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Cost-U-Less (CULS) is a warehouse retailer, similar to Costco, but on a smaller scale 
(about 1/3 the size) and located on island locations like Hawaii and the U.S. Virgin 
Islands. CULS has a total of eleven stores which predominately carry U.S. branded 
goods.  
 
I believe shares of CULS are dirt cheap and will show some valuations later. CULS was 
so cheap that it was engaged in discussions with ASSI, an investment group, to acquire 
the company. Those talks ended this past fall, probably as a result of management 
requiring a higher purchase price. My guess is that since the company IPOed at $7 a 
share back in 1998, that an offer of $2.50 or so was too cheap. I must not be the only one 
thinking shares are worth more than what they are currently trading for.  
 
The company recently announced a 13.8% increase in same store sales comps for its Q4 
ended 12/28/03. There are two main reasons behind the strong results. First, the 
company’s Guam store re-opened this past October after being closed for nearly a year as 
a result of the Supertyphoon Pongsona. Second, as a result of the economy improving, 
CULS has seen its business pick-up as well, with more people vacationing. 
 
A window of opportunity exists for those willing to invest in CULS. The company is set 
to announce Q4/YE results on February 26th, which should be a blow-out quarter given 
the sales were $50.5 million, up 11% from a year ago and up 19% from Q3. Expenses are 
relatively flat quarter-to-quarter so to model what Q4 may look like is not too difficult 
(see attached spreadsheet with earnings model).  
 
CULS earned $0.22 per share for the nine-months ended September 28th, and should 
easily earn $0.18 per share for Q4, although I think they could do $0.20-$0.25. At a 
minimum, CULS should earn $0.40 per share for fiscal 2003, leaving shares trade for 8x 
earnings. CULS looks cheap based on other valuations. Here are some: 
Price-to-sales: 0.07x 
EV/EBITDA: 3.2x (assuming $0.20 per share in Q4) 
EV/Revenues: 0.8x 
 
Using an EV/EBITDA ratio of 5x, which is still highly conservative, I believe CULS is 
worth $5.50-$6 per share.  
 
 

-Adam P. Lowensteiner 
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CULS
Q3 Act. Q4 Est.

9/28/2003 12/31/2003
Sales 42,258    50,500     
COGS 34,498    41,410     
GP 7,760      18.4% 9,090       18.0%

Operating Expenses
Store 5,426      12.8% 5,500       10.9%
G&A 1,568      3.7% 1,700       3.4%
Store Openings 160        160          
Total Op. Exp. 7,154      7,360       

Op. Inc. 606        1.4% 1,730       3.4%

Other Inc/Exp.
Interest (114)       (114)         
Other (11)         (11)           
EBT 481        1,605       

Taxes 200        642          40.0%
NI 281        963          

EPS 0.08$      0.26$       
Shares Out 3,703      3,703       

 
 
 
 
 
 
 
DISCLAIMER 
 
Although MicrocapReport.com (“Microcap Report”) has taken all reasonable care that the information contained in this web site (the “Site”), and 
Microcap Report’s newsletter (the “Newsletter”) is accurate at the time of publication, we cannot guarantee that the data presented on the Site and in the 
Newsletter will be 100% accurate. AS SUCH, THE INFORMATION IN THE SITE AND NEWSLETTER IS PROVIDED "AS IS" WITH NO 
REPRESENTATIONS OR WARRANTIES OF ANY KIND, EITHER EXPRESSED OR IMPLIED, INCLUDING, BUT NOT LIMITED THE 
IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, TITLE AND NON-INFRINGEMENT. 
Opinions and any other contents at the Site and Newsletter are subject to change without notice. Microcap Report is not utilizing the Site or Newsletter to 
provide investment advice to you or any other party, and no information or material at the Site or in the Newsletter is to be solely relied upon for the 
purpose of making or communicating investment or other decisions. Past performance is not necessarily a guide to future performance. Please consult 
your investment advisor before making any investment decision. Microcap Report, its affiliates, its suppliers, and its sponsors shall not be responsible or 
liable for any damages whatsoever including, without limitation, direct, indirect, incidental, consequential, special, exemplary, punitive or other damages 
resulting from lost profits, lost data, or business interruption under any contract, warranty, tort, strict liability or other theory arising out of or relating in 
any way to the Newsletter, the Site or from the use or inability to use the web site, web site content, material, site-related services contained within the 
web site. Your sole remedy for dissatisfaction with the Newsletter or Site, site-related services, and material contained within the Site or Newsletter is to 
stop using the Site, the Newsletter and Microcap Report’s services. 
 
TRADEMARKS 
APL Microcap Research LLC owns and maintains the Site. APL Microcap Research LLC, MicrocapReport.com and their logos are trademarks and 
service marks. Nothing at the Site or within the Newsletter shall be construed to grant or give any license or right to use any image, trademark, service 
mark or logo. No act of downloading or otherwise copying from the Site or Newsletter shall transfer title to any material therein to anybody. APL 
Microcap Research LLC reserves all rights with respect to copyright and trademark ownership of the Site and Newsletter and any part thereof and will 
enforce such rights fully as permitted by applicable law.  
 
POTENTIAL CONFLICTS 
APL Microcap Research LLC may own stocks we present opinions on. Employees of MicrocapReport.com and any affiliates, money management clients 
of affiliates, or related persons thereof, may have long or short investment positions in any company mentioned on the Site or in the Newsletter, and 
changes in positions may occur before investment opinions are published on the Site or in the Newsletter. 
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