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The following is a summary of the principal risks that could adversely affect our business, operations and financial results:
Risks Related to Our Operations ¢ failure of suppliers to consistently supply us with opportunistic products at attractive pricing,
which is generally not in our control; ¢ inability to successfully identify trends and maintain an appropriate level of opportunistic
products;  failure to maintain or increase comparable store sales; * faitare-any significant disruption to epen;treloeate-or-our
remodelstores-onsehedute-distribution network, the operations of our distributions centers and enbudget-our timely
receipt of inventory ; * inflation and other changes affecting the market prices of the products we sell; « risks associated with
newly opened stores; * failure to open, relocate or remodel stores on schedule and on budget; ¢ costs and successful
implementation of marketing, advertising and promotlons . fallure to malntaln our reputatlon and the Value of our brand,
1nclud1ng protecting our 1ntellectua1 property 58

X 1nab111ty to maintain sufficient levels of ca%h flow from our
operations; © risks associated with leasing substantial amounts of space; « failure to properly integrate any acquired
businesses; * natural or man- made disasters, climate change, power outages, major health epidemics, pandemic
outbreaks, terrorist acts, global political events or other serious catastrophic events and the concentration of our
busmess operatlons; . fallure to part1c1pate effectlvely in the growmg onhne retall marketplace;  nataral-or-man—made

o#eur—btts'tﬁess—epef&t—iem—‘—unexpected cost% and negatlve effects if we incur losses not covered by our insurance program +=
inabtlity-to-attra at-an demp ; » difficulties associated with labor relations and shortages;
mablllty to attract traln and retam hlghly quallﬁed employees or the loss of eur-key personnel ; » failure to remediate or
our inabilty-to-hire-addittonal-qualifted-personnel- material weakness in our internal control over financial reporting ; Risks
Related to Our Business Environment ¢ risks associated with economic conditions; ¢ competition in the retail food industry; ¢
movement of consumer trends toward private labels and away from name- brand products; risks associated with deploying our
own private label brands; Risks Related to Our IO Model ¢ inability to attract and retain qualified independent operators
(" IOs"); « failure of our IO% to %ucceqsfully manage their business; ¢ failure of our IOs to repay notes outstanding to us +=
inabth ; » inability of our IOs to avoid excess inventory shrink; ¢ any loss or changeover of an
10; * legal proceedings initiated against our lOs * legal challenges to the 10 / independent contractor business model; ¢ failure to
maintain positive relationships with our 10s; ¢ risks associated with actions our I0s could take that could harm our business;
Risks Related to PataPreteetion;-Cyberseenrity-and-our Information Technology Systems , Data Protection and
Cybersecurity * material disruption to our information technology systems; « failure to maintain the security of information
we hold relatlng to personal information or payment card data of our customers, employees and suppliers +aterial-disruption
; Risks Related to Legal and Regulatory Risks ¢ risks associated with products we and
ur independentoperators{-10s l)—sell, * risks associated with laws and regulations generally applicable to retailers; * legal
proceedings from customers, suppliers, employees, governments or competitors; Risks Associated with our Indebtedness ¢ our
substantial indebtedness could affect our ability to operate our business, react to changes in the economy or industry or pay our
debts and meet our obligations; ¢ restrictive covenants in our debt agreements may restrict our ability to pursue our business
strategies, and failure to comply with any of these restrictions could result in acceleration of our debt; Risks Related to
Accounting, Tax and Financial Statement Matters ¢ risks associated with tax matters, including changes in tax laws; * changes in
accounting standards and subjective assumptions, estimates and judgments by management related to complex accounting
matters; Risks Related to Our Common Stock ¢ our quarterly operating results fluctuate and may fall short of prior periods, our
projections or the expectations of securities analysts or investors; ¢ future sales, or the perception of future sales, by us or our
existing stockholders in the public market could cause the market price for our common stock to decline; and ¢ provisions in our
organizational documents could delay or prevent a change of control. For a more complete discussion of the material risks
facing our business, see below. We depend on suppliers to consistently supply us with opportunistic products at attractive
pricing, which is generally not in our control. Our business is dependent on our ability to strategically source a sufficient volume
and variety of opportunistic products at attractive pricing. While opportunistic buying, operating with appropriate inventory
levels and frequent inventory turns are key elements of our business strategy, they subject us to risks related to the pricing,
quantity, mix, quality and timing of inventory flowing to our stores. We do not have significant control over the supply, cost or
availability of many of the opportunistic products offered for sale in our stores. Shortages or disruptions in the availability of
quality products that excite our customers and drive customer traffic could have a material adverse effect on our business,
financial condition and results of operations. As our store base continues to grow, our ability to secure opportunistic products in
sufficient quantities may become more difficult. All of our inventory is acquired through purchase orders and we generally do
not have long- term contractual agreements with our suppliers that obligate them to provide us with products exclusively or at
specified quantities or prices, or at all. Any of our current suppliers may decide to sell products to our competitors and may not
continue selling products to us. In order to retain our competitive advantage, we need to continue to develop and maintain
relationships with qualified suppliers that can satisfy our standards for quality and our requirements for delivery of products in a
timely and efficient manner at attractive prices. The need to grow existing relationships and develop new relationships with
qualified suppliers is particularly important as we seek to continue to expand our operations and enhance our product offerings




in the future. Manufacturers and distributors of name- brand, large volume products have become increasingly consolidated.
Further consolidation of manufacturers or distributors could reduce our supply options and detrimentally impact the terms under
which we purchase products. If one or more of our existing significant suppliers were to be unable or unwilling to continue
providing products to us on attractive terms, or at all, we may have difficulty finding replacement suppliers on commercially
reasonable terms or at all. The loss of one or more of our existing significant suppliers or our inability to develop relationships
with new suppliers could reduce our competitiveness, slow our plans for further expansion and cause our net sales and operating
results to be materially adversely affected. Our supply chain is subject to risks, including distribution and transportation, labor
disputes or constraints, union organizing activities, financial liquidity, inclement weather, natural disasters, significant public
health and safety events, supply constraints and general economic and political conditions that could limit thetr-our suppliers’
ability to provide us with quality products. As discussed s Hemt-—Bustnessand-elsewhere in these risk factors, these risks
have in the past delayed or precluded, and may in the future delay or preclude, delivery of product to us on a timely basis or at
all. We may not be able to successfully identify trends to meet consumer demand and maintain an appropriate level of
opportunistic products. We depend on repeat visits by our customer base to drive sales, and we rely on desirable opportunistic
products at discounts to excite our customers to make such repeat visits. Consumer preferences often change rapidly and without
warning. We may not successfully address consumer trends or be able to acquire desirable opportunistic products, and we expect
competition for customers to increase as online shopping by customers continues to expand —I-ﬁ—respeﬂse—te—feeent

generally make 1nd1V1dual purchase de0151ons for products that become available and these purchases may be for large
quantities that we may not be able to sell on a timely or cost- effective basis. Some of our products are sourced from suppliers at
significantly reduced prices for specific reasons, and we are not always able to purchase specific products on a recurring basis.
To the extent that some of our suppliers are better able to manage their inventory levels and reduce the amount of their excess
inventory, the amount of over- stock and short- dated products available to us could also be materially reduced, making it
difficult to deliver products to our customers at attractive prices. Maintaining adequate inventory of quality, name- brand
products requires significant attention and monitoring of market trends, local markets and developments with suppliers and our
distribution network, and it is not certain that we or our I0s will be effective in inventory management. We base our purchases
of inventory, in part, on our sales forecasts. If our sales forecasts overestimate customer demand, we may experience higher
inventory levels and need to take markdowns on excess or slow- moving inventory, leading to decreased profit margins.
Conversely, if our sales forecasts underestimate customer demand, we may have insufficient inventory to meet demand, leading
to lost sales, either of which could materially adversely affect our financial performance. In addition, a majority of the
assortment in each Grocery Outlet store is selected by IOs based on local preference and shopping history, and the inability of
the 1Os to successfully identify trends in the local market could materially adversely affect our financial performance. Our long-
term success depends in part on our ability and the ability of the IOs to maintain or increase comparable store sales, and if we
are unable to continue to achieve comparable store growth over the long- term, our profitability and performance could be
materially adversely impacted. The 1Os are responsible for store operations. Our success depends on, among other things,
increasing comparable store sales through our opportunistic purchasing strategy and the ability of the 1Os to increase sales and
profits. To increase net sales, and therefore comparable store sales growth and profits, we and the IOs focus on delivering value
and generating customer excitement by strengthening opportunistic purchasing, providing an increasing number of everyday
products, optimizing inventory management, maintaining strong store conditions and effectively marketing current products and
new product offerings. Competition and pricing pressures from competitors and suppliers may also materially adversely impact
our comparable sales if we lose customers as a result. After many years of consecutive growth in comparable store net sales, we
had year- over- year declines in fiscal 2021, primarily due to outsized financial performance in fiscal 2020 and continued
impacts of the COVID- 19 pandemic, including changes in consumer behavior, supplier issues and other related challenges.
While fiscal 2022 was-a-and 2023 were year-years of comparable positive sales growth, our comparable store sales growth in
future years could be lower than our historical average or our future target for many reasons, many of which we do not
significantly control, including general economic conditions that may not favor our model, operational performance (including
by the 10s), price inflation or deflation, or changes in response to competitive factors, changes in our existing supplier
relationships or our inability to develop new supplier relationships, industry competition (e- commerce), new competitive
entrants near our stores, price changes in response to competitive factors, any comparison year or quarter having above- average
net sales results, possible supply shortages or other operational disruptions, the number and dollar amount of customer
transactions in our stores, our ability to provide product or service offerings that generate new and repeat visits to our stores and
the level of customer engagement that we and the 10s provide in our stores. In addition, we may not accurately model
cannibalization by our new stores when we open new stores in established markets, which could reduce comparable store sales.
Significant disruption in our distribution network and our timely receipt of inventory has had in recent years,and could
continue to have,an adverse impact on our operating performance We rely on our distribution and transportation
network to provide goods to our distribution centers and stores in a timely and cost- effective manner.Our stores are highly
dependent on the successful operations of our distribution stranspertation-and-teehnology networks— network , as-including
because [Os typically use-thesesystems-te-order multiple deliveries per week and many of our products have a limited shelf life
from the time of purchase,particularly opportunistic buys and fresh foods.Deliveries to our stores occur from our distribution
centers or directly from our suppliers.We use three primary leased distribution centers that we operate and five primary
distribution centers operated by third- parties.Any disruption,unanticipated or unusual expense or operational failure related to
these-this proecesses—- process aﬂd—systems—could affect store operations negatively F or example durlng ﬁscal %92—3—2021 labor
shortages w :
managementplatferm-and supply chain dlsruptlons caused loglstlcal challenges for us and many other bus1nesses in the




retall mdustry,causmg delay in product d&ta—wafeheuse—system-dellvery to our dlstrlbutlon centers,stores and customers

challenges caused mcreased costs to dellver goods to or-our stores resultmg from mcreased fuel costs d-lf-ﬁeu-}ﬁes—rn

o o g - increased carrier rates and driver wages as inelading-developing-or
-'rmp’:ement—ing—new—teehﬂe%egy—eot&d—have—a m&teﬂa-l-advefse—effeet—eﬁ—euﬁbﬂstﬁess—er—resu-}& result of driver shortages,a

operatic Aetrarveslso ptions-in transportation capacity,and

: ; 3 t : ird-party-distributioneen If similar circumstances were to occur

and persist,they could have a materlal adverse impact on our operations and our ability to generate sales and earn profits.In
addition,events beyond our control,such as disruptions in operations due to fire,adverse weather conditions or other catastrophic
events or labor disagreements,may result in delays in the delivery of merchandise to our stores. While we maintain business
interruption and-eyberseeurity-insurance,in the event our distribution centers are shut down for any reason,such insurance may

not be sufficient , and any related insurance proceeds may not be timely paid to us ;and-eurreputation-and-eustomer
feiaﬁeﬂsh-tps—eﬁt&d—st—ﬂ-l—be—advefse}y—tmpaeted- Furthermore,there can be no guarantee that we will be able to renew the leases or

third- party distribution and transportation contracts,as applicable,on our distribution centers on attractive terms or at all,which
may increase our expenses and cause temporary disruptions in our distribution network.As we continue to implement our store
growth strategy,our distribution centers may not have sufficient capacity to optimally support all of our stores and effectively
managing our distribution network and distribution centers will become more complex.Our new store locations receiving
shipments may be further away from our distribution centers, which may increase transportation costs and may create
transportation scheduling strains,or may require us to add additional facilities to the network. Our growth strategy is
highly dependent on our ability to identify and open future store locations and relocate or remodel existing store locations in
new and existing markets. We believe that new store growth remains our biggest driver of long- term stockholder value. We
opened 2728 new stores in fiscal 2622-2023 . Our ability to open stores in a timely and successful manner depends in part on
the following factors: the availability of attractive store locations (including stores that will not compete significantly with
existing stores and that can be reasonably serviced by our distribution network) and rent prices; the costs of construction and the
availability of construction labor and materials; the absence of entitlement processes or occupancy delays; the ability to
negotiate acceptable lease and development terms; our relationships with current and prospective landlords; the ability to attract
potential IOs who are strong entrepreneurs; the ability to secure and manage the inventory necessary for the launch and
operation of new stores; the availability of capital funding for expansion; and general economic conditions. Any or all of these
factors and conditions could materially adversely affect our growth and profitability. Our long- term goal is to expand our store
base by approximately 10 % annually on average over the next several years. However, we cannot assure you that we will be
able to consistently (on a year- over- year basis) achieve this-a high level of new store growth and-we-were-betow-that-geal-for
fiseal2022-. Over the last twe-few years, planned construction and opening of new stores have been, and may continue to be,
negatively impacted due to labor and materials shortages as well as longer lead times in lease execution, site permitting and
construction. These challenges impacted our erganie new store growth in fiscal 2022 and 2023 and are expected to eontinae-to
impact organic eurnew-store-growth in the-firsthalf-of2023-with-fiscal 2023-2024 as well stefe-epeﬁrngs—wetghted—tewafds—t-he
seeond-hatf-of the-year-. Additionally, we may destreto-erneed-te-cxpand into neighboring states and regions in the United
States and / or engage in acquisitions (such as our pending acquisition of United Grocery Outlet) to meet our growth goals,
and such expansion heightens the risks, challenges and uncertainties of development. We may not have the level of cash flow or
financing necessary to support our growth strategy. Further, much of our new store growth is in new markets where we do not
have the same brand recognition at this time. Our proposed expansion will place increased demands on our operational,
managerial and administrative resources. These increased demands could cause us to operate our existing business less
efficiently, which in turn could cause deterioration in the financial performance of our existing stores. If we experience a decline
in performance, we may slow or discontinue store openings, or we may decide to close stores that are unable to operate in a
profitable manner. If we fail to successfully implement our growth strategy, including by opening new stores on a timely basis
and on budget, our operations, financial condition and operating results would be materially and adversely affected . Because we
are an extreme value......, financial condition and results of operations . Our success depends upon the successful
implementation of our marketing, advertising and promotional efforts. We promote brand awareness and drive customers to
shop through centralized marketing initiatives along with local IO marketing efforts. We and the 10s use marketing and
promotional programs to attract customers into our stores and to encourage purchases. If we or the IOs are unable to develop
and implement effective marketing, advertising and promotional strategies, we may be unable to achieve and maintain brand
awareness and repeat store visits. We may not be able to advertise cost effectively in new or smaller markets in which we have
fewer stores, which could slow growth at such stores. Changes in the amount and degree of promotional intensity or
merchandising strategies by our competitors could cause us to have difficulties in retaining existing customers and attracting
new customers. If the efficacy of our marketing or promotional activities declines or if such activities of our competitors are
more effective than ours, it could have a material adverse effect on our business, financial condition and results of operations.
While we have launched reeently-beganptoting-a mobile personalization app in some states and are increasing the rollout to
additional states in fiscal 2024 , which informs customers of new and top selling items, provides curated product
recommendations and tracks savings, we do not maintain a traditional loyalty program for customers, and our competitors may
be able to offer their customers promotions or loyalty program incentives that could result in fewer shopping trips to or
purchases from our stores. If we are unable to retain the loyalty of our customers, our sales could decrease and we may not be
able to grow our store base as planned, which could have a material adverse effect on our business, financial condition and
results of operations. Certain of our competitors have established, long- standing, mobile apps and personalized marketing.




There can be no assurance that our investment in this area will be repaid. If we fail to maintain our reputation and the value of
our brand, including protection of our intellectual property rights, our sales and operating results may decline and the carrying
value of our goodwill and other intangible assets may be impaired. We believe our continued success depends on our ability to
maintain and grow the value of our brand. Brand value is based in large part on perceptions of subjective qualities. The
reputation of our company and our brand may be damaged in all, one or some of the markets in which we do business, by
adverse events at the corporate level or by an 1O acting outside of Grocery Outlet' s brand standards, or by action (or inaction),
by us or our IOs on issues like social policies, merchandising, compliance related to social, product, labor and environmental
standards or other sensitive topics. Further, any perceived lack of transparency about such matters, could harm our reputation.
The increasing use of social media platforms and online forums may increase the chance that an adverse event could negatively
affect the reputation of our brand. The online dissemination of negative information about our brand, including inaccurate
information, could harm our reputation and our brand. We regard our intellectual property, including trademarks and service
marks, as having significant value, and our brand is an important factor in the marketing of our stores. We monitor and protect
against activities that might infringe, dilute or otherwise violate our trademarks and other intellectual property and rely on
trademark and other laws of the United States, but we may not be able or willing to successfully enforce our trademarks or
intellectual property rights against competitors or challenges by others. For example, we are aware of certain companies in
jurisdictions where we do not currently operate using the term" GROCERY OUTLET." Moreover, we have disclaimed the
terms" GROCERY OUTLET" and" MARKET" with respect to our"” GROCERY OUTLET BARGAIN MARKET" trademarks,
among other disclaimed terms with respect to our registered trademarks and trademark applications. If a third party uses such
disclaimed terms in its trademarks, we cannot object to such use. Additionally, if we fail to protect our trademarks or other
intellectual property rights, others may copy or use our trademarks or intellectual property without authorization, which may
harm the value of our brand, reputation, competitive advantages and goodwill and adversely affect our financial condition, cash
flows or results of operations. Actions we have taken to establish and protect our intellectual property rights may not be
adequate. There may in the future be opposition and cancellation proceedings from time to time with respect to some of our
intellectual property rights. We have initiated, and may in the future initiate, oppositions and cancellation proceedings to thwart
third party filings that encroach upon our intellectual property rights. In some cases, litigation may be necessary to protect or
enforce our trademarks and other intellectual property rights. Furthermore, third parties may assert intellectual property claims
against us, and we may be subject to liability, required to enter into costly license agreements, if available at all, required to
rebrand our products and / or prevented from selling some of our products if third parties successfully oppose or challenge our
trademarks or successfully claim that we infringe, misappropriate or otherwise violate their trademarks, copyrights, patents or
other intellectual property rights. Bringing or defending any such claim, regardless of merit, and whether successful or
unsuccessful, could be expensive and time- consuming and have a negative effect on our business, reputation, results of
operations and financial condition. Our brand value and intellectual property represents a significant portion of our goodwill and
intangible assets. Accounting rules require us to review the carrying value of our goodwill and other intangible assets for
impairment annually or whenever events or changes in circumstances indicate that the carrying value of such assets may not be
fully recoverable. If the testing performed indicates that impairment has occurred, we are required to record a non- cash
impairment charge. The testing goodwill and intangible assets for impairment requires us to make estimates that are subject to
significant assumptions. Changes in our estimates, or changes in actual performance compared with these estimates, may affect
the fair value of goodwill or intangible assets, which also may result in an non- cash impairment charge. If a significant amount
of our goodwill and other intangible assets were deemed to be impaired, our financial condition and results of operations could
be materially adversely affected. Significant disruption in our distribution network and ...... add add1t10nal facilities to the
network. We will require significant capital to fund our expanding business yine
we are unable to maintain sufficient levels of cash flow from our operations, we may not be able o execute or sustain our
growth strategy or we may require additional financing, which may not be available to us on satisfactory terms or at all. Our
cash flow from operations may not provide sufficient capital to support our expanding business and execute our growth strategy,
including to pay our lease obligations, build out new stores and distribution centers, remodel our stores, purchase opportunistic
inventory, pay employees competitive wages and pr0V1de beneﬁts continue the ongomg modernlzatlon enhancement and
maintenance of our information systems {inekadin g : esotree-planting-sys

, make loans to I0s and further invest in the busmess Funher our plans to grow our store base may create cash flow pressure if
new locations do not perform as projected. We may need to obtain additional funds through public or private financings,
collaborative relationships or other arrangements. Any equity financing or convertible financing that we may pursue could result
in additional dilution to our existing stockholders and would be subject to capital market conditions at the time of any offering.
Debt financing, if available, would increase our leverage and may involve restrictive covenants that could affect our ability to
raise additional capital or operate our business. Additional financing may not be available to us on attractive terms to us, if at all.
Inability to obtain necessary or desired liquidity could impede our competitive position, business, financial condition and results
of operations and we may need to delay, limit or eliminate planned store openings or operations or other elements of our growth
strategy. We are subject to risks associated with leasing substantial amounts of space, including future increases in occupancy
costs. We currently lease substantially all of our store locations, primary distribution centers and administrative offices
(including our headquarters in Emeryville, California), and a number of these leases expire or are up for renewal each year. Our
operating leases typically have initial lease terms of ten years with renewal options for two or three successive five- year periods
at our discretion. Typically, the largest portion of a store' s operating expense that we bear is the cost associated with leasing the
location. Our total lease payment obligations for all operating leases in existence as of December 3430 , 2622-2023 was $ H7F
132 . 2-6 million for fiscal 2023-2024 and $ 1. 3-4 billion in aggregate for fiscal years 2024-2025 through 26442043 , and these
obligations will increase as we open new stores that are leased. We are also generally responsible for property taxes, insurance




and common area maintenance for our leased properties. If we are unable to make the required payments under our leases, the
lenders or owners of the relevant leased properties, distribution centers or administrative offices may, among other things,
repossess those assets, which could adversely affect our ability to conduct our operations. In addition, our failure to make
payments under our operating leases could trigger defaults under other leases or under our 2023 Credit Agreement (defined
below), which could cause the counterparties under those agreements to accelerate the obligations due thereunder. The operating
leases for our store locations, distribution centers and administrative offices expire at various dates through 264+2043 . When
the lease term for our stores expire, we may be unable to negotiate renewals, either on commercially reasonable terms or at all,
which could cause us to close stores or to relocate stores within a market on less favorable terms. Any of these factors could
cause us to close stores in desirable locations, which could have a material adverse impact on our results of operations. Over
time, current store locations may not continue to be desirable because of changes in demographics within the surrounding area
or a decline in shopping traffic. While we have the right to terminate some of our leases under specified conditions, we may not
be able to terminate a particular lease if or when we would like to do so. If we decide to close stores, we are generally required
to continue to perform obligations under the applicable leases, which generally include paying rent and operating expenses for
the balance of the lease term. When we assign leases or sublease space to third parties, we may have to pay a portion of the rent
and other expenses and we can remain liable on the lease obligations if the assignee or sublessee does not perform. We

Although historically we have not consummated material acquisitions verylimited-expertenee-ecompeting-in-the-growing

entineretatt-marketplace-During-fiseal 202+-and2022-, we recently entered into partnerships-with-three-third-an agreement to
purchase Unlted Grocery Outlet and we perlodlcally con51der acqu1s1t10ns and other transactlons as paﬁ-yx part groeery

financial statements. Hlstorlcally, we have rarely pursued or consummated materlal acqu1s1t10ns, mvestments or ]omt
ventures, although we periodically consider such opportunities as part of our growth strategy to complement our current
business by enhancing our customer base, geographic penetration and scale. On February 14, 2024 we entered into a
stock purchase agreement to acquire United Grocery Outlet, which includes 40 stores in six adjacent states we do not
operate in currently (Tennessee, North Carolina, Georgia, Alabama, Kentucky and Virginia) and a company- operated
distribution center. We expect this transaction to close early in the second quarter of fiscal 2024. Finding and assessing a
potential growth opportunity and completing a transaction involves extensive due diligence, management time and
expense, all of which diverts management' s attention and liquidity that could be applied to our existing core business.
Furthermore, the success of any acquisition, including our pending acquisition of United Grocery Outlet, is dependent,
in part, on our ability to realize the expected benefits from the integration of the acquired businesses or assets. We may
incur unexpected liabilities or make incorrect estimates regarding the planned accounting for acquisitions, such as the
need to record non- recurring charges or write- off of significant amounts of goodwill or other assets that could adversely
affect our results of operations, and we could have unexpected challenges due to the limitations of our due diligence
process or contractual provisions. Further, the integration of acquired businesses is a complex, costly and time-
consuming process that requires significant management attention and resources. It is possible that the integration
process could result in the loss of key employees, the disruption of our operations, inconsistencies in and incompatibility
of information technology and accounting systems, as well as other compliance standards, controls, procedures and
policies, difficulties in achieving anticipated cost savings, synergies, business opportunities and growth prospects from
the acquisition, additional litigation, compliance or regulatory risk (including post- closing disputes with the transaction
parties), the diversion of management’ s attention to integration matters and difficulties in the assimilation of employees
and corporate cultures. We also may be unable to maintain relationships with customers and partners of the acquired
entities, or such transaction could harm our existing business relationships. Further, the historical business model and
strategy of the acquired business and the Company may be materially different, and therefore there may be heightened
risks to operating the acquired business prior to integration, or to the extent certain operations and strategy are not
integrated. Given our limited history in consummating such transactions, the foregoing risks may be heightened due to
our lack of experience in integrating similar businesses. In addition, for significant transactions, we may expect to incur
additional debt, assume contingent liabilities, issue equity and / or increase capital expenditures, which may increase
leverage risks, result in dilution or reduce capital available for other investments in ongoing operations. Further, we
believe that our success depends, in substantial part, on our ability to continue to maintain and enhance our brand. If
any acquisition or investment dilutes or otherwise adversely affects our existing brand, causes brand confusion or
impairs our ability to enhance our brand, our business , financial condition, and results of operations could be adversely
impacted . Natural or man- made disasters, climate change unastual-weather-eondittons-, power outages, major health
epidemics, pandemics, terrorist acts, political events and other serious catastrophic events could disrupt our business, may
expose us to unexpected costs and negatively affect our financial performance. The current concentration of our stores creates an
exposure to local or regional impacts of such events and local economic downturns. Our business has been and could in the
future be severely impacted by natural or man- made disasters and unusual weather conditions (which may become more
frequent due to climate change), power outages, pandemic outbreaks, terrorist acts, global political events and other serious
catastrophic events beyond our control. In the event of a natural or man- made disaster, governments have and, in the future,



may declare a state of emergency and impose regulations on business operations. These occurrences could adversely impact our
business by causing direct asset or inventory losses or physical damage to our distribution centers or our stores, store closures,
reduced customer traffic or changed shopping behaviors, disruptions to production, supply and delivery of products to our stores,
staffing shortages, increased costs or disruptions to our information systems and other systems. With respect to future outbreaks,
to the extent that a pathogen is, or is perceived to be, food- borne, the price and availability of certain food products may be
impacted and could cause our customers to consume less of such product. As of December 34+30 , 2022-2023 , we operated 257
267 stores and distributed product from four distribution centers in California in addition to having our administrative offices in
California, making California our largest market, representing $8-57 % of our total stores. As a result, our business is currently
more susceptible to any unforeseen events or circumstances of the types described above that negatively affect these areas as
well as regional conditions, economic downturns or disruptions, such as changes in demographics, population and employee
bases, wage increases, property tax increases, and changes in economic conditions, than the operations of more geographically
diversified competitors. For example, there have been significant fires across the west coast of the United States from26+8
through2622-over the last several years , causing a number of stores to be closed as well as suffer inventory losses related to
power outages and evacuations. In 2018, our store in Paradise, California, burned down entirely. The frequency and severity of
wildfires may increase in the future due to climate change. The United States and other countries have experienced, and may
experience in the future, major health epidemics related to viruses or other pathogens. Epidemics, or the perception that such
epidemics may occur, may cause people to avoid gathering in public places, which may adversely affect our customer traffic,
our ability and that of our IOs to adequately staff our stores and operations, and our ability to transport product on a timely basis.
Furthermore, the long- term impacts of climate change are expected to be widespread and unpredictable. Climate
change poses both physical risks (posed by extreme weather conditions, drought, and / or rising sea levels), and
transition risks (posed by regulatory changes or reputational risks). These factors could, among other negative
consequences, increase our energy costs, damage our stores or distribution centers, disrupt our supply chain, negatively
impact our workforce or reputation, and increase compliance and technology costs. Any of these faetors-occurrences may
disrupt our business and materially adversely affect our financial condition and results of operations and the occurrence of any of
these events in a region where our stores or other operations are concentrated may increase the impact of such disruption and
adverse effect . We have very limited experience competing in the growing online retail marketplace. During fiscal 2021
and 2022, we entered into partnerships with three third party grocery delivery companies to provide online shopping at
our stores. Certain of our competitors and a number of pure online retailers have established robust online operations
and significantly increased their online sales and presence in recent years. Increased competition from online grocery
retailers and our lack of a robust online retail presence may reduce our customers' desire to purchase products from us.
If we decide to expand our online shopping business, we will be exposed to new risks and challenges. Furthermore, there
can be no assurance that any investments that we make to expand our online shopping capabilities will result in a
positive return on investment. These factors could have a material adverse effect on our business, financial condition and
results of operations . We may incur losses not covered by our insurance or claims may differ from our estimates. Our
insurance coverage may not be sufficient, and any related insurance proceeds may not be timely paid to us. Our insurance
coverage reflects deductibles, self- insured retentions, limits of liability and similar provisions that we believe are reasonable
based on our operations. However, there are types of losses we may incur but against which we cannot be insured or which we
believe are not economically reasonable to insure, such as losses due to acts of war, employee and certain other crime, certain
wage and hour and other employment- related claims, including class actions, actions based on certain consumer protection laws
and some natural and other disasters or similar events. If we incur these losses and they are material, our business could suffer.
Further, injured parties with claims against our [Os may bring actions against us if our IOs failed to secure and retain adequate
insurance. Certain types of events, such as earthquakes or wildfires, may result in sizable losses for the insurance industry and
adversely impact the availability of adequate insurance coverage or result in excessive premium increases. Our retail stores
located in California, and the inventory in those stores, are not currently insured against losses due to earthquakes. We have
experienced significant challenges in renewing the insurance policies for our stores and insurers have incurred substantial losses
related to property claims from fires, floods and other catastrophic events and are significantly increasing policy premiums,
increasing their requirements around building engineering standards or cutting back capacity for coverage offerings to layered /
quota share. For example, there have been significant fires across the west coast of the United States from260+8-through2022
over the last several years . In 2018, our store in Paradise, California, burned down entirely and we have also suffered
inventory losses related to power outages and evacuations due to fires. These risks may be exacerbated in the future due to
climate change. To offset negative insurance market trends, we may elect to increase our self- insurance coverage, accept higher
deductibles or reduce the amount of coverage. We currently self- insure, or insure through captive insurance companies, a
significant portion of expected losses under our workers' compensation, automobile liability and general liability insurance
programs. Unanticipated changes in any applicable actuarial assumptions and management estimates, could result in materially
different expenses than expected under these program% which could have a materlal adverse effect on our re%ult% of operations
and financial Condmon - o8 atran : : ; : :

dlfflCllltleS Could materlally adversely affect our bu%lne%i Employee% at two Company- opelated stores are represented by the



United Food and Commercial Workers Union. Our employees and those of the IOs have the right at any time to form or affiliate
with a union. As we continue to grow, enter different regions and operate distribution centers, unions may attempt to organize
the employees of our different IOs or our distribution centers within certain regions. If we determine to open more Company-
operated stores, we may have additional employees represented by unions. We cannot predict the adverse effects that any future
organizational activities will have on our business, financial condition and operating results. If we or the IOs were to become
subject to work stoppages, we could experience disruption in our operations and increases in our labor costs, either of which
could materially adversely affect our business, financial condition and operating results. ©u-If we or our 1Os are unable to
attract, train and retain qualified employees, our financial performance may be negatively affected. Additionally, our
success depends in part on our executive officers and other key personnel. QOur future growth, performance and positive
customer experience depends on our and the IOs' ability to attract, train, retain and motivate qualified employees who
understand and appreciate our culture and are able to represent our brand effectively and establish credibility with our
business partners and customers. e and the IOs face intense competition for management personnel and hourly
employees. If we and the 1Os are unable to attract and retain adequate numbers of qualified employees, our operations,
customer service levels and support functions could suffer. There is no assurance that we and the 10s will be able to
attract or retain highly qualified employees to operate our business. Additionally, we believe that our success depends to a
significant extent on the skills, experience and efforts of our executive officers and other key personnel. Due to the uniqueness
of our model, the unexpected loss of services of any of our executive officers or other key personnel could have a material
adverse effect on our business and operations. In December 2022, our then Chief Executive Officer transitioned to the role
of Chairman of the Board, and effective March 1, 2024, our Chief Financial Officer will be departing to pursue another
opportunity. There can be no assurance that our executive succession planning, retention or hiring efforts will be
successful. Competition for skilled and experienced management in our industry is intense, and we may not be successful
in attracting and retaining qualified personnel. e do not maintain key person insurance on any of our key personnel.
EffeetiveJanuary+Difficulties associated with the replacement of components of our enterprise resource planning system
caused a material weakness our internal control over financial reporting. If we are unable to remediate the material
weakness in our internal control over financial reporting or if we experience other material weaknesses , it may
negatively impact our ability to meet our reporting obligations and cause investors to lose confidence in our reported
financial information, which in turn could cause the trading price of our common stock to decline. As disclosed in" Item
9A. Controls and Procedures' of this Annual Report on F orm 10 K in connectlon with the preparatlon of financial
statements for fiscal 2023, & cd-Presiden d witg-management
determined that we had a materlal weakness in our internal control over ﬁnanclal reporting pertaining to certain
information technology general computer controls that were insufficient during the retirementreplacement of M-
Hindberg-as-Chief Exeeutive-Offteer-and-his-components of our enterprise resource planning system in late August 2023,
which led to a significant increase in the volume of transitionr-transactions across user access, program change
management, and IT operations for which our existing controls were not designed to address Chairman-of-the Board-.
Fhere-ean-Our remediation efforts began during the fiscal quarter ended December 30, 2023 and are expected to be ne
completed during the current fiscal year ending December 28, 2024. We cannot asstranee---- assure that eur-exeentive
suecesstonplanning; retention-or-hirtng-efforts-the measures we have taken to date and may take in the future will be
sueeessful-Competition-sufficient to remediate the control deficiencies that led to our material weakness for-- or skilted
that we will prevent or avoid potential future material weaknesses. Any weaknesses or deficiencies or any failure to
implement required new or improved controls, or difficulties encountered in the implementation or operation of these
controls, could harm our operating results and cause us to fail to meet our financial reporting obligations, our obligations
under our debt instruments or result in material omissions or misstatements in our financial statements. Any material
weakness (including the material weakness experieneed-- referenced above) and our failure to remediate such material
weakness could have a material adverse effect on our business and financial statements, as well as our reputation and
reduce our stock price. Additionally, material weaknesses could result in litigation or regulatory actions by the SEC or
other regulatory authorities or other dlsputes involving federal and state securities laws, loss of investor confidence, and
d1vers10n of ﬁnancnal and management tn—resources from the operation of our business industry-is-intense;and-we-may-not

g S . Economic conditions and other economic factors may materially
adversely dﬁeu our hndncml perfonnance and other aspects of our business by negatively impacting our customers' disposable
income or discretionary spending, increasing our costs and expenses, affecting our ablllty to plan and execute our strategic
initiatives, and materially adversely affecting our sales, results of operations and performance. General conditions in the United
States and global economy that are beyond our control may materially adversely affect our business and financial performance.
While we have not previously been materially adversely affected by periods of decreased consumer spending, any factor that
could materially adversely affect the disposable income of our customers could decrease our customers' spending and number of
trips to our stores, which could result in lower sales, increased markdowns on products, a reduction in profitability due to lower
margins and may require increased selling and promotional expenses. These factors include but are not limited to
unemployment, minimum wages, significant public health and safety events, inflation and deflation, the threat, outbreak or
escalation of terrorism, military conflicts, or other hostilities and related international sanctions (such as the ongoing Russia-
Ukraine or Middle East eenfliet-conflicts ), trade wars and interest and tax rates. Many of the factors identified above also
affect commodity rates, costs of transportation, leasing, labor, insurance and healthcare, the strength of the U. S. dollar,
measures that create barriers to or increase the costs associated with international trade, changes in laws, regulations and policies
and other economic factors, all of which may impact our cost of goods sold and our selling, general and administrative
expenses, which could materially adversely affect our business, financial condition and results of operations. These factors




could also materially adversely affect our ability to plan and execute our strategic initiatives, invest in and open new stores,
prevent current stores from closing, and may have other material adverse consequences which we are unable to fully anticipate
or control, all of which may materially adversely affect our sales, cash flow, results of operations and performance. We have
limited or no ability to control many of these factors. Food retailers provide alternative options for consumers and compete
aggressively to win those consumers; our failure to offer a compelling value proposition to consumers could limit our growth
opportunities. The retail food industry includes mass and discount retailers, warehouse membership clubs, online retailers,
conventional grocery stores and specialty stores. These businesses provide alternative options for the consumers whom we aim
to serve. Our success relative to these retailers is driven by a combination of factors, primarily product selection and quality,
price, location, customer engagement and store format. Our success depends on our ability to differentiate ourselves and provide
value to our customers, and our failure to do so may negatively impact our sales. To the extent that other food retailers lower
prices or run promotions, our ability to maintain profit margins and sales levels may be negatively impacted. We and the 10s
may have to increase marketing expense to attract customers, and may have to mark down prices to be competitive and not lose
market share. This limitation may materially adversely affect our margins and financial performance. Competition for customers
has intensified as other discount food retailers, such as Aldi, Lidl and WinCo have moved into, or increased their presence in, our
geographic and product markets. We expect this competition to continue to increase. In addition, we experience high levels of
competition when we enter new markets. Some of the other food retailers may have been in the region longer and may benefit
from enhanced brand recognition in such regions. Some food retailers may have greater financial or marketing resources than the
10s do and may be able to devote greater resources to sourcing, promoting and selling their products than the 10s. As
competition in certain regions intensifies, or we move into new regions or other food retailers open stores in close proximity to
our stores, we may experience a loss of sales, decrease in market share, reduction in margin from competitive price changes or
greater operating costs. If consumer trends move toward private label and away from name- brand products, our competitive
position in the market may weaken. Additionally, our private label brands may not be successful and may increase certain
risks that we face. Our business model has traditionally relied on the sale of name- brand products at meaningful discounts te
drive frequent store visits and net sales . Consumer acceptance of, and even preference for, private label products has been
increasing, however, and a trend away from name- brand products could weaken our competitive position in the market. Private
label products tend to be lower priced than name- brand products and, as a result, we may have more difficulty competing
against private label products on the basis of price. While we may-have started to invest mere-in-the-futare-in developing and
selling our own private labels, there can be no assurance that the performance of any such private label products would be
sufficient to offset the potential decreased sales of name- brand products. In addition, #-as we invest in expanding-and deploy
our private label products, we swilneed-are subjected to various new risks and regulations including product liability
claims, claims related to product labeling, claims related to rights of third parties and other risks associated with entities
that source, sell and make-market exclusive private label offerings for retailers signifieantinvestments-inr-developing
effeetive-quatity-eontrotproeedures-. Any failure to appropriately address some or all of these risks could have a material
adverse effect on our sales, business, results of operations and financial condition .If we are unable to attract and retain
qualified IOs,our financial performance may be negatively affected.Our future growth and performance depend on our
ability to attract,develop and retain qualified IOs who understand and appreciate our culture and are able to represent our
brand effectively,in particular because the vast majority of our IOs operate a single store.A material decrease in profitability of

the 10s may make it more dlfﬁcult for us to attract and retain qualified 10s -Gur—fe}aﬁenshtp—“ﬁfh—fhe—IGs—t&&ﬂ—rmpeﬁaﬁt—p&ﬁ—ef

; ; Whlle we use a variety of
methods to attract and develop the IOs 1nclud1ng through our Asplrlng Operators in Tralnlng (" AOT") program,there can be no
assurance that we will continue to be able to recruit and retain a sufficient number of qualified AOTs and other candidates to
open successful new locations in order to meet our growth targets.Our ability to maintain our current performance and achieve
future growth additionally depends on the 10s' ability to meet their labor needs while controlling wage and labor- related
costs . If the IOs are not successful in managing their business, our financial results and brand image could be negatively
affected. The financial health and operational effectiveness of the 10s is critical to their and our success. The 10s are business
entities owned by entrepreneurs who generally live in the same community as the store that they operate as our independent
contractor. IOs are responsible for operating their store consistent with our brand standards, hiring and supervising store- level
employees, merchandising and selling products, conducting local marketing, connecting with their community and complying
with applicable laws, and managing and paying the expenses associated with their business. Although we select IOs through a
rigorous vetting and training process, and continue to help 10s develop their business skills after they enter into an Operator
Agreement with us, it is difficult to predict in advance whether a particular IO will be successful. If an 1O is unable to
successfully establish, manage and operate the store, their store' s performance and quality of service could be materially
adversely affected. In addition, any poor performance could negatively affect our financial results and our brand reputation.
Failure of the IOs to repay notes outstanding to us may materially adversely affect our financial performance. We extend
financing to 1Os for their initial startup costs in the form of notes payable to us that bear interest at rates between 3-5 . 86-50 %
and 9. 95 %. There can be no assurance that any 10, will achieve long- term store volumes or profitability that will allow them to
repay any amounts due nor is there any assurance that any 10 will be able to repay amounts due through other means. The
outstanding aggregate balance of notes receivable from IOs has increased over time as we have accelerated new store growth
combined with increases to 1n1t1al 10 capltal and Worklng capital requ1rements This balance may Contlnue to 1ncrease as we
open new stores.
netes— T here were $ 41. 1 mllllon and $ 37 5 ﬂa-rl-l-teﬁ—aﬁd—$—34€—mllhon of notes to IOs outstandmg as of December 30 2023
and December 3| ;- 2022-andJantary1—, 2022, respectively, with allowances of § 43-11 . 2 million and $ H-13 . 3-2 million as




of December 30, 2023 and December 3 1, 2022 andJanaary+-2622-, respectively . If we are unable to attract...... controlling
wage and labor- related costs|. If the IOs are unable to avoid excess inventory shrink, our business and results of operations may
be adversely affected. The I0s order merchandise solely from us, which we, in turn, deliver to IOs on a consignment basis. As a
result, we retain ownership of all merchandise until the point in time that merchandise is sold to a customer. The 10s, however,
are responsible for inventory management at their stores. Any spoiled, damaged or stolen merchandise, markdowns or price
changes impact gross profit and, therefore, IO commission. We generally split these losses equally with IOs, however, excessive
levels of shrink are deducted from commissions paid to IOs. Excessive shrink generally indicates poor inventory management
and the 10’ s failure to use due care to secure their store against theft. If IOs were to not effectively control or manage inventory
in their stores, they could experience higher rates of inventory shrink which could have a material adverse effect on their
financial health, which in turn, may materially and adversely affect our business and results of operations. Our Operator
Agreements may be terminated by either party and upon short notice, and any loss or changeover of an IO may cause material
business disruptions. Each Operator Agreement is subject to termination by either party without cause upon 75 days' notice. We
may also terminate immediately" for cause." The" for cause" termination triggers include, among other things, a failure to meet
our brand standards, misuse of our trademarks and actions that in our reasonable business judgment threaten to harm our business
reputation. If we or an 1O terminates the Operator Agreement then we must approve a new 1O for that store. Any 10
changeover consumes substantial time and resources. Often, a changeover will involve more than one transition, as an IO may
move from an existing store, thereby creating an opening at the I0' s previous store. A failure to transition a store successfully to
another 10 can negatively impact the customer experience or compromise our brand standards. Termination of an Operator
Agreement could therefore result in the reduction of our sales and operating cash flow, and may materially adversely affect our
business, financial condition and results of operations. Legal proceedings initiated against the IOs could materially impact our
business, reputation, financial condition, results of operations and cash flows. We and the 1Os are subject to a variety of
litigation risks, including, but not limited to, individual personal injury, product liability, intellectual property, employment-
related actions, litigation with or involving our relationship with IOs and property disputes and other legal actions in the ordinary
course of our respective businesses. If the IOs are unable to provide an adequate remedy in a legal action, the plaintiffs may
attempt to hold us liable. We maintain that under current applicable laws and regulations we are not joint employers with the
10s, and should not be held liable for their actions. However, these types of claims may increase costs and affect the scope and
terms of insurance or indemnifications we and the I0s may have. Our Operator Agreements require each IO to maintain certain
insurance types and levels. Losses arising from certain extraordinary hazards, employment matters or other matters, however,
may not be covered, and insurance may not be available (or may be available only at prohibitively expensive rates) with respect
to many other risks, or IOs may fail to procure the required insurance. Moreover, any loss incurred could exceed policy limits
and policy payments made to IOs may not be made on a timely basis. Any legal actions against the IOs may negatively affect
the reputation of our brand, which could result in a reduction of our sales and operating cash flow, which could be material and
which could adversely affect our business, financial condition and results of operations. In the past, certain business models that
use independent contractors to sell directly to customers have been subject to challenge under various laws, including laws
relating to franchising, misclassification and joint employment. If our business model is determined to be a franchise, if IOs are
found not to be independent contractors, but our employees, or if we are found to be a joint employer of an 10" s employees, our
business and operations could be materially adversely affected. The 1Os are independent contractors. Independent contractors
and the companies that engage their services have come under increased legal and regulatory scrutiny in recent years as courts
have adopted new standards for these classifications and federal legislators continue to introduce legislation concerning the
classification of independent contractors as employees, including legislation that proposes to increase the tax and labor penalties
against employers who intentionally or unintentionally misclassify employees as independent contractors and are found to have
violated employees' overtime or wage requirements. Federal and state tax and other regulatory authorities and courts apply a
variety of standards in their determination of independent contractor status. For example, the California state legislature enacted
AB- 5, which became effective in California on January 1, 2020. AB- 5 codified a new test for determining worker classification
that is much narrower than the traditional standard in defining the scope of who is classified as an independent contractor. There
has been limited guidance to date regarding interpretation or enforcement, and there is a significant degree of uncertainty
regarding its application. In addition, AB- 5 has been the subject of widespread national discussion and it is possible that other
jurisdictions may enact similar laws. There is a risk that a governmental agency or court could disagree with our assessment that
1Os are independent contractors or that other laws and regulations could change. If any 10s were determined to be our
employees, we would incur additional exposure under federal and state tax, workers' compensation, unemployment benefits,
labor, employment, environmental and tort laws, which could potentially include prior periods, as well as potential liability for
employee benefits and tax withholdings. Even if IOs are properly classified as independent contractors, there is a risk that a
governmental agency or court might disagree with our assessment that each IO is the sole employer of its workers and seek to
hold us jointly and separately responsible as a co- employer of an IO' s workers. In this case, we would incur additional
exposure under federal and state tax, workers' compensation, unemployment benefits, labor, employment and tort laws, which
could potentially include prior periods, as well as potential liability for employee benefits and tax withholdings since joint
employers are each separately responsible for their co- employees' benefits. A misclassification ruling would mean that both IOs
and [Os' employees are our employees. We continue to observe and monitor our compliance with current applicable laws and
regulations, but we cannot predict whether laws and regulations adopted in the future, or standards adopted by the courts,
regarding the classification of independent contractors will materially adversely affect our business or operations. Further, if we
were to become subject to franchise laws or regulations, it would require us to provide additional disclosures, register with state
franchise agencies, impact our ability to terminate our Operator Agreements and may increase the expense of, or adversely
impact our recruitment of new 1Os. Our success depends on our ability to maintain positive relationships with the I0s and any



failure to maintain our relationships on positive terms could materially adversely affect our business, reputation, financial
condition and results of operations. The 10s develop and operate their stores under terms set forth in our Operator Agreements.
These agreements give rise to relationships that involve a complex set of mutual obligations and depend on mutual cooperation
and trust. We have a standard Operator Agreement that we use with the 10s, which contributes to uniformity of brand standards.
We generally have positive relationships with the 10s, based in part on our common understanding of our mutual rights and
obligations under the Operator Agreement. However, we and the I0s may not always maintain a positive relationship or always
interpret the Operator Agreement in the same way. Our failure to maintain positive relationships with the 10s could individually
or in the aggregate cause us to change or limit our business practices, which may make our business model less attractive to the
10s or stockholders or more costly to operate. Active and / or potential disputes with I0s could damage our brand image and
reputation. The success of our business depends in large part on our ability to maintain IOs in profitable stores. If we fail to
maintain our IO relationships on acceptable terms, or if one or more of the more profitable IOs were to terminate their Operator
Agreements, become insolvent or otherwise fail to comply with brand standards, our business, reputation, financial condition
and results of operations could be materially and adversely affected. The IOs could take actions that could harm our business.
The IOs are contractually obligated to operate their stores in accordance with the brand standards set forth in the Operator
Agreements. However, 1Os are independent contractors whom we do not control. The 10s operate and oversee the daily
operations of their stores and have sole control over all of their employees and other workforce decisions. As a result, IOs make
decisions independent of us that bear directly on the ultimate success and performance of their store. Nevertheless, the nature of
the brand license creates a symbiotic relationship between our outcome and each 10. Indeed, because we and each of the 10s
associate our separate businesses with the Grocery Outlet name and brand reputation, the failure of any 10 to comply with our
brand standards could potentially have repercussions that extend beyond that IO' s own market area and materially adversely
affect not only our business, but the business of other I0s and the general brand image and reputation of the Grocery Outlet
name. This, in turn, could materially and adversely affect our business and operating results. If any particular IO operates a store
in a manner inconsistent with our brand standards, we cannot assure you that we will be able to terminate the Operator
Agreement of that IO without disruptions to the operations and sales of that IO' s store or other stores. Risks Related to Our
Information Technology Systems, Data Protection and Cybersecurity We modify, update and replace our systems and
infrastructure from time to time, including by adding new hardware, software and applications; maintaining, updating
or replacing legacy programs; converting to global systems; integrating new service providers; and adding enhanced or
new functionality, such as cloud computing technologies. In late August 2023, we replaced components of our enterprise
resource planning system, including our financial ledger, inventory management platform and product data warehouse
system. The implementation of these system upgrades resulted in more than anticipated ordering and inventory
disruptions during the remainder of fiscal 2023. These disruptions are estimated to have negatively impacted comparable
store sales by approximately 90 basis points and gross margin by 50 basis points in fiscal 2023. These implementation
issues also contributed to our material weakness in our internal control over financial reporting, as discussed in'" Item
9A. Controls and Procedures' of this Annual Report on Form 10- K. If we experience ongoing disruptions with these
updates and / or are unable to remediate our material weakness in the future, such events could have a material adverse
effect on our business, prospects, results of operations, financial condition and / or cash flows. Further, the time and
resources required to implement or optimize the benefits of new technology initiatives, or potential issues that arise in
implementing such initiatives, could reduce the efficiency of our operations in the short term. The efficient operation and
successful growth of our business depends upon our information systems, including our ability to operate, maintain and
develop them effectively. A failure of those systems could disrupt our business, subject us to liability, damage our
reputation, or otherwise impact our financial results. Any failure to maintain the security of information we hold relating to
personal information or payment card data of our customers, employees and suppliers, whether as a result of cybersecurity
attacks or otherwise, could subject us to litigation, government enforcement actions and costly response measures, and could
materially disrupt our operations and harm our reputation and sales. In the ordinary course of business, we and the 10s collect,
store, process, use and transmit confidential business information and certain personal information relating to customers,
employees and suppliers. All customer payment data is encrypted, and we do not store such data in our systems. We rely in part
on commercially available systems, software, hardware, services, tools and monitoring to provide security for collection,
storage, processing and transmission of personal and / or confidential information. It is possible that cyber attackers might
compromise our security measures and obtain the personal and / or confidential information of the customers, employees and
suppliers that we hold or our business information. Moreover, an employee, contractor or third party with whom we work or to
whom we outsource business operations may fail to monitor their or our systems effectively, may fail to maintain appropriate
safeguards, may misuse the personal and / or confidential information to which they have access, may attempt to circumvent our
security measures, may purposefully or inadvertently allow unauthorized access to our or their systems or to personal and / or
confidential information or may otherwise disrupt our business operations. We and our customers could suffer harm if valuable
business data or employee, customer and other proprietary information were corrupted, lost or accessed or misappropriated by
third parties due to a security failure in our systems or those of our suppliers or service providers. It could require significant
expenditures to remediate any such failure or breach, severely damage our reputation and our relationships with customers and
suppliers , result in unwanted media attention and lost sales and expose us to risks of litigation and liability. In addition, as a
result of recent security breaches and ransomware attacks at a number of prominent retailers, the media and public scrutiny of
information security and privacy has become more intense and the regulatory environment has become increasingly uncertain,
rigorous and complex. As with most companies, we have experienced cyber- attacks, attempts to breach our systems and other
similar incidents, none of which were material in fiscal 2022-2023 . As a result, we have incurred significant costs and will
continue to incur such costs to monitor and safeguard our systems. We may incur significant costs if there is an unauthorized



disclosure of personal information and we may not be able to comply with new regulations. In addition, various federal, state
and foreign legislative and regulatory bodies, or self- regulatory organizations, may expand current laws or regulations, enact
new laws or regulations or issue revised rules or guidance regarding privacy, data protection, information security and consumer
protection. For example, the California Consumer Privacy Act (" CCPA"), which became effective on January 1, 2020,
established a new privacy framework for covered businesses. In November 2021, California voters passed Proposition 24, also
known as the California Privacy Rights Act (" CPRA"), which amends and expands the CCPA. The CCPA and CPRA provide
new and enhanced data privacy rights to California residents, such as giving California consumers and employees the right to
access and / or delete their personal information, affording consumers and employees the right to opt out of certain sales of
personal information, as well as sharing for cross context behavioral advertising, and prohibiting covered businesses from
discriminating against consumers (e. g., charging more for services) for exercising any of their CCPA / CPRA rights. The CPRA
went into effect January 1, 2023 and added definitions for" sensitive information" as well as" contractors," and bolstered the
requirements for agreements that cover the exchange of data. CPRA also established a California Privacy Protection Agency,
which is responsible for enforcement activities, rulemaking, and public awareness related to privacy and data protection. Any
failure to comply with the laws and regulations surrounding the protection of personal information, privacy and data security
could subject us to legal and reputational risks and costs, including significant fines for non- compliance, any of which could
have a negative impact on revenues and profits. Because we and the 10s accept payments using a variety of methods, including
cash and checks, credit and debit cards, Electronic Benefit Transfer (" EBT") cards and gift cards, we may be subject to
additional rules, regulations, compliance requirements and higher fraud losses. For certain payment methods, we or the 10s pay
interchange and other related card acceptance fees, along with additional transaction processing fees. We and the 10s rely on
third parties to provide payment transaction processing services, including the processing of credit cards, debit cards, EBT cards
and gift cards, and it could disrupt our business if these companies become unwilling or unable to provide these services to us,
experience a data security incident or fail to comply with applicable laws, rules and industry standards. We are also subject to
payment card association operating rules, including data security rules, certification requirements and rules governing electronic
funds transfers, which could change over time. For example, we and the IOs are subject to Payment Card Industry Data Security
Standards, which contain compliance guidelines and standards with regard to our security surrounding the physical and
electronic storage, processing and transmission of individual cardholder data. In addition, if our internal systems are breached or
compromised, we and the IOs may be liable for card re- issuance costs, subject to fines and higher transaction fees and lose our
ability to accept credit and / or debit card payments from our customers, and our business and operating results could be
materially adversely affected. Security breaches and other disruptions to our information technology networks and systems,
including a disruption related to cybersecurity, could interfere with our operations and the operations of the I0s and our
suppliers, any of which could have a material adverse effect on our business and financial performance. Cyber- attacks are
rapidly evolving and becoming more frequent. Such threats and the means for obtaining access to information in digital and
other storage media are becoming increasingly sophisticated and may not immediately produce signs of intrusion. A cyber
incident could be caused by malicious outsiders (including state- sponsored espionage or cyberwarfare) or insiders using
sophisticated methods to circumvent firewalls, encryption and other security defenses. Because techniques used to obtain
unauthorized access or to sabotage systems change frequently and generally are not recognized until they are launched against a
target, we may be unable to anticipate these techniques or to implement adequate preventative measures. With more employees
working remotely at times, there may be increased opportunities for unauthorized access and cyber- attacks. Further, the United
States government has warned of the potential risk of Russian cyberattacks stemming from the ongoing Russian- Ukraine
conflict. It is possible that cyber attackers might compromise our security measures and obtain the personal and / or confidential
information of the customers, 10s, employees and suppliers that we hold or our business information. Moreover, such cyber-
attacks may disrupt access to our and / or our suppliers' networks and systems. Such disruptions could result in delays or
cancellations of customer orders or delays or interruptions in the shipment of orders. In addition, cyber- attacks may cause us to
incur significant remediation costs, result in delays and disruptions to key business operations, and divert attention of
management and key information technology resources. These cyber- incidents could also subject us to liability, expose us to
significant expense, and cause significant harm to our reputation and our business. We rely on the integrity, security and
consistent operation of a variety of information technology systems and back- up systems for the efficient functioning of our
business, including point of sale, inventory management, purchasing, financials, logistics, accounts payable and human
resources information systems. Such systems are subject to damage or interruption from power outages, facility damage,
computer and telecommunications failures, computer viruses, cybersecurity breaches, cyber attacks (including malicious codes,
worms, phishing and denial of service attacks and ransomware), software upgrade failures or code defects, natural disasters and
human error. Damage or interruption to, or defects of design related to, these systems or the integration of such systems may
require a significant investment to fix or replace, and we may suffer disruptions in our operations in the interim, loss or
corruption of critical data and negative publicity, all of which could have a material adverse effect on our business or results of
operations. Although we have taken steps designed to reduce the risk of these events occurring, there can be no guarantee that
we or a third party on which we rely will not suffer one of these events. While we maintain cyber risk insurance intended to
provide coverage in the event of a breach or other data security incident, there can be no assurance that these policies will cover
all incidents that might occur or that the coverage limits under such policies will be adequate for any incidents, claims or
damages that we might experience. Additionally, we are exposed to vulnerabilities with respect to our IO' s information
technology systems. Any-matertal-ehaleng difftenlttes-in-matntatning existing melading




products we and the 10s sell could cause unexpected 51de effects 1llness injury or death could expose us to lawsuits and harm
our reputation, which could result in unexpected costs. As discussed under" Regulations" in " Item +1 . Business " , we and the
1Os are subject to regulation by various federal agencies. If our products do not meet applicable safety standards or our
customers' expectations regarding safety, we could experience lost sales, increased costs, litigation or reputational harm. Any
lost confidence on the part of our customers would be difficult and costly to reestablish. Issues regarding the quality or safety of
any food items sold by us, regardless of the cause, could have a substantial and adverse effect on our sales and operating results,
as well as our reputation. There is increasing governmental scrutiny, regulation of and public awareness of food safety.
Unexpected side effects, illness, injury or death caused by products we and the 10s sell or involving suppliers that supply us
with products could result in the discontinuance of sales of these products or our relationship with such suppliers or prevent us
from achieving market acceptance of the affected products. We cannot be sure that consumption or use of our products will not
cause side effects, illness, injury or death in the future, as product deficiencies might not be identified before we sell such
products to our customers. We also may be subject to claims, lawsuits or government investigations relating to such matters
resulting in costly product recalls and other liabilities that could materially adversely affect our business and results of
operations. Even if a product liability claim is unsuccessful or is not fully pursued, negative publicity could materially adversely
affect our reputation with existing and potential customers and our corporate and brand image, and these effects could persist
over the long term. Any claims brought against us may exceed our existing or future insurance policy coverage or limits. Any
judgment against us that is in excess of our policy limits would have to be paid from our cash reserves, which would reduce our
capital resources. Further, we may not have sufficient capital resources to pay a judgment, in which case our creditors could levy
against our assets. We are subject to laws and regulations generally applicable to retailers. Compliance with, failure to comply
with, or changes to such laws and regulations could have a material adverse effect on our business and financial performance.
Our business is subject to numerous and frequently changing federal, state and local laws and regulations. We routinely incur
significant costs in complying with these regulations. The complexity of the regulatory environment in which we and the 10s
operate and the related cost of compliance are increasing due to additional legal and regulatory requirements, our expanding
operation and increased enforcement efforts and the future application of certain of these legal requirements to our business may
be uncertain. New or existing laws, regulations and policies, liabilities arising thereunder and the related interpretations and
enforcement practices, particularly those dealing with environmental protection and compliance, climate change, wage and hour
and other employment- related laws, taxation, zoning and land use, workplace safety, public health, community right- to- know,
product safety or labeling, food safety, alcohol and beverage sales, vitamin and supplements, information security and privacy,
among others, may result in significant added expenses or may require extensive system and operating changes that may be
difficult to implement and / or could materially increase our cost of doing business. For example, we or the 10s have had to
comply with recent new laws in many of the states or counties in which we operate regarding recycling, waste, minimum wages,
sick time, vacation, plastic bag and straw bans and sugar taxes. In addition, we and the IOs are subject to environmental laws,
including but not limited to hazardous waste laws, regulations related to refrigeration and stormwater, pursuant to which we and /
or the IOs could be liable or to which we could be strictly and jointly and severally liable, regardless of our knowledge of or
responsibility. Approximately 43-11 % of sales are-in fiscal 2023 were in the form of EBT payments and a substantial portion of
these payments may be related to benefits associated with the Supplemental Nutritional Assistance Program (" SNAP").
Accordingly, changes in EBT regulations by the U. S. Department of Agriculture or in SNAP benefits by Congress could
adversely affect our financial performance. The registration and ongoing compliance requirements for SNAP participation are
fairly complex and each of the IOs holds their registration under the name of their business entity and is responsible for ensuring
their employees consistently comply with all SNAP rules. Failure to comply can result in de- registration by USDA which, for
stores located in areas with high percentages of SNAP customers, can have a significant negative financial impact. We cannot
assure you that we or the I0s will comply promptly and fully with all laws, regulations, policies and the related interpretations
that apply to our stores. Untimely compliance or noncompliance with applicable regulations or untimely or incomplete execution
of a required product recall, can result in the imposition of penalties (including loss of licenses, eligibility to accept certain
government benefits such as SNAP or significant fines or monetary penalties), civil or criminal liability, damages, class action
litigation or other litigation, in addition to reputational damage. Even with adequate insurance and indemnification, any claims
of non- compliance could significantly damage our reputation and consumer confidence in products we sell. In addition, the
failure of such products to comply with applicable regulatory and legislative requirements could prevent us from marketing the



products or require us to recall or remove such products from our stores. Legal proceedings from customers, suppliers,
employees, governments or competitors could materially impact our business, reputation, financial condition, results of
operations and cash flows. From time to time, we are subject to allegations, and may be party to legal claims and regulatory
proceedings, relating to our business operations. Such allegations, claims and proceedings may be brought by third parties,
including our customers, suppliers, employees, governmental or regulatory bodies or competitors, and may include class actions.
In recent years, companies have experienced an increase in the number of significant discrimination and harassment and wage
and hour claims generally. The outcome of litigation, particularly class action lawsuits, is difficult to assess or quantify.
Plaintiffs in these types of lawsuits may seek recovery of very large or indeterminate amounts, and the magnitude of the
potential loss relating to such lawsuits may remain unknown for substantial periods of time. While our IOs and suppliers may
indemnify us for certain adverse outcomes, we may still bear significant expenses related to such proceedings. Risks Associated
with Our Indebtedness Our substantial indebtedness could materially adversely affect our financial condition and our ability to
operate our business, react to changes in the economy or industry or pay our debts and meet our obligations under our debt and
could divert our cash flow from operations for debt payments. We As-of February24;2623;-we-entered into a new Credit
Agreement on February 21, 2023 (the" 2023 Credit Agreement") under which we had-have a significant amount of
indebtedness eempﬁrsed—eﬁe’cai—beﬁewmgs—e%%%—@-mﬂ-l—hﬁn— The 2023 Credit Agreement provides for senior secured credit
facilities consisting of (i) a senior secured term loan facility of $ 300. 0 million, of which $ 294. 4 million was outstanding fuHy
drawnras of suehdate-December 30, 2023 , and (ii) a senior secured revolving credit facility of $ 400. 0 million, efunder which
we had $ 25-395 . 6-8 million was-drawn-as-of sueh-date-availability after giving effect to outstanding letters of credit . In
addition, subject to limited restrictions in our 2023 Credit Agreement, we may be able to incur substantial additional debt in the
future. Our substantial debt could have important consequences to you, including the following: ¢ it may be difficult for us to
satisfy our obligations, including debt service requirements under our outstanding debt, resulting in possible defaults on and
acceleration of such indebtedness; « we may be unable to obtain additional financing or refinance our existing debt on
commercially reasonable terms, or at all; ¢ a substantial portion of cash flow from operations may be dedicated to debt
payments, reducing cash available to fund operations, capital expenditures, business opportunities, acquisitions and other
purposes; * we may need to refinance our debt, sell material assets or operations or raise additional debt or equity capital to
service our debt and meet our other commitments; ® we are more vulnerable to economic downturns and adverse industry
conditions and our flexibility to plan for, or react to, changes in our business or industry is more limited; and * our ability to
capitalize on business opportunities and to react to competitive pressures, as compared to our competitors, may be compromised.
Our ability to make payments on our debt and to fund planned capital expenditures depends on our ability to generate cash in the
future, which to some extent is subject to general economic, financial, competitive, legislative, regulatory and other factors that
are beyond our control. If we incur additional debt above the levels currently in effect, including utilizing the availability under
our revolving credit facility, the risks associated with our leverage, including those described above, would increase.
Furthermore, all of our debt under our 2023 Credit Agreement bears interest at variable rates. If these rates were to increase
significantly, as they did in fiscal 2022, whether because of an increase in market interest rates or otherwise, our ability to
borrow additional funds may be reduced and the risks related to our substantial debt would intensify. Restrictive covenants in
our 2023 Credit Agreement may restrict our ability to pursue our business strategies, and failure to comply with any of these
restrictions could result in acceleration of our debt. The operating and financial restrictions and covenants in our 2023 Credit
Agreement may materially adversely affect our ability to finance future operations or capital needs or to engage in other business
activities. Such restrictions and covenants limit our ability, among other things, to:  incur additional debt or issue certain
preferred shares; ¢ pay dividends on or make distributions in respect of our common stock or make other restricted payments; *
make certain investments; ¢ sell certain assets; * create liens on certain assets to secure debt; * consolidate, merge, sell or
otherwise dispose of all or substantially all of our assets; * make certain payments in respect of certain junior debt obligations; ¢
enter into certain transactions with our affiliates; and * designate our subsidtaries-subsidiary as an unrestricted substdiaries
subsidiary . A breach of any of these covenants could result in a default under our 2023 Credit Agreement. Upon the
occurrence of an event of default under our 2023 Credit Agreement, the lenders could elect to declare all amounts outstanding
under our 2023 Credit Agreement to be immediately due and payable and terminate all commitments to extend further credit. If
we were unable to repay those amounts, these lenders could proceed against the collateral granted to them to secure that
indebtedness. We have pledged a significant portion of our assets as collateral to secure our 2023 Credit Agreement. Our future
operating results may not be sufficient to enable compliance with the financial performance covenants in our 2023 Credit
Agreement, and we may not have sufficient assets to repay amounts outstanding under our 2023 Credit Agreement. In addition,
in the event of an acceleration of our debt upon a default, we may not have or be able to obtain sufficient funds to make any
accelerated payments. Furthermore, the terms of any future indebtedness we may incur could have further additional restrictive
covenants. We may not be able to maintain compliance with these covenants in the future, and in the event that we are not able
to maintain compliance, we cannot assure you that we will be able to obtain waivers from the lenders or amend the covenants.
Tax matters, including changes in tax laws, our ability to use deferred tax assets, and the impact of tax audits, could have a
material adverse effect on our business, financial condition and results of operations. We are subject to taxes in the United States
under federal, state and local jurisdictions in which we operate. We compute our income tax provision based on enacted federal
and state tax rates. The governing tax laws and applicable tax rates vary by jurisdiction and are subject to interpretation and
macroeconomic, political and other factors. For example, the results of U. S. Presidential and Congressional elections may lead
to tax law changes. Further, the ultimate amount of tax payable in a given financial statement period may be impacted by
sudden or unforeseen changes in tax 1aws changes in the mix and level of earnings by taxmg Jurlsdlctlon or changes to ex1st1ng
aceountlng rules or regulatlons - eInflation ction—= i :




Accordingly, the deterrnination of our overall provision for income

tax and other taxes is 1nherently uncertain as it requires significant judgement around complex transactions and calculations. As
a result, fluctuations in our ultimate obligations may differ materially from amounts recorded in our financial statements and
could adversely affect our business, financial condition and results of operations in the periods where such determination is
made. In addition, eertain-an increasing number of states and local jurisdictions are considering or have approved-orpropesed
gfess—reeetpt—adopted laws that i 1mpose new tax measures, 1nclud1ng revenue- based taxes and other tax measures —For

Should similar tax measures succeed in other jurisdictions in which we operate, we expect that our operating expenses wotld
will increase. As of December 34-30 , 2622-2023 , we had tax- effected Federal and State net operating loss deferred tax assets
of $ 45-30 . 3-4 million and $ 3—1 . 4 million, respectively. Our ability to use our deferred tax assets is dependent on our ability
to generate future earnings within the operating loss carry forward periods The 9f—t-he—$ 45—30 3—4 million tax effected
Federal deferred tax asset : ot

will carryforward indefinitely. The tax effected State deferred tax asset—assets of $ 1. 4 mllllon Will expire beglnning in 2625
2029 . Some or all of our deferred tax asset could expire unused if we are unable to generate taxable income in the future
sufficient to utilize the deferred tax asset, or we enter into transactions that limit our right to use it. If a material portion of our
deferred tax asset expires unused, it could have a material adverse effect on our future business, results of operations, financial
condition and the value of our common stock. Furthermore, we are required by accounting rules to periodically assess our
deferred tax assets for a valuation allowance, if necessary. In performing these assessments, we use our historical financial
performance to determine whether we have potential valuation allowance concerns and as evidence to support our assumptions
about future financial performance. A significant decline in our financial performance could negatively affect the results of our
assessments of the recoverability of our deferred tax assets. A valuation allowance against our deferred tax assets could be
material and could have a material adverse impact on our financial condition and results of operations. We may be subject to
examinations in the future by federal, state and local authorities on income, employment, sales and other tax matters which may
result in assessments of additional taxes. Various tax authorities may disagree with tax positions we take and if any such tax
authorities were to successfully challenge one or more of our tax positions, the results could adversely affect our financial
condition. We may engage in litigation regarding such matters, which may be time consuming and expensive and may not be
successful. While we regularly assess the likelihood of adverse outcomes resulting from such examinations and the adequacy of
our provision for taxes, there can be no assurance that such provision is sufficient and that a determination by a tax authority
would not have an adverse effect on our business, financial condition and results of operations. Changes in accounting rules or
interpretations thereof, changes to underlying legal agreements as well as other factors applicable to our analysis of the IO
entities as variable interest entities could significantly impact our ability to issue our financial statements on a timely basis. In
accordance with the variable interest entities sub- section of Accounting Standards Codification Topic 810, Consolidation, we
assess during each of our reporting periods whether we are considered the primary beneficiary of a variable interest entity ("
VIE") and therefore are required to consolidate the VIE in our financial statements. We have concluded that the 1O entities
represent VIEs. However, we have concluded we are not such VIE' s primary beneficiary and, accordingly, we do not
consolidate the IO entities' financial information. Changes in accounting rules or interpretations thereof, changes to the
underlying Operator Agreements (as defined elsewhere in this report) as well as other factors that may impact the economic
performance of the 10 entities which may be relevant to our analysis of whether to consolidate the IO entities as VIEs could
significantly impact our ability to issue our financial statements on a timely basis if, as a result, we are determined to be the
primary beneficiary of the 10 entities and should consolidate such entities. For example, collecting the requisite accounting data
from certain of our IO entities in order to consolidate their financial information would involve substantial time, effort and cost.
Our quarterly operating results fluctuate and may fall short of prior periods, our projections or the expectations of securities
analysts or investors. The market price of our common stock has been volatile and may continue to fluctuate substantially, due
to fluctuations in our operating results or otherwise, which could result in substantial losses for purchasers of our common stock.
Our operating results have fluctuated from quarter to quarter at points in the past and they may do so in the future. Therefore,
results of any one fiscal quarter are not a reliable indication of results to be expected for any other fiscal quarter or for any year.
If we fail to control costs, appropriately adjust costs to actual results, increase our results over prior periods, achieve our
prOJected results, or meet the expectations of securities analysts or investors, our stock price may decline, and the decrease in the
stock price may be disproportionate to the shortfall in our financial performance During Sinee-the-beginning-efour2022-fiscal
year-through-Deeember34;2022-2023 , our common stock has traded at prices as low as $ 23-25 . 69-71 and as high as $ 46-36 .
3754 . The market price volatility of our common stock may continue due to fluctuations in our quarterly operating results or in
response to other factors (regardless of our actual operating performance) included in this Risk Factors section and due to the
following: * changes in expectations as to our future financial performance, including guidance, if any, that we provide to the
public, any changes in this guidance or our failure to meet this guidance, investment recommendations by securities analysts and
investors or if securities analysts do not publish research or reports about our business; * declines in the market prices of stocks
generally, changes in general economic or market conditions or trends in our industry or markets; * strategic actions or
announcements by us, our competitors or other third parties; * changes in business or regulatory conditions; * additions or
departures of key management personnel; ¢ investor perceptions of the investment opportunity associated with our common
stock relative to other investment alternatives; and ¢ the development and sustainability of an active trading market for our stock.
Price volatility may be greater if the public float and trading volume of our common stock are low. In the past, following
periods of market volatility, stockholders have instituted securities class action litigation. If we were involved in securities




litigation, it could have a substantial cost and divert resources and the attention of executive management from our business
regardless of the outcome of such litigation. Furthermore, we currently do not expect to declare any dividends on our common
stock in the foreseeable future. In addition, because we are a holding company, our ability to pay dividends on our common
stock may be limited by restrictions on our ability to obtain sufficient funds through dividends from our subsidiaries-subsidiary
, including restrictions under our Credit Agreement, and may be further restricted by the terms of any future debt or preferred
securities. Your only opportunity to achieve a return on your investment currently is if the price of our common stock
appreciates. Future sales, or the perception of future sales, by us or our existing significant stockholders in the public market
could cause the market price for our common stock to decline. Future sales of shares of our common stock by our existing
signiﬁcant stockholders in the public market, or the perception that such sales could occur, could harm the prevailing market
prlce of shares of our common stock and mlght make it more dlfﬁcult for us to sell equlty securltles in the future at a time and at
a prlce that we deem appropnate —Fh P

e y marketas-intending-to-sett-then In the future, we may also issue our securities in
connection with investments or acqulsltlons The amount of shares of our common stock issued in connection with an investment
or acquisition could constitute a material portion of our then- outstanding shares of our common stock. Further, any issuance of
additional equity securities by us may result in additional dilution to you. Provisions in our organizational documents could
delay or prevent a change of control. Certain provisions of our amended and restated certificate of incorporation and amended
and restated bylaws may have the effect of delaying or preventing a merger, acquisition, tender offer, takeover attempt or other
change of control transaction that a stockholder might consider to be in its best interest, including attempts that might result in a
premium over the market price of our common stock. These provisions provide for, among other things: * the division of our
Board of Directors into three classes (which provision sunsets in 2026); ¢ the ability of our Board of Directors to issue one or
more series of preferred stock with powers, preferences and rights that may be senior or on parity with our common stock, which
may reduce its value and could have the effect of impeding the success of an attempt to acquire us or otherwise effect a change
of control; « advance notice for nominations of directors by stockholders and for stockholders to include matters to be
considered at stockholder meetings; and ¢ certain limitations on convening special stockholder meetings. These provisions could
make it more difficult for a third party to acquire us, even if the third- party' s offer may be considered beneficial by many of
our stockholders. As a result, our stockholders may be limited in their ability to obtain a premium for their shares. Our amended
and restated bylaws provide, subject to limited exceptions, that the Court of Chancery of the State of Delaware and, to the extent
enforceable, the federal district courts of the United States of America will be the sole and exclusive forums for certain
stockholder litigation matters, which could limit our stockholders' ability to obtain a favorable judicial forum for disputes with
us or our directors, officers or employees. Our amended and restated bylaws provide, subject to limited exceptions, that unless
we consent in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware shall, to the fullest
extent permitted by law, be the sole and exclusive forum for any (i) derivative action or proceeding brought on behalf of our
company, (ii) action asserting a claim of breach of a fiduciary duty owed by any director, officer or other employee of our
company to the Company or our stockholders, (iii) action asserting a claim against the Company or any director, officer or other
employee of the Company arising pursuant to any provision of the Delaware General Corporation Law, or the DGCL, or our
amended and restated certificate of incorporation or our amended and restated bylaws or as to which the DGCL confers
jurisdiction on the Court of Chancery of the State of Delaware or (iv) action asserting a claim against the Company or any
director, officer or other employee of the Company governed by the internal affairs doctrine. These provisions shall not apply to
suits brought to enforce a duty or liability created by the Securities Exchange Act of 1934, as amended (the" Exchange Act") or
any other claim for which the federal courts have exclusive jurisdiction. Unless we consent in writing to the selections of an
alternative forum, the federal district courts of the United States of America shall be the exclusive forum for the resolution of
any complaint asserting a cause of action arising under the Securities Act of 1933, as amended (the" Securities Act"), subject to
and contingent upon a final adjudication in the State of Delaware of the enforceability of such exclusive forum provision. Any
person or entity purchasing or otherwise acquiring any interest in shares of our capital stock shall be deemed to have notice of
and consented to the forum provisions in our amended and restated bylaws. These choice of forum provisions may limit a
stockholder' s ability to bring a claim in a different judicial forum, including one that it may find favorable or convenient for
disputes with us or any of our directors, officers or other employees which may discourage lawsuits with respect to such claims.
Alternatively, if a court were to find the choice of forum provisions that will be contained in our amended and restated bylaws to
be inapplicable or unenforceable with respect to one or more of the specified types of actions or proceedings, we may incur
additional costs associated with resolving such action in other jurisdictions, which could harm our business, operating results
and financial condition. 36



