756 3,512

7,260

466,660 $ 449,963

4,868 $

107,965
7,575
8,149
4,743

11,770

2,704
296
148,070
1,237
2,554
3,664
4,449
22,273
182,247
550

3,473
96,120
8,271
7,764
3,695
161
11,877
4,744
2,737
277
139,119
1,376
2,412
3,489
5,553
23,028
174,977
480
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Additional paid-in capital 374,126 373,192
Tax benefit from stock-based compensation 4,565 4,563
Accumulated other comprehensive loss (15,013) (12,897)
Accumulated deficit (66,812) (77,510)
Less: treasury stock at cost; 587,016 shares as of November 30, 2008 and 580,562 as of

August 31, 2008. (13,0006) (12,845)
Total stockholders’ equity 283,863 274,506
Total Liabilities and Stockholders’ Equity $ 466,660 $ 449,963

See accompanying notes.
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PRICESMART, INC.
CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED—AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)

Three Months Ended
November 30,
2008 2007
Revenues:
Sales:
Net warehouse club $ 298,518 $ 245,189
Export 836 367
Membership income 4,325 3,742
Other income 1,529 1,113
Total revenues 305,208 250,411
Operating expenses:
Cost of goods sold:
Net warehouse club 254,426 208,511
Export 800 349
Selling, general and administrative:
Warehouse club operations 27,280 23,227
General and administrative 7,544 7,316
Preopening expenses — 772
Asset impairment and closure costs 248 19
Total operating expenses 290,298 240,194
Operating income 14,910 10,217
Other income (expense):
Interest income 126 410
Interest expense (581) (59)
Other expense, net (20) @7
Total other income (expense) 475) 304
Income from continuing operations before provision for income taxes, loss of
unconsolidated affiliates and minority interest 14,435 10,521
Provision for income taxes (3,647) (3,715)
Loss of unconsolidated affiliates 5 —
Minority interest (66) (130)
Income from continuing operations 10,717 6,676
Discontinued operations income (loss), net of tax (19) 18
Net income $ 10,698 $ 6,694
Basic income per share:
Continuing operations $ 0.37 $ 0.23
Discontinued operations $ — $ —
Net income $ 0.37 $ 0.23
Diluted income per share:
Continuing operations $ 0.37 $ 0.23
Discontinued operations $ — $ —
Net income $ 0.37 $ 0.23
Shares used in per share computations:
Basic 28,860 28,781
Diluted 29,111 29,494

8
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Dividends per share: $

See accompanying notes.
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PRICESMART, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(UNAUDITED—AMOUNTS IN THOUSANDS)

Tax Benefit

From Stock-

Common Stock Additional

Shares Amount

Balance at

August 31, 2007 29,815
Exercise of stock

options 17
Stock-based
compensation

Net income

Translation

adjustment
Comprehensive

income

Balance at

November 30,

2007 29,832

Balance at
August 31, 2008 30,196
Stock-based
compensation
Common stock
subject to put
agreement
Purchase of
treasury stock for
PSC settlement
Dividend payable
to stockholders
Dividend paid to
stockholders
Change in fair
value of interest
rate swap

Net income
Translation
adjustment
Comprehensive
income

Paid-in
Capital

$3 $369,848

— 333

— 384

$3  $370,565

$3  $373,192

— 773

— 161

based

Compen-sation

$3,970 ($12,343) ($106,087)

$3,974 ($12,608) ($99,393)

$4,563 ($12,897) ($77,510)

2

— 4,744
— — (4,744)
— (578) —
— 10,698
— (1,538) —

Accum-
ulated
Other Total
Compre-  Accum- Treasury Stock-
hensive ulated holder’s
Loss Deficit Shares Amount Equity

476 ($10,075) $245,316
— — 333

— — 388
6,694

(265)

6,429

476 ($10,075) 252,466
580 ($12,845) $274,506

— — 775

— — 161

7 (161)  (161)
4,744
— — (4,744)
(578)
— — 10,698
— — (1,538)

8,582

10
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Balance at

November 30,

2008 30,196 $3  $374,126 $ 4,565 ($15,013) ($66,812) 587 ($13,006) $283,863
See accompanying notes.

4
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PRICESMART, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED—AMOUNTS IN THOUSANDS)

Operating Activities:
Income from continuing operations

Adjustments to reconcile income from continuing operations to net cash provided by

operating activities:

Depreciation and amortization

Allowance for doubtful accounts

Asset impairment and closure costs

(Gain) Loss on sale of property and equipment
Deferred income taxes

Minority interest

Equity in earnings of unconsolidated affiliates
Tax benefit from exercise of stock options
Stock-based compensation

Change in operating assets and liabilities:

Change in accounts receivable, prepaid expenses, other current assets, accrued salaries

and benefits, deferred membership and other accruals
Merchandise inventories

Accounts payable

Net cash provided by continuing activities

Net cash used in discontinued activities

Net cash provided by operating activities

Investing Activities:

Additions to property and equipment

Proceeds from disoposal of property and equipment
Proceeds from sale of unconsolidated affiliate
Acquisition of business, net of cash acquired
Purchase of Costa Rica minority interest

Purchase of Panama minority interest

Net cash used in continuing activities

Net cash provided by discontinued activities

Net cash flows used in investing activities
Financing Activities:

Proceeds from bank borrowings

Repayment of bank borrowings

Cash dividend payments

Addition to restricted cash

Tax benefit from exercise of stock options
Purchase of treasury stock for PSC settlement
Proceeds from exercise of stock options

Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents

Three Months Ended
November 30,
2008 2007
10,717 $ 6,676
2,972 2,506
2) 5
175 19
8 67)
(107) (217)
66 130
5 _
2 4
773 384
(3,678) (2,285)
(20,410) (24,893)
11,847 18,151
2,364 405
(144) (129)
2,220 276
(11,318) (9,737)
4 2,514
— 2,000
(2,856) (11,842)
(2,241) —-
(4,616) —
(21,027) (17,065)
51 36
(20,976) (17,029)
7,260 9,547
(7,063) (238)
(4,744) (4,678)
— (89)
2 4
(161) —
— 333
(4,706) 4,879
33 (922)

12
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Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

(23,429)
48,121
24,692 $

(12,796)
32,065
19,269

13
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PRICESMART, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)
(UNAUDITED—AMOUNTS IN THOUSANDS)

Three Months Ended
November 30,
2008 2007

Supplemental disclosure of cash flow information:

Cash paid during the period for:

Interest, net of amounts capitalized $ 112 $ 104
Income taxes $ 4,093 $ 4,540

Note payable to Prico Enterprises $ 409 $ —

14
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
November 30, 2008

NOTE 1 - COMPANY OVERVIEW AND BASIS OF PRESENTATION

PriceSmart, Inc.’s (“PriceSmart” or the “Company”) business consists primarily of international membership shopping
warehouse clubs similar to, but smaller in size than, warehouse clubs in the United States. As of November 30, 2008,

the Company had 25 consolidated warehouse clubs in operation in 11 countries and one U.S. territory (four each in
Panama and Costa Rica, three each in Guatemala and Trinidad, two each in Dominican Republic, El Salvador, and
Honduras and one each in Aruba, Barbados, Jamaica, Nicaragua and the United States Virgin Islands), of which the
Company owns substantially all of the corresponding legal entities (see Note 2-Summary of Significant Accounting
Policies). There was one warehouse club in operation in Saipan, Micronesia licensed to and operated by local business
people as of November 30, 2008. The Company principally operates in three segments based on geographic area.

Basis of Presentation - The consolidated interim financial statements have been prepared in accordance with the
instructions to Form 10-Q for interim financial reporting pursuant to the rules and regulations of the U.S. Securities

and Exchange Commission ("SEC"). These consolidated interim financial statements should be read in conjunction
with the consolidated financial statements and notes included in the Company’s annual report filed on Form 10-K for
the fiscal year ended August 31, 2008. The consolidated interim financial statements include the accounts of
PriceSmart, Inc., a Delaware corporation, and its subsidiaries (“PSMT” or the “Company”). All material inter-company
transactions between the Company and its subsidiaries have been eliminated in consolidation.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation - The consolidated interim financial statements of the Company included herein 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. The
consolidated interim financial statements have been prepared by the Company without audit, pursuant to the rules and
regulations of the SEC, and reflect all adjustments (consisting of normal recurring adjustments) that are, in the opinion
of management, necessary to fairly present the financial position, results of operations, and cash flows for the interim
periods presented. Certain information and footnote disclosures normally included in consolidated financial statements
prepared in accordance with U.S. generally accepted accounting principles ("U.S. GAAP") have been condensed or
omitted pursuant to such SEC rules and regulations. Management believes that the disclosures made are adequate to
make the information presented not misleading. The results for interim periods are not necessarily indicative of the
results for the full year.

15
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The table below indicates the Company’s percentage ownership of and basis of presentation for each subsidiary as of
November 30, 2008:

Basis of

Subsidiary Countries Ownership Presentation
PriceSmart, Aruba Aruba 100.0% Consolidated
PriceSmart, Barbados Barbados 100.0% Consolidated
PSMT Caribe, Inc.:
Costa Rica Costa Rica 100.0% Consolidated
Dominican Republic Dominican 100.0%

Republic Consolidated
El Salvador El Salvador 100.0% Consolidated
Honduras Honduras 100.0% Consolidated
PriceSmart, Guam Guam 100.0% Consolidated(1)
PriceSmart, Guatemala Guatemala 100.0% Consolidated
PriceSmart, Jamaica Jamaica 100.0% Consolidated
PriceSmart, Nicaragua Nicaragua 100.0% Consolidated
PriceSmart, Panama Panama 100.0% Consolidated
PriceSmart, Trinidad Trinidad 95.0% Consolidated
PriceSmart, U.S. Virgin Islands  U.S. Virgin Islands 100.0% Consolidated
GolfPark Plaza, S.A. Panama 50.0% Equity(2)
Price Plaza Alajuela PPA, S.A.  Costa Rica 50.0% Equity(2)
Newco 2 Costa Rica 50.0% Equity(2)
Weinar Resources, Inc. Panama 100.0% Consolidated(3)

(1) Entity is treated as discontinued operations in the consolidated financial
statements.

(2) Purchase of Joint Venture Interest during the first quarter of fiscal year 2009.

(3) Purchase of Entity primarily for acquistion of land, (see Note 13, Acquisition of
Business).

Use of Estimates — The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the amounts reported in the consolidated 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 — Short-term restricted cash of approximately $533,000 primarily consisted of deposits into escrow
accounts for use in the settlement of the lawsuit filed by the PSC Parties (see Note 14—PSC Settlement) and for the
purchase of land in Trinidad. Long-term restricted cash represents deposits with federal regulatory agencies in Costa
Rica, Honduras and Panama for approximately $548,000.

17
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Merchandise Inventories — Merchandise inventories, which include merchandise for resale, are valued at the lower of
cost (average cost) or market. The Company provides for estimated inventory losses and obsolescence between
physical inventory counts on the basis of a percentage of sales. The provision is adjusted periodically to reflect the
trend of actual physical inventory count results, with physical inventories occurring primarily in the second and fourth
fiscal quarters. In addition, the Company may be required to take markdowns below the carrying cost of certain
inventory to expedite the sale of such merchandise.

Allowance for Doubtful Accounts — The Company generally does not extend credit to its members, but may do so for
specific wholesale, government, other large volume members and for subtenants. The Company maintains an
allowance for doubtful accounts based on assessments as to the probability of collection of specific customer
accounts, the aging of accounts receivable, and general economic conditions.

Property and Equipment — Property and equipment are stated at cost. Depreciation is computed on the straight-line
basis over the estimated useful lives of the assets. The useful life of fixtures and equipment ranges from three to 15
years and that of buildings from ten to 25 years. Leasehold improvements are amortized over the shorter of the life of
the improvement or the expected term of the lease.

18
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

In some locations, leasehold improvements are amortized over a period longer than the initial lease term as
management believes it is reasonably assured that the renewal option in the underlying lease will be exercised. The
sale or purchase of property and equipment is recognized upon legal transfer of property. For property and equipment
sales, if any long term notes are carried by the Company as part of the sales terms, the sale is reflected at the net
present value of current and future cash streams.

Lease Accounting — Certain of the Company's operating leases, where the Company is the lessee, (see Revenue
Recognition Policy for lessor accounting) provide for minimum annual payments that increase over the life of the
lease. The aggregate minimum annual payments are expensed on the straight-line basis beginning when the Company
takes possession of the property and extending over the term of the related lease including renewal options where the
exercise of the option is reasonably assured in some locations. The amount by which straight-line rent exceeds actual
lease payment requirements in the early years of the leases is accrued as deferred rent and reduced in later years when
the actual cash payment requirements exceed the straight-line expense. The Company also accounts in its straight-line
computation for the effect of any “rental holidays.” In addition to the minimum annual payments, in certain locations,
the Company pays additional contingent rent based on a contractually stipulated percentage of sales.

Fair Value Measurements — In accordance with Statement of Financial Accounting Standards (SFAS) No. 157, “Fair
Value Measurements,” the Company measures the fair value of assets and liabilities. The Company measures fair value
of assets when impairment issues arise in accordance with the provisions of SFAS 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets,” for business units (for goodwill impairment), for interest rate swaps,
and for stock put contracts. The Company uses fair value measurements based on quoted prices in active markets for
identical assets or liabilities (Level 1), significant other observable inputs (Level 2) or unobservable inputs for assets
or liabilities (Level 3), depending on the nature of the item being valued. The Company discloses on a yearly basis the
valuation techniques and discloses any change in method of such within the body of each footnote.

Goodwill — Goodwill, resulting from certain business combinations totaled $38.8 million at November 30, 2008 and
$39.2 million at August 31, 2008. The decrease in goodwill was due to the foreign exchange translation losses in
Guatemala and Jamaica for $252,000 and $160,000, respectively. The Company reviews previously reported goodwill
at the entity reporting level for impairment on an annual basis or more frequently if circumstances dictate. No
impairment of goodwill has been recorded to date.

Derivative Instruments and Hedging Activities — Derivative instruments and hedging activities are accounted for under
SFAS 133, “Accounting for Derivative Instruments and Hedging Activities.” Interest rate swaps are accounted for as
cash flow hedges. Under cash flow hedging, the effective portion of the fair value of the derivative, calculated as the
net present value of the future cash flows, is deferred on the consolidated balance sheet in accumulated other
comprehensive loss. If any portion of an interest rate swap were determined to be an ineffective hedge, the gains or
losses from changes in market value would be recorded directly in the consolidated statements of income. Amounts
recorded in accumulated other comprehensive loss are released to earnings in the same period that the hedged
transaction impacts consolidated earnings. (See Note 12—Interest Rate Swaps.)

Revenue Recognition — The Company recognizes merchandise sales revenue when title passes to the customer.
Membership income represents annual membership fees paid by the Company’s warehouse club members, which are

19
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recognized ratably over the 12-month term of the membership. The historical membership fee refunds have been
minimal and, accordingly, no reserve has been established for membership refunds for the periods presented. The
Company recognizes and presents revenue-producing transactions on a net basis, as defined within EITF Issue
No. 06-03 (“EITF 06-03), “How Taxes Collected from Customers and Remitted to Governmental Authorities Should Be
Presented in the Income Statement (That is, Gross versus Net Presentation).” The Company recognizes gift certificates
sales revenue when the certificates are redeemed. The outstanding gift certificates are reflected as other accrued
liabilities in the consolidated balance sheets. Operating leases, where the Company is the lessor, with lease payments
that have fixed and determinable rent increases are recognized as revenue on a straight-line basis over the lease term.
The Company also accounts in its straight-line computation for the effect of any "rental holidays." Contingent rental
revenue is recognized as the contingent rent becomes due per the individual lease agreements.

20
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Cost of Goods Sold — The Company includes the cost of merchandise, food service and bakery raw materials, and one
hour photo supplies in cost of goods sold. The Company also includes the external and internal distribution and
handling costs for supplying such merchandise, raw materials and supplies to the warehouse clubs. External costs
include inbound freight, duties, drayage, fees, insurance, and non-recoverable value-added tax related to inventory
shrink, spoilage and damage. Internal costs include payroll and related costs, utilities, consumable supplies, repair and
maintenance, rent expense, and building and equipment depreciation at our distribution facilities.

Vendor consideration consists primarily of volume rebates and prompt payment discounts. Volume rebates are
generally linked to pre-established purchase levels and are recorded as a reduction of cost of goods sold when the
achievement of these levels is confirmed by the vendor in writing or upon receipt of funds, whichever is earlier. On a
quarterly basis, the Company calculates the amount of rebates recorded in cost of goods sold that relates to inventory
on hand and this amount is recorded as a reduction to inventory, if significant. Prompt payment discounts are taken in
substantially all cases and, therefore, are applied directly to reduce the acquisition cost of the related inventory, with
the resulting impact to cost of goods sold when the inventory is sold.

Selling, General and Administrative — Selling, general and administrative costs are comprised primarily of expenses
associated with warehouse operations. Warehouse operations include the operating costs of the Company's warehouse
clubs, including all payroll and related costs, utilities, consumable supplies, repair and maintenance, rent expense,
building and equipment depreciation, and bank and credit card processing fees. Also included in selling, general and
administrative expenses are the payroll and related costs for the Company's U.S. and regional purchasing and
management centers.

Pre-Opening Costs — The Company expenses pre-opening costs (the costs of start-up activities, including organization
costs, and rent) as incurred.

Closure Costs — The Company records the costs of closing warehouse clubs as follows: severance costs are accrued in
accordance with SFAS 146, “Accounting for Costs Associated with Exit or Disposal Activity;” lease obligations are
accrued at the cease use date by calculating the net present value of the minimum lease payments net of the fair
market value of rental income that is expected to be received for these properties from third parties; gain or loss on the
sale of property, buildings and equipment is recognized based on the net present value of cash or future cash received
as compensation for such upon consummation of the sale; all other costs are expensed as incurred. In fiscal year 2003,
the Company closed two warehouse clubs, one each in the Dominican Republic and Guatemala. During fiscal year
2007, the Company’s original San Pedro Sula, Honduras, location was vacated and the operation was relocated to a
new site, which was acquired in fiscal year 2006 in another section of the city. The closure costs recorded in fiscal
year 2009 relate to these warehouse clubs.

Contingencies and Litigation — In accordance with SFAS 5, “Accounting for Contingencies,” the Company accounts and
reports for loss contingencies if (a) information available prior to issuance of the consolidated financial statements
indicates that it is probable that an asset had been impaired or a liability had been incurred at the date of the
consolidated financial statements and (b) the amount of loss can be reasonably estimated.

Common Stock Put Agreement — The Company recorded in fiscal year 2008 a liability for a common stock put
agreement (see Note 14—PSC Settlement). The Company utilizes the Black-Scholes method to determine the fair value
of the put agreement, taking the fair market value of the common stock, time to expiration of the put agreement,
volatility of the common stock and the risk-free interest rate over the term of the put agreement as part of the fair
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market valuation. The Company recorded in fiscal year 2008 a year-to-date expense for the fair value of the put
agreement granted as part of the legal settlement with the PSC Parties, determined as of June 11, 2008 of fiscal year
2008. On September 9, 2008 (fiscal year 2009), the Company recorded the final settlement of the liability.

10
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Foreign Currency Translation — In accordance with Statement of Financial Accounting Standards No. 52 (“SFAS 527)
“Foreign Currency Translation,” the assets and liabilities of the Company’s foreign operations are primarily translated to
U.S. dollars when the functional currency in our international subsidiaries is the local currency, which in many
cases is not U.S. dollars. Assets and liabilities of these foreign subsidiaries are translated to U.S. dollars at the
exchange rate on the balance sheet date and revenue, costs and expenses are translated at average rates of exchange in
effect during the period. The corresponding translation gains and losses are recorded as a component of accumulated
other comprehensive gain or loss.

Monetary assets and liabilities in currencies other than the functional currency of the respective entity are revalued to
the functional currency using the exchange rate on the balance sheet date. These foreign exchange transaction gains
(losses), including repatriation of funds, which are included as a part of the costs of goods sold in the consolidated
statement of operations, for the first three months of the fiscal years 2009 and 2008 were approximately ($677,000)
and $583,000, respectively.

Stock-Based Compensation — As of November 30, 2008, the Company had four stock-based employee compensation
plans which it accounts for applying Statement of Financial Accounting Standard No. 123(R) ("SFAS 123(R)"),
“Share-Based Payment.” Under SFAS 123(R), the Company is required to select a valuation technique or option-pricing
model that meets the criteria as stated in the standard, which includes a binomial model and the Black-Scholes model.
At the present time, the Company applies the Black-Scholes model. SFAS 123(R) also requires the Company to
estimate forfeitures in calculating the expense relating to stock-based compensation as opposed to only recognizing
these forfeitures and the corresponding reduction in expense as they occur. The Company records as additional paid-in
capital the tax savings resulting from tax deductions in excess of expense, based on the Tax Law Ordering method. In
addition, SFAS 123(R) requires the Company to reflect the tax savings resulting from tax deductions in excess of
expense reflected as a financing cash flow in its consolidated statement of cash flows, rather than as an operating cash
flow.

Income Taxes — The Company is required to file federal and state income tax returns in the United States and various
other tax returns in foreign jurisdictions. The preparation of these tax returns requires the Company to interpret the
applicable tax laws and regulations in effect in such jurisdictions, which could affect the amount of tax paid by the
Company. The Company, in consultation with its tax advisors, bases its tax returns on interpretations that are believed
to be reasonable under the circumstances. The tax returns, however, are subject to routine reviews by the various
federal, state and international taxing authorities in the jurisdictions in which the Company files its returns. As part of
these reviews, a taxing authority may disagree with respect to the income tax positions taken by the Company
(“uncertain tax positions”) and therefore require the Company to pay additional taxes. As required under applicable
accounting rules, the Company therefore accrues an amount for its estimate of additional income tax liability,
including interest and penalties, which the Company could incur as a result of the ultimate or effective resolution of
the uncertain tax positions. The Company reviews and updates the accrual for uncertain tax positions as more
definitive information becomes available from taxing authorities, completion of tax audits, expiration of statute of
limitations, or upon occurrence of other events.

The Company accounts for uncertain income tax positions based on the provisions of FASB Interpretation 48,
Accounting for Uncertainty in Income Taxes (“FIN 48”), which requires the Company to accrue for the estimated
additional amount of taxes for the uncertain tax positions when the uncertain tax position does not meet the more
likely than not standard for sustaining the position.
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As of November 30, 2008 and August 31, 2008, the Company had $15.0 million and $15.2 million, respectively, of
aggregate accruals for uncertain tax positions (“gross unrecognized tax benefits”). Of these totals, $3.0 million and $4.9
million, respectively, represent the amount of net unrecognized tax benefits that, if recognized, would favorably affect
the Company’s effective income tax rate in any future period.

The Company records the aggregate accrual for uncertain tax positions as a component of current or long-term income
taxes payable and the offsetting amounts as a component of the Company’s net deferred tax assets and liabilities. These
liabilities are generally classified as long-term even if the underlying statute of limitation will expire in the following
twelve months. The Company classifies these liabilities as current if it expects to settle them in cash in the next twelve
months. The Company has classified $892,000 as current income taxes payable as of November 30, 2008.

11
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PRICESMART, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The Company expects changes in the amount of unrecognized tax benefits in the next twelve months as the result of a
lapse in various statutes of limitations. For the quarter ended November 30, 2008, the Company reduced the long-term
income tax payable and recorded a reduction in the income tax expense as the result of a lapse in the underlying
statute of limitations totaling $1.0 million. The lapse of statutes of limitations in the twelve-month period ending
November 30, 2009 would result in a reduction to long-term income taxes payable totaling $2.2 million.

The Company’s continuing practice is to recognize interest and/or penalties related to income tax matters in income tax
expense in the long-term income tax payable caption on the balance sheet. As of November 30, 2008 and August 31,
2008, the Company had accrued $2.4 million and $3.4 million, respectively, for the payment of interest and penalties.

The Company has various audits and appeals pending in foreign jurisdictions. The Company does not anticipate that
any adjustments from these audits and appeals would result in a significant change to the results of operations,
financial conditions or liquidity.

The Company is subject to taxation in the U.S. and various states and foreign jurisdictions. As the result of net
operating loss carry forwards, the Company is subject to U.S. federal, state and local income tax examination by tax
authorities for tax periods subsequent to and including fiscal year 1995. With few exceptions, the Company is no
longer subject to non-U.S. income tax examination by tax authorities for tax years before fiscal year 2002. A lapse in
these statutes will result in a beneficial impact on the effective tax rate.

Recent Accounting Pronouncements — In October 2008, the Emerging Issues Task Force (“EITF”) reached a consensus
on EITF Issue No. 08-06 (“EITF 08-06), “Equity Method Investment Accounting Considerations.” The objective of this
Issue is to clarify how to account for certain transactions involving equity method investments. The Company is
required to adopt EITF 08-06 on a prospective basis after September 1, 2009. The Company is currently evaluating

the impact, if any, this issue will have on its consolidated financial statements however, the Company does not expect
that this issue will result in a change in current practice.

In May 2008, the Financial Accounting Standards Board (“FASB”) issued SFAS 162, “The Hierarchy of Generally
Accepted Accounting Principles” (“SFAS 162”). This Statement identifies the sources of accounting principles and the
framework for selecting the principles to be used in the preparation of financial statements of nongovernmental
entities that are presented in conformity with generally accepted accounting principles ("U.S. GAAP") in the United
States. This Statement is effective for financial statements issued 60 days following the SEC’s approval of the Public
Company Accounting Oversight Board amendments to AU Section 411, The Meaning of Present Fairly in Conformity
With Generally Accepted Accounting Principles. The Company will adopt SFAS 162 within 60 days following the
SEC’s approval of the Public Company Accounting Oversight Board amendments to AU Section 411. The Company is
currently evaluating the impact, if any, the pronouncement will have on its consolidated financial statements;
however, the Company does not expect that this Statement will result in a change in current practice.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging Activities-an
amendment of FASB Statement No.133” (“SFAS 161”). This Statement requires enhanced disclosures about an entity’s
derivative and hedging activities and thereby improves the transparency of financial reporting. This Statement is
effective for financial statements issued for fiscal years and interim periods beginning after November 15, 2008, with
early application and also encourages, but does not require, comparative disclosures for earlier periods at initial
adoption. The Company will adopt SFAS 161 beginning December 1, 2008. The Company is currently evaluating the
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impact, if any, the pronouncement will have on its consolidated financial statements.

In December 2007, the FASB issued SFAS 160, “Non-controlling Interests in Consolidated Financial Statement- an
amendment of ARB No. 51”7 (“SFAS 160”). SFAS 160 amends Accounting Research Bulletin No. 51, “Consolidated
Financial Statements,” establishing accounting and reporting standards for the non-controlling interest in a subsidiary
and for the deconsolidation of a subsidiary. This statement is effective for fiscal years beginning on or after
December 15, 2008. Early adoption is prohibited. The Company will adopt SFAS 160 beginning on September 1,
2009. The Company is currently evaluating the impact that adoption will have on future consolidations.

12
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141(R), “Business
Combinations” (“SFAS 141(R)”). SFAS 141(R) replaces SFAS No. 141, “Business Combinations,” retaining the
fundamental requirements of SFAS 141 and expanding the scope to apply the same method of accounting to all
transactions or events in which one entity obtains control over one or more other businesses. This statement applies
prospectively to business combinations or acquisitions after the beginning of the first annual reporting period
beginning on or after December 15, 2008. An entity may not apply this standard before this date. The Company will
adopt SFAS 141(R) on September 1, 2009. The Company does not expect that this pronouncement will result in a
change in current practice.

In June 2007, the Emerging Issues Task Force (“EITF”) reached a consensus on EITF Issue No. 06-11 (“EITF 06-11),
“Accounting for Income Tax Benefits of Dividends on Share-Based Payment Award.” EITF 06-11 requires companies
to recognize the tax benefits of dividends on unvested share-based payments in equity (increasing the Financial
Accounting Standards (SFAS) No. 123(R) “APIC Pool” of excess tax benefits available to absorb tax deficiencies) and
reclassify those tax benefits from additional paid-in capital to the income statement when the related award is forfeited

(or is no longer expected to vest). The Company is required to adopt EITF 06-11 for dividends declared after
September 1, 2008. The Company opted for earlier application starting on September 1, 2007 for the income tax
benefits of dividends on equity-classified employee share-based compensation that are declared in periods for which
financial statements have not yet been issued. The adoption of EITF 06-11 did not have a material impact on the
Company’s consolidated financial condition and operating results.

In February 2007, the FASB issued Statement of Financial Accounting Standards (SFAS ) No. 159, “The Fair Value
Option for Financial Assets and Financial Liabilities, including an amendment of FASB Statement No. 115” (“SFAS
159”). SFAS 159 permits companies to measure many financial instruments and certain other items at fair value at
specific election dates. The Company adopted SFAS 159 beginning September 1, 2008. The adoption of SFAS 159
did not have a material impact on the Company’s consolidated financial condition and operating results.

NOTE 3 - DISCONTINUED OPERATIONS

In accordance with the provisions of SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets,” the accompanying consolidated interim financial statements reflect the results of operations and financial
position of the Company’s activities in the Philippines and Guam as discontinued operations. Following its closure in
December 2003, the Company had previously included the results of operations from Guam in the asset impairment
and closure costs line of the consolidated statement of income. The results of the Philippine and Guam activities are
consolidated in the discontinued operation line of the consolidated statement of income. Management views these
activities as one activity managed under a shared management structure. Cash flow activities related to the Guam
discontinued operations’ leased property will terminate approximately September 2011, which is the end date of the
lease term.

The assets and liabilities of the discontinued operations are presented in the consolidated balance sheets under the
captions “Assets of discontinued operations” and “Liabilities of discontinued operations.” The underlying assets and

liabilities of the discontinued operations for the periods presented are as follows (in thousands):

November 30, August 31,
2008 2008
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Cash and cash equivalents $ 143 $ 284
Accounts receivable, net 404 116
Prepaid expenses and other current assets 4 7
Other assets 789 840
Assets of discontinued operations $ 1,340 $ 1,247
Other accrued expenses $ 296 $ 277
Liabilities of discontinued operations $ 296 $ 277

The Company’s former Guam operation has a deferred tax asset of $2.6 million, primarily generated from NOLSs. This
deferred tax asset has a 100% valuation allowance, as the Company currently has no plans that would allow it to
utilize these losses. Additionally, a significant portion of these losses are limited as to future use due to the Company’s
Section 382 change of ownership in October 2004.

13
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PRICESMART, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The following table sets forth the income (loss) from discontinued operations for each period presented (in
thousands):

Three Months Ended
November 30,
2008 2007
Net warehouse club sales $ — 3 -
Pre-tax income (loss) from operations (19) 18
Income tax (provision) benefit — —
Net income (loss) $ (19) $ 18

The pre-tax (loss) and pre-tax income from discontinued operations for the three months ended November 30, 2008
and 2007 of approximately ($19,000) and $18,000, respectively, is the net result of the subleasing activity in Guam.

NOTE 4 — PROPERTY AND EQUIPMENT
Property and equipment consist of the following (in thousands):

November  August
30,2008 31, 2008

Land $ 70,017 $ 63,582
Building and improvements 129,997 130,237
Fixtures and equipment 77,962 75,137
Construction in progress 5,924 2,466
Total property and equipment,
historical cost 283,900 271,422
Less: accumulated depreciation (74,161) (71,846)
Property and equipment, net $ 209,739 $ 199,576

Building and improvements include net capitalized interest of $1.3 million as of both November 30 and August 31,
2008.

On September 24, 2008, PriceSmart acquired 13,162 square meters of real estate in Panama City, Panama, upon
which the Company plans to construct and operate a new PriceSmart Warehouse Club (see Note 13-Acquisition of
Business). Typically, PriceSmart land requirements are approximately 20,000 square meters; however, the new
Panama City location will be constructed on two levels, with parking at grade level and the building on the second
level. An existing PriceSmart warehouse club in Panama City, Panama (known as the Los Pueblos Club) will be
relocated to this new site, and the Company will thereby continue to operate four warehouse clubs in Panama. It is
currently anticipated that the new PriceSmart warehouse club will open in fiscal year 2010. Additionally, on
September 29, 2008 PriceSmart acquired 21,576 square meters of real estate in Alajuela, Costa Rica (near San Jose),
upon which the Company plans to construct and operate a new PriceSmart warehouse club, which will be its fifth in
Costa Rica. It is currently anticipated that the new PriceSmart warehouse club will open in the third quarter of fiscal
year 2009. These acquisitions contributed the following property (in thousands):
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Land Costa Rica $ 3,724
Land Panama 2,856
Total land acquired $ 6,580

The Company continued with warehouse club expansions, warehouse distribution center expansion and the
development of the land sites acquired for the opening of warehouse club sites in Panama and Costa
Rica. Construction in process and fixtures and equipment increased during the first quarter of fiscal year 2009 due to
these activities.

14
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
In October 2007 (fiscal year 2008), the Company acquired the company that had leased to it the real estate and

building upon which the Barbados warehouse club is located for approximately $12.0 million. This acquisition
contributed the following property and equipment (in thousands):

Land $ 4,965
Building and improvements 6,948
Fixtures and equipment 85
Total property and

equipment $11,998

In fiscal year 2008, the Company also capitalized approximately $23.6 million in building and improvements, fixtures

and equipment and construction in progress, primarily related to the new warehouse club openings in Guatemala

(November 2007) and Trinidad (December 2007) and continued improvements in the Company’s other warehouse club
locations.

Depreciation expense for the first three months of fiscal years 2009 and 2008 was approximately $3.0 million and,
$2.5 million, respectively.

NOTE 5 - EARNINGS PER SHARE

Basic income per share is computed based on the weighted average common shares outstanding in the period. Diluted
net income (loss) per share is computed using the treasury stock method to calculate the weighted average number of
common shares and, if dilutive, potential common shares outstanding during the period. Potential dilutive common
shares include unvested restricted shares and the incremental common shares issuable upon the exercise of stock
options and warrants, less shares from assumed proceeds. The assumed proceeds calculation includes actual proceeds
to be received from the employee upon exercise, the average unrecognized compensation cost during the period and
any tax benefits that will be credited upon exercise to additional paid-in capital. The following table presents the
calculation of the basic income per share and the diluted income per share (in thousands, except per share data):

Three Months Ended
November 30,

2008 2007
Net income: $ 10,698 $ 6,694
Determination of shares:
Average common shares
outstanding 28,860 28,781
Assumed conversion of:
Stock options 104 147
Restricted stock grant(1) 147 566
Diluted average common shares
outstanding 29,111 29,494
Net income:
Basic income per share $ 037 $ 0.23
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Diluted income per share $ 037 $ 0.23

(1)There was no restricted stock issued during the three
months ended November 30, 2008 and 2007.
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
NOTE 6 — STOCKHOLDERS’ EQUITY
Dividends

On January 24, 2008, the Company’s Board of Directors declared a cash dividend in the total amount of $0.32 per
share, of which $0.16 per share was paid on April 30, 2008 to stockholders of record as of the close of business on

April 15, 2008 and $0.16 per share was paid on October 31, 2008 to stockholders of record as of the close of business

on October 15, 2008. On February 7, 2007, the Company’s Board of Directors declared a cash dividend, in the total
amount of $0.32 per share, of which $0.16 per share was paid on April 30, 2007 to stockholders of record as of the

close of business on April 15, 2007 and $0.16 per share was paid on October 31, 2007 to stockholders of record as of

the close of business on October 15, 2007. The Company anticipates the ongoing payment of semi-annual dividends in

subsequent periods, although the actual declaration of future dividends, the amount of such dividends, and the

establishment of record and payment dates is subject to final determination by the Board of Directors in its discretion,

after its review of the Company’s financial performance and anticipated capital requirements.

Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss reported on the Company’s consolidated balance sheets consists of foreign
currency translation adjustments and unrealized gains and losses on interest rate swaps. The unfavorable translation

adjustments during the three months ended November 30, 2008 and 2007 were primarily due to weaker foreign

currencies.

Retained Earnings Not Available for Distribution

As of November 30, and August 31, 2008, included in retained earnings of certain subsidiaries are legal reserves of
approximately $1.3 million and $1.0 million, respectively, which cannot be distributed as dividends by the Company's
subsidiaries to the Company according to statutory regulations.

NOTE 7 - STOCK OPTION AND EQUITY PARTICIPATION PLANS

The following table summarizes the components of the stock-based compensation expense for the three months ended
November 30, 2008 and 2007 (in thousands), which are included in general and administrative expenses and
warehouse expenses in the consolidated statement of income:

Three Months Ended
November 30,

2008 2007
Vesting of options granted to
employees and directors $ 27 S 37
Vesting of restricted stock grants 746 347
Stock-based compensation
expense $ 773 $ 384
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The following table summarizes stock options outstanding as of November 30, 2008, as well as the activity during the
first quarter then ended:

Weighted Average
Shares Exercise Price

Shares subject to outstanding
options at August 31, 2008 280,130 $ 9.23
Granted - -
Exercised - -
Forfeited or expired - -
Shares subject to outstanding
options at November 30, 2008 280,130 $ 9.23

16
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
As of November 30, 2008, options to purchase 242,330 shares were exercisable and there were 425,767 shares of the
Company's common stock reserved for future issuance, of which 145,637 shares are available for future grants. The
following table summarizes information about stock options outstanding and options exercisable as of November 30,

2008:

Weighted-Average

Outstanding as Weighted-Average Exercise Price
Range of of Nov. 30, Remaining Weighted-Average  Exercisable as as of Nov. 30,
Exercise Prices 2008 Contractual Life Exercise Price of Nov, 30, 2008 2008

$ 6.13 - $8.18 230,130 130 $ 6.29 206,130 $ 6.27
8.19-8.90 5,000 0.93 8.90 5,000 8.40
891 -17.87 8,000 4.05 16.04 2,200 16.21
17.88 — 20.00 15,000 0.27 19.17 15,000 19.17
20.01 — 39.00 22,000 3.08 30.77 14,000 34.86
$  6.13-$39.00 280,130 145 $ 9.23 242,330 $ 8.86

The aggregate intrinsic value and weighted average remaining contractual term of options exercisable at November
30, 2008 was $1.9 million and 1.3 years, respectively. The aggregate intrinsic value and weighted average remaining
contractual term of options outstanding at November 30, 2008 was $2.2 million and 1.45 years, respectively. The
intrinsic value of a stock option is the amount by which the market value of the underlying stock exceeds the exercise
price.

The fair value of each option grant is estimated on the date of grant using the “Black-Scholes” option-pricing
model. There were no options granted during the three months ended November 30, 2008 and 2007. There were no
options exercised during the three months ended November 30, 2008. The Company did not repurchase shares of
common stock from employees during the three months ended November 30, 2008 and 2007.

Cash proceeds from stock options exercised, tax benefits related to stock options exercised and the intrinsic value
related to total stock options exercised during the three months ended November 30, 2008 and 2007 are summarized
in the following table (in thousands):

Three Months Ended
November 30,
2008 (1) 2007
Proceeds from stock options exercised NA  $ 333
Tax benefit related to stock options $
exercised N/A 4
Intrinsic value of stock options exercised N/A $ 117

(1) No stock options were exercised during the three months ended November 30, 2008.
In fiscal year 2006, the Company began granting restricted stock. The restricted stock grants vest over a five-year

period, with the unvested portion being forfeited if the employee leaves the Company before the vesting period is
completed. Restricted stock grant activity for the three months ending November 30, 2008 and 2007 was as follows:
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Grants outstanding at
August 31,

Granted

Cancelled

Vested

Grants outstanding at
November 30,

Three Months Ended
November 30,
2008 2007

566,250

748,860
(1,150) -
566,250

747,710
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PRICESMART, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The remaining unrecognized compensation cost related to unvested options and restricted stock grants at November
30, 2008 and 2007 was approximately $9.1 million and $4.1 million, respectively, and the weighted-average period of
time which this cost will be recognized is 3.7 years and 3.6 years, respectively.

On April 17, 2008 the Board of Directors approved an amendment to the 2001 Plan to authorize the award of

restricted stock units to independent directors, subject to approval of the amendment by the Company’s stockholders at
the next annual meeting of stockholders. The Board also awarded restricted stock units to the independent directors

which will vest at the rate of 20% per year commencing on March 29, 2008, subject to stockholder approval of the

amendment. The Company has not considered these restricted stock units outstanding in determining stock

compensation expense, the balance of shares issued, average common shares outstanding and the diluted average

common shares outstanding.

Total restricted stock units activity, relating to the 2001 Plan for the three months ended November 30, 2008 and 2007
was as follows:

Three Months
Ended November
30,

2008 2007
Grants outstanding at —
August 31,* 20,000
Granted — —
Grants outstanding at —
November 30, 20,000

*Pending approval of amendment to 2001 Plan by the Company’s stockholders.
NOTE 8 — ASSET IMPAIRMENT AND CLOSURE COSTS FOR CONTINUING OPERATIONS

During fiscal year 2003, the Company closed two warehouse clubs, one each in the Dominican Republic and
Guatemala. The Company closed its Commerce, California distribution center on August 31, 2004. In fiscal year
2007, the Company closed its San Pedro Sula, Honduras location and relocated to a new site which was acquired in
fiscal year 2006 in another section of the city. During fiscal year 2008, the Company recorded an impairment charge
of approximately $449,000 of bulk packaging equipment that was unusable. For the first three months of fiscal year
2009, the Company has recorded a credit for impairment charge of approximately ($5,000) due to the sale of
previously impaired bulk equipment.

A reconciliation of the changes and related liabilities derived from the closed warehouse clubs as of November 30,
2008 is as follows (in thousands):

Charged Cash
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Liability as to Paid Non-cash Liability as
of Expense Amounts of
August 31, November
2008 30,
2008
Lease obligations  $ 3,677(1) $ 201 2) $ 26) $ —3 3,852(3)
Asset impairment — 5) @ — _— —
Other associated costs — 52 D — —
Total $ 3,677 $ 248 $ an $ —3$ 3,852

(1) Amount includes $3.5 million of Accrued closure costs and $188,000 of short-term lease
obligations (included within Other accrued expenses) on the consolidated balance sheet as of
August 31, 2008.

2> Amount of additional lease obligations due to increase in rent for closed warehouse club in
Guatemala (fiscal year 2009).

3) Amount includes $3.7 million of Accrued closure costs and $188,000 of short-term lease
obligations (included within Other accrued expenses) on the consolidated balance sheet as of
November 30, 2008.

(4) Credit on sale of previously impaired equipment.

18
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PRICESMART, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The Company is committed under non-cancelable operating leases for rental of facilities and land. These leases expire
or become subject to renewal between 2009 and 2031.

As of November 30, 2008, our warehouse clubs occupied a total of appriximately 1,577,755 square feet of which
410,249 square feet were on leased property. The following is a summary of the warehouse clubs and Company

facilities located on leased property:

Location (1)
Via Brazil, Panama

Miraflores, Guatemala
Pradera, Guatemala

Tegucigalpa, Honduras
Oranjestad, Aruba
Port of Spain, Trinidad
St. Thomas, U.S.V.1.
Barbados
San Diego, CA
Miami, FL

Miami, FL

Facility Type

Warehouse
Club
Warehouse
Club
Warehouse
Club
Warehouse
Club
Warehouse
Club
Warehouse
Club
Warehouse
Club
Storage
Facility
Corporate

Headquarters

Distribution
Facility
Distribution
Facility

Date Opened
December 4, 1997

April 8, 1999
May 29, 2001
May 31, 2000
March 23, 2001

December 5, 2001

May 4, 2001

May 5, 2006

April 1, 2004

March 1, 2008

September 1,
2001

Approximate

Square
Footage

Current Lease
Expiration Date

68,696  October 31, 2026

66,059 December 31, 2020

48,438
64,735
54,229
54,046
54,046
4,800
35,000
200,709

31,575

May 28, 2025
May 30, 2020

March 23, 2021

July 5, 2031

February 28, 2020
April 30, 2009
March 31, 2011
August 31, 2018

February 28, 2010

(1) Former clubs located in Guam and Guatemala are not included; these warehouse
clubs were closed in fiscal 2004 and 2003, respectively. The respective land and
building are currently subleased to third-parties.

Remaining Options

10 years

5 years

5 year option/indefinite periods

none
10 years
none
10 years
1 year

5 years
10 years

18 months

Future minimum lease commitments for facilities under these leases with an initial term in excess of one year are as
follows (in thousands):

Open

Closed
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Periods Ended Locations Location(2)

November 30, (D)

2009 $ 6,274 $ 392

2010 5,895 363

2011 5,423 321

2012 5477 321

2013 5,565 321

Thereafter 64,306 3,653

Total (3) $ 92,940 $ 5,371

€)) Operating lease obligations have been reduced by approximately $549,000 to reflect
sub-lease income.

2) The net present value of the closed Guatemala warehouse club lease obligation (net of
expected sublease income) has been recorded on the consolidated balance sheet under
the captions “Other accrued expenses” and “Accrued closure costs.”

3) The total excludes payments for the discontinued operations in Guam. The projected

minimum payments excluded for Guam are approximately $.7 million; however,
sublease income for this location is approximately $3.2 million, yielding no net
projected obligation.

The Company also has one equipment lease (IBM). The Company’s annual future minimum lease payments are

19

approximately $107,000; this lease expires on November 30, 2010.
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PRICESMART, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
The Company has operating lease agreements for rental of land and/or building space for which the Company is
recognizing rental income. The following is a schedule of future minimum rental income on non-cancelable operating

leases as of November 30, 2008 (in thousands):

Periods ended November Amount in

30, thousands
2009 $ 1,602
2010 1,512
2011 1,122
2012 825
2013 796
Thereafter 7,110
Total $ 12,967

NOTE 10 — COMMITMENTS AND CONTINGENCIES

From time to time, the Company and its subsidiaries are subject to legal proceedings, claims and litigation arising in
the ordinary course of business, the outcome of which, in the opinion of management, would not have a material
adverse effect on the Company. The Company evaluates such matters on a case by case basis, and vigorously contests
any such legal proceedings or claims which the Company believes are without merit.

The Company is required to file federal and state tax returns in the United States and various other tax returns in
foreign jurisdictions. The preparation of these tax returns requires the Company to interpret the applicable tax laws
and regulations in effect in such jurisdictions, which could affect the amount of tax paid by the Company. The
Company, in consultation with its tax advisors, bases its tax returns on interpretations that are believed to be
reasonable under the circumstances. The tax returns, however, are subject to routine reviews by the various taxing
authorities in the jurisdictions in which the Company files its returns. As part of these reviews, a taxing authority may
disagree with respect to the interpretations the Company used to calculate its tax liability and therefore require the
Company to pay additional taxes.

The Company accrues an amount for its estimate of probable additional income tax liability in accordance with the
provisions of FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes—An Interpretation of FASB
Statement No. 109” (“FIN 48”). Under FIN 48, the impact of an uncertain income tax position on the income tax return
must be recognized at the largest amount that is more-likely-than-not to be sustained upon audit by the relevant tax
authority. An uncertain income tax position will not be recognized if it has less than 50% likelihood of being
sustained.

In evaluating the exposure associated with various tax filing positions, exclusive of accounting for income taxes, the
Company accrues charges for probable and estimable exposures. At November 30, 2008, the Company believes it has
accrued for probable and estimable exposures. As of November 30, 2008 and August 31, 2008, the Company had
recorded within other accrued expenses a total of $2.4 million and $2.5 million, respectively, for various non-income
tax related contingencies.
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See Note 15-Unconsolidated Affiliates for a description of additional capital contributions that may be required in
connection with joint ventures to develop commercial centers adjacent to PriceSmart warehouse clubs in Panama and

Costa Rica.
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PRICESMART, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
NOTE 11 — SHORT-TERM BORROWINGS AND LONG-TERM DEBT

As of November 30, 2008 and August 31, 2008, the Company, together with its majority or wholly owned
subsidiaries, had $4.9 million and $3.5 million, respectively, outstanding in short-term borrowings, at
weighted-average interest rates of 9.4% and 8.8%, respectively, which are secured by certain assets of the Company
and its subsidiaries and are guaranteed by the Company up to its respective ownership percentage. Each of the
facilities expires during the year and is normally renewed. As of November 30, 2008 and August 31, 2008, the
Company had approximately $3.3 million and $5.8 million available on these facilities, respectively. Additionally,
the Company has bank credit agreements for up to $18.1 million, which can be used as lines of credit or to issue
letters of credit. As of November 30, 2008, lines and letters of credit totaling approximately $5.0 million were
outstanding under these facilities, leaving availability of approximately $13.1 million.

As of November 30, 2008 and August 31, 2008, the Company, together with its majority or wholly owned

subsidiaries, had $25.0 million and $25.8 million, respectively, outstanding in long-term borrowings. Of this amount,

approximately $409,000 relates to a loan from Prico Enterprises (see Note 15- Unconsolidated Affiliates). As of

November 30, 2008 and August 31, 2008, $8.1 million and $8.5 million, respectively, relate to loans that require the

Barbados entity to comply with certain annual financial covenants, which include debt service and leverage ratios.

The Company’s long term debt is collateralized by certain land, building, fixtures, equipment and shares of each
respective subsidiary and guaranteed by the Company up to its respective ownership percentage during the term of the

debt. The carrying amount of the non-cash assets assigned as collateral for long-term debt was $31.0 million and

$32.2 million as of November 30, 2008 and August 31, 2008, respectively.

NOTE 12 — INTEREST RATE SWAPS

On November 20, 2008, the Company entered into an interest rate swap agreement with the Royal Bank of Trinidad &
Tobago LTD ("RBTT") for a notional amount of $8.9 million. This swap agreement was entered into in order to fix
the interest rate of a $9.0 million loan. The loan has a variable interest rate of one year LIBOR plus a margin of
2.75%. Under the swap agreement, the Company will pay a fixed rate of 7.05% for a term of approximately five years
(until September 26, 2013). The notional amount of $8.9 million is scheduled to amortize to $4.5 million over the term
of the swap. The LIBOR reset dates for the $9.0 million of term loan debt and the notional amount of $8.9 million on
the interest rate swap are effective annually on August 26. As the interest rate swap is fixed at 7.05%, the difference
between the actual floating rate (one year LIBOR plus margin of 2.75%) and the fixed rate of 7.05% applied against
the notional amount of the swap each month is paid to or received from RBTT.

On February 13, 2008, the Company entered into an interest rate swap agreement with Citibank N.A. for a notional
amount of $4.5 million. This swap agreement was entered into in order to fix the interest rate on a $4.5 million loan
obtained in Barbados dollars. The loan has a variable interest rate of LIBOR plus a margin of 1.5%. Under the swap
agreement, the Company will pay a fixed rate of 5.22% for a term of approximately five years (until May 15, 2013).
The notional amount of $4.5 million is scheduled to amortize to $2.25 million over the term of the swap. The LIBOR
reset dates for the $4.5 million of term loan debt and the notional amount of $4.5 million on the interest rate swap are
effective semi-annually on November 15 and May 15. As the interest rate swap is fixed at 5.22%, the difference
between the actual floating rate (six month LIBOR plus margin of 1.5%) and the fixed rate of 5.22% applied against
the notional amount of the swap semi-annually is paid to or received from Citibank N.A.
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PRICESMART, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

As of November 30, 2008 the receive-variable/pay-fixed interest rate swaps are designated as effective hedges. The
fair value recorded in accumulated other comprehensive loss was approximately ($578,000), and the net interest
settlement payments due to RBTT and Citibank N.A. were $1,000 and $2,000 respectively. The fair value of these
interest rate swaps have been measured in accordance with Level 1 observable inputs (quoted prices in active markets)
and as of November 30, 2008, are as follows (in thousands):

Notional
Amount  Fair Value
as of as of

Floating Rate Payer (Swap November November
Counterparty) 30, 2