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Item 2.02 Results of Operations and Financial Condition.

On November 11, 2019, Grocery Outlet Holding Corp. (the “Company”) announced its financial results for the fiscal quarter ended September 28, 2019. The
full text of the press release issued by the Company is furnished as Exhibit 99.1 to this report.

Also on November 11, 2019, the Company held a conference call to discuss its financial results for the fiscal quarter ended September 28, 2019. A transcript
of such call is furnished as Exhibit 99.2 to this report.

The information in Item 2.02 of this current report on Form 8-K (including Exhibit 99.1 and Exhibit 99.2 furnished herewith) shall not be deemed “filed” for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor
shall it be deemed incorporated by reference in any filing under the Securities Act of 1933, as amended or the Exchange Act, except as expressly set forth by
specific reference in such a filing.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.

Exhibit No. Description
99.1 Press release entitled “Grocery Outlet Holding Corp. Announces Third Quarter Fiscal 2019 Financial Results” dated November 11,

2019.
99.2 Transcript of Grocery Outlet Holding Corp.’s conference call held on November 11, 2019.
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Charles Bracher
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Exhibit 99.1

Grocery Outlet Holding Corp. Announces Third Quarter Fiscal 2019 Financial Results

Net sales increased 13.1% to $652.5 million
Comparable store sales increased 5.8%

Net income of $12.4 million; Adjusted net income increased 58.8% to $20.6 million
Adjusted EBITDA increased 13.2% to $44.2 million

Raises Fiscal 2019 Guidance

Emeryville, CA – November 11, 2019 – Grocery Outlet Holding Corp. (“Grocery Outlet” or the “Company”) today announced financial
results for the third quarter of fiscal 2019 ended September 28, 2019.

For the third quarter ended September 28, 2019:

• Net sales increased by 13.1% to $652.5 million from $576.8 million in the third quarter of fiscal 2018; comparable store sales increased
by 5.8% over a 4.2% increase in the same period last year.

• The Company opened eight new stores and closed one, ending the quarter with 337 stores in six states.

• Net income was $12.4 million, or $0.13 per diluted share, compared to net income of $7.7 million, or $0.11 per diluted share, in the
third quarter of fiscal 2018.

• Adjusted EBITDA (1) increased 13.2% to $44.2 million compared to $39.0 million in the third quarter of fiscal 2018.

• Adjusted net income (1) increased 58.8% to $20.6 million, or $0.22 per diluted share, compared to $13.0 million, or $0.19 per diluted
share, in the third quarter of fiscal 2018.

Eric Lindberg, CEO of Grocery Outlet, stated, “We were pleased with our third quarter performance, as customers continued to respond to the
unbeatable values and treasure hunt experience delivered by local independent operators. The increase in comparable store sales was once again
attributable to broad-based strength across product categories, regions and vintages, while new stores continued to perform well. In addition,
we made strategic enhancements in our business to support our long-term growth objectives.”

Mr. Lindberg continued, “We look forward to driving continued comparable sales growth by providing our customers deep value and a unique
treasure hunt shopping experience. We remain committed to reinvesting in our business to support our network of independent operators,
optimize and expand our supplier base, and drive brand awareness and engagement. We are excited about the opportunities ahead, as we
maintain our focus on delivering measured and consistent growth while building the business for long-term success.”
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For the 39 weeks ended September 28, 2019:

• Net sales increased by 11.8% to $1.9 billion from $1.7 billion in the same period in 2018; comparable store sales increased by 5.3%
over a 3.8% increase in the same period in 2018.

• Net income was $5.6 million, or $0.07 per share, compared to net income of $20.5 million, or $0.30 per diluted share, in the same
period in 2018.

• Adjusted EBITDA (1) increased 12.3% to $128.3 million, compared to $114.3 million in the same period in 2018.

• Adjusted net income (1) increased 20.3% to $45.0 million, or $0.57 per diluted share, compared to $37.4 million, or $0.55 per diluted
share, last year.

Balance sheet and cash flow:

• Cash and cash equivalents totaled $44.0 million at the end of the third quarter of fiscal 2019 as compared to $40.9 million at the end of
the same period in 2018.

• The Company ended the third quarter of fiscal 2019 with $462.5 million in total debt, compared to $709.1 million at the end of the
same period in 2018. The decline was due to the prepayment of debt in the second quarter of fiscal 2019.

• Net cash provided by operations during the third quarter was $64.8 million.

• Capital expenditures for the third quarter of fiscal 2019, excluding the impact of landlord allowances, totaled approximately $31.6
million.

Recent Developments:

• On October 3, 2019, the Company announced pricing of its secondary offering of 13.0 million shares at $33.75 per share.

• The Company did not sell any shares of common stock in the offering and did not receive any of the proceeds from the sale.

• On October 23, 2019, the Company prepaid $15.0 million of its outstanding first lien term loan.
(1) Adjusted EBITDA, adjusted net income and adjusted diluted earnings per share are non-GAAP financial measures, which exclude the impact
of certain special items. See the Non-GAAP Financial Measures section of this release for additional information about these items.
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Fiscal 2019 outlook:

The Company expects the following results for the fiscal year 2019:

Prior Full-Year 2019 Guidance Updated Full-Year 2019 Guidance
Net sales $2.50 billion to $2.53 billion Slightly above $2.55 billion
Unit growth (1) Approximately 29 stores 30 stores
Comparable store sales growth 3% to 4% Approximately 4.9%
Adjusted EBITDA $162.0 million to $165.5 million $167.0 million to $168.0 million
Adjusted diluted earnings per share (2) $0.68 to $0.71 $0.73 to $0.74
Effective tax rate (3) Approximately 28% Approximately 28%
Capital expenditures (net of tenant improvement
allowances)

$85 million to $90 million $90 million to $95 million

Footnotes:

(1) Unit growth guidance represents 33 new store openings and is net of three expected closures.

(2) The estimated fourth quarter diluted share count is 94.5 million shares. This estimate does not include potential future dilution
associated with approximately 5.8 million performance-based options issued primarily under our 2014 Stock Incentive Plan as the
ultimate vesting of these performance-based options is uncertain. If and when vesting occurs, any vested performance-based options
will be included in the diluted share count at that time.

(3) Effective tax rate does not include the potential impact of future stock option exercises or the expense associated with performance-
based options.

Conference Call Information:

A conference call to discuss the third quarter fiscal 2019 financial results is scheduled for today, November 11, 2019, at 4:30 p.m. Eastern
Time. Investors and analysts interested in participating in the call are invited to dial 877-407-9208 approximately 10 minutes prior to the start
of the call. A live audio webcast of the conference call will be available online at https://investors.groceryoutlet.com.

A taped replay of the conference call will be available within two hours of the conclusion of the call and can be accessed both online and by
dialing 412-317-6671. The pin number to access the telephone replay is 13694574. The replay will be available for approximately two weeks
after the call.

Non-GAAP Financial Information:

In addition to reporting financial results in accordance with accounting principles generally accepted in the United States (“GAAP”), the
Company uses EBITDA, adjusted EBITDA, adjusted net income and adjusted diluted earnings per share measures of performance to evaluate
the effectiveness of its business strategies, to make budgeting decisions and to compare its performance against that of other peer companies
using similar measures. Management believes it is useful to investors and analysts to evaluate these non-GAAP measures on the same basis as
management uses to evaluate our operating results.
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Adjusted EBITDA is defined as net income before interest expense, taxes, depreciation and amortization (“EBITDA”) and other adjustments
noted in table “Reconciliation of GAAP Net Income to Adjusted EBITDA” below. Adjusted net income is defined as net income before the
adjustments noted in table “Reconciliation of GAAP Net Income to Adjusted Net Income” below.

Adjusted EBITDA and adjusted net income are non-GAAP measures and may not be comparable to similar measures reported by other
companies. Adjusted EBITDA and adjusted net income have limitations as analytical tools, and you should not consider them in isolation or as
a substitute for analysis of our results as reported under GAAP.

The Company has not reconciled the non-GAAP adjusted EBITDA and adjusted diluted earnings per share forward-looking guidance included
in this news release to the most directly comparable GAAP measures because this cannot be done without unreasonable effort due to the
variability and low visibility with respect to taxes and non-recurring items, which are potential adjustments to future earnings. We expect the
variability of these items to have a potentially unpredictable, and a potentially significant, impact on our future GAAP financial results.

Forward-Looking Statements:

This news release includes forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 as contained
in Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which reflect
management's current views and estimates regarding the prospects of the industry and the Company’s prospects, plans, business, results of
operations, financial position, future financial performance and business strategy. These forward-looking statements generally can be identified
by the use of forward-looking terminology such as “may,” “should,” “expect,” “intend,” “will,” “estimate,” “anticipate,” “believe,” “predict,”
“potential” or “continue” or the negatives of these terms or variations of them or similar terminology. Although the Company believes that the
expectations reflected in these forward-looking statements are reasonable, the Company cannot provide any assurance that these expectations
will prove to be correct. The following factors are among those that may cause actual results to differ materially from the forward-looking
statements: failure of suppliers to consistently supply us with opportunistic products at attractive pricing; inability to successfully identify
trends and maintain a consistent level of opportunistic products; failure to maintain or increase comparable store sales; changes affecting the
market prices of the products we sell; failure to open, relocate or remodel stores on schedule; risks associated with newly opened stores; risks
associated with economic conditions; competition in the retail food industry; inability to retain the loyalty of our customers; costs and
implementation difficulties associated with marketing, advertising and promotions; failure to maintain our reputation and the value of our
brand, including protecting our intellectual property; any significant disruption to our distribution network, the operations of our distributions
centers and our timely receipt of inventory; movement of consumer trends toward private labels and away from name-brand products; inability
to maintain sufficient levels of cash flow from our operations; risks associated with leasing substantial amounts of space; failure to maintain the
security of information we hold relating to personal information or payment card data of our customers, employees and suppliers; failure to
participate effectively or at all in the growing online retail marketplace; material disruption to our information technology systems; risks
associated with products we and our independent operators (“IOs”) sell; risks associated with laws and regulations generally applicable to
retailers; legal proceedings from customers, suppliers, employees, governments or competitors; unexpected costs and negative effects
associated with our insurance program; inability to attract, train and retain highly qualified employees; difficulties associated with labor
relations; loss of our key personnel or inability to hire additional qualified personnel; changes in accounting standards and subjective
assumptions, estimates and judgments by management related to complex accounting matters; impairment of goodwill and other intangible
assets; any significant decline in our operating profit and taxable income; risks associated with tax matters; natural disasters and unusual
weather conditions (whether or not caused by climate change), pandemic outbreaks, terrorist acts, global political events and other serious
catastrophic events; economic downturns or natural or man-made disasters in geographies where our stores are located; management’s limited
experience managing a public company; risks associated with IOs being consolidated into our financial statements; failure of our IOs to
successfully manage their business; failure of our IOs to repay notes outstanding
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to us; inability to attract and retain qualified IOs; inability of our IOs to avoid excess inventory shrink; any loss or changeover of an IO; legal
proceedings initiated against our IOs; legal challenges to the independent contractor business model; failure to maintain positive relationships
with our IOs; risks associated with actions our IOs could take that could harm our business; the significant influence of certain significant
investors over us; our ability to generate cash flow to service our substantial debt obligations; and the other factors discussed under “Risk
Factors” in the Company’s prospectus filed with the Securities and Exchange Commission (the “SEC”) on October 4, 2019. For a more detailed
discussion of the risks, uncertainties and other factors that could cause actual results to differ, please refer to the “Risk Factors” the Company
previously disclosed in its prospectus filed with the SEC on October 4, 2019, and in its Quarterly Report on Form 10-Q for the quarterly period
ended June 29, 2019, as such risk factors may be updated from time to time in the Company’s periodic filings with the SEC. The Company’s
prospectus and periodic filings are accessible on the SEC’s website at www.sec.gov. You should not rely upon forward-looking statements as
predictions of future events. Although the Company believes that the expectations reflected in the forward-looking statements are reasonable,
the Company cannot guarantee that the future results, levels of activity, performance and events and circumstances reflected in the forward-
looking statements will be achieved or occur. Except as required by applicable law, the Company undertakes no obligation to update publicly
any forward-looking statements for any reason after the date of this news release to conform these statements to actual results or to changes in
our expectations.

About Grocery Outlet:
Based in Emeryville, California, Grocery Outlet is a high-growth, extreme value retailer of quality, name-brand consumables and fresh products
sold through a network of independently operated stores. Grocery Outlet has more than 300 stores in California, Washington, Oregon,
Pennsylvania, Idaho and Nevada.

INVESTOR RELATIONS CONTACT:
Jean Fontana
646-277-1214
Jean.Fontana@icrinc.com

MEDIA CONTACT:
Layla Kasha
510-379-2176
lkasha@cfgo.com
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GROCERY OUTLET HOLDING CORP.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(in thousands, except per share data)
(unaudited)

13 Weeks Ended 39 Weeks Ended
September 28, 2019 September 29, 2018 September 28, 2019 September 29, 2018

Net sales $ 652,540  $ 576,844  $ 1,904,100  $ 1,702,460  
Cost of sales 451,453  401,295  1,317,276  1,183,227  
Gross profit 201,087  175,549  586,824  519,233  

Operating expenses:
Selling, general and administrative 161,047  139,863  471,542  416,342  
Depreciation and amortization 13,200  11,478  38,090  33,891  
Stock-based compensation 2,892  121  25,853  384  
Total operating expenses 177,139  151,462  535,485  450,617  

Income from operations 23,948  24,087  51,339  68,616  

Other expense:
Interest expense, net 7,342  13,526  39,232  40,412  
Debt extinguishment and modification costs 472  —  5,634  —  

Total other expense 7,814  13,526  44,866  40,412  
Income before income taxes 16,134  10,561  6,473  28,204  
Income tax expense 3,689  2,892  886  7,724  

Net income and comprehensive income $ 12,445  $ 7,669  $ 5,587  $ 20,480  

Basic earnings per share $ 0.14  $ 0.11  $ 0.07  $ 0.30  
Diluted earnings per share $ 0.13  $ 0.11  $ 0.07  $ 0.30  

Weighted average shares outstanding:
Basic 88,345  68,477  75,778  68,473  
Diluted 93,183  68,521  78,602  68,503  
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GROCERY OUTLET HOLDING CORP.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands)
(unaudited)

September 28, 2019
December 29,

2018

Assets
Current assets:

Cash and cash equivalents $ 44,020  $ 21,063  
Independent operator receivables and current portion of independent operator notes, net of allowance 6,594  5,056  
Other accounts receivable, net of allowance 3,116  2,069  
Merchandise inventories 206,418  198,304  
Prepaid rent — related party 512  512  
Prepaid expenses and other current assets 17,331  13,368  
Total current assets 277,991  240,372  

Independent operator notes, net of allowance 18,268  13,646  
Property and equipment — net 340,263  304,032  
Operating lease right-of-use asset 680,178  —  
Intangible assets — net 64,091  68,824  
Goodwill 747,943  747,943  
Other assets 6,112  2,045  

Total assets $ 2,134,846  $ 1,376,862  

Liabilities and Stockholders’ Equity
Current liabilities:

Trade accounts payable $ 116,486  $ 98,123  
Accrued expenses 33,364  31,194  
Accrued compensation 12,927  10,795  
Current portion of long-term debt 267  7,349  
Current lease liability 39,046  —  
Income and other taxes payable 4,141  3,463  
Total current liabilities 206,231  150,924  

Long-term liabilities:
Long-term debt — net 462,251  850,019  
Deferred income taxes 15,924  15,135  
Lease liability 719,562  —  
Deferred rent —  60,833  

Total liabilities 1,403,968  1,076,911  

Stockholders’ equity:
Capital stock:
Common stock — voting 88  67  
Common stock — nonvoting —  1  
Series A Preferred stock —  —  

Additional capital 712,987  287,457  
Retained earnings 17,803  12,426  
Total stockholders’ equity 730,878  299,951  

Total liabilities and stockholders’ equity $ 2,134,846  $ 1,376,862  
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GROCERY OUTLET HOLDING CORP.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(unaudited)

39 Weeks Ended
September 28, 2019 September 29, 2018

Operating activities:
Net income $ 5,587  $ 20,480  
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization of property and equipment 32,307  27,196  
Amortization of intangible assets 7,481  7,384  
Amortization of debt issuance costs and bond discounts 1,962  3,275  
Debt extinguishment and modification costs 5,634  —  
Loss on disposal of assets 500  23  
Stock-based compensation 25,853  384  
Accounts receivable reserve 2,373  2,242  
Deferred lease liabilities —  12,500  
Non-cash lease expense 26,178  —  
Deferred income taxes 789  7,496  

Changes in operating assets and liabilities:
Independent operator and other accounts receivable 2,813  (256)  
Merchandise inventories (8,114)  (2,619)  
Prepaid expenses and other current assets (4,271)  (2,290)  
Income and other taxes payable 584  (147)  
Trade accounts payable 20,233  895  
Accrued expenses 3,013  9,460  
Accrued compensation 2,132  (581)  
Operating lease liability (20,564)  —  

Net cash provided by operating activities 104,490  85,442  

Investing activities:
Cash advances to independent operators (9,362)  (5,488)  
Repayments of cash advances from independent operators 3,107  2,538  
Purchase of property and equipment (71,424)  (41,091)  
Proceeds from sales of assets 680  611  
Intangible assets and licenses (2,934)  (2,802)  

Net cash used in investing activities (79,933)  (46,232)  

Financing activities:
Proceeds from initial public offering, net of underwriting discounts paid 407,666  —  
Proceeds from issuance of shares under stock incentive plans 970  29  
Repurchase of shares under equity incentive plans (1,677)  —  
Deferred offering costs paid (7,058)  —  
Principal payments on 2014 loans —  (3,967)  
Principal payments on 2018 loans (399,813)  —  
Payments on other financing (619)  (70)  
Dividends paid (379)  (117)  
Debt issuance costs paid (690)  —  

Net cash used in financing activities (1,600)  (4,125)  
Net increase in cash and cash equivalents 22,957  35,085  
Cash and cash equivalents—Beginning of the period 21,063  5,801  

Cash and cash equivalents—End of the period $ 44,020  $ 40,886  
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GROCERY OUTLET HOLDING CORP.
RECONCILIATION OF GAAP NET INCOME TO ADJUSTED EBITDA

(in thousands)
(unaudited)

13 Weeks Ended 39 Weeks Ended
September 28, 2019 September 29, 2018 September 28, 2019 September 29, 2018

Net income $ 12,445  $ 7,669  $ 5,587  $ 20,480  
Interest expense, net 7,342  13,526  39,232  40,412  
Income tax expense 3,689  2,892  886  7,724  
Depreciation and amortization expenses 13,782  11,903  39,787  35,100  

EBITDA 37,258  35,990  85,492  103,716  
Stock-based compensation expenses 2,892  121  25,853  384  
Debt extinguishment and modification costs 472  —  5,634  —  
Non-cash rent 1,629  2,201  5,307  5,724  
Asset impairment and gain or loss on disposition 85  51  500  23  
New store pre-opening expenses 294  337  1,036  1,038  
Provision for accounts receivable reserves 309  (106)  2,373  2,242  
Other 1,237  432  2,111  1,133  

Adjusted EBITDA $ 44,176  $ 39,026  $ 128,306  $ 114,260  
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GROCERY OUTLET HOLDING CORP.
RECONCILIATION OF GAAP NET INCOME TO ADJUSTED NET INCOME

(in thousands, except per share data)
(unaudited)

13 Weeks Ended 39 Weeks Ended
September 28, 2019 September 29, 2018 September 28, 2019 September 29, 2018

Net income $ 12,445  $ 7,669  $ 5,587  $ 20,480  
Stock-based compensation expenses 2,892  121  25,853  384  
Debt extinguishment and modification costs 472  —  5,634  —  
Non-cash rent 1,629  2,201  5,307  5,724  
Asset impairment and gain or loss on disposition 85  51  500  23  
New store pre-opening expenses 294  337  1,036  1,038  
Provision for accounts receivable reserves 309  (106)  2,373  2,242  
Other 1,237  431  2,111  1,133  
Amortization of purchase accounting assets and deferred financing costs 3,705  4,297  11,456  12,814  
Tax effect of total adjustments (2,429)  (2,008)  (14,810)  (6,396)  

Adjusted net income $ 20,639  $ 12,993  $ 45,047  $ 37,442  

GAAP earnings per share
Basic $ 0.14  $ 0.11  $ 0.07  $ 0.30  
Diluted $ 0.13  $ 0.11  $ 0.07  $ 0.30  

Non-GAAP adjusted earnings per share
Basic $ 0.23  $ 0.19  $ 0.59  $ 0.55  
Diluted $ 0.22  $ 0.19  $ 0.57  $ 0.55  

GAAP weighted average shares outstanding
Basic 88,345  68,477  75,778  68,473  
Diluted 93,183  68,521  78,602  68,503  

Non-GAAP weighted average shares outstanding
Basic 88,345  68,477  75,778  68,473  
Diluted 93,183  68,521  78,602  68,503  
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Grocery Outlet - F3 2019 Conference Call, November 11, 2019

C O R P O R A T E P A R T I C I P A N T S

Joe Pelland, Vice President, Investor Relations

Eric Lindberg, Chief Executive Officer

MacGregor Read, Vice Chairman

RJ Sheedy, President

Charles Bracher, Chief Financial Officer

C O N F E R E N C E C A L L P A R T I C I P A N T S

Randy Konik, Jefferies

Robbie Ohmes, Bank of America Merrill Lynch

Simeon Gutman, Morgan Stanley

Oliver Chen, Cowen & Company

Michael Lasser, UBS

Karen Short, Barclays

Paul Trussell, Deutsche Bank

John Heinbockel, Guggenheim Securities

Chris Prykull, Goldman Sachs

Joseph Feldman, Telsey Advisory Group

P R E S E N T A T I O N

Operator:

Greetings and welcome to the Grocery Outlet’s Fiscal Third Quarter 2019 Earnings Results Conference Call. At this time all participants are in
a listen-only mode. A question-and-answer session will follow the formal presentation. If anyone should require Operator assistance during the
conference, please press star, zero on your telephone keypad. As a reminder, this conference is being recorded.
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Grocery Outlet - F3 2019 Conference Call, November 11, 2019

I would now like to turn the conference over to your host Joseph Pelland, Vice President of Investor Relations. Please go ahead.

Joe Pelland:

Thank you. Good afternoon everyone and thank you for joining us on today’s call to discuss Grocery Outlet’s third quarter 2019 results.
Participants on this call will make forward-looking statements which are subject to various risks and uncertainties that could cause our actual
results to differ materially from these statements. Any such items, including our outlook for Fiscal 2019 and future performance should be
considered forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. A description of these factors
can be found in this morning’s press release as well as in our registration statement and quarterly reports on Form 10-Q filings with the SEC, all
of which can be found on our website at investors.groceryoutlet.com. We undertake no obligation to revise or update any forward-looking
statements or information.

During our call we may reference certain non-GAAP financial information, including adjusted items. Reconciliations of GAAP to non-GAAP
measures as well as the description, limitations and rationale for using each measure can be found in the supplemental financial tables
included in this afternoon’s press release and in our filings. We use non-GAAP measures as a lead in some of our financial discussions as we
believe they more accurately represent true operational performance and underlying results of our business.

Presenting on today’s call will be Grocery Outlet’s Chief Executive Officer Eric Lindberg, Vice Chairman MacGregor Read, President RJ
Sheedy, and Chief Financial Officer Charles Bracher. Following our prepared remarks, we will open the call for questions.

With that, I will turn it over to Eric.

Eric Lindberg:

Thank you, Joe. Good afternoon everyone. Thank you for joining us today. MacGregor, RJ and I will share highlights from our third quarter as
well as an update on our growth strategies. Charles will then review financial results and provide details on our revised outlook for Fiscal 2019.

We are extremely pleased to see continued momentum in our business through the third quarter with strong financial results across the board.
Our outstanding performance over the last three quarters is a direct results of hard work and dedication from our entire staff and family of
Independent Operators. I want to say thank you to all of them for their efforts.

As reflected in our October 2 press release announcing our preliminary results, we delivered top line growth of 13.1% in the third quarter, driven
by new store openings and a 5.8% increase in comp store sales. Our strong top line performance was complemented by gross margin
expansion and lower than projected expenses, allowing us to exceed our expectations for Adjusted EBITDA which increased 13.2% to $44.2
million. Notably, this increase was burdened by an estimated $1.8 million in public company costs which we did not incur in the same period
last year.

Our objective remains to deliver consistent gross margin performance and reinvest in our business to support our long-term growth objectives.
That said, based on our better than expected year-to-date performance, we are raising our full-year guidance which Charles will discuss in
more detail.

Now I’d like to turn over to some highlights from the quarter. Beginning with our comp growth, the strength was once again broad based across
product categories, regions and store vintages as we continue to deliver across our three primary growth drivers. First and foremost, we are
committed to providing our
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customers deep value and unique treasure hunt shopping experiences in the stores. We continue to strengthen our relationships with our
current suppliers as well as seek out & develop new relationships to procure brand name products at amazing values. The pipeline of
opportunistic product remains very strong, and we continue to generate excitement for our customers.

Second, we remain committed to supporting the Independent Operators in delivering the WOW! in-store shopping experience. One example of
this commitment is the round of regional meetings that we held with our IOs in early October. Our leadership team visited nine cities in five days
to share recent updates, provide opportunities for IOs to share their best practices and to respond to their questions. A key component of our
success is derived from the efforts of our IOs. We want to always ensure that we are providing the right level of ongoing support and
engagement. We were thrilled with the broad participation from 95% of our Independent Operators and the enthusiasm throughout these
meetings as it reinforces that this is time well-spent by both the management team and our IOs.

Third, we leveraged marketing to increase brand awareness and engagement at both the corporate and local level. Our Bargain Bliss
marketing campaign continues to be very well-received by customers. This corporate marketing is supported by local events and other
advertising led by IOs within their individual communities. RJ will talk about some of the advances we made across these growth drivers.

Moving to our store expansion strategy, we remain pleased with the performance of our new stores. During the quarter we opened eight new
sites, bringing the year-to-date total to 24 new locations. These new stores are a balance of existing mature markets and developing markets,
and they continue to perform in line with our expectations. Mac will talk about our expansion strategy in more detail shortly.

We remain focused on the execution of our differentiated business model. It is the combination of opportunistic sourcing and the local
Independent Operator that allows us to out-local the chains and out-chain the locals. We believe this is the formula behind the consistency in
our comp stores’ growth and history of strong, stable financial performance.

Looking forward, we remain excited about the opportunities ahead and we remain committed to delivering measured and consistent growth
while operating our business for long-term success.

To reiterate our long-term growth objectives, we expect to deliver consistent long-term comp store sales growth of 1% to 3% annually, primarily
through the three drivers I mentioned earlier. We remain on track to grow our store base 10% annually with a healthy balance of openings
across mature markets, where we have a high level of brand recognition, and developing markets, where we are building brand awareness. To
that end, we are extremely pleased to have filled our newly created leadership position for the Executive Vice President of our East region as
we look to develop our growth plans in the mid-Atlantic market.

Lastly, as I stated earlier, we will continue to strategically reinvest our productivity savings back into the business to support future growth.

With that, I will now turn the call over to RJ who will provide more details on our recent initiatives.

RJ Sheedy:

Thanks Eric, and good afternoon everyone. We were very pleased with our broad-based comp and margin results in the third quarter. Our
customer value proposition remains strong and we continue to make it even stronger. Our philosophy is to always reinvest in our business and
comp growth strategies. These efforts have and will continue to support our current and long-term growth objectives.

I will start by reiterating that opportunistic buying remained strong in the third quarter. Opportunistic products, which represent about half of our
assortment, deliver deep value and drive the treasure hunt
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shopping experience. Standout results in our NOSH and Wine categories represent the impact of delivering brand name products to our
customers at unbeatable values.

We’ve continued to enhance our buying efforts this year with a more specialized approach, with some buyers now focused solely on either
opportunistic or every day products in their respective categories. This has led to improvements in both opportunistic and everyday sourcing as
well as improvements in category management.

Our planning team, which provides inventory management and analytical expertise is another critical factor to our continued success across all
categories.

Let me talk next about how we improve the ways we support IO’s in delivering a WOW! shopping experience.

We continue to enhance the tools we provide IO’s, which helps them operate more efficiently while also making smarter decisions to drive their
business. As you may recall, IOs select approximately 75% of their assortment and have autonomy to create unique merchandising displays
highlighting their WOW! deals. This strengthens the local feel of each store.

Our real-time order guide is one example of a critical business tool that we continue to invest in. It is a custom developed, proprietary system
that optimally manages the flow of product between the warehouses and stores. Recent enhancements to this ordering platform provide
greater visibility to product availability, product information, and relevant selling statistics for smarter and faster decision making.

By investing in ordering technology and supply chain improvements, we can better equip the IOs to optimize their inventory while continuing to
strengthen the WOW! shopping experience for their customers.

Our third comp growth strategy is to increase customer awareness and engagement through local and store-level marketing.

We continue to find more relevant and engaging ways to communicate with our consumers. We expanded our digital marketing efforts,
leveraging social media, email, streaming radio, connected TV and third-party media distribution channels. We have a highly engaged and
growing email subscriber base that receives our daily WOW! Alerts and regular digital ads. Our digital marketing efforts allow us to dynamically
highlight the best products in the customers’ local store. This takes the treasure hunt experience beyond the four-walls of our stores,
communicating the WOW! externally to our customers. In the future, we see an opportunity to further personalize our digital communications to
increase engagement with existing customers and to introduce new customers to our stores.

We are committed to reinvesting productivity gains back into Sourcing and Distribution, IO support, and Marketing initiatives. This is part of our
ongoing effort to further strengthen our compelling value proposition. One example of this is a network optimization study that we have recently
begun. We are partnering with an outside firm to assist in the long-term strategic evaluation of our supply chain network, which will help us plan
for the next decade of successful growth.

Now, I’ll turn it over to MacGregor.

MacGregor Read:

Thanks RJ. Good afternoon everyone. I am extremely pleased to see the continued progress we are making across our retail expansion
strategy. During the third quarter, we opened eight new stores and closed one at the end of its lease term, bringing our total to 24 openings
year-to-date and 337 stores in
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total at the end of the third quarter. As Eric said, we are pleased with the performance across our new store base as we maintain a balanced
approach to real estate expansion.

Our business model has proven to be highly portable, and we have seen our stores succeed across a variety of geographies, urbanicities and
income levels. Performance at our recently opened stores demonstrates this wide demographic appeal and continued consumer shift towards
value.

We are very focused on continuing to balance store openings in existing mature markets where we are well-established, and developing
markets such as Southern California and longer term, the mid-Atlantic where we are continuing to build our brand awareness.

I am pleased to share that we have begun building the corporate structure needed to support our long-term growth objectives in the Mid-
Atlantic region. To that end, we hired Heather Mayo for the newly created leadership role of Executive Vice President of our East region.
Heather brings 23 years of experience in the retail club channel and will lead our efforts to expand our existing Mid-Atlantic store base and
future expansion. We look forward to leveraging her operational and merchandising expertise as we develop our long-term plans for this
market.

Looking ahead, we expect to open an additional nine stores in Fiscal 2019. We also have a high level of visibility into our 2020 lease
opportunities and are on track to deliver approximately 10% unit growth, with a strong pipeline of future real estate locations.

Before I turn it over to Charles, I want to share an example of how our IO’s create a unique community feel and generate awareness within
their individual stores. As you have heard us speak about in the past, our IOs are constantly finding creative ways to engage with the
community, whether it be through in-store events, contests or other attention-grabbing activities. This is an important part of building brand
awareness at the local level as well as deepening customer engagement. We often like to highlight some of these new and imaginative ideas
across our IO community. One of the more unconventional examples of this came to us just recently in San Luis Obispo, where a couple, who
first met in our local store, asked our IO if they could hold their marriage ceremony in the same aisle where they first met. The couple
exchanged marriage vows in the candy aisle, no less. The store team, who came to know the happy newlyweds, were thrilled to be a part of
their special day. The wedding brought new meaning to our campaign tagline Falling in Love on Every Aisle and was picked up in the local
papers and on social media. These types of stories are truly key differentiators that contribute to the success of our business model and are
representative of the entrepreneurial spirit of the Independent Operator community.

With that, I’ll turn it over to Charles.

Charles Bracher:

Thanks, Mac, and good afternoon, everyone. I will begin with a review of our third quarter financial results followed by an update on our outlook
for Fiscal 2019, before opening the call for Q&A.

Our third quarter performance reflects continued strength across all of our financial metrics. Sales for the third quarter increased 13.1% to
$652.5 million compared to the same period last year. This growth was the result of a 5.8% increase in comparable store sales on top of a
4.2% comp increase in the prior year period, as well as the sales contribution from 30 net new stores opened over the past 12 months. The
growth in comparable store sales was broad-based and driven by contributions from both customer traffic and average ticket with strong
performance across store regions and vintages.

We opened eight new stores during the quarter with a balance of openings in mature and developing markets. As MacGregor stated, we
remain very pleased with the performance of our recent vintages along with the productivity of our entire store base.
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With respect to margin performance, third quarter gross margin dollars rose to $201.1 million, a 14.5% increase compared to the third quarter
of Fiscal 2018. Gross margin rate expanded 40 basis points to 30.8%, in line with our expectations. This increase was the result of strong
opportunistic purchasing as well as increased efficiencies in product delivery and inventory management.

SG&A expense increased 15.1% to $161 million, largely attributable to increased commissions resulting from gross margin dollar growth due to
new unit expansion and strong comparable store performance. As a reminder, our business has a highly variable cost structure due to our
gross profit share with IOs, which flexes with sales and margin rate performance.

Other factors impacting third quarter SG&A included incremental occupancy costs associated with new store growth and the impact of $1.8
million of public company costs which we did not incur last year. In addition, third quarter SG&A growth also includes roughly $600,000 of
secondary offering costs that were expensed because the Company did not raise primary proceeds in the October 3rd stock offering. In total,
however, SG&A expenses were lower than anticipated due to timing shifts into the fourth quarter.

Stock based compensation expense for the third quarter was $2.9 million. Roughly half of this reflects ongoing expense associated with stock
options and restricted stock units granted at the IPO. The other half was due to vesting of time-based stock options associated with our
October 2014 equity plan.

Versus the third quarter last year, interest expense decreased by approximately $6 million or 45.7% to $7.3 million as a result of our IPO-
related debt paydown and subsequent repricing.

We recorded income tax expense of $3.7 million representing an effective tax rate of 23% in the quarter. The lower tax rate reflects a tax
benefit associated with the exercise of employee options during the quarter.

GAAP net income for the quarter was $12.4 million or $0.13 per diluted share compared to net income of $7.7 million or $0.11 per diluted share
in the prior year.

In order to better illustrate the underlying performance of the business, we also report Adjusted EBITDA and adjusted net income, which
excludes certain expenses including those related to our IPO, secondary offering and prior financing transactions. In the third quarter, $600,000
of SG&A expense related to our secondary stock offering was added back to Adjusted EBITDA and adjusted net income. Note however, that
we do not add back ongoing public company costs such as the $1.8 million in expense we incurred in the third quarter. A reconciliation of our
Adjusted EBITDA and adjusted net income to GAAP results can be found in our earnings release and 10-Q.

For the quarter, Adjusted EBITDA grew 13.2% to $44.2 million from $39 million last year. This result exceeded our preliminary estimate of $42
million to $43 million largely due to the expense timing shifts I mentioned.

Adjusted net income increased 58.8% to $20.6 million or $0.22 per diluted share based on an average of 93.2 million diluted shares in the
quarter. This compares to $13 million or $0.19 per diluted share on 68.5 million diluted shares in the prior year.

Now let’s turn to our balance sheet. As of quarter end, we had cash and cash equivalents of $44 million. Inventory was $206.4 million as
compared to $185.6 million in the same period last year. As a reminder, due to the opportunistic nature of our business, inventory levels can
and will fluctuate from quarter-to-quarter as we take advantage of buying opportunities that become available. Over the long term, we expect
working capital to grow roughly in line with sales.
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Regarding our capital structure, we ended the third quarter with $475 million in gross debt, reflecting a 2.6x times Adjusted EBITDA net
leverage ratio. Subsequent to quarter end, we prepaid $15 million on our first lien term loan in late October.

Now let me move onto guidance. We have raised our full year 2019 earnings guidance to account for our strong year-to-date performance
through the third quarter and our expectations for the balance of the year. We now expect net sales for Fiscal 2019 to be slightly above $2.55
billion. This assumes comparable store sales growth of approximately 4.9% for the full year and the addition of 33 new stores in full year 2019
along with three closures, resulting in 346 stores at year end.

We continue to expect our Q4 gross margin rate will increase over last year consistent with the year-to-date gross margin improvement we’ve
delivered. Keep in mind that fourth quarter gross margin rates are typically lower than other quarters due to the impact of holiday product and
mix.

With regard to SG&A, we expect to see accelerated SG&A growth in the fourth quarter driven by, number one, ramping public company costs
including costs to comply with Sarbanes-Oxley, incremental accounting and legal expense, and Directors & Officers insurance costs; number
two, shifts in expense timing from prior quarters into Q4, including self-insurance and personnel-related costs; and number three, various
business and technology reinvestments to support our long-term growth strategies.

With respect to Adjusted EBITDA, we are increasing our full year guidance to be in the range of $167 million to $168 million, up from our
previous range of $162 million to $165.5 million. We’ve assumed a tax rate of approximately 28% and approximately 94.5 million weighted
average fully diluted shares outstanding in the fourth quarter. Note that this share count excludes the potential future impact of 5.8 million
unvested performance options associated with pre-IPO grants.

Accordingly, we are raising our full year guidance for adjusted earnings per diluted share which we now expect will be 40.73 to 40.074
compared to $0.68 to $0.71 previously.

Finally, capital expenditures net of approximately $10 million in landlord allowances are now expected to be between $90 million and $95
million for the full year, which reflects the additional new store in the fourth quarter and the timing of first quarter openings.

In summary, we remain very pleased with the broad-based strength in our business as we continue to execute on our long-term growth
strategies.

Now, we’d like to open the line for questions.

Operator:

Thank you. We'll now be conducting a question-and-answer session. If you’d like to be placed in the question queue, please press star, one on
your telephone keypad. A confirmation tone will indicate your line is in the question queue. As a reminder, please limit yourselves to one
question in order to allow as much time as possible to answer questions. You may press star, two if you would like to remove your questions
from the queue. For participants using speaker equipment, it may be necessary to pick up your handset before pressing the star key. One
moment, please, while we poll for questions.

Your first question comes from the line of Randy Konik with Jefferies. Please proceed with your question.

Randy Konik:

Thanks a lot. Good afternoon, guys. I guess my first question would be for RJ. The theme of the company seems to be one of a focus on
continuous improvement and you gave us some broad strokes about the
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Independent Operator dashboard and the enhancements you’ve kind of made there. Maybe give us some perspective on where the business
has come from, you know a few years ago, how the dashboard has improved productivity in a measured way, and then how do we think about
areas of focus for the dashboard to continue to enhance productivity across the ordering process and I guess supply chain over the next few
years going forward. Thanks.

RJ Sheedy:

Sure. Hi Randy. Let me cover a couple of things on that question. First, from a systems investment standpoint, we’ve really made a significant
effort, I’ll say over the past six years or so, to enhance some of our core operating systems. A lot of this is custom developed specific to our
business and the way that we operate. We talk about things like the real-time order guide. I mentioned that in my comments. Related to that,
distribution system, the order guide that is used for direct store delivery products, all those custom build. Then, in addition to that, a number of
what we believe to be best in class third party software platforms that have helped us bring better business intelligence to the company. We
have a new WMS system, relatively new WMS system over the past several years, a platform through which we communicate, better
communicate with operators and manage processes internally, and there are several others there as well.

Specifically to when you talk about the operator dashboard, I would point to two specific things. One is the real-time order guide. Again, that is
the primary tool for transferring product from the warehouse to the stores, the vast majority of which is pulled into the stores by the operators.
They’re making the decisions on that, which really creates the localized assortment that we enjoy specific to that market and those customers
and how the operator can best provide those products to their customers.

Within that tool, there is a lot of information and increasingly more information and tools to manage that as best we can. So by giving them the
best information, making it as efficient as possible and then allowing them to order the right products and the right quantities, again, for their
local customer and their needs which they then take and merchandise within the store.

A lot of information and it’s a tool to transfer product but it’s also a dashboard in that it has that information to help them make smarter
decisions.

We also provide on the business intelligence side a couple of dashboards, really several, that, one, help them manage their business as far as
comp goes and margin goes and customer service and it brings all of the operating information, benchmark information to a very detailed level
to help them understand where their business is trending and some of the things that they might do to capture opportunities and those have
proven to be very helpful, again, for them in the decision making specific to their store.

Those are just some examples of recent investments. We’ll continue to enhance those specific systems and then, as we talk about continue to
look for new systems and tools that we can bring to the business to improve the way that we do things.

Randy Konik:

Thanks. Then just one quick follow-up, maybe perhaps for Eric or Mac. If you think about the dual prongs of marketing around awareness and
engagement and you think about how you grew awareness outside of California in the other states, and then built then engagement, how do
you guys think about distorting your marketing messaging of Bargain Bliss and then specifics around engagement versus awareness as you
think about growing into new states. Just kind of getting a perspective of what you did in the past to kind of build into the new states to give us
some perspective on how you’re thinking about approaching marketing going into additional states going forward would be helpful. Thanks.

Eric Lindberg:
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Hey Randy, nice to talk to you. We didn’t market a whole lot in our early years at Grocery Outlet in that is was more experience, coming into the
store and finding the bargains. We have a fundamental belief that if we can tell that story and continue to repeat that story we’re going to win.
We know the values are unbeatable. We measure them. You guys have measured them.

What you really have now is more the methodology that we’re going to tell that story. Years and years ago it was TV and radio and quite literally
print ads every week for retailers and today those tools that we’re using are just a little bit more modern. We’re pushing down the continuum of
trying to get the information that’s most relevant to the consumer, the individual, to get that message.

Then I’d say the second piece is the operators are getting a lot more sophisticated at local marketing. They’re picking up on the cues in their
neighborhoods and their communities. They’re responding to directly to customers in front of them in their stores and they’re using the order
guide, the merchandising and they’re using their community involvement to go very, very deep in community and I would say that on a
continuum, since Mac and I have been at Grocery Outlet, we’ve just gotten better and better systematically every year at using the tools and
developing a little deeper understanding of how the consumer wants to talk to us and be talked to.

That hopefully answers your question.

Operator:

Your next question comes from the line of Robbie Ohmes with Bank of America. Please proceed with your question.

Robbie Ohmes:

Hey guys, thanks for taking my question. I’m going to make it two, really brief. Just on the long-term comp guidance of 1% to 3%, you’re
obviously doing much better than that. Can you remind us why you can’t keep doing much better than 1% to 3% going forward? Then, similarly,
your gross margin is coming in as you expected but up nicely year-over-year. Can you remind us why you couldn’t continue to grow the gross
margin going forward? Thanks.

Charles Bracher:

Hey Robbie, it’s Charles. Yes, let me tackle the comp question and I’ll turn it over to RJ to talk about gross margin.

With respect to comp sales, and again as we’ve talked about, feel really good about the health of the business and the broad-based strength
that we’ve seen over the course of the year, and as you can see in our implied guidance, that Q4 we’re guiding in essence about the high end
of our long-term comp range, that 1% to 3% that you referenced. We do think about that 1% to 3% as really the essence of the way that we
manage and plan the business over the long term. We’re, of course, happy when we outperform that, but we think that the discipline of sticking
to that 1% to 3% range and the way that we manage behind that is really a key reason behind the consistence of the financials that we
delivered over time.

Let me turn it to RJ to talk about margins.

RJ Sheedy:
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Sure. On margin we’ve been very pleased with the performance that we’ve seen this year I would point to it being the results of a number of
improvements. On the purchasing side, a lot of work done there. To negotiate cost on the everyday side of the business. Always point to
strength of opportunistic and deal flow and that really comes from the strong partnerships we have with our suppliers, always working to be
better partners to them and strengthening those relationships further.

We see nice productivity enhancements from a supply chain standpoint and then there’s a lot that we’ve done that we’ve seen the benefit of
this year by way of inventory management and that’s specific to allocation and distribution logic, and again, the systems that we use to manage
that.

So, really, really pleased with the results that we’ve seen there.

In terms of how we think about margin looking forward, as we’ve said, expect that to be consistent with the levels that we’ve delivered this year.
For us, always a balance of delivering first and foremost value to the customer, the customer excitement and the WOW! shopping experience
and then maintaining a healthy margin as well, and so we feel like we have the right balance. Again, pleased with the improvements that we’ve
seen this year but expect that margin to be pretty stable looking forward.

Operator:

Your next question comes from the line of Simeon Gutman with Morgan Stanley. Please proceed with your question.

Simeon Gutman:

Hi. Good afternoon everyone. My question, somewhat of a follow-up to the prior couple. You have all this extra top line growth relative to your
plan and gross margin, as mentioned, was doing better. I guess where are you investing all these incremental gross profit dollars. I know you
gave us some examples, but thinking on a near-term basis, where you’re able to spend it. Is it advertising? Can you point to some other items?
Then just to clarify it, it sounds like there’s going to be some SG&A moving to the fourth quarter. It seems like the math would be about 100
basis points of deleverage in Q4 to get to your EBITDA guide, to confirm that? Thanks.

RJ Sheedy:

Hi Simeon. It’s RJ. I’ll take the first part of your question and then maybe Charles will want to cover the second part.

In terms of reinvestment opportunities, I’d say there’s a healthy list of things that we continue to reinvest in to support long-term growth, which
is how we orient in the way that we think about how we manage our investment dollars. I mentioned a few in my comments. Maybe a little bit
more color on some of those because I think they’re good examples.

One being this more recent specialization around opportunistic and every day and think of that as both a current and future investment in
people, process, systems and other related expenses to manage these different halves of the assortment, and so that’s a new one from the
beginning of this year and that orientation and investment that goes along with it will carry forward.

There’s a lot on the systems side. Real-time order guide, distribution system, as we look forward there will be other enhancements to follow.
Those are investments, again, both current and future, in the development of course, but also oftentimes processes and ways that we operate
the business to better support growth on the top line, whether that’s supply chain or purchasing, again, inventory management or some other
part of the business. All those things tie together.
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The network optimization study that I mentioned, again, another example. That one is looking well out into the future, infrastructure and really
everything around supply chain, how we can best support future growth as we look out over the next 5, 10, 15, 20-plus years. There’s a longer
list of other things that we continue to invest in and we see the results in years like this one on both top line and from a margin standpoint.

Charles Bracher:

Hey Simeon, it’s Charles. With respect to as we think about EBITDA margins for the fourth quarter, again, just a few things to keep in mind as
you’re looking sequentially, number one, our fourth quarter gross margins are generally lower over the course of the year due to the impact of
holiday product and mix. Again, we’ll see nice year-to-date gross margin improvement of about 32 basis points and we would expect to see that
carry forward into the fourth quarter. The real key is SG&A. Again, as we think about changes relative to last year, the key factors are the
impact of public company costs, which is really ramping. We continue to think that the $8 million that we have circled up as annualized public
company costs is accurate, but we are seeing heavier -- we expect to see heavier spend in the fourth quarter of this year continuing into the
first half of 2020, largely as a result of being right in the thick of SOX implementation over that time period.

Secondly, as we talked about, the timing shifts in SG&A expense out of Q2 and Q3 into Q4 has an impact. That has to do with things such as
self-insurance expenses as well as other personnel related costs. Then, lastly, the reinvestment that RJ spoke to.

In total, those are the key drivers. I think the number that you referenced is probably a little bit high, but those are the factors.

Simeon Gutman:

Thank you.

Operator:

Your next question comes from the line of Oliver Chen with Cowen & Company. Please proceed with your question.

Oliver Chen:

Hi. Thank you very much. Congrats. Regarding supply chain, what do you see on the road ahead for the major needs nearer and longer term?
One of the things that our survey really pointed to was a big opportunity in the mobile app/loyalty point of view in terms of customers wanting
that as well as the opportunity to employ a lot of data and analytics and machine learning around customers using that, so we’d love your
thoughts on both. Thank you.

RJ Sheedy:

Sure. Hi, Oliver. With regards to supply chain, I think we do a very nice job moving product into our system and through the stores. There’s
always room to improve and I think we’ve done a nice job of ticking through some of those improvements this year. I mentioned some
productivity enhancements and other changes that we’ve made to improve the flow of product in the most efficient way possible.

The study that I mentioned is more of a further look out when we get to higher store counts and expand beyond geographies and it really
covers all aspects of supply chain from transportation inbound/
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outbound, capacity planning, the systems that we deploy to manage that and everything for how products move through the system. That’s just
the way that we manage the business, nothing immediate or specifically needed there other than taking a look at how to support that longer
term growth expectation.

In regards to marketing and digital and personalization, again, this is something that we continue to look at for the future. We don’t have a
loyalty program today. We think there’s an opportunity to be more specific. We love the improvements that we’ve made from a digital standpoint
through social media and we’re active in a number of platforms there, increasingly through streaming radio and connected TV. We think we’ve
seen a nice lift in both awareness in more newer markets but then also engagement and trips in more mature markets and leveraging the
database that we have that is store and item specific. We think it’s very compelling in a way that brings those deals outside of the four walls of
the stores. We think that does go a long way to drive in trips, and then of course they find many great deals around that which leads to basket.

We’re going to spend a lot more time over the next year or so looking at the opportunity from a personalization standpoint. We think to the
extent that that proves favorable, we’ll then get to that next level of communication, being more specific to the customer and not just at the
store and item level.

Oliver Chen:

Thank you. Very helpful. Best regards. Happy holidays as well.

Eric Lindberg:

Thank you. You too.

Operator:

Your next question comes from the line of Michael Lasser with UBS. Please proceed with your question.

Michael Lasser:

Good evening. Thank you for taking my question. I have three questions actually. First on your comp guidance for the fourth quarter it implies a
3.9% comp which is very specific and would represent your lowest two and three year stacks of the year. Is there anything that’s going on that
would drive the slowdown? Then two more quick ones.

Charles Bracher:

Hey Michael, it’s Charles. Just on the comp guidance, no, it really has to do with the way that we manage the business for the long term. I
wouldn’t say there’s anything specific to the fourth quarter but we just think this is the prudent way to think about the business. Happy that the
business is at this point firing on virtually all cylinders through the third quarter, but knowing what we know now that’s the way we think about
the fourth quarter.

Michael Lasser:

Charles, my other question is even if we take out the $1.8 million of public company costs in the third quarter and given the fact that there was
some expenses that flowed out of 3Q into 4Q, it looks like there still would have been some deleverage on the expense side despite a very
healthy comp. What comp do you think you need to lever the operating expenses of the business at this point?

Charles Bracher:
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We think about a 2 comp levering our fixed costs.

Michael Lasser:

Okay. Then my last question is there was a mention in the transcript that you’ve reorganized some of the buying position such that the buyers
are solely focused on opportunistic buys. Is that allowing you to get better opportunistic buys and also help the gross margin, and is it also a
recognition that the business is very dependent on these really good, opportunistic buys in order to drive the types of comps that have been
produced recently?

RJ Sheedy:

I would say the reorganization there was to manage the complete assortment better, so nothing is so specific to opportunistic or to the every
day side, prior within these departments that have recently specialized. The buyer was managing both sides of the assortment within the
categories that he or she managed.

By specializing we think we can manage both—for those that are focused on that both the everyday side of the business better because it is a
different process. It is a different type of relationship. It’s a different cadence, a different approach to itemization and managing categories, so
we think we get benefits there.

Then also, on the opportunistic side, again, unique and different in the way that you work and partner with suppliers and manage items and
think about that and all of those—both of those of course tie together through how we manage inventory from an open buy standpoint and then
how we manage health of inventory within each specific category.

That’s the thinking behind it. I would describe it as just the most current state or progress as it relates to specialization. Prior example was when
we introduced the planning function back in 2013. We’ve seen great benefit from that in a lot of different areas and freed up time for people to
do the things that they do best and this is really just another slightly different iteration of that and we think most of that benefit—we’ve seen
some this year but really most of that benefit is in front of us still.

Michael Lasser:

Thank you very much.

Operator:

Your next question comes from the line of Karen Short from Barclays. Please proceed with your question.

Karen Short:

Hi, thanks. A couple of questions. Just if you could give an color on the cadence of the comps in the quarter and then just generally what you’re
seeing on inflation?

Charles Bracher:

Hey Karen, it’s Charles. We don’t speak specifically to results within the quarter. As it relates to inflation, we continue to see inflation throughout
the year being a modest tailwind. We would expect that would continue. Then, just a reminder, relative to others it’s a more muted impact for
our business as a result of both the opportunistic buying model as well as the gross profit share with operators, so it has a more muted impact
on both the way up and the way down.
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Karen Short:

Okay. Then in terms of just understanding a little bit more on the buyers, I just want to clarify, you’re not adding another buyer for each
category, correct? It sounded like you were saying that you have one buyer for opportunistic and one for more EDLP for each category. I just
wanted to understand that better.

RJ Sheedy:

No, I’m describing just the team and roles and responsibilities there and buyers are managing multiple categories.

Karen Short:

Okay. Then last question, just in terms of the nine-city tour that you did, maybe can you talk a little bit about what your learnings were this year
versus prior years, assuming you’ve done this in the past. Maybe just a little color there?

Eric Lindberg:

Yes, so I would say—hey Karen, this is Eric. I would say just relative to operator health, in our culture this is how we get out and talk to
operators. Once or twice a year, we’re with them. I would say this year it was a very positive engagement. They were engaged. They were very
curious. Half of the meeting is dedicated to information sharing and half is sort of dedicated to Q&A. We asked them to help communicate their
best practices that we think are fundamentally changing their business for the good and share those with other operators in the room.
Generally, the operators were very, very open and curious and asked lots of good questions.

We use these events—we pre-survey them. They help us sort of modify our strategy. We seek the feedback on things that are working, things
that aren’t working. We confront the things that aren’t working and we can sort of slightly course correct.

I would say on their mind this year, they’re fairly here and now type questions, a lot about product, a lot about supply and logistics, a lot about
the tools rollout that we’ve been on for the last 18 months, two years. I would say those are probably the lion’s share of the questions, but it’s
just a great way for us to be out with our larger team in front of the operators, engaging and they’re really seeing first hand what’s on their mind.

Operator:

Your next question comes from the line of Paul Trussell with Deutsche Bank. Please proceed with your question.

Paul Trussell:

Good afternoon and a good quarter. Just a few questions on the (inaudible). First, maybe just talk a little bit more about what you’re seeing in
terms of new store productivity, both in California and into other states and markets you’ve expanded into. Also, you touched on the hire for the
EVP Eastern Region. Maybe just help us to the extent you can now talk about how we should be thinking about the growth plans for the Mid-
Atlantic and what your expectations are for that area.

Charles Bracher:
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Hey, Paul, this is Charles. Let me start off with some of the specifics around new store performance and then I’ll turn it over to Mac to talk about
our regional growth plans.

I think with respect to new stores, very pleased with the performance we’re seeing from new sites. They continue to perform in line with our
underwriting expectations. We track each new store opening closely, but I think it’s worth reiterating that our stores do have a meaningful sales
ramp over the course of their first four years; cumulatively, that’s about 25% top line growth, so we really take the long view and we also track
the ramp of those vintages to make sure that they’re in line to hit their mature sales targets.

We feel good, both about new sites that are opening and the ramp of recent vintages.

As it relates to performance across regions, I think the callout there is that we use an underwriting—we use a blended underwriting model
knowing that we’re going to have the mix of stores in newer markets along with stores in more mature markets that have higher levels of brand
awareness, so what we’re seeing as expected would be that sales volumes typically track that level of brand awareness and we’re seeing good
progress across all regions with all regions reporting good results in the third quarter.

MacGregor Read:

Hi Paul, it’s MacGregor. With respect to growth plans and newer geographies, I think very consistent with what we have said in the past and
that is that we see both the opportunity to continue to infill in core or mature markets and then also remain very focused on building out the
Southern California market where, again, we think we’re about half-way there. Then, really turning our attention to opening more stores in the
Mid-Atlantic and certainly hiring Heather is a great first step in that direction. We fully intend her to continue to build the infrastructure to support
a higher growth rate as time goes on, but again, not to repeat myself but we really believe in sort of this crawl, walk, run approach. You’ll see us
open a few stores in 2020 in that region and then continue to build from there.

I think over time, certainly the next three to five years, you’ll continue to see a healthy number of stores opening in both core mature markets in
Southern California and also in the Mid-Atlantic.

Paul Trussell:

Thanks for the color there. Just one really quick follow-up, just on the balance sheet. You mentioned in the release that you paid down some of
that first lien term loan. Maybe just remind us of kind of leverage targets and timeline to get there.

Charles Bracher:

Sure. Again, this is Charles. I would say we have not yet established a formal long-term leverage target. Of course, as a result of the IPO we
were able to cut our annualized debt service in half which has freed up some cash. That allowed us to make that $15 million principal payment
in late October. But I’d say in terms of priorities, our first priority for cash is always to invest in growth and then once we’ve done that we can
use cash to further de-lever. Again, haven’t established a long-term target but over the near-term we’d expect to use cash in excess of growth
capital to de-lever.

Operator:

Your next question comes from the line of John Heinbockel with Guggenheim Securities. Please proceed with your question.

John Heinbockel:

16 
ViaVid has made considerable efforts to provide an accurate transcription. There may be material errors, omissions, or inaccuracies in the reporting of the substance of the conference call. This
transcript is being made available for information purposes only.
1-888-562-0262 1-604-929-1352 www.viavid.com



Grocery Outlet - F3 2019 Conference Call, November 11, 2019

Hey guys, two things. Let me start supply chain, right? The Ontario facility, when does that begin to make an impact? I assume it’s not material
enough to move the gross margin dial. Beyond that, what do you still need to do on the West Coast?

Eric Lindberg:

Hi John. Ontario, pleased with that facility as it’s been ramping up here. We’re still flowing product through there and starting to distribute more
locally than up from Modesto, but understand there’s certainly benefit to the business but there’s also some offsets that we’re managing as
well, and the business does become more complex. But we love it for the better service it will provide stores in Southern California market. Get
product to them sooner and then of course local freight will enjoy that benefit as well.

With that, you talk about the West Coast market and as that continues to ramp we’ve got our two primary facilities then in service in Southern
California. We’ve got two primary facilities in the NorCal market, and then two up in the Northwest, so we feel very well covered for the regions
and as we continue to open stores in both infill and new markets we think we’re well positioned from a supply chain standpoint.

Operator:

Your next question comes from the line of Chris Prykull with Goldman Sachs. Please proceed with your question.

Chris Prykull:

Good evening, guys. Thanks so much for taking my questions. Just a couple on my end. Maybe as a follow-up to Paul’s question earlier.
Financial leverage probably below where you anticipated at this point. Any updated thoughts on share repurchase or dividend? Then, along
that same line, would you consider accelerating store growth? What would be maybe a prohibiting factor from doing that? Any big capital
expenditures that we need to be aware of on the horizon?

MacGregor Read:

Hi Chris, it’s MacGregor. I’ll start with the latter part of your question. No, I think we continue to feel comfortable with 10% unit growth annually. I
think consistent with what Charles said, relative to comp we think it’s the right way to think about it longer term for the business and I’d just
reiterate again that as the absolute store count number continues to grow each year, it’s a significant undertaking here from a variety of
functional areas to continue to support that level of growth but we’re comfortable in our ability to continue to do that.

Charles Bracher:

Then Chris, with respect to the numbers, again as it relates to share repurchases or dividends, I don’t think we’re ready at this point to make
any comment there. Near term continuing to focus on investing in the business and then de-levering from there. We’ll provide an update likely
next year with respect to more specific long-term leverage target.

Then as it relates to you next question around cap ex, again, first priority for us is investing in new stores. We love the return that our new store
model offers. Roughly two-thirds of our spend—of our cap ex spend historically has gone to fund new stores and then the remaining third we’re
always looking at reinvesting back into the existing fleet. That includes both sales and margin driving initiatives as well as just the regular
maintenance cycle around store upgrades and repairs, and then in addition to that comprised in that remaining one-third would be everything
that we do from a distribution, IT systems and corporate side to constantly be reinvesting back into the business to set ourselves up for long
term success.
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Chris Prykull:

Great, thanks. Then I know I’m a quarter early but as you look out to 2020 and think about guidance, any reason that that guidance would
deviate either to the upside or downside from the long-term algorithm that you all have laid out?

Charles Bracher:

I would say we feel very good about where we are. As we think about the three parallel pipelines in our business—number one, product;
number two, real estate; and number three, new IOs—they all look healthy so we feel great about that. We will be anniversarying strong results
next year but with respect to our long-term growth algorithm we continue to feel like that is that’s right where we want to be and that’s
consistent with the way that we manage the business. On our next call we’ll provide more fulsome guidance with respect to 2020.

Operator:

Your final question comes from the line of Joseph Feldman with Telsey Advisory Group. Please proceed with your question.

Joseph Feldman:

Hi guys, thanks for taking my question. Wanted to ask about the IO pipeline, meaning just the people and the ability to get quality people and
talented ones. I know in your core markets you seem to have very good depth but the ability to get them to move to new markets like Southern
California or even the Mid-Atlantic, can you talk about that?

Eric Lindberg:

Hey Joe, Eric. I think best practice for us, and we’ve tried it a lot of different ways over the years as you might guess, is to get recruiting from
market in-market. Being local carries a heavy weight with us. Take the Southern California market where we operate 70-plus stores, we’ve
gone into that market with a recruiting team, a training team and resources in-market to make sure that we can find people that understand the
local markets, are going to live, not have to relocate. That’s not to say we haven’t tried it other ways, but that’s generally the way we try and do
it and think about it.

The strength of the program remains very, very strong. I’d say a healthy mix of people coming from outside retailers and you can name the
retailers in sort of the food retail business. We’re getting all of them, a lot of them knocking on the door. Then the other balance is coming from
internal candidates. Take a little bit longer to get up to speed but we’re finding a lot of success in both sides.

Then, we’ve built kind of a team here from sort of start to finish, so from the time they enter the program to getting assessed, to putting together
a specific training program, to mentoring them through training to deploying them to stores, to handing them off to the DSM, there’s a
touchpoint along the way that is really driven to get them up to speed as quickly as possible and get them to sort of that full Independent
Operator status.

Joseph Feldman:

Great. Just one follow-up. I know you guys said you hired the new EVP Heather Mayo and had a 23-year background, I guess in real estate.
Just any more color you can share about maybe where she came from? Has she always been in that market? Presumably she has, but other
retailers she’s worked for?
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Eric Lindberg:

Yes, so Walmart and Sam’s. She has a background in real estate but really her specialty is in merchandising and operations. Started in club
stores in her early, early days, has operated regions in the Mid-Atlantic, has operated on the West Coast. Just a great, a great executive all
around, so we’re really excited. She’s brand new, started October 7th so she’s in sort of a three to four month immersion getting to know
Grocery Outlet leadership practices, really getting to know the IOs across the Company. We couldn’t be more excited to see sort of the
progress she’ll start making in 2020.

Operator:

Ladies and gentlemen, we have reached end of the question-and-answer session. I would like to turn the call back to Eric Lindberg for closing
remarks.

Eric Lindberg:

Don’t have a lot to say, closing remarks. Just want to say thanks for being on the call with us. I know we have some follow-up to do with each
one of you but appreciate all your questions. Thanks for being on and we’ll talk to you soon. Good-bye.

Operator:

This concludes today’s conference. You may disconnect your lines at this time. Thank you for your participation.
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