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In addition to the other information contained in this Form 10- K, including the information set forth in “ Management’ s
Discussion and Analysis of Financial Condition and Results of Operations " and our financial statements and related notes, the
following risk factors should be considered carefully in evaluating our business. Our business, financial condition, or results of
operations could be materially adversely affected by any of these risks. Additional risks not presently known to us or that we
currently deem immaterial may also impair our business and operations. Industry Risks Adverse housing market conditions may
negatively impact our business, liquidity, and results of operations, and increase the credit risk from our customers. Our business
depends on residential repair and remodel activity levels. Historically, residential repair and remodeling activity has decreased in
slow economic periods. General economic weakness, inflation, elevated unemployment levels, mortgage delinquency and
foreclosure rates, limitations in the availability of mortgage and home improvement financing, home equity value declines and
lower housing turnover all limit consumers’ spending, particularly on discretionary items, and affect their confidence level
leading to reduced spending on home improvement projects. Depressed activity levels in consumer spending for home
improvement construction would adversely affect our business, liquidity, results of operations, and financial position.
Furthermore, economic weakness causes unanticipated shifts in consumer preferences and purchasing practices jand in the
business models and strategies of our customers. Such shifts may alter the nature and prices of products demanded by the end
consumer, and, in turn, our customers and could adversely affect our operating performance. Our business is also dependent on
the new residential construction market and, in particular, single family home construction. Factors impacting the level of
activity in the residential new construction markets include increases in interest rates, inflation, unemployment rates, housing
inventory, high foreclosure rates and unsold / foreclosure inventory, availability of financing and mortgages, labor costs and
availability, vacancy rates, local, state and federal government regulation (including mortgage interest deductibility and other tax
laws), weakening in the U. S. economy or of any regional or local economy in which we operate, availability of supplies,
consumer demand and preferences, and shifts in populations away from the markets that we serve, all of which are beyond our
control. Weakness in new residential construction due to any or all of these factors would have a material adverse effect on our
business, financial condition, and operating results, and these factors may also result in fluctuations in our operating results. As a
result, our results for any historical period may not be indicative of results for any future period. In addition, we extend credit to
numerous customers who are generally susceptible to the same economic business risks that we are. Unfavorable housing
market conditions could result in financial failures of one or more of our significant customers. Furthermore, we may not be
aware of deterioration in our customers’ financial position. If our larger customers’ financial positions were to become impaired,
our ability to fully collect receivables from such customers could be impaired and negatively affect our operating results, cash
flows, and liquidity. . Consolidation among competitors,suppliers,and customers could negatively impact our business.Our
competitors continue to consolidate. Among other things,this consolidation is being driven #-part-by customer needs and
supplier capabilities,which could cause markets to become more competitive as greater economies of scale are achieved by
distributors.Customers are increasingly aware of the total costs of fulfillment and of the need to have consistent sources of
supply at multiple locations.We believe these customer needs could result in fewer distributors as the remaining distributors
become larger and capable of being consistent sources of supply.There can be no assurance that we will be able to take
advantage effectively of this trend toward consolidation.The trend in our industry toward consolidation could make it more
difficult for us to gain or retain market share or maintain operating margins.Our customers and suppliers also continue to
consolidate,and this consolidation could result in the loss of existing customers and suppliers to our
competitors.Furthermore,continued consolidation among our suppliers may-makes it more difficult for us to negotiate favorable
pricing,consignment arrangements,and discount programs with our suppliers,thereby resulting in reduced margins and
profits.We are subject to disintermediation risk.As customers continue to consolidate or otherwise increase their purchasing
power,they are better able,and may choose,to purchase products directly from the same suppliers that use us for distribution.In
addition,our suppliers may elect to distribute some or all of their products directly to end- customers in one or more markets. This
process of disintermediation can put us at risk of losing business from a customer,or of losing entire product lines or
categories,or distribution territories,from suppliers.Disintermediation also may-alse-adversely impaet-impacts our ability to
obtain favorable pricing from suppliers and optimize margins and revenue with respect to our customers.As a result,continued
disintermediation could have a negative impact on our financial condition and operating results \We may experience pricing
and product cost variability. Prices for our products are driven and influenced by many factors, including general
economic conditions, demand for our products and competitive and other conditions in the industries within which we
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National and international economic conditions, including inflationary conditions; * Government regulations, trade
policies, and market speculation; * Consolidation among customers, particularly dealers, and their customers (i. e., home
builders), and resulting changes in purchasing policies and payment practices; * The use of auction markets, which are
based on participants’ perceptions of short- term supply and demand, to determine prices and volumes for many commodities
building products; * The use of published indices (including those published by Random Lengths), which may not accurately
reflect changes in market conditions, to set selling prices for products; * Labor and freight costs, curtailments, periodic delays
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customers . In addition, economic cond1t1ons and market factors may make it difficult for us to raise our prices enough to keep
up with the rate of inflation, which could reduce our profit margins or reduce the number of customers who can purchase our
products and adversely impact our results of operations and cash flows. A decline in the prices of the products we distribute
could also adversely impact our operating results. When the prices of the products we distribute decline, customer demand for
lower prices could result in lower sales prices and, to the extent that our inventory at the time was purchased at higher costs,
lower margins. Alternatively, in a rising price environment, our suppliers may increase prices or reduce discounts on the
products we distribute, and we may be unable to pass on any cost increase to our customers, thereby resulting in reduced
margins and profits. Our earnings are highly dependent on sales volumes. Our earnings are highly dependent on sales volumes,
which are dependent on both the housing cycle, as well as our execution. In addition, selling commoditized products that are
subject to fluctuating prices makes it difficult to predict our financial results with any degree of certainty. Commodity and
specialty product price inflation or deflation can increase or decrease our gross margins on relatively consistent year over year
structural sales volumes, depending on the degree of commodity price change. Any failure to maintain, or increase sales
volumes, alone or combined with margin fluctuations due to price inflation or deflation, which would impact the purchase and /
or selling price of our products, could adversely affect our results of operations, cash flows, and financial condition. Our
industry is highly fragmented and competitive. If we are unable to compete effectively, our net sales and operating results may
be reduced. The building products distribution industry is highly fragmented and competitive, and the barriers to entry for local
competitors are relatively low. Competitive factors in our industry include pricing, availability of products, service, delivery
capabilities, customer relationships, geographic coverage, and breadth of product offerings. Also, financial stability is important
to suppliers and customers in choosing distributors for their products, and it affects the favorability of the terms on which we
are able to obtain our products from our suppliers and sell our products to our customers. Some of our competitors may have less
financial leverage or are part of larger companies, and ;-may therefore ;may-have access to greater financial and other resources
than those to which we have access. Finally, we may not be able to maintain our costs at a level sufficiently low enough for us
to compete effectively. If we are unable to compete effectively, our net sales and net income may be reduced. Our industry is
highly cyclical, and prolonged periods of weak demand or excess supply may reduce our net sales and / or margins, which may
cause us to incur losses or reduce our net income. The building products distribution industry is subject to cyclical market
pressures and market prices of building products historically have been volatile and cyclical. Prices of building products are
determined by overall supply and demand in the market and we have limited ability to control the timing and amount of pricing
changes. Demand for building products is driven mainly by factors outside of our control, such as general economic and political
conditions, interest rates, availability of mortgage financing, inflation, the construction, repair and remodeling markets,
industrial markets, housing supply, weather, and population growth. The supply of building products fluctuates based on
available manufacturing capacity, and excess capacity in the industry can result in significant declines in market prices for those
products. To the extent that prices and volumes experience a sustained or sharp decline, our net sales and margins likely would
decline as well. Because we have meaningful fixed costs, a decrease in sales and margin generally may have a significant
adverse impact on our financial condition, operating results, and cash flows | Consolidation among competitors, suppliers,......
on our financial condition and operating results . Loss of key products or key suppliers and manufacturers could affect our
financial health. Our ability to offer a wide variety of products to our customers, including our private label products, is
dependent upon our ability to obtain adequate product supply from manufacturers and other suppliers. Generally, our products
are obtainable from various sources and in sufficient quantities subject to then current market conditions. However, the loss of,
or a substantial decrease in the availability of, key products from our suppliers, or the loss of key supplier arrangements, could
adversely impact our financial condition, operating results, and cash flows. Although in many instances we have agreements
with our suppliers, these agreements are generally terminable by either party on limited notice. Failure by our suppliers to
continue to supply us with products on commercially reasonable terms, or at all, could have a material adverse effect on our
financial condition, operating results, and cash flows. Operating Risks We are subject to information technology security
risks and business interruption risks and may incur increasing costs in an effort to minimize and / or respond to those
risks. Our dependenee-on-international-business employs information technology systems to secure confidential
information, such as employee personal data, but with the rapidly evolving sophistication of cyberattacks, we may not be
able to anticipate, prevent or mitigate our cybersecurity risks. Any compromise of our security could result in a loss or
misuse of our confidential information or confidential information of our customers or suppliers , violation of applicable
privacy and manufaetarers-other laws,significant legal and financial exposure,theft,damage to our reputation,interruption of our
business operations,and a loss of confidence in our security measures,any of which could harm our business.We may also be
susceptible to phishing attacks,malware,ransomware,denial of service,and other attacks that could adversely affect our
information technology systems.Although we utilize various procedures and controls to monitor and mitigate these threats,there
can be no assurance that these procedures and controls will be sufficient to prevent security threats from materializing.As



cyberattacks eyber—attaeks-become more sophisticated,we may incur significant costs to strengthen our systems from outside
intrusions, and / fer— or eertairrobtain insurance coverage related to the threat of such attacks.Additionally,our business is
reliant upon information technology systems to,among other things,manage and route our sales calls,manage inventories and
accounts receivable,make purchasing decisions,monitor our results of operations,place orders with our vendors and process
orders from our customers.These systems may be vulnerable to natural disasters,telecommunications or equipment
failures,power outages and similar events,employee errors or to intentional acts of misconduct,such as security breaches or
cyberattacks eyber—attaeks- The occurrence of any of these events or acts,or any other unanticipated problems,could result in
damage to or the unavailability of these systems.Such damage or unavailability could,despite any existing disaster recovery and
business continuity arrangements,interrupt the availability of one or more of our information technology systems.We have from
time to time experienced such disruptions,and while such disruptions did not materially affect our business,they may occur in the
future.Future disruptions i in the%e systems could materlally 1mpact our ablhty to buy and sell our productq exposes-us-to-risks
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fluctuate, which could affect our business, financial condition, and operating results. We purchase most of our products directly
from manufacturers, which are then sold and distributed to customers. We must maintain, and have adequate working capital to
purchase , sufficient inventory to meet customer demand. Due to the lead times required by our suppliers, we order products in
advance of expected sales. As a result, we are required to forecast our sales and purchases accordingly. In periods characterized
by significant changes in the overall economy and activity in the residential and commercial building and home repair and
remodel industries, it can be especially difficult to forecast our sales accurately. We must also manage our working capital to
fund our inventory purchases. Such issues and risks can be magnified by the diversity of product mix our distribution centers
carry across multiple major product categories. Excessive increases in the market prices of certain building products can put
negative pressure on our operating cash flows by requiring us to invest more in inventory. In the future, if we are unable to
effectively manage our inventory, our cash flows may be negatively affected, which could have a material adverse effect on our
business, financial condition, and operating results . We may incur business disruptions resulting...... business, which could
reduce our revenue . Our success depends on our ability to attract, train, and retain highly qualified associates and other key
personnel while controlling related labor costs. In order to be successful, we must attract, train, and retain a large number of
highly qualified associates while controlling related labor costs. Our ability to control labor costs is subject to numerous external
factors, including labor availability, prevailing wage rates and health and other insurance costs. In many of our markets, highly
qualified associates are in high demand and we compete with other businesses for these associates and invest resources in
training and incentivizing them. In particular, there continues to be significant competition for qualified drivers in the
transportation industry and increasingly more stringent regulatory requirements relating to drivers. There can be no assurance
that we will be able to attract or retain highly qualified associates in the future, including those employed by companies we may
acquire. As a result of labor shortages, particularly among our drivers and material handlers, we could be required to utilize
temporary or contract labor. Using temporary or contract labor typically requires higher cost, and temporary or contract labor
may be less productive than full- time associates. In addition, a shortage of qualified drivers could require us to increase driver
compensation, let trucks sit idle, utilize third- party freight more so than normal, utilize less experienced drivers, or face
difficulty meeting customer demands, all of which could adversely affect our growth and profitability. Furthermore, our success
is highly dependent on the continued services of our management team. The loss of services of one or more key members of our
senior management team could have a material adverse effect on us. could suffer significant losses from natural
disasters,catastrophes,fire, or feveeaﬁeﬂ—ef—pefmﬁs—re{eases—ef—pel-}tﬁaﬂfs—other unexpected events. Whlle we malntam
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armng from %uch events 1nclud1ng damage to our reputation, and / or suffer material losses in operational capacity,which could
have a material adverse impact on our business,financial condition,and results of operations.In
addition,war,terrorism,geopolitical uncertainties,and public health i issues could cause damage or dlsruptlon to the global
economy,and thus could have a material adverse effect on us e : ; d
suppliers and our customers.Our business operations We are exposed to product 11ab111ty and other clalms and legal
proceedings related to our business and the products we distribute, which may exceed the coverage of our insurance. The
building products industry has been subject to personal injury and property damage claims arising from alleged exposure to raw
materials contained in building products as well as claims for incidents of catastrophic loss, such as building fires. As a




distributor of building materials, we face an inherent risk of exposure to product liability claims in the event that the use of the
products we have distributed in the past or may in the future distribute is alleged to have resulted in economic loss, personal
injury or property damage, or violated environmental, health or safety, or other laws. Such product liability claims may include
allegations of defects in manufacturing, defects in design, a failure to warn of dangers inherent in the product, negligence, strict
liability, or a breach of warranties. We rely on manufacturers and other suppliers, including manufacturers and suppliers located
outside of the United States, to provide us with the products we sell or distribute. Since we do not have direct control over the
quality of products that are manufactured or supplied to us by third parties, we are particularly vulnerable to risks relating to the
quality of such products. We are also from time to time subject to casualty, contract, tort, and other claims relating to our
business, the products we have distributed in the past or may in the future distribute, and the services we have provided in the
past or may in the future provide, either directly or through third parties. In addition, operating hazards, such as delivering and
unloading products, operating large machinery and driving hazards, which are inherent in our business and some of which may
be outside of our control, can cause personal injury and loss of life, damage to or destruction of property s-plant;-and equipment
and environmental damage. We cannot predict or, in some cases, control the costs to defend or resolve such claims. We cannot
assure our ability to maintain suitable and adequate insurance on acceptable terms or that such insurance will provide adequate
protection against potential liabilities, and the cost of any product liability or other proceeding, even if resolved in our favor,
could be substantial. Additionally, we do not carry insurance for all categories of risk that our business may encounter. Any
significant uninsured liability may require us to pay substantial amounts. There can be no assurance that any current or future
claims will not adversely affect our financial position, cash flows, or results of operations. Our business operations could suffer
significant losses from natural disasters...... and our customers. Our business operations and financial results could suffer from
the impacts of climate change. Climate change, and its effects on weather patterns, the frequency and severity of weather-
related events, and temperatures, could adversely impact our business. Extreme weather and temperatures could affect the
availability of raw materials for the products that we distribute, the ability of our suppliers to deliver products to our distribution
facilities and our ability to deliver those products to our customers. They could also result in lost production, supply chain
disruption and increased transportation costs. Unpredictable weather and climate changes could also cause the price of the
products we buy and sell to fluctuate significantly, including during and as a result of prolonged periods of heavy rain or
drought, fires or other unpredictable weather events. Any or all of these effects could materially and adversely impact our
business or results of operations. Our operating results depend on the successful implementation of our strategy. We may not be
able to implement our strategic initiatives successfully, on a timely basis, or at all. We regularly evaluate the performance of our
business and, as a result of such evaluations, we have in the past undertaken and may in the future undertake strategic initiatives
within our businesses, including initiatives to migrate our sales mix toward higher - margin specialty product categories, foster a
performance- driven culture committed to business excellence and profitable growth, and maintain a disciplined capital structure
and pursue investments that increase the value of the Company. Strategic initiatives that we may implement now or in the future
may not result in improvements in future financial performance and could result in additional unanticipated costs. If we are
unable to realize the benefits of our strategic initiatives, our business, financial condition, cash flows, or results of operations
could be adversely affected. A significant percentage of our employees are unionized. Wage increases or work stoppages by our
unionized employees may reduce our results of operations. As of December 36-28 , 2023-2024 , we employed approximately 2,
000 associates and less than one percent of our associates are employed on a part- time basis. Approximately 28-20 percent of
our associates are represented by various local labor unions with terms and conditions of employment governed by Collective
Bargaining Agreements (“ CBAs ). Six CBAs covering approximately nite-six percent of our associates are up for renewal in
fiscal year 2624-2025 , of which ene-has-already-beemrrenegeotiated;-one is currently tnderin the negetiationrenegotiation ;-and
wre-process. We expect to renegotiate the remainder before their renewal dates. Although we have generally had good relations
with our unionized employees and expect to renew collective bargaining agreements as they expire, no assurances can be
provided that we will be able to reach a timely agreement as to the renewal of the agreements, and their expiration or continued
work under an expired agreement, as applicable, could result in a work stoppage. In addition, we may become subject to
material wage increases, or additional work rules imposed by agreements with labor unions. The foregoing could increase our
selling, general, and administrative expenses in absolute terms and / or as a percentage of net sales. In addition, work stoppages
or other labor disturbances may occur in the future, which could adversely impact our net sales and / or selling, general, and
administrative expenses. Wage increases could also be significant in an inflationary environment even in our non- unionized
locations. All or some of these factors could negatively impact our operating results and cash flows. Federal, state, local, and
other regulations could impose substantial costs and restrictions on our operations that would reduce our net income. We are
subject to various federal, state, local, and other laws and regulations, including, among other things, transportation regulations
promulgated by the Department of Transportation (“ DOT ) and Federal Motor Carrier Safety Administration (“ FMCSA ”),
work safety regulations promulgated by Occupational Safety and Health Administration, employment regulations promulgated
by the U. S. Equal Employment Opportunity Commission, regulations of the U. S. Department of Labor and Federal Trade
Commission, regulations issued by the SEC, accounting standards issued by the Financial Accounting Standards Board (“ FASB
) or similar entities, and state and local zoning restrictions, building codes and contractors’ licensing regulations. More
burdensome regulatory requirements in these or other areas may increase our general and administrative costs and adversely
affect our financial condition, operating results, and cash flows. Moreover, failure to comply with the regulatory requirements
applicable to our business could expose us to litigation and substantial fines and penalties that could adversely affect our
financial condition, operating results, and cash flows. Our transportation operations, upon which we depend to distribute
products from our distribution centers, are subject to the regulatory jurisdiction of the DOT and the FMCSA, which have broad
administrative powers with respect to our transportation operations. More restrictive regulatory limitations, including those on
vehicle weight and size, trailer length and configuration, or driver hours of service would increase our costs, which, if we are



unable to pass these cost increases on to our customers, may increase our selling, general and administrative expenses and
adversely affect our financial condition, operating results, and cash flows. If we fail to comply adequately with such regulations
or such regulations become more stringent, we could experience increased inspections, regulatory authorities could take
remedial action, including imposing fines or shutting down our operations, or we could be subject to increased audit and
compliance costs. If any of these events were to occur, our financial condition, operating results, and cash flows could be
adversely affected. In addition, the residential and commercial construction industries are subject to various local, state and
federal statutes, ordinances, codes, rules and regulations concerning zoning, building design and safety, construction, contractor
licensing, energy conservation, and similar matters, including regulations that impose restrictive zoning and density
requirements on the residential new construction industry or that limit the number of homes or other buildings that can be built
within the boundaries of a particular area. Regulatory restrictions may increase our operating expenses and limit the availability
of suitable building lots for our customers, any of which could negatively affect our business, financial condition and results of
operations. We are subject to federal, state, and local environmental protection laws and may have to incur significant costs to
comply with these laws and regulations in the future. Environmental liabilities could arise on the land that we have owned,
currently own or lease, including as a result of the use of underground fuel storage tanks, and these liabilities could have a
material adverse effect on our financial condition and performance. Federal, state, and local laws and regulations relating to the
protection of the environment, including those regulating the use and maintenance of underground storage tanks, may require a
current or previous owner or operator of real estate to investigate and remediate hazardous materials, substances and waste
releases at or from the property. They may also impose liability for property damage and personal injury stemming from the
presence of, or exposure to, hazardous substances. In addition, we could incur costs to comply with such environmental laws and
regulations, the violation of which could lead to substantial fines and penalties. In addition, although their impact is difficult to
predict, it is also possible that legislation and regulations enacted at the federal, state or local level relating to climate change,
could result in changes to the way we conduct business or store or deliver products, and could result in significantly increased
costs of compliance, including for transportation, environmental monitoring and reporting, capital expenditures, or insurance
premiums and deductibles. For example, a 2023 EPA rule imposed reporting and recordkeeping requirements on
manufacturers and importers of per- and polyfluoroalkyl substances (PFAS), and the EPA has proposed to designate
two widely used PFAS as hazardous substances. These potential changes or increased costs could adversely impact our
business and results of operations. The effect of epidemics, global pandemics or other widespread public health crises and
governmental rules and regulations could significantly disrupt our operations or those of our customers or suppliers. If an
epidemic, global pandemic, or other widespread public health crises disrupts the worldwide economy or if similar widespread
disease outbreaks occur in the future, our business, financial condition and results of operations could be negatively affected to
the extent such event harms the economy or regions in which we operate. In particular, any eutbreakortresturgenee-of COVID-
10-erasimitar-variantorany-other-fatare-vartants;er-governmental imposition of mandatory or voluntary closures in areas

where our manufacturing facilities, suppliers or customers are located , in response to any such disease outbreak, epidemic,
pandemic or health crisis , could severely disrupt our operations. In addition to this potential direct impact on our facilities and
operations, eentimaing-any outbreaks efthe-viras-, epidemics or pandemics could negatively impact our industry and end
markets as a whole or result in a longer- term economic recession. Any of these factors could negatively affect our business,
financial condition, cash flows, profitability, and results of operations. Financial Risks Our future operating results may
fluctuate significantly, and our current operating results may not be a good indication of our future performance. Fluctuations in
our quarterly financial results could affect our stock price in the future. Our revenues and operating results have historically
varied from period- to- period and we expect that they will continue to do so as a result of a number of factors, many of which
are outside of our control. If our quarterly financial results or our predictions of future financial results fail to meet the
expectations of securities analysts and investors, our stock price could be negatively affected. Any volatility in our quarterly
financial results may make it more difficult for us to raise capital in the future or pursue acquisitions that involve issuances of
our stock. In addition, because of this variability, our operating results for prior periods may not be effective predictors of future
performance. Factors associated with our industry, the operation of our business, and the markets for our products may cause
our quarterly financial results to fluctuate, including: « general economic conditions, including but not limited to housing starts,
construction labor shortages, repair and remodel activity and commercial construction, foreclosure rates, interest rates,
unemployment rates, and mortgage availability and pricing, as well as other consumer financing mechanisms, that ultimately
affect demand for our products; * supply chain disruptions, including those caused by the spread of contagious illness and
geopolitical risks; ¢ the highly competitive nature of our industry; ¢ the commodity nature of many of our products and their
price movements, which are driven largely by capacity utilization rates and industry cycles that affect supply and demand,; ¢ the
cessation or reduction of supplier incentive programs, such as supplier rebates and / or deviation programs, and / or our inability
to collect supplier incentives due to us; ¢ disintermediation; ¢ the impact of actuarial assumptions and regulatory activity on
pension costs and pension funding requirements; ¢ our creditworthiness in addition to the financial condition and
creditworthiness of our customers; ¢ our indebtedness, including the possibility that we may not generate sufficient cash flows
from operations or that future borrowings may not be available in amounts sufficient to fulfill our debt obligations and fund
other liquidity needs; ¢ cost of compliance with government regulations; ¢ adverse customs and tariff rulings including those
relating to anti- dumping, countervailing duty, or circumvention investigations; * protectionist trade policies and new or
increased import tariffs; ¢ labor disruptions, shortages of skilled and technical labor, or increased labor costs; ¢ the impact of
inflation, which may arise from changes in the economic environment; * increased healthcare costs; ¢ the need to successfully
implement succession plans for our senior managers and other associates; ¢ our ability to successfully complete potential
acquisitions, achieve expected synergies from acquisitions, or efficiently integrate acquired operations; ¢ disruption in our
information technology systems; ¢ federal laws and regulations regarding the importation of products may cause us to incur



significant costs to comply with such laws and regulations in the future; ¢ significant maintenance issues or failures with respect
to our tractors, trailers, forklifts, and other major equipment; ¢ severe weather phenomena such as drought, hurricanes,
tornadoes, and fire; « condemnations of all or part of our real property; and * fluctuations in the market for our equity. Any one
of the factors above or the cumulative effect of some of the factors referred to above may result in significant fluctuations in our
quarterly financial and other operating results, including fluctuations in our key metrics. The variability and unpredictability
could result in our failing to meet our internal operating plan or the expectations of securities analysts or investors for any
period. If we fail to meet or exceed such expectations for these or any other reasons, the market price of our shares could fall
substantially and we could face costly lawsuits, including securities class action suits. Our level of indebtedness could limit our
financial and operating activities and adversely affect our ability to incur additional debt to fund future needs. As of December
30-28 , 2023-2024 , we had no outstanding debt under our revolving credit facility, and approximately $ 300. 0 million of debt
outstanding under our senior secured notes. Additionally, as of December 368-28 , 2623-2024 , outstanding commitments under
our finance leases were approximately $ 285292 . 4-5 million. Our level of indebtedness could still have considerable
consequences to our financial condition and operating results. For example, our indebtedness could: « make us more vulnerable
to general adverse economic and industry conditions; ¢ limit our ability to obtain additional financing for working capital, capital
expenditures, acquisitions, and other general corporate requirements; ¢ expose us to interest rate fluctuations because the interest
rate on the debt under our revolving credit facility is variable; * require us to dedicate a substantial portion of our cash flows to
payments on our debt, thereby reducing the availability of our cash flows for operations and other purposes; * limit our
flexibility in planning for, or reacting to, changes in our business, and the industry in which we operate; and * place us at a
competitive disadvantage compared to competitors that may have proportionately less debt, and therefore may be in a better
position to obtain more favorable credit terms. If compliance with our debt obligations materially limits our financial or
operating activities, or hinders our ability to adapt to changing industry conditions, we may lose market share, our revenue may
decline and our operating results may be negatively affected. The instruments governing our indebtedness contain various
covenants limiting the discretion of our management in operating our business, including requiring us to maintain a minimum
level of excess liquidity. Our revolving credit facility and senior secured notes contain various covenants and restrictions,
including customary financial covenants that limit management’ s discretion in operating our business. In particular, these
instruments limit our ability to, among other things: ¢ incur additional debt; * grant liens on assets; * make investments; ¢
repurchase stock; ¢ pay dividends and make distributions; ¢ sell or acquire assets, including certain real estate assets, outside the
ordinary course of business; ¢ engage in transactions with affiliates; and « make fundamental business changes. These covenants
and restrictions could affect our ability to operate our business, and may limit our ability to react to market conditions or take
advantage of potential business opportunities as they arise. Additionally, our ability to comply with these covenants may be
affected by events beyond our control, including general economic and credit conditions and industry downturns. If we fail to
comply with these covenants and restrictions, a default may allow the creditors under the relevant instruments to accelerate the
related debts and to exercise their remedies under these agreements, which typically will include the right to declare the
principal amount of that debt, together with accrued and unpaid interest, and other related amounts, immediately due and
payable, to exercise any remedies the creditors may have to foreclose on assets that are subject to liens securing that debt, and to
terminate any commitments they had made to supply further funds. Refer to Note 8, Debt and Finance Eeases— Lease
Obligations , in Item & of this Annual Report for further details. Despite our current levels of debt, we may still incur more
debt, which would increase the risks described in these risk factors relating to indebtedness. The agreements relating to our debt
significantly limit, but do not prohibit, our ability to incur additional debt. In addition, certain types of liabilities are not
considered ““ Indebtedness ” under the agreements relating to our debt. Accordingly, we could incur additional debt or similar
liabilities in the future. If new debt or similar liabilities are added to our current debt levels, the related risks that we now face
could increase. We have sold and leased back certain of our distribution centers under long- term non- cancelable leases and may
enter into similar transactions in the future. All of these leases are (or will be) finance leases, and our debt and interest expense
may increase as a result. As a result of real estate financing transactions through sale- leaseback arrangements, a substantial
number of our distribution centers are leased under non- cancelable leases. These leases typically have initial terms of
approximately fifteen years, and most provide options to renew for specified periods of time. We may enter into additional sale
and lease- back transactions in the future. The leases resulting from these transactions are generally recognized and accounted
for as finance leases, which may be counted as indebtedness, including for purposes of financial covenants in the agreements
governing our debt, and may significantly increase the stated interest expense that is recognized in our income statements. Many
of our distribution centers are leased, and if we close a leased distribution center before expiration of the lease, we will still be
obligated under the applicable lease. In addition, we may be unable to renew the leases at the end of their terms. If we close a
distribution center that is subject to a non- cancelable lease, we would remain committed to perform our obligations under the
applicable lease, which would include, among other things, payment of the base rent, insurance, taxes, and other expenses on
the leased property for the balance of the lease term. Management may explore offsets to remaining obligations, such as
subleasing opportunities or negotiated lease terminations, but there can be no assurance that we can offset remaining obligations
on commercially reasonable terms or at all. Our obligation to continue to perform our obligations with respect to leases for
closed distribution centers could have a material adverse effect on our business and results of operations. In addition, at the end
of a lease term and any renewal period for a leased distribution center, or for those locations where we have no renewal options
remaining, we may be unable to renew the lease without additional cost, if at all. If we are unable to renew our distribution
center leases, we may close or, if possible, relocate the distribution center, which could subject us to additional costs and risks
which could have a material adverse effect on our business. Additionally, the revenue and profit generated at a relocated
distribution center may not equal the revenue and profit generated at the previous location. We may not have or be able to raise
the funds necessary to finance a required repurchase of our senior secured notes. Subject to certain exceptions, upon the



occurrence of a change in control under the indenture governing our senior secured notes, we are required to offer to repurchase
all of the outstanding notes. It is possible that we would not have sufficient funds at the time that we are required to make any
such repurchase of our senior secured notes, and we cannot assure the holders of the senior secured notes that we will have
sufficient financial resources, or will be able to arrange financing, to pay the repurchase price in cash with respect to any such
notes upon a change in control. Our failure to repurchase the senior secured notes when required would result in an event of
default with respect to such notes which could, in turn, constitute a default under the terms of our other indebtedness, if any.
Certain important corporate events, such as leveraged recapitalizations that would increase the level of our indebtedness, may
not constitute a change in control under the indenture governing our senior secured notes. A lowering or withdrawal of the
ratings assigned to our debt securities by rating agencies may increase our future borrowing costs and reduce our access to
capital. Any rating assigned to our debt could be lowered or withdrawn entirely by a rating agency if, in that rating agency’ s
judgment, future circumstances relating to the basis of the rating, such as adverse changes, so warrant. Any future lowering of
our ratings likely would make it more difficult or more expensive for us to obtain additional debt financing. A change in our
product mix could adversely affect our results of operations. Our results may be affected by a change in our product mix. Our
outlook, budgeting, and strategic planning assume a certain mix of product sales. If actual results vary from this projected mix of
product sales, our financial results could be negatively impacted. Additionally, gross margins vary across our product lines. If
the mix of products shifts from higher margin product categories to lower margin product categories, our overall gross margins
and profitability may be adversely affected. Consequently, changes in our product mix could have a material adverse impact on
our financial condition and operating results. Relatedly, our product sales to a customer may be dependent on the supplier and
the brands we distribute. If we are unable to supply certain brands to our customers, then our ability to sell to existing customers
and acquire new customers will be difficult to accomplish. As a result, our revenue, operating performance, cash flows, and net
income may be adversely affected. If the costs of fuel, third- party freight or other energy prices increase or availability of third-
party freight providers is reduced, our results of operations could be adversely affected. Petroleum and energy prices and
availability of petroleum products are subject to political, geopolitical, economic, and market factors that are outside our control.
Political events in petroleum- producing regions as well as hurricanes and other weather- related events or natural disasters may
cause the price of fuel to increase or the availability of fuel to decrease. Within our business units, we deliver products to our
customers primarily via our fleet of trucks, which we fuel both onsite and through street fuel programs . We also utilize third-
party freight providers to deliver our products and the costs associated with them could affect the expense incurred to deliver
products to our customers. Our operating profit may be adversely affected if we are unable to obtain the fuel we require or to
fully offset the anticipated impact of higher fuel prices or third- party freight costs through increased prices or fuel surcharges to
our customers. Besides trying to pass fuel costs to customers, we have at times entered into forward purchase contracts for fuel
used at some of our facilities that protect against fuel price increases. If shortages occur in the supply of necessary petroleum
products and we are not able to pass along the full impact of increased petroleum prices to our customers or otherwise protect
ourselves by entering into forward purchase contracts, then our results of operations would be adversely affected. We establish
insurance- related deductible / retention liabilities based on historical loss development factors, which could lead to adjustments
in the future based on actual development experience. We retain a significant portion of the accident risk under our vehicle
liability and workers’ compensation insurance programs; and we are self- insured for health insurance, the exposure of which is
limited by stop- loss coverage. Our self- insurance accruals are based on actuarial estimated, undiscounted cost of claims, which
includes claims incurred but not reported. While we believe our estimation processes are well designed, every estimation
process is inherently subject to limitations. Fluctuations in the frequency or amount of claims make it difficult to precisely
predict the ultimate cost of claims. The actual cost of claims can be different than the historical selected loss development
factors because of safety performance, payment patterns, and settlement patterns. The value of our deferred tax assets could
become impaired, which could materially and adversely affect our operating results. As of December 36-28 , 2623-2024 , we
had $ 53-50 . 3-6 million in net deferred tax assets. These deferred tax assets include temporary differences arising from such
items as property splant-and equipment, accrued compensation, and accounting reserves related to inventory and other items in
conjunction with net state operating loss carryovers that can be used to offset taxable income in future periods and reduce
income taxes payable in those future periods. Each quarter, we determine the probability of the realization of deferred tax assets,
using significant judgments and estimates with respect to, among other things, historical operating results, expectations of future
earnings, and tax planning strategies. For example, we were required to evaluate and maintain reasonable valuation allowances
against our remaining state net operating loss carryforwards against our U. S. deferred tax assets as of December 36-28 , 2623
2024 . These valuation allowances are calculated based on the probability that we will not realize taxable income in the states in
which we carry net operating loss carryforwards in a time suitable to take advantage of them. If we determine in the future that
there is not sufficient positive evidence to support the remaining valuation of our deferred tax assets, either due to Part 1, Item
1A, Risk Factors described herein or other factors which may impact our net operating carryforwards or other components of
our deferred tax assets such as our temporary differences which may arise from tax legislation which we cannot foresee, we may
be required to further adjust the valuation allowance to reduce our deferred tax assets, in specific areas or in total. Such a
reduction could result in material non- cash expenses in the period in which the valuation allowance is adjusted and could have a
material adverse effect on our results of operations. Our expected annual effective tax rate could be volatile and materially
change as a result of changes in the mix of earnings and other factors. Our overall effective tax rate is equal to our total income
tax expense, also referred to as provision for income taxes, as a percentage of our income or loss before provision for income
taxes. However, tax expenses and benefits are determined separately for each tax paying entity or group of entities that is
consolidated for tax purposes in each jurisdiction. Losses in certain jurisdictions may provide no current financial statement tax
benefit. As a result, changes in the mix of profits and losses between jurisdictions, among other factors, could have a significant
impact on our overall effective tax rate. New and unforeseen changes in tax legislation may impact our effective tax rate in



future periods, both on a federal and state level, which may have an impact on our net income and result in material non- cash
expenses in the relevant period. Costs and liabilities related to our participation in multi- employer pension plans could increase.
We are involved in various multi- employer pension plans in the U. S. based on obligations arising under collective bargaining
agreements. Some of these plans are significantly underfunded and may require increased contributions in the future. The
amount of any increase or decrease in our required contributions to these multi- employer pension plans will depend upon the
outcome of collective bargaining, actions taken by trustees who manage the plan, governmental regulations, the actual return on
assets held in the plan, the continued viability and contributions of other employers which contribute to the plan, and the
potential payment of a withdrawal liability, among other factors. Our cash flows and capital resources may be insufficient to
make required payments on our indebtedness or future indebtedness. Our ability to make scheduled payments under our
revolving credit facility and senior secured notes depends on our successful financial and operating performance, cash flows,
and capital resources, which in turn depend upon prevailing economic conditions and certain financial, business, and other
factors, many of which are beyond our control. These factors include, among others: * economic and demand factors affecting
the building products distribution industry; * external factors affecting availability of credit; * pricing pressures; * increased
operating costs; ¢ competitive conditions; and ¢ other operating difficulties. If our cash flows and capital resources are
insufficient to fund our debt service obligations, we may be forced to reduce or delay capital expenditures, sell material assets or
operations, obtain additional capital, or restructure our debt. There is no assurance that we could obtain additional capital or
refinance our debt on terms acceptable to us, or at all. If we are required to dispose of material assets or operations to meet our
debt service and other obligations, the value realized on the disposition of such assets or operations will depend on market
conditions and the availability of buyers. Accordingly, any such sale may not, among other things, be for a sufficient dollar
amount to repay our indebtedness. If we do not make scheduled payments on our debt, we will be in default and the outstanding
principal and interest on our debt could be declared to be due and payable, in which case we could be forced into bankruptcy or
liquidation or required to substantially restructure or alter our business operations or debt obligations. Borrowings under our
revolving credit facility bear interest at a variable rate, which subjects us to interest rate risk, which could cause our debt service
obligations to increase significantly. Borrowings under our revolving credit facility bear interest at variable rates of interest and
expose us to interest rate risk. If interest rates increase, our debt service obligations on this variable rate indebtedness would
increase even though the amount borrowed remained the same. Although we may elect in the future to take certain actions to
reduce interest rate volatility in connection with our variable rate borrowings, we cannot provide assurances that we will be able
to do so or that those actions will be effective. Changes in, or interpretation of, accounting principles could result in unfavorable
accounting changes. Our consolidated financial statements are prepared in conformity with U. S. generally accepted accounting
principles and accompanying accounting pronouncements, implementation guidelines, and interpretations. These rules are
subject to interpretation by the SEC and various bodres formed to 1nterpret and create approprrate accountlng principles.
Changes in these rules or their interpretation ;-sueh e d ds;-could significantly
change our reported results and may even retroactlvely affect prevrously reported transactlons Changes resulting from the
adoption of new or revised accounting principles may result in materially different financial results and may require that we
make changes to our systems, processes, and controls. Risks Relating to Our Common Stock Our stock price may fluctuate
significantly. The market price of our stock historically has experienced and may continue to experience significant price
fluctuations similar to those experienced by the broader stock market in recent years. In addition, the price of our stock may
fluctuate significantly in response to various factors, including: * actual or anticipated fluctuations in our operating results; ®
announcements by us or our competitors of significant acquisitions, dispositions or expansion plans; * market conditions in our
industry; ¢ changes in market valuation or earnings of our Company or other companies in our industry: ¢ changes in accounting
standards, policies, guidance, interpretations or principles; ¢ the operating and stock price performance of other comparable
companies; ¢ investor perception of our Company; ¢ results from material litigation or governmental investigation; * changes in
laws or regulations affecting our Company or significant products we sell; and * general overall economic, political and market
conditions. Broad market and industry factors may materially harm the market price of our common stock, regardless of our
operating performance. In addition, share repurchases pursuant to our aew-share repurchase program could affect our stock price
and increase its volatility. The existence of a share repurchase program could also cause our stock price to be higher than it
would be in the absence of such a program and could potentially reduce the market liquidity for our stock. There can be no
assurance that any share repurchases will enhance stockholder value because the market price of our common stock may decline
below the levels at which we repurchased shares of common stock. Although our share repurchase program is intended to
enhance long- term stockholder value, short- term stock price fluctuations could reduce the program’ s effectiveness.
Furthermore, the program does not obligate the Company to repurchase any dollar amount or number of shares of common
stock, and may be suspended or discontinued at any time and any suspension or discontinuation could cause the market price of
our stock to decline. We could be the subject of securities class action litigation due to stock price volatility, which could divert
management’ s attention and adversely affect our results of operations. The stock market in general, and market prices for the
securities of companies like ours in particular, have from time- to- time experienced volatility that often has been unrelated to
the operating performance of the underlying companies. These broad market and industry fluctuations may adversely affect the
market price of our common stock, regardless of our operating performance. In certain situations, in which the market price of a
stock has been volatile, holders of that stock have instituted securities class action litigation against the Company that issued the
stock. If any of our stockholders were to bring a similar lawsuit against us, the defense and disposition of the lawsuit could be
costly and divert the time and attention of our management and harm our operating results. If securities or industry analysts do
not publish research or publish unfavorable research about our business, our stock price and trading volume could decline. The
trading market for our common stock depends in part on the research and reports that securities or industry analysts publish
about our business or us. If one or more of the analysts who cover us downgrades our stock or publishes unfavorable research




about our business or our industry, our stock price would likely decline. If one or more of these analysts ceases coverage of our
Company or fails to publish reports on us regularly, demand for our stock could decrease, which could cause our stock price and
trading volume to decline. The activities of activist stockholders could have a negative impact on our business and results of
operations. While we seek to actively engage with stockholders and consider their views on business and strategy, we could be
subject to actions or proposals from stockholders or others that do not align with our business strategies or the interests of our
other stockholders. Responding to these stockholders could be costly and time- consuming, disrupt our business and operations,
and divert the attention of our Board of Directors and senior management. Uncertainties associated with such activities could
interfere with our ability to effectively execute our strategic plan, impact long- term growth, and limit our ability to hire and
retain personnel. In addition, the actions of these stockholders may cause periods of fluctuation in our stock price based on
temporary or speculative market perceptions or other factors that do not necessarily reflect the underlying fundamentals and
prospects of our business. The terms of our revolving credit facility and senior secured notes place restrictions on our ability to
pay dividends on our common stock, so any returns to stockholders may be limited to the value of their stock. We have not
declared or paid any cash dividends on our common stock since 2007, and we are subject to certain conditions in order to do so
under the terms of our revolving credit facility and senior secured notes. As we have no current intention of paying dividends,
unless we decide to do so in the future, any return to stockholders may be limited to the appreciation in their stock.



