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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 Business and Our Industry ¢ Cyclicality in our business could result in lower Net sales and reduced cash
flows and profitability. « Our business is affected by general business, financial market, and economic conditions. ¢ Seasonality
affects the demand for our products and services and our results of operations and cash flows. « Our operations are substantially
dependent on weather and climate conditions. * The prices and costs of the products we purchase may be subject to large and
significant price fluctuations. * Market variables and other events outside of our control could cause our Cost of goods sold and
operating costs to grow more rapidly than Net sales. * Inflation and increases in operating costs eeutd-have adversely impacted,
and may 1n the future contlnue to adversely nnpact our buqme%q —4he—€9¥l—]9-—1—9—p&nd&me—e%et-he%pubhe—heﬁﬂ&

z v e b ; bast 0 ; pphers-. « Public
perceptlons that the productq we use and the services we deliver are not environmentally frlendly or safe or that our practices are
not sustainable may result in significant costs and adversely impact the demand for our products or services . ©* Compliance
with, or liabilities under, environmental, health and safety laws and regulations, including laws and regulations
pertaining to the use and application of our products and climate change legislation, could result in significant costs. ¢
Our business exposes us to risks associated with hazardous materials and related activities, not all of which are covered
by insurance. * Laws and government regulations applicable to our business could increase our legal and regulatory
expenses, and impact our business . * Increased competitive pressures could reduce our market share. « We may face supply
chain delays or interruptions, product shortages, or the loss of key suppliers or fail to develop relationships with qualified
suppliers. * We are subject to inventory management risks. ¢« We may not successfully implement our business strategies,
including achieving our growth objectives. * We may be unable to successfully acquire and integrate other businesses or
increased competition for those businesses may result in less favorable acquisition terms. * We face risks associated with our
labor force and our customers’ labor force. * We may not be able to attract or retain key executives. « We are exposed to
construction defect and product liability claims as well as other legal proceedings. * An impairment of goodwill and / or other
intangible assets could reduce Net income. * We may face adverse credit and financial market events and conditions. * We may
be inefficient or ineffective in capital allocation. « We may fall to Collect momei owed by our credlt sale customers. ¢ The
operatlng reqults of 1nd1V1dua1 branche% may Vary .

substantial addltlonal cost% become %ubject to legal or regulatory proceedings or suffer damage to our reputation in the event of
a cybersecurity incident. ¢ A large- scale malfunction or failure in our information technology systems could disrupt our
business, create potential liabilities for us, or limit our ability to effectively monitor, operate, and control our operations. * We
may fail to protect the security of personal information about our customers. * We may not be able to adequately protect our
intellectual property and other proprietary rights that are material to our business. * We may be subject to unanticipated changes
in our tax provisions. * We may face acts or threats of terrorism, public health emergencies, violence, or unfavorable or
uncertain political conditions. Risks Related to Our Indebtedness * We have outstanding indebtedness and may incur substantial
additional indebtedness, which could adversely affect our financial health and our ability to obtain financing in the future, react
to changes in our business, or satisfy our obligations. * Inereasesi-Significant or prolonged periods of higher interest rates
would increase the costs of servicing our indebtedness and could reduce our profitability . + The agreements and
instruments governing our indebtedness contain restrictions and limitations that could significantly impact our ability to operate
our business. ¢ Our ability to generate the significant amount of cash needed to pay interest and principal on our indebtedness
and our ability to refinance all or a portion of our indebtedness or obtain additional financing depends on many factors beyond
our control. Risks Related to Our Common Stock  The market price of our common stock may be volatile. » Holdings is a
holding company with no operations of its own, and it depends on its subsidiaries for cash to fund all of its operations and
expen%es 1nclud1ng to make future d1v1dend paymentq if any. * Our organizational documents contain certain FThe-market
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—whi 11m1t our %tockholder% ablhty to obtain a—favorable judicial forum for certaln dlqpute%
svithas-. Cyclicality in our business could result in lower Net sales and reduced cash flows and profitability. We have been, and
in the future may be, adversely impacted by declines in the new residential and commercial construction sectors, as well as in
spending on repair and upgrade activities. We sell a significant portion of our products for landscaping activities associated with
new residential and commercial construction sectors, which have experienced cyclical downturns in the past and may
experience cyclical downturns in the future, some of which have been, or could in the future be, severe. The strength of these
markets depends on, among other things, housing starts, consumer spending, non- residential construction spending activity and
business investment, which are a function of many factors beyond our control, including interest rates, employment levels,



changes in the tax laws, availability of credit, geopolitics, consumer confidence, and capital spending. Weakness or downturns
in residential and commercial construction markets could have a material adverse effect on our business, operating results, or
financial condition. Sales of landscape supplies to contractors serving the residential construction sector represent a significant
portion of our business, and demand for our products is highly correlated with residential construction, including repairs and
upgrades. Housing starts are dependent upon a number of factors, including housing demand, housing inventory levels, housing
affordability and mortgage rates, foreclosure rates, demographic changes, the availability of land, local zoning and permitting
processes, the availability of construction financing, and the overall health of the economy. Unfavorable changes in any of these
factors could adversely affect consumer spending, result in decreased demand for homes, and adversely affect our business.
Reeently-In the 2023 Fiscal Year , we experienced a haveseen-earty-signs-ofsoftening of the residential construction sector,
including as a result of home price inflation and higher mortgage rates, which we anticipate may continue in the 2623-2024
Fiscal Year. If the softening of the residential construction sector dees-eontinte-continues to-softerr, the timing and extent of
any such reduction in homebuilding activity and the resulting impact on demand for landscape supplies are uncertain. Our Net
sales also depend, in significant part, on commercial construction, which is cyclical in nature and subject to downturns, which
can be severe. Previously, downturns in the commercial construction market have typically lasted about two to three years,
resulting in market declines of approximately 20 % to 40 %, while the “ Great Recession ” downturn in the commercial
construction market lasted over four years, resulting in a market decline of approximately 60 %. We cannot predict the duration
of the current market conditions, including the impacts that, among others, inflation and rising interest rates may have or the
timing or strength of any future recovery of commercial construction activity in our markets. We also rely, in part, on repair and
upgrade of existing landscapes. High unemployment levels, high mortgage delinquency and foreclosure rates, lower home
prices, limited availability of mortgage and home improvement financing, and significantly lower housing turnover, may restrict
consumer spending, particularly on discretionary items such as landscape projects, and adversely affect consumer confidence
levels and result in reduced spending on repair and upgrade activities. Our business is affected by general business, financial
market , and economic conditions, which could adversely affect our financial position, results of operations, and cash flows. Our
business and results of operations are significantly affected by general business, financial market, and economic conditions.
General business, financial market, and economic conditions that could impact the level of activity in the wholesale landscape
supply industry include the level of new home sales and construction activity, interest rate fluctuations, inflation, unemployment
levels, geopolitics, tax rates, capital spending, bankruptcies, volatility in both the debt and equity capital markets, liquidity of
the global financial markets, the availability and cost of credit, investor and consumer confidence, global economic growth,
local, state and federal government regulation, and the strength of regional and local economies in which we operate. With
respect to the residential construction sector in particular, spending on landscape projects is largely discretionary and lower
levels of consumer spending or the decision by homeowners to perform landscape upgrades or maintenance themselves rather
than outsource to contractors, or to focus less on outdoor projects may adversely affect our business. For example, in the 2023
Fiscal Year and the 2022 Fiscal Year, we experienced historic levels of inflation has-reeently-inereased-atitsfastest-pacein
nearty-forty-years—trresponse-, resultmg in the F ederal Reserve raising hasraised-benchmark interest rates multiple times ever
g While the past-year-and-is 0 : ¢ ates— rate irthe-near-term-of inflation has slowed , we whieh

p § Romtereee We-cannot predrct whether these and ether-adverse economic conditions will
continue, the 1mpact that future economic developments will have on consumers, or the manner in which these economic trends
will impact consumer demand or preferences over the long term. The demand for our products and services and our results of
operations are affected by the seasonal nature of our irrigation, outdoor lighting, nursery, landscape accessories, fertilizers, turf
protection products, grass seed, turf care equipment, and golf course maintenance supplies. Such seasonality causes our results
of operations to vary considerably from quarter to quarter. Typically, our Net sales and Net income are have-beerrhigher in the
second and third quarters of each fiscal year due to favorable weather and longer daylight conditions during these quarters. Our
Net sales and Net income are typically significantly lower in the first and fourth quarters due to lower landscaping, irrigation,
and turf maintenance activities in these quarters. Accordingly, results for any quarter are not necessarily indicative of the results
that may be achieved for the full fiscal year. We supply landscape, irrigation, and turf maintenance products, the demand for
each of which is affected by weather conditions, including, without limitation, potential impacts, if any, from climate change. In
particular, droughts could cause shortages in the water supply, which may have an adverse effect on our business. For instance,
our supply of plants could decrease, or prices could rise, due to such water shortages, and customer demand for certain types of
plants may change in ways in which we are unable to predict. Such water shortages may also make irrigation or the maintenance
of turf uneconomical. Governments may implement limitations on water usage, such as those enacted in California, that make
effective irrigation or turf maintenance unsustainable, which could negatively impact the demand for our products. There is a
risk that demand for landscaping products will decrease overall due to persistent or severe drought conditions in some of the
geographic markets we serve, or that demand will change in ways that we are unable to predict. Furthermore, natural disasters,
adverse weather conditions and / or climate change- related events, such as droughts, severe storms, wildfires, hurricanes, and
significant rain or snowfall, can adversely impact the demand for our products avallabrllty of products trmrng of product
dehvery, or our ablhty to dehver products at all. For exarnple demand seve : h
ng-ot-for dehvefmg—to-sefv-tee—leeaﬁeﬁs—our products in the first
quarter of the 2023 Flscal Year was llmlted by unusually cold and rainy weather in our western and northern markets,
including unprecedented precipitation in California . Other types of unexpected severe weather conditions, such as excessive
heat or cold, may result in certain applications in the maintenance product cycle being omitted for a season or damage to or loss
of nursery goods, sod, and other green products in our inventory, which could result in losses requiring write- downs. In
addition, our business and operating results could be impacted to a greater degree than we previously experienced to the extent
that unfavorable weather conditions are exacerbated by global climate change or otherwise. The prices and costs of the products




we purchase may be subject to large and significant price fluctuations. We might not be able to pass cost increases through to
our customers, and we may experience losses in a rising price environment. In addition, we might have to lower our prices in a
declining price environment, which could also lead to losses. We purchase and sell a wide variety of products, the price and
availability of which may fluctuate, and may be subject to large and significant price increases, especially in periods of high
inflation. For example, many-certain of our contracts with suppliers include prices for commodities such as grass seed and
chemicals used in fertilizer that are not fixed or tied to an index, which allows our suppliers to change the prices of their
products as the input prices fluctuate. Conversely, we may experience lower Net sales in a deflationary environment. Our
business is exposed to these fluctuations, as well as to fluctuations in our costs for transportation and distribution. Changes in
prices for the products that we purchase affect our Net sales and Cost of goods sold, as well as our working capital requirements,
levels of debt, and financing costs. We might not always be able to reflect increases in our costs in our own pricing, especially in
times of extreme price volatility. Any inability to pass cost increases on to customers may adversely affect our business,
financial condition, and results of operations. In addition, if market prices for the products that we sell decline, we may realize
reduced profitability levels from selling such products and lower revenues from sales of existing inventory of such products.
Market variables and other events outside of our control could cause our Cost of goods sold and operating costs to grow more
rapidly than Net sales, which could result in lower Gross profit and gross margin as well as lower Net income. Market variables,
such as inflation of product costs, labor and fuel rates, and freight and energy costs, as well as other events outside of our
control, such as supply shortages, geopolitical conflicts, trade disputes, or public health emergencies matters-tike-the-COVID-
+9-pandemie-, could adversely impact the management of our Cost of goods sold and operating costs in a manner that would
prevent us from leveraging our Net sales growth into higher Net income. For example, the ongoing eenfliet-conflicts between
Russia and Ukraine , the conflict in the Gaza Strip, and unrest in the Middle East . as well as the international response
related thereto (e. g., sanctions, export controls, etc.), has and may continue to create economic instability, including, among
other things, inflationary pressures causing increases in fuel and other energy costs. In addition, our inability to pass on such
increases in costs to customers in a timely manner, or at all, could cause our Cost of goods sold and operating costs to grow,
which could result in lower Gross profit and gross margin as well as lower Net income. Inflation and increases in operating costs
have adversely affeeted-impacted , and eeutd-may in the future ;-continue to adversely impact , our business, financial position,
results of operations, and cash flows. Our financial performance is affected by the level of our operating expenses, such as
occupancy costs associated with the leases for our branch locations and costs of fuel, vehicle maintenance, equipment, parts,
wages and salaries, employee benefits, health care, self- insurance costs and other insurance premiums, as well as various
regulatory compliance costs, all of which may be subject to inflationary pressures. In particular, our financial performance is
adversely affected by increases in these operating costs. Given the inflation rates #rover the past few years 262+Fiseal-Year
and-the2022Fiseal-Year, we also-cxperienced ft&lﬁg—elevated product and logistics costs as well as increased commodity costs.
Most of our facilities are located in leased premises. Many of our current leases are non- cancelable and typically have terms
ranging from three to five years, with options to renew for specified periods of time. We believe that leases we enter into in the
future will likely be long- term and non- cancelable and have similar renewal options. However, we may be unable to renew our
current or future leases on favorable terms or at all, which could have an adverse effect on our operations and costs. In addition,
if we close a location, we generally remain committed to perform our obligations under the applicable lease, which include,
among other things, payment of the base rent for the balance of the lease term. We deliver a substantial volume of products to
our customers by truck. Petroleum prices have continued to fluctuate significantly in recent years. Prices and availability of
petroleum products are subject to political, economic, and market factors that are outside our control. Political and military
events in petroleum- producing regions, including the Middle East, U. S. energy policy, and hurricanes and other weather-
related events may cause the price of fuel to increase. Our operating profit will be adversely affected if we are unable to obtain
the fuel we require or to fully offset the anticipated impact of higher fuel prices through increased prices or fuel surcharges to
our customers. We have not entered into any hedging arrangements that protect against fuel price increases and we do not have
any long- term fuel purchase contracts. If shortages occur in the supply of necessary petroleum products and we are not able to
pass along the full impact of increased petroleum prices to our customers, our results of operations would be adversely affected.
We cannot predict the extent to which we may experience future increases in costs of occupancy, fuel, vehicle maintenance,
equipment, parts, wages and salaries, employee benefits, health care, self- insurance costs and other insurance premiums, as well
as various regulatory compliance costs and other operating costs. To the extent such costs increase as a result of inflation or
otherwise, we may be prevented, in whole or in part, from passing these cost increases through to our existing and prospective
customers, and the rates we pay to our suppliers may increase, any of which could have a materlal adverse unpact on our
busmess ﬁnan01al posmon results of operatlons and cash flows 0 ;




: y-than : We sell, among other thlngs fertlhzers herblcldes
funglcldes pestlcldes rodentlcldes and other chemlcals Pubhc perception that the products we use and the services we deliver
are not environmentally friendly or safe or are harmful to humans or animals, whether justified or not, or the improper
application of these chemicals, could reduce demand for our products and services, increase regulation or government
restrictions or actions, result in fines or penalties, impair our reputation, involve us in litigation that may result in significant
costs, damage our brand names, and otherwise have a material adverse impact on our business, financial position, results of
operations, and cash flows. Customers are also using social media to provide feedback and information about our Company and
products and services in a manner that can be quickly and broadly disseminated. To the extent a customer has a negative
experience with, or view of, our Company and shares it over social media, it may adversely impact our brand and reputation. In
addition, companies across many industries are facing increasing interest from stakeholders related to their environmental,
social, and governance (“ ESG ”) practices , particularly as it relates to perceived effects of climate change . Investor
advocacy groups, certain institutional investors, investment funds and other influential investors are also increasingly focused
on ESG practices and #rreeentyears-have placed increasing importance on the implications and social cost of their investments.
While we believe that we currently hold a favorable view from stakeholders related to our ESG practices, there can be no
assurance that we will be able to meet the future expectations of our stakeholders, which are evolving rapidly. As a result, we
may suffer from reputational damage and our business or financial condition could be adversely affected. Compliance with,or
liabilities under,environmental health and safety laws and regulatlons including laws and regulations pertaining to the use and
appllcatlon of e A e g s15la fertilizers,herbicides,insecticides,and fungicides ,could result
in significant costs that adversely impact our reputatlon busmess financial position,results of operations,and cash flows.We are
subject to federal,state,provincial,and local environmental,health and safety laws and regulations,including laws that regulate the
emission or discharge of materials into the environment,govern the
use,packaging,labeling,transportation,handling,treatment,storage,disposal,and management of chemicals and hazardous
substances and waste,and protect the health and safety of our associates and users of our products.Such laws also impose liability
for investigation and remediation failures,and damages resulting from,present and past releases of hazardous
substances,including releases at sites we have ever owned,leased or operated,or used as a disposal site. We could be subject to
fines,penalties,civil or criminal sanctions,personal injury,property damage,or other third- party claims as a result of violations
of,or liabilities under,these laws and regulations.We could also incur significant investigation and cleanup costs for
contamination at any currently or formerly owned or operated facilities,including LESCO’ s manufacturing and blending
facilities.In addition,changes in,or new interpretations of,existing laws,regulations,or enforcement policies as a result of the
current presidential administration or otherwise,the discovery of previously unknown contamination,or the imposition of other
environmental liabilities or obligations in the future,including obligations with respect to any potential health hazards of our
products,may lead to additional compliance or other costs that could have a material adverse effect on our business,financial
position,results of operations,and cash flows.In addition,in the United States,products containing herbicides and pesticides
generally must be registered with the U.S.Environmental Protection Agency (“ EPA ) and similar state agencies before they can
be sold or distributed. The failure to obtain or the cancellation of any such registration,or the withdrawal from the marketplace of
such products,could have an adverse effect on our business,the severity of which would depend in part on the products
involved,whether other products could be substituted,and whether our competitors were similarly affected. The herbicides and
pesticides we use are manufactured by independent third parties and are evaluated by the EPA as part of its ongoing exposure
risk assessment. The EPA may decide that a herbicide or pesticide we use will be limited or will not be re- registered for use in
the United States.We cannot predict the outcome or the severity of the effect of the EPA’ s continuing evaluations.The use of
certain herbicide and pesticide products is also regulated by various federal,state,provincial,and local environmental and public
health agencies.We may be unable to prevent violations of these or other regulations from occurring.Even if we are able to
comply with all such regulations and obtain all necessary registrations and licenses,the herbicides and pesticides or other
products we supply could be alleged to cause injury to the environment,to people or to animals,or such products could be
banned in certain circumstances.We are subject to such allegations from time to time.The regulations may also apply to
customers who may fail to comply with environmental,health and safety laws and subject us to liabilities.Costs to comply with
environmental,health and safety laws,or to address liabilities or obligations thereunder,could have a material adverse impact on
our reputation,business,financial position,results of operations,and cash flows.Further, there may also be new legislation or
regulatory change in response to the perceived effects of climate change has-been, or-isexpected-to-be;adopted-atboth-the state
and-federaHevel-occurrence of which may be elevated due to the current presidential administration . These-changes
Changes in environmental and climate change laws or regulations,including laws relating to greenhouse gas emissions,could
lead to new or additional eperatienat-and-investment in product designs that could increase our environmental compliance




expendltures b

y : Such changes in chmate Change laws or regulatrons could
further subject us to addltlonal costs and restrlctrons 1ncludrng additionaHnvestmentinproduet-designs-and-increased energy
and raw material costs .The possible effects ;as-weH-asinereased-riskof ltigationeoneerning-climate change could include
changes in rainfall patterns,water shortages,changing storm patterns and intensities,and changing temperature levels
that could adversely impact our disetesures-costs and business operation and the supply and demand for weather-
sensitive products.Because of the uncertainty of weather volatlllty related thereto-We-to cllmate change and any resulting
unfavorable weather conditions,we cannot predlct its how g 6 : d Ortie—o ¥
as-the-eonsumer-andretai-impaets— impact © ave-a-material-a
condition,results of operations,or cash flows.Because our busrness 1ncludes the rnanagrng,handhng,storrng,selhng and
transporting,and disposing of certain hazardous materials,such as fertilizers,herbicides,pesticides,fungicides,and rodenticides,we
are exposed to environmental,health,safety,and other risks.We carry insurance to protect us against many accident- related risks
involved in the conduct of our business and we maintain insurance coverage in accordance with our assessment of the risks
involved,the ability to bear those risks,and the cost and availability of insurance.Each of these insurance policies is subject to
exclusions,deductibles,and coverage limits. We do not insure against all risks and may not be able to insure adequately against
certain risks and may not have insurance coverage that will pay any particular claim.We also may be unable to obtain adequate
insurance coverage at commercially reasonable rates in the future for the risks we currently insure against,and certain risks are
or could become completely uninsurable or eligible for coverage only to a reduced extent.Our business,financial condition,and
results of operations could be materially impaired by environmental,health,safety,and other risks that reduce our
revenues,increase our costs,or subject us to other liabilities in excess of available insurance.Laws and government regulations
applicable to our business could increase our legal and regulatory expenses,and impact our business,financial position,results of
operations,and cash flows.Our business is subject to significant federal,state,provincial,and local laws and regulations.These
laws and regulations include laws relating to consumer protection,wage and hour requirements,the employment of
immigrants,labor relations,permitting and licensing,building code requirements,workers’ safety,the environment,employee
benefits,marketing and advertising,and the application and use of herbicides,pesticides,and other chemicals.In particular,we
anticipate that various federal,state,provincial,and local governing bodies may propose additional legislation and regulation that
may be detrimental to our business,may decrease demand for the products we supply,or may substantially increase our operating
costs,including proposed legislation,such as environmental regulations related to chemical or nutrient use,water use,climate
change,equipment efficiency standards,and other environmental matters;other consumer protection laws or regulations;or health
care coverage.lt is difficult to predict the future impact of the broad and expanding legislative and regulatory requirements
affecting our businesses and changes to such requirements may adversely affect our business,financial position,results of
operations,and cash flows.In addition,if we were to fail to comply with any applicable law or regulation,we could be subject to
substantial fines or damages,be involved in litigation,suffer losses to our reputation,or suffer the loss of licenses,or incur
penalties that may affect how our business is operated,which,in turn,could have a material adverse impact on our
business,financial position,results of operations,and cash flows. Our industry and the markets in which we operate are highly
competitive and fragmented, and increased competitive pressures could reduce our share of the markets we serve and adversely
affect our business, financial position, results of operations, and cash flows. We operate in markets with relatively few large
competitors, but barriers to entry in the landscape supply industry are generally low, and we may have several competitors
within a local market area. Competition varies depending on product line, type of customer, and geographic area. Some local
competitors may be able to offer higher levels of service, lower prices, or a broader selection of inventory than we can in
particular local markets. As a result, we may not be able to continue to compete effectively with our competitors. Any of our
competitors may foresee the course of market development more accurately than we do, provide superior service, sell or
distribute superior products, have the ability to supply or deliver similar products and services at a lower cost, or on more
favorable credit terms, develop stronger relationships with our customers and other consumers in the landscape supply industry,
adapt more quickly to evolving customer requirements than we do, develop a superior network of distribution centers in our
markets, or access financing on more favorable terms than we can obtain. As a result, we may not be able to compete
successfully with our competitors. In addition, we may face increased competition from new market entrants or companies in
adjacent industries expanding into the landscape supply industry. Such competition may result in the diminution of our market
share or the loss of one or more of our major customers, either of which would adversely affect our business, financial position,
results of operations, and cash flows. Further, existing and future competitors, and private equity firms, increasingly compete
with us for acquisitions, which can increase prices and reduce the number of suitable opportunities available to us; the
acquisitions they make may also adversely impact our market position. Competition can also reduce demand for our products
and services, negatively affect our product sales and services or cause us to lower prices. Consolidation of professional
landscape service firms may result in increased competition for their business. Certain product manufacturers that sell and
distribute their products directly to landscapers may increase the volume of such direct sales. Our suppliers may also elect to
enter into exclusive supplier arrangements with other distributors. We also face increased competition for our talent base from
other employers, particularly competitors. If we are unable to retain our talent or lose talent to a competitor, our ability to
achieve our strategic objectives may be adversely affected. In addition, former associates may start landscape supply businesses
similar to ours, in competition with us. Given the low barriers to entry in our industry, the possibility of former associates
starting similar businesses may be more likely. Increased competition from businesses started by former associates may reduce
our market share and adversely affect our business, financial position, results of operations, and cash flows. Our customers
consider the performance of the products we distribute, our customer service, and price when deciding whether to use our
services or purchase the products we distribute. Excess industry capacity for certain products in several geographic markets




could lead to increased price competition. We may be unable to maintain our operating costs or product prices at a level that is
sufficiently low for us to compete effectively. If we are unable to compete effectively with our existing competitors or new
competitors enter the markets in which we operate, our financial condition, operating results, and cash flows may be adversely
affected. Supply chain delays or interruptions, product shortages, loss of key suppliers, failure to develop relationships with
qualified suppliers or dependence on third- party suppliers and manufacturers could affect our financial health. Our ability to
offer a wide variety of products to our customers is dependent upon our ability to obtain adequate product supply from
manufacturers and other suppliers. Any disruption in our sources of supply, particularly of the most commonly sold items, could
result in a loss of revenues, reduced margins, and damage to our relationships with customers. Supply shortages may occur as a
result of unanticipated increases in demand or difficulties in production or delivery. In addition, we may be materially adversely
impacted by disruptions within our supply chain network. Such disruptions may result from weather- related events, natural
disasters, international trade disputes or trade policy changes or restrictions, tariffs or import- related taxes, third- party strikes,
lock- outs, work stoppages or slowdowns, shortages of supply chain labor and truck drivers, shipping capacity constraints,
military conflicts, acts of terrorism, public health issues (including pandenties-public health emergencies and related shut-
downs, re- openings, or other actions by the government), civil unrest, or other factors beyond or-our guarantines{steh-as
control. For example, in the 2022 Fiscal Year, our supply chains were negatively impacted by the COVID- 19 pandemic ¥
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pandemte-, especially with respect to freight and labor availability. Although our supply chains stabilized in the 2023 Fiscal
Year, When-when shortages occur, our suppliers often allocate products among distributors. The loss of, or a substantial
decrease in the availability of, products from our suppliers or the loss of key supplier arrangements could adversely impact our
financial condition, operating results, and cash flows, as well as our ability to benefit from ongoing supply chain initiatives. Our
ability to continue to identify and develop relationships with qualified suppliers who can comply with our Supplier Code of
Conduct and satisfy our high standards for quality and our need to be supplied with products in a timely and efficient manner is a
signifieantchallenge. Our suppliers’ ability to provide us with products can also be adversely affected in the event they become
financially unstable, fail to comply with applicable laws, encounter supply disruptions, shipping interruptions, trade restrictions,
tariffs or increased costs, or face other factors beyond our control, including, for example, as a result of the eenfltet-conflicts
between Russia and Ukraine et the €OVID-—9-pandemie-conflict in the Gaza Strip, and unrest in the Middle East . Our
agreements with suppliers are generally terminable by either party on limited notice, and in some cases we do not have written
agreements with our suppliers. If market conditions change or worsen, suppliers may stop offering us favorable terms, including
volume- based incentive terms. Our suppliers may increase prices or reduce discounts on the products we distribute and we may
be unable to pass on any cost increase to our customers, thereby resulting in reduced margins and profits. Failure by our
suppliers to continue to supply us with products on favorable terms, commercially reasonable terms, or at all, could put pressure
on our operating margins or have a material adverse effect on our financial condition, results of operations, and cash flows. We
are subject to inventory management risks; insufficient inventory may result in lost sales opportunities or delayed revenue,
while excess inventory may harm our gross margins. We balance the need to maintain inventory levels that are sufficient to
ensure competitive lead times against the risk of inventory obsolescence because of changing customer requirements, fluctuating
commodity prices, or the life- cycle of nursery goods, sod, and other green products. For example, while we increased our
inventory levels in the 2022 Fiscal Year to mitigate the adverse impact of supply chain disruptions, we were able to
normalize inventory levels in the 2023 Fiscal Year. [n order to successfully manage our inventories, including grass seed,
chemicals used in fertilizers, and nursery goods, sod, and other green products, we must estimate demand from our customers
and purchase products that substantially correspond to that demand. If we overestimate demand and purchase too much of a
particular product, we face a risk that the price of that product will fall, leaving us with inventory that we cannot sell profitably.
In addition, we may have to write down such inventory if we are unable to sell it for its recorded value. Contracts with certain
suppliers require us to take on additional inventory or pay a penalty, even in circumstances where we have excess inventory. By
contrast, if we underestimate demand and purchase insufficient quantities of a product and the price of that product were to rise,
we could be forced to purchase that product at a higher price and forego profitability in order to meet customer demand.
Insufficient inventory levels may lead to shortages that result in delayed revenue or loss of sales opportunities altogether as
potential end- customers turn to competitors’ products that are readily available. Our business, financial condition, and results of
operations could suffer a material adverse effect if either or both of these situations occur frequently or in large volumes. Many
factors, such as weather conditions, agricultural limitations and restrictions relating to the management of pests and disease,
affect the supply of nursery goods, grass seed, sod, and other green products. If the supply of these products available is limited,
prices could rise, which could cause customer demand to be reduced and our revenues and gross margins to decline. For
example, nursery goods, sod, and grass seed are perishable and have a limited shelf life. Should we be unable to sell our
inventory of nursery goods, grass seed, sod, and other green products within a certain time frame, we may face losses requiring
write- downs. In contrast, we may not be able to obtain high- quality nursery goods and other green products in an amount
sufficient to meet customer demand. Even if available, nursery goods from alternate sources may be of lesser quality or may be
more expensive than those currently grown or purchased by us. If we are unable to effectively manage our inventory and that of
our distribution partners, our business, financial condition, and results of operations could be adversely affected. We may not be
able to fully implement our business strategies or realize, in whole or in part within the expected time frames, the anticipated
benefits of our various growth, or other initiatives, such as our procurement and supply chain management initiatives, as
well as our transportation and customer relationship management systems. Our various business strategies and initiatives,
including our growth, operational, and management initiatives, are subject to significant business, economic, and competitive
uncertainties and contingencies, many of which are beyond our control. The execution of our business strategy and our financial



performance will continue to depend in significant part on our executive management team and other key management
personnel, and our executive management team’ s ability to execute the operational initiatives that they are undertaking. In
addition, we may incur certain costs as we pursue our growth, operational, and management initiatives, and we may not meet
anticipated implementation timetables or stay within budgeted costs. As these initiatives are undertaken, we may not fully
achieve our expected efficiency improvements or growth rates, or these initiatives could adversely impact our customer
retention, supplier relationships, or operations. Also, our business strategies may change from time to time in light of our ability
to implement our business initiatives, competitive pressures, economic uncertainties or developments, or other factors. We may
be unable to successfully acquire and integrate other businesses. Our historical growth has been driven in part by acquisitions,
and future acquisitions are an important element of our business strategy. We may be unable to continue to grow our business
through acquisitions. We may not be able to continue to identify suitable acquisition targets and may face increased competition
for these acquisition targets by both existing competitors as well as new market entrants. In addition, acquired businesses may
not perform in accordance with expectations, and our business judgments concerning the value, strengths, and weaknesses of
acquired businesses may not prove to be correct. We may also be unable to achieve expected improvements or achievements in
businesses that we acquire. At any given time, we may be evaluating or in discussions with one or more acquisition targets,
including entering into non- binding letters of intent. Future acquisitions may result in the incurrence of debt and contingent
liabilities, legal liabilities, goodwill impairments, increased interest and amortization expense, and significant integration costs.
Acquisitions involve a number of special risks, including: * our inability to manage acquired businesses or control integration
costs and other costs relating to acquisitions; ¢ potential adverse short- term effects on operating results from increased costs or
otherwise; ¢ diversion of management’ s attention; * failure to retain existing customers or key personnel of the acquired
business and recruit qualified new associates at the location; ¢ failure to successfully implement infrastructure, logistics, and
systems integrations which could, among other things, increase the risk of a cybersecurity incident; ¢ potential impairment of
goodwill; « our inability to obtain financing necessary to complete acquisitions on attractive terms or at all; ¢ risks associated
with the internal controls of acquired companies; * exposure to legal claims for activities of the acquired business prior to
acquisition and inability to realize on any indemnification claims, including with respect to environmental and immigration
claims; and ¢ the risks inherent in the systems of the acquired business and risks associated with unanticipated events or
liabilities. Our strategy could be impeded if we do not identify, or face increased competition for, suitable acquisition targets,
and such increased competition could result in higher purchase price multiples we have to pay for acquisition targets or reduce
the number of suitable targets. Our business, financial condition, results of operations, and cash flows could be adversely
affected if any of the foregoing factors were to occur. Risks associated with our labor force and our customers’ labor force could
have a significant adverse effect on our business. We have an employee base of approximately 7, 866-800 associates. Various
federal and state labor laws govern our relationships with our associates and affect our operating costs. These laws include
employee classifications as exempt or non- exempt, minimum wage requirements, unemployment tax rates, workers’
compensation rates, overtime, family leave, anti- discrimination laws, safety standards, payroll taxes, citizenship requirements,
and other wage and benefit requirements for employees classified as non- exempt. As our associates may be paid at rates that
relate to the applicable minimum wage, further increases in the minimum wage could increase our labor costs. Associates may
make claims against us under federal or state laws, which could result in significant costs. Significant additional government
regulations, including the Employee Free Choice Act, the Paycheck Fairness Act, and the Arbitration Fairness Act, could
materially affect our business, financial condition, and results of operations. In addition, we compete with other companies for
many of our associates in hourly positions, and we invest significant resources to train and motivate our associates to maintain a
high level of job satisfaction. Like many companies in our industry, our hourly employment positions have historically had high
turnover rates, which can lead to increased spending on training and retention and, as a result, increased labor costs. If we are
unable to effectively retain highly qualified associates in our key positions to deliver the customer experience, particularly our
transportation and supply chain associates, it could adversely impact our business, financial position, results of operations, and
cash flows. None of our associates are currently covered by collective bargaining or other similar labor agreements. However, if
a larger number of our associates were to unionize, including as a result of any future legislation that makes it easier for
associates to unionize, our business could be negatively affected. Any inability by us to negotiate collective bargaining
arrangements could cause strikes or other work stoppages, and new contracts could result in increased operating costs. If any
such strikes or other work stoppages occur, or if other associates become represented by a union, we could experience a
disruption of our operations and higher labor costs. In addition, certain of our suppliers have unionized work forces and certain
of our products are transported by unionized truckers. Strikes, work stoppages, or slowdowns could result in slowdowns or
closures of facilities where the products that we sell are manufactured or could affect the ability of our suppliers to deliver such
products to us. Any interruption in the production or delivery of these products could delay or reduce availability of these
products and increase our costs. Further, a large portion of our customers are in the landscape services industry, which is labor
intensive. Demand for our products may be impacted by our customers’ ability to attract, train, and retain workers. Restrictive
immigration policies, trends in labor migration, and increases in our customers’ personnel co