





 Among the external law firms used one recommended by SC was headed by Mr. Jesus
Huitron. These were small law firms as big corporate firms would not be easy to handle
or even accept the assignments.

« Law firms would issue receipts for legal fees with codes to confirm which accounting
entry was being covered.

e The comptroller Eduardo Juarez received on a monthly basis an extract prepared by SC
of the individual sites expenditures and the accounting codes. Two additional copies in
closed envelopes were delivered to Javier del Rio one of which was labeled to be
delivered to the President.

b) Teotihuacan Site:

During 2002 and 2003, and given the pressure to open new sites, the State of Mexico

was confirmed as a strategic area of growth.

s« The main problem in this State had to do with zoning licenses and how those could
impact the ability to open new sites.

« At the instructions of Javier del Rio, and given that a periodic global review was
underway at the State level, SC and an outside firm arranged for the State plans to
specifically foresee changes of zoning in those places were a new site was envisioned to
be opened.

» The purpose was to have areas qualified from the beginning to avoid having to apply for
zoning changes that would be costly and time consuming.

* One of such sites that were adjusted was placed in the area near the Teotihuacén
pyramids to open a Bodega Aurrera.

« With the zoning state license in place, negotiations to conclude a Lease Agreement with
the owner were conducted.

¢« The Municipal operating permits were complicated because in this particular area in
addition to the Major, the Municipal Council and the neighbors also participate in the
decision.

« To secure the approval from the Municipal Council and with the active reporting at that
time to José Luis Rodriguez, Mex$1,250,000.00 were delivered to 7 of the 11 Municipal
County members.

+ The neighbors were convinced without any contribution, but just accepting to perform
some local community works.

» The National Institute of Anthropology and History (INAH) asked for an official donation
of Mex$400.000.00, but the INAH's President received an irregular payment of
Mex$150,000.00 to give approval for the corresponding construction site given its
proximity to the archeological site.

» The construction was underway when in August 2004 the Municipal President alerted
the company about the problems with some public/street market representatives. The
problem exploited because these groups were under estimated.

« While the noise generated by those groups faded with time, the potential of that problem

gaining strength again is there.

¢) Chamapa Distribution Center:

« Again in this case the instructions to secure the electricity supply required at the site (in
spite of limitations for prior applicants) was given by Javier del Rio.



In the monthly telephone conference calls to a US committee reference were made to
the power supply problem but never any concrete data of what solutions were being
considered.

A US-Mexico Committee was assigned to follow-up on the construction of this very
important distribution site.

Given the lack of availability of power supply Mex$1,500,000.00 were paid to obtain the
required capacity from the power supply company (Luz y Fuerza del Centro).

The payments were divided in 2 in order to try to ensure that the required supply was
going to be confirmed by the power company. The same method using an external
office was used for the cash deliveries. The company acted in tandem with the law firm
to get everything in place.

The risk still exists that an audit by the power company could reflect the fact that this
was an irregular handling given that other petitions for supply were in existence before.
However, it is unlikely for there to be a problem given the time the agreement has been
in place already.

However, the discrepancy between the power supply contract and the actual receipts is
evident.

d) Sam’s Club at FFCC Hidalgo - Mexico City:

This store was finished in December 2003; it used to be an old Ford factory installation.
The main obstacle in the origin has to do with the urban impact assessment that would
have been required given the expansion of the original plant in an additional 3,500
square meters.

This site is located in the Gustavo A. Madero Delegation.

When it was determined that it would take several months to go through the permiting
process and given the proximity of the start date, several options to try to speed up the
process were analyzed.

Once it was determined to start construction, during such process the final solution
agreed upon with government officials was to substitute in the central records of the
Delegation the original map of the Ford facility so that the expansion area would be
indicated as if originally existing at the site. Pursuing this method effectively resulted in
only applying for a remodeling license for painting and upgrading the facility, but no
material construction taking place.

Javier del Rio authorized these actions with the approval of the Presidency. Eduardo
Castro as the Comptroller was also aware of these issues.

e) General Comments:

The 8 binders that SC has basically cover 150 cases.

Each case is made up of copies of checks, government receipts, legal fees receipts,
authorization signatures and SC's explanation notes.

SC prepared those notes in order to protect him in case of any complaint or investigation
about the destination of the funds used to obtain permits for the opening of sites.

SC only has a few copies of the monthly reports delivered to Senior Management about
all expenses made.

SC's team was not aware at all of these payments as the information was limited to
Senior Management and himself.



+ SC only met with the outside law firms outside of Wal Mart's legal department to prevent
any direct contact with his own team.

s SC has lost contact and does not know the current whereabouts of Mr. Huitron.

» SCis unaware as to how the company is operating currently or how it is solving the time
limitations for new sites’ openings.

¢ Another deficiency that he detected in due course had to do with the fact that properties
that were purchased seldom had any appraisal to validate the value at which the
properties were being acquired. The validation for value was based only on the sites’
ability to produce sales but not on its fair market value. In one such case a site in Leon,
Guanajuato was bought for 9 times the appraised value (because in this State an
appraisal was needed to take title to the land, but was not used at the time of
negotiation).

« The receipts that were issued by the law firms did not necessarily match the specific site
for which the work was performed because they were divided in order not to have large
amounts concentrated in one single site. The receipts did have some marks to match
the accounting code for irregular payments.

« SC does not have any real thoughts about what to do with the existing binders; he fears
they may be used against him. Nonetheless, if asked he may agree to release an
example for our quick review.

e He has mixed filings about how the work was performed before and what justification he
may find in order to find peace of mind about all the irregular payments made at the
time.

« He was concerned at the time and effectively was under a lot of pressure and stress.

« One of such pressures had to do with the fact that government agencies would often
become greedy and start demanding more to get to a solution on the issuance of
permits, situations that often led to the need to provide additional funds.

« Problems of that sort of additional demands were present, for example, at a construction
of a Wal Mart and Sam’s Club site in Villahermosa, Tabasco.

e These types of operating and construction needs are almost exclusive to Wal Mart
because other competitors do not have the volume of sites and opening problems to be
resolved.

» SCis somewhat frustrated about not being able to use his professional experience
because no other company has the needs that Wal Mart does.

s« The approval committee in Mexico never really reported the problems encountered to
the US, as the US was only informed about the selection process and the opening
events.

« A latent problem still exists with groups opposing Wal Mart such as those in the case of
Teotihuacan and Arboledas that openly act against Wal Mart's activities.

s+ SC witnessed how those opposing groups were able to communicate to each other,
even when located in entirely different areas.

+ SC believes that those connections could be made in new sites where groups could joint
together and pose a more significant threat.

e« SC’s opinion is that the real interest from the US Legal Department should not be so
much in what happened before, but how the company may still be operating and how
decisions are made to resolve problems through illegal means.

* * w:

These are the new facts that we have been given in today's interview. | sincerely doubt that
there will be more concrete information coming this way as SC is not really willing to disclose






very aggressive growth goals were set. This translated into the need of having new sites
open in record times.

The basic premise was to make whatever was necessary to obtain the result. This
policy meant having to distribute resources to facilitate resolving any obstacle that may
have existed in obtaining the required governmental authorizations.

In order not to involve the company directly in any type of corruption, a pair of outside
firms were hired so that they would be the ones in charge of making any irregular
payment.

Even though the work was monitored by the legal department, randomly any of the two
firms was selected for purposes of performing the actions with the government agencies
that may be the recipients of possible extraordinary payments.

Goals were obtained in all cases. The schedule was very rigid with demanding times
and in most cases dealing with new sites.

A policy of “the goal justifies the means” that was followed included sponsoring irregular
payments.

One such example was the opening of the Wal Mart Distribution Center outside of
Mexico City in Chamapa, where the necessary electricity supply would have been
normally obtained until 2006 or 2007. Through unorthodox means it was possible to
obtain the required supply stepping ahead of other prior applicants. Currently the
respective Supply Agreement and the receipts showing the effective consumption do not
coincide thus demonstrating the irregular activity.

The costs distribution method was included in a catalogue with codes identifying the
irregular act that would then be purified with such code in the accounting records,
nonetheless linking them to the payments made to external firms. This structure was
recognized by senior management of the company. Even when the President of the
company changed, the instructions were ratified.

In March 2004 a new legal Vice Presidency was created and Mr. José Luis Rodriguez
appointed in that position. This designation was notified one day before to SC, a very
painful event for SC that generated significant anger with respect to the lack of
recognition of his work.

SC had various problems with Mr. Rodriguez, in particular when SC was asked to sign
directly the expense reports, something that SC opposed. Eventually, according to SC
that pressure and other issues led him to leave the company and negotiate his
termination on September 1, 2004.

During all of the time of his performance and the aggressive growth program, SC never
had access to officers in Bentonville. The real studies of the sites were never seen in
the United States but only selected by the Presidency in Mexico and thereafter just
informing the United States of the final results.

“Dirty clothes are washed at home", and therefore the hidden costs were not known
outside of Mexico.

Since September 2004 and up to this date SC has managed to assemble the information
of notes and reports that he had, thus establishing the specific story of the events in
each site as to the payment mechanics and others that resulted in obtaining completion
dates that would have been impossible to attain if conducted under a strict legal basis.
A third law firm that existed was eliminated when apparently it was caught abusing in
handling amounts that were demanded and that were not even making their way to their
final approved destination.

The President, Real Estate Vice President and Audit Vice President knew of the
payment mechanics and even received a detailed schedule of all of the payments
performed.



» SC has copies of the various references for each of the sites, a report made based on
his own personal files.

e SC stated that his interest is for this system and the respective irregular payments to be
known in Bentonville.

» SC claims not to have reported these events previously given the existing pressure at
the company and after his termination given the time that he took in organizing all of the
data that he now has in several binders.

+« He mentioned being available to cooperate to clarify all the facts, as long as he is not
personally involved in anything, neither by referring to him personally, nor by requiring
for him to actively participate in any investigation.

« When he left the company he was angry at the lack of recognition of his work, in addition
to the fact that nobody asked him to stay even after 28 years of work.

» Even though his brother is still in the company the reality is he does not even speak to
him, and in fact is not interested in having any contact with him whatsoever.

» SC's current activities are in the field of home construction as a personal business.

e Even though SC does not deny having had contacts with competing companies for
possible new employments positions, he has never accepted any offer with them as they
have been unattractive. SC mentioned that in his case he would had rather stayed at
Wal Mart than with any of the other competing firms because the mechanics may not be
that different and nonetheless stability and benefits are far better at Wal Mart.

» The catalogue that SC referred to as having some internal accounting codes to
recognize the specific destination of a payment was broken down into the following

items:

= Speed of applications

Elimination of a requirement

Reduction of mitigation work or conditions

Donations in cash without receipt

Street vendors, invaders and holders of properties

Street markets and public markets

Government agencies discretional authority

Verbal authorizations

Influence, control or confidential information of government agencies
Cross-subsidies between projects

»  Follow-up expenses to eliminate fines

= Presidency instructions to speed-up projects in Mexico City

This is the basic information that was given to us by SC in the referred conversation. No
specific new appointment nor any commitment was established other then SC stating that he
remained for the time being satisfied for you to have access to this information and that we
would then proceed as we determine viable. We did not detect on his part any express
statement about wishing to sell the information or receiving any payment. We do not know this
person enough to determine if his real motivation was to take this weight off himself or if he
assumes or pretends to sell somebody this information and transferred to third parties, and
whether that is something we would like to avoid. Evidently our recommendation is never to
yield to any blackmail, it being clear that in no moment SC stated this economic interest during
today’s interview.

With nothing further for the moment, and waiting for your comments, | remain, as always,








