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PART I

Item 1. Business

General

M n

This Form 10-K contains forward-looking statements concerning PriceSmart, Inc.'s (“PriceSmart,” "we," or the
“Company”’) anticipated future revenues and earnings, adequacy of future cash flow, projected warehouse club
openings, the Company's performance relative to competitors and related matters. These forward-looking statements
include, but are not limited to, statements containing the words “expect,” “believe,” “will,” “may,” “should,” “project,
“anticipated,” “scheduled” and like expressions, and the negative thereof. These statements are subject to risks and
uncertainties that could cause actual results to differ materially from the statements, including foreign exchange risks,
political or economic instability of host countries, and competition, as well as those risks described in the Company's
U.S. Securities and Exchange Commission reports, including the risk factors referenced in this Form 10-K. See Part I,
Item 1A “Risk Factors.”

EEINT3

estim:

Our Company

PriceSmart owns and operates U.S.-style membership shopping warehouse clubs in Latin America and the Caribbean
that offer high quality brand name and private label consumer goods at low prices to individuals and businesses. Our
typical no-frills warehouse club-type buildings range in size from 48,000 to 100,000 square feet and are located
primarily in and around the major cities in our markets to take advantage of dense populations and relatively higher
levels of disposable income. During fiscal year 2017, average net sales per warehouse club were approximately $74.6
million. By offering our members high quality merchandise at competitive prices, we seek to reinforce the value of a
PriceSmart membership. We also seek to provide above market and fair wages and benefits to all of our employees as
well as a fair return to our stockholders.

Our warehouse clubs operate in developing markets that historically have had higher growth rates and lower
warehouse club market penetration than the U.S. market. In the countries in which we operate, we do not currently
face direct competition from U.S. membership warehouse club operators. However, we do face competition from
various retail formats such as hypermarkets, supermarkets, cash and carry, home improvement centers, electronic
retailers, specialty stores and traditional wholesale distribution.

The numbers of warehouse clubs in operation as of August 31, 2017 for each country or territory were as follows:



Country/Territory
Colombia

Costa Rica
Panama

Trinidad
Dominican Republic
Guatemala
Honduras

El Salvador
Nicaragua

Aruba

Barbados

U.S. Virgin Islands
Jamaica

Totals
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Number of

Warehouse Clubs

in Operation as of

August 31, 2016
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Actual and

Number of Anticipated
Warehouse
Clubs warehouse
in
Operation club
as of openings
August 31, in fiscal
2017 year 2018

7 —

6 1

5 —

4 —

3 1

3 —

3 —

2 —

2 —

1 —

1 —

1 —

1 —

39 2

We opened a new warehouse club in Chia, Colombia, in September 2016 (fiscal year 2017) that we constructed on
land we acquired in May 2015, bringing the total of warehouse clubs operating in Colombia to seven. In April 2015,
we acquired land in Managua, Nicaragua. We constructed and then opened a warehouse club on this site in
November 2015 of fiscal year 2016, bringing the total number of warehouse clubs operating in Nicaragua to two.

On February 1, 2017, we acquired land in Santa Ana, Costa Rica, upon which we built a new warehouse club. We
opened this new warehouse club on October 5, 2017, fiscal year 2018. This new warehouse club brings the number of
PriceSmart warehouse clubs operating in Costa Rica to seven. In June 2017, we acquired land in Santo Domingo,
Dominican Republic, upon which we are currently building a new warehouse club. We expect to open this new

warehouse club in the spring of 2018. This
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will bring the number of PriceSmart warehouse clubs operating in Dominican Republic to four. We continue to
explore other potential sites for future warehouse clubs in Central America, the Caribbean and Colombia.

Our warehouse clubs and local distribution centers are located in Latin America and the Caribbean, and our corporate
headquarters, U.S. buying operations and regional distribution centers are located primarily in the United States. Our
operating segments are the United States, Central America, the Caribbean and Colombia.

Competitive Strengths

Low Operating Costs. Our format is designed to move merchandise from our suppliers to our members at a lower
expense ratio than our competitors. We focus on achieving efficiencies in product distribution, minimizing the labor
required to stock and display merchandise, limiting non-payroll operating expenses and maintaining low occupancy
costs. For example, we offer a limited number of stock keeping units (SKUs) (approximately 2,500 per warehouse
club) with large pack sizes, which allows us to keep shelves stocked with less labor cost than competitors that offer a
greater number of SKUs. We also have opened distribution centers in certain of our high volume markets to improve
in-stock rates on high volume products. Our focus on driving down operating costs relative to net warehouse club
sales allows us to offer lower prices to our members, which we believe helps generate member loyalty and increased
sales.

Membership. Membership has been a basic operating characteristic in the warehouse club industry beginning over 40
years ago at Price Club, the first warehouse club. Membership fees enable us to operate our business on lower margins
than conventional retail and wholesalers and represent approximately 1.6% of net warehouse club sales. In addition,
membership serves to promote customer loyalty.

Business Members. Our product selection, marketing and general business focus are directed to both business and
retail consumers. Our business members include a broad cross section of businesses such as restaurants, institutions
including schools, and other businesses that purchase products for resale or use in their businesses. These business
members represent a significant source of sales and profit and provide purchasing volume that gives us better prices
from our suppliers.

Innovation. The warehouse club industry surpassed its fortieth anniversary in 2016, since the founding of Price Club
in 1976. The world of merchandising has changed greatly in those 40 years, particularly related to technology, the
worldwide sourcing of products, a growing middle class in developing countries and ever changing consumer
preferences. We have developed know-how to operate effectively in multiple markets, many of which are relatively
small, each with different legal requirements, local buying opportunities, cultural norms, unique distribution and
logistical challenges and member preferences that require a studied mix of local versus imported merchandise. We
believe that fundamental to our future success is our capacity to continue to adapt and innovate to meet the needs of
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our current and future members. We have therefore established an innovation team reporting to a committee of the
Board of Directors that is dedicated to the evaluation and development of technologies with the objective of offering
our members a seamless multi-channel experience, including on-line shopping.

Experienced Management Team. Our Chairman of the Board, Chief Executive Officer and many of our senior
executives and managers have worked in the warehouse club business most, if not all, of their careers. Their
experience and knowledge represent a key strength and competitive advantage for our company.

Growth Strategy

Our Board of Directors has approved a growth strategy that includes the following elements:

Increasing Sales in Current PriceSmart Locations. Our approach for increasing sales at current PriceSmart locations
focuses primarily on expanding or reconfiguring our buildings to add selling space and additional parking in our
higher volume locations; identifying and purchasing the right products at the lowest possible prices to provide value to
our members; and expanding the number of private label products we sell under our Member’s Selection brand.

Adding New Warehouse Clubs in Existing Markets. We operate in 13 countries/territories. All of our country markets
are small in terms of population and gross domestic product (“GDP”’) except Colombia. In our non-Colombia markets,
we plan to add additional warehouse clubs where we believe the markets can support additional clubs. We also plan to
continue to add warehouse clubs in Colombia, which is a large market that we believe can potentially provide
significant expansion opportunities.

Efficient Distribution Center Network. Logistics and distribution efficiencies are an important part of what allows us
to deliver high quality merchandise at low prices to our members. Our warehouse clubs acquire a significant amount
of merchandise internationally, primarily processed through our Miami distribution centers. We then ship the
merchandise either directly to our warehouse clubs or to regional distribution centers located in some of our larger
markets. Our ability to efficiently receive, handle and distribute merchandise to the point where our members put that
merchandise into their shopping carts has a significant impact on our level of operating expenses and ultimately how
low we can price our merchandise. We continue to explore ways to

2




Edgar Filing: PRICESMART INC - Form 10-K

Table of Contents

improve efficiency, reduce costs and ensure a good flow of merchandise to our warehouse clubs. We have added
local and regional distribution centers in several of our markets to improve merchandise flow and in-stock conditions
and reduce operating costs, the benefit of which can be passed on to our members in the form of lower merchandise
prices. These locations are generally leased, and the addition of new locations or expansion of current capacity will
not require significant investment. Additionally, in January 2017 we purchased a distribution center in Medley,
Miami-Dade County, Florida, into which we transferred our Miami dry distribution center activities from a leased
facility during the third quarter of fiscal year 2017. This new distribution facility will increase our ability to
efficiently receive, handle and distribute merchandise. Our distribution centers are currently contributing to
efficiencies in buying and product handling, and we expect our in-country distribution centers to continue to expand
their range of operations to increase PriceSmart sales and to lower operating expenses.

New Markets. We are focused on efforts to expand in Colombia, a market where our membership concept has proven
to be well-received and holds significant potential to grow our business, while we continually evaluate potential
opportunities for future expansion into new markets in South America.

On-line Shopping and Other Services. We believe that there is significant opportunity to increase sales and profits
with our current and future members through increasing online shopping opportunities; providing home and business
product delivery; and offering additional products and services not currently available to our members. These
capabilities are currently under development.

Our Membership Policy

We offer three types of memberships: Business, Diamond and, in Costa Rica and Panama, Platinum memberships.
Businesses qualify for Business membership. We promote Business membership through our marketing programs and
by offering certain merchandise targeted primarily to businesses such as restaurants, hotels, convenience stores,
offices and institutions. Business members pay an annual membership fee of approximately the equivalent of $30 for a
primary and secondary membership card and approximately $10 for additional add-on membership cards.

The Diamond membership is targeted at individuals and families. The annual fee for a Diamond membership in most
markets is approximately $35 (entitling members to two cards). We increased the fee in June 2012 from
approximately $30. In Colombia, the Diamond membership fee has been 65,000 (COP) (including VAT) since our
initial entrance into the Colombian market. The Colombian peso (COP) was trading at approximately 2,000 COP to
$1.00 US dollar at that time. More recently, the Colombian peso has been trading at approximately 3,000 COP to
$1.00 US dollar, so that the converted membership price in U.S. dollars decreased from approximately U.S. $30 to
approximately U.S. $20. In February 2017, we raised the membership fee in Colombia to 75,000 COP, moving the
converted membership price to approximately U.S. $25.

10
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The Company began offering Platinum memberships in Costa Rica during fiscal year 2013, which provides members
with a 2% rebate on most items, up to an annual maximum of $500.00. Platinum members can apply this rebate to
future purchases at the warehouse club at the end of the annual membership period. The Company records this 2%
rebate as a reduction of revenue at the time of the sales transaction. Accordingly, the Company has reduced
warehouse sales and has accrued a liability within other accrued expenses. The rebate is issued annually to Platinum
members on March 1 and expires August 31. Any rebate amount not redeemed by August 31 is recognized as
breakage revenue. In September of fiscal year 2018, we expanded this membership offering to our Panama market
and plan on adding the Platinum membership level in the Dominican Republic over the next few months. We are
considering expanding Platinum membership to other PriceSmart markets and may do so during fiscal year 2018.

We recognize membership income over the 12-month term of the membership. Deferred membership income is
presented separately on the consolidated balance sheet and totaled $22.1 million and $20.9 million as of August 31,
2017 and August 31, 2016, respectively. Our membership agreements provide that our members may cancel their
membership and may receive a refund of the prorated share of their remaining membership fee if they so request.

Our Intellectual Property Rights

It is our policy to obtain appropriate proprietary rights protection for trademarks by filing applications for registration
of eligible trademarks with the U.S. Patent and Trademark Office and in certain foreign countries. We rely on
copyright and trade secret laws to protect our proprietary rights. We attempt to protect our trade secrets and other
proprietary information through agreements with our employees, consultants and suppliers and other similar measures.
There can be no assurance, however, that we will be successful in protecting our proprietary rights. While
management believes that our trademarks, copyrights and other proprietary know-how have significant value,
changing technology and the competitive marketplace make our future success dependent principally upon our
employees’ technical competence and creative skills for continuing innovation.

11
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Our Competition

Our international merchandising business competes with a wide range of international, regional, national and local
retailers, and traditional wholesale distributors. Our industry is highly competitive, based on factors such as price,
merchandise quality and selection, warehouse location and member service. Some of our competitors may have
greater resources, buying power and name recognition. In the countries in which we operate, we do not currently face
direct competition from U.S. membership warehouse club operators. However, we do face competition from various
retail formats such as hypermarkets, supermarkets, cash and carry, home improvement centers, electronic retailers and
specialty stores, including those within Latin America that are owned and operated by large U.S. and international
retailers, including Wal-Mart Stores, Inc. in Central America and Grupo Exito and Cencosud in Colombia. We have
competed effectively in these markets in the past and expect to continue to do so in the future due to the unique nature
of the membership warehouse club format. We have noted that certain retailers are making investments in upgrading
their locations within our markets. These actions may result in increased competition within our markets. Further, it
is possible that additional U.S. warehouse club operators may decide to enter our markets and compete more directly
with us in a similar warehouse club format.

Our Employees

As of August 31, 2017, we had a total of 7,903 employees. Approximately 95% of our employees were employed
outside of the United States, and approximately 1,105 employees are represented by unions. Our policy is to provide
employees with good wages relative to the competition in the markets in which they work and to provide good
benefits which often exceed the legal requirements for countries in which we do business. We believe that investing
in our employees, treating them as partners in our business and providing opportunities for career advancement lead to
long-serving, loyal employees, which in turn creates efficiencies in operations and results in better service to our
members. We consider our employee relations to be very good.

Seasonality and Quarterly Fluctuations

Historically, our merchandising businesses have experienced holiday retail seasonality in our markets. In addition,
fluctuations in our comparable store net sales, operating income and net income occur as a result of a variety of factors
in our markets. These factors, include but are not limited to:

shifts in the timing of certain holidays, especially Easter;
the timing of new store openings;

the net sales contributed by new stores;

changes in our merchandise mix;

12
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changes in the currency exchange rates that affect the cost of U.S.-sourced products, which may make these
products more or less expensive in local currencies and therefore more or less affordable;

- weather; and

- competition.

Because of such fluctuations, the results of operations of any quarter are not indicative of the results that may be
achieved for a full fiscal year or any future quarter. In addition, there can be no assurance that our future results will
be consistent with past results or the projections of securities analysts.

Working Capital Practices

Information about our working capital practices is disclosed in Item 7 “Management’s Discussion and Analysis of
Financial Condition and Results of Operations--Liquidity and Capital Resources.”

Financial Information about Segments and Geographic Areas

Financial information about segments and geographic areas is incorporated herein within Part II, Item 7 “Management’s
Discussion and Analysis of Financial Condition and Results of Operations--Net Warehouse Club Sales by Segments”
and Part II, Item 8 “Financial Statements and Supplementary Data Segment: Notes to Financial Statements, Note
15-Segments.”

Other Information

PriceSmart, Inc. was incorporated in the State of Delaware in 1994. Our principal executive offices are located at
9740 Scranton Road, San Diego, California 92121. Our telephone number is (858) 404-8800. Our website home
page on the Internet is www.pricesmart.com. We make our website content available for information purposes
only. It should not be relied upon for investment purposes, nor is it incorporated by reference into this Form 10-K.

13
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Available Information

The PriceSmart, Inc. website or internet address is www.pricesmart.com. On this website we make available, free of
charge, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and any
amendments to those reports, and the annual report to the stockholders as soon as reasonably practicable after
electronically filing such material with or furnishing it to the U.S. Securities and Exchange Commission (SEC). Our
SEC reports can be accessed through the investor relations section of our website under “SEC Filings.” All of our filings
with the SEC may also be obtained at the SEC’s Public Reference Room at Room 1580, 100 F Street NE, Washington,
DC 20549. For information regarding the operation of the SEC’s Public Reference Room, please contact the SEC at
1-800-SEC-0330. Additionally, the SEC maintains an internet site that contains reports, proxy and information
statements and other information regarding issuers that file electronically with the SEC at www.sec.gov. We will
make available our annual report on Form 10-K and our annual Proxy Statement for the fiscal year 2017 at the internet
address http://materials.proxyvote.com/741511 as soon as reasonably practicable after electronically filing such
material with or furnishing it to the SEC.

Item 1A. Risk Factors

In evaluating the Company’s business, you should consider the following discussion of risk factors, in addition to other
information contained in this report and in the Company’s other public filings with the U.S. Securities and Exchange
Commission. Any such risks could materially and adversely affect our business, financial condition, results of
operations, cash flow and prospects. However, the risks described below or incorporated by reference herein are not
the only risks facing us. Additional risks and uncertainties not currently known to us or those we currently view to be
immaterial may also materially and adversely affect our business, financial condition, results of operations, cash flow
and prospects.

Our financial performance is dependent on international operations, which exposes us to various risks.

Our international operations account for nearly all of our total revenues. Our financial performance is subject to risks
inherent in operating and expanding our international membership warehouse club business, which include:

changes in, and inconsistent enforcement of laws and regulations, including those related to tariffs and taxes;
the imposition of foreign and domestic governmental controls, including expropriation risks;

natural disasters;

trade restrictions, including import-export quotas and general restrictions on importation;

limitations on foreign investment;

difficulty and costs associated with international sales and the administration of an international merchandising
business;

14
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- crime and security concerns, which can adversely affect the economies of the countries in which we operate and
which require us to incur additional costs to provide additional security at our warehouse clubs;
product registration, permitting and regulatory compliance;
volatility in foreign currency exchange rates;
general political as well as economic and business conditions; and
interruption of our supply chain.

Circumstances relating to these risks may arise, which may then result in disruption to our sales, banking transactions,
operations, merchandise shipments, and currency exchange rates, any of which could have a material adverse effect
on our business and results of operations.

Any failure by us to manage our widely dispersed operations could adversely affect our business.

As of August 31, 2017, the Company had 39 warehouse clubs in operation, located in 12 countries and one U.S.
territory (seven in Colombia; six in Costa Rica; five in Panama; four in Trinidad; three each in Guatemala, Honduras,
and in the Dominican Republic; two in El Salvador and Nicaragua; and one each in Aruba, Barbados, Jamaica, and the
United States Virgin Islands). We will need to continually evaluate the adequacy of our existing infrastructure,
systems and procedures, financial controls, inventory controls and safety controls and make upgrades from time to
time. Moreover, we will be required to continually analyze the sufficiency of our inventory distribution channels and
systems and may require additional or expanded facilities in order to support our operations. We may not adequately
anticipate all the changing demands that will be imposed on these systems. Any inability to effectively update our
internal systems or procedures as required could have a material adverse effect on our business, financial condition
and results of operations.

15
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We face significant competition.

Our international warehouse club business competes with exporters, importers, wholesalers, local retailers and trading
companies in various international markets. Some of our competitors have greater resources, buying power and name
recognition than we have.

In the countries in which we operate, we do not currently face direct competition from U.S. membership warehouse
club operators. However, we do face competition from various retail formats such as hypermarkets, supermarkets,
cash and carry, home improvement centers, electronic retailers and specialty stores, including those within Latin
America that are owned and operated by large U.S. and international retailers, including Wal-Mart Stores, Inc. in
Central America and Grupo Exito and Cencosud in Colombia. We have noted that certain retailers are making
investments in upgrading their locations which may result in increased competition. Further, it is possible that current
U.S. warehouse club operators may decide to enter our markets and compete more directly with us in a similar
warehouse club format. Our ability to operate profitably in our markets, particularly small markets, may be adversely
affected by the existence or entry of competing warehouse clubs or discount retailers.

We also face competition from on-line retailers who serve our markets, and we expect that this type of competition
will grow and intensify in the future.

We compete in a variety of ways, including the prices at which we sell our merchandise, merchandise selection and
availability, services offered to customers, location, store hours and the shopping convenience and overall shopping
experience we offer. We may be required to implement price reductions to remain competitive if any of our
competitors reduce prices in any of our markets. In response to the increasing threat associated with on-line retailers,
we are making technology investments which may result in increases in the use of cash and reduced profitability in the
near term.

Future sales growth depends, in part, on our ability to successfully open new warehouse clubs and grow sales in our
existing locations.

Sales growth at the existing warehouse clubs can be impacted by, among other things, the physical limitations of the
warehouse clubs, which restrict the amount of merchandise that can be safely stored and displayed in the warehouse
clubs and the number of members that can be accommodated during business hours. As a result, sales growth will
depend, in part, upon our acquiring suitable sites for additional warehouse clubs. Land for purchase or lease, or
buildings to be leased, in the size and locations in those markets that would be suitable for new PriceSmart warehouse
clubs may be limited in number or not be available or financially feasible. In this regard, we compete with other
retailers and businesses for suitable locations. Additionally, local land use, environmental and other regulations
restricting the construction and operation of our warehouse clubs may impact our ability to find suitable locations, and
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increase the cost of constructing, leasing and operating our warehouse clubs. We have experienced these limitations in
Colombia and in some of our other existing markets, which has negatively affected our growth rates in those markets.
Limitations on the availability of appropriate sites for new warehouse clubs in the areas targeted by us could have a
material adverse effect on the future growth of PriceSmart.

In some cases, we have more than one warehouse club in a single metropolitan area, and we may open new warehouse
clubs in certain areas where we already have warehouse clubs. A new warehouse club in an area already served by
existing warehouse clubs may draw members away from existing warehouse clubs and adversely affect comparable
warehouse club sales performance. We experienced this adverse effect on comparable sales for existing warehouse
clubs recently within our Costa Rica and Honduras markets when we opened one new warehouse club in each of these
markets in areas that already had an existing warehouse club.

We operate in comparatively small markets. Given the growth of our sales over the past few years, market saturation
could impact the rate of future sales growth.

We might open warehouse clubs in new markets in the future. The risks associated with entering a new market include
potential difficulties in attracting members due to a lack of familiarity with us and our lack of familiarity with local
member preferences. In addition, entry into new markets may bring us into competition with new competitors or with
existing competitors with a large, established market presence. As a result, our new warehouse clubs might not be
successful in new markets.

We might not identify in a timely manner or effectively respond to changes in consumer preferences for merchandise,
which could adversely affect our relationship with members, demand for our products and market share.

Our success depends, in part, on our ability to identify and respond to trends in demographics and changes in
consumer preferences for merchandise. It is difficult to consistently and successfully predict the products and services
our members will demand. Failure to timely identify or respond effectively to changing consumer tastes, preferences
or spending patterns could adversely affect our relationship with our members, the demand for our products and our
market share. If we are not successful at predicting sales trends and adjusting purchases accordingly, we might have
too much or too little inventory of certain products.

6
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If we buy too much of a product, we might be required to reduce prices or otherwise liquidate the excess inventory,
which could have an adverse effect on margins (net sales less merchandise costs) and operating income. If we do not
have sufficient quantities of a popular product, we might lose sales and profits we otherwise could have made.

Although we offer limited online shopping to our members in certain markets, our sales could be adversely affected if
one or more major international online retailers were to enter our markets or if other competitors were to offer a
superior online experience.

Online sales currently represent a small fraction of the total sales in our markets of the types of merchandise we offer,
but online shopping may become more prevalent in our markets as we and our competitors begin to offer more
opportunities for online shopping and as delivery systems in our markets improve. While major international online
retailers have not established a significant penetration in any of our markets, it is possible that they or smaller regional
companies will increase the penetration of online shopping in our markets. We continue to invest in our websites and
systems with the long-term objective of offering our members a seamless multichannel experience. If we do not
successfully develop and maintain a relevant multichannel experience for our members, our ability to compete and our
results of operations could be adversely affected.

Failure to grow our e-commerce business through the integration of physical and digital retail or otherwise, and the
cost of our increasing e-commerce investments, may materially adversely affect our market position, net sales and
financial performance.

The retail business is quickly evolving and consumers are increasingly embracing shopping online and through mobile
commerce applications. As a result, the portion of total consumer expenditures with all retailers and wholesale clubs
occurring online and through mobile commerce applications is increasing and the pace of this increase could
accelerate. We are increasing our investments in e-commerce, technology and other customer initiatives. The success
of our ecommerce initiative will depend in large measure on our ability to build and deliver a seamless shopping
experience across the physical and digital retail channels. If we fail to successfully implement our ecommerce
initiative, our market position, net sales and financial performance could be adversely affected. In addition, a greater
concentration of e-commerce sales could result in a reduction in the amount of traffic in our warehouse clubs, which
would, in turn, reduce the opportunities for cross-store or cross-club sales of merchandise that such traffic creates and
could reduce our sales within our clubs and materially adversely affect the financial performance of the physical retail
side of our operations. In addition, the cost of certain e-commerce and technology investments will adversely impact
our financial performance in the short-term and may adversely impact our financial performance over the longer term.

Our profitability is vulnerable to cost increases.
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Future increases in costs such as the cost of merchandise, wage and benefits costs, shipping rates, freight costs, fuel
costs, utilities and other store occupancy costs may reduce our profitability. We seek to adjust our product sales
pricing, operate more efficiently, and increase our comparable store net sales to offset currency rate changes, changes
in tax rates or in the methods used to calculate or collect taxes on our sales or income, inflation and other factors that
can increase costs. We might not be able to adjust prices, operate more efficiently or increase our comparable store net
sales in the future to a great enough extent to offset increased costs. Please see Item 7, “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” of this Form 10-K for further discussion of the effect of
currency rate changes, inflation and other economic factors on our operations.

We face difficulties in the shipment of, and risks inherent in the importation of, merchandise to our warehouse clubs.

Our warehouse clubs typically import nearly half or more of the merchandise that they sell. This merchandise
originates from various countries and is transported over long distances, typically over water, which results in:

- substantial lead times needed between the procurement and delivery of product, thus complicating merchandising
and inventory control methods;
the possible loss of product due to theft or potential damage to, or destruction of, ships or containers delivering
goods;
product markdowns due to the prohibitive cost of returning merchandise upon importation;
product registration, tariffs, customs and shipping regulation issues in the locations we ship to and from;
ocean freight and duty costs; and
possible governmental restrictions on the importation of merchandise.

Moreover, each country in which we operate has different governmental rules and regulations regarding the
importation of foreign products. Changes to the rules and regulations governing the importation of merchandise may
result in additional delays, costs or barriers in our deliveries of products to our warehouse clubs or may affect the type
of products we select to

7
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import. In addition, only a limited number of transportation companies service our regions. The inability or failure of
one or more key transportation companies to provide transportation services to us, any collusion among the
transportation companies regarding shipping prices or terms, changes in the regulations that govern shipping tariffs or
the importation of products, or any other disruption to our ability to import our merchandise could have a material
adverse effect on our business and results of operations.

We are exposed to weather and other natural disaster risks that might not be adequately compensated by insurance.

Our operations are subject to volatile weather conditions and natural disasters, such as earthquakes and hurricanes,
which are encountered periodically in the regions in which our warehouse clubs are located. Natural disasters could
result in many days of lost sales at our warehouse clubs or adversely affect our distribution chain. For example,
operations at our USVI warehouse club have been adversely affected by Hurricanes Irma and Maria. The warehouse
club was closed for nine days, and after re-opening, the warehouse club operated with limited hours for 16 days due to
a government-imposed curfew. Damaged and destroyed roads continue to restrict traffic flow, adversely affecting
customer access. Losses from business interruption may not be adequately compensated by insurance and could have
a material adverse effect on our business, financial condition and results of operations.

Negative economic conditions could adversely impact our business in various respects.

A slowdown in the economies of one or more of the countries in which we operate or adverse changes in economic
conditions affecting discretionary consumer spending, such as employment rates, business conditions, inflation, fuel
and energy costs, consumer debt levels, availability of credit, interest rates, tax rates and consumer spending patterns
in each of our foreign markets, could adversely affect consumer demand for the products we sell, change the mix of
products we sell to one with a lower average gross margin, cause a slowdown in discretionary purchases of goods,
adversely affect our net sales and result in slower inventory turnover and greater markdowns of inventory, or
otherwise materially adversely affect our operating results. Factors such as declining expatriate remittances, reduced
tourism and less foreign investment also could negatively impact the economies of Latin America and the Caribbean.
A significant decline in the economies of the countries in which our warehouse clubs are located may lead to
increased governmental ownership or regulation of the economy, higher interest rates and increased barriers to entry
such as higher tariffs and taxes. The economic factors that affect our operations also may adversely affect the
operations of our suppliers, which can result in an increase in the cost to us of the goods we sell to our customers or,
in more extreme cases, in certain suppliers not producing goods in the volume typically available to us for sale.

Our failure to maintain our brand and reputation could adversely affect our results of operations.
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Our success depends on our ability to continue to preserve and enhance our brand and reputation. Damage to the
PriceSmart brand could adversely impact warehouse club sales, diminish member trust, reduce member renewal rates
and impair our ability to add new members. A failure to maintain and enhance our reputation also could lead to loss
of new opportunities or employee retention and recruiting difficulties. Negative incidents, such as a data breach or
product recall, can quickly erode trust and confidence, particularly if they result in adverse mainstream publicity,
governmental investigations or litigation. In particular, the propagation of negative publicity on social media, whether
merited or not, can have a damaging effect on our business in one or more markets. In addition, we sell many products
under our private label Member’s Selection brand. If we do not maintain consistent product quality of our Member’s
Selection products, which generally carry higher margins than national brand products carried in our warehouse clubs,
our net warehouse sales and gross margin results could be adversely affected and member loyalty could be harmed.

We face the risk of exposure to product liability claims, a product recall and adverse publicity.

We market and distribute products purchased from third-party suppliers and products prepared by us for resale,
including meat, dairy and other food products, which exposes us to the risk of product liability claims, a product recall
and adverse publicity. We may inadvertently redistribute food products or prepare food products that are
contaminated, which may result in illness, injury or death if the contaminants are not eliminated by processing at the
food service or consumer level. We generally seek contractual indemnification and proof of insurance from our major
suppliers and carry product liability insurance for all products sold to our members by us. However, if we do not have
adequate insurance or contractual indemnification available, product liability claims relating to products that are
contaminated or otherwise harmful could have a material adverse effect on our ability to successfully market our
products and on our financial condition and results of operations. In addition, even if a product liability claim is not
successful or is not fully pursued, the negative publicity surrounding a product recall or any assertion that our products
caused illness or injury could have a material adverse effect on our reputation with existing and potential members
and on our business, financial condition and results of operations.

21



Edgar Filing: PRICESMART INC - Form 10-K

Table of Contents

We are subject to risks associated with possible changes in our relationships with third parties with which we do
business, as well as the performance of such third parties.

We have important ongoing relationships with various third-party suppliers of services and merchandise. These
include, but are not limited to, local and regional merchandise suppliers, information technology suppliers, warehouse
facilities and equipment suppliers, financial institutions, credit card issuers and processors, and lessors. Significant
changes in the relationships or the agreements that govern the terms through which business is conducted could
adversely affect our ability to purchase merchandise in sufficient quantities and at competitive prices, which could
have a material adverse effect on our business, financial condition and results of operation. We have no assurances of
continued supply, pricing or access to new merchandise, and any supplier could at any time change the terms upon
which it sells to us or discontinue selling to us. One of our significant suppliers operates a warehouse club business
and may in the future seek to compete with us in some of our markets. In addition, the manner in which we acquire
merchandise, either directly from the supplier’s parent company or through a local subsidiary or distributor, is subject
to change from time to time based on changes initiated by the supplier and for reasons beyond our control. Significant
changes or disruptions in how we acquire merchandise from these suppliers could negatively affect our access to such
merchandise, as well as the cost of merchandise to us and hence our members, which could have a material adverse
effect on our business and results of operations.

Additionally, our suppliers are subject to risks, including labor disputes, union organizing activities, financial
liquidity, inclement weather, natural disasters, supply constraints, regulatory compliance with local and international
agencies and general economic and political conditions that could limit their ability to timely provide us with
acceptable merchandise, which could adversely affect our business. Furthermore, one or more of our suppliers might
fail to comply with appropriate production, labor, environmental and other practices, as well as quality control, legal
or regulatory standards. We might not identify any such deficiencies, which could lead to litigation and recalls,
damage our reputation and our brands, increase our costs, and otherwise adversely impact our business.

We could be subject to additional tax liabilities or subject to reserves on the recoverability of tax receivables.

We compute our income tax based on enacted tax rates in the countries in which we operate. As the tax rates vary
among countries, a change in earnings attributable to the various jurisdictions in which we operate could result in an
unfavorable change in our overall taxes. Changes in tax laws, increases in the enacted tax rates, adverse outcomes in
connection with tax audits in any jurisdiction, including transfer pricing disputes, or any change in the
pronouncements relating to accounting for income taxes could have a material adverse effect on our financial
condition and results of operations. In some countries, there have been changes in the method of computing minimum
tax prepayments and there are no clear rules that allow the Company to obtain refunds or to offset prepayments that
are substantially in excess of the actual computed tax liability. Additionally, in one country the government alleges
that there is not a clearly defined process in the laws and regulations to allow the tax authorities to refund Value
Added Tax (“VAT”) receivables. We, together with our tax and legal advisers, are currently appealing these
interpretations in court. If we do not prevail on our appeal, we may be required to establish a valuation reserve against
these VAT receivables and take an accompanying charge, which would adversely affect our financial condition and
results of operation.
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We 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 us to interpret the applicable tax laws and regulations in effect in such
jurisdictions, which affects the amount of tax paid by us. We, in consultation with our tax advisors, base our tax
returns on interpretations that we believe to be reasonable under the prevailing circumstances. The tax returns,
however, are subject to routine reviews by the various taxing authorities in the jurisdictions in which we file our
returns. As part of these reviews, a taxing authority may disagree with respect to the interpretations we used to
calculate our tax liability and therefore require us to pay additional taxes.

We face the possibility of operational interruptions related to union work stoppages.

We currently have labor unions at our distribution center in Miami, FL and in three of our subsidiaries (Trinidad,
Barbados, and Panama). A work stoppage or other limitation on operations from union or other labor-related matters
could occur for any number of reasons, including as a result of disputes under existing collective bargaining
agreements with labor unions or in connection with negotiation of new collective bargaining agreements. A lengthy
work stoppage or significant limitation on operations could have a substantial adverse effect on our financial condition
and results of operations. For example, a work stoppage at our Miami distribution facility could affect our ability to
supply adequate inventories of U.S. goods to our warehouse clubs, and work stoppages at one or more clubs would
adversely affect sales by the affected warehouse club or clubs.

We are subject to volatility in foreign currency exchange rates and limits on our ability to convert foreign currencies
into U.S. dollars.

As of August 31, 2017, we had a total of 39 warehouse clubs operating in 12 foreign countries and one U.S. territory,
31 of which operate under currencies other than the U.S. dollar. For fiscal year 2017, approximately 77% of our net
warehouse club

9
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sales were in foreign currencies. We may enter into additional foreign countries in the future or open additional
locations in existing countries, which may increase the percentage of net warehouse sales denominated in foreign
currencies.

Our consolidated financial statements are denominated in U.S. dollars, and to prepare those financial statements we
must translate the amounts of the assets, liabilities, net sales, other revenues and expenses of our operations outside of
the U.S. from foreign currencies into U.S. dollars using exchange rates for the current period. As a result of such
translations, fluctuations in currency exchange rates from period-to-period may result in our consolidated financial
statements reflecting significant adverse period-over-period changes in our financial performance or reflecting a
period-over-period improvement in our financial performance that is not as robust as it would be without such
fluctuations in the currency exchange rates.

In addition, devaluing foreign local currencies compared to the U.S. dollar could negatively impact the purchasing
power of our members for imported merchandise in those countries. Merchandise imported into our markets are
generally purchased by the Company in U.S. dollars and priced and sold in the local currency of that country. If the
local currency devalues against the U.S. dollar, the prices for those products in the local currency will

increase. Depending on the severity of the devaluation and corresponding price increase (as experienced in Colombia
in 2015) the demand for, and sales of, those products could be negatively impacted.

Finally, the ability of the Company to convert local currency into U.S. dollars to settle U.S, dollar invoices can be
impacted in certain markets due to economic factors or government policies creating illiquidity of the local

currency. This was the case in Trinidad at the end of 2016 which led us to reduce shipments from the U.S. to Trinidad
to amounts that our Trinidad subsidiary could pay for using the amount of tradeable currency that could be sourced in
that market, resulting in lost sales.

Volatility and uncertainty regarding the currencies and economic conditions in the countries where we operate could
have a material impact on our operations in future periods.

We face compliance risks related to our international operations.

In the United States and within the international markets where we operate, there are multiple laws and regulations
that relate to our business and operations. These laws and regulations are subject to change, and any failure by us to
effectively manage our operations and reporting obligations as required by the various laws and regulations can result
in our incurring significant legal costs and fines as well as disruptions to our business and operations. Such failure
could also result in investors’ loss of confidence in us, which could have a material adverse effect on our stock price.
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In foreign countries in which we have operations, a risk exists that our employees, contractors or agents could, in
contravention of our policies, engage in business practices prohibited by U.S. laws and regulations applicable to us,
such as the Foreign Corrupt Practices Act and the laws and regulations of other countries. We maintain policies
prohibiting such business practices and have in place global anti-corruption compliance programs designed to ensure
compliance with these laws and regulations. Nevertheless, we remain subject to the risk that one or more of our
employees, contractors or agents, including those based in or from countries where practices that violate such U.S.
laws and regulations or the laws and regulations of other countries may be customary, will engage in business
practices that are prohibited by our policies, circumvent our compliance programs and, by doing so, violate such laws
and regulations. Any such violations, even if prohibited by our internal policies, could adversely affect our business or
financial performance.

We rely extensively on computer systems to process transactions, summarize results and manage our business. Failure
to adequately maintain our systems and disruptions in our systems could harm our business and adversely affect our
results of operations.

Given the number of individual transactions we have each year, we seek to maintain uninterrupted operation of our
business-critical computer systems. Our computer systems, including back-up systems, are subject to damage or
interruption from power outages, computer and telecommunications failures, computer viruses, internal or external
security breaches, catastrophic events such as fires, earthquakes, tornadoes and hurricanes, and errors by our
employees. If our computer systems and back-up systems are damaged or cease to function properly, we may have to
make significant investments to fix or replace them, and we may suffer interruptions in our operations in the interim.
Any material interruption in our computer systems could have a material adverse effect on our business or results of
operations.

From time to time, we make technology investments to improve or replace our information processes and systems that
are key to managing our business. The risk of system disruption is increased when system changes are undertaken.
Targeting the wrong opportunities, failing to make the best investments or making an investment commitment
significantly above or below our needs could result in the loss of our competitive position and adversely impact our
financial condition and results of operations. Additionally, the potential problems and interruptions associated with
implementing technology initiatives could disrupt or reduce
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the efficiency of our operations in the short term. These initiatives might not provide the anticipated benefits or may
provide them on a delayed schedule or at a higher cost.

We may experience difficulties implementing our new global enterprise resource planning system.

We are engaged in the selection of a new global enterprise resource planning system (ERP). ERP systems are
designed to accurately maintain a company’s books and records and provide information important to the operation of
the business to the management team. Implementation of the new ERP, which will take several years, will require
significant investment of human and financial resources. In implementing the ERP, we may experience significant
delays, increased costs and other difficulties. Any significant disruption or deficiency in the design and
implementation of the ERP could adversely affect our ability to operate our business.

Any failure by us to maintain the security of the information that we hold relating to our company, members,
employees and vendors, whether as a result of cybersecurity attacks on our information systems, failure of internal
controls, employee negligence or malfeasance or otherwise, could damage our reputation with members, employees,
vendors and others, could disrupt our operations, could cause us to incur substantial additional costs and to become
subject to litigation and could materially adversely affect our operating results.

We receive and store in our digital information systems certain personal information about our members, and we
receive and store personal information concerning our employees and vendors. We also utilize third-party service
providers for a variety of reasons, including, without limitation, cloud services, back-office support, and other
functions. In addition, our online operations and our websites in certain of our foreign markets depend upon the secure
transmission of confidential information over public networks, including information permitting cashless payments.
Each year, computer hackers, cyber terrorists, and others make numerous attempts to access the information stored in
companies’ information systems.

We or our third-party service providers may be unable to anticipate one or more of the rapidly evolving and
increasingly sophisticated means by which computer hackers, cyber terrorists and others may attempt to defeat our
security measures or those of our third-party service providers and breach our or our third party service providers'
information systems. Cyber threats are rapidly evolving and are becoming increasingly sophisticated. As cyber threats
evolve and become more difficult to detect and successfully defend against, one or more cyber threats might defeat
our security measures or those of our third-party service providers in the future and obtain the personal information of
members, employees and vendors that we hold or to which our third-party service providers have access, and we or
our third-party service providers may not discover any security breach and loss of information for a significant period
of time after the security breach occurs. We or one of our third-party service providers also may be subject to a

26



Edgar Filing: PRICESMART INC - Form 10-K

ransomware or cyber-extortion attack, which could significantly disrupt our operations. In the enterprise context,
ransomware attacks involve restricting access to computer systems or vital data until a ransom is paid. Associate error
or malfeasance, faulty password management or other irregularities may result in a defeat of our or our third-party
service providers’ security measures and breach our or our third-party service providers’ information systems (whether
digital or otherwise).

Any breach of our security measures or those of our third-party service providers and loss of our confidential
information, which could be undetected for a period of time, or any failure by us to comply with applicable privacy
and information security laws and regulations, could cause us to incur significant costs to protect any members whose
personal data was compromised and to restore member confidence in us and to make changes to our information
systems and administrative processes to address security issues and compliance with applicable laws and regulations.

In addition, such events could materially adversely affect our reputation with our members, employees, vendors and
stockholders, as well as our operations, results of operations, financial condition and liquidity, could result in the
release to the public of confidential information about our operations and financial condition and performance and
could result in litigation against us or the imposition of penalties or liabilities. Moreover, a security breach could
require us to devote significant management resources to address the problems created by the security breach and to
expend significant additional resources to upgrade further the security measures that we employ to guard such
important personal information against cyberattacks and other attempts to access such information, resulting in a
disruption of our operations.

We are subject to payment related risks.

We rely on third parties to provide payment transaction processing services, including the processing of credit and
debit cards and the processing of payments to vendors. Our business could be disrupted if these companies become
unwilling or unable to provide these services to us. Additionally, failures or disruptions in data communication and
transfer services could significantly impact our ability to transact payments to vendors and process credit and debit
card transactions. We are also subject to payment card association rules and network operating rules, including data
security rules, certification requirements and rules
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governing electronic funds transfers, which could change over time. If we fail to comply with these rules or
transaction processing requirements, we may not be able to accept certain payment methods. In addition, if our
internal systems are breached or compromised, we may be liable for banks’ compromised card re-issuance costs, we
may be subject to fines and higher transaction fees and lose our ability to accept credit and/or debit card payments
from our members, and our business and operating results could be adversely affected.

Failure to attract and retain qualified employees, increases in wage and benefit costs, changes in laws and other labor
issues could materially adversely affect our financial performance.

Our success depends to a significant degree on the continued contributions of members of our senior management and
other key operations, merchandising and administrative personnel, and the loss of any such persons could have a
material adverse effect on our business. We must develop and retain a growing number of qualified employees, while
controlling related labor costs and maintaining our core values. We compete with other retail and non-retail businesses
for these employees and invest significant resources in training and motivating them. There is no assurance that we
will be able to adequately develop, retain and attract highly qualified employees in the future, or to replace retiring
key executives which could have a material adverse effect on our business, financial condition and results of
operations. We do not maintain key man insurance.

Changes in accounting standards and assumptions, projections, estimates and judgments by management related to
complex accounting matters could significantly affect our financial condition and results of operations.

Generally accepted accounting principles and related accounting pronouncements, implementation guidelines and
interpretations with regard to a wide range of matters that are relevant to our business are highly complex and involve
many subjective assumptions, projections, estimates and judgments by our management. These include, but are not
limited to assumptions, projections, estimates and judgements related to contingencies and litigation, income taxes,
value added taxes, and long-lived assets. Changes in these rules or their interpretation or changes in underlying
assumptions, projections, estimates or judgments by our management could significantly change our reported or
expected financial performance.

A few of our stockholders own approximately 25.3% of our voting stock as of August 31, 2017, which may make it
difficult to complete some corporate transactions without their support and may impede a change in control.

Robert E. Price, the Company’s Chairman of the Board, and affiliates of Mr. Price, including Price Charities, Price
Philanthropies, The Price Group, LLC, The Robert & Allison Price Charitable Remainder Trust and various other
trusts, collectively beneficially own approximately 25.3% of our outstanding shares of common stock. Of this amount,
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approximately 14.4% is held by charitable entities. As a result of their beneficial ownership, these stockholders have
the ability to significantly affect the outcome of all matters submitted to our stockholders for approval, including the
election of directors. In addition, this ownership could discourage the acquisition of our common stock by potential
investors and could have an anti-takeover effect, possibly depressing the trading price of our common stock.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

At August 31, 2017, PriceSmart operated 39 membership warehouse clubs, as detailed below:

Own land Lease land
Location and building and/or building
COLOMBIA SEGMENT
Colombia(1) 6 1
CENTRAL AMERICA SEGMENT
Panama 4 1
Guatemala 1 2
Costa Rica 6 —
El Salvador 2 —
Honduras 2 1
Nicaragua(2) 2 —
CARIBBEAN SEGMENT
Dominican Republic 3 —
Aruba — 1
Barbados 1 —
Trinidad 3 1
U.S. Virgin Islands — 1
Jamaica 1 —
Total 31 8

(1) We constructed a new warehouse club on land acquired in May 2015 in Chia, Colombia that opened in September
2016, fiscal year 2017, bringing the total of warehouse clubs operating in Colombia to seven as of September 2016.
The Company continues to explore other potential sites for future warehouse clubs in other major cities in
Colombia.
2 In April 2015, we acquired land in Managua, Nicaragua. We constructed and then opened a warehouse club on this
site in November 2015. This brought the number of PriceSmart warehouse clubs operating in Nicaragua to two.

Although we have entered into real estate leases in the past and will likely do so in the future, our preference is to own
rather than lease real estate. We lease land and in some cases land and buildings when sites within market areas are
not available to purchase. The term on these leases generally run for 20 to 30 years and contain options to renew from
5 to 20 years. As current leases expire, we believe that we will be able to obtain lease renewals, if desired, for present
store locations, or to obtain leases for equivalent or better locations in the same general area. As of August 31,

2017, the Company’s warehouse club buildings occupied a total of approximately 2,925,731 square feet, of which
522,131 square feet were on leased property.
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The following is a summary of other leased facilities as of August 31, 2017:

Lease land
Location Facility Type and/or building
COLOMBIA SEGMENT
Bogota, Colombia Central Offices 1
CENTRAL AMERICA SEGMENT
Panama Central Offices 1
Guatemala Member Parking 1
Costa Rica Construction and Real Estate Development Offices 1
Costa Rica Storage and Distribution Facility 1
El Salvador Employee Parking 1
CARIBBEAN SEGMENT
Barbados Storage Facility 1
Chaguanas, Trinidad Employee Parking 1
Chaguanas, Trinidad Container Parking 1
Trinidad Storage and Distribution Facility 1
Jamaica Storage Facility 1
Santo Domingo, Dominican Republic ~ Central Offices 1
U.S. SEGMENT
San Diego, CA Corporate Headquarters 1
Miami, FL Dry Distribution Facility 1
Miami, FL Cold Distribution Facility 1
Total 15

We lease non-warehouse club facilities and expect to continue to lease these types of facilities as we expand. Our
leases typically provide for initial lease terms between five and ten years, with options to extend; however, in some
cases we have lease terms over ten years, mainly related to our Corporate Headquarters and Panama Central

Offices. We believe this leasing strategy for non-warehouse clubs enhances our flexibility to pursue various
expansion opportunities resulting from changing market conditions. As current leases expire, we believe that we will
be able to obtain lease renewals, if desired, for these present locations, or to obtain leases for equivalent or better
locations in the same general area.

In January 2017, we purchased a distribution center in Medley, Miami-Dade County, Florida. We transferred our
Miami dry distribution center activities that were previously in a leased facility to the new facility, during the third
quarter of fiscal year 2017. Some portions of the vacated space have been subleased (and subsequently returned to the
landlord) while the remainder remains available for sublease. We believe that the purchase of this distribution center
will enable us to increase our ability to efficiently receive, handle and distribute merchandise.
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The following is a summary of the warehouse clubs and Company facilities located on leased property as

of August 31, 2017:

Location

Salitre, Colombia
Via Brazil, Panama

Miraflores, Guatemala

Pradera, Guatemala

Tegucigalpa, Honduras

Oranjestad, Aruba

Port of Spain, Trinidad

St. Thomas, U.S.V.1.
Barbados

Chaguanas, Trinidad
Chaguanas, Trinidad

Jamaica

Santo Domingo,
Dominican Republic

Bogota, Colombia

San Diego, CA (1)
Miami, FL(2)

Miami, FL
Panama

Costa Rica
Costa Rica (3)
Panama

Trinidad(4)
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Facility Type
Warehouse Club

Warehouse Club

Warehouse Club

Warehouse Club
Warehouse Club
Warehouse Club

Warehouse Club
Warehouse Club
Storage Facility

Employee Parking
Container Parking
Storage and
Distribution Facility

Central Offices

Central Offices

Corporate Headquarters
Dry Distribution Facility

Cold Distribution
Facility

Central Offices

Storage and
Distribution Facility

Distribution Facility and

Parking Lot
Distribution Facility

Storage and
Distribution Facility

Date Opened
October 29,
2014
December 4,
1997

April 8, 1999

May 29, 2001
May 31, 2000
March 23, 2001
December 5,
2001

May 4, 2001
December 1,
2012

May 1, 2009
April 1, 2010
September 1,
2012

June 1, 2010

October 21,
2010

April 1, 2004
March 1, 2008

August 1, 2016

November 4,
2014
January 28,
2013

March 26, 2018

August 14,
2017
August 18,
2014

Approximate
Square
Footage

98,566
68,696

68,977

48,438
64,735
64,627

54,046
54,046
12,517

4,944
65,340

17,000
2,002

9,707

45,826
206,041

100,295
17,975
37,674
233,794
4,874

17,110

Current Lease
Expiration Date

January 29, 2044

October 31, 2026

December 31,
2020

May 28, 2021
May 30, 2020
March 23, 2021

July 5, 2031

February 28, 2020
November 30,
2025

April 30, 2024
March 31, 2025

July 14, 2019

January 14, 2021

December 31,
2017
May 31, 2026
July 31, 2021
December 31,
2027
December 12,
2028

January 27, 2019
March 25, 2038
August 13, 2020

August 17, 2017

Remaining
Option(s)
to Extend

20 years
10 years

5 years

none
none
10 years

none
10 years
3 years

none
none

2 years
5 years

none

5 years
none

none
15 years
3 years
10 years
2 years

none
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() October 31, 2016, the contract to sub-lease 2,799 square feet of space to a third party expired. The Company has
since occupied all 2,799 square feet of space as an expansion to its Corporate Headquarters and included the
additional square feet in the table above.

2 In January 2017, we purchased a distribution center in Medley, Miami-Dade County, Florida. We transferred our
Miami dry distribution center activities that were previously in a leased facility to the new facility during the third
quarter of fiscal year 2017. Some portions of the vacated space have been subleased (and subsequently returned to
the landlord) while the remainder remains available for sublease.

() In June 2017, the Company executed a contract to acquire 233,794 square feet of space for a domestic distribution
center and parking lot. Delivery date is expected to be March 26, 2018 and June 26, 2018, respectively.

@ Although the Company’s lease agreement for the Trinidad storage and distribution facility expired on August 17,
2017, the Company continues to occupy the space as an agreement for a one year renewal has been reached with
the landlord, pending execution of the contract. The Company has also included this one year lease as part of the
minimum lease commitments.

Item 3. Legal Proceedings

We are often involved in claims arising in the ordinary course of business seeking monetary damages and other relief.
Based upon information currently available to us, none of these claims is expected to have a material adverse effect on
our business, financial condition or results of operations.
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Item 4. Mine Safety Disclosures

Not applicable.

PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity

Securities

The Company's common stock has been quoted and traded on the NASDAQ Global Select Market under the symbol
“PSMT” since September 2, 1997. As of October 18, 2017, there were approximately 23,510 holders of record of the

common stock.

Dates
From To
2017 FISCAL QUARTERS
First Quarter 9/1/2016  11/30/2016  $ 92.40 $ 80.35
Second Quarter 12/1/2016  2/29/2017
Third Quarter 3/1/2017

Stock Price
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