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¥eu-One should consider carefully the risks and uncertainties described below together with the other information included in
this Annual Report on Form 10- K, including without limitation ett-, the Company’ s consolidated financial statements and
related notes thereto and “Item 7. Management’ s Discussion and Analysis of Financial Condition and Results of Operations-
Critical Accounting Policies 2-. The occurrence of any of the following risks could materially adversely affect eur-the
Company’ s business, financial condition, results of operations, cash flows and future prospects, which could in turn materially
affect the price of eur-the Company’ s common stock. Risks Related to ©ur-the Company’ s Operations and Strategy [f we are
unable to successfully implement our business strategy, our business, financial condition, results of operations and cash flows
could be adversely affected. We-have-tndertaken-The Company undertook a comprehensive strategic and operational review
to improve the-its performance of ewr-its business and create long- term value. We-This review resulted in, among other
things, narrowed business priorities and initiatives aimed at improving core performance in key are-areas . The
Company is currently making and expeet-expects to continue to make significant investments to improve eut-its business. [f we
ate-the Company is unable to implement enwr-initiatives efficiently and effectively, etr-the Company’ s business, financial
condition, results of operations and cash flows could be adversely affected. We-The Company could also be adversely affected
if s’ve-have-it has not appropriately prioritized and balanced ewrits initiatives or if we-are-the Company is unable to effectively
manage change throughout eurthe organization. Implementing strategic initiatives could disrupt or reduce the efficiency of e
the Company’ s operations and may not provide the anticipated benefits, or may provide them on a delayed schedule or at a
higher cost. These risks increase when significant changes are undertaken and when multiple projects with interdependencies
and shared human resources are pursued simultaneously. Restructuring our operations is a significant undertaking and
introduces risk to the continuity and results of the Company' s operations. In November 2024, the Company announced
a plan to restructure its operations to improve profitability and growth potential and streamline the Company' s
operations. This plan is supplemental to other ongoing initiatives to simplify the Company' s business and improve
profitable growth and entails, among other items, certain store and independent location closures as well as headcount
reductions and organizational design changes to align the Company’ s workforce to the expected needs of the Company'
s business. The Company is also pursuing efficiencies in procurement, pricing and professional and outside services, in
addition to operational efficiencies. These measures are subject to known and unknown risks and uncertainties,
including whether the Company has targeted the appropriate areas for its cost- saving efforts and at the appropriate
scale, the Company' s ability to successfully execute the restructuring plan and achieve the cost- savings anticipated
while minimally disrupting our operations and whether, if required in the future, the Company will be able to
appropriately target any additional areas for its cost- saving efforts. The Company expects to incur restructuring
charges and undertake other exit- related activities as a result of such initiatives. For example, execution of the
Company’ s plan is expected to result in the termination of certain leases, leading to exits of certain properties over time
and the incurrence of expenses, including but not limited to impairment charges and contingent obligations, which could
be material. The terms, scope and timing of any additional changes to our lease obligations, as well as any other effects
on our landlord relationships or reputation with other real estate owners, are uncertain. As a result of the restructuring
plan, the Company currently expects to incur approximately $ 875 million to $ 960 million in total charges, which is
estimated to include $ 275 million to $ 310 million of cash charges and $ 600 million to $ 650 million of non- cash charges,
primarily as a result of closure sites and the reduction in workforce. The Company’ s expectations for charges to be
incurred and cash to be expended in connection with the restructuring activities are based on a number of assumptions,
and the Company may experience unanticipated consequences, such as higher than anticipated lease termination and
facility closure costs, asset impairment or other unforeseen expenses related to the restructuring. Implementing any
restructuring plan, including the one the Company has outlined, presents potential risks that may impair our ability to
achieve or sustain anticipated cost reductions or operational improvements. These risks include the potential for
management distraction from ongoing business activities, requirement of capital investment that could otherwise be used
for the operation and growth of the Company’ s existing business, inadequate support of important business functions
due to staffing changes and other cost reduction efforts, delays or inability to achieve targeted efficiencies as a result of
economic, competitive or other factors, failure to maintain adequate controls and procedures while executing our
restructuring plans, disruptions to important business relationships, and damage to our reputation and brand.
Additionally, as a result of restructuring initiatives, the Company may experience a loss of continuity and accumulated
knowledge or increased employee attrition and difficulty attracting and retaining highly skilled employees, which may,
among other things, slow the progress ofour turnaround initiatives or impair the Company’ s ability to maintain and
enhance the Company’ s internal controls and procedures. The implementation of the Company’ s restructuring efforts,
including the potential reduction of the Company’ s facilities and workforce, may not improve our operational and cost
structure or result in greater efficiency of the Company’ s organization; and the Company may not be able to support
sustainable profitable growth following the Company’ s restructuring actions. Failure to achieve or sustain the expected
cost reductions and other benefits related to these restructuring initiatives could have a material adverse effect on the
Company’ s results of operations, financial condition and cash flows. We are exposed to risks associated with ett-potential
divestitures, which may impact our ability to fully realize the anticipated benefits of those transactions. We-The Company



recently sold its aﬁﬂeﬂﬂeed-emﬁﬂte&&erﬁe—e*plere—éyest&ures—e%eﬂ%Worldpac business aﬂd-Ga—rquest—Gaﬂada—bus-mess—rﬂ

Dlvestltures are complex transactions inv olvmo 1nhelent risks, mcludms_ the potentlal f01 dl%tldCthHS of management from the
core remamnm busmess of the Company and the occurrence of events that may 1mpdct our ablllty to fully reallze the antlclpdted

fea-hzed—rflat—&H—I-vae are unable to adequately design, implement , aﬁd-preperl—y—opemte and maintain various mfonnatlon
and technology systems, our ability to conduct est-business could be negatively impacted. We-are-The Company is dependent
on information and technelogy systems to facilitate the day- to- day operations of the business and to produce timely, accurate
and reliable information on financial and operational results. We-are-The company is in the process of designing, implementing
and updating various fermatien-systems. These initiatives will require significant investment of human and financial
resources, and we—the Company may experlence s1s_mhcdnt delays, mcreased costs and other dlﬁlCUltleS with these prOJects

maintenance of these systems could Tead to inaccuracy of ddtd and d1s1upt10n to the Company s business operatlons. In
addition, the Company is utilizing data analytics and piloting the use of advance technological applications to support
various business initiatives. Any inability on our part to properly capture or 1nterpret data may impair our ability to

successfully execute our busmess plans. The opera
aﬁd—eﬁlcdcy of the i

ablllty to grow eufthe Company’ s busmess and if we—a-re—the Company is undble to maintain adequate supply chain capacny
or improve supply chain efficiency, it could adversely affect eur-its business, financial condition ;-and results of operations and
cash flows. ©ur-The Company’ s store inventories are primarily replenished by shipments from eutits network of distribution
centers. We-are-wotkinng The Company’ s strategy to optimize-improve supply chain efficiency includes developing a
network of market hubs to create economies of scale and enhance service levels for our customers distributionrnetworkto
Sﬂppert—sa-}es—grw‘th— 11‘ we—a-re—the Company is undble to maintain adequdte capacny ineurits supply chain network, either-as

v improve the efficiency of eur-its
supply chain, we-through the 1mplementatlon of its market hub strategy or otherw1§e, the Company may experience higher
inventory costs, lower availability, slower delivery speed and ultimately a lower ability to meet consumer product needs and
channel preferences. We-The Company ptan-plans to further invest in its distribution center infrastructure to help ensure
safety, reliability and efficiency across euwt-its operations, which will require capital investments. We-are-The Company is also
working to improve product lifecycle management and address slower- moving inventory in its etrnetwotk—-- network . Our
The Company’ s investments in eut-supply chain may not provide the anticipated benefits, and experiencing sub- optimal
inventory levels, inventory availability or increases ineutits costs could adversely affect its business, financial condition,
results of operations and cash flows. An unstable global economic and geopolitical landscape increases uncertainty about
key areas of doing business internationally and may have a negative impact on our business . The United States has
recently enacted and proposed to enact significant new tariffs. Additionally, the current administration has directed
various federal agencies to further evaluate key aspects of U. S. trade policy and there has been ongoing discussion and
commentary regarding potential significant changes to U. S. trade policies, enforcement priorities, sanctions, treaties and
tariffs. Some of the Company’ s merchandise is imported from various countries, including Canada, China and Mexico,
and newly proposed tariffs and any additional tariffs on products sourced from these or other countries could materially
increase our costs. There continues to exist significant uncertainty about the future economic and political relationship
between the U. S. and other countries. These developments, or the perception that any of them could occur, may have a
material effect on global economic conditions, the stability of global financial markets or global trade, which may in turn
impact product cost, disrupt supply chains or otherwise negatively impact our business , financial condition ;-and results
of eperattons— operation and-eash-flows-. ©ur-The Company’ s reliance on suppliers, 1nclud1ng freight carriers and other third
parties in etr-the Company’ s global supply chain, subjects ss-it to various risks and uncertainties which could adversely affect
eur-its financial results. We-The Company souree-sources the products swe-it settsells from a wide variety of domestic and
international suppliers, and plaee-places significant reliance upon various third parties to transport, store and distribute those
products to etr-the Company’ s distribution centers, stores and customers. ©ur-The Company’ s financial results depend on s
it securing acceptable terms with ewtits suppliers for, among other things, the price of merchandise we-the Company purehase
purchases from them, funding for various forms of promotional programs, payment terms and provisions covering returns and
factory warranties. To varying degrees, eur-the Company’ s suppliers may be able to leverage their competitive advantages- for
example, their scale, financial strength, the strength of their brand with customers, their own stores or online channels or their
relationships with other retailers- to etr-the Company’ s commercial disadvantage. Generally, eur-the Company’ s ability to
negotiate favorable terms with eur-its suppliers is more difficult with suppliers for whom eur-the Company purchases represent
a smaller proportion of their total revenues, consequently impacting eur-the Company’ s profitability from such vendor
relationships. If we-the Company eneounter-encounters any of these issues with ewr-its suppliers, enr-its business, financial
condition, results of operations and cash flows could be adversely impacted. In addition, eurthe Company’ s suppliers,
including those within eur-its global supply chain, are impacted by global conditions that in turn may impact eur-the Company’



s ability to source merchandise at competitive prices or timely supply product at levels adequate to meet consumer demand. For
example, disruptions to the global supply chain resulting from lack of carrier capacity, labor shortages, geopolitical unrest,
changes in foreign trade policies, port congestion and / or closures, amongst other factors, may negatively impact costs,
inventory availability and operating results. If suppliers increase prices charged to #s-the Company for products, including
transportation and distribution, as a result of these or other factors such as tariffs, heightened trade compliance and sanctions
enforcement, inflation or the cost of participating in vendor financing programs, it may negatively impact eur-the Company’ s
results. If we-the Company expertenee-experiences transitions or changeover with any of entits significant vendors, or if they
its vendors experience financial difficulties or are otherwise are-unable to deliver merchandise to #s-the Company on a timely
basis, or at all, we-the Company could have product shortages in eurits stores that could adversely affect customers’
perceptions of us-the Company and cause us-the Company to lose customers and sales. If we-are-the Company is unable to
keep its desired existing store locations or open new locations in desirable places on favorable terms, it could adversely affect
eur-its business, financial condition, results of operations and cash flows. We-The Company began undertaking a
restructuring and asset optimization plan in late 2024, whereby it targeted closing approximately 500 stores and 200
independent locations during 2025. However, it does intend to continue to open expand-the-markets-we-serve-as-part-ofour

sfr&tegy—whteh—may—mehtde—epeﬂmg—new stores er—bf&nehes—ln attractlve markets as iti 1mproves its wel-l—as—exp&nsreﬁ—ef—eﬁf
eﬂl-ine—business —W T SEOW o i

There is uncertalnty about
the proﬁtablhty of newly opened locatlons 1nclud1ng Whether newly opened stores will harm the profitability or comparable
store sales of existing locations. The profitability of newly opened and existing locations’ prefitabihty-will depend on the
competition we-the Company faee-faces as well as eurits ability to properly stock, market and price the products desired by
customers in these-their markets. The actual number and format of any new locations to be opened and the success of eur-the
Company’ s strategy will depend on a number of factors, including, among other things: ¢ the availability of desirable
locations; ¢ the negotiation of acceptable lease or purchase terms for new locations; ¢ the availability of financial resources,
including access to capital at cost- effective interest rates; « eur-the Company’ s ability to expand entits online offerings and
sales; and * enr-the Company’ s ability to manage the expansion and to hire, train and retain qualified team members. We-The
Company eempete-competes with other retailers and businesses for suitable locations for ewrits stores. Local land use and
zoning regulations, environmental regulations and other regulatory requirements may impact eutits ability to find suitable
locations and influence the cost of constructing, renovating and operating euits stores. In addition, real estate, zoning,
construction and other delay% may adversely affect store opemngs and renovatlon% and increase eur-the Company § costs —Fer

sa-les—eppeﬁu:m&es— Further changlng local demographlcs at ex1st1ng store locatlons may adversely affect revenue and
profitability levels at those stores. The early termination or expiration of leases at existing store locations may adversely affect
us-the Company if the renewal terms of those leases are unacceptable to us-it and swe-are-the Company is forced to close or
relocate stores. If we-the Company determine-determines to close or relocate a store subject to a lease, swe-the Company may
remain obligated under the applicable lease for the balance of the lease term. In addition to potentially incurring costs related to
lease obligations, swe-the Company may also incur employee- related severance or other facility closure costs for stores that are
closed or relocated. Omnichannel growth in etr-the Company’ s business is complex and if swe-are-the Company is unable to
successfully maintain a relevant omnichannel experience for eut-its customers, eurits sales and results of operations could be
adversely impacted. Omnichannel and e- commerce retail are competitive and evolving environments. Operating an e-
commerce platform is a complex undertaking and exposes &#s-the Company to risks and difficulties frequently experienced by
internet- based businesses, including risks related to eur-the Company’ s ability to attract and retain customers on a cost-
effective basis and ewrits ability to operate, support, expand and develop eurits internet operations, website, mobile
applications and software and other related operational systems. Enhancing the customer experience through omnichannel
programs such as buy- online- pickup- in- store, new or expanded delivery options, the ability to shop through a mobile
application or other similar programs depends in part on the effectiveness of eur-the Company’ s inventory management
processes and systems, the effectiveness of eur-its merchandising strategy and mix, eutits supply chain and distribution
capabilities, and the timing and effectiveness of ea-its marketing activities, particularly esits promotions. Website or catalog
downtime and other technology disruptions in eutits omnichannel business, including interruptions due to cyber- related issues,
aging informational technology infrastructure or natural disasters, as well as supply and distribution delays and other related
issues may negatively affect enr-the Company’ s operations. [f we-are-the Company is not able to successfully operate or
improve er-its e- commerce platform and omnichannel business, se-the Company may not be able to provide a relevant
shopping experience or improve customer traffic, sales or margins, and etrthe Company’ s reputation, operations, financial
condition, results of operations and cash flows could be materially adversely affected. We-The Company depend-depends on
the services of many qualified executives and other team members, whom #e-the Company may not be able to attract, develop
and retain. ©u+-The Company’ s success, to a significant extent, depends on the continued engagement, services and experience
of enrits executives and other team members. ©ur-The Company’ s ability to attract, develop and retain an adequate number of
qualified team members depends on factors such as employee morale, earthe Company’ s reputation, competition from other
employers, availability of qualified personnel, esrits ability to offer competitive compensation and benefit packages and eur-its
ability to maintain a safe working environment. Failure to recruit or retain qualified team members may impact eurthe
Company’ s ability to serve eutits customers, increase eut-its costs and impair enr-its efficiency and ability to pursue growth
opportunities. Additionally, turnover in executive or other key positions can disrupt progress in implementing business
strategies, result in a loss of institutional knowledge, impair eur-the Company’ s ability to execute, distract other team members



from their key areas of focus or otherwise negatively impact eur-the Company’ s business and results. If the Company is
unable to attract and retain personnel with expertise in the required areas, there may be disruptions in its financial
processes and reporting, For-—- or hlgher llkellhood of control deficnencles ex&mp%e—we—e*peﬂeﬂeed—mmeveﬁn—semef
leadership-positionstrour— or future 4 AVingS mdtendl wea-la&ess—weaknesses

in eﬂ:ﬁnternal control over hmncul reportmg The Company

eeﬁtrel-ever—ﬁ-naﬂetal—fepeﬁmg—\’vle—epefa’ee-operates mna competmve 1db01 market and ﬁfe—has been 1nvest1ng in key roles in

eurits frontline organization, and there is a risk that increases in compensation could have an adverse effect on eur-the
Company’ s profitability. Additionally, government regulated increases to employee hourly wage rates, along with eur-the
Company’ s ability to implement corresponding adjustments within eus-its labor model and wage rates, could have a negative
impact on ewrits profitability. Approximately 1. 3-5 % of eur-the Company’ s team members are represented by unions. [f
these team members, or if non- union team members, were to engage in a strike, work stoppage, or other slowdown, or if the
terms and conditions in labor agreements were renegotiated, we-the Company could experience a disruption in ett-its
operations and higher ongoing labor costs. We-wetk-diligentt-The Company has established policies and procedures to help
maintain the privacy and security of ewt-its customers, suppliers, and team members , as well as the security and functioning
of its technology ( business information , and-the-funettentng-efour-computer systems, website and other online offerings ) . In
the event of a security breach or other cyber security inetdent-event , swe-the Company could experience adverse operational
effects or interruptions and / or become subject to legal or regulatory proceedings, any of which could result tead-to-damage-to
eurreputationin the-marketplaee-and-substantial costs and damage to its reputation in the marketplace. To date the
Company is not aware that it has experienced a material cyber security incident . The nature of etr-the Company’ s
business requires #s-it to receive, retain and transmit certain persenaty—-- personal tdentifiable-information (PI) about eunt-its
customers, suppliers and team members ;- se-me—Some of whteh—thls PLis eﬂffusfed—te-managed by or shared with third- party
service providers. The Company uses W ; g ding-contractual

provisions and certain third- party risk mdnagement processes 5-to protect such PI pefseﬂaH-y—téeﬁt—rﬁab-}e-r&fexﬁraﬁeﬁ—dnd other
confidential information and to preteetthe-help ensure that technology funetioning-functions remain operational ef-eur

eomputersystens;-website-and-other-entine-offerings-. Despite these efforts, a compromise of ear-the Company’ s data security
systems or those of businesses we-it interaet-interacts with-is possible. This could result in information relatedto-otr

eustomers;-supphersteam-members-er-business-being obtained by unauthorized persons er, adverse operational effects or,
interruptions ;whieh-or other failures that could have a material adverse effect on eur-the Company’ s business, financial
condition, results of operations and cash flows. We-The Company develop-develops , maintainr-maintains and update-updates
processes and systems #-to help reduce the likelihood of an occurrence. Information Security controls effortto-try-to
prevent-this-fromoeeurring,but-these-aetions-are costly and require constant, ongoing attention as technologies change, privacy
and information security regulations change, and efforts to overcome security measures by bad actors continue to become ever
more sophisticated. The Company leverages a risk- based approach to selecting controls to reduce the likelihood of a
failure. The cost of complymg > with stricter and more numerous, complex state dat"l pl‘lV’le laws (such as the (ahfornm
Consumer Privacy Act ;%h 6 S

nformation-sharing-), data collectlon and 1nformat10n security laws and standards eewutd-is also be—ugnlhcmt to us-the
Company . Such laws and standards may-alse-increase etr-the Company’ s responsibility and liability in relation to personal
data that we-it proeess-processes , and we-the Company may be required to put in place additional mechanisms ensuring
compliance with privacy laws and regulations. Additionally, since we-de-the Company does not control ewtits third- party
service providers and eur-its ability to monitor their data security is limited, we-the Company cannot ensure the security

measures they take will be sufficient to protect 6H:Fthe Company s dat"l A—Wealﬂ&ess—er—fai-}uf&efﬂafe&eh—ef—a—&nfd—pafw

as—Despite eufthe Company’ s efforts, euﬂts secur1ty measures may be
breached trthe-fatare-due to a cyber attack, computer malware viruses, exploitation of hardware and software vulnerabilities,
team membe1 error, malfeasance fraudulent inducement (mcludmo so- called “ social englneenng attqcks and phlshlng

that may, subject to policy terms and conditions, cover cert’nn aspects of cyber r1sks such insurance coverage may be

insufficient to cover losses in any particular situation. Any breach, damage to or interference with eur-the Company’ s
equipment er-eut, its network , third- party providers , or unauthorized access the-fatare-could result in significant
operatlonal dlfflcultles 1nc1ud1ng legal and hmncul exposure and dam"lge to 6H:Fthe Company S reputatlon thdt could

integrate future acquisitions into eut-its ex1st1ng opeldtlons or implement joint ventures or othel strategic relatlonshlps 1t could
adversely affect eur-the Company’ s business, financial condition, results of operations and cash flows. We-The Company may
continue to make strategic acquisitions and enter into strategic relationships as an element of eur-its strategy. Acquisitions, joint



ventures and other strategic relationships involve certain risks that could cause eur-the Company’ s growth and profitability to
differ from enits expectations. The success of these acquisitions and relationships depends on a number of factors, including
but not limited to: * eurthe Company’ s ability to continue to identify and acquire suitable targets or strategic partners, or to
acquire additional companies or enter into strategic relationships, at favorable prices and / or with favorable terms; « etrthe
Company’ s ability to obtain the full benefits envisioned by strategic transactions or relationships; ¢ the risk that management’ s
attention may be distracted; * eur-the Company’ s ability to attract and retain key personnel; » etr-the Company’ s ability to
successfully integrate the operations and systems of the acquired companies, and to achieve the strategic, operational, financial
or other anticipated synergies of the acquisition or other transaction or relationship; ¢ the performance of eurthe Company’ s
strategic partners;  significant transaction or integration costs that may not be offset by the synergies or other benefits achieved
in the near term or at all; « additional operational risks, such as those associated with doing business internationally or expanding
operations into new territories, geographies or channels, that may become applicable to #s-the Company ; and * loss
contingencies that we-the Company may assume or become subject to, whether known or unknown, of acquired companies,
which could relate to past, present or future facts, events, circumstances or occurrences. We-are-The Company is dependent on
eur-its suppliers to supply &s-it with products that comply with safety and quality standards at competitive prices. We-are-The
Company is dependent on eur-its vendors continuing to supply #s-it with quality products on payment terms that are favorable
to the Company. The current geopolitical environment, including tariffs, customs and trade and economic sanctions, may
require us to change our supply chain or to source products from different regions, which could come with risks . [f eur
the Company’ s merchandise offerings do not meet ewr-its customers’ expectations regarding safety, innovation and quality, we
the Company could experience lost sales, increased costs and exposure to legal and reputational risk. ©ar+-The Company’ s
suppliers are subject to applicable product safety laws, and swe-are-the Company is dependent on them to ensure that the
products swe-the Company buy-buys comply with all safety and quality standards. We-have-The Company also has established
standards for product safety and quality and workplace standards that we-it require-requires all enits suppliers to meet. We-de
The Company does not condone human trafficking, forced labor, child labor, harassment or abuse of any kind, and we-it expeet
expects eut-its suppliers to operate within these same principles and legal requirements . ©ur-The Company’ s ability to find
qualified suppliers who can supply products in a timely and efficient manner that meet eur-the Company’ s standards , timeline
and other needs can be challenging. Events that give rise to actual, potential or perceived product safety concerns could expose
us-the Company to government enforcement action and private litigation and result in costly product recalls and other
liabilities. Suppliers may also fail to invest adequately in design, production or distribution facilities, may reduce their customer
incentives, advertising and promotional activities or change their pricing policies. To the extent eur-the Company’ s suppliers
are subject to additional government regulation of their product design and / or manufacturing processes, or the imposition of
new tariffs, the cost of the merchandise we-the Company purehase-purchases may rise. In addition, negative customer
perceptions regarding the safety or quality of the products we-the Company sett-sells could cause eut-its customers to seek
alternative sources for their needs, resulting in lost sales. In those circumstances, it may be difficult and costly for us-the
Company to regain the confidence of eur-the Company’ s customers. Because we-are-the Company is involved in litigation
from time to time, and are-is subject to numerous laws and governmental regulations, e-the Company could incur substantial
judgments, fines, legal fees and other costs. We-are-The Company is sometimes the subject of complaints or litigation, which
may include class action litigation from customers, team members or others for various actions. From time to time, we-are-the
company is involved in litigation involving claims related to, among other things, breach of contract, tortious conduct,
employment, discrimination, breach of laws or regulations (including The Americans With Disabilities Act), payment of wages,
exposure to asbestos or potentially hazardous preduet-products , real estate and product defects. The damages sought against &s
the Company in some of these litigation proceedings are substantial. Although we-the company maintain-maintains liability
insurance for some litigation claims, if one or more of the claims were to greatly exceed eur-the Company’ s insurance
coverage limits or if eur-the Company’ s insurance policies do not cover a claim, this could have a material adverse effect on
eur-the Company’ s business, financial condition, results of operations and cash flows. For instance, we-are-the company is
subject to a potential securities class action regarding past public disclosures (See Item 3. Legal Proceedings of this Annual
Report on Form 10- K) and to numerous lawsuits alleging injury as a result of exposure to asbestos- containing products (see
Note +3-14 . Contingencies, of the Notes to the Consolidated Financial Statements included herein). We-are-The Company is
subject to numerous federal, state and local laws and governmental regulations relating to, among other things, environmental
protection, product quality and safety standards, weights and measures, building and zoning requirements, labor and
employment, discrimination, anti- bribery / anti- corruption, false claims, data privacy, income taxes and trade sanctions and
compliance. Compliance with existing and future laws and regulations could increase the cost of doing business and adversely
affect ear-the Company’ s results of operations. If sve-the company faitfails to comply with existing or future laws or
regulations, we-the Company may be subject to governmental or judicial fines or sanctions while incurring substantial legal
fees and costs as well as reputational risk. In addition, ear+the Company’ s capital and operating expenses could increase due to
remediation measures that may be required if swe-are-the Company is found to be noncompliant with any existing or future laws
or regulations. Business interruptions may negatively impact etr-the Company’ s store hours, operability of our computer
systems and the availability and cost of merchandise, which may adversely impact our sales and profitability. Hurricanes,
tornadoes, earthquakes , wildfires or other natural disasters, war or acts of terrorism, civil or geopolitical unrest, public health
issues , epidemics or pandemics or the threat of any of these incidents or others, may have a negative impact on eur-the
Company’ s ability to obtain merchandise to sell in ear-the Company’ s stores, result in certain of ent-stores being closed for an
extended period of time, negatively affect the lives of eurthe Company’ s customers or team members, or otherwise negatively
impact etur-the Company’ s operations. Some of ear-the Company’ s merchandise is imported from other countries. If
imported goods become difficult or impossible to import into the United States due to business interruption (including



regulation of exporting or importing), and if swe-the company cannot obtain such merchandise from other sources at similar
costs and without an adverse delay, eursales and profit margins may be negatively affected. In the event that commercial
transportation, including the global shipping industry, is curtailed or substantially delayed, eutthe business may be adversely
impacted due to as-we-may-have-difficulty receiving merchandise from etr-the Company’ s suppliers and / or transporting it to
our-the Company’ s stores. Terrorist attacks, warfare, geopolitical instability, or uncertainty or insurrection involving any oil
producing country could result in an abrupt increase in the price of crude oil, gasoline and diesel fuel. Such price increases
would increase the cost of doing business for us-the Company and eur-the Company’ s suppliers, and also negatively impact
eur-customers’ disposable income, causing an adverse impact on etr-the Company’ s business, sales, profit margins and results
of operations. We-rety-The Company has extensively—- extensive reliance on earcomputer systems and the systems of ear
business partners to manage data or inventory, process transactions and report results. These systems are subject to damage or
interruption due to various reasons such as power outages, telecommunication failures, computer viruses, security breaches,
malicious cyber attacks and catastrophic events or occasional system breakdowns related to ordinary use or wear and tear. If enr
computer systems or-of these—- the ef Company et or its business partners fail, we-the company may experience loss of
critical data and interruptions or delays in eur-the Company’ s ability to process transactions and manage inventory. Any
significant business interruptions may make it difficult or impossible to continue operations, and any disaster recovery or crisis
management plans we-the Company may employ may not suffice in any particular situation to avoid a significant adverse
impact to eur-the business, financial condition and ewrresults of operations. Risks Related to ©ur-the Company’ s Industry and
the Business Environment If overall demand for the products we-that the Company settsells declines, eur-the Company’ s
business, financial condition, results of operations and cash flows will suffer. Decreased demand could also negatively impact
eur-the Company’ s stock price. Overall demand for products we-the Company settsells depends on many factors and may
decrease due to any number of reasons, including: « a decrease in the total number of vehicles on the road or in the number of
annual miles driven or significant increase in the use of ride sharing services, because fewer vehicles means less maintenance
and repairs, and lower vehicle mileage, which decreases the need for maintenance and repair; ¢ the economy, because as
consumers reduce their discretionary spending by deferring vehicle maintenance or repair, sales may decline and as new car
purchases increase, the number of cars requiring maintenance and repair may decrease; ¢ the weather, because milder weather
conditions may lower the failure rates of automobile parts while extended periods of rain and winter precipitation may cause eur
the Company’ s customers to defer elective maintenance and repair of their vehicles; additionally, overall climate changes
could create greater variability in weather events, which may result in greater volatility for eur-the Company’ s business, or
lead to other significant weather conditions that could impact eur-the Company’ s business; * the average duration of vehicle
manufacturer warranties and average age of vehicles driven, because newer cars typically require fewer repairs and will be
repaired by the manufacturers’ dealer networks using dealer parts pursuant to warranties (which have gradually increased in
duration and / or mileage expiration over the recent past), while vehicles that are seven years old and older are generally no
longer covered under manufacturers’ warranties and tend to need more maintenance and repair; ¢ an increase in internet- based
retailers, because potentially favorable prices and ease of use of purchasing parts via other websites on the internet may decrease
the need for customers to visit and purchase their aftermarket parts from eur-the Company’ s physical stores and may cause
fewer customers to order aftermarket parts on eur-the Company’ s website; * technological advances, including the rate of
adoption of electric vehicles, hybrid vehicles, ride sharing services, alternative modes of transportation, autonomously driven
vehicles and future legislation related thereto, and the increase in the quality of vehicles manufactured, because vehicles that
need less frequent maintenance or have lower part failure rates will require less frequent repairs using aftermarket parts and, in
the case of electric and hybrid vehicles, do not require or require less frequent oil changes; and ¢ the refusal of vehicle
manufacturers to make available diagnostic, repair and maintenance information to the automotive aftermarket industry that eus
the Company’ s professional and DIY customers require to diagnose, repair and maintain their vehicles, because this may force
consumers to have a majority of diagnostic work, repairs and maintenance performed by the vehicle manufacturers’ dealer
networks. We-The Company may be adversely affected by legal, regulatory or market responses regarding technological
adaptation in the automotive industry. Policy makers in the U. S. may enact legislative or regulatory proposals that would
impose mandatory requirements on greenhouse gas emissions and encourage more rapid adoption of vehicles that minimize
emissions. Such laws, if enacted, are likely to impact eur-the Company’ s business in a number of ways. For example,
significant increases in fuel economy requirements, new federal or state restrictions on emissions of carbon dioxide or new
federal or state incentive programs that may be imposed on vehicles and automobile fuels could adversely affect annual miles
driven, purchases of used vehicles that are likely to have a higher need for maintenance and repair, or the relevancy of the
products swe-the Company set-sells to new vehicles coming into production. We-The Company may not be able to accurately
predict, prepare for and respond to new kinds of technological innovations with respect to electric vehicles and other
technologies that minimize emissions. Additionally, compliance with any new or more stringent laws or regulations, or stricter
interpretations of existing laws, could require additional expenditures by us-er-the Company eut—- or its suppliers. Our-The
Company’ s inability to appropriately respond to such changes, adapt eur-the Company’ s business to meet evolving demands
or innovate to remain competitive could adversely impact eur-the Company’ s business, financial condition, results of
operations or cash flows. If we-are-the Company is unable to compete successfully against other companies in the automotive
aftermarket industry, we-the Company may lose customers and market share and eut-the Company’ s revenues may decline.
The sale of automotive parts, accessories and maintenance items is highly competitive and influenced by a number of factors,
including name recognition, location, price, quality, product availability and customer service. We-The Company eompete
competes in both the professional and DIY categories of the automotive aftermarket industry, primarily with: (i) national and
regional chains of automotive parts stores, (ii) internet- based retailers, (iii) discount stores and mass merchandisers that carry
automotive products, (iv) wholesalers or jobbers stores, including those associated with national parts distributors or



associations, (v) independently owned stores and (vi) automobile dealers that supply parts. These competitors and the level of
competition vary by market. Some of eur-the Company’ s competitors may possess advantages over #s-the Company in certain
markets we-the Company share-shares , including with respect to the level of marketing activities, number of stores, store
locations, store layouts, operating histories, name recognition, established customer bases, vendor relationships , distribution
network, product availability, employee staffing , prices and product warranties. Internet- based retailers may possess cost
advantages over us-the Company due to lower overhead costs, time and travel savings and ability to price competitively. In
order to compete favorably, we-the Company may need to increase availability, change inventory assortment, increase delivery
speeds, incur higher shipping costs or lower prices, any of which could adversely impact etrthe Company’ s financial results.
Consolidation among eutthe Company’ s competitors could enhance their market share and financial position, provide them
with the ability to achieve better purchasing terms and allow them to provide more competitive prices to customers for whom
we-the Company eempete-competes . [n addition, eur-the Company’ s reputation is critical to eur-the Company’ s continued
success. Customers are increasingly shopping, reading reviews and comparing products and prices online. If swe-the Company
fatHfails to maintain high standards for, or receive negative publicity (whether through social media or traditional media
channels) relating to, product safety and quality, as well as enr-the Company’ s integrity and reputation, we-the Company
could lose customers due to ear-competition. The products we-the Company selt-sells are both third- party vendor brands of
eur-vendors-and eur-the Company’ s owned brands. If the perceived quality or value of the brands swe-the Company seH-sells
declines in the perception of ewr-its customers, eur-the Company’ s results of operations could be negatively affected.
Competition may require #s-the Company to reduce eut-its prices below eur-the Company’ s normal selling prices or increase
eur-the Company’ s promotional spending, which could lower eut-the Company’ s revenue and profitability. Competitive
disadvantages may also prevent us-the Company from introducing new product lines, require #s-the Company to discontinue
current product offerings, or change some of eur-the Company’ s current operating strategies. If we-de-the Company does not
have the resources, expertise and consistent execution, or otherwise fail to develop successful strategies, to address these
potential competitive disadvantages, we-the Company may lose customers and market share, etr-the Company’ s revenues and
profit margins may decline and we-the Company may be less profitable or potentially unprofitable. ©wr-The Company’ s
inventory and ability to meet customer expectations may be adversely impacted by factors out of exrthe Company’ s control.
For the portion of enrthe Company’ s inventory manufactured and / or sourced outside the United States, geopolitical changes,
changes in trade regulations or tariff rates, currency fluctuations, work stoppages, labor strikes , unionizing activity , port
delays, shipping disruptions, civil unrest, natural disasters, pandemics and other factors beyond eurthe Company’ s control
may increase the cost of items we-the Company purehase-purchases , lead to lengthy delays in acquiring products or create
shortages that could have a material adverse effect on eur-the Company’ s sales and profitability. In addition, unanticipated
changes in consumer preferences or any unforeseen hurdles in meeting eur-the Company’ s customers’ needs for automotive
products (particularly parts availability) in a timely manner could undermine eur-the Company’ s business strategy.
Deterioration of general macroeconomic conditions, including unemployment, inflation or deflation, rising consumer debt
levels, and / or high fuel and energy costs, could have a negative impact on eurthe Company’ s business, financial condition,
results of operations and cash flows due to impacts on eur-the Company’ s suppliers, customers and operating results. ©ur-The
Company’ s business depends on developing and maintaining close relationships with eut-the Company’ s suppliers and on enr
the Company’ s suppliers’ ability and willingness to sell quality products to us-the Company at favorable prices and terms.
Many factors outside eur-the Company’ s control may harm these relationships and the ability or willingness of these suppliers
to sell #s-the Company products on favorable terms. Such factors include a general decline in the economy and economic
conditions and prolonged recessionary conditions. These events could negatively affect exrthe Company’ s suppliers’
operations and make it difficult for them to obtain the credit lines or loans necessary to finance their operations in the short-
term or long- term and meet eur-the Company’ s product requirements. Financial or operational difficulties that some of enr-the
Company’ s suppliers may face could also increase the cost of the products we-the Company purehase-purchases from them
or etr-the Company’ s ability to source products from them. We-The Company might not be able to pass eut-its increased
costs ente-etur-on to its customers. [f ear-the Company’ s suppliers fail to develop new products, swe-the Company may not be
able to meet the demands of eur-the Company’ s customers and eurresults of operations could be negatively affected. In
addition, the trend towards consolidation among automotive parts suppliers as well as the off- shoring of manufacturing capacity
to foreign countries may disrupt or end ear-the Company’ s relationship with certain suppliers, and could lead to less
competition and result in higher prices. We-The Company could also be negatively impacted by suppliers who might
experience bankruptcies, work stoppages, labor strikes, changes in foreign or domestic trade policies, changes in tariff rates or
other interruptions to or difficulties in the manufacture or supply of the products we purchase from them. Deterioration in
macroeconomic conditions or an increase in fuel costs or proposed or additional tariffs may have a negative impact on etrthe
Company’ s customers’ net worth, financial resources, disposable income or willingness or ability to pay for accessories,
maintenance or repairs for their vehicles, resulting in lower sales. An increase in fuel costs may also reduce the overall number
of miles driven by eur-the Company’ s customers , resulting in fewer parts failures and a reduced need for elective
maintenance. Rising energy prices also directly impact enr-the Company’ s operating and product costs, including eurthe
Company’ s store, supply chain, professional delivery, utility and product acquisition costs. Risks Related to ©Ourthe
Company’ s Common Stock and Financial Condition ©utThe Company’ s level of indebtedness, a downgrade in etr-the
Company’ s credit ratings or a deterioration in global credit markets could limit the cash flow available for operations and
could adversely affect eur-the Company’ s ability to service enr-its debt or obtain additional financing. ©u#r-The Company’ s
level of indebtedness could restrict ear-the Company’ s operations and make it more difficult for ss-it to satisfy eurits debt
obligations. For example, etr-the Company’ s level of indebtedness could, among other things: « affect etr-the Company’ s
liquidity by limiting eur-the Company’ s ability to obtain additional financing for working capital; « limit etr-the Company’ s



ability to obtain financing for capital expenditures and acquisitions or make any available financing more costly; * require us-the
Company to dedicate all or a substantial portion of etr-the Company’ s cash flow to service eur-the Company’ s debt, which
would reduce funds available for other business purposes, such as capital expenditures, dividends or acquisitions; ¢ limit eurthe
Company’ s flexibility in planning for or reacting to changes in the markets in which we-the Company eempete-competes ; °
place us-the Company at a competitive disadvantage relative to eur-the Company’ s competitors who may have less
indebtedness; ¢ render #s-the Company more vulnerable to general adverse economic and industry conditions; and * make it
more difficult for us-the Company to satisfy eur-the Company’ s financial obligations. The indentures governing eur-the
Company’ s senior unsecured notes and credit agreement governing eur-the Company’ s credit facilities contain financial and
other restrictive covenants. ©ur-The Company’ s failure to comply with those covenants could result in an event of default
which, if not cured or waived, could result in the acceleration of all of eurits debt, including such notes. In addition, eurthe
Company’ s overall credit rating may be negatively impacted by eurthe Company’ s performance, deteriorating and uncertain
credit markets or other factors that may or may not be within eur-the Company’ s control. The interest rates on eut-the
Company’ s revolving credit facility are linked directly to etar-the Company’ s credit ratings and the interest rates on future
debt se-the Company isste-issues or tneur-incurs likely would be affected by eur-the Company’ s credit ratings in effect at
the time such debt is issued or incurred. Accordingly, any-farthernegative impact on etr-the Company’ s credit ratings may
yroutdikely-result in higher interest rates and interest expense on any borrowings under eur-the Company’ s revolving credit
facility and less favorable terms on etrthe Company’ s other operating and financing arrangements, including additional debt
syve-the Company may issue or incur in the future. In addition, it could reduce the attractiveness of certain vendor payment
programs whereby third- party institutions finance arrangements to esrthe Company’ s vendors based on eur-the Company’ s
credit rating, which could result in increased working capital requirements . Furthermore, the Company’ s revolving credit
facility contemplates securitization of the facility in the event of further downgrade in credit ratings. Securitization of the
Company’ s assets may make it more difficult for the Company to access financing on favorable terms . Conditions and
events in the global credit market could have a material adverse effect on eur-the Company’ s access to short- and long- term
borrowings to finance eur-the Company’ s operations and the terms and cost of that debt. It is possible that one or more of the
banks that provide us-the Company with financing under eurits revolving credit facility may fail to honor the terms of etrthe
Company’ s existing credit facility or be financially unable to provide the unused credit as a result of significant deterioration in
such bank’ s financial condition. An inability to obtain sufficient financing at cost- effective rates could have a material adverse
effect on ewar-the Company’ s business, financial condition, results of operations and cash flows. The market price of enr-the
Company’ s common stock may be volatile and could expose us to securities class action litigation. The stock market and the
price of eur-the Company’ s common stock may be subject to wide fluctuations based upon general economic and market
conditions in addition to the Company’ s public perception and performance . Downturns in the stock market may cause the
price of eur-the Company’ s common stock to decline. The market price of eur-the Company’ s stock may also be affected by
eur-the Company’ s ability to meet analysts’ expectations or financial guidance that swve-the Company previde-provides to the
investment community. Inability to accurately forecast ear-the Company’ s operational and financial performance could
increase volatility in ewr-the Company’ s stock. Failure to meet expectations set by us-or-the Company et or its analysts,
even slightly, could have an adverse effect on the price of eur-the Company’ s common stock. In the past, following periods of
volatility in the market price of a company’ s securities, securities class action litigation has often been instituted against such a
company. Such litigation could result in substantial costs and a diversion of eurthe Company’ s attention and resources, which
could have an adverse effect on exrthe Company’ s business. For example, a potential securities class action regarding past
public disclosures and a related derivative shareholder litigation suit have been filed against #s-the Company following a period
of significant decline in eur-the Company’ s stock price (See Item 3. Legal Proceedings of this Annual Report on Form 10-K) .
The amount and frequency of ear-the Company’ s share repurchases and dividend payments may fluctuate. The amount, timing
and execution of eur-the Company’ s share repurchase program may fluctuate based on ear-the Company’ s priorities for the
use of cash for other purposes such as operational spending, capital spending, acquisitions or repayment or repurchase of debt.
Changes in operational results, cash flows, tax laws and ewr-the Company’ s share price could also impact eur-the Company’ s
share repurchase program and other capital activities. The Company’ s revolving credit facility contains restrictions on the
Company’ s ability to increase its dividend to shareholders and generally prohibits open market repurchases of the
Company’ s stock. Additionally, decisions to return capital to stockholders, including through eur-the Company’ s repurchase
program or the issuance of dividends on eur-the Company’ s common stock, remain subject to determination of ear-the
Company’ s Board of Directors that any such activity is in the best interests of eur-the Company’ s stockholders and is in
compliance with all applicable laws and contractual obligations. Item 1B. Unresolved Staff Comments.



