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The following represents a discussion of risk factors relevant to Grainger’ s business that could adversely affect its financial
condition, results of operations and cash flows, along with the accuracy of forward- looking statements. The risks included
below are not exhaustive. As Grainger operates in a rapidly changing environment, it is not possible for management to predict
all risks and the corresponding impact of each such risk or a combination of risks. The presented risks and any new risks could
cause actual results to differ materially from those contained in any forward- looking statements. The risk factors discussed in
this section should be considered together with information included elsewhere in this Annual Report on Form 10- K and should
not be considered the only risks to which Grainger is exposed. Industry and Market Risks Inflation could cause Grainger' s
operating and administrative expenses to grow more rapidly than net sales, which could result in lower gross margins and lower
net earnings. Market variables, such as inflation of product costs, labor rates ane-, fuel, freight and energy costs, as well as
geopolitical events, could negatively impact Grainger' s ability to effectively manage its operating and administrative expenses.
For example, geopolitical conflicts and related international responses have and may continue to exacerbate inflationary
pressures, including increases in fuel and other energy costs. Additionally, climate- related policies, carbon pricing
mechanisms, and regulations aimed at reducing emissions may increase energy and raw material costs, which could put
additional pressure on Grainger’ s margins. Inflation may also reduce demand for products, resulting in lower sales
volumes. In addition, Grainger' s inability to pass on increases in costs to customers in a timely manner, or at all, could cause
Grainger' s operating and administrative expenses to grow more rapidly than net sales , which could result in lower gross
profit margins and lower net earnings. Disruptions in Grainger’ s supply chain could result in an adverse impact on results of
operations. Grainger’ s logistics or supply chain network could be disrupted by the occurrence of: one or more natural or hamas
tdueed-weather- related disasters, including earthquakes, tsunamis, storms, hurricanes, floods, fires, droughts, tornados and
other extreme weather events or conditions ; longer- term climate shifts that affect transportation infrastructure or
material availability ; pandemic diseases or viral contagions; geopolitical events, such as war, civil unrest or terrorist attacks in
a country in which Grainger operates or in which its suppliers are located; disruptions to transportation infrastructure and
networks, including from transport providers or third- party work stoppages related to labor strikes or lockouts; and the
imposition of measures that create barriers to or increases in costs associated with international trade. Even when Grainger is
able to find alternate sources for certain products, they may cost more or require Grainger to incur higher transportation costs,
which could adversely impact Grainger' s profitability and financial condition . For example, disruptions to global
transportation networks, such as rising sea levels impacting ports or extreme weather damaging logistics hubs, could
increase delays and costs . Any of these circumstances could impair Grainger' s ability to meet customer demand for products
and result in lost sales, increased supply chain costs, penalties or damage to Grainger' s reputation. Grainger’ s ability to provide
same- day shipping and next- day delivery is an integral component of Grainger’ s business strategy and any such disruption
could adversely impact results of operations and financial performance. Further escalation of geopolitical tensions across the
world and potential actions taken in response to them could have a broad impact on markets where Grainger does business,
adversely affect its suppliers and disrupt the sourcing, manufacturing and transportation of products. It is not possible to predict
whether certain geopolitical events which could adversely affect Grainger' s business will occur, or the broader consequences of
these events if they did occur, which could include further instability, geopolitical shifts and adverse effects on the global
economy or possible sanctions, embargoes or other trade barriers. Weakness in the economy, market trends and other conditions
affecting the profitability and financial stability of Grainger’ s customers could negatively impact Grainger’ s sales growth and
results of operations. Economic, political and industry trends affect Grainger’ s business environment. Grainger serves several
industries and markets in which the demand for its products and services is sensitive to the production activity, capital spending
and demand for products and services of Grainger’ s customers. Many of these customers operate in markets that are subject to
fluctuations resulting from market uncertainty, trade and tariff policies, costs of goods sold, currency exchange rates, interest
rate fluctuations, government spending and government shutdowns, economic downturns, recessions, foreign competition,
offshoring of production, oil and natural gas prices, geopolitical developments, labor shortages, work stoppages, mflation;
natural or human induced disasters, extreme weather, outbreaks of pandemic disease, inflation, deflation, and a variety of other
factors beyond Grainger’ s control. Any of these factors could cause customers to idle or close facilities, delay purchases,
reduce production levels, or experience reductions in the demand for their own products or services. Any of these events could
also reduce the volume of products and services these customers purchase from Grainger or impair the ability of Grainger’ s
customers to make full and timely payments and could cause increased pressure on Grainger’ s pricing and terms of sale.
Accordingly, a significant or prolonged slowdown in economic activity in Canada, Japan, Mexico, the U. K., the U. S. or any
other major world economy, or a segment of any such economy, could negatively impact Grainger’ s sales and results of
operations. Unexpected product shortages, tariffs, product cost increases and risks associated with Grainger’ s suppliers could
negatively impact customer relationships or result in an adverse impact on results of operations. Grainger' s products are
purchased from more than 5, 000 primary suppliers located in various countries around the world, not one of which accounted
for more than 5 % of total purchases. Disruptions in procuring sources of supply could occur due to factors beyond Grainger’ s
control. These factors could include economic downturns, recessions, outbreaks of pandemic disease, natural or human induced
disasters, cybersecurity attacks, extreme weather, geopolitical unrest, new , threatened or increased tariffs, trade issues and
policies, detention orders or withhold release orders on imported products, labor problems or shortages experienced by



Grainger’ s suppliers or others in the supply chain, transportation availability, staffing and cost, shortage of raw materials,
supplier consolidation, unilateral product cost increases by suppliers of products in short supply, inflation and other factors, any
of which could adversely affect a supplier’ s ability to manufacture or deliver products or could result in an increase in Grainger’
s product costs. Further, Grainger sources products from Asia and other areas of the world. This increases the risk of supply
disruption due to the additional lead time required, distances involved, and the range of potential consequences of various
geopolitical risks. If Grainger was unable to promptly replace sources of supply that become disrupted, there could be adverse
effects on inventory levels, results of operations, customer relationships and Grainger’ s reputation. In addition, Grainger has
strategic relationships with a number of vendors. In the event Grainger was unable to maintain those relations, there might be a
loss of competitive pricing arrangements which could, in turn, adversely affect results of operations. For products sold in the U.
S., Canada, and Mexico, Grainger requires its suppliers and sub- suppliers, to comply with Grainger’ s Supplier Code of Ethics,
or other similar responsible sourcing standards, as a condition of doing business with Grainger. Grainger’ s Supplier Code of
Ethics focuses on four main areas of ethical sourcing: (i) human rights and labor standards (including prohibitions on child and
forced labor); (ii) environment, health and safety; (iii) sanctions, trade, bribery and corruption; and (iv) privacy and information
security. The Code also addresses how to report potential Code violations and related concerns. Grainger does not control its
suppliers and their sub- suppliers, and neither Grainger nor its suppliers or other partners may be able to uncover all instances of
noncompliance with Grainger’ s Supplier Code of Ethics and ethical and lawful business practices. Even an isolated incident, or
the aggregate effect of individually insignificant incidents, can erode trust and confidence, particularly if they result in adverse
publicity, governmental investigations, product recalls, or litigation, and as a result, could tarnish Grainger’ s brand and lead to
adverse effects on Grainger’ s business. Volatility in commodity prices may adversely affect gross margins. Some of Grainger’ s
products contain significant amounts of commodity- priced materials, such as steel, copper, petroleum derivatives, rare earth
minerals, or other materials or inputs required to manufacture certain products and are subject to price changes based on
fluctuations in the commodities market. Fhe-reeentglobal-geopetitieat-Certain policies, including carbon pricing, emissions
trading systems, and trade-environment-has-resulted-in-regulations llmltlng mdustrlal emlssmns, may further contrlbute to
cost fluctuations for fuel, energy, and raw material-materials nflatte
international-tariffs-and-retaliatory-trade-polietes-. Further changes in U. S trade pohcy (1nc1ud1ng new or addltlonal increases in
duties or tariffs) and retaliatory actions by U. S. trade partners could result in a worsening of economic conditions. The level of
demand for Grainger' s products and services is influenced in multiple ways by the price and availability of raw materials and
commodities, including fuel. For example, climate- related regulations on transportation emissions could increase fuel
costs, thereby impacting the cost of product distribution. Fluctuations in the price of fuel or increased demand for frelght
services yinehuding-as-aresultofapandemie,could affect transportation costs. Grainger” s ability to pass on such increases in
costs in a timely manner depends on market conditions. The inability to pass along cost increases could result in lower gross
margins. In addition, higher prices could reduce demand for these products, resulting in lower sales volumes. Fluctuations in
foreign currency could have an effect on reported results of operations. Grainger’ s exposure to fluctuations in foreign currency
rates results primarily from the translation exposure associated with the preparation of the Consolidated Financial Statements, as
well as from transactions in currencies other than an entity’ s functional currency. While the Consolidated Financial Statements
are reported in U. S. dollars, the Financial Statements of Grainger’ s subsidiaries outside the U. S. are prepared using the local
currency as the functional currency and translated into U. S. dollars. In addition, Grainger is exposed to foreign currency
exchange rate risk with respect to the U. S. dollar relative to the local currencies of Grainger’ s international subsidiaries,
primarily the Japanese yen, Mexican peso, Canadian dollar, and British pound sterling -Chintese-renminbt-and-etre-, arising
from transactions in the normal course of business, such as sales and loans to wholly owned subsidiaries, sales to customers,
purchases from suppliers, and bank loans and lines of credit denominated in foreign currencies. The foreign currency exchange
rate is driven by a variety of macroeconomic factors and fiscal decisions of various governments and central banks, all over
which Grainger has no control. Grainger also has foreign currency exposure to the extent receipts and expenditures are not
denominated in a subsidiary’ s functional currency and that could have an impact on sales, costs and cash flows. These
fluctuations in foreign currency exchange rates have affected and may continue to affect Grainger’ s results of operations and
impact reported net sales and net earnings. The facilities maintenance industry is highly competitive, and changes in competition
and other risks could increase our costs, impact demand for Grainger’ s products and services or impact the profitability of
our business . Grainger competes in a variety of ways, including product assortment and availability, services offered to
customers, pricing, purchasing convenience and the overall experience Grainger offers. This includes the ease of use of
Grainger’ s high- touch operations, eCommerce platforms and delivery of products. There are several large competitors in the
industry, as well as altheugh-mostefthe-matrketisserved-by-small local and regional competitors. Grainger faces competition
al-marketstt-serves-from manufacturers (including some of its own suppliers) that sell directly to customers eertatnr-segments:
ofthe-market-, wholesale distributors, catalog houses, retail enterprises and online businesses. To remain competitive, Grainger
must be willing and able to respond to market pressures. Downward pressure on sales prices, changes in the volume of orders,
and an inability to pass higher product costs on to customers could cause Grainger’ s gross profit percentage to fluctuate or
decline. Grainger may not be able to pass rising product costs to customers if those customers have ready product or supplier
alternatives in the marketplace. These pressures could have a material effect on Grainger’ s sales and profitability. To manage
these potential pressures, Grainger continuously considers the adoption of new operating initiatives, including new marketing
programs, productivity improvements, inventory management and loss prevention initiatives, practical applications of
artificial intelligence (AI) and other similar strategies. If Grainger is unable to sustain or grow sales, reduce costs, and prevent
loss and fraud, among other actions, Grainger' s results of operations and financial condition may be adversely affected.
Moreover, Grainger expects technological advancements, innovations and the increased use of eCommerce solutions within the
industry to continue to evolve at a rapid pace. As a result, Grainger’ s ability to effectively compete requires Grainger to respond




and adapt to new industry trends and developments. Developing, upgrading, managing or implementing new technologies,
including AL, business applications, strategies and innovations may require significant investment of resources by Grainger,
may result in unexpected costs and disruptions to operations, may take longer than expected, may increase Grainger' s
vulnerability to cyber breaches, attack% or 1ntruq10n§ and may not prov1de all antlclpated benehtq —Fhe-growth-of-Grainger™s

epef&t-teﬁs— Change% n customel base or product mix could cause change% n Gramger S revenue or gross margm or affect
Grainger’ s competitive position. From time to time, Grainger experiences changes in its customer base and product mix that
affect gross margin. Changes in customer base and product mix result primarily from business acquisitions and divestitures,
changes in customer demand, customer acquisitions, selling and marketing activities, competition and the increased use of
eCommerce by Grainger and its competitors. In addition, Grainger has entered, and may in the future continue to enter, into
contracts with group purchasing organizations (GPOs) that aggregate the buying power of their member customers in
negotiating selling prices. If Grainger is unable to enter into, or sustain, contractual arrangements on a satisfactory commercial
basis with GPOs, Grainger' s results of operations could be adversely affected. As its customer base and product mix change
over time, Grainger must identify new products, product lines and services that respond to industry trends and customer needs.
The inability to introduce new products and services and effectively integrate them into Grainger’ s existing assortment could
have a negative impact on future sales growth and Grainger’ s competitive position. The inclusion of Grainger- branded
products in the product assortment could subject Grainger to increased claims and litigation activity. In addition, any insurance
or indemnification rights, including against the manufacturer of such products, may be insufficient or unavailable to protect
Grainger against potential loss exposures. Grainger’ s common stock may be subject to volatility or price declines. The trading
prices and volumes of Grainger’ s common stock may be subject to broad and unpredictable fluctuations due to changes in
economic, political and market conditions, the financial results and business strategies of Grainger and its competitors, changes
in expectations as to Grainger’ s future financial or operating performance, including estimates by securities analysts and
investors, Grainger’ s failure to meet the financial performance guidance or other forward- looking statements provided to the
public, speculation, coverage or sentiment in the media or investment community or by groups of individual investors, changes
in capital structure, share repurchases or dividends, economic decline, political unrest or geopolitical conflict, outbreak of
pandemic disease, and a number of other factors, including those discussed in this Item 1A. These factors, many of which are
outside of Grainger’ s control, could cause stock price and trading volume volatility or Grainger’ s stock price to decline.
Volatility in the price of Grainger' s securities could result in the filing of securities class action litigation, which could result in
substantial costs and the diversion of management time and resources. Grainger has a controlling ownership interest in
MonotaRO, which is listed on the Tokyo Stock Exchange (TSE). MonotaRO' s disclosure and reporting obligations under TSE
listing requirements and Japanese securities laws, including the timing of such obligations, may vary from Grainger' s
obligations under New York Stock Exchange listing requirements and U. S. securities laws. MonotaRO' s listed securities may
be subject to the same volatility, price and securities litigation risks to which Grainger' s common stock is subject. Operational

Risks The growth Interraptions-in-the-proper-funetioning-of Grainger’ s eCommerce platforms exposes Grainger to



additional risks which could adversely affect Grainger’ s reputation, financial condition and operating results. The
successful execution of Grainger’ s eCommerce growth strategy depends on a number of factors, including Grainger’ s
investment in its eCommerce platforms, consumer preferences and purchasing trends, and the ability to deliver a
seamless procurement experience across digital and also physical retail channels. As its eCommerce platforms have
grown 1n recent years, Gralnger has 1ncreased and expects to contlnue toi 1ncrease, its investments 1n developmg,

and to pr0v1de hlgh- quahty, Hse-user d&ta— fr1endly service to its
customers and streamline customer interactions. Grainger has also made significant investments in ways-thatresult-in
eperational-effteteney-digital advertising and customer acquisition and retention efforts for its eCommerce channels .
including through pald and non- pald advertlsmg such as dlsplay advertlslng a—resul-t—ef—rneffeet—we—se-ft-w&re— search englne
optimization d avatle

m&n&ged—by—@ramge%moblle “ push i notlﬁcatlons If -Fuﬁ-hern&ere—a—l-theugh—(mungcr S fn-ferma-t-ten—customer- faclng
technology systems are pfeteetedﬂvvtﬂa—baekup—and-seetmw—systems—percewed as more dlfﬁcult or less compelhng for

-rn‘rp-len‘reﬁtaﬁeﬁ—otherwme unsuccessful at reahzlng the beneﬁts o ﬂew—s-ystems—these 1nvestments, its reputatlon, ﬁnanclal
: att 0perat1ng results by—mpesrng—subst&nﬂal

add%&em@raiﬂge%s—s-ysfeﬂas—implerﬂeﬂt&ﬁeﬁs—1nav not Iesult in productivity improvements at the ...... ddtd among other
functions, could be adversely aft cucd Addltlonally, Any—sueh—mferrupﬁen—e-ﬁ(namom —faces many risks and uncertainties

beyond the Company' s stness-control, including theft,
credit card fraud, and other fraudulent behavior. Further, if these 1nvestments in Grainger’ s eCommerce platforms are
less successful at attracting and retaining customers than similar investments by et-our competitors, or if Grainger is
0therw1se unsuccessful at reahzlng the beneﬁts 0f these technologlcal 1nvestments generally, its reputatlon, financial

may bc subjeet—adversely affected In addition,
the successful operatlon of Grainger’ s eCommerce channels depends in part upon third parties and factors over which
Grainger has limited or no control. For example, Grainger relies in part on internet search engines to drive traffic to its
websites, and the reach of Grainger’ s eCommerce channels is impacted by how and where its websites rank in both paid
and unpaid search results. Potential changes to search engine ranking rules could cause Grainger’ s websites to place
lower in search results and cause Grainger to incur increased advertising costs in order to increase its visibility. Further,
ongoing changes in the legal and regulatory requirements surrounding data privacy, online tracking technologies such as
cookies, digital advertising and other eCommerce matters could require Grainger ietdents-in-the-future—There-eanbenio
assuranee-thatany-future-inetdents-witlnotbe-material-to modify its eCommerce strategy, incur significant additional costs

to comply w1th such changes or 0therw1se adversely affect Grainger’ s business, results of operations or financial condition.
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Tharcae g 5 ’ damage-Grainger also relies on email =s

fepufat-ien—disrupt—epef&ﬁens—'merease-eests—ami +other messaging services to promote its websites and product offerings,
and changes in Grainger’ s current or prospective customers’ use of email or other messaging services or actions by third
parties to block, restrict or charge or-for deereaserevenues—Through-Grainger>s-the delivery of such messages could
adversely affect salcs and—through Gralnger s eCommerce channels —Gra-mger—ee-l—leets—dnd steres—pefseﬂ&l-ly—rdeﬁﬁ-ﬁab-le—

5 . proSra i otr-Grainger’ s results ofwebsrtes—eretheﬁﬁse-eeﬂaﬂatuﬂe&te—eﬁr&efaet—vvtﬂ&
Gratnger—Mereever—Gr&mger—s—opcmtlons routmely involve receiving, storing, processing...... Cybersecurity of this Form 10-
K. Grainger’ s eCommerce channels are subject to risks related to online payment methods and other online transactions,
including through purchasing platforms. Grainger accepts a variety of payment methods via its eCommerce channels, including
credit card, debit card, PayPal and other payment methods and other online transactions, including through its eProcurement
technologies which communicate directly with Grainger. com and Grainger' s other eCommerce channels. Although Grainger
generally relies on third parties to facilitate eCommerce payments and payment processing services, Grainger may become
subject to additional compliance requirements and regulations regarding these transactions ;-and may also suffer losses from
online fraudulent transactions on its eCommerce channels. In addition, Grainger must pay certain transaction fees relating to
these transactions, which may increase over time and could have an impact on product margin, prefitability-and-operating costs
and profitability . Grainger’ s eCommerce channels may become subject to further rules and regulations, and changes in these
rules and regulations, or their interpretation, could increase the cost of doing business and adversely affect results of operations.
Grainger’ s inability to adequately protect its intellectual property or successfully defend against infringement claims by others
may have an adverse impact on operations. Grainger’ s business relies on the use, validity and continued protection of certain
proprietary information and intellectual property, which includes current and future patents, trade secrets, trademarks, service
marks, copyrights and confidentiality agreements as well as license and sublicense agreements to use intellectual property




owned by affiliated entities or third parties. Unauthorized use of Grainger’ s intellectual property by others could result in harm
to various aspects of the business and may result in costly and protracted litigation in order to protect Grainger’ s rights. In
addition, Grainger may be subject to claims that it has infringed on the intellectual property rights of others, which could subject
Grainger to liability, require Grainger to obtain licenses to use those rights at significant cost or otherwise cause Grainger to
modify its operations. In order to compete, Grainger must attract, train, motivate, develop and retain key team members, and the
failure to do so could have an adverse effect on results of operations. In order to compete and have continued growth, Grainger
must attract, train, motivate, develop, and retain executives and other key team members, including those in managerial,
technical, sales, supply chain, technology development and information technology positions. Grainger competes to hire team
members at increasingly competitive wage rates and then must train them and develop their skills and competencies. Qualified
individuals needed to fill open positions may be in short supply in some areas. Further, changes in market compensation rates
may adversely affect Grainger' s labor costs. Competition for qualified team members could require Grainger to pay higher
wages to attract a sufficient number of team members. In addition to intense competition for talent, workforce dynamics are
constantly evolving. If Grainger does not manage changing workforce dynamics effectively, it could materially adversely
affect Grainger' s culture, reputation, and operational flexibility. Additionally , collective bargaining or unionization of
team members could decrease Grainger' s operational flexibility and lead to work stoppages or slowdowns. The performance of
Grainger’ s stock price could impact Grainger’ s use of equity- based compensation to attract and retain executives and other key
team members. The success of Grainger' s team member hiring and retention also depends on Grainger' s ability to build and
maintain a diverse-ane-netastve-workplace culture that enables #ts-all team members to thrive-have the opportunity for a
fulfilling and meaningful career . Generally, higher wages and benefit costs, competition for éiverse-talent, and the risk of an
increase in team member turnover, could adversely affect Grainger' s results of operations . Moreover, changes in immigration
policies may impair our ability to recruit and hire technical and professional talent globally . Further, failure to
successfully hire executives and key team members or adequately plan for the succession, transition, and assimilation of
executive leaders and team members in key roles, or to plan for the loss of executives and key team members, could adversely
affect Grainger' s business results and financial condition. Grainger’ s continued success is substantially dependent on positive
perceptions of Grainger’ s reputation. One of the reasons customers choose to do business with Grainger and team members
choose Grainger as a place of employment is the reputation that Grainger has built over many years. Grainger devotes time and

resources to initiatives environmental;-seetal-and-governanee(ESG)-efforts-that align are-eensistent-with its corporate values
and are deslgned to strengthen its business and protect and preserve its reputatlon —mel-udmg—pfegr&ms—&rwmg—eﬁﬁreﬁmeﬁt&}

These efforts mclude maintaining hrgh standards of product quahty and safety, ethrcal busmess practlces, strong
customer relationships, operational reliability, and a commitment to providing a positive workplace environment. These
programs could be diffientt-challenging to achieve-implement and costly to imptementmaintain , and Grainger’ s actual or
perceived failure to exeeute-achieve its ESG-programs-as-planted-goals or uphold its commitments could adversely affect its
Gratnger-s-reputation, business , and financial performance. To be successful in the future, Grainger must continue to preserve,
grow and leverage the value of Grainger’ s brand. Reputational value is based in large part on perceptions of subjective
qualities. An Bven-an-isolated incident, or the aggregate effect of individually insignificant incidents, negative or inaccurate
postings, articles, or comments on social media or the internet can erode trust and confidence, particularly if they result in
adverse publicity, governmental investigations or litigation, and as a result, could tarnish Grainger’ s brand and lead to adverse
effects on Grainger’ s business routinely involve receiving,storing,processing and transmitting sensitive information
pertaining to its business,customers,suppliers and team member,and other sensitive matters.Cyber threats are rapidly
evolving and seme-efthe means for obtaining access to information in digital and other storage media are becoming
increasingly sophisticated.Each year, eyberseeurity-threat-aetors-cyber- attackers make numerous attempts to access the
information stored in Grainger' s information systems et-Gratnger-s-third—party-bustnesspartners- Loss of

customer,supplier,and team member information,intellectual property or other business information,or failure to comply with
data privacy and security laws sor-fattare-to-maintain-systems-er-softwarescould,for example,disrupt operations,damage
Grainger’ s reputation and expose Grainger to claims from customers,suppliers,financial institutions,regulators,payment card
associations,team members and others,any of which could have a material adverse effect on Grainger,including its bastness
strategy—financial condition and results of operations.If successful, cyber- attacks may expose Grainger to risk of loss or
misuse of proprietary or confidential information or disruptions of business operations.The transition in recent years to
remote and “ hybrid ” working arrangements may increase Grainger’ s vulnerability to cybersecurity incidents may
,including breaches of information systems security,which could damage Grainger’ s reputation and commercial
relatlonshlps,dlsrupt operatlons,lncrease costs and / or decrease revenues,and expose Grainger to claims risleeftoss-or

0 76 0 peta other actions from
customers,suppllers,ﬁnanclal 1nst1tut10ns,regulators,payment card associations,team members and others .Grainger's [T
infrastructure also includes products and services provided by suppliers,vendors and other third —perty-bustress-partrers—-
parties ,and these providers third-parties-can experience eyberseeurity-threats;-breaches of their systems sattaeks;disraptions;
and products eyberseeurity-ineidents-that impact the security of systems and proprietary or confidential
information.Moreover,Grainger shares information with these third parties in connection with the products and services they
provide to the business.Although Grainger performs risk assessments on third parties where Grairger-deems-appropriate to learn
about their securlty program there i is a risk that the conﬁdentlahty of data held or accessed by them may be compromised et

.Moreover. Gralnger —aﬁd-may face threats to its mformatlon
systemst-hrrd—part—y—bttsmess—partﬂers— for example, ay-ta ;
tnetade-unauthorized access te—rn-feﬂﬁatteﬁ—systeﬁas—busmess emall compromise,viruses, mahcmus Code ransomware, phlshmg




&eﬁra-}-ef-—sefﬂee—a&aeks— and or ganlzed cyber— attacks. €yberseetrity-netdents-ean-also-inelude-teammember

If succe%iful tho%e attemptlng to penetrate Gralnger s or its vendors mformatlon %ystemq may
misappropriate intellectual property or personally identifiable,credit card,confidential,proprietary or other sensitive

customer Suppher team member or bu%lnesq information,or cause Syqtems dlqruptlon —Fuﬁheﬁey%efseettf&y—t-hfe&ts—ef

pfe-leﬂged—ﬂeg&t—l—ve—pﬁbheﬁy— Whlle many of Gralnger s agreementq Wlth the%e thlrd partle% 1nclude 1ndemn1ﬁcat10n
provisions,Grainger may not be able to recover sufficiently,or at all,under such provisions to adequately offset any losses it may
incur.In addition,a Grainger team member,contractor or other third party with whom Grainger does business may attempt to
circumvent security measures or otherwise access Grainger’ s information.Grainger’ s systems are integrated with customer
systems and a breach of Grainger' s systems could be used as an attempt to gain illicit access to customer systems and
information. Grainger has been subject to unauthorized access in the past,which it deemed immaterial to its business and
operations individually and in the aggregate and may be subject to other incidents in the future. There can be no assurance
that any future incidents will not be material to Grainger' s business,operations or financial condition. Techniques used to obtain
unauthorized access or to sabotage systems change frequently and may not be recognized until they are launched against a
target.Grainger may be unable to anticipate these technlque% or 1mplement preventatlve measures. F&Hher—Any breach of
Grainger’ s security measures 4 7 atrd-tay ;
faﬂufes%ﬁ%bfeael‘re-ﬁ@f&tﬁger’—s%eet&iﬁhmeaswes—or any breach error or malfea%ance by—of those of its thlrd party business
partrers-service providers could cause Grainger to incur significant costs to protect any customers,suppliers,team members and
other parties whose information is compromised.Such a breach could also cause Grainger to make changes to its information
systems and administrative processes to address security issues.Although Grainger maintains insurance coverage that
may,subject to policy terms and conditions,cover certain aspects of cyber and information eyberseenrity—----- security
risks,depending on the nature,location and extent of any event,such insurance coverage may be insufficient to cover all
losses.Grainger has experienced certain cybersecurity incidents and in each instance Grainger provided notifications and
adopted remedial measures.None of these incidents have been deemed to be material to Grainger and Grainger has
neither incurred any material net expenses nor been materially penalized or subject to any material settlement amounts
with respect to such incidents in the last three years.However,there can be no assurance that a future breach or incident
would not be material to Grainger’ s operations and financial condition.For further information regarding Grainger' s
cybersecurity risk management strategy and the Board' s oversight role,see Part I,Item 1C:Cybersecurity of this Form
10- K . Regulatory, Legal and Tax Risks Grainger is subject to a complex array of laws, regulations and standards globally.
Failure to comply or unforeseen developments in related contingencies such as litigation and other regulatory proceedings could
adversely affect Grainger' s financial condition, profitability , reputation, and cash flows. Grainger’ s business is subject to
legislative, legal, and regulatory risks and conditions specific to the countries in which it operates. In addition to Grainger’ s U.
S. operations, which in 2023-2024 generated approximately 82 % of its consolidated net sales, Grainger operates its business
principally through wholly owned subsidiaries in Canada, Mexico, and the U. K., and its majority- owned subsidiary in Japan.
The wide array of laws, regulations and standards in each jurisdiction where Grainger operates, include, but are not limited to,
advertising, marketing and fiternet-internet regulations (including the use of proprietary or third- party “ cookies ” in
connection with Grainger’ s eCommerce platforms), anti- bribery and corruption laws, competition and antitrust regulations,
data protection (including, because Grainger accepts credit cards, the Payment Card Industry Data Security Standard), data
privacy (including in the U. S., the California Consumer Privacy Act and Privacy Rights Act, in Japan, the Act on Protection of
Personal Information, and in the European Union, the General Data Protection Regulation) and cybersecurity requirements
(including protection of information and incident responses), environmental protection laws, currency exchange controls and
cash repatriation restrictions, health and safety laws, import and export compliance (including the U. S. Commerce Department’
s Export Administration Regulations, trade sanctions promulgated by the Office of Foreign Asset Control and anti- money
laundering regulations), intellectual property laws, labor laws (including federal and state wage and hour laws), product
compliance or safety laws, supplier regulations regarding the sources of supplies or products, tax laws (including as to U. S.
taxes on international subsidiaries), unclaimed property laws and laws, regulations and standards applicable to other commercial
matters. Moreover, Grainger is also subject to audits and inquiries in the normal course of business. Failure to comply with any
of these laws, regulations and standards could result in civil, criminal, monetary and non- monetary fines, penalties, remediation
costs and / or significant legal fees as well as potential damage to Grainger’ s reputation. Changes in these laws, regulations and
standards, or in their interpretation, could increase the cost of doing business, including, among other factors, as a result of
increased investments in technology and the development of new operational processes. Furthermore, while Grainger has
implemented policies and procedures and provides training designed to facilitate compliance with these laws, regulations and
standards, there can be no assurance that team members, contractors, suppliers, vendors, or other third parties will not violate
such laws, regulations and standards or Grainger’ s policies. Any such failure to comply or violation could individually or in the
aggregate materially adversely affect Grainger’ s financial condition, results of operations and cash flows. Grainger is subject to
a number of rules and regulations related to its government contracts, which may result in increased compliance costs and




potential liabilities. Grainger’ s contracts with federal, state and local government entities are subject to various and changing
regulations related to procurement, formation and performance. In addition, Grainger’ s government contracts may provide for
termination, reduction or modification by the government at any time, with or without cause. From time to time, Grainger is
subject to governmental or regulatory investigations or audits related to its compliance with these rules and regulations.
Violations of these terms, rules, and regulations could result in fines, criminal sanctions, the inability to participate in existing or
future government contracting and other administrative sanctions. Any such penalties could result in damage to Grainger’ s
reputation, increased costs of compliance and / or remediation and could adversely affect Grainger’ s financial condition and
results of operations. In conducting its business, Grainger may become subject to legal proceedings or governmental
investigations, including in connection with product liability or product compliance claims if people, property or the
environment are harmed by Grainger’ s products or services. Grainger is, and from time to time may become, party to a-ramber
oflegal proceedings or governmental investigations for alleged violations of laws, rules or regulations. Grainger also may be
subject to disputes and proceedings incidental to its business, including product- related claims for personal injury or illness,
death, environmental or property damage or other commercial disputes, and the types of matters discussed in Note +4-13 to the
Consolidated Financial Statements included in Part II, Item 8: Financial Statements and Supplementary Data of this Form 10- K.
The defense of any proceedings may require significant expenses and divert management’ s time and attention, and Grainger
may be required to pay damages that could individually or in the aggregate materially adversely affect its financial condition,
results of operations and cash flows. In addition, any insurance or indemnification rights that Grainger may have with respect to
such matters may be insufficient or unavailable to protect Grainger against potential loss exposures. Grainger also may be
requested or required to recall products or take other actions. Grainger' s reputation could also be adversely affected by any
resulting negative publicity. Tax changes could affect Grainger’ s effective tax rate and future profitability. Grainger’ s future
results could be adver%ely affected by changes in the effective tax rate as a result of Grainger’ s relative overall profitability and
the mix of earnings in countries with differing statutory tax rates, changes in tax legislation, the results of the examination of
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s credlt ratmg% and outlook may reduce access to capital and increase borrowmg costs. Grainger’ s Cledlt ratings are based on a
number of factors, including the Company’ s financial strength and factors outside of Grainger’ s control, such as conditions
affecting Grainger’ s industry generally or the introduction of new rating practices and methodologies. Grainger cannot provide
assurances that its current credit ratings will remain in effect or that the ratings will not be lowered, suspended or withdrawn
entirely by the rating agencies. If rating agencies lower, suspend or withdraw the ratings, the market price or marketability of
Grainger’ s securities may be adversely affected. In addition, any change in ratings could make it more difficult for the
Company to raise capital on favorable terms, impact the Company’ s ability to obtain adequate financing, and result in higher
interest costs for the Company’ s existing credit facilities or on future financings. Grainger has incurred indebtedness and may
incur additional indebtedness, which could adversely affect cash flow, decrease business flexibility, or prevent Grainger from
fulfilling its obligations. As of December 31, 2623-2024 , Grainger’ s consolidated indebtedness was approximately $ 2. 3-8
billion. The Company’ s indebtedness could, among other things, limit Grainger’ s ability to respond to rapidly changing
business and economic conditions, require the Company to dedicate a substantial portion of its cash flows to the payment of
principal and interest on its indebtedness, reducing the funds available for other business purposes, and make it more difficult to
satisfy the Company’ s financial obligations as they come due during periods of adverse economic and industry conditions. The
agreements governing Grainger’ s debt agreements and instruments contain representations, warranties, affirmative, negative



and financial covenants, and default provisions. Grainger’ s failure to comply with these restrictions and obligations could result
in a default under such agreements, which may allow Grainger’ s creditors to accelerate the related indebtedness. Any such
acceleration could have a material adverse effect on Grainger’ s business, financial condition, results of operations, cash flows,
and its ability to obtain financing on favorable terms in the future. In addition, Grainger may in the future seek to raise additional
financing for working capital, capital expenditures, refinancing of indebtedness, share repurchases , dividends, corporate
investments, mergers and acquisitions, joint ventures, or other general corporate purposes. Grainger’ s ability to obtain
additional financing will be dependent on, among other things, the Company’ s financial condition, prevailing market conditions
and numerous other factors beyond the Company’ s control. Such additional financing may not be available on commercially
reasonable terms or at all. Any inability to obtain financing when needed could materially adversely affect the Company’ s
business, financial condition or results of operations. 21



