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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K of The Chefs’ Warehouse, Inc. contains forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended. Forward-looking statements provide our current expectations or forecasts of future events and are
not statements of historical fact. These forward-looking statements include information about possible or assumed
future events, including, among other things, discussion and analysis of our future financial condition, results of
operations, our strategic plans and objectives, cost management, liquidity and ability to refinance our indebtedness as
it matures, anticipated capital expenditures (and access to capital) required to complete projects, amounts of cash
distributions to our stockholders in the future, if any, and other matters. Words such as “anticipates,” “expects,” “intends,”
“plans,” “believes,” “seeks,” “estimates” and variations of these words and similar expressions are intended to identify
forward-looking statements. These statements are not guarantees of future performance and are subject to risks,
uncertainties and other factors, some of which are beyond our control, are difficult to predict and/or could cause actual
results to differ materially from those expressed or forecasted in the forward-looking statements.

Forward-looking statements involve inherent uncertainty and may ultimately prove to be incorrect or false. Investors
in our common stock are cautioned not to place undue reliance on forward-looking statements. Except as otherwise
may be required by law, we undertake no obligation to update or revise forward-looking statements to reflect changed
assumptions, the occurrence of unanticipated events or actual operating results. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of various factors, including, but not
limited to, the following:

• our success depends to a significant extent upon general economic conditions, including disposable income
levels and changes in consumer discretionary spending;

•a significant portion of our future growth is dependent upon our ability to expand our operations in our existingmarkets and to penetrate new markets through acquisitions;

•we may not achieve the benefits expected from our acquisitions, which could adversely impact our business andoperating results;
•we may have difficulty managing and facilitating our future growth;

•conditions beyond our control could materially affect the cost and/or availability of our specialty food products orcenter-of-the-plate products and/or interrupt our distribution network;

•our increased distribution of center-of-the-plate products, like meat, poultry and seafood, involves increased exposureto price volatility experienced by those products;

•our business is a low-margin business and our profit margins may be sensitive to inflationary and deflationarypressures;

•group purchasing organizations may become more active in our industry and increase their efforts to add ourcustomers as members of these organizations;

•because our foodservice distribution operations are concentrated in certain culinary markets, we are susceptible toeconomic and other developments, including adverse weather conditions, in these areas;

•
damage to our reputation or lack of acceptance of our specialty food products, center-of-the-plate products and/or the
brands we carry in existing and new markets could materially and adversely impact our business, financial condition
or results of operations;
•our customers are generally not obligated to continue purchasing products from us;

•we have experienced losses due to our inability to collect accounts receivable in the past and could experienceincreases in such losses in the future if our customers are unable to pay their debts to us in a timely manner or at all;

•product liability claims could have a material adverse effect on our business, financial condition or results ofoperations;
•fuel cost volatility may have a material adverse effect on our business, financial condition or results of operations;
•
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new information or attitudes regarding diet and health or adverse opinions about the health effects of the products we
distribute could result in changes in consumer eating habits, which could have a material adverse effect on our
business, financial condition or results of operations;
•we have significant competition from a variety of sources, and we may not be able to compete successfully;
•our substantial indebtedness may limit our ability to invest in the ongoing needs of our business;
•our ability to raise capital in the future may be limited;

•we may be unable to obtain debt or other financing, including financing necessary to execute on our acquisitionstrategy, on favorable terms or at all;

•information technology system failures or breaches of our network security could interrupt our operations andadversely affect our business;
•our investments in information technology may not produce the benefits that we anticipate;
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•we may not be able to adequately protect our intellectual property, which, in turn, could harm the value of our brandsand adversely affect our business;

•our business operations and future development could be significantly disrupted if we lose key members of ourmanagement team;

•

our insurance policies may not provide adequate levels of coverage against all claims, and fluctuating insurance
requirements and costs could negatively impact our profitability. In addition, if we fail to establish proper reserves
and adequately estimate future expenses, the costs associated with our self-insured group medical, workers’
compensation liability and auto liability plans may adversely affect our business, financial condition or results of
operations;

•
increases in our labor costs, including as a result of labor shortages, the unionization of some of our associates, the
price or unavailability of insurance and changes in government regulation, could slow our growth or harm our
business;

•
we are subject to significant governmental regulation and failure to comply could subject us to enforcement actions,
recalls or other penalties, which could have a material adverse effect on our business, financial condition or results of
operations;

•federal, state, provincial and local tax rules in the United States and Canada may adversely impact our business,financial condition or results of operations;
•the price of our common stock may be volatile and our stockholders could lose all or a part of their investment;

•concentration of ownership among our existing executive officers, directors and their affiliates may prevent newinvestors from influencing significant corporate decisions;

•if securities analysts or industry analysts downgrade our stock, publish negative research or reports or do not publishreports about our business, our stock price and trading volume could decline;
•we do not intend to pay dividends for the foreseeable future and our stock may not appreciate in value;

•our issuance of preferred stock or debt securities could adversely affect holders of our common stock and discourage atakeover; and

•
some provisions of our charter documents and Delaware law may have anti-takeover effects that could
discourage an acquisition of us by others, even if an acquisition would be beneficial to our stockholders, and
may prevent attempts by our stockholders to replace or remove our current management.

This list of risks and uncertainties, however, is only a summary of some of the most important factors and is not
intended to be exhaustive. Investors in our common stock should carefully review the risks that are set forth under the
caption “Risk Factors” included in Part I, Item 1A of this Form 10-K.

Unless this Form 10-K indicates otherwise or the context otherwise requires, the terms “The Chefs’ Warehouse,” “we,” “our,”
“our Company,” “the Company” or “us” as used in this Form 10-K refer to The Chefs’ Warehouse, Inc. and its subsidiaries.
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Item 1.     BUSINESS

We are a premier distributor of specialty food products in the United States and Canada. We are focused on serving
the specific needs of chefs who own and/or operate some of the leading menu-driven independent restaurants, fine
dining establishments, country clubs, hotels, caterers, culinary schools, bakeries, patisseries, chocolatiers, cruise lines,
casinos and specialty food stores in the United States and Canada. We believe that we have a distinct competitive
advantage in serving these customers as a result of our extensive selection of distinctive and hard-to-find specialty and
center-of-the-plate food products, our product knowledge and our customer service.

We define specialty food products as gourmet foods and ingredients that are of the highest grade, quality or style as
measured by their uniqueness, exotic origin or particular processing method. Our product portfolio includes over
55,000 stock-keeping units (“SKUs”) from more than 2,200 different suppliers and is comprised primarily of imported
and domestic specialty food products, such as artisan charcuterie, specialty cheeses, unique oils and vinegars, truffles,
caviar, chocolate and pastry products. We also offer an extensive line of center-of-the-plate products, including
custom cut beef, seafood and hormone-free poultry, as well as broadline food products, such as cooking oils, butter,
eggs, milk and flour. When marketing our products to our customers, we focus our efforts on chefs, and we believe
that, by offering a wide selection of both distinctive and hard-to-find products, together with center-of-the-plate
proteins and staple broadline food products, we are able to differentiate ourselves from larger, traditional broadline
foodservice distributors, while simultaneously enabling our customers to utilize us as their primary foodservice
distributor. Additionally, as a result of our acquisition of Allen Brothers, Inc. (“Allen Brothers”) in December 2013, we
market certain of our center-of-the-plate products directly to consumers through a mail and e-commerce platform.

Since the formation of our predecessor in 1985, we have expanded our distribution network, product selection and
customer base both organically and through acquisitions. From December 26, 2014 to December 28, 2018, our net
revenues increased from approximately $833 million to approximately $1.4 billion. During these periods and in prior
years, our sales to both new and existing customers have increased as a result of an increase in the breadth and depth
of our product portfolio, our commitment to customer service, the efforts of our experienced and sophisticated sales
professionals, the increased use of technology in the operations and management of our business and our ongoing
consolidation of the fragmented specialty foodservice distribution industry. Since December 26, 2014, we have
completed eight acquisitions which have increased our penetration in existing markets, expanded our footprint into
new markets and/or enhanced our product capabilities. The up-front cash purchase prices for these eight acquisitions
resulted in aggregate up-front cash consideration of more than $188.3 million, which we funded with borrowings
under our then existing senior secured credit facilities and the proceeds of our common stock offering completed in
December 2017.

Excluding our direct-to-consumer business, we currently serve more than 34,000 customer locations in our sixteen
primary geographic markets across the United States and Canada, including New York, Washington, D.C., Los
Angeles, San Francisco, Las Vegas, Miami, Portland, Columbus, Cincinnati, Chicago, Vancouver, Edmonton,
Toronto, Seattle, Sacramento, and Texas. By leveraging an experienced and sophisticated sales force of approximately
530 sales and customer service professionals, we maintain collaborative relationships with thousands of chefs while
also acting as a critical marketing arm and route-to-market for many of our suppliers. We operate 28 distribution
centers and provide service six days a week in many of our service areas, utilizing our fleet of delivery trucks to fill
our customers’ orders.

Competitive Strengths

We believe that, during our over 30-year history, we have achieved, developed and/or refined the following strengths
which provide us with a distinct competitive position in the foodservice distribution industry and also the opportunity
to achieve superior margins relative to most large broadline foodservice distributors:
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Leading Distributor of Specialty Food Products in Many of the Key Culinary Markets. Based on our management’s
industry knowledge and experience, we believe we are the largest distributor of specialty food products, as measured
by net sales, in the New York, Washington, D.C., San Francisco and Los Angeles metropolitan markets. We believe
these markets, along with a number of other markets we serve, including Las Vegas, Miami, Portland, Columbus,
Cincinnati, Chicago, Vancouver, Edmonton, Toronto, Seattle, Sacramento, and Texas, create and set the culinary
trends for the rest of the United States and Canada and provide us with valuable insight into the latest culinary and
menu practices. Furthermore, we believe our established relationships with many of the top chefs, culinary schools
and dining establishments in these key culinary markets have benefited us when we entered into new markets where
we believe that chefs at our potential customers were generally knowledgeable of our brand and commitment to
quality and excellence from their experience working in other markets which we serve or through their personal
relationships throughout the culinary industry.

5
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Expansive Product Offering. We offer an extensive portfolio of high-quality specialty food products, ranging from
basic ingredients and staples, such as milk and flour, to custom cut steaks and seafood and pastries, as well as
delicacies and specialty ingredients sourced from North America, Europe, Asia and South America, which we believe
helps our customers distinguish their menu items. We carry more than 55,000 SKUs and we constantly evaluate our
portfolio and introduce new products to address regional trends and preferences and ensure that we are on the leading
edge of broader culinary trends. Through our importing division, we provide our customers with access to a portfolio
of exclusive items, including regional olive oils, truffles and charcuterie from Italy, Spain, France and other
Mediterranean countries. In addition, and as evidence of our commitment to aid our customers in creating unique and
innovative menu items, we regularly utilize our sourcing relationships and industry insights to procure additional
products that we do not regularly carry but that our customers specifically request. We believe that the breadth and
depth of our product portfolio facilitates our customers’ ability to distinguish and enhance their menu offerings and
differentiates us from larger traditional broadline foodservice distributors. For example, we provide a selection of
more than 180 different varieties of olive oil, while large broadline foodservice distributors only carry, on average,
5-10 types of olive oil.

Critical Route-to-Market for Specialty Food Suppliers. We currently distribute products from more than 2,200
different suppliers. Our suppliers are located throughout North America, Europe, Asia and South America and include
numerous small, family-owned entities and artisanal food producers. We are the largest customer for many of our
suppliers. As a result, our experienced and sophisticated sales professionals, customer relationships and distribution
platform are important to these suppliers’ route-to-market, which enables us to offer a wide range of products on an
exclusive basis.

Expanding Base of Premier Customer Relationships. Our breadth and depth of product offerings coupled with our
highly regarded customer service has allowed us to develop and retain a loyal customer base that is comprised of chefs
who own or work at more than 34,000 of the nation’s leading menu-driven independent restaurants, fine dining
establishments, country clubs, hotels, caterers, culinary schools, bakeries, patisseries, chocolatiers, cruise lines,
casinos and specialty food stores. Our focus on product selection, product knowledge and customer service has
rewarded us with a number of long-term customer relationships, which often begin when chefs are introduced to us
while attending the nation’s leading culinary schools, including The Culinary Institute of America and The French
Culinary Institute, both of which have been customers of ours for more than ten years. Based on our management’s
industry experience and our relationships and dealings with our customers, we believe we are the primary distributor
of specialty food products to the majority of our customers that are not part of our direct-to-consumer
center-of-the-plate business.

Collaborative Professional and Educational Relationships with our Customers. We employ a sophisticated and
experienced sales force of approximately 530 sales and customer service professionals, a significant number of whom
have formal culinary training, degrees in the culinary arts or prior experience working in the culinary industry.
Equipped with advanced culinary and industry knowledge, our sales professionals seek to establish a rapport with our
customers’ chefs, so that they can more fully understand and anticipate the needs of and offer cost-effective food
product solutions to the chefs who own or operate these businesses. We believe that the specialized knowledge base of
our sales professionals enables us to take a more collaborative and educational approach to selling our gourmet foods
and ingredients and to further differentiate ourselves from our traditional broadline competitors.

Expertise in Logistics and Distribution. We have built a first-class, scalable inventory management and logistics
platform that enables us to efficiently fill our customers’ orders and to profitably meet our customers’ needs for varying
drop sizes, high service levels and timely delivery. Our average distribution service level, or the percentage of in-stock
items ordered by customers that are not part of our direct-to-consumer center-of-the-plate business that were delivered
by the requested date, was in excess of 96% in 2018, which we believe is among the highest rates in the foodservice
distribution industry. With 28 distribution centers located throughout the United States and Canada, we are able to

Edgar Filing: Chefs' Warehouse, Inc. - Form 10-K

9



leverage our geographic footprint and reduce our inbound freight costs. This scale enables us to maintain a portfolio of
more than 55,000 SKUs, and through the operation of our sophisticated information technology, inventory
management and logistics systems, we believe we provide our customers with some of the highest levels of customer
service and responsiveness in our industry.

Experienced and Proven Management Team. Our senior management team has demonstrated the ability to grow the
business through various economic environments. With collective experience of more than 90 years at The Chefs’
Warehouse, its predecessor and other foodservice distribution companies, our founders and senior management are
experienced operators and are passionate about our future. Our senior management team is comprised of our founders,
as well as experienced professionals with expertise in the foodservice distribution industry and in a wide range of
functional areas, including finance and accounting, sales and marketing, operations, information technology, legal and
human resources.
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Our Growth Strategies

We believe substantial organic growth opportunities exist in our current markets through increased penetration of our
existing customers and the addition of new customers, and we have identified new markets that we believe also
present opportunities for future expansion. Key elements of our growth strategy include the following:

Increase Penetration with Existing Customers. We intend to sell more products to our existing customers by increasing
the breadth and depth of our product selection and increasing the efficiency of our sales professionals, while at the
same time continuing to provide excellent customer service. We are a data-driven and goal-oriented organization, and
our management and sales professionals are highly focused on our weekly sales and gross profit contribution from
each of our non-direct-to-consumer customers and increasing the number of unique products we distribute to such
customers. We believe our acquisition activity reflects this focus, as we have sought to complement our existing
product offerings and enhance our product capabilities through the acquisition of wholesale specialty distributors and
high quality center-of-the-plate protein suppliers, manufacturers and distributors.

Expand our Customer Base Within our Existing Markets. As of December 28, 2018, we served more than 34,000
customer locations, excluding our direct-to-consumer business, in the United States and Canada. We plan to expand
our market share in the fragmented specialty food distribution industry by cultivating new customer relationships
within our existing markets through the continued penetration of menu-driven independent restaurants, fine dining
establishments, country clubs, hotels, caterers, culinary schools, bakeries, patisseries, chocolatiers, cruise lines,
casinos and specialty food stores. We believe we have the opportunity to continue to gain market share in our existing
markets by offering an extensive selection of specialty food products, as well as center-of-the-plate proteins and
traditional broadline staple food products through our unique, collaborative and educational sales efforts and efficient,
scalable distribution solution.

Improve our Operating Margins. As we continue to grow, we believe that the investments we are making in our
facilities and information technology platforms, along with improved efficiencies that we are working to achieve in
our general and administrative functions, should yield both improved customer service and profitability. Utilizing our
fleet of delivery trucks, we usually fill customer orders within 12-24 hours of order placement. We intend to continue
to offer our customers this high level of customer service, while maintaining our focus on realizing efficiencies and
economies of scale in purchasing, warehousing, distribution and general and administrative functions which, when
combined with incremental fixed-cost leverage, we believe will lead to continued improvements in our operating
margin over time.

Pursue Selective Acquisitions. Throughout our over 30-year history, we have successfully identified, consummated
and integrated multiple strategic acquisitions, which were designed to increase our penetration in existing markets,
expand our footprint into new markets and/or enhance our product capabilities. We believe that, over time, we will be
able to improve the operations and overall profitability of each acquired company by leveraging our sourcing
relationships to provide an expanded product portfolio, implementing our tested sales force training techniques and
metrics and installing improved warehouse management and information systems. We believe we have the
opportunity to capitalize on our existing infrastructure and expertise by continuing to selectively pursue opportunistic
acquisitions in order to expand the breadth of our distribution network, increase our operating efficiency and add
additional products and capabilities. Since our initial public offering (“IPO”), we have completed fifteen acquisitions,
which have increased our penetration in existing markets, expanded our footprint into new markets and enhanced our
product capabilities.

Our Markets and the Customers that We Serve
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Excluding our direct-to-consumer business, we distribute our specialty food products to over 34,000 distinct customer
locations from distribution centers located in our primary markets, which include New York, Washington, D.C., Los
Angeles, San Francisco, Las Vegas, Miami, Portland, Columbus, Cincinnati, Chicago, Vancouver, Edmonton,
Toronto, Seattle, Sacramento, and Texas. We also serve customers in a number of other markets, including
Philadelphia, Boston and Napa Valley. We believe that many of these markets set the culinary trends for the rest of
the United States and Canada and provide us with valuable insight into the latest culinary and menu trends. We have
established collaborative professional and educational relationships with some of the United States’ and Canada’s most
demanding chefs, which allows us to anticipate the needs of, and offer cost-effective food product solutions to, our
customers while allowing our customers to locate ingredients that will enable them to create unique and differentiated
menu items. Our target customers include menu-driven independent restaurants, fine dining establishments, country
clubs, hotels, caterers, culinary schools, bakeries, patisseries, chocolatiers, cruise lines, casinos and specialty food
stores. We have no meaningful customer concentration as our top ten customers accounted for less than 1.9% of total
net sales for our 2018 fiscal year.
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Additionally, as a result of our acquisition of Allen Brothers in December 2013, we now also market certain of our
center-of-the-plate proteins directly to consumers through a mail and e-commerce platform.

Set forth below is a breakdown of the primary geographic markets we serve and the year we entered each market:
Market Name Geographies Served Year Entered
New York
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