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FORWARD-LOOKING STATEMENTS

This  Quarterly  Report  on  Form 10-Q contains  forward-looking  statements.  We  intend  such forward-looking  statements  to  be  covered  by  the  safe
harbor provisions for forward-looking statements contained in Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. All statements other than statements of historical  facts contained in this Quarterly Report on Form 10-Q, including,
without  limitation,  statements  regarding  our  future  results  of  operations  and  financial position,  business  strategy,  transformation,  strategic  priorities  and
future  progress,  are  forward-looking  statements.  These  statements  involve known and unknown risks,  uncertainties  and other  important  factors  that  may
cause our actual results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied
by the forward-looking statements.

In  some  cases,  you  can  identify  forward-looking  statements  by  terms  such  as  “may,”  “will,” “should,”  “expect,”  “plan,”  “anticipate,”  “could,”
“intend,” “project,” “believe,” “estimate” or “predict” “or the negative of these terms or other similar expressions. The forward-looking statements in this
Quarterly Report on Form 10-Q are only predictions. We have based these forward-looking statements largely on our current expectations and projections
about  future  events  and  financial  trends  that  we  believe  may  affect  our  business,  financial  condition  and  results  of  operations.  These  forward-looking
statements speak only as of the date of this Quarterly Report on Form 10-Q and are subject to a number of important factors that could cause actual results
to differ  materially from those in the forward-looking statements,  including the factors described under the sections in this Quarterly Report titled “Risk
Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

Because  forward-looking  statements  are  inherently  subject  to  risks  and  uncertainties,  you  should  not  rely  on  these forward-looking  statements  as
predictions of future events. Except as required by applicable law, we do not plan to publicly update or revise any forward-looking statements contained
herein, whether as a result of any new information, future events, changed circumstances or otherwise.

TRADEMARKS

Wellsley  Farms ® ,  Berkley Jensen ® ,  BJ’s  Perks  Rewards ® and  My  BJ’s  Perks ® are  all  registered trademarks  of  BJ’s  Wholesale  Club,  Inc.  Other
trademarks and tradenames appearing in this report are the property of their respective owners. We do not intend our use or display of those companies’
trademarks or tradenames to imply a relationship with, or endorsement or sponsorship of us by, these other companies.
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DEFINED TERMS

As used in this Quarterly Report on Form 10-Q, unless the context otherwise requires:
 

 •  “The Company,” “BJ’s,” “we,” “us” and “our” mean BJ’s Wholesale Club Holdings, Inc. and, unless the context otherwise requires, its consolidated
subsidiaries; and

 

 •  “Sponsors”  means  investment  funds  affiliated  with  or  advised  by  CVC Capital  Partners (“CVC”)  and  Leonard  Green  & Partners,  L.P.  (“Leonard
Green”), which collectively have significant control over us.
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements.

BJ’S WHOLESALE CLUB HOLDINGS, INC.
CONSOLIDATED BALANCE SHEETS

(Amounts in thousands)
(Unaudited)

 
   

November 3,
2018   

February 3, 
2018   

October 28, 
2017  

ASSETS     
Current assets:     

Cash and cash equivalents   $ 31,502  $ 34,954  $ 31,745 
Accounts receivable, net    179,091   190,756   179,776 
Merchandise inventories    1,245,110   1,019,138   1,183,562 
Prepaid expenses and other current assets    78,179   81,972   35,534 
Prepaid federal and state income taxes    26,079   9,784   4,043 

    
 

   
 

   
 

Total current assets    1,559,961   1,336,604   1,434,660 
Property and equipment:     

Land and buildings    396,900   404,400   404,277 
Leasehold costs and improvements    197,006   184,165   180,303 
Furniture, fixtures and equipment    1,012,195   924,616   879,579 
Construction in progress    15,065   20,775   21,862 

    
 

   
 

   
 

   1,621,166   1,533,956   1,486,021 
Less: accumulated depreciation and amortization    (875,277)   (775,206)   (741,258) 

    
 

   
 

   
 

Total property and equipment, net    745,889   758,750   744,763 
Goodwill    924,134   924,134   924,134 
Intangibles, net    206,706   224,876   231,736 
Other assets    28,265   29,492   30,911 

    
 

   
 

   
 

Total assets   $3,464,955  $ 3,273,856  $ 3,366,204 
    

 

   

 

   

 

LIABILITIES     
Current liabilities:     

Current portion of long-term debt   $ 389,377  $ 219,750  $ 231,250 
Accounts payable    976,518   751,948   891,134 
Accrued expenses and other current liabilities    485,786   495,767   445,975 
Closed store obligations due within one year    2,126   2,122   2,013 

    
 

   
 

   
 

Total current liabilities    1,853,807   1,469,587   1,570,372 
Long-term debt    1,549,406   2,492,660   2,529,380 
Noncurrent closed store obligations    5,344   6,561   5,044 
Deferred income taxes    51,810   57,074   77,142 
Other noncurrent liabilities    261,206   267,393   267,351 
Commitments and Contingencies (see Note 8)     
Contingently redeemable common stock, par value $0.01; no shares issued and outstanding at

November 3, 2018, 1,456 shares issued and outstanding at February 3, 2018 and 1,365 shares issued and
outstanding at October 28, 2017    —     10,438   8,975 

STOCKHOLDERS’ DEFICIT     
Preferred stock; par value $0.01; 5,000 shares authorized, and no shares issued or outstanding    —     —     —   
Common stock, par value $0.01; 300,000 shares authorized, 137,620 shares issued and 136,838

outstanding at November 3, 2018; 305,000 shares authorized, 87,073 shares issued and outstanding at
February 3, 2018 and October 28, 2017    1,376   871   871 

Additional paid-in capital    738,134   2,883   6,303 
Accumulated deficit    (979,420)   (1,036,012)   (1,101,515) 
Accumulated other comprehensive income    2,401   2,401   2,281 
Treasury stock, at cost, 782 shares at November 3, 2018 and no shares at February 3, 2018 and

October 28, 2017    (19,109)   —     —   
    

 
   

 
   

 

Total stockholders’ deficit    (256,618)   (1,029,857)   (1,092,060) 
    

 
   

 
   

 

Total liabilities and stockholders’ deficit   $3,464,955  $ 3,273,856  $ 3,366,204 
    

 

   

 

   

 

The accompanying notes are an integral part of the consolidated financial statements.
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BJ’S WHOLESALE CLUB HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(Amounts in thousands, except per share amounts)
(Unaudited)

 
   Thirteen Weeks Ended  
   November 3, 2018  October 28, 2017 
Net sales   $ 3,150,234  $ 3,019,389 
Membership fee income    71,429   64,856 

    
 

   
 

Total revenues    3,221,663   3,084,245 
Cost of sales    2,629,575   2,523,297 
Selling, general and administrative expenses    499,554   480,285 
Preopening expense    2,207   123 

    
 

   
 

Operating income    90,327   80,540 
Interest expense, net    33,029   42,321 

    
 

   
 

Income from continuing operations before income taxes    57,298   38,219 
Provision for income taxes    2,730   15,346 

    
 

   
 

Income from continuing operations    54,568   22,873 
Loss from discontinued operations, net of income taxes    (137)   (98) 

    
 

   
 

Net income and total comprehensive income   $ 54,431  $ 22,775 
    

 

   

 

Income per share attributable to common stockholders—basic:    
Income from continuing operations   $ 0.40  $ 0.26 
Loss from discontinued operations    —     —   

    
 

   
 

Net income   $ 0.40  $ 0.26 
    

 

   

 

Income per share attributable to common stockholders—diluted:    
Income from continuing operations   $ 0.39  $ 0.25 
Loss from discontinued operations    —     —   

    
 

   
 

Net income   $ 0.39  $ 0.25 
    

 

   

 

Weighted average number of common shares outstanding:    
Basic    135,018   88,442 
Diluted    139,368   92,285 

The accompanying notes are an integral part of the consolidated financial statements.
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BJ’S WHOLESALE CLUB HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME

(Amounts in thousands, except per share amounts)
(Unaudited)

 
   Thirty-Nine Weeks Ended  
   November 3, 2018  October 28, 2017 
Net sales   $ 9,380,640  $ 9,006,022 
Membership fee income    209,825   192,578 

    
 

   
 

Total revenues    9,590,465   9,198,600 
Cost of sales    7,858,515   7,578,790 
Selling, general and administrative expenses    1,534,314   1,490,117 
Preopening expense    4,065   2,156 

    
 

   
 

Operating income    193,571   127,537 
Interest expense, net    137,787   150,211 

    
 

   
 

Income (loss) from continuing operations before income taxes    55,784   (22,674) 
Benefit for income taxes    (7,595)   (6,575) 

    
 

   
 

Income (loss) from continuing operations    63,379   (16,099) 
Loss from discontinued operations, net of income taxes    (425)   (308) 

    
 

   
 

Net income (loss) and total comprehensive income (loss)   $ 62,954  $ (16,407) 
    

 

   

 

Income (loss) per share attributable to common stockholders—basic:    
Income (loss) from continuing operations   $ 0.58  $ (0.18) 
Loss from discontinued operations    —     —   

    
 

   
 

Net income (loss)   $ 0.58  $ (0.18) 
    

 

   

 

Income (loss) per share attributable to common stockholders—diluted:    
Income (loss) from continuing operations   $ 0.55  $ (0.18) 
Loss from discontinued operations    —     —   

    
 

   
 

Net income (loss)   $ 0.55  $ (0.18) 
    

 

   

 

Weighted average number of common shares outstanding:    
Basic    110,162   88,363 
Diluted    114,944   88,363 

The accompanying notes are an integral part of the consolidated financial statements.
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BJ’S WHOLESALE CLUB HOLDINGS, INC.
CONSOLIDATED STATEMENT OF CONTINGENTLY REDEEMABLE COMMON STOCK AND

STOCKHOLDERS’ DEFICIT
(Amounts in thousands)

(Unaudited)
 

  

Contingently 
Redeemable 

Common Stock   Common Stock  
 

Additional
Paid-in 
Capital   

Accumulated
Deficit   

Accumulated 
Other 

Comprehensive
Income  

 Treasury Stock  
 

Total 
Stockholders’

Deficit    Shares   Amount   Shares   Amount  Shares  Amount  
Balance, February 3, 2018   1,456  $ 10,438   87,073  $ 871  $ 2,883  $(1,036,012)  $ 2,401   —    $ —    $ (1,029,857) 

Net income   —     —     —     —     —     62,954   —     —     —     62,954 
Common stock issued for

public offering, net of
related fees   —     —     43,125   431   685,458   —     —     —     —     685,889 

Common stock issued under
stock incentive plans   —     —     4,396   44   (44)   —     —     —     —     —   

Stock reclassification as a
result of public offering   (1,736)   (13,202)   1,736   17   13,185   —     —     —     —     13,202 

Common stock issued related
to follow-on offering   —     —     1,290   13   (13)   —     —     —     —     —   

Common stock repurchased
upon vesting of stock
awards   —     —     —     —     —     —     —     (782)   (19,109)   (19,109) 

Stock compensation expense   —     —     —     —     54,746   —     —     —     —     54,746 
Options exercised prior to

public offering   280   2,792   —     —     (2,210)   —     —     —     —     (2,210) 
Call of shares prior to public

offering   —     (28)   —     —     (12)   —     —     —     —     (12) 
Net shares used to pay tax

withholdings upon option
exercise   —     —     —     —     (21,900)   —     —     —     —     (21,900) 

Cash received on option
exercises   —     —     —     —     6,041   —     —     —     —     6,041 

Cumulative effect of change
in Accounting principle   —     —     —     —     —     (6,362)   —     —     —     (6,362) 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

   
 

Balance, November 3, 2018   —    $ —     137,620  $ 1,376  $ 738,134  $ (979,420)  $ 2,401   (782)  $(19,109)  $ (256,618) 
   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

   

 

The accompanying notes are an integral part of the consolidated financial statements.
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BJ’S WHOLESALE CLUB HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)
(unaudited)

 
   Thirty-Nine Weeks Ended  
   November 3, 2018  October 28, 2017 
CASH FLOWS FROM OPERATING ACTIVITIES    
Net income (loss)   $ 62,954  $ (16,407) 
Adjustments to reconcile net income to net cash provided by operating activities:    

Charges for discontinued operations    590   523 
Depreciation and amortization    122,434   123,404 
Amortization of debt issuance costs and accretion of original issue discount    5,233   6,347 
Debt extinguishment and refinancing charges    23,602   9,788 
Impairment charge for asset held for sale    3,962   —   
Other non-cash items, net    18,714   (1,334) 
Stock-based compensation expense    54,746   7,649 
Deferred income tax provision    (2,729)   (15,758) 

Increase (decrease) in cash due to changes in:    
Accounts receivable    11,233   (13,527) 
Merchandise inventories    (225,972)   (151,718) 
Prepaid expenses and other current assets    3,793   (1,429) 
Other assets    703   69 
Accounts payable    231,687   182,646 
Change in book overdrafts    (29,057)   (14,604) 
Accrued expenses    9,355   (14,480) 
Accrued income taxes    (33,773)   (3,810) 
Closed store obligations    (1,802)   (1,737) 
Other noncurrent liabilities    (4,780)   4,737 

    
 

   
 

Net cash provided by operating activities    250,893   100,359 
    

 
   

 

CASH FLOWS FROM INVESTING ACTIVITIES    
Additions to property and equipment, net of disposals    (103,340)   (86,122) 

    
 

   
 

Net cash used in investing activities    (103,340)   (86,122) 
    

 
   

 

CASH FLOWS FROM FINANCING ACTIVITIES    
Proceeds from long term debt    —     547,544 
Payments on long term debt    (32,323)   (9,625) 
Paydown of First Lien Term Loan and extinguishment of Second Lien Term Loan    (975,633)   —   
Proceeds from ABL Facility    1,302,000   1,276,182 
Payments on ABL Facility    (1,095,000)   (1,069,182) 
Debt issuance costs paid    (982)   (24,635) 
Dividends paid    —     (735,492) 
Capital lease and financing obligations payments    (530)   (489) 
Net cash received (paid) from stock option exercises    (15,277)   741 
Acquisition of treasury stock    (19,109)   —   
Proceeds from Initial Public Offering, net of underwriters’ discount and commission    690,970   —   
Payment of Initial Public Offering costs    (5,081)   —   
Other financing activities    (40)   500 

    
 

   
 

Net cash used in financing activities    (151,005)   (14,456) 
    

 
   

 

Net decrease in cash and cash equivalents    (3,452)   (219) 
Cash and cash equivalents at beginning of period    34,954   31,964 

    
 

   
 

Cash and cash equivalents at end of period   $ 31,502  $ 31,745 
    

 

   

 

Supplemental cash flow information:    
Interest paid, net of capitalized interest   $ 127,253  $ 122,263 
Income taxes paid    14,992   12,438 

Noncash financing and investing activities:    
Conversion of contingently redeemable common stock into common stock    13,202   —   
Property additions included in accrued expenses    13,070   22,094 

The accompanying notes are an integral part of the consolidated financial statements.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. Description of Business

BJ’s Wholesale Club Holdings, Inc. (the “Company”) is a leading warehouse club operator in the Eastern United States. As of November 3, 2018, the
Company operated 216 warehouse clubs, 136 of which operate gasoline stations, in 16 states. The Company became a publicly traded entity in connection
with its initial public offering (“IPO”) of common stock and listing on the New York Stock Exchange (“NYSE”) under the ticker symbol “BJ.”

The Company follows, and reports based on the National Retail Federation’s fiscal calendar. The thirteen-week periods ended November 3, 2018 and
October 28, 2017 are referred to as the third quarter of 2018 and 2017, respectively.

2. Summary of Significant Accounting Policies

Basis
of
Presentation

The accompanying interim financial statements of BJ’s Wholesale Club Holdings, Inc. are unaudited and, in the opinion of management, reflect all
normal  recurring  adjustments  considered  necessary  for  a  fair  statement  of  the  Company’s  financial statements  in  accordance  with  generally  accepted
accounting  principles  in  the  United  States  of  America.  References  to  “BJ’s”  or  the  “Company”  refer  to  BJ’s  Wholesale  Club  Holdings,  Inc.  and  its
consolidated subsidiaries, unless the context indicates otherwise.

The consolidated balance sheet as of February 3, 2018 is derived from the audited consolidated balance sheet as of that date. The unaudited results of
operations  for  the  quarter  ended  November  3,  2018  are  not  necessarily  indicative  of  future  results  or  results  to  be  expected  for  the  full  year  ending
February 2, 2019. The Company’s business, in common with the business of retailers generally, is subject to seasonal influences. The Company’s sales and
operating income have typically been highest in the fourth quarter holiday season and lowest in the first quarter of each fiscal year.

You should read these statements in conjunction with the Company’s audited consolidated financial statements and related notes starting in page F-1
of  the Company’s  final  prospectus  filed pursuant  to Rule 424(b)(4)  under  the Securities  Act  with the SEC on September  27,  2018 (the “Prospectus”)  in
connection with the selling stockholder’ registered offering described below.

Initial Public Offering

On July 2, 2018, the Company completed its IPO, in which the Company issued and sold 43,125,000 shares of its common stock (including 5,625,000
shares of common stock that were subject to the underwriters’ option to purchase additional shares) at an initial public offering price of $17.00 per share.
The  Company  received  total  aggregate  proceeds of  $685.9  million  net  of  underwriters’  discounts,  commissions  and  other  transaction  expenses,  which
totaled $47.2 million.

On July 2, 2018, the Company used the net proceeds from the IPO to extinguish the total outstanding balance of $623.3 million of its senior secured
second lien term loan facility  (the “Second Lien Term Loan”).  See Note 6,  Debt and Credit  Arrangements  footnote,  for  further  discussion regarding the
Second Lien Term Loan extinguishment.

On October  1,  2018,  certain  selling  stockholders  completed  the  registered  sale  of  32,200,000  shares  of  the  Company’s common stock  at  a  public
offering price of $26.00 per share. Of the 32,200,000 shares sold, 4,200,000 shares represented the underwriters’ exercise of their overallotment option. The
Company did not receive any proceeds from this offering or incur underwriters’ discounts or commissions on the sale. The Company incurred transaction
costs of $2.4 million primarily for legal, accounting and printer services related to the offering.

Stock Split

On June 15, 2018, the Company effected a seven-to-one stock split of its issued and outstanding shares of common stock and proportional adjustment
to the existing conversion ratios for each series of the Company’s Contingently Redeemable Common Stock (see Note 10). Accordingly, all shares and per
share amounts for all  periods presented in the accompanying consolidated financial  statements and notes thereto have been adjusted retroactively, where
applicable, to reflect this stock split and adjustment of the contingently redeemable common stock conversion ratios.
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Deferred Offering Costs

The Company capitalized certain legal, professional, accounting and other third-party fees that were directly associated with the July 2, 2018 IPO as
deferred offering costs. Upon the consummation of the IPO, $47.2 million was recorded in stockholders’ deficit as a reduction of additional paid-in capital.

Recent Accounting Pronouncements

The accounting policies the Company follows are set forth in the Company’s audited financial statements for the fiscal year ended February 3, 2018
and  included  in  the  Company’s  final  Prospectus.  There  have  been  no  material  changes  to  these  accounting  policies,  except  as  noted  below  for  new
accounting pronouncements adopted at the beginning of fiscal year 2018.

Revenue from Contracts with Customers (ASC No. 606)

In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASU 2014-09, Revenue from Contracts with Customers (“ASC No. 606”),
which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or services to customers.
The ASU replaced most existing revenue recognition guidance in U.S. GAAP as of its effective date.

The Company adopted the new guidance at the beginning of fiscal year 2018 using the modified retrospective adoption method and recognized the
cumulative effect of initially applying the new guidance as an adjustment to the opening balance of accumulated deficit. The new guidance was only applied
to contracts not completed as of the initial date of application. Additionally, any contract that was modified prior to the adoption date has been reflected in
the cumulative adjustment giving effect to the aggregate effect of all contract modifications prior to the initial application date. The impact of employing
this practical expedient for contract modifications is immaterial. The comparative information has not been restated and continues to be reported under the
accounting  standards  in  effect  for  those  periods.  The  cumulative  effect  of  the  changes  made  to  the Company’s  February  3,  2018  balance  sheet  for  the
adoption of the standard update was as follows (in thousands):
 

   

Balance 
as of 

February 3, 
2018    

Adjustment
for new 

Standard    

Balance 
as of 

February 4, 
2018  

Prepaid expenses and other current assets   $ 81,972   $ 7,820   $ 89,792 
Accrued expenses and other current liabilities    495,767    16,645    512,412 
Deferred income taxes    57,074    (2,463)    54,611 
Accumulated deficit    (1,036,012)    (6,362)    (1,042,374) 

The impact of the adoption of the standards update on the Company’s Consolidated Statement of Operations for the thirteen and thirty-nine weeks
ended November 3, 2018, resulted in an increase to cost of sales and net sales of $0.2 million and a decrease to cost of sales and net sales of $5.5 million,
respectively, due to recording the allowance for returns reserve on a gross basis. The remaining impact of the adoption of the standards on the Company’s
Consolidated Statement of Operations for the thirteen weeks and thirty-nine weeks ended November 3, 2018 was immaterial.

The  impact  of  the  adoption  of  the  standards  update  on  the  Company’s  Consolidated  Balance  Sheet as  of  November  3,  2018  was  as  follows  (in
thousands):
 

   As of November 3, 2018  

   
As 

Reported    

Balance 
without 
adoption    

Effect of 
change  

Prepaid expenses and other current assets   $ 78,179   $ 71,603   $ 6,576 
Accrued expenses and other current liabilities    485,786    469,447    16,339 
Deferred income taxes    51,810    54,346    (2,536) 
Accumulated deficit    (979,420)    (972,193)    (7,227) 
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Classification of Costs Related to Defined Benefit Pension and Other Post-Retirement Benefit Plans (ASU 2017-07)

At  the  beginning  of  fiscal  year  2018,  the Company  adopted  ASU  No. 2017-07, 
Compensation—Retirement 
Benefits 
(Topic 
715: 
Improving 
the
Presentation
of
Net
Periodic
Pension
Cost
and
Net
Periodic
Post-Retirement
Benefit
Cost
 (“ASU 2017-07”). ASU 2017-07 changes how employers that
sponsor defined benefit pension and/or other post-retirement benefit plans present the net periodic benefit costs in the statement of operations. Under this
new guidance, an employer’s statement of operations presents service cost arising in the current period in the same statement line item as other employee
compensation. However, all  other components of current period costs related to defined benefit  plans, such as prior service costs and actuarial  gains and
losses,  are  presented  on  the  statement  of  operations  on  a  line  item outside  (or  below)  operating  income.  ASU 2017-07 affects  only the classification  of
certain  costs  on  the  statement  of  operations,  not  the  determination  of  costs.  Net  periodic  pension  costs  related  to  the  Company’s  frozen  defined  benefit
pension plan and post-retirement medical benefit plan were not material for the third quarter of fiscal year 2018 or prior periods. The retrospective impact of
this standard on our historical financial statements is not material, and future filings will not be restated.

Modifications to Share-based Compensation Awards (ASU 2017-09)

At the beginning of fiscal year 2018, the Company adopted ASU No. 2017-09, 
Compensation-Stock
Compensation
Topic
718-Scope
of
Modification
Accounting
 (“ASU 2017-09”). ASU 2017-09 clarifies when changes to the terms and conditions of share-based payment awards must be accounted for as
modifications. Entities apply the modification accounting guidance if the value, vesting conditions, or classification of an award changes. The Company has
not modified any share-based payment awards. Should the Company modify share-based payment awards in the future, it will apply the provisions of ASU
2017-09.

Definition of a Business (ASU 2017-01)

At the beginning of fiscal year 2018, the Company adopted ASU No. 2017-01 ,

Business
Combinations
(Topic
805):
Clarifying
the
Definition
of
a
Business
  (“ASU 2017-01”). ASU 2017-01 assists  entities  in  determining  if  acquired  assets  constitute  the  acquisition  of  a  business  or  the  acquisition  of
assets for accounting and reporting purposes. This distinction is important because goodwill can only be recognized in an acquisition of a business. Prior to
ASU 2017-01, if  revenues  were  generated  immediately  before  and  after  a  transaction,  the  acquisition  was  typically  considered  a  business.  Under ASU
2017-01, entities are required to further assess the substance of the processes they acquire. Should the Company commence or complete an acquisition in
future periods, it will apply the provisions of ASU 2017-01.

Statement of Cash Flows (ASU 2016-15)

At  the  beginning  of  fiscal  year  2018,  the  Company  adopted  ASU  No. 2016-15, 
Statement 
of 
Cash 
Flows 
(Topic 
230)
  (“ASU 2016-15”). ASU
2016-15 represents  a  consensus  of  the  FASB’s  Emerging  Issues  Task  Force  on  eight  separate  issues  that,  if  present,  can  impact  classifications  on  the
statement  of  cash  flows.  The  guidance  requires  application  using  a  retrospective transition  method.  The  adoption  of  ASU 2016-15 only  impacted  the
classification of certain insurance proceeds on the Company consolidated statement of cash flows for the first quarter of fiscal year 2017. The Company’s
insurance proceeds were not material for the third quarter of fiscal year 2018, and the Company had no insurance proceeds for the third quarter of fiscal year
2017. The retrospective impact of this standard on our historical financial statements is not material and future filings will not be restated.

Recently Issued Accounting Pronouncements

Leases (ASU 2016-02)

In  February  2016,  the  FASB  issued  ASU 2016-02 Leases 
(Topic 
842)
which  will require  recognition  on  the  balance  sheet  for  the  rights  and
obligations created by leases with terms greater than twelve months. The new standard is effective for fiscal years and interim periods within those years
beginning after December 15, 2018, with early adoption permitted. The Company plans to adopt this guidance at the beginning of its first quarter of fiscal
2019 and plans to utilize the transition option which does not require application of the guidance to comparative periods in the year of adoption. While the
Company continues to evaluate this standard and the effect on related disclosures, the primary effect of adoption will be recording right-of-use assets and
corresponding lease obligations for current  operating leases.  The adoption is  expected to have a material  impact  on the Company’s consolidated balance
sheets. The Company is in the process of reviewing current accounting policies, changes to business processes, systems and controls to support adoption of
the new standard, which includes implementing a new lease accounting system.

Derivatives and Hedging (ASU 2017-12)

In August 2017, the FASB issued ASU 2017-12 Derivatives
and
Hedging
(Topic
815)
. The update allows hedge accounting for new types of interest
rate hedges of financial instruments and simplifies the documentation requirements to qualify for hedge accounting.
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In addition, any gain or loss from hedge ineffectiveness will be reported in the same income statement line with the effective hedge results and the hedged
transaction.  The  updated  guidance  is effective  for  fiscal  years  and  interim  periods  within  those  years  beginning  after  December  15,  2018,  with  early
adoption  permitted.  The  Company  plans  to  adopt  this  guidance  at  the  beginning  of  its  fourth  quarter  of  fiscal  year  2018  and  expects the  effect  of  the
adoption will not have a material impact on the Company’s consolidated financial statements.

Non-Employee Share-Based Compensation (ASU 2018-07)

In  June  2018,  the  FASB  issued  ASU  2018-07 Improvements 
to 
Nonemployee
 Share-Based 
Payment 
Accounting
which  updates  the  guidance  to
Compensation—Stock Compensation (Topic 718). The updated guidance aligns the measurement and classification guidance for share-based payments to
non-employees with the guidance for share-based payments to employees, with certain exceptions. The updated guidance is effective for fiscal years and
interim periods within those fiscal years beginning after December 15, 2018, with early adoption permitted. The Company does not anticipate the updated
guidance will have a material impact on its consolidated financial statements.

Fair Value Measurement (ASU 2018-13)

In August 2018, the FASB issued ASU 2018-13 Changes
to
the
Disclosure
Requirements
for
Fair
Value
Measurement
which updates the guidance to
Fair Value Measurement (Topic 820). The updated guidance modifies the disclosure requirements for fair value measurements by removing, modifying or
adding certain disclosures. The updated guidance is effective for fiscal periods beginning after December 15, 2019 including interim periods within those
fiscal  years,  with  early  adoption  permitted.  The  amendments  on  changes  in  unrealized  gains  and  losses,  the  range  and weighted  average  of  significant
unobservable  inputs  used  to  develop  Level  3  fair  value  measurements,  and  the  narrative  description  of  measurement  uncertainty  should  be  applied
prospectively  for  only  the  most  recent  interim or  annual  period presented  in  the  initial  fiscal  year  of  adoption.  All  other  amendments  should  be  applied
retrospectively to all periods presented upon their effective date. The Company does not anticipate the updated guidance will have a material impact on its
consolidated financial statements.

Intangibles-Goodwill and Other-Internal-Use Software (ASU 2018-15)

In August 2018, the FASB issued ASU 2018-15 Intangibles—Goodwill
and
Other—Internal-Use
Software
(Subtopic
350-40)
The update related to
accounting for implementation costs incurred in a cloud computing arrangement that is a service contract. The update allows entities who are customers in
hosting arrangements that are service contracts to apply the existing internal-use software guidance to determine which implementation costs to capitalize as
an  asset  related  to  the  service  contract  and  which  costs  to  expense.  The  update  specifies  classification  for  capitalizing implementation  costs  and related
amortization  expense  within  the  financial  statements  and  requires  additional  disclosures.  The  updated  guidance  is  effective  for  fiscal  reporting  periods,
including interim reporting within those periods, beginning after December 15, 2019. Early adoption is permitted and can be applied either retrospectively
or prospectively. The Company is currently evaluating the transition methods and the impact of the adoption of this standard on its consolidated financial
statements.

3. Revenue Recognition

At the beginning of fiscal year 2018, the Company adopted the provisions of ASC No. 606, Revenue
from
Contracts
with
Customers,
 
and
related
amendments
(“ASC 606”) using the modified retrospective adoption method. The following describes the changes to the Company’s accounting policies
due to the adoption of ASC 606:

Revenue Recognition

The Company uses the five-step model to recognize revenue:
 

 1) Identify the contract with the customer;
 

 2) Identity the performance obligation(s);
 

 3) Determine the transaction price;
 

 4) Allocate the transaction price to each performance obligation if multiple obligations exist; and
 

 5) Recognize the revenue as the performance obligations are satisfied.

Performance
Obligations

The Company identifies each distinct performance obligation to transfer goods (or bundle of goods) or services. The Company recognizes revenue
when (or as) it satisfies a performance obligation by transferring control of the goods or services to the customer.
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Merchandise sales—The Company recognizes sale of merchandise at clubs and gas stations at the point of sale when the customer takes possession of
the goods and tenders payment. At point of sale, the performance obligation is satisfied because control of the merchandise transfers to the customer. Sales
of merchandise at the Company’s clubs and gas stations, excluding sales taxes, represent approximately 97% of the Company’s net sales and approximately
95% of  the  Company’s  total  revenues.  Sales  taxes  are  recorded  as  a  liability  at  the  point  of sale.  Revenue  is  recorded  at  the  point  of  sale  based  on  the
transaction price on the merchandise tag, net of any applicable discounts, sales taxes and expected refunds. For e-commerce sales, the Company recognizes
sales when control of the merchandise is transferred to the customer, which is typically at the shipping point.

BJ’s Perks Rewards—The Company has a customer loyalty program for which the Company offers points based on dollars spent by the customer.
The Company also has a co-branded credit  card program which provides members additional  reward dollars  for  certain purchases.  The Company’s BJ’s
Perks Rewards ® members earn 2% cash back, up to a maximum of $500 per year, on all qualified purchases made with the card at BJ’s. The Company’s
My BJ’s Perks ® Mastercard holders earn 3% or 5% cash back on all qualified purchases made at BJ’s and 1% or 2% cash back on purchases made with the
card outside of BJ’s. Cash back is in the form of electronic awards issued in $20 increments that may be used online or in-club at the register and expire six
months from the date issued.

Earned awards may be redeemed on future purchases made at the Company. The Company recognizes revenue for earned awards when customers
redeem  such  awards  as  part  of  a  purchase  at  one  of  the  Company’s  clubs  or  the  Company’s  website.  The  Company  accounts  for  these  transactions  as
multiple  element  arrangements  and  allocates  the  transaction  price  to  separate performance  obligations  using  their  relative  fair  values.  The  Company
includes the fair value of award dollars earned in deferred revenue at the time the award dollars are earned.

Royalty revenue received in connection with the co-brand credit card program is variable consideration and is considered constrained until the card
holder makes a purchase.

The Company’s total deferred revenue related to the outstanding BJ’s Perks Rewards was $13.6 million at November 3, 2018. The timing of revenue
recognition of these awards dollars is driven by actual customer activities, such as redemptions and expirations. The Company recognized $33.1 million of
royalty revenue in the thirty-nine weeks ended November 3, 2018. The Company expects to recognize $9.1 million of the deferred revenue at November 3,
2018 in fiscal year 2018, and the remainder will be recognized in the years thereafter.

Membership—The Company charges  a  membership  fee  to  its customers.  That  fee  allows customers  to  shop in  the  Company’s  clubs,  shop on the
Company’s  website  and  purchase  gas  at  the  Company’s  gas  stations  for  the  duration  of  the  membership,  which  is  generally  12  months.  Because  the
Company has  the  obligation  to  provide  access  to  its  clubs,  website  and  gas  stations  for  the  duration  of  the  membership  term,  the  Company  recognizes
membership fees on a straight-line basis over the life of the membership. The Company’s deferred revenue related to membership fees was $127.1 million
at November 3, 2018.

Gift Card Programs—The Company sells BJ’s gift cards that allow the customer to redeem the card for future purchases equal to the amount of the
original purchase price of the gift card. Revenue from gift card sales is recognized upon redemption of the gift card because the Company’s performance
obligation to redeem the gift card for merchandise is satisfied when the gift card is redeemed. Historically, the Company has recognized breakage under the
remote  model,  which  recognizes  breakage  income  when  the  likelihood of  the  customer  exercising  its  remaining  rights  becomes  remote.  Under  the  new
guidance,  the  Company  recognizes  breakage  in  proportion  to  its  rate  of  gift  card  redemptions.  This  change  in  breakage  recognition  model  resulted  in  a
$1.8 million increase to accumulated deficit upon adoption and had an immaterial impact on the Company’s results of operations for the thirty-nine weeks
ended November 3, 2018. Deferred revenue related to gift cards was $8.8 million immediately after the adoption and $11.0 million at November 3, 2018.
The Company recognized $30.8 million of revenue from gift card redemptions in the thirty-nine weeks ended November 3, 2018 and expects to recognize
approximately $10.4 million of the third quarter deferral in fiscal year 2018.

Determine
the
Transaction
Price

The transaction price is the amount of consideration the Company expects to receive under the arrangement.  The Company is required to estimate
variable  consideration  (if  any)  and  to  factor  that  estimate  into  the  determination  of  the  transaction  price.  The  Company  may  offer  sales  incentives  to
customers, including discounts. For retail transactions, the Company has significant experience with return patterns and relies on this experience to estimate
expected returns when determining the transaction price.

Returns  and Refunds —
The Company’s  products  are  generally  sold  with  a  right  of  return  and may provide other credits  or  incentives,  which are
accounted  for  as  variable  consideration  when  estimating  the  amount  of  revenue  to  recognize.  The  Company  records  an  allowance  for  returns  based  on
current  period revenues and historical  returns experience.  The Company analyzes  actual  historical  returns,  current  economic  trends and changes in  sales
volume and acceptance of the Company’s products when evaluating the adequacy of the sales returns allowance in any accounting period.
 

13



Table of Contents

Customer Discounts —
Discounts given to customers are usually in the form of coupons and instant markdowns and are recognized as redeemed and
recorded  in  contra  revenue  accounts,  as  they  are  part  of  the  transaction  price  of  the  merchandise  sale.  Manufacturer  coupons  that  are  available  for
redemption at all retailers are not reduced from the sale price of merchandise.

Agent
Relationships

Ancillary Business Revenue—The Company enters  into certain  agreements  with service  providers  that  offer  goods and services to the Company’s
members. These service providers sell goods and services including home improvement services, vision care and cell phones to the Company’s customers.
In  exchange,  the  Company  receives  payments  in  the  form  of  commissions and  other  fees.  The  Company  evaluates  the  criteria  outlined  in  ASC
606-10-55, Principal versus Agent Considerations, in determining whether it is appropriate in these arrangements to record the gross amount of merchandise
sales and related costs, or the net amount earned as commissions. When the Company is considered the principal in a transaction, revenue is recorded gross;
otherwise, revenue is recorded on a net basis. The majority of the Company’s ancillary business revenue is recorded on a net basis. Commissions received
from these  service  providers  are  considered  variable  consideration  and  are  constrained  until  the  third-party  customer  makes  a purchase from one of  the
service providers.

Significant
Judgments

Standalone  Selling  Prices—For  arrangements  that  contain  multiple  performance  obligations,  the  Company  allocates  the transaction  price  to  each
performance obligation on a relative standalone selling price basis.

Costs Incurred to Obtain a Contract—Incremental costs to obtain contracts are not material to the Company.

Policy
Elections

In addition to those previously disclosed, the Company has made the following accounting policy elections and practical expedients:

Portfolio Approach—The Company uses the portfolio approach when multiple contracts or performance obligations are involved in the determination
of revenue recognition.

Taxes—The Company excludes from the transaction price any taxes collected from customers that are remitted to taxing authorities.

Shipping and Handling Charges—Charges that are incurred before and after the customer obtains control of goods are deemed to be fulfillment costs.

Time Value of Money—The Company’s payment terms are less than one year from the transfer of goods. Therefore, the Company does not adjust
promised amounts of consideration for the effects of the time value of money.

Disclosure  of Remaining  Performance  Obligations—The  Company  does  not  disclose  the  aggregate  amount  of  the  transaction  price  allocated  to
remaining performance obligations for contracts that are one year or less in term. Additionally, the Company does not disclose the aggregate amount of the
transaction  price  allocated  to  remaining  performance  obligations  when  the  transaction  price  is  allocated  entirely  to  a  wholly  unsatisfied  performance
obligation or to a wholly unsatisfied promise to transfer a good or service that forms part of a series of distinct goods or services.

Disaggregation
of
Revenue

The Company’s club retail operations, which represent substantially all the consolidated total revenues, are the Company’s only reportable segment.
All  the  Company’s  identifiable  assets  are  in  the  United  States.  The  Company  does  not  have  significant  sales  outside  the  United  States,  nor  does  any
customer  represent  more  than  10%  of  total  revenues  for any  period  presented.  The  following  table  summarizes  the  Company’s  percentage  of  sales
disaggregated by category for the thirteen and thirty-nine weeks ended November 3, 2018:
 

   

Thirteen Weeks
Ended 

November 3, 
2018  

Thirty-Nine Weeks 
Ended 

November 3, 
2018

Edible Grocery   25%  24%
Perishables   27%  28%
Non-Edible Grocery   22%  21%
General Merchandise   12%  13%
Gasoline and Other Ancillary Services   14%  14%
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4. Related Party Transactions

Management
Agreement

The Company  had  a  management  services  agreement  with  the  Sponsors  for  ongoing  consulting  and  advisory  services  that  terminated  upon  the
consummation of the Company’s IPO. The management services agreement provided for the aggregate payment of management fees to the Sponsors (or
advisory affiliates thereof) of $8.0 million per year, plus out of pocket expenses. The Company incurred no management fees for the thirteen weeks ended
November  3,  2018  and  incurred  $2.0  million  in such  fees  for  the  thirteen  weeks  ended  October  28,  2017.  The  Company  expensed  $3.3  million  and
$6.1  million  of  management  fees  and  out  of  pocket  expenses  for  the  thirty-nine  weeks  ended  November  3,  2018  and  October  28,  2017, respectively.
Management  fees  and expenses  are  reported in Selling,  general  and administrative  expenses (“SG&A”) in  the consolidated statements  of  operations  and
comprehensive income.

One  of  the  Company’s  suppliers,  Advantage  Solutions  Inc.,  is  controlled  by  affiliates  of  the  Sponsors.  Advantage Solutions  Inc.  is  principally  a
provider  of in-club product  demonstration  and  sampling  services,  and  the  Company  also  engages  them  from  time  to  time  to  provide  ancillary  support
services,  including  for example,  seasonal  gift  wrapping, on-floor sales  assistance  and  display  maintenance.  The  Company  incurred  approximately
$11.6 million and $10.6 million of costs payable to Advantage Solutions Inc. for services rendered during the thirteen weeks ended November 3, 2018 and
October  28,  2017,  respectively.  The Company incurred  approximately  $33.0  million  and $29.4  million  of  costs  payable  to  Advantage  Solutions  Inc.  for
services rendered during the thirty-nine weeks ended November 3, 2018 and October 28, 2017, respectively. The demonstration and sampling service fees
are fully funded by merchandise vendors who participate in the program.

The Company believes the terms obtained or consideration paid or received, as applicable,  in connection with the transactions were comparable to
terms available or amounts that would be paid or received, as applicable, in arms’-length transactions with unrelated parties.

5. Dividend Recapitalization

On February 3, 2017, the Company distributed a $735.5 million dividend to its common stockholders. In conjunction with the dividend, the Company
paid $67.5 million to stock option holders of the Company as required under the Fourth Amended and Restated 2011 Stock Option Plan of BJ’s Wholesale
Club  Holdings,  Inc.  (as  further  amended)  (“2011 Plan”)  and  the  2012  Director  Stock  Option  Plan  of  BJ’s  Wholesale  Club  Holdings,  Inc.  (as  further
amended) (“2012 Director Plan”). The payments to option holders were recorded as compensation expense in SG&A in the first quarter of fiscal 2017. The
Company  also  paid  $5.4  million  to  employees  under  retention  bonus  arrangements,  of  which  $4.6  million  was  accrued  in  2016,  and  the  remaining
$0.8 million was recognized as compensation expense in the first quarter of 2017. In order to fund these payments, the Company executed the following
transactions immediately prior to the payment of the dividend:
 

 •  Refinanced and upsized the senior secured first lien term loan facility (the “First Lien Term Loan”) to $1,925.0 million, subject to an original
issue discount (“OID”) of $4.8 million.

 

 •  Refinanced and upsized the existing senior secured second lien term loan facility (the “Second Lien Term Loan”) to $625.0 million, subject to
an OID of $6.2 million.

 

 •  Amended and restated the senior secured asset based revolving credit and term facility the (“ABL Facility”) and borrowed $340.0 million. The
maturity date on the ABL Facility was extended to February 3, 2022 and there were no changes to the material terms.

The Company paid accrued outstanding interest of $11.0 million in conjunction with the refinancing.

6. Debt and Credit Arrangements

Debt consisted of the following at November 3, 2018, February 3, 2018 and October 28, 2017 (in thousands):
 

   
November 3,

2018    
February 3, 

2018    
October 28, 

2017  
ABL Facility   $ 424,000   $ 217,000   $ 262,000 
First Lien Term Loan    1,533,890    1,910,563    1,915,375 
Second Lien Term Loan    —      625,000    625,000 
Unamortized debt discount and debt issuance cost    (19,107)    (40,153)    (41,745) 
Less: current portion    (389,377)    (219,750)    (231,250) 

    
 

    
 

    
 

Long-term debt   $1,549,406   $2,492,660   $2,529,380 
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ABL
Facility

On August 17, 2018, the Company amended its ABL Facility to extend the maturity date from February 3, 2022 to August 17, 2023 and reduce the
applicable interest rates and letter of credit fees on the facility. Total fees associated with the refinancing were approximately $1.0 million. The Company
capitalized approximately $0.9 million of new debt issuance costs and had immaterial  write-offs for previously capitalized debt issuance costs and third-
party fees.

The ABL Facility is comprised of a $950.0 million revolving credit facility and a $50.0 million term loan. The ABL Facility is secured on a senior
basis  by  certain  “liquid  assets”  of  the  Company  and  secured  on  a  junior  basis  by  certain  “fixed  assets”  of  the  Company.  The  $50.0  million  term  loan
payment terms are restricted in that the term loan cannot be repaid unless all loans outstanding under the ABL Facility are repaid, and once repaid, cannot
be re-borrowed. The  availability  under  the  $950.0  million  revolving  credit  facility  is restricted  based  on  eligible  monthly  merchandise  inventories  and
receivables as defined in the facility agreement. As amended, interest on the revolving credit facility is calculated either at LIBOR plus a range of 125 to
175 basis points or a base rate plus a range of 25 to 75 basis points; and interest on the term loan is calculated at LIBOR plus a range of 200 to 250 basis
points or a base rate plus a range of 100 to 150 basis points, in all cases based on excess availability. The applicable spread of LIBOR and base rate loans at
all  levels  of  excess  availability  steps  down  by  12.5  basis  points  upon  achieving  total  net  leverage  of  3.00  to  1.00.  The  ABL  Facility  also  provides  a
sub-facility for  issuances  of  letters  of  credit  subject  to  certain  fees  defined  in  the  ABL  Facility  agreement.  The  ABL  Facility  is  subject  to  various
commitment fees during the term of the facility based on utilization of the revolver.

At November 3,  2018, there was $424.0 million outstanding in loans under the ABL Facility and $45.1 million in outstanding letters of credit.  At
February 3, 2018, there was $217.0 million outstanding in loans under the ABL Facility and $44.2 million in outstanding letters of credit. At October 28,
2017, there was $262.0 million outstanding in loans under the ABL Facility and $42.0 million in outstanding letters of credit.

As of November 3, 2018, the interest rate on the revolving credit facility was 3.56%, and borrowing availability was $521.6 million. As of February 3,
2018, the interest rate on the revolving credit facility was 3.08%, and borrowing availability was $574.8 million. As of October 28, 2017, the interest rate on
the revolving credit facility was 2.74%, and borrowing availability was $666.7 million.

First
Lien
Term
Loan

On February 3, 2017, the Company refinanced its First Lien Term Loan to extend the maturity date to February 3, 2024, increase the First Lien Term
Loan borrowings to $1,925.0 million subject to a $4.8 million OID and change the interest rate. Interest on the First Lien Term Loan is calculated either at
LIBOR plus a range of 350 to 375 basis points where LIBOR is subject to a floor of zero or an alternative base rate calculation based on the higher of prime,
the federal funds effective rate plus 50 basis points or one-month LIBOR plus 100 basis points, plus a range of 250 to 275 basis points.

On August 13, 2018, the Company amended its First Lien Term Loan to reduce the applicable interest rates and reduce the principal on the loan. The
Company drew $350.0 million under  its  ABL Facility  to fund the transaction.  As amended,  the First  Lien Term Loan has an initial  principal  amount  of
$1,537.7 million and interest is calculated either at LIBOR plus 275 to 300 basis points or a base rate plus 175 to 200 basis points based on the Company
achieving  a  net  leverage  ratio  of  3.00  to  1.00.  Total  fees  associated  with  the  refinancing  were  approximately $1.8  million.  The  Company wrote-off
$4.4 million of previously capitalized debt issuance costs and OID and expensed $1.8 million of new third-party fees.

At November 3, 2018, the interest rate for the First Lien Term Loan was 5.28%. At February 3, 2018, the interest rate for the First Lien Term Loan
was 4.95%. At October 28, 2017, the interest rate for the First Lien Term Loan was 4.99%.

Principal payments on the First Lien Term Loan are required in quarterly installments of 0.25% of the original principal amount with the balance due
upon maturity on February 3, 2024. Voluntary prepayments are permitted subject to premium payments. Principal payments must be made on the First Lien
Term Loan pursuant to an annual excess cash flow calculation. The First Lien Term Loan is subject to certain affirmative and negative covenants but no
financial  covenants.  It  is  secured  on  a  senior  basis  by  certain  “fixed  assets”  of  the  Company  and  on  a  junior  basis  by  certain  of  “liquid” assets  of  the
Company.

At  November  3,  2018,  there  was  $1,533.9  million  outstanding  on  the  First  Lien  Term  Loan. At  February  3,  2018,  there  was  $1,910.6  million
outstanding on the First Lien Term Loan. At October 28, 2017, there was $1,915.4 million outstanding on the First Lien Term Loan.

Second
Lien
Term
Loan

On February 3, 2017, the Company refinanced its Second Lien Term Loan to extend the maturity date to February 3, 2025 and increased the Second
Lien Term Loan borrowings to $625.0 million, subject to a $6.2 million OID. Interest was calculated either at LIBOR plus 750 basis points where LIBOR is
subject  to a floor of  zero or an alternative  base rate calculation based on the higher of  the prime,  the federal  funds effective rate  plus 50 basis  points  or
one-month LIBOR  plus  100  basis  points,  plus  650  basis  points.  The  Second  Lien  Term  Loan  had  a  maturity  date  of  February  3,  2025  with  the  entire
principal balance due on such maturity date. Voluntary prepayments were permitted.  Principal payments had to be made on the Second Lien Term Loan
pursuant to an annual excess cash flow calculation. The Second Lien Term Loan was subject to certain affirmative and negative covenants but no financial
covenants.
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On July 2, 2018, the Company paid off the Second Lien Term Loan by extinguishing the entire outstanding amount of $623.2 million. In connection
with the debt extinguishment, the Company paid a $6.2 million prepayment premium. The Company recorded debt extinguishment charges of $19.2 million
in conjunction with the pay down, of which $13.0 million represents the write-off of previously capitalized deferred debt issuance costs associated with the
Second Lien Term Loan.

There was a balance of $625.0 million outstanding on the Second Lien Term Loan as of February 3, 2018 and October 28, 2017. At February 3, 2018,
the interest rate for the Second Lien Term Loan was 8.95% and at October 28, 2017, the interest rate for the Second Lien Term Loan was 8.74%.

7. Interest Expense, net

The following details the components of interest expense for the periods presented (in thousands):
 

   Thirteen Weeks Ended    Thirty-Nine Weeks Ended  

   
November 3,

2018    
October 28,

2017    
November 3,

2018    
October 28,

2017  
Interest on debt   $ 24,411   $ 40,537   $ 104,173   $ 119,849 
Interest on capital lease and financing obligations    1,037    1,050    3,122    3,158 
Debt issuance costs amortization    696    950    2,626    3,045 
Original issue discount amortization    627    1,272    2,606    3,302 
Loss on debt extinguishment and charges related to debt refinancing    6,246    (1,402)    25,405    21,061 
Capitalized interest    12    (86)    (145)    (204) 

    
 

    
 

    
 

    
 

Interest expense, net   $ 33,029   $ 42,321   $ 137,787   $ 150,211 
    

 
    

 
    

 
    

 

8. Commitments and Contingencies

The Company is subject to various claims and pending or threatened lawsuits in the normal course of business. The Company is not currently a party
to any legal proceedings that it believes would have a material adverse impact on its financial position, results of operations, or cash flows.

9. Discontinued Operations

The  following  tables  summarize  the  activity  for  the  thirty-nine  weeks  ended  November  3,  2018  and  October  28,  2017 associated  with  our
discontinued operations, which consist of closing two BJ’s clubs in January 2011 (in thousands):
 
   Discontinued Operations-Thirty-Nine Weeks ended November 3, 2018  

   
Liabilities 

February 3, 2018   Charges   
Payments/
Increase   

Liabilities 
November 3, 2018   

Cumulative
Charges to 
Date, Net  

BJ’s clubs   $ 8,683   $ 590   $ (1,803)  $ 7,470   $ 60,189 
    

 
    

 
    

 
   

 
    

 

Current portion   $ 2,122      $ 2,126   
Long-term portion    6,561       5,344   

    
 

       
 

  

Total   $ 8,683      $ 7,470   
    

 
       

 
  

 
   Discontinued Operations-Thirty-Nine Weeks ended October 28,  2017  

   
Liabilities 

January 28, 2017    Charges    
Payments/ 

Increase   
Liabilities 

October 28, 2017  
BJ’s clubs   $ 8,271   $ 523   $ (1,737)  $ 7,057 

    
 

    
 

    
 

   
 

Current portion   $ 2,013      $ 2,013 
Long-term portion    6,258       5,044 

    
 

       
 

Total   $ 8,271      $ 7,057 
    

 
       

 

The charges for BJ’s lease obligations are based on the present value of rent liabilities under the relevant leases, including estimated real estate taxes
and common area maintenance charges, reduced by estimated income from the potential subleasing of these properties. Charges in both periods represent
accretion expense on lease obligations.
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On June 12, 2014, the Company entered into a sublease agreement for one of the clubs that pays a portion of BJ’s lease obligation through the end of
the lease term. The rental income received from that sublease is included in the payments referenced in the tables above. During the second half of 2017, the
Company experienced a lapse in the sublease rental income which resulted in the eviction of the current tenant. In January 2018, the Company entered into
a new sublease agreement for the same property with a new tenant who will continue to pay a portion of the BJ’s lease obligation through the end of the
lease term. The interruption of sublease income in the second half of 2017, and adjustment of future rental income from the new sublease agreement signed
in January 2018, resulted in an additional charge of $0.7 million to the reserve. In addition, the Company lowered the estimated sublease income at the other
existing closed location which resulted in an additional charge of $1.4 million to the reserve.

10. Contingently Redeemable Common Stock

The  Company  and  certain  current  and  former  management  employees  were  party  to  the  Management  Stockholders  Agreement  (the “MSA”). All
grants of equity by the Company to the employees were governed by the terms of individual equity award agreements and the MSA through the date of the
Company’s IPO. The MSA specified certain transfer restrictions, tag-along and drag-along rights, put and call rights and various other rights and restrictions
applicable to any equity held by employees. The call right permitted the Company to repurchase common stock held by an employee stockholder following
a minimum holding period and prior to the expiration of a specified time period following the later of the employee’s termination of employment with the
Company or acquisition of the common stock. If the employee’s employment was terminated for cause, the repurchase price was the least of (a) the fair
market  value  as  of  the  repurchase  date,  (b)  the  fair  market  value  at  issuance  or  (c)  the  price  paid  by  the  employee  stockholder for  such  shares.  If  the
employee’s employment was terminated other than for cause, the repurchase price was the fair market value as of the repurchase date.

The MSA also gave the  employees  the  ability  to  put  any shares  back to  the  Company at  fair  market  value  upon death or disability while actively
employed. As neither death nor disability while actively employed was a certainty, the shares of common stock held by the employee stockholders were
considered to be contingently redeemable common stock and were accounted for outside of stockholders’  equity until  the shares of common stock were
either repurchased by the Company or the put right terminated. The contingently redeemable common stock was recorded at fair value of the common stock
as of the date of issuance. Because meeting the contingency was not probable, the contingently redeemable $10.4 million and $9.0 million of mezzanine
equity was recorded on the Company’s consolidated balance sheet related to these agreements as of February 3, 2018 and October 28, 2017, respectively.
Both the Company’s repurchase right, and the employee stockholder’s put right terminated upon the consummation of the Company’s IPO and reclassified
all  contingently redeemable  common  stock  to  common  stock  on  the  Company’s  consolidated  balance  sheet.  As  of  November  3,  2018,  there  was  no
contingently redeemable common stock outstanding in the Company’s balance sheet.

When  the  Company  exercised  its  call  option  to  repurchase  shares  classified  outside  of  stockholders’  equity,  it  is  deemed to  be  a  constructive
retirement of the contingently redeemable share for accounting purposes. The Company recorded the excess of the fair value paid to repurchase the share
over the carrying value of the contingently redeemable share within additional paid-in capital, as the Company has an accumulated deficit.

11. Stock Incentive Plans

On June 13, 2018, the Company’s Board of Directors adopted, and its stockholders approved, the 2018 Incentive Award Plan (the “2018 Plan”). The
2018 Plan provides for the grant of stock options, restricted stock, dividend equivalents, stock payments, restricted stock units, performance shares, other
incentive  awards,  stock appreciation rights,  and cash awards.  Prior  to the adoption of  the 2018 Plan,  the Company granted stock-based compensation to
employees and non-employee directors, respectively, under the 2011 Plan and the 2012 Director Plan. No further grants will be made under 2011 Plan or
the 2012 Director Plan.

The 2018 Plan authorizes the issuance of 13,148,058 shares, including 985,369 shares that were reserved but not issued under the 2011 Plan and the
2012 Director Plan. If an award under the 2018 Plan, 2011 Plan or 2012 Director Plan is forfeited, expires or is settled for cash, any shares subject to such
award may, to the extent of such forfeiture, expiration or cash settlement, be used again for new grants under the 2018 Plan. Additionally, shares tendered or
withheld to satisfy grant or exercise price, or tax withholding obligations associated with an award under the 2018 Plan, the 2011 Plan or the 2012 Director
Plan  will  be  added  to  the  shares  authorized  for  grant  under  the  2018  Plan.  The  following  shares  may  not  be  used  again  for  grant  under  the  2018  Plan:
(1)  shares  subject  to  a  stock  appreciation  right,  that  are  not  issued  in  connection  with  the  stock  settlement  of  the  SAR  on  its  exercise  and  (2)  shares
purchased on the open market with the cash proceeds from the exercise of options under the 2018 Plan, 2011 Plan or 2012 Director Plan.
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The following table summarizes the Company’s stock award activity during the thirty-nine weeks ended November 3, 2018 (shares in thousands):
 
   Stock Options    Restricted Stock    

Restricted Stock 
Units  

   Shares   

Weighted
Average 
Exercise 

Price    Shares   

Weighted
Average 
Grant 

Date Fair
Value    Shares   

Weighted
Average 
Grant 

Date Fair
Value  

Outstanding, February 3, 2018    8,981  $ 4.00    —    $      —     $   
Granted    2,791   16.39    2,960   22.04    13    27.85 
Exercised/vested    (4,602)   2.90    (1,954)   22.00    —      —   
Forfeited/canceled    (364)   6.10    (3)   22.00    —      —   

    
 

   
 

    
 

   
 

    
 

    
 

Outstanding, November 3, 2018    6,806  $ 9.71    1,003  $ 22.13    13   $ 27.85 

Stock-based  compensation  expense  was  $2.6  million  and  $1.9  million  for  the  thirteen weeks  ended  November  3,  2018  and  October  28,  2017,
respectively.  Stock-based compensation expense was $54.7 million and $7.6 million for the thirty-nine weeks ended November 3,  2018 and October 28,
2017, respectively.

In connection with the IPO, the Board of Directors granted the following new awards to certain employees under the 2018 Plan, subject to vesting:
stock options to purchase 2,510 shares of common stock, with an exercise price of $17.00 and restricted stock in the amount of 2,943 shares with a grant
date fair value of $22.00, equivalent to the closing price of the first day of trading.

Treasury
Shares
Acquired
on
Restricted
Stock
Awards

Upon the vesting of 1,954 restricted stock awards,  782 shares in this  year’s  thirty-nine weeks ended November 3,  2018 were reacquired to satisfy
employees’ tax withholding obligations. These reacquired shares were recorded as $19.1 million of treasury stock and accordingly, reduced the number of
common shares outstanding by 782 shares.

12. Income Taxes

The effective  income tax rate  is  based on estimated income from continuing operations  for  the  year  as  well  as  discrete adjustments,  if  any,  in  the
applicable quarterly periods. The Company projects the estimated annual effective tax rate for the year to be approximately 27%, excluding the tax effect of
discrete events. Potential discrete adjustments include tax charges or benefits related to stock-based compensation, changes in tax legislation, settlements of
tax audits and changes in uncertain tax positions, among others.

The  Company’s  effective  income  tax  rate  from  continuing  operations  was  4.8%  and  40.2%  for  the  thirteen  weeks  ended November  3,  2018  and
October 28, 2017, respectively. The Company’s effective income tax rate from continuing operations was a rate of (13.6)% and 29.0% for the thirty-nine
weeks ended November 3, 2018 and October 28, 2017, respectively. The decrease in the effective tax rate for both the thirteen and thirty-nine weeks ended
November 3, 2018, is due to stock option windfall tax benefits recorded in the current year; a reduction in the U.S. federal statutory tax rate from 35.0% to
21.0% as part of the U.S. Tax Cuts and Jobs Act (the “TCJA”) that was enacted in December 2017, the net reduction of liabilities for uncertain tax positions
primarily resulting from the expiration of the statute of limitations; and an adjustment to the remeasurement of the Company’s deferred tax balances due to
TCJA. The Company previously recorded a provisional tax benefit amount of $32.1 million related to the re-measurement of the Company’s deferred tax
balances in its consolidated financial statements for the year ended February 3, 2018 due to the TCJA. Any changes to the provisional amounts are recorded
in  the  period  in  which  the  adjustments  are  made.  These  changes  could  arise  from  additional  analysis,  changes  in  assumptions  or  interpretations  the
Company  has  made,  additional  guidance  that  may  be  issued  and  actions  the  Company  may  take  as  a  result of  the  TCJA.  In  the  thirteen  weeks  ended
November 3, 2018, the Company recorded an additional $2.4 million tax benefit as a result of updating certain estimates and filing its federal tax return for
the year ended February 3, 2018.
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13. Postretirement Medical Benefits

Net  periodic  benefit  cost  recognized  for  the  thirteen  weeks  and  thirty-nine  weeks  ended  November  3,  2018  and October  28,  2017 consists  of  the
following (in thousands):
 

   Thirteen Weeks Ended    Thirty-Nine Weeks Ended  

   
November 3,

2018    
October 28,

2017    
November 3,

2018    
October 28,

2017  
Company service cost   $ 36   $ 46   $ 108   $ 137 
Interest cost    38    37    113    111 
Net prior service credit amortization    (174)    (174)    (521)    (521) 
Amortization of unrecognized gain    (79)    (63)    (237)    (188) 

    
 

    
 

    
 

    
 

Net periodic postretirement benefit cost   $ (179)   $ (154)   $ (537)   $ (461) 
    

 
    

 
    

 
    

 

The components of net periodic benefit cost are included in the line item SG&A in the income statement.

14. Fair Value Measurements

Fair  value  is  defined  as  the  price  that  would  be  received  to  sell  an  asset  or  paid  to  transfer  a  liability  in  an  orderly transaction  between  market
participants at the measurement date or “exit price.” The inputs used to measure fair value are generally classified into the following hierarchy:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities.

Level  2:  Unadjusted  quoted  prices  in  active  markets  for  similar  assets  or  liabilities,  or  unadjusted  quoted  prices  for identical  or  similar  assets  or
liabilities in markets that are not observable for the asset or liability.

Level 3: Unobservable inputs for the asset or liability.

The fair value of the Company’s debt was determined based on comparable quoted market prices and on borrowing rates available to the Company at
November 3, 2018, February 3, 2018 and October 28, 2017. These inputs are considered to be Level 2. At November 3, 2018, the fair value of total debt
was $1,959.3 million compared to a carrying value of $1,957.9 million. At February 3, 2018, the fair value of total debt was $2,750.2 million compared to a
carrying value of $2,752.6 million. At October 28, 2017, the fair value of total debt was $2,721.6 million compared to a carrying value of $2,802.4 million.

15. Earnings Per Share

The following table summarizes the computation of basic and diluted net income per share attributable to common stockholders:
 

   Thirteen Weeks Ended    Thirty-Nine Weeks Ended  

   
November 3, 

2018    
October 28, 

2017    
November 3, 

2018    
October 28, 

2017  
Weighted-average common shares outstanding, used for basic computation    135,018,238    88,442,052    110,162,167    88,363,302 
Plus: Incremental shares of potentially dilutive securities    4,349,499    3,842,956    4,781,572    —   

    
 

    
 

    
 

    
 

Weighted-average number of common and dilutive potential common shares
outstanding    139,367,737    92,285,008    114,943,739    88,363,302 

Stock  options  of  652,743  and  1,569,949  were  not  included  in  the  computation  of  diluted earnings  for  the  thirteen  and  thirty-nine  weeks  ended
November 3, 2018, respectively, because their inclusion would have been anti-dilutive. Similarly, stock options of 1,663,426 and 2,017,695 were excluded
from the computation of diluted earnings for the thirteen and thirty-nine weeks ended October 28, 2017, respectively.

16. Assets Held for Sale

The Company’s club in Hooksett, New Hampshire was relocated to Manchester, New Hampshire in March 2018.
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In fiscal year 2018, the Company recorded an impairment loss of $4.0 million on the fixed assets of the Hooksett, New Hampshire location to lower
the carrying value of the fixed assets to its estimated fair value less cost to sell. This charge is included within SG&A in the income statement.

On August 15, 2018, the Company closed on the sale of the Hooksett, New Hampshire location and received net proceeds of $6.1 million in exchange
for all assets related to the club. The Company has no future obligations, outstanding liens or continuing involvement with this location.

17. Subsequent Events

On November  13,  2018,  the  Company entered into  three  forward starting  interest  rate  swaps.  Through these arrangements,  which are  effective  on
February  13,  2019,  the  Company  has  fixed  the  LIBOR  component  of  $1,200.0  million  of  its  floating  rate  debt  at  a  rate  of  approximately  3.0%.  The
Company intends to elect hedge accounting for the agreements and expects the derivatives to be highly effective.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The 
following 
discussion 
and 
analysis 
should 
be 
read 
in 
conjunction 
with 
our
 consolidated 
financial 
statements 
and 
related 
notes 
thereto 
included
elsewhere
in
this
Quarterly
Report
on
Form
10-Q,
as
well
as
the
audited
consolidated
financial
statements
and
the
related
notes
thereto,
and
the
discussion
under 
“Management’s 
Discussion 
and 
Analysis 
of 
Financial 
Condition 
and 
Results 
of 
Operations” 
and 
“Business” 
included 
in 
our 
prospectus, 
dated
September 
26, 
2018, 
filed 
with 
the 
Securities 
and 
Exchange
 Commission 
(the 
“SEC”) 
in 
accordance 
with 
Rule 
424(b) 
of 
the 
Securities 
Act, 
on
September
27, 
2018
(the 
“Prospectus”. 
The
following
discussion
contains 
forward-looking
statements 
that 
reflect 
our
plans, 
estimates 
and
assumptions.
Our
actual
results
could
differ
materially
from
those
discussed
in
the
forward-looking
statements.
Factors
that
could
cause
such
differences
are
discussed
in
the
sections
of
this
Quarterly
Report
on
Form
10-Q
titled
“Risk
Factors”
and
“Cautionary
Note
Regarding
Forward-Looking
Statements.”

We
report
on
the
basis
of
a
52-
or
53-week
fiscal
year,
which
ends
on
the
Saturday
closest
to
the
last
day
of
January.
Accordingly,
references
herein
to
“fiscal
year
2017”
relate
to
the
53
weeks
ending
February
3,
2018,
and
references
herein
to
“fiscal
year
2018”
relate
to
the
52
weeks
ending
February
2,
2019.
The
third
quarter
of
fiscal
year
2017
ended
on
October
28,
2017,
and
the
third
quarter
of
fiscal
year
2018
ended
on
November
3,
2018,
and
both
include
thirteen
weeks.

Overview

BJ’s  Wholesale  Club  is  a  leading  warehouse  club  operator  on  the  east  coast  of  the  United  States.  We  deliver  significant value  to  our  members,
consistently offering 25% or more savings on a representative basket of manufacturer-branded groceries compared to traditional supermarket competitors.
We  provide  a  curated  assortment  focused  on  perishable  products, continuously  refreshed  general  merchandise,  gasoline  and  other  ancillary  services  to
deliver a differentiated shopping experience, that is further enhanced by our omnichannel capabilities.

Since pioneering the warehouse club model in New England in 1984, we have grown our footprint to 216 large-format, high volume warehouse clubs
spanning 16 states. In our core New England markets, which have high population density and generate a disproportionate part of U.S. GDP, we operate
almost three times the number of clubs of the next largest warehouse club competitor. In addition to shopping in our clubs, members are able to shop when
and how they want through our website, www.bjs.com; our highly-rated mobile app and our integrated Instacart same-day delivery offering.

Our  goal  is  to  offer  our  members  significant  value  and a  meaningful  return,  in  savings,  on  their  annual membership  fee.  We have more than five
million  members  paying  annual  fees  to  gain  access  to  savings  on  groceries,  consumables,  general  merchandise,  gas  and  ancillary  services.  The  annual
membership fee for our Inner Circle ® Membership is $55 per year, and our BJ’s Perks Rewards ® Membership, which offers additional value-enhancing
features, costs $110 annually. We believe that members can save over ten times their $55 Inner Circle membership fee versus what they would have paid at
traditional  supermarket  competitors  when  they  spend  $2,500  or  more  per  year  at  BJ’s  on  manufacturer-branded groceries.  In  addition  to  providing
significant  savings  on  a  representative  basket  of  manufacturer-branded groceries,  we  accept  all  manufacturer  coupons  and  also  carry  our  own exclusive
brands that  enable  members  to  save on price  without compromising on quality.  Our two private label  brands,  Wellsley Farms ® and Berkley Jensen ® ,
represent over $2,000.0 million in sales, and are the largest brands we sell. Our customers recognize the relevance of our value proposition across economic
environments, as demonstrated by over 20 consecutive years of membership fee income growth. Our membership fee income was $259 million for fiscal
year 2017 and represents approximately half of our Adjusted EBITDA.

Our business is moderately seasonal in nature. Historically, our business has realized a slightly higher portion of net sales, operating income and cash
flows from operations in the second and fourth fiscal quarters, attributable primarily to the impact of the summer and year-end holiday season, respectively.

Factors Affecting Our Business

Overall
economic
trends
. The overall economic environment and related changes in consumer behavior have a significant impact on our business. In
general,  positive  conditions  in  the  broader  economy  promote  customer  spending  in  our  clubs,  while  economic  weakness  which  generally  results  in  a
reduction  of  customer  spending may have  a  different  or  more  extreme effect  on spending at  our  clubs.  Macroeconomic  factors  that  can affect  customer
spending patterns, and thereby our results of operations, include employment rates, business conditions, changes in the housing market, the availability of
credit, interest rates, tax rates and fuel and energy costs. In addition, during periods of low unemployment, we may experience higher labor costs.

Size
and
loyalty
of
membership
base.
The membership model is a critical element of our business. Members drive our results of operations through
their membership fee income and their purchases. The majority of members renew within six months following their renewal date. Therefore, our renewal
rate is a trailing calculation that captures renewals during the period seven to eighteen months prior to the reporting date. We have grown our membership
fee income each year over the past two decades. Our membership fee income totaled $259 million in fiscal year 2017. Our membership renewal rate, a key
indicator of membership engagement, satisfaction and loyalty, reached an all-time high of 86% during fiscal year 2017.
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Consumer
preferences 
and
demand
 .  Our ability to maintain our appeal to existing customers and attract  new customers depends on our ability to
originate, develop and offer a compelling product assortment responsive to customer preferences. If we misjudge the market for our products, we may be
faced with excess inventories for some products and may be required to become more promotional  in our selling activities,  which would impact our net
sales and gross profit.

Infrastructure 
investment
 .  Our  historical  operating  results  reflect  the  impact  of  our  ongoing  investments  to  support our  growth.  We  have  made
significant  investments  in  our  business  that  we  believe  have  laid  the  foundation  for  continued  profitable  growth.  We  believe  that  strengthening  our
management  team  and  enhancing  our  information  systems,  including  our distribution  center  management  and point-of-sale systems,  will  enable  us  to
replicate our profitable club format and provide a differentiated shopping experience. We expect these infrastructure investments to support our successful
operating model across our club operations.

Product
mix
 .  Changes  in  our  product  mix  affect  our  performance.  For  example,  we  continue  to  add  private  label  products  to  our  assortment  of
product  offerings  at  our  clubs,  which  we  generally  price  lower  than  the  manufacturer  branded  products  of comparable  quality  that  we  also  offer.
Accordingly, a shift in our sales mix in which we sell more units of our private label products and fewer units of our manufacturer branded products would
generally have a positive impact on our profit margins but an adverse impact on our overall net sales. Changes in our revenues from gasoline sales may also
negatively affect  our performance.  Since gasoline generates  lower profit  margins  than the remainder  of  our business,  we could expect  to see our overall
gross profit margin rates decline as sales of gasoline increase.

Effective 
sourcing 
and 
distribution 
of
 products
 .  Our  net  sales  and  gross  profit  are  affected  by  our  ability  to  purchase  our  products  in  sufficient
quantities at competitive prices. While we believe our vendors have adequate capacity to meet our current and anticipated demand, our level of net sales
could  be  adversely  affected  in  the  event  of  constraints  in  our  supply  chain,  including  our  inability  to  procure  and  stock  sufficient  quantities  of  some
merchandise in a manner that is able to match market demand from our customers, leading to lost sales.

Gas
prices
. The market price of gasoline impacts our net sales and comparable club sales, and large fluctuations in the price of gasoline can produce
a short-term impact on our margins. Retail gasoline prices are driven by daily crude oil and wholesale commodity market changes and are volatile, as they
are influenced by factors that include changes in demand and supply of oil and refined products, global geopolitical events, regional market conditions and
supply interruptions caused by severe weather conditions. Typically, the change in crude oil prices impacts the purchase price of wholesale petroleum fuel
products, which in turn impacts retail gasoline prices at the pump. During times when prices are particularly volatile, differences in pricing and procurement
strategies  between  the  Company  and  its competitors  may  lead  to  temporary  margin  contraction  or  expansion  depending  on  whether  prices  are  rising  or
falling, and this impact could affect our overall results for a fiscal quarter.

In addition, the relative level of gasoline prices from period to period can lead to differences in our net sales between those periods. Further, because
we  generally  attempt  to  maintain  a  fairly  stable  gross  profit  per  gallon,  this  variance  in  net  sales,  which  may  be  substantial,  may  or  may  not  have  a
significant impact on our operating income.

Fluctuation
in
quarterly
results
. Our quarterly results have historically varied depending upon a variety of factors, including our product offerings,
promotional events, club openings, weather related events and shifts in the timing of holidays, among other things. As a result of these factors, our working
capital requirements and demands on our product distribution and delivery network may fluctuate during the year.

Inflation 
and 
deflation 
trends
 .  Our  financial results  can  be  expected  to  be  directly  impacted  by  substantial  increases  in  product  costs  due  to
commodity cost increases or general inflation, which could lead to a reduction in our sales as well as greater margin pressure as costs may not be able to be
passed on to consumers. To date, changes in commodity prices and general inflation have not materially impacted our business. In response to increasing
commodity prices or general inflation, we seek to minimize the impact of such events by sourcing our merchandise from different vendors, changing our
product mix or increasing our pricing when necessary.

Adoption 
of 
Accounting 
Standards 
Codification 
No.
 
606,
 Revenue 
from 
Contracts 
with 
Customers, 
and
 related 
amendments
 (“ASC  606”).  We
adopted ASC 606 effective February 4, 2018 using the modified retrospective method. The amounts reported in the consolidated statement of operations for
the  thirteen  weeks  and thirty-nine  weeks  ended  November  3,  2018  and  the  consolidated  balance  sheet  as  of  November  3,  2018  reflect  this  adoption.
According  to  the  modified  retrospective  method,  all  financial  information  before  February  4,  2018  was  not restated.  See  Note  3  to  our  unaudited
consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q for more information regarding our adoption of ASC 606.
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How We Assess the Performance of Our Business

In assessing our performance, we consider a variety of performance and financial measures. The key GAAP measures include net sales, membership
fee income, cost of sales and selling, general and administrative expenses. In addition, we also review other important metrics such as Adjusted EBITDA,
comparable club sales and merchandise comparable club sales, which exclude gasoline sales.

Net sales

Net sales are derived from direct retail sales to customers in our clubs and online, net of merchandise returns and discounts. Growth in net sales is
impacted by opening new clubs and increases in comparable club sales.

Comparable club sales

Comparable club sales, also known as same store sales, is an important measure throughout the retail industry. In determining comparable club sales,
we include all clubs that were open for at least 13 months at the beginning of the period and were in operation during all of both periods being compared,
including relocated clubs and expansions. There may be variations in the way in which some of our competitors and other retailers calculate comparable or
same store sales. As a result, data in this Quarterly Report on Form 10-Q, regarding our comparable club sales may not be comparable to similar data made
available by other retailers.

Comparable club sales allow us to evaluate how our club base is performing by measuring the change in period-over-period net sales in clubs that
have  been  open  for  the  applicable  period.  Various  factors  affect  comparable  club  sales,  including  consumer  preferences  and  trends,  product  sourcing,
promotional offerings and pricing, customer experience and purchase amounts, weather and holiday shopping period timing and length.

Comparable club sales excluding gasoline sales

Comparable  club  sales  excluding  gasoline  sales  is  calculated  by  excluding sales  from our  gasoline  operations  from comparable  club  sales  for  the
applicable period.

Membership fee income

Membership  fee  income reflects  the  amount  collected  from our  customers  to  be  a  member  of  our  clubs.  Membership  fee  income is recognized in
revenue on a straight-line basis over the life of the membership, which is typically twelve months.

Cost of sales

Cost of sales consists primarily of the direct cost of merchandise and gasoline sold at our clubs, including the following:
 

 •  costs associated with operating our distribution centers, including payroll, payroll benefits, occupancy costs and depreciation;
 

 •  freight expenses associated with moving merchandise from vendors to our distribution centers and from our distribution centers to our clubs;
and

 

 •  vendor allowances, rebates and cash discounts.

Selling, general and administrative expenses

Selling, general and administrative expenses (“SG&A”) consist of various expenses related to supporting and facilitating the sale of merchandise in
our clubs, including the following:
 

 •  payroll and payroll benefits for club and corporate employees;
 

 •  rent, depreciation and other occupancy costs for retail and corporate locations;
 

 •  advertising expenses;
 

 •  tender costs, including credit and debit card fees;
 

 •  amortization of intangible assets; and
 

 •  consulting, legal, insurance and other professional services expenses.
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SG&A includes both fixed and variable components and, therefore, is not directly correlated with net sales. In addition, the components of our SG&A
expenses may not be comparable to those of other retailers. We expect that our SG&A expenses will increase in future periods due to investments to spur
comparable club sales growth, our continuing club growth and in part due to additional legal, accounting, insurance and other expenses that we expect to
incur as a result of being a public company, including compliance with the Sarbanes-Oxley Act. In addition, any increase in future stock option or other
stock-based grants or modifications will increase our stock-based compensation expense included in SG&A.

Adjusted EBITDA

Adjusted  EBITDA  is  defined  as  income  (loss)  from  continuing  operations  before  interest  expense,  net,  provision  (benefit)  for income  taxes  and
depreciation  and  amortization,  adjusted  for  the  impact  of  certain  other  items,  including  compensatory  payments  related  to  options,  stock-based
compensation  expense, pre-opening expenses, management  fees, non-cash rent,  strategic  consulting  expenses,  severance,  offering  costs  and  other
adjustments.  For  a  reconciliation  of  Adjusted  EBITDA  to  income  from  continuing  operations,  the  most  directly comparable  GAAP  measure,  see
“—Non-GAAP Financial Measures.”

Non-GAAP Financial Measures

Adjusted EBITDA

We present  Adjusted  EBITDA,  which  is  not  a  recognized  financial  measure  under  GAAP,  because  we  believe  it  assists  investors  and analysts in
comparing our operating performance across reporting periods on a consistent basis by excluding items that we do not believe are indicative of our core
operating  performance.  We  define  Adjusted  EBITDA  as  income  (loss)  from  continuing operations  before  interest  expense,  net,  provision  (benefit)  for
income taxes and depreciation and amortization, adjusted for the impact of certain other items, including compensatory payments related to options, stock-
based compensation expense, preopening expenses, management fees, non-cash rent, strategic consulting, severance, offering-related expenses, and other
adjustments.  You  are  encouraged  to  evaluate  these  adjustments  and  the  reasons  we consider  them  appropriate  for  supplemental  analysis.  In  evaluating
Adjusted  EBITDA,  you  should  be  aware  that  in  the  future  we  may  incur  expenses  that  are  the  same  as  or  similar  to  some  of  the  adjustments  in  our
presentation  of  Adjusted  EBITDA.  Our presentation  of  Adjusted  EBITDA  should  not  be  considered  as  alternative  to  any  other  performance  measure
derived in accordance with GAAP and should not be construed as an inference that our future results will be unaffected by unusual or non-recurring items.
There  can  be  no  assurance  that  we  will  not  modify  the  presentation  of  Adjusted  EBITDA in  the  future,  and  any  such  modification  may be  material.  In
addition,  Adjusted  EBITDA may not  be  comparable to  similarly  titled  measures  used  by  other  companies  in  our  industry  or  across  different  industries.
Additionally,  Adjusted EBITDA has limitations as an analytical  tool,  and should not be considered in isolation or as a substitute for any analysis of our
results as reported under GAAP.

Management  believes  Adjusted  EBITDA  is  helpful  in  highlighting  trends  in  our  core operating  performance,  while  other  measures  can  differ
significantly  depending  on  long-term  strategic  decisions  regarding  capital  structure,  the  tax  jurisdictions  in  which  companies  operate  and  capital
investments. We also use Adjusted EBITDA in connection with establishing discretionary annual incentive compensation; to supplement GAAP measures
of performance in the evaluation of the effectiveness of our business strategies; to make budgeting decisions; and to compare our performance against that
of other peer companies using similar measures.

The following is a reconciliation of our income from continuing operations to Adjusted EBITDA for the periods presented:
 

   Thirteen Weeks Ended   Thirty-Nine Weeks Ended  

   
November 3,

2018   
October 28,

2017   
November 3,

2018   
October 28,

2017  
(in thousands)              
Income (loss) from continuing operations   $ 54,568  $ 22,873  $ 63,379  $ (16,099) 
Interest expense, net    33,029   42,321   137,787   150,211 
Provision (benefit) for income taxes    2,730   15,346   (7,595)   (6,575) 
Depreciation and amortization    39,936   41,117   122,434   123,404 
Compensatory payments related to options (1)    —     4,253   —     77,953 
Stock-based compensation expense (2)    2,620   1,909   55,985   7,649 
Preopening expenses (3)    2,207   123   4,065   2,156 
Management fees (4)    —     2,005   3,333   6,073 
Noncash rent (5)    1,150   1,384   3,591   4,381 
Strategic consulting (6)    9,321   7,448   22,569   24,402 
Severance (7)    —     —     960   —   
Offering Costs (8)    2,382   —     3,143   —   
Other adjustments (9)    675   2,305   3,406   1,954 

    
 

   
 

   
 

   
 

Adjusted EBITDA   $ 148,618  $ 141,084  $ 413,057  $ 375,509 
    

 

   

 

   

 

   

 

Adjusted EBITDA as a percentage of net sales    4.7%   4.7%   4.4%   4.2% 
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(1) Represents payments to holders of our stock options made pursuant to antidilution provisions in connection with dividends paid to our shareholders.
(2) Represents total stock-based compensation expense and includes one-time expenses related to certain restricted stock and stock option awards issued

in connection with the Company’s IPO.
(3) Represents direct incremental costs of opening or relocating a facility that are charged to operations as incurred.
(4) Represents  management  fees  paid  to  our  sponsors  (or  advisory  affiliates  thereof)  in  accordance  with  our management  services  agreement,  which

terminated upon closing of the IPO.
(5) Consists of an adjustment to remove the non-cash portion of rent expense, which has been recorded on a straight-line basis in accordance with GAAP.
(6) Represents fees paid to external consultants for strategic initiatives of limited duration.
(7) Represents termination costs to a former executive.
(8) Represents one-time costs related to the Company’s IPO and secondary offering.
(9) Other non-cash or discrete items as determined by management, including amortization of a deferred gain from sale lease back transactions in 2013,

non-cash accretion  expense  on  asset  retirement  obligations,  obligations  associated  with  our  post-retirement  medical  plan  and impairment charges
related to a club that was relocated in 2018.

Free cash flow

We present free cash flow, which is not a recognized financial measure under GAAP, because we use it to report to our board of directors and we
believe it assists investors and analysts in evaluating our liquidity. Free cash flow should not be considered as an alternative to cash flows from operations
as a liquidity measure. We define free cash flow as net cash provided by operating activities net of capital expenditure.

The following is a reconciliation of our net cash from operating activities to free cash flow for the periods presented:
 

   Thirty-Nine Weeks Ended  

   
November 3,

2018    
October 28,

2017  
(in thousands)         
Net cash from operating activities   $ 250,893   $ 100,359 
Less: Capital expenditures    103,340    86,122 

    
 

    
 

Free cash flow   $ 147,553   $ 14,237 
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Results of Operations

The following tables summarize key components of our results of operations for the periods indicated:
 

   Thirteen Weeks Ended   Thirty-Nine Weeks Ended  

   
November 3,

2018   
October 28, 

2017   
November 3,

2018   
October 28, 

2017  
(in thousands)              
Statement of Operations Data:      

Net sales   $3,150,234  $3,019,389  $9,380,640  $9,006,022 
Membership fee income    71,429   64,856   209,825   192,578 

    
 

   
 

   
 

   
 

Total revenues    3,221,663   3,084,245   9,590,465   9,198,600 
Cost of sales    2,629,575   2,523,297   7,858,515   7,578,790 
Selling, general and administrative expenses    499,554   480,285   1,534,314   1,490,117 
Preopening expenses    2,207   123   4,065   2,156 

    
 

   
 

   
 

   
 

Operating income    90,327   80,540   193,571   127,537 
Interest expense, net    33,029   42,321   137,787   150,211 

    
 

   
 

   
 

   
 

Income (loss) from continuing operations
before income taxes    57,298   38,219   55,784   (22,674) 

Provision (benefit) for income taxes    2,730   15,346   (7,595)   (6,575) 
    

 
   

 
   

 
   

 

Income (loss) from continuing operations    54,568   22,873   63,379   (16,099) 
Loss from discontinued operations, net of
income taxes    (137)   (98)   (425)   (308) 

    
 

   
 

   
 

   
 

Net (loss) income   $ 54,431  $ 22,775  $ 62,954  $ (16,407) 
    

 

   

 

   

 

   

 

Operational Data:      
Total clubs at end of period    216   215   216   215 
Comparable club sales    3.6%   2.8%   4.1%   0.3% 
Comparable club sales excluding gasoline sales    1.9%   0.4%   2.0%   (1.7)% 
Adjusted EBITDA (in thousands)   $ 148,618  $ 141,084  $ 413,057  $ 375,509 
Free cash flow (in thousands)    20,000   6,520   147,553   14,237 

Thirteen Weeks (third quarter) Ended November 3, 2018 Compared to Thirteen Weeks (third quarter) Ended October 28, 2017

Net Sales

Net sales for the third quarter of fiscal year 2018 were $3,150.2 million, a 4.3% increase from net sales reported for the third quarter of fiscal year
2017 of $3,019.4 million. The increase was due primarily to a 3.6% increase in comparable club sales.

Comparable club sales
 

   Thirteen Weeks Ended  

   
November 3,

2018   
October 28,

2017  
Comparable club sales    3.6%   2.8% 
Less: contribution from gasoline sales    1.7%   2.4% 

    
 

   
 

Comparable club sales excluding gasoline sales    1.9%   0.4% 
    

 

   

 

The increase in comparable club sales includes a favorable contribution from gasoline sales of 1.7% due mainly to price inflation.

Comparable  club  sales  excluding  gasoline  sales  increased  1.9%  in  the  third  quarter  of 2018.  The  increase  was  driven  by  growth  in  general
merchandise  of  approximately  5%,  an  increase  in  sales  of non-edible groceries  of  approximately  3%  and  an  increase  in  sales  of  edible  groceries  of
approximately 1%. Sales of perishables were approximately flat for the quarter.

The increase in general merchandise sales was driven by strong sales of television and apparel. The increase in sales of non-edible groceries was due
to better sales of laundry care and health and beauty products. Sales of edible groceries increased due to stronger sales of water and specialty beverages,
partially offset by decreases in juice and breakfast items. Our perishable comparable club sales were flat for the quarter. Unit growth during the quarter was
offset by the impact of deflation. Sales in key fresh categories such as fresh beef and pork, fresh fruits and vegetables all experienced deflationary pressure
during the quarter.
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Membership fee income

Membership  fee  income was  $71.4  million  in  the  third  quarter  of  fiscal  year  2018  versus  $64.9  million  in  the  third quarter  of  fiscal  year  2017,  a
10.1%  increase.  The  growth  in  membership  fee  income  was  due  to  the  membership  fee  increase  implemented  in  January  2018  and  successful  member
acquisition efforts.

Cost of sales

Costs of sales was $2,629.6 million,  or 83.5% of net sales,  in the third quarter  of fiscal  year 2018, compared to $2,523.3 million, or 83.6% of net
sales, in fiscal year 2017. The decrease as a percentage of net sales of 0.1% was driven primarily by merchandise margin gains from the continued progress
in our category profitability improvement program, partially offset by higher penetration of gasoline sales which lowers our overall margin rate.

Selling, general and administrative expenses

Selling, general and administrative expenses (“SG&A”) increased 4.0% to $499.6 million in the third quarter of fiscal year 2018 from $480.3 million
in the third quarter of fiscal year 2017. Excluding expenses associated with our secondary offering and other one-time expenses, SG&A increased 4.6% to
$496.2 million compared to $474.2 million in the third quarter last fiscal year. The increase reflects continued investments in membership marketing and
payroll expenses to drive our strategic priorities.

Preopening expenses

Preopening  expenses  were  $2.2  million  in  the  third  quarter  of  fiscal  year  2018,  compared  to  $0.1  million  in  the  third quarter  of  fiscal  year  2017.
Preopening expenses for the third quarter of fiscal year 2018 include charges for one new club that opened in the third quarter of fiscal year 2018 and one
new club that is expected to open in the first quarter of fiscal year 2019.

Interest expense

Interest expense was $33.0 million for the third quarter of fiscal year 2018, compared to $42.3 million for the third quarter of fiscal year 2017. Interest
expense for the third quarter of fiscal year 2018 includes interest expense of $24.5 million related to debt service on outstanding borrowings, $6.2 million of
charges related to the repricing of our outstanding borrowings, $1.3 million of amortization expense on deferred financing costs and original issue discounts
on our outstanding borrowings, and $1.0 million of other interest charges.

Interest  expense  for  the  third  quarter  of  fiscal  year  2017  includes  interest  of  $26.8  million  related  to  debt  service  on outstanding  borrowings,
$14.2 million of interest on the Second Lien Term Loan, and $1.3 million of other interest charges.

Provision for income taxes

The Company’s effective income tax rate from continuing operations was 4.8% for the third quarter of fiscal year 2018, compared to 40.2% for the
third quarter of fiscal year 2017. The change in effective tax rate for the quarter ended November 3, 2018, was due to a significant stock option windfall tax
benefit recorded in the third quarter of fiscal year 2018; a reduction in the U.S. federal statutory tax rate from 35.0% to 21.0% as part of the U.S. Tax Cuts
and Jobs Act (the “TCJA”) that was enacted in December 2017; the reversal  of liabilities  for uncertain tax positions resulting from the expiration of the
statute of limitations and an adjustment to the remeasurement of the Company’s deferred tax balances due to TCJA. The Company projects the estimated
annual effective tax rate for fiscal year 2018 to be approximately 27% excluding the tax effect of discrete events.

Loss from discontinued operations

Loss from discontinued operations (net of income tax benefit) was $0.1 million in the third quarters of both fiscal years 2018 and 2017. The loss for
both periods consists of post-tax accretion expense on lease obligations related to two closed locations.
 

28



Table of Contents

Thirty-Nine Weeks (nine months) Ended November 3, 2018 Compared to Thirty-Nine Weeks (nine months) Ended October 28, 2017

Net Sales

Net sales for the first nine months of fiscal year 2018 were $9,380.6 million, a 4.2% increase compared to net sales for the first nine months of fiscal
year 2017 of $9,006.0 million. The increase was driven by an increase in comparable club sales of 4.1%.

Comparable club sales
 

   Thirty-Nine Weeks Ended  

   
November 3,

2018   
October 28,

2017  
Comparable club sales    4.1%   0.3% 
Less: contribution from gasoline sales    2.1%   2.0% 

    
 

   
 

Comparable club sales excluding gasoline sales    2.0%   (1.7)% 
    

 

   

 

The increase in comparable club sales includes a favorable contribution from gasoline sales of 2.1% due mostly to price inflation.

Comparable club sales excluding gasoline sales increased 2.0% in the first nine months of fiscal year 2018 due to increases of approximately 2% in
general merchandise and non-edible groceries and increases of approximately 1% in the sales of edible groceries and perishables.

The increase in general merchandise was due to stronger sales of apparel and televisions. The increase in non-edible grocery sales was due to growth
in household cleaning and beauty care,  partially  offset  by decreases  in  shaving products.  Edible  grocery sales  improved due to  increased sales  of  water,
specialty beverages and  salty  snacks,  partially  offset  by  decreased  sales  of  breakfast  items.  Perishables  sales  increased  due  higher  sales  of  eggs,  bakery
items and fresh and frozen seafood, partially offset by lower sales of fresh meat and dairy.

Membership fee income

Membership fee income was $209.8 million for the first nine months of fiscal year 2018 compared to $192.6 million for the first nine months of fiscal
year 2017, an 9.0% increase. The growth was driven by the membership fee increase that was effective January 2, 2018 and successful member acquisition
efforts.

Cost of sales

Cost of sales was $7,858.5 million, or 83.8% of net sales, for the first nine months of fiscal year 2018, compared to $7,578.8 million, or 84.2% of net
sales, for the first nine months of fiscal year 2017. The decrease as a percentage of net sales of 0.4% was attributable primarily to procurement savings from
our assortment optimization efforts.

Selling, general and administrative expenses

SG&A expenses were $1,534.3 million, or 16.4% of net sales, for the first nine months of fiscal year 2018, compared to $1,490.1 million, or 16.6% of
net sales, for the first nine months of fiscal year 2017. The 0.2% decrease was driven by higher expenses last year due to compensatory payments to option
holders  of  $78.0 million.  This  year’s  SG&A results  include stock-based compensation related  to  the  Company’s  initial  public  offering of  $48.9 million,
$4.0 million of asset impairment charges on a club that was relocated and public offering costs of $3.1 million.

Preopening expenses

Preopening expenses were $4.1 million for first nine months of fiscal year 2018 compared to $2.2 million for first nine months of fiscal year 2017.
Preopening expenses for fiscal year 2018 include expenses for one new club, one relocated club, one new gas station and a new club expected to open in the
first quarter of fiscal year 2019. Preopening expenses for the first nine months of fiscal year 2017 include expenses for one new club.

Interest expense

Interest expense was $137.8 million for the first nine months of fiscal year 2018, compared to $150.2 million for the first nine months of fiscal year
2017. Interest  expense for  the first  nine months of  fiscal  year  2018 included interest  of  $80.3 million related to debt  service on outstanding borrowings,
$25.4 million of non-recurring charges related to the repricing of our outstanding borrowings in the third quarter and the extinguishment of the Second Lien
Term Loan in the second quarter,  $24.3 million of interest  on the Second Lien Term loan incurred prior to extinguishment,  $4.8 million of amortization
expense on deferred financing costs and original issue discounts on our outstanding borrowings, and $3.0 million of other interest charges.
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Interest  expense for  the first  nine months of  fiscal  year  2017 included interest  of  $79.1 million related  to  debt  service  on outstanding borrowings,
$41.8 million of interest on the Second Lien Term Loan, $21.1 million of charges related to debt refinancing, $5.3 million of amortization expense on the
deferred financing costs and original issue discounts on our outstanding borrowings, and $2.9 million of other interest charges.

Provision for income taxes

The Company’s effective income tax rate from continuing operations was (13.6)% for the first nine months of fiscal year 2018, compared to 29.0%
for  the  same period  last  year.  The  change  in  effective  tax  rate  for  the  first  nine  months  of  fiscal  year  2018,  is  due  to  stock  option  windfall  tax  benefits
recorded in the current year; a reduction in the U.S. federal statutory tax rate from 35.0% to 21.0% as part of the U.S. Tax Cuts and Jobs Act (the “TCJA”)
that was enacted in December 2017, the reversal of liabilities for uncertain tax positions resulting from the expiration of the statute of limitations and an
adjustment to the remeasurement of the Company’s deferred tax balances due to TCJA. The Company projects the estimated annual effective tax rate for
fiscal year 2018 to be approximately 27% excluding the tax effect of discrete events.

Loss from discontinued operations

Loss from discontinued operations (net of income tax benefit) was $0.4 million for the first nine months of fiscal year 2018, compared to $0.3 million
for  the  first  nine  months  of  fiscal  year  2017.  The loss  for  both  periods  consists  of post-tax accretion  expense  on lease  obligations  related  to  two closed
locations.

Seasonality

Our business is moderately seasonal in nature. Historically, our business has realized a slightly higher portion of net sales, operating income and cash
flows from operations in the second and fourth fiscal quarters, attributable primarily to the impact of the summer and year-end holiday season, respectively.
Our quarterly results have been and will continue to be affected by the timing of new club openings and their associated preopening costs. As a result, of
these factors, our financial results for any single quarter or for periods of less than a year are not necessarily indicative of the results that may be achieved
for a full fiscal year.

Liquidity and Capital Resources

Our primary sources of liquidity are cash flows generated from club operations and borrowings from our ABL Facility.  Cash and cash equivalents
totaled $31.5 million as of November 3, 2018. We believe that our current resources, together with anticipated cash flows from operations and borrowing
capacity under our ABL Facility will be sufficient to finance our operations, meet our current debt obligations, and fund anticipated capital expenditures.

Summary of Cash Flows

A summary of our cash flows from operating, investing and financing activities is presented in the following table:
 

   Thirty-Nine Weeks Ended  

   
November 3,

2018    
October 28,

2017  
(in thousands)         
Net cash provided by operating activities   $ 250,893   $ 100,359 
Net cash used in investing activities    (103,340)    (86,122) 
Net cash used in financing activities    (151,005)    (14,456) 

    
 

    
 

Net decrease in cash and cash equivalents   $ (3,452)   $ (219) 
    

 

    

 

Net
Cash
from
Operating
Activities

Net cash provided by operating activities was $250.9 million for the first nine months of fiscal year 2018, compared to $100.4 million for the first
nine  months  of  fiscal  year  2017.  The  increase  in  operating  cash  flow  was  primarily  due  to  higher  operating  income  from  improved  margin  rates  and
increased  membership  fee  income,  lower  interest  payments  due  to  the pay  down of  the  second  lien  term  loan,  and  strong  working  capital  management
including better  management  of  inventory  levels  and faster  collection  of  receivables.  In  addition,  result  for  the  first  nine months  of  fiscal  2017 includes
$73.7 million of compensatory payments to stock option holders.
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Net
Cash
from
Investing
Activities

Cash  used  for  capital  expenditures  was  $103.3  million  for  the  first  nine  months  of  fiscal  year  2018,  compared  to $86.1  million  for  the  first  nine
months of fiscal year 2017. The increase is due to more investments in technology and more spending on new and relocated clubs compared to the prior
year.

Net
Cash
from
Financing
Activities

Cash used in financing activities for the first nine months of fiscal year 2018 was $151.0 million, compared to $14.5 million for the first nine months
of fiscal year 2017. The increase over last  year is due mainly to the extinguishment of the Second Lien Term Loan in the second quarter and the partial
paydown of the First Lien Term Loan in conjunction with its repricing in the third quarter. Net proceeds from the ABL Facility were $207.0 million in both
periods.

Financing Obligations

On February 3, 2017, we entered into a senior secured asset based revolving credit and term facility (as amended, the “ABL Facility”). On February 3,
2017,  we entered into a  senior  secured first  lien term loan facility  (the  “First  Lien Term Loan”)  and a  senior  secured second lien term loan facility  (the
“Second Lien Term Loan” and,  together  with the First  Lien Term Loan,  the “Term Loan Facilities”).  We entered into the ABL Facility  and Term Loan
Facilities in part to amend our prior ABL Facility and refinance our prior term loan facilities. The Second Lien Term Loan was fully repaid on July 2, 2018
in connection with the closing of the IPO.

On August 13, 2018, the Company refinanced its  First  Lien Term Loan and reduced the principal  on the loan. The Company drew $350.0 million
under its ABL Facility to fund the transaction.  As amended, the First  Lien Term Loan has an initial principal amount of $1,537.7 million and interest is
calculated either at LIBOR plus 275 to 300 basis points or a base rate plus 175 to 200 basis points based on the Company achieving a net leverage ratio of
3.00 to 1.00. The Company paid debt costs of $1.8 million and accrued interest of $1.2 million at closing.

On August 17, 2018, the Company amended its ABL Facility to extend the maturity date from February 3, 2022 to August 17, 2023 and reduce the
applicable interest rates and letter of credit fees on the facility.  As amended, interest on the revolving credit  facility is calculated either at LIBOR plus a
range of 125 to 175 basis points or a base rate plus a range of 25 to 75 basis points; and interest on the term loan is calculated at LIBOR plus a range of 200
to 250 basis points or a base rate plus a range of 100 to 150 basis points, in all cases based on excess availability. The applicable spread of LIBOR and base
rate loans at all levels of excess availability steps down by 12.5 basis points upon achieving total net leverage of 3.00 to 1.00. The Company paid debt costs
of approximately $1.0 million at closing.

Contractual Obligations

The Company’s contractual obligations consist primarily of long-term debt obligations, interest payments, operating leases and purchase orders for
merchandise inventory. These contractual obligations impact the Company’s short-term and long-term liquidity and capital needs. As of November 3, 2018,
there were no material changes to our contractual obligations from those described in our Prospectus that was filed on September 27, 2018.

Off-Balance Sheet Arrangements

We have not entered into off-balance sheet arrangements. We do enter into operating lease commitments, letters of credit and purchase obligations in
the normal course of our operations.

Critical Accounting Policies and Use of Estimates

This  discussion and analysis  of  our  financial  condition and results  of operations is  based on our consolidated financial  statements,  which we have
prepared  in  accordance  with  United  States  generally  accepted  accounting  principles.  The  preparation  of  our  financial  statements  and  related  disclosures
requires  us to make estimates,  assumptions  and judgments  that  affect  the  reported  amount  of  assets,  liabilities,  revenue,  costs  and expenses,  and related
disclosures. Our critical accounting policies are described under the heading “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—  Critical  Accounting  Policies  and  Use  of  Estimates”  in  our  Prospectus.  There  were  no  material  changes  to  our  critical  accounting  policies
through  November  3,  2018  from those  discussed  in  our  Prospectus.  For  a  full  discussion  of  our  significant  accounting  policies,  see  Note  2  to  our
consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q.
 

31



Table of Contents

Recent Accounting Pronouncements

For a full  discussion of recently issued accounting pronouncements,  see Note 2 to our consolidated financial  statements included elsewhere in this
Quarterly Report on Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

We are exposed to changes in market interest rates and these changes in rates will impact our net interest expense and our cash flow from operations.
Substantially all our borrowings carry variable interest rates. An increase in interest rates could have a material impact on our cash flow. As of November 3,
2018, a 100-basis point increase in assumed interest rates for our variable interest credit facilities, before impact of any hedges, would have had an annual
impact of approximately $19.6 million on interest expense. We do not have any interest rate swaps or other hedging arrangements to mitigate interest rates
in  fiscal  year  2018.  In  November  2018,  the  Company  entered  into  three  forward  starting  interest  rate  swaps.  Through  these  arrangements,  which  are
effective on February 13, 2019, the Company has fixed the LIBOR component of $1,200.0  million of its floating rate debt at a rate of approximately 3.0%

Item 4. Controls and Procedures.

Limitations on Effectiveness of Controls and Procedures

In designing and evaluating our disclosure controls  and procedures,  management  recognizes  that  any controls  and procedures,  no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and
procedures must reflect the fact that there are resource constraints and that management is required to apply judgment in evaluating the benefits of possible
controls and procedures relative to their costs.

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated, as of the end of the period covered by
this Quarterly Report on Form 10-Q, the effectiveness  of our disclosure controls  and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act.  Based on that  evaluation,  our  Chief  Executive Officer  and Chief  Financial  Officer  concluded that  our  disclosure  controls  and procedures
were effective at the reasonable assurance level as of November 3, 2018.

Changes in Internal Control

There  were  no  changes  in  our  internal  control  over  financial  reporting  identified  in  management’s  evaluation  pursuant  to Rules  13a-15(d)  or
15d-15(d) of the Exchange Act during the most recently completed fiscal quarter that materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.

PART II—OTHER INFORMATION

Item 1. Legal Proceedings.

We are subject to various litigations, claims and other proceedings that arise from time to time in the ordinary course of business. We believe these
actions are routine and incidental to the business. While the outcome of these actions cannot be predicted with certainty, we do not believe that any will
have a material adverse impact on our business, financial condition or results of operations.

Item 1A. Risk Factors.
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Risks Relating to Our Business

Our business may be affected by issues that affect consumer spending.

Our results  of  operations  are  affected by the level  of  consumer spending and,  therefore,  by changes in the economic factors that impact consumer
spending.  Certain economic conditions or  events,  such as  a  contraction in the financial  markets;  high rates  of  inflation or  deflation;  high unemployment
levels; decreases in consumer disposable income; unavailability of consumer credit; higher consumer debt levels; higher tax rates and other changes in tax
laws;  higher  interest  rates;  higher  fuel,  energy and other  commodity  costs;  weakness  in  the  housing market;  higher  insurance  and health  care  costs;  and
product  cost increases  resulting  from an  increase  in  commodity  prices,  could  reduce  consumer  spending  generally,  which  could  cause  our  customers  to
spend less  or  to  shift  their  spending to  our  competitors.  Reduced  consumer  spending  may result  in  reduced  demand for  our  items and may also  require
increased  selling  and  promotional  expenses.  Issues  or  trends  that  affect  consumer  spending  broadly  could  affect  spending  by  our  members
disproportionately. A reduction or shift in consumer spending could negatively impact our business, results of operations and financial condition.

We depend on having a large and loyal membership, and any harm to our relationship with our members could have a material adverse effect on our
business, net sales and results of operations.

We depend on having a large and loyal membership. Our membership fee income is a substantial source of profit for us, contributing approximately
half of our Adjusted EBITDA during fiscal year 2017. Further, our net sales are directly affected by the number of our members, the number of BJ’s Perks
Rewards ® members and holders of our My BJ’s Perks ® Mastercard credit cards, the frequency with which our members shop at our clubs and the amount
they  spend  on  those  trips,  which  means  the  loyalty  and  enthusiasm  of  our  members  directly  impacts  our  net  sales  and  operating  income.  Accordingly,
anything that would harm our relationship with our members and lead to lower membership renewal rates or lower spending by members in our clubs could
materially adversely affect our net sales, membership fee income and results of operations.

Factors that could adversely affect our relationship with our members include:
 

 •  our failure to remain competitive in our pricing relative to our competitors;
 

 •  our failure to provide the expected quality of merchandise;
 

 •  our failure to offer the mix of products that our members want;
 

 •  events that harm our reputation or the reputation of our private brands;
 

 •  our  failure  to  provide  the  convenience  that  our  members  may expect  over  time,  including  with  respect  to technology,  delivery  and physical
location;

 

 •  increases to our membership fees; and
 

 •  increased competition from stores, clubs or internet retailers that have a more attractive mix of price, quality and convenience.

In addition, we constantly need to attract new members to replace our members who fail  to renew and to grow our membership base. If we fail  to
attract new members, our membership fee income and net sales could suffer.

Our business plan and operating results depend on our ability to procure the merchandise we sell at the best possible prices.

Our  business  plan  depends  on  our  ability  to  procure  the  merchandise  we  sell  at  the  best  possible  prices.  Because we  price  our  merchandise
aggressively, the difference between the price at which we sell a given item and the cost at which we purchase it is often much smaller than it would be for
our non-club competitors. Further, it is often not possible for us to reflect increases in our cost of goods by increasing our prices to members. Accordingly,
small  changes  in  the  prices  at  which  we  purchase  our  goods  can  have  a  substantial  impact  on  our  operating  profits. In  fiscal  year  2016,  we  began  an
initiative to obtain lower cost of goods on the merchandise we sell. If we fail in our efforts to reduce the prices we pay for goods, our growth could suffer. If
the prices we pay for goods increase, our operating profit and results of operations could suffer, and if we are forced to increase our prices to our members,
our member loyalty could suffer.

Competition may adversely affect our profitability.

The  retail  business  is  highly  competitive.  We  compete  primarily  against  other  warehouse  club  operators  and  grocery  and  general merchandise
retailers, including supermarkets and supercenters, and gasoline stations. Given the value and bulk purchasing orientation of our customer base, we compete
to a lesser extent with internet retailers, hard discounters, department and specialty stores and other operators selling a narrow range of merchandise. Some
of these competitors, including two major warehouse club operators—Sam’s Club (a division of Wal-Mart Stores, Inc.) and Costco Wholesale Corporation
— operate on a multi-national basis and have significantly greater financial and marketing resources than BJ’s. These retailers and wholesalers compete in a
variety  of  ways,  including  with  respect  to  price, services  offered  to  customers,  distribution  strategy,  merchandise  selection  and  availability,  location,
convenience, store hours and the attractiveness and ease of use of websites and mobile applications. The evolution of retailing through online and mobile
channels has also improved the ability of customers to comparison shop with digital devices, which has enhanced competition. We cannot guarantee that we
will  be able to compete successfully with existing or future competitors.  Our inability to respond effectively to competitive factors may have an adverse
effect on our profitability as a result of lost market share, lower sales or increased operating costs, among other things.
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We depend on vendors to supply us with quality merchandise at the right time and at the right price.

We depend heavily  on our  ability  to  purchase  merchandise  in  sufficient  quantities  at  competitive prices.  We source our  merchandise  from a wide
variety  of  domestic  and  international  vendors.  Finding  qualified  vendors  who  meet  our  standards  and  accessing  merchandise  in  a  timely  and  efficient
manner are significant challenges, especially with respect to vendors located and merchandise sourced outside the United States. We have no assurances of
continued  supply,  pricing  or  access  to  new  products,  and,  in  general,  any  vendor  could  at  any  time  change  the  terms  upon  which  it  sells  to  us  or may
discontinue selling to us. In addition, member demand may lead to insufficient in-stock positions of our merchandise.

Disruptions  in  our  merchandise  distribution,  including  disruption  through  a  third-party  perishables  consolidator,  could  adversely  affect sales  and
member satisfaction.

We depend on the orderly operation of our merchandise receiving and distribution process, primarily through our Company-operated and contracted
distribution centers. Although we believe that our receiving and distribution process is efficient, unforeseen disruptions in operations due to fires, tornadoes,
hurricanes, earthquakes or other catastrophic events, labor issues or other shipping problems (which may include, but are not limited to, strikes, slowdowns
or work stoppages at the ports of entry for the merchandise that we import) may result in delays in the delivery of merchandise to our clubs, which could
adversely affect sales and the satisfaction of our members. In addition, increases in distribution costs, including but not limited to trucking and freight costs,
could adversely affect our costs, which could adversely affect our operating profit and results of operations.

One third-party distributor currently consolidates  a substantial  majority  of our perishables for shipment  to our clubs.  While we believe that  such a
consolidation  is  in  our  best  interest  overall,  any  disruption  in  the  operations  of  this  distributor  could  materially  impact  our  sales  and  profitability. In
addition, a prolonged disruption in the operations of this distributor could require us to seek alternative perishables distribution arrangements, which may
not be on attractive terms and could lead to delays in distribution of this merchandise, either of which could have a significant and material adverse effect on
our business, results of operations and financial condition.

We may not identify timely or respond effectively to consumer trends, which could negatively affect our relationship with our members, the demand for
our products and services and our market share.

It is difficult to predict consistently and successfully the products and services our members will demand over time. Our success depends, in part, on
our ability to identify and respond to evolving trends in demographics and member preferences. Failure to identify timely or respond effectively to changing
consumer tastes, preferences (including those relating to sustainability of product sources) and spending patterns could lead us to offer our members a mix
of products or a level of pricing that they do not find attractive. This could negatively affect our relationship with our members, leading them to reduce both
their visits to our clubs and the amount they spend and potentially impacting their decision to renew their membership. Such a result would adversely affect
the demand for our products and services and our market share. If we are not successful at predicting our sales trends and adjusting accordingly, we may
also  have  excess  inventory,  which  could  result  in  additional  markdowns  and  reduce  our  operating performance.  This  could  have  an  adverse  effect  on
margins and operating income.

We are subject to payment-related risks, including risks to the security of payment card information.

We accept  payments  using an increasing variety of  methods, including cash,  checks,  our co-branded credit  cards and a variety  of  other  credit  and
debit cards, as well as Masterpass, Paypal, Apple Pay, ® Google Pay and EBT. Our efficient operation, like that of most retailers, requires the transmission
of  information  permitting  cashless  payments.  As we offer  new payment  options  to  our  members,  we may be subject  to  additional  rules,  regulations  and
compliance requirements, along with higher fraud losses. For certain payment methods, we pay interchange and other related card acceptance fees, along
with additional transaction processing fees. We rely on third parties to provide secure and reliable payment transaction processing services, including the
processing of credit  and debit  cards,  and our co-branded credit  card,  and it  could disrupt our business if  these companies become unwilling or unable to
provide these  services  to  us.  We  are  also  subject  to  payment  card  association  and  network  operating  rules,  including  data  security  rules,  certification
requirements and rules governing electronic funds transfers,  which could change over time. For example, we are subject  to Payment  Card Industry Data
Security Standards (“PCI DSS”),  which contain compliance guidelines and standards with regard to our security surrounding the physical  and electronic
storage, processing and transmission of individual cardholder data. We are also subject to a consent decree entered by the Federal Trade Commission (the
“FTC”) in 2005 in connection with a complaint alleging that we had failed to adequately safeguard members’ personal data. Under the consent decree, we
are required to maintain a comprehensive information security program that is reasonably designed to protect the security, confidentiality and integrity of
personal  information  collected  from  or  about  our  members.  In addition,  if  our  third-party  processor  systems  are  breached  or  compromised,  we  may  be
subject to substantial  fines,  remediation costs,  litigation and higher transaction fees and lose our ability to accept credit  or debit  card payments from our
members, and our reputation, business and operating results could also be materially adversely affected.
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Our security measures have been breached in the past and may in the future be undermined due to the actions of outside parties, including nation-state
sponsored  actors,  employee  error,  internal  or  external  malfeasance,  or  otherwise,  and,  as  a  result  an  unauthorized  party  may  obtain  access  to  our  data
systems and misappropriate, alter, or destroy business and personal information, including payment card information. Such information may also be placed
at risk through our use of outside vendors, which may have data security systems that differ from those that we maintain or are more vulnerable to breach.
For example, in March 2018, our travel vendor informed us that the personal data of several hundred of our members had been compromised because of a
data breach at Orbitz, which that vendor used as a platform for making online travel bookings. Because the techniques used to obtain unauthorized access,
disable or degrade service, or sabotage systems change frequently and may not immediately produce signs of intrusion, we may be unable to anticipate these
techniques,  discover  or  counter  them in  a  timely  fashion,  or  implement  adequate  preventative  measures.  Any  such  breach  or  unauthorized  access  could
result  in  significant  legal  and financial  exposure,  damage to our  reputation and harm to our  relationship  with our  members,  any of  which could have an
adverse effect on our business.

Changes  in  laws  related  to the  Supplemental  Nutrition  Assistance  Program  (“SNAP”),  to  the  governmental  administration  of  SNAP  or  to  SNAP’s
electronic benefit transfer (“EBT”) systems could adversely impact our results of operations.

Under SNAP, we are currently authorized to accept EBT payments, or food stamps, at our clubs as tender for eligible items, and payments via EBT
accounted for  approximately  5% of  our  net  sales  for  fiscal  years  2015-2017.  Changes in  state  and federal  laws governing the SNAP program,  including
rules  on where  and for  what  EBT cards  may be used,  could reduce  sales  at  our  clubs. For example,  in  February 2018,  the federal  government  proposed
reductions in food stamp program spending and changes in the program’s administration,  including the provision of benefits  to recipients  in the form of
government-purchased food items instead of electronic credits and disbursements that can be used to purchase food items (including at our clubs). Any such
spending reductions or changes could therefore decrease sales at our clubs and thereby materially and adversely affect our business, financial condition and
results of operations.

Our success depends on our ability to attract and retain a qualified management team and other team members while controlling our labor costs.

We are dependent upon several key management and other team members. If we were to lose the services of one or more of our key team members,
this could have a material adverse effect on our operations. Our continued success also depends upon our ability to attract and retain highly qualified team
members to meet our future growth needs while controlling related labor costs. Our ability to control labor costs is subject to numerous external factors,
including healthcare costs and prevailing wage rates, which may be affected by, among other factors, competitive wage pressure, minimum wage laws and
general economic conditions. If we experience tight labor markets, either regionally or in general, we may have to increase our wages, which could increase
our selling, general and administrative expenses and adversely affect our operating income. We compete with other retail and non-retail businesses for these
employees and invest significant resources in training them. There is no assurance that we will be able to attract or retain highly qualified team members to
operate our business.

Union attempts to organize our team members could disrupt our business.

In the past, unions have attempted to organize our team members at certain of our clubs and distribution centers. Our management and team members
may  be  required  to  devote  their  time  to  respond  to  union  activities,  which  could  be  distracting  to  our  operations.  Future  union  activities,  including
organizing efforts, slow-downs or work stoppages could negatively impact our business and results of operations. Changes in labor laws or regulations in
this area could also adversely impact our business if such changes promote union activity.

We rely extensively on information technology to process transactions, compile results and manage our businesses. Failure or disruption of our primary
and back-up systems could adversely affect our businesses.

Given the very high volume of  transactions  we process  each year,  it  is  important  that  we maintain  uninterrupted operation of our business-critical
computer  systems.  Our  systems,  including  our back-up systems,  are  subject  to  damage  or  interruption  from  power  outages,  computer  and
telecommunications  failures,  computer  viruses, internal  or  external  security  breaches,  catastrophic  events  such  as  fires,  earthquakes,  tornadoes  and
hurricanes and errors by our employees. If our systems are damaged or cease to function properly, we may have to make significant investments to fix or
replace them, and we may suffer serious interruptions in our operations, which might not be short-lived, in the interim. Any material interruption in these
systems could have a material adverse effect on our business and results of operations. In addition, the cost of securing our systems against failure or attack
is considerable, and increases in these costs, particularly in the wake of a breach or failure, could be material.
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Our comparable club sales and quarterly operating results may fluctuate significantly.

Our comparable club sales may be adversely affected for many reasons, including new club openings by our competitors and the opening of our own
new clubs that may cannibalize existing club sales. Comparable club sales may also be affected by cycling against strong sales in the prior year, by new
clubs entering our comparable club base and by price reductions in response to competition.

Our  quarterly  operating  results  may  be  adversely  affected  by  a  number  of  factors including  losses  in  new  clubs,  price  changes  in  response  to
competitors’  prices,  increases  in operating costs,  volatility  in gasoline,  energy and commodity  prices,  increasing penetration of  sales  of  our  private  label
brands (Wellsley Farms ® and Berkley Jensen ® ), federal budgetary and tax policy, weather conditions, natural disasters, local economic conditions and the
timing of new club openings and related start-up costs.

Changes in our product mix or in our revenues from gasoline sales could negatively impact our revenue and results of operations.

Certain of our key performance indicators, including net sales, operating income and comparable club sales, could be negatively impacted by changes
to our product mix or in the price of gasoline. For example, we continue to add private label products to our assortment of product offerings at our clubs,
sold  under  our  Wellsley  Farms  and  Berkley  Jensen  private  labels.  We  generally  price  these  private  label  products  lower  than  the  manufacturer  branded
products of comparable quality that we also offer. Accordingly, a shift in our sales mix in which we sell more units of our private label products and fewer
units of our manufacturer branded products would have an adverse impact on our overall net sales. Also, as we continue to add gas stations to our club base,
and increase our sales of gasoline, this could adversely affect our profit margins. Since gasoline generates lower profit margins than the remainder of our
business, we could expect to see our overall gross profit margin rates decline as sales of gasoline increase. In addition, gasoline prices have been historically
volatile and may fluctuate widely due to changes in domestic and international supply and demand. Accordingly, significant changes in gasoline prices may
substantially affect our net sales notwithstanding that the profit  margin and unit sales for gasoline are largely unchanged, and this effect may increase as
gasoline sales make up a larger portion of our revenue.

Research analysts and investors may recognize and react to the foregoing changes to our key performance indicators and believe that they indicate a
decline  in  our  performance,  and  this  could  occur  regardless  of  whether  the  underlying  cause  has  an  adverse  impact  on  our  profitability.  If  we  suffer  an
adverse change to our key performance indicators, this could adversely affect the trading price of our common stock.

Product recalls could adversely affect our sales and results of operations.

If our merchandise offerings, including food and general merchandise products, do not meet applicable safety standards or our members’ expectations
regarding safety, we could experience lost sales and increased costs and be exposed to legal and reputational risk. The sale of these items involves the risk
of  health-related  illness  or  injury  to  our members.  Such  illnesses  or  injuries  could  result  from  tampering  by  unauthorized  third  parties,  product
contamination  or  spoilage,  including  the  presence  of  foreign  objects,  substances,  chemicals,  other  agents,  or  residues  introduced  during  the growing,
manufacturing, storage, handling and transportation phases or faulty design. We are dependent on our vendors, including vendors located outside the United
States, to ensure that the products we buy comply with all safety standards. While all our vendors must comply with applicable product safety laws, it is
possible that a vendor will fail to comply with these laws or otherwise fail to ensure the safety of its products. Further, while our vendors generally must
agree to indemnify us in the case of loss, it is possible that a vendor will fail to fulfill that obligation.

If a recall does occur, we have procedures in place to notify our clubs and, if appropriate, the members who have purchased the goods in question. We
determine the appropriateness on a case-by-case basis, based, in part, on the size of the recall, the severity of the potential impact to the member and our
ability to contact the purchasers of the products in question. While we are subject to governmental  inspection and regulations and work to comply in all
material respects with applicable laws and regulations, it is possible that consumption or use of our products could cause a health-related illness or injury in
the future and that we will be subject to claims, lawsuits or government investigations relating to such matters. This could result in costly product recalls
and other liabilities that could adversely affect our business and results of operations. Even if a product liability claim is unsuccessful or is not fully pursued,
negative  publicity  could  adversely  affect  our  reputation  with  existing  and  potential  members  and  our  corporate  and  brand  image,  including  that  of  our
Wellsley Farms and Berkley Jensen private labels, and could have long-term adverse effects on our business.
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If we do not successfully maintain a relevant omnichannel experience for our members, our results of operations could be adversely impacted.

Omnichannel retailing is rapidly evolving, and we must keep pace with changing member expectations and new developments by our competitors.
Our members are increasingly using mobile phones, tablets and other devices to shop and to interact with us through social media. We continue to make
technology investments in our website and mobile application. If we are unable to make, improve or develop relevant member-facing technology in a timely
manner, our ability to compete and our results of operations could be adversely affected.

We depend on the financial performance of our operations in the New York metropolitan area.

Our financial and operational performance is dependent on our operations in the New York metropolitan area, which accounted for 25% of net sales
in fiscal year 2017. We consider 39 of our clubs to be in the New York metropolitan area. Any substantial slowing or sustained decline in these operations
could materially adversely affect our business and financial results. Declines in financial performance of our operations in the New York metropolitan area
could arise from, among other things, slower growth or declines in our comparable club sales; negative trends in operating expenses, including increased
labor, healthcare and energy costs; failing to meet targets for club openings; cannibalization of existing locations by new clubs; shifts in sales mix toward
lower gross margin products;  changes or  uncertainties  in economic conditions in this  market, including higher levels of unemployment,  depressed home
values and natural disasters; regional economic problems; changes in local regulations; terrorist attacks; and failure to consistently provide a high quality
and well-assorted mix of products to retain our existing member base and attract new members.

Our growth strategy to open new clubs involves risks.

Our  long-term  sales  and  income  growth  is  dependent  to  a  certain  degree  on  our  ability  to  open  new  clubs  and  gasoline  stations in  both  existing
markets and new markets. Opening new clubs is expensive and involves substantial risks that may prevent us from receiving an appropriate return on that
investment.  We may not be successful in opening new clubs and gasoline stations on the schedule we have planned or at  all,  and the clubs and gasoline
stations  we open may not  be successful.  Our  expansion is  dependent  on finding suitable  locations,  which may be affected  by local  regulations,  political
opposition, construction and development costs and competition from other retailers for particular sites. If prospective landlords find it difficult to obtain
credit,  we  may  need  to  own  more  new  clubs  rather  than  lease  them.  Owned  locations  require  more  initial  capital  and therefore,  the  need  to  own  new
locations could constrain our growth. If we are able to secure new sites and open new locations, these locations may not be profitable for many reasons. For
example, we may not be able to hire, train and retain a suitable work force to staff these locations or to integrate new clubs successfully into our existing
infrastructure,  either  of  which  could  prevent  us  from operating  the  clubs  in  a  profitable  manner.  In  addition,  entry  into  new markets  may  bring  us into
competition with new competitors or with existing competitors with a stronger, more well-established market presence. We may also improperly judge the
suitability of a particular site. Any of these factors could cause a site to lose money or otherwise fail to provide a proper return on investment. If we fail to
open  new clubs  as  quickly  as  we  have  planned,  our  growth  will  suffer.  If  we  open  sites  that  we  do  not  or  cannot  operate  profitably,  then  our  financial
condition and results from operations could suffer.

Because we compete to a substantial degree on price, changes affecting the market prices of the goods we sell could adversely affect our net sales and
operating profit.

It is an important part of our business plan that we offer value to our members, including offering prices that are substantially below certain of our
competitors.  Accordingly,  we  carefully  monitor  the  market  prices  of  the  goods  we  sell  in  order  to  maintain  our  pricing  advantage.  If  our  competitors
substantially lower their prices, we would be forced to lower our prices, which could adversely impact our margins and results of operations. In addition, the
market price of the goods we sell can be influenced by general economic conditions. For example, if we experience a general deflation in the prices of the
goods we sell, this would reduce our net sales and potentially adversely affect our operating income.

Any harm to the reputation of our private label brands could have a material adverse effect on our results of operations.

We  sell  many  products  under  our  private  label  brands,  Wellsley  Farms  and  Berkley  Jensen.  Maintaining  consistent  product quality,  competitive
pricing and availability of these products is essential to developing and maintaining member loyalty to these brands. These products generally carry higher
margins than manufacturer branded products of comparable quality carried in our clubs and represent a growing portion of our overall sales. If our private
label brands experience a loss of member acceptance or confidence, our net sales and operating results could be adversely affected.

We may not be able to protect our intellectual property adequately, which, in turn, could harm the value of our brand and adversely affect our business.

We rely on our proprietary intellectual property, including trademarks, to market, promote and sell our products in our clubs. Our ability to implement
our business plan successfully depends in part on our ability to build further brand recognition using our trademarks, service marks, proprietary products
and  other  intellectual  property, including  our  name  and  logos  and  the  unique  character  and  atmosphere  of  our  clubs.  We  monitor  and  protect  against
activities  that  might  infringe,  dilute  or  otherwise  violate  our  trademarks  and  other  intellectual  property  and  rely  on  the  trademark and other  laws of  the
United States.
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We  may  be  unable  to  prevent  third  parties  from  using  our  intellectual property  without  our  authorization.  To  the  extent  we  cannot  protect  our
intellectual property, unauthorized use and misuse of our intellectual property could harm our competitive position and have a material adverse effect on our
financial condition,  cash  flows  or  results  of  operations.  Additionally,  adequate  remedies  may  not  be  available  in  the  event  of  an  unauthorized  use  or
disclosure of our trade secrets or other intellectual property.

Additionally, we cannot be certain that we do not or will not in the future infringe on the intellectual property rights of third parties. From time to
time, we have been subject to claims from third parties that we have infringed upon their intellectual property rights and we face the risk of such claims in
the future. Even if we are successful in these proceedings, any intellectual property infringement claims against us could be costly, time-consuming, harmful
to our reputation, divert the time and attention of our management and other personnel, or result in injunctive or other equitable relief that may require us to
make changes to our business, any of which could have a material adverse effect on our financial condition, cash flows or results of operations. With respect
to any third party intellectual property that we use or wish to use in our business (whether or not asserted against us in litigation), we may not be able to
enter into licensing or other arrangements with the owner of such intellectual property at a reasonable cost or on reasonable terms.

Our business is moderately seasonal, and weak performance during one of our historically strong seasonal periods could have a material adverse effect
on our operating results for the entire fiscal year.

Our business is moderately seasonal, with a meaningful portion of our sales dedicated to seasonal and holiday merchandise, resulting in the realization
of higher portions of net sales and operating income in the second and fourth fiscal quarters. Due to the importance of our peak sales periods, which include
the  spring and year-end holiday  seasons,  the  second  and  fourth  fiscal  quarters  have  historically  contributed,  and  are  expected  to  continue  to  contribute,
significantly to our operating results for the entire fiscal year. In anticipation of seasonal increases in sales activity during these periods, we incur significant
additional  expense  prior  to  and  during  our  peak  seasonal  periods,  which  we  may  finance  with  additional  short-term borrowings.  These  expenses  may
include the acquisition of additional inventory, seasonal staffing needs and other similar items. As a result, any factors negatively affecting us during these
periods,  including adverse weather and unfavorable economic conditions,  could have a material  adverse effect  on our results  of  operations for  the entire
fiscal year.

Implementation of technology initiatives could disrupt our operations in the near team and fail to provide the anticipated benefits.

As our business grows, we continue to make significant technology investments both in our operations and in our administrative functions. The costs,
potential problems and interruptions associated with the implementation of technology initiatives could disrupt or reduce the efficiency of our operations in
the near term. They may also require us to divert resources from our core business to ensure that implementation is successful. In addition, new or upgraded
technology might not provide the anticipated benefits; it might take longer than expected to realize the anticipated benefits; and the technology might fail or
cost more than anticipated.

Insurance claims could adversely impact our results of operations.

We use a combination of insurance and self-insurance plans to provide for potential liability for workers’ compensation, general liability, property,
fiduciary liability and employee and retiree health care. Liabilities associated with the risk retained by the Company are estimated based on historical claims
experience  and other  actuarial  assumptions  believed  to  be reasonable  under  the  circumstances.  Our  results  of  operations  could  be  adversely  impacted  if
actual future occurrences and claims differ from our assumptions and historical trends.

Natural disasters or other catastrophes could negatively affect our business, financial condition and results of operations.

Natural disasters,  such as hurricanes, typhoons or earthquakes, particularly in locations where our centralized operating systems and administrative
personnel are located, could negatively affect our operations and financial performance. For example, our operations are concentrated primarily on the east
coast of the United States, and any adverse weather event or natural disaster, such as a hurricane or heavy snow storm, could have a material adverse effect
on a substantial portion of our operations. Such events could result in physical damage to one or more of our properties, the temporary closure of one or
more clubs, one or more of our Company-operated or contracted distribution centers or our home office facility, the temporary lack of an adequate work
force in a market, the temporary or long-term disruption in the supply of products, the temporary disruption in the transport of goods to or from overseas,
delays in the delivery of goods to our clubs or distribution centers and the temporary reduction in the availability of products in our clubs. Public health
issues, whether occurring in the U.S. or abroad, or terrorist attacks could also disrupt our operations, disrupt the operations of suppliers or members or have
an adverse impact on consumer spending and confidence levels. These events could also reduce demand for our products or make it difficult or impossible
to procure products. We may be required to suspend operations in some or all our locations, which could have a material adverse effect on our business,
financial condition, cash flows and results of operations.
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Inventory shrinkage could have a material adverse effect on our business, financial condition and results of operations.

We are subject to the risk of inventory loss and theft. Our inventory shrinkage rates have not been material, or fluctuated significantly in recent years,
although it is possible that rates of inventory loss and theft in the future will exceed our estimates and that our measures will be ineffective in reducing our
inventory  shrinkage.  Although  some  level  of  inventory  shrinkage  is  an  unavoidable  cost  of  doing  business,  if  we  were  to  experience  higher  rates  of
inventory shrinkage or incur increased security costs to combat inventory theft,  for example as a result  of increased use of self-checkout technologies,  it
could have a material adverse effect on our business, results of operations and financial condition.

We are subject to risks associated with leasing substantial amounts of space.

We  lease  most  of  our  retail  properties,  each  of  our  three  company-operated  distribution  centers  and  our  corporate  office.  The profitability  of  our
business is dependent on operating our current club base with favorable margins, opening and operating new clubs at a reasonable profit, renewing leases
for  clubs  in  desirable  locations  and,  if  necessary,  identifying  and  closing underperforming  clubs.  We  enter  leases  for  a  significant  number  of  our  club
locations for varying terms. Typically, a large portion of a club’s operating expense is the cost associated with leasing the location.

We are typically responsible for taxes, utilities, insurance, repairs and maintenance for our leased retail properties. Our rent expense for fiscal years
2015, 2016 and 2017 totaled $287.5 million,  $298.1 million and $301.9 million,  respectively.  Our future minimum rental  commitments  for  all  operating
leases in existence as of  February 3,  2018 was $302.6 million for  fiscal  year  2018 and total  $3,122.8 million in aggregate  for  fiscal  years  2019 through
2040.  We  expect  that  many  of  the  new  clubs  we  open  will  also  be  leased  to  us  under  operating  leases,  which  will  further  increase  our operating lease
expenditures and require significant capital expenditures. We depend on cash flows from operations to pay our lease expenses and to fulfill our other cash
needs.  If  our  business  does  not  generate  sufficient  cash  flow  from  operating activities,  and  sufficient  funds  are  not  otherwise  available  to  us  from
borrowings under our ABL Facility or other sources, we may not be able to service our lease expenses or fund our other liquidity and capital needs, which
would materially affect our business.

The  operating  leases  for  our  retail  properties,  distribution  centers  and  corporate  office  expire  at  various dates  through  2040.  Several  leases  have
renewal options for various periods of time at our discretion. One of our retail property leases and none of our distribution center leases expire prior to 2027.
When  leases  for  our  clubs  with  ongoing operations  expire,  we  may be  unable  to  negotiate  renewals,  either  on  commercially  acceptable  terms,  or  at  all.
Further, if we attempt to relocate a club for which the lease has expired, we may be unable to find a new location for that club on commercially acceptable
terms  or  at  all,  and  the  relocation  of  a  club  might  not  be  successful  for  other  reasons.  Any  of  these  factors  could  cause  us  to  close  clubs  in  desirable
locations, which could have an adverse impact on our results of operations.

Over time, current club locations may not continue to be desirable because of changes in demographics within the surrounding area or a decline in
shopping traffic, including traffic generated by other nearby clubs. We may not be able to terminate a particular lease if or when we would like to do so. If
we  decide  to  close  clubs,  we  are  generally  required  to continue  to  pay  rent  and  operating  expenses  for  the  balance  of  the  lease  term,  which  could  be
expensive. Even if we are able to assign or sublease vacated locations where our lease cannot be terminated, we may remain liable on the lease obligations
if the assignee or sublessee does not perform.

Non-compliance with privacy and information security laws, especially as it relates to maintaining the security of member-related personal information,
may damage our business and reputation with members, or result in our incurring substantial additional costs and becoming subject to litigation.

The  use  of  individually  identifiable  data  by  our  business  is  regulated  at  the  federal  and  state levels.  Privacy  and  information  security  laws  and
regulations change, and compliance with them may result in cost increases due to necessary systems changes and the development of new administrative
processes. If we fail to comply with these laws and regulations or experience a data security breach, our reputation could be damaged, possibly resulting in
lost future business, and we could be subjected to additional legal or financial risk as a result of non-compliance.

For example, as do most retailers and wholesale club operators, we and certain of our service providers receive certain personal information about our
members.  In  addition,  our  online  operations  at www.bjs.com
depend  upon  the  secure  transmission  of  confidential  information  over  public  networks.  A
compromise  of  our  security  systems  or  those  of  some  of  our  business  partners  that  results  in  our  members’  personal  information  being  obtained  by
unauthorized persons could adversely affect our reputation with our members and others, as well as our operations, results of operations, financial condition
and liquidity, and could result in litigation against us or the imposition of penalties. In addition, a security breach could require that we expend significant
additional resources related to the security of information systems and could result in a disruption of our operations.
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Federal,  state,  regional  and  local  laws  and  regulations  relating  to  the  cleanup, investigation,  use,  storage,  discharge  and  disposal  of  hazardous
materials, hazardous and non-hazardous wastes and other environmental matters could adversely impact our business, financial condition and results
of operations.

We  are  subject  to  a  wide  variety  of  federal,  state,  regional  and  local  laws  and  regulations relating  to  the  use,  storage,  discharge  and  disposal  of
hazardous materials, hazardous and non-hazardous wastes and other environmental matters. Failure to comply with these laws could result in harm to our
members, employees or others, significant costs to satisfy environmental compliance, remediation or compensatory requirements, private party claims, or
the  imposition  of  severe  penalties  or  restrictions  on  operations  by  governmental  agencies  or courts  that  could  adversely  affect  our  business,  financial
condition, cash flows and results of operations. In addition, risks of substantial costs and liabilities, including for the investigation and remediation of past or
present  contamination  at our  current  or  former  properties  (whether  or  not  caused  by  us),  are  inherent  in  our  operations,  particularly  with  respect  to  our
gasoline stations. There can be no assurance that substantial costs and liabilities for the investigation and remediation of contamination will not be incurred.

Our e-commerce business faces distinct risks, and our failure to successfully manage it could have a negative impact on our profitability.

As our e-commerce business grows, we increasingly encounter the risks and difficulties that internet-based businesses face. The successful operation
of  our e-commerce business,  and our  ability  to  provide  a  positive  shopping  experience  that  will  generate  orders  and  drive  subsequent  visits  depend  on
efficient and uninterrupted operation of our order-taking and fulfillment operations. Risks associated with our e-commerce business include:
 

 
•  uncertainties associated with our website, including changes in required technology interfaces, website downtime and other technical failures,

costs and technical issues as we upgrade our website software, inadequate system capacity, computer viruses, human error, security breaches
and legal claims related to our website operations and e-commerce fulfillment;

 

 •  disruptions in telecommunications service or power outages;
 

 •  reliance on third parties for computer hardware and software and delivery of merchandise to our customers;
 

 •  rapid changes in technology;
 

 •  credit or debit card fraud and other payment processing related issues;
 

 •  changes in applicable federal and state regulations;
 

 •  liability for online content;
 

 •  cybersecurity and consumer privacy concerns and regulation; and
 

 •  natural disasters.

Problems in any of these areas could result in a reduction in sales; increased costs; sanctions or penalties; and damage to our reputation and brands.
Personal information from our members may also be placed at risk through our use of outside vendors, which may have data security systems that differ
from those that we maintain or are more vulnerable to breach. For example, in March 2018, our travel vendor informed us that the personal data of several
hundred of our members had been compromised because of a data breach at Orbitz, which that vendor used as a platform for making online travel bookings.
Further, if  we invest  substantial  amounts  in developing our e-commerce capabilities,  these factors  or  others  could prevent  those investments  from being
effective.

In addition, we must keep up to date with competitive technology trends, including the use of new or improved technology, creative user interfaces
and other e-commerce marketing  tools  (such  as  paid  search  and  mobile  applications,  among  others),  which  may  increase  our  costs,  and  which  may  not
increase sales or attract customers. If we are unable to allow real-time and accurate visibility into product availability when customers are ready to purchase,
fulfill  our  customers’  orders  quickly  and  efficiently  using  the  fulfillment  and  payment  methods  they  demand,  provide  a convenient  and  consistent
experience  for  our  customers  regardless  of  the  ultimate  sales  channel  or  manage  our  online  sales  effectively,  our  ability  to  compete  and  our  results  of
operations could be adversely affected.

Furthermore, if our e-commerce business successfully grows, it may do so in part by attracting existing customers, rather than new customers, who
choose to purchase products from us online rather than from our physical locations, thereby detracting from the financial performance of our clubs.
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We are subject to a number of risks because we import some of our merchandise.

We imported approximately 4% of our merchandise directly from foreign countries such as China, Vietnam, Bangladesh and India during fiscal year
2017. In addition, many of our domestic vendors purchase a portion of their products from foreign sources.

Foreign sourcing subjects us to a number of risks generally associated with doing business abroad including lead times,  labor issues, shipping and
freight constraints, product and raw material issues, political and economic conditions, government policies, tariffs and restrictions, epidemics and natural
disasters.

If  any  of  these  or  other  factors  were  to  cause  supply  disruptions  or  delays,  our  inventory  levels  may be  reduced,  or  the  cost of  our  products  may
increase unless and until alternative supply arrangements could be made. Merchandise purchased from alternative sources may be of lesser quality or more
expensive  than  the  merchandise  we  currently  purchase  abroad.  Any  shortages of  merchandise  (especially  seasonal  and  holiday  merchandise),  even  if
temporary, could result in missed opportunities, reducing our sales and profitability. It could also result in our customers seeking and obtaining the products
in question from our competitors.

In addition, reductions in the value of the U.S. dollar or increases in the value of foreign currencies could ultimately increase the prices that we pay
for our products. We have not hedged our currency risk in the past and do not currently anticipate doing so in the future. All our products manufactured
overseas and imported into the United States are subject to duties collected by U.S. Customs and Border Protection. Increases in these duties would increase
the prices we pay for these products, and we may not be able fully to recapture these costs in our pricing to customers. Further, we may be subjected to
additional tariffs or penalties if we or our suppliers are found to be in violation of U.S. laws and regulations applicable to the importation of our products
(including,  but  not  limited to,  prohibitions against  entering merchandise by means of materially  negligently made false statements  or omissions).  To the
extent that  any foreign manufacturers  from whom we purchase products directly or indirectly employ business practices that  vary from those commonly
accepted in the United States, we could be hurt by any resulting negative publicity or, in some cases, potential claims of liability.

Because of our international sourcing, we could be adversely affected by violations of the U.S. Foreign Corrupt Practices Act and similar worldwide
anti-bribery and anti-kickback laws.

We source approximately 4% of our merchandise abroad. The U.S. Foreign Corrupt Practices Act and other similar laws and regulations generally
prohibit companies and their intermediaries from making improper payments to non-U.S. officials for the purpose of obtaining or retaining business. While
our policies mandate compliance with these anti-bribery laws, we cannot assure our stockholders that we will be successful in preventing our employees or
other agents from taking actions in violation of these laws or regulations. Such violations, or allegations of such violations, could disrupt our business and
result in a material adverse effect on our financial condition, cash flows and results of operations.

Certain legal proceedings could adversely impact our results of operations.

We  are  involved  in  a  number  of  legal  proceedings  involving  employment  issues,  personal  injury,  product  liability,  consumer matters, intellectual
property claims and other litigation. Certain of these lawsuits, if decided adversely to us or settled by us, may result in material liability. See the notes to our
audited financial statements included elsewhere in this Quarterly Report on Form 10-Q for additional information. Further, we are unable to predict whether
unknown claims may be brought against us that could become material.

Factors associated with climate change could adversely affect our business.

We  use  natural  gas,  diesel  fuel,  gasoline  and  electricity  in  our  distribution  and  sale  operations.  Increased  government regulations  to  limit  carbon
dioxide and other greenhouse gas emissions may result in increased compliance costs and legislation or regulation affecting energy inputs could materially
affect our profitability. Climate change could affect our ability to procure needed commodities at costs and in quantities we currently experience. Climate
change may be associated with extreme weather conditions, such as more intense hurricanes, thunderstorms, tornadoes and snow or ice storms, as well as
rising sea levels. We also sell a substantial amount of gasoline, the demand for which could be impacted by concerns about climate change and which could
face increased regulation.

Changes in accounting standards and subjective assumptions,  estimates and judgments by management related to complex accounting matters could
significantly affect our financial condition and results of operations.

Accounting  principles  and  related pronouncements,  implementation  guidelines  and  interpretations  we  apply  to  a  wide  range  of  matters  that  are
relevant to our business, including, but not limited to, revenue recognition, vendor rebates and allowances; inventory; impairment of goodwill, indefinite-
lived and long-lived assets;  self-insurance reserves income taxes;  and stock-based compensation are highly complex and involve subjective assumptions,
estimates and judgments by our management. Changes in these rules or their interpretation or changes in underlying assumptions, estimates or judgments by
our management could significantly change our reported or expected financial performance.
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Provisions for losses related to self-insured risks are generally based upon independent actuarially determined estimates. The assumptions underlying
the ultimate costs of existing claim losses can be highly unpredictable, which can affect the liability recorded for such claims. For example, variability in
health care cost inflation rates inherent in these claims can affect the amounts recognized. Similarly, changes in legal trends and interpretations, as well as
changes  in  the  nature  and  method  of  how  claims  are  settled  can  impact  ultimate  costs.  Although  our estimates  of  liabilities  incurred  do  not  anticipate
significant  changes  in  historical  trends  for  these  variables,  any changes  could  have  a  considerable  effect  upon future  claim costs  and currently  recorded
liabilities and could materially impact our consolidated financial statements.

Changes in lease accounting standards may materially and adversely affect us.

The  Financial  Accounting  Standards  Board,  or  FASB,  recently  adopted  new  accounting  rules,  to  be  effective  for  our  fiscal  year beginning after
December 2018,  that  will  require  companies  to capitalize  most  leases  on their  balance sheets  by recognizing a lessee’s  rights  and obligations.  When the
rules are effective, we will be required to account for the leases for our clubs, headquarters and distribution centers as assets and liabilities on our balance
sheet, while previously we accounted for such leases on an “off balance sheet” basis. As a result, a significant amount of lease related assets and liabilities
will  be  recorded  on our  balance  sheet,  and we may be  required  to  make other  changes  to  the  recording  and classification  of  our  lease  related  expenses.
Though these changes will not have any direct impact on our overall financial condition, these changes will cause the total amount of assets and liabilities
we  report  to  increase  substantially.  This  could  cause  investors  or  others  to  believe  that  we  are  highly  leveraged  and  could  change  the  calculations  of
financial metrics and covenants under our debt facilities, and under third-party financial models regarding our financial condition.

Goodwill and identifiable intangible assets represent a significant portion of our total assets, and any impairment of these assets could adversely affect
our results of operations.

Our goodwill and indefinite-lived intangible assets, which consist of goodwill and our trade name, represented a significant portion of our total assets
as of February 3, 2018. Accounting rules require the evaluation of our goodwill and indefinite-lived intangible assets for impairment at least annually, or
more frequently when events or changes in circumstances indicate that the carrying value of such assets may not be recoverable. Such indicators are based
on market conditions and the operational performance of our business.

To test goodwill for impairment, we may initially use a qualitative approach to determine whether conditions exist to indicate that it is more likely
than not that the fair value of a reporting unit is less than its carrying value. If our management concludes, based on its assessment of relevant events, facts
and circumstances,  that  it  is  more  likely  than  not  that  a reporting  unit’s  carrying  value  is  greater  than  its  fair  value,  then  a  quantitative  analysis  will  be
performed to determine if there is any impairment. We may initially also elect to perform a quantitative analysis, which is a two-step assessment. In step
one we estimate the reporting unit’s fair value by estimating the future cash flows of the reporting units to which the goodwill relates, and then we discount
the future cash flows at a market-participant-derived weighted average cost of capital. The estimates of fair value of the reporting unit is based on the best
information available as of the date of the assessment. If the carrying value of the reporting unit exceeds its estimated fair value in the first step, a second
step is performed; in step two, we compare the implied fair  value of goodwill  to the carrying amount of goodwill.  The implied fair  value of goodwill  is
determined by a hypothetical purchase price allocation using the reporting unit’s fair value as the purchase price. If the implied fair value of the goodwill is
less than the reporting unit’s carrying amount, then goodwill is impaired and is written down to the implied fair value amount.

To test our other indefinite-lived asset, our trade name, for impairment we determine the fair value of our trade name using the relief-from-royalty
method,  which  estimates  the  present  value  of  royalty  income  that  could  be  hypothetically  earned  by  licensing  the  brand  name  to  a  third  party  over  the
remaining useful  life.  If,  in  conducting an impairment evaluation,  we determine that  the carrying value of  an asset  exceeded its  fair  value,  we would be
required to record a non-cash impairment charge for the difference between the carrying value and the fair value of the asset.

If a significant amount of our goodwill and identifiable intangible assets were deemed to be impaired, our business, financial condition and results of
operations could be materially adversely affected.

Recent U.S. tax legislation may adversely affect our future cash flows.

The Tax Cuts and Jobs Act (“TCJA”), which was enacted into law on December 22, 2017, significantly changed the U.S. federal income taxation of
U.S. corporations, including by reducing the U.S. corporate income tax rate, limiting interest deductions, permitting immediate expensing of certain capital
expenditures, revising the rules governing net operating losses and repealing the deduction of certain performance-based compensation paid to an expanded
group of executive officers. Many of these changes are effective immediately, without any transition periods or grandfathering for existing transactions. The
legislation is unclear in many respects and could be subject to potential amendments and technical corrections, as well as interpretations and implementing
regulations by  the  Treasury  and  Internal  Revenue  Service  (“IRS”),  any  of  which  could  lessen  or  increase  certain  adverse  impacts  of  the  legislation.  In
addition,  it  is  unclear  how  these  U.S.  federal  income  tax  changes  will  affect  state  and  local taxation,  since  taxing  authorities  often  use  federal  taxable
income as a starting point for computing state and local tax liabilities.
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Our analysis and interpretation of the TCJA is preliminary and ongoing. While the new rules limiting interest deductibility to 30% of our “adjusted
taxable income” are not currently expected to materially increase our tax burden on a permanent basis, such an increase could occur if our income were to
materially  decrease  or  our  interest  burden  were  to  materially  increase.  Further,  the  TCJA  may  result  in  material  adverse  effects  that  we  have  not  yet
identified. While some of the changes made by the tax legislation may adversely affect the Company, we believe that other changes, such as the reduction in
the U.S. corporate income tax rate, will be beneficial. We continue to work with our tax advisors and auditors to determine the full impact that the TCJA
will have on us.

We could be subject to additional income tax liabilities.

We  compute  our  income  tax  provision  based  on  enacted  federal  and  state  tax  rates.  As  tax  rates  vary  among  jurisdictions,  a change  in  earnings
attributable to the various jurisdictions in which we operate could result in an unfavorable change in our overall tax provision. Additionally, changes in the
enacted tax rates, adverse outcomes in tax audits, including transfer pricing disputes, or any change in the pronouncements relating to accounting for income
taxes could have a material adverse effect on our financial condition and results of operations.

We are a holding company with no operations of our own, and we depend on our subsidiaries for cash.

We  are  a  holding  company  and  do  not  have  any  material  assets  or  operations  other  than  ownership  of  equity  interests  of  our subsidiaries.  Our
operations are conducted almost entirely through our subsidiaries,  and our ability to generate cash to meet our obligations or to pay dividends,  if  any, is
highly dependent on the earnings of, and receipt of funds from, our subsidiaries through dividends or intercompany loans. The ability of our subsidiaries to
generate sufficient cash flow from operations to allow us and them to make scheduled payments on our debt obligations will depend on their future financial
performance, which will be affected by a range of economic, competitive and business factors, many of which are outside of our control. We cannot assure
our stockholders that the cash flow and earnings of our operating subsidiaries will be adequate for our subsidiaries to service their debt obligations. If our
subsidiaries  do  not  generate  sufficient  cash  flow from operations  to  satisfy  corporate  obligations,  we  may  have  to  undertake  alternative  financing  plans
(such as refinancing), restructure debt, sell assets, reduce or delay capital investments, or seek to raise additional capital. We cannot assure our stockholders
that  any such alternative  refinancing  would be possible,  that  any assets  could be sold,  or,  if  sold,  of  the timing of  the sales  and the amount  of  proceeds
realized from those sales, that additional financing could be obtained on acceptable terms, if at all, or that additional financing would be permitted under the
terms of our various debt instruments then in effect. Our inability to generate sufficient cash flow to satisfy our obligations, or to refinance our obligations
on commercially reasonable terms, could have a material adverse effect on our business, financial condition and results of operations.

Furthermore, we and our subsidiaries may incur substantial additional indebtedness in the future that may severely restrict or prohibit our subsidiaries
from making distributions, paying dividends, if any, or making loans to us.

Risks Relating to Our Indebtedness

We face risks related to our substantial indebtedness.

As  of  November  3,  2018,  our  total  outstanding  debt  was  $1,957.9  million.  Our  substantial  leverage  could  adversely affect  our  ability  to  raise
additional capital to fund our operations, limit our ability to react to changes in the economy or our industry, expose us to interest rate risk associated with
our variable rate debt and prevent us from meeting our obligations under our ABL Facility and First Lien Term Loan. Our substantial indebtedness could
have important consequences to us, including:
 

 
•  making it more difficult for us to satisfy our obligations with respect to our debt, and any failure to comply with the obligations under our debt

instruments, including restrictive covenants, could result in an event of default under the agreements governing our indebtedness increasing our
vulnerability to general economic and industry conditions;

 

 
•  requiring a substantial portion of our cash flow from operations to be dedicated to the payment of principal and interest on our debt, thereby

reducing our ability to use our cash flow to fund our operations, capital expenditures, selling and marketing efforts, product development, future
business opportunities and other purposes;

 

 •  limiting our ability to deduct interest in the taxable period in which it is incurred in light of the TCJA;
 

 •  exposing us to the risk of increased interest rates as substantially all of our borrowings are at variable rates;
 

 •  restricting us from making strategic acquisitions;
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 •  limiting  our  ability  to  obtain  additional  financing  for  working  capital,  capital  expenditures,  product development,  debt  service  requirements,
acquisitions and general corporate or other purposes; and

 

 •  limiting  our  ability  to  plan  for,  or  adjust  to,  changing  market  conditions  and  placing  us  at  a  competitive disadvantage  compared  to  our
competitors who may be less highly leveraged.

The occurrence of any one of these events could have an adverse effect on our business, financial condition, results of operations and ability to satisfy
our obligations under our indebtedness.

We  and  our  subsidiaries  may  be  able  to  incur  substantial  additional  indebtedness  in  the  future,  subject  to  the  restrictions contained  in  the  credit
agreements governing our ABL Facility and First Lien Term Loan.

The ABL Facility and First Lien Term Loan impose significant operating and financial restrictions on us and our subsidiaries that may prevent us from
pursuing certain business opportunities and restrict our ability to operate our business.

The credit agreements governing our ABL Facility and First Lien Term Loan contain covenants that restrict our and our subsidiaries’ ability to take
various actions, such as:
 

 •  incur or guarantee additional indebtedness or issue certain disqualified or preferred stock;
 

 •  pay dividends or make other distributions on, or redeem or purchase, any equity interests or make other restricted payments;
 

 •  make certain acquisitions or investments;
 

 •  create or incur liens;
 

 •  transfer or sell assets;
 

 •  incur restrictions on the payments of dividends or other distributions from our restricted subsidiaries;
 

 •  alter the business that we conduct;
 

 •  enter into transactions with affiliates; and
 

 •  consummate a merger or consolidation or sell, assign, transfer, lease or otherwise dispose of all or substantially all of our assets.

The restrictions in the credit agreements governing our ABL Facility and First Lien Term Loan also limit our ability to plan for or react to market
conditions,  meet  capital  needs  or  otherwise  restrict  our  activities  or  business  plans  and  adversely  affect  our  ability  to  finance  our  operations,  enter  into
acquisitions or to engage in other business activities that could be in our interest.

In addition, our ability to borrow under the ABL Facility is limited by the amount of our borrowing base. Any negative impact on the elements of our
borrowing base, such as accounts receivable and inventory could reduce our borrowing capacity under the ABL Facility.

We may be unable to generate sufficient cash flow to satisfy our significant debt service obligations, which could have a material adverse effect on our
business, financial condition and results of operations.

Our ability to make principal and interest payments on and to refinance our indebtedness will depend on our ability to generate cash in the future and
is  subject  to  general  economic,  financial,  competitive,  legislative,  regulatory,  tax  and  other  factors  that  are  beyond our  control. If  our  business  does not
generate sufficient cash flow from operations, in the amounts projected or at all, or if future borrowings are not available to us in amounts sufficient to fund
our other liquidity needs, our business financial condition and results of operations could be materially adversely affected. If we cannot generate sufficient
cash flow from operations to make scheduled principal and interest payments in the future, we may need to refinance all or a portion of our indebtedness on
or before maturity, sell assets, delay capital expenditures or seek additional equity. The terms of our existing or future debt agreements, including the First
Lien  Term Loan  and  the  ABL Facility,  may  also  restrict  us  from affecting  any  of  these alternatives.  Further,  changes  in  the  credit  and  capital  markets,
including market disruptions and interest rate fluctuations, may increase the cost of financing, make it more difficult to obtain favorable terms, or restrict
our access to these sources of  future liquidity.  Our ABL Facility  is  scheduled to mature on August  17,  2023,  and our First  Lien Facility  is  scheduled to
mature on February 3, 2024. If we are unable to refinance any of our indebtedness on commercially reasonable terms or at all or to effect any other action
relating  to  our  indebtedness  on  satisfactory  terms  or  at  all,  it  could  have  a  material  adverse  effect  on  our  business,  financial  condition  and  results  of
operations.
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Risks Relating to Ownership of our Common Stock

The market price of our common stock may fluctuate significantly.

Prior to our IPO, there was no public market for our common stock, and we cannot predict how active and liquid the market for our stock will be. In
addition, the market price of our common stock may be influenced by many factors, including:
 

 •  quarterly variations in our operating results compared to market expectations;
 

 •  changes in the preferences of our customers;
 

 •  low comparable club sales growth compared to market expectations;
 

 •  delays in the planned openings of new clubs;
 

 •  the failure of securities analysts to cover the Company after changes in financial estimates by the analysts who cover us, our competitors or the
grocery or retail industries in general and the wholesale club segment in particular;

 

 •  economic, legal and regulatory factors unrelated to our performance;
 

 •  changes in consumer spending or the housing market;
 

 •  increased competition or stock price performance of our competitors;
 

 •  announcements by us or our competitors of new locations, capacity changes, strategic investments or acquisitions;
 

 •  actual or anticipated variations in our or our competitors’ operating results, and our competitors’ growth rates;
 

 •  future sales of our common stock or the perception that such sales may occur;
 

 •  changes in senior management or key personnel;
 

 •  investor perceptions of us, our competitors and our industry;
 

 •  general or regional economic conditions;
 

 •  changes  in  laws  or  regulations,  or  new  interpretations  or  applications  of  laws  and  regulations  that  are applicable  to  our  business;  lawsuits,
enforcement actions and other claims by third parties or governmental authorities;

 

 •  action by institutional stockholders or other large stockholders;
 

 •  failure to meet any guidance given by us or any change in any guidance given by us, or changes by us in our guidance practices;
 

 •  speculation in the press or investment community;
 

 •  events beyond our control, such as war, terrorist attacks, transportation and fuel prices, natural disasters, severe weather and widespread illness;
and

 

 •  the other factors listed in this “Risk Factors” section.

As a result of these factors, you may not be able to resell your shares at or above the price at which you purchased them. In addition, our stock price
may be volatile. The stock market in general has experienced extreme price and volume fluctuations that have often been unrelated or disproportionate to
the operating performance of companies like us. Accordingly, these broad market fluctuations, as well as general economic, political and market conditions,
such as recessions or interest rate changes, may significantly reduce the market price of the common stock, regardless of our operating performance. In the
past,  following  periods  of  market  volatility,  stockholders  have  instituted  securities  class  action  litigation.  If  we  were  to  become  involved  in  securities
litigation, it could result in substantial costs and divert resources and our management’s attention from other business concerns, regardless of the outcome of
such litigation.

The Sponsors exercise a significant control over the direction of our business and have the right to nominate members of our Board. If the ownership of
our common stock continues to be highly concentrated, it could prevent our stockholders from influencing significant corporate decisions.

The  Sponsors  currently  directly  or  indirectly  own  approximately  42.0%  of  our  common  stock  and have  entered  into  a  voting  agreement  among
themselves  and  with  the  Company.  The  Sponsors  will  continue  to  exercise  significant  influence  over  all  matters  requiring  stockholder  approval  for  the
foreseeable future, including approval of significant corporate transactions, which may reduce the market price of our common stock.

Pursuant  to  the  voting agreement,  the Sponsors  are  entitled  to  designate  individuals  to  be  included  in  the  slate  of  nominees  recommended  by  our
board of directors for election to our board of directors under certain circumstances related to continued ownership of the shares they hold.

These provisions will allow the Sponsors to continue to exercise significant control over our corporate decisions, including over matters on which our
other  stockholders  have  a  right  to  vote.  Our  Amended  and  Restated  Certificate  of  Incorporation  and  our  Amended  and  Restated  Bylaws  also  include  a
number of provisions that may discourage, delay or prevent a change in our management or control for so long as the Sponsors own specified percentages of
our common stock. These provisions not only could have a negative impact on the trading price of our common stock but could also allow the Sponsors to
delay or prevent a corporate transaction that the public stockholders might approve.
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Sales of a substantial number of shares of our common stock in the public market by certain of our stockholders could cause our stock price to fall.

Sales of a substantial number of shares of our common stock in the public market or the perception that these sales might occur, could depress the
market price of our common stock and could impair our ability to raise capital through the sale of additional equity securities. In connection with the IPO,
substantially  all  of  our  then-existing  stockholders  entered  into lock-up agreements  with  the  underwriters  of  the  offering  that  restrict  such  stockholders’
ability to transfer shares of our common stock for 180 days from the date of the offering, subject to certain exceptions. In addition, in connection with the
secondary  offering,  the  Company,  the  Sponsors,  and  the  other  selling  stockholders  and  our  directors  and  officers  agreed  to  enter into  new lock-up
agreements  with  the  underwriters  of  the  secondary  offering,  restricting  the  ability  to  transfer  shares  of  common  stock  for  90  days  from  the  date  of  the
prospectus  related  to  the  secondary offering,  subject  to  certain  exceptions.  The  underwriters  of  the  IPO  also  agreed,  in  connection  with  the  secondary
offering, to release certain pre-IPO stockholders from the IPO lock-up.

Subject to limitations, approximately 60.5 million shares will become eligible for sale upon expiration of these lock-up periods. In addition, shares
issued  or  issuable  upon  exercise  of  options  vested  as  of  the  expiration  of  these lock-up periods  will  be  eligible  for  sale  at  that  time. Further,  the
representatives of the IPO and secondary offering underwriters, respectively may, in their sole discretion, release all or some portion of the shares subject to
these lock-up agreements at any time and for any reason. Sales of a substantial  number of such shares upon expiration of these lock-up agreements, the
perception that such sales may occur, or early release of these agreements, could have a material adverse effect on the trading price of our common stock.

Moreover,  holders  of  44% of our  outstanding common stock have rights,  subject  to certain conditions such as the lock-up arrangements described
above, to require us to file registration statements for the public sale of their shares or to include their shares in registration statements that we may file for
ourselves or other stockholders. Registration of these shares under the Securities Act of 1933, as amended, or the Securities Act, would result in the shares
becoming freely tradable without restriction under the Securities Act, except for shares held by our affiliates as defined in Rule 144 under the Securities
Act. Any sales of securities by these stockholders could have a material adverse effect on the trading price of our common stock.

Our ability to raise capital in the future may be limited.

Our  business  and  operations  may  consume  resources  faster  than  we  anticipate.  In  the  future,  we  may  need  to  raise  additional funds  through  the
issuance of new equity securities, debt or a combination of both. Additional financing may not be available on favorable terms, or at all. If adequate funds
are not available on acceptable terms, we may be unable to fund our capital requirements. If we issue new debt securities, the debt holders would have rights
senior to common stockholders to make claims on our assets, and the terms of any debt could restrict our operations, including our ability to pay dividends
on our common stock. If we issue additional equity securities, existing stockholders will experience dilution, and the new equity securities could have rights
senior  to those of  our  common stock.  Because our decision to issue securities  in any future offering will  depend on market  conditions and other  factors
beyond our control, we cannot predict or estimate the amount, timing or nature of our future offerings. Thus, our stockholders bear the risk of our future
securities offerings reducing the market price of our common stock and diluting their interest.

If securities or industry analysts do not publish or cease publishing research or reports about us, or if they issue unfavorable commentary about us or
our industry or downgrade our common stock, the price of our common stock could decline.

The trading market  for  our common stock depends in part  on the research and reports  that  third-party  securities  analysts publish about  us and our
industry. One or more analysts could downgrade our common stock or issue other negative commentary about us or our industry. In addition, we may be
unable or slow to attract research coverage. Alternatively, if one or more of these analysts cease coverage of us, we could lose visibility in the market. As a
result of one or more of these factors, the trading price of our common stock could decline.
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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.

Provisions  in  our  amended  and  restated  certificate  of  incorporation  and  our  amended  and  restated  bylaws,  as  well  as  provisions of  the  Delaware
General Corporation Law, or DGCL, could make it more difficult for a third party to acquire us or increase the cost of acquiring us, even if doing so would
benefit our stockholders, including transactions in which stockholders might otherwise receive a premium for their shares. These provisions include:
 

 •  establishing a classified board of directors such that not all members of the board are elected at one time;
 

 
•  allowing the total  number  of  directors  to  be determined exclusively  (subject  to  the rights  of  holders  of  any series of  preferred stock to elect

additional  directors)  by resolution of our board of directors and granting to our board the sole power (subject  to the rights of holders of any
series of preferred stock or rights granted pursuant to the voting agreement with our Sponsors to fill any vacancy on the board;

 

 •  limiting the ability of stockholders to remove directors without cause;
 

 •  authorizing the issuance of “blank check” preferred stock by our board of directors, without further stockholder approval, to thwart a takeover
attempt;

 

 •  prohibiting  stockholder  action  by  written  consent  (and,  thus,  requiring  that  all  stockholder  actions  be  taken at  a  meeting  of  our
stockholders), if the Sponsors cease to own, or have the right to direct the vote of, at least 50% of the voting power of our common stock;

 

 •  eliminating the ability of stockholders to call a special meeting of stockholders, except for the Sponsors, so long as the Sponsors own, or have
the right to direct the vote of, at least 50% of the voting power of our common stock;

 

 •  establishing advance notice requirements for nominations for election to the board of directors or for proposing matters that can be acted upon
at annual stockholder meetings;

 

 
•  requiring the approval of the holders of at least two-thirds of the voting power of all outstanding stock entitled to vote thereon, voting together

as a single class, to amend or repeal our certificate of incorporation or bylaws if the Sponsors cease to own, or have the right to direct the vote
of, at least 50% of the voting power of our common stock; and

 

 •  electing not to be governed by Section 203 of the DGCL.

These anti-takeover defenses could discourage, delay or prevent a transaction involving a change in control of our Company. These provisions could
also discourage proxy contests and make it more difficult for other stockholders to elect directors of their choosing and cause us to take corporate actions
other than those our stockholders desire.

We will be exposed to risks relating to evaluations of controls required by Section 404 of the Sarbanes-Oxley Act.

We are in the process of evaluating our internal controls systems to allow management to report on, and our independent registered public accounting
firm to audit, our internal controls over financial reporting. We are also in the process of performing the system and process evaluation and testing (and any
necessary remediation)  required to comply with the management certification  and,  if  required,  the auditor  attestation requirements  of  Section 404 of  the
Sarbanes-Oxley Act. We are required to comply with the management certification requirements of Section 404 in our annual report on Form 10-K for our
first annual report that is filed with the SEC (subject to any change in applicable SEC rules). We are required to comply with Section 404 in full (including
an auditor attestation on management’s internal controls report) in our annual report on Form 10-K for the year following our first annual report required to
be filed with the SEC (subject to any change in applicable SEC rules). Furthermore, upon completion of this process, we may identify control deficiencies
of varying degrees of severity under applicable SEC and PCAOB rules and regulations that remain unremediated. As a public company, we are required to
report, among other things, control deficiencies that constitute a “material weakness” or changes in internal controls that, or that are reasonably likely to,
materially affect internal controls over financial reporting. A “material weakness” is a deficiency, or a combination of deficiencies, in internal control over
financial reporting, such that there is a reasonable possibility that a material misstatement of our annual or interim financial statements will not be prevented
or detected on a timely basis. A “significant deficiency” is a deficiency, or a combination of deficiencies, in internal control over financial reporting that is
less severe than a material weakness, yet important enough to merit attention by those responsible for oversight of our financial reporting.

To comply with the requirements of being a public company, we have undertaken various actions, and may need to take additional actions, such as
implementing and enhancing our internal controls and procedures and hiring additional accounting or internal audit staff. Testing and maintaining internal
controls can divert our management’s attention from other matters that are important to the operation of our business. Additionally, when evaluating our
internal control over financial reporting, we may identify material weaknesses that we may not be able to remediate in time to meet the applicable deadline
imposed  upon  us  for  compliance  with  the  requirements  of  Section  404.  If  we  identify  any  material  weaknesses  in  our  internal  control  over  financial
reporting or are unable  to comply with the requirements  of  Section 404 in a  timely manner  or  assert  that  our  internal  control  over  financial  reporting is
effective, if we are required to make restatements of our financial statements, or if our independent registered public accounting firm is unable to
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express an opinion as to the effectiveness of our internal control over financial reporting, investors may lose confidence in the accuracy, completeness or
reliability  of  our  financial  reports and  the  trading  price  of  our  common  stock  may  be  adversely  affected,  and  we  could  become  subject  to  sanctions  or
investigations by the NYSE, the SEC or other regulatory authorities, which could require additional financial and management resources. In addition, if we
fail to remedy any material weakness, our financial statements could be inaccurate and we could face restricted access to the capital markets.

The requirements of being a public company, including compliance with the reporting requirements of the Exchange Act and the requirements of the
Sarbanes-Oxley Act and the NYSE, may strain our resources, increase our costs and divert management’s attention, and we may be unable to comply
with these requirements in a timely or cost-effective manner.

As a public company, we are subject to the reporting requirements of the Securities Exchange Act of 1934, as amended, or the Exchange Act, and the
corporate  governance  standards  of  the  Sarbanes-Oxley  Act  and  the  NYSE.  These  requirements  may  place  a  strain  on  our  management,  systems  and
resources,  and  we have  incurred  and expect  to  continue  to  incur  significant  legal, accounting,  insurance  and other  expenses  that  we had not  historically
incurred  as  a  private  company.  The  Exchange  Act  requires  us  to  file  annual,  quarterly  and  current  reports  with  respect  to  our  business  and  financial
condition  within  specified time  periods  and  to  prepare  a  proxy  statement  with  respect  to  our  annual  meeting  of  stockholders.  The  Sarbanes-Oxley  Act
requires that we maintain effective disclosure controls and procedures and internal controls over financial  reporting. The NYSE requires that we comply
with various corporate governance requirements. To maintain and improve the effectiveness of our disclosure controls and procedures and internal controls
over financial  reporting and comply with the Exchange Act and the NYSE’s requirements, significant resources and management oversight are required.
This may divert management’s attention from other business concerns and lead to significant costs associated with compliance, which could have a material
adverse effect on us and the price of our common stock.

The expenses incurred by public companies generally for reporting and corporate governance purposes have been increasing. We expect these rules
and regulations to increase our legal and financial compliance costs and to make some activities more time-consuming and costly, although we are currently
unable to estimate these costs with any degree of certainty. These laws and regulations could also make it more difficult or costly for us to obtain certain
types  of  insurance,  including  director  and  officer  liability  insurance,  and  we  may  be  forced  to  accept reduced  policy  limits  and  coverage  or  incur
substantially higher costs to obtain the same or similar coverage. These laws and regulations could also make it more difficult for us to attract and retain
qualified persons to serve on our board of directors, our board committees or as our executive officers. Advocacy efforts by stockholders and third parties
may also prompt even more changes in governance and reporting requirements. We cannot predict or estimate the amount of additional costs we may incur
or the timing of these costs. Furthermore, if we are unable to satisfy our obligations as a public company, we could be subject to delisting of our common
stock, fines, sanctions and other regulatory action and potentially civil litigation.

We do not currently expect to pay any cash dividends.

The continued  operation  and  expansion  of  our  business  will  require  substantial  funding.  Accordingly,  we do  not  currently  expect to  pay any cash
dividends  on  shares  of  our  common stock.  Any determination  to  pay  dividends  in  the  future  will  be  at  the  discretion  of  our  board  of  directors  and  will
depend upon results of operations,  financial  condition, contractual  restrictions, restrictions imposed by applicable law and other factors that our board of
directors deems relevant. We are a holding company, and substantially all of our operations are carried out by our operating subsidiaries. Any inability on
the part of our subsidiaries to make payments to us could have a material adverse effect on our business, financial condition and results of operations. Under
our  ABL Facility  and  First  Lien  Term Loan,  our  operating  subsidiaries  are  significantly  restricted  in their  ability  to  pay dividends or  otherwise  transfer
assets to us, and we expect these limitations to continue in the future.  Our ability to pay dividends may also be limited by the terms of any future credit
agreement or any future debt or preferred equity securities of ours or of our subsidiaries. Accordingly, realization of a gain on your investment will depend
on  the  appreciation  of  the  price  of  our  common  stock,  which  may  never  occur.  Investors  seeking  cash  dividends  in  the foreseeable  future  should  not
purchase our common stock.

Following our secondary offering, we are longer a “controlled company” within the meaning of the NYSE rules and the rules of the SEC. However, we
qualify for and continue to rely on exemptions from certain corporate governance requirements during certain transition periods.
 

A company of which more than 50% of the voting power is held by an individual, a group or another company is a “controlled company” within the
meaning of the NYSE rules and may elect not to comply with certain corporate governance requirements of the NYSE, including:
 

 •  the requirement that a majority of our board of directors consist of independent directors;
 

 •  the requirement that we have a nominating/corporate governance committee that is composed entirely of independent directors with a written
charter addressing the committee’s purpose and responsibilities;
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 •  the requirement that we have a compensation committee that is composed entirely of independent directors with a written charter addressing the
committee’s purpose and responsibilities; and

 

 •  the requirement for an annual performance evaluation of the nominating and corporate governance and compensation committees.

During the period that we were a “controlled company,” we relied on the exemptions listed above.

Following  our  secondary  offering,  the  Sponsors  no  longer  own  a  majority  of  our  outstanding common  stock  and,  as  a  result,  we  are  no  longer  a
“controlled company” within the meaning of the corporate governance rules of NYSE. Consequently, the NYSE rules require that (i) at least a majority of
our board of directors is independent within one year of the date we no longer qualified as a “controlled company”; (ii) at least a majority of those serving
on each of our compensation and nominating and corporate governance committees are independent within 90 days of the date we no longer qualified as a
“controlled company” and that these committees are fully independent within one year of such date; and (iii) there is an annual performance evaluation of
our  nominating  and  corporate governance  and  compensation  committees.  During  these  transition  periods,  we  may  continue  to  utilize  the  available
exemptions from certain corporate governance requirements as permitted by the NYSE rules.

Accordingly, during the transition periods, our stockholders do not have the same protections afforded to stockholders of companies that are subject to
all of the corporate governance requirements of the NYSE.

In  addition,  although  we  are  no longer  a  “controlled  company,”  the  Sponsors  continue  to  be  able  to  significantly  influence  our  decisions.  The
Sponsors  exercise  significant  control  over  the  direction  of  our  business  and  have  the  right  to  nominate  members  of  our  Board.  If the  ownership  of  our
common stock continues to be highly concentrated, it could prevent our stockholders from influencing significant corporate decisions. The Sponsors are in
the business of making investments in companies and may from time to time in the future acquire controlling interests in businesses that complement or
directly or indirectly compete with certain portions of our business. If the Sponsors pursue such acquisitions in our industry, those acquisition opportunities
may not be available to us.

Our amended and restated certificate  of  incorporation designates the Court of  Chancery of the State of  Delaware as the exclusive  forum for certain
litigation that may be initiated by our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us.

Our amended and restated certificate  of  incorporation provides that  the Court  of Chancery of the State of Delaware will  be the sole and exclusive
forum for (i) any derivative action or proceeding brought on our behalf,  (ii) any action asserting a claim of breach of a fiduciary duty owed to us or our
stockholders by any of our directors, officers, employees or agents, (iii) any action asserting a claim against us arising under any provisions of the DGCL or
our amended and restated certificate of incorporation or our amended and restated bylaws, or (iv) any action asserting a claim against us that is governed by
the internal affairs doctrine. As a stockholder in our Company, you are deemed to have notice of and have consented to the provisions of our amended and
restated certificate of incorporation related to choice of forum. The choice of forum provision in our amended and restated certificate of incorporation may
limit your ability to obtain a favorable judicial forum for disputes with us.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Recent Sales of Unregistered Securities

None.
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Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

None.

Item 5. Other Information.

None.
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Item 6. Exhibits.

EXHIBIT INDEX
 
      Incorporated by Reference     
Exhibit
Number   Exhibit Description   Form   File No.    Exhibit   Filing Date   

Filed 
Herewith 

  10.1
  

First  Amendment  to  Voting  Agreement  dated  October   30,  2018  by  and
among the Company and the Sponsors           

 X  

  10.2
  

Amended  and  Restated  Employment  Agreement  by  and  between  BJ’s
Wholesale Club, Inc. and Lee Delaney, dated as of December 6, 2018           

 X  

  10.3
  

Amended  and  Restated  Employment  Agreement  by  and  between  BJ’s
Wholesale Club, Inc. and Brian Poulliot, dated as of December 6, 2018           

 X  

  10.4

  

Refinancing  Amendment,  dated  August  13, 2018,  to  the  First  Lien  Term
Loan  Credit  Agreement,  dated  as  of  February  3,  2017,  among  BJ’s
Wholesale Club, Inc., the Company, the Lenders party thereto from time to
time  and  Nomura  Corporate  Funding  Americas,  LLC,  as  administrative
agent and as collateral agent   

 8-K  

  

 001-38559 

  

 10.1  

  

August 17, 2018

  

  10.5

  

First  Amendment,  dated  August  17, 2018,  to  the  Amended  and  Restated
Credit  Agreement,  dated  as  of  February  3,  2017,  among  the  Company,
BJ’s  Wholesale  Club,  Inc.,  Wells  Fargo  Bank,  National  Association,  as
administrative agent and the other lenders and issuers party thereto   

 8-K  

  

 001-38559 

  

 10.2  

  

August 17, 2018

  

  31.1

  

Certification  of  Principal  Executive  Officer  Pursuant  to  Rules 13a-14(a)
and 15d-14(a) under  the  Securities  Exchange  Act  of  1934,  as  Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002           

 X  

  31.2

  

Certification  of  Principal  Financial  Officer  Pursuant  to  Rules 13a-14(a)
and 15d-14(a) under  the  Securities  Exchange  Act  of  1934,  as  Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002           

 X  

  32.1

  

Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 
1350,  as  Adopted  Pursuant  to  Section  906  of  the  Sarbanes-Oxley  Act  of
2002           

 X  

  32.2

  

Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 
1350,  as  Adopted  Pursuant  to  Section  906  of  the  Sarbanes-Oxley  Act  of
2002.           

 X  

101.INS   XBRL Instance Document           

101.SCH  XBRL Taxonomy Extension Schema Document           

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document           

101.DEF   XBRL Taxonomy Extension Definition Linkbase Document           

101.LAB  XBRL Taxonomy Extension Label Linkbase Document           

101.PRE   XBRL Taxonomy Extension Linkbase Document           

The  agreements  and  other  documents  filed  as  exhibits  to  this  report  are  not  intended  to  provide  factual information  or  other  disclosure  other  than  with
respect to the terms of the agreements or other documents themselves, and you should not rely on them for that purpose. In particular, any representations
and warranties made by us in these agreements or other documents were made solely within the specific context of the relevant agreement or document and
may not describe the actual state of affairs as of the date they were made or at any other time.
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Pursuant  to  the  requirements  of  the  Securities  Exchange  Act  of  1934,  the  registrant  has  duly  caused  this  report  to  be  signed on  its  behalf  by  the
undersigned thereunto duly authorized.
 

   BJ’S WHOLESALE CLUB HOLDINGS, INC.

Date: December 7, 2018   By: /s/ Robert W. Eddy
    Robert W. Eddy

    
Executive  Vice  President,  Chief  Financial  &  Administrative
Officer
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Exhibit 10.1

First Amendment to Voting Agreement

This  First  Amendment  to  Voting  Agreement  (this  “ Agreement ”)  is  effective  as  of  October  30,  2018 and  shall  amend,  subject  to  the  terms  and
conditions contained herein,  the Voting Agreement  (the “ Voting Agreement ”)  which was effective  as  of  June 27,  2018 and was  made by and among
(i)  BJ’s  Wholesale  Club Holdings,  Inc.,  a  Delaware  corporation  (the  “ Company ”),  (ii)  CVC Beacon  LP,  a  Delaware  limited  partnership  (the  “ CVC
Stockholder ”),  (iii)  Green Equity Investors V, L.P.,  a Delaware limited partnership (“ LGP V ”), (iv) Green Equity Investors Side V, L.P., a Delaware
limited  partnership  (“ LGP  Side  V ”)  and  (v)  Beacon  Coinvest  LLC,  a  Delaware  limited  liability  company  (together  with  LGP  V  and  LGP Side  V,
collectively, the “LGP Stockholders” and, together with the CVC Stockholder, the “ Principal Stockholders ” and each a “ Principal Stockholder ”).

ARTICLE I.
AMENDMENTS

Section 1.1 Amendments .  Each Principal  Stockholder  and the  Company hereby acknowledge and agree,  in accordance with Section 4.3(a)  of the
Voting Agreement,  that  Section 2.1(a)(i)  of  the Voting Agreement  is  hereby amended such that  the name “Christopher  J.  Stadler”  shall  be replaced and
deleted from the Voting Agreement in the place in which it appears in such Section and shall be replaced with the name “Nishad Chande” in such place.

ARTICLE II.
MISCELLANEOUS

Section 2.1 Full Force and Effect . Except as expressly provided by this Agreement, the Voting Agreement is and shall continue to be in full force and
effect  and is  hereby in all  respects  ratified  and reaffirmed.  Except  as  expressly set  forth  in  this  Agreement,  no other  terms and conditions  of  the Voting
Agreement  are  hereby  waived,  amended,  altered  or otherwise  modified  and  this  Amendment  shall  for  all  purposes  be  deemed  to  constitute  part  of  the
Voting Agreement as such Voting Agreement existed on its date of effectiveness (including for purposes of Section 4.6 of the Voting Agreement).

Section 2.2 Other Sections . Sections 4.2, 4.4, 4.8, 4.9 and 4.10 of the Voting Agreement shall apply to this Agreement mutatis
mutandis
.



IN WITNESS HEREOF, the undersigned have executed this Agreement as of this 30th day of October, 2018.
 
BJ’S WHOLESALE CLUB HOLDINGS, INC.

By:  /s/ Graham N. Luce
Print:  Graham N. Luce
Title:  Senior Vice President, Secretary

Signature
Page
to
First
Amendment
to
Stockhholders
Agreement



GREEN EQUITY INVESTORS V, L.P.

By: GEI Capital V, LLC, its general partner

By:  /s/ Andrew Goldberg
Print:  Andrew Goldberg
Title:  Vice President, General Counsel

GREEN EQUITY INVESTORS SIDE V, L.P.

By: GEI Capital V, LLC, its general partner

By:  /s/ Andrew Goldberg
Print:  Andrew Goldberg
Title:  Vice President, General Counsel

BEACON COINVEST LLC

By:  /s/ Andrew Goldberg
Print:  Andrew Goldberg
Title:  Vice President, General Counsel

Signature
Page
to
First
Amendment
to
Stockhholders
Agreement



CVC BEACON LP

By: CVC Beacon GP LLC, its general partner

By:  /s/ Cameron Breitner
Print:  Cameron Breitner
Title:  President

Signature
Page
to
First
Amendment
to
Stockhholders
Agreement



Exhibit 10.2

Lee Delaney

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AGREEMENT  dated  as  of  December  6,  2018  between  Lee  Delaney,  whose  address is  c/o  BJ’s  Wholesale  Club,  Inc.,  25  Research  Drive,
Westborough, Massachusetts  01582 (“Executive”),  and BJ’s Wholesale Club, Inc.,  a Delaware corporation,  whose principal  office is 25 Research Drive,
Westborough, Massachusetts (“Employer” or “Company”).

WITNESSETH

WHEREAS, Executive  and  the  Company  previously  entered  into  an  employment  agreement  dated  May  2,  2016  (the “Original  Employment
Agreement”); and

WHEREAS, Executive and the Company desire to amend and restate the Original Employment Agreement to remove Executive’s residential address
from the preamble, all other terms and conditions of the Original Employment Agreement remain unchanged and are set forth herein;

NOW, THEREFORE,  in consideration of the mutual promises and covenants contained herein, the sufficiency of which is acknowledged by each
party, and intending to be legally bound hereby, the Company and the Executive agree as follows:

1. Employment and Duties.

1.1 Employment . Commencing on May 2, 2016 (the “Effective Date”), the Company agrees to employ the Executive and the Executive agrees to be
employed by the Company subject to the terms set forth herein.

1.2 Duties . As of the Effective Date, the Executive shall serve the Company as its Chief Growth Officer to serve in such capacity or other capacities
as designated by the Board of Directors, the Chief Executive Officer (“CEO”) or his/her designee from time to time. During the term of this Agreement, the
Executive shall serve the Company faithfully, diligently and to the best of his/her ability and shall devote substantially all of his/her business time, energy
and skill to the affairs of the Company as necessary to perform the duties of his/her position, and he/she shall not assume a position in any other business
without the express written permission of the CEO; 
provided
 that the Executive may upon disclosure to the CEO: (i) serve as a member of not more than
one  for-profit  board of  directors  so  long  as  the  Executive  receives  prior  written  permission  from  the  CEO,  (ii)  serve  in  any  capacity  with  charitable
or  not-for-profit  enterprises so  long  as  there  is  no  material  interference  with  the  Executive’s  duties  to  the  Company  and  (iii)  make  passive  investments
where  the  Executive  is  not obligated  or  required  to,  and  shall  not  in  fact,  devote  any  managerial  efforts.  The  Company shall  have  the  right  to  limit  the
Executive’s participation in any of the foregoing endeavors if the CEO believes, in his/her sole and exclusive discretion, that the time being spent on such
activities infringes upon, or is incompatible with, the Executive’s ability to perform the duties under this Agreement.

2. Compensation and Benefits .

2.1 Base Salary . The Executive shall receive a Base Salary at the rate of $600,000 per year. Such Base Salary shall be subject to periodic adjustment
from time  to  time  as  determined  by  the  Board  of  Directors  in  its  sole  discretion.  Base  Salary  shall  be  payable  in  such  manner  and  at  such  times  as  the
Company shall pay base salary to other similarly situated the executive employees.

2.2 Policies  and  Fringe  Benefits .  The  Executive  agrees  to  abide  by  the  rules,  regulations, instructions,  personnel  practices  and  policies  of  the
Company and  any  changes  therein  that  may  be  adopted  from time  to  time  by  the  Company.  The  Executive  shall  be  eligible  to  participate  in  all  benefit
programs that the Company establishes and makes available to all of its executives on such terms as the Board of Directors shall determine, if any, to the
extent that the Executive meets the eligibility requirements to participate as set forth in the applicable plan or policy. Nothing herein limits the Company’s
right to modify, change, limit eligibility, or discontinue any plan or policy at any time, with or without prior notice.
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2.3 Reimbursement  of  Expenses .  The  Company  shall  reimburse  the Executive  for  all  reasonable  and  appropriate  travel,  entertainment  and  other
expenses incurred or paid by the Executive in connection with, or related to, the performance of his/her responsibilities or services under this Agreement, in
accordance with policies and procedures, and subject to limitations, adopted by the Company from time to time.

2.4 Withholding .  All  salary  and other  compensation  payable  to  the Executive  pursuant  to  this  Agreement  shall  be  subject  to  applicable  taxes  and
withholdings.

3. Termination of Employment and Benefits upon Termination.

3.1 General . The Executive’s employment pursuant to this Agreement shall terminate upon the earliest to occur of (i) the Executive’s death, (ii) a
termination  by  reason  of  disability,  (iii)  a  termination  by  the  Company  with  or  without  Cause,  or  (iv)  a  termination  by  the  Executive.  Whenever  the
Executive’s  employment  shall terminate,  and  regardless  of  the  reason  for  such  termination,  effective  that  same  date  he/she  shall  resign  all  offices,
appointments  and/or  other  positions  the  Executive  may  hold  with  the  Company  including,  but  not  limited  to,  any  parent corporation,  subsidiaries  or
divisions of the Company or any such parent.

3.2 Termination Due to Death . The Executive’s employment shall automatically terminate upon the date of the Executive’s death. No compensation
or other benefits shall be payable to or accrue to the Executive hereunder except as follows:

(a) (i) all amounts earned but unpaid hereunder through the date of termination with respect to salary and vested but unused vacation; (ii) to the
extent not already paid, any amounts to which the Executive is entitled under the Company’s annual incentive compensation plan for the fiscal year
ended immediately prior to the date of termination; (iii) his/her vested account balance under the BJ’s Wholesale Club, Inc. 401(k) Savings Plan for
Salaried Employees; and (iv) any unreimbursed expenses incurred in accordance with Company policy (collectively, “Earned Obligations”);

(b) any amounts the Executive would have been entitled to receive under the Company’s annual incentive compensation plan had the Executive
remained employed by the Company until the end of the fiscal year during which the termination of employment occurs (prorated for the period of
active  employment  during  such  fiscal year).  All  such  amounts,  if  any,  will  be  paid  to  the  Executive’s  estate  at  the  same  time  as  other  incentive
compensation plan payments for the year in which the termination occurs are paid; and

(c) any payments or benefits under other plans of the Company to the extent such plans provide for benefits following the Executive’s death.

3.3 Termination  Due  to  Disability .  The  Executive’s  employment  may  be terminated  by  reason  of  the  Executive’s  disability,  upon  notice  to  the
Executive, in the event of the inability of the Executive to perform his/her duties hereunder by reason of disability, whether by reason of injury (physical or
mental), illness  (physical  or  mental)  or  otherwise.  For  purposes  of  this  Agreement,  a  disability  is  defined  as  the  occurrence  when  the  Executive  is
incapacitated for a continuous period exceeding one hundred twenty (120) days, as certified by a physician selected by the Executive and the Company in
good faith. No compensation or other benefits shall be payable to or accrue to the Executive hereunder except as follows:

(a) all Earned Obligations;

(b) any amounts the Executive would have been entitled to receive under the Company’s annual incentive compensation plan had the Executive
remained employed by the Company until the end of the fiscal year during which the termination of employment occurs (prorated for the period of
active employment during such fiscal year). All such amounts, if any, will be paid at the same time as other incentive compensation plan payments for
the year in which the termination occurs are paid; and
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(c)  any  payments  or  benefits  under  other  plans  of  the Company  to  the  extent  such  plans  provide  for  benefits  following  a  termination  of
employment due to disability.

3.4 Termination by the Company for Cause or by the Executive . The Company may terminate the Executive’s employment at any time for Cause by
providing the Executive notice of such termination. For the purpose of this Agreement, termination by the Company for Cause shall refer to the Company’s
termination of the Executive’s employment because it  has determined, in its sole and exclusive discretion, that he/she has: (i) refused or failed to devote
his/her full normal working time, skills, knowledge, and abilities to the business of the Company and in promotion of its interests or he/she has failed to
fulfill  directives  of  the  CEO,  the  CEO’s  designee  or  the  Board  of  Directors;  (ii)  engaged  in  activities involving  dishonesty,  willful  misconduct,  willful
violation of any law, rule, regulation or policy of the Company or breach of fiduciary duty; (iii) committed larceny, embezzlement, conversion or any other
act  involving  the  misappropriation  of the  Company’s  funds  or  property;  (iv)  been  convicted  of  any  crime  which  reasonably  could  affect  in  an  adverse
manner  the  reputation  of  the  Company  or  the  Executive’s  ability  to  perform his/her  duties  hereunder;  (v)  been  grossly negligent  in  the  performance  of
his/her  duties;  or  (vi)  materially  breached  this  Agreement  including,  but  not  limited  to,  his/her  obligations  set  forth  in  Sections  4  and  5  below.  If  the
Executive’s  employment  terminates  pursuant  to  this Section 3.4 by the  Company for  Cause or  by reason of  the Executive’s  resignation  at  any time,  the
Executive shall only receive the Earned Obligations, if any, through his/her termination date. Nothing herein waives any rights the Company may have for
damages or equitable relief.

3.5 Termination  by the  Company Without  Cause .  The  Company may terminate the  Executive’s  employment  without  Cause  at  any time effective
upon the Executive’s receipt of notice of such termination. No compensation or other benefits shall be payable to or accrue to the Executive in the event of
his/her termination without Cause except as follows:

(a) all Earned Obligations;

(b)  In  the  event  of  such  termination,  unless:  (x)  such  termination  occurs  subsequent  to  a  Change  in Control  (as  hereinafter  defined)  of  the
Company  that  occurs  prior  to  May  9,  2017,  and  (y)  Executive  does  not  forfeit  that  certain  option  to  purchase  40,000  shares  of  common  stock  of
Beacon Holding, Inc. at a strike price of $75.00, then subject to the Executive entering into a binding and irrevocable release of claims and separation
agreement prepared by the Company and the expiration on or before the 60th day after the Executive’s separation from service of any period during
which the Executive is entitled to revoke the release, the Executive shall be eligible on such sixtieth (60th) day to receive:

(1) continuation of Base Salary for a period of twenty-four (24) months (the “Severance Period”), payable in such manner and at such
times as the Executive’s Base Salary was being paid immediately prior to such termination;

(2) an amount equal to the difference between the Executive’s actual COBRA premium costs and the amount the Executive would have
paid  had  the  Executive  continued  coverage  as  an  employee  under  the  Company’s  applicable  health  plans  without  regard  to
the pre-tax benefits the Executive would have received under the BJ’s Wholesale Club, Inc. Flexible Benefits Plan provided that the
Executive elects to continue to participate in the Company’s medical and/or dental plans for team members pursuant to a valid COBRA
election  (and  if  and  only  if  such participation  is  legally  and  contractually  permissible)  and  provided,  however,  that  the  Company’s
obligations  under  this  clause  3.5(b)(2)  shall  (A)  not  extend  beyond  the  Severance  Period,  (B)  be  eliminated  if  the  Executive
discontinues COBRA benefits or (C) be reduced or eliminated to the extent that the Executive receives similar coverage and benefits
under the plans and programs of a subsequent employer or entity or becomes eligible for similar coverage under a spouse’s employer;

(3) any amounts the Executive would have been entitled to receive under the Company’s annual incentive compensation plan had the
Executive  remained  employed  by  the  Company  until  the  end  of  the  fiscal  year  during  which  the  termination  of  employment  occurs
(prorated for the period of active employment during such fiscal year). All such amounts, if any, will be paid at the same time as other
incentive compensation plan payments for the year in which the termination occurs are paid; and
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(c)  payments  or  benefits  under  other  plans  of  the  Company  to the  extent  that  the  plans  provide  for  benefits  following  a  termination  of
employment.

Notwithstanding the foregoing, the payments and benefits described in Section 3.5(b) above shall immediately terminate, and the Company shall have
no  further  obligations  to  the  Executive  with  respect  thereto,  in  the  event  that  the  Executive  (i)  becomes  employed  by Wal-Mart Stores,  Inc.,  Costco
Wholesale Corporation, Sam’s Club, or any of their respective subsidiaries or affiliates; or (ii) breaches any provision of Sections 4 or 5 of this Agreement.

“Change in Control” shall have the meaning provided in the Second Amended and Restated 2011 Stock Option Plan of Beacon Holding, Inc.

3.6 Special Rules Applicable to Deferred Compensation .

Notwithstanding  anything  herein  to  the  contrary,  Sections  3.3(a),  3.3(c),  3.4,  3.5(a)  and  3.5(c)  shall  be  construed  and  applied so  that  the  time  of
payment of any amount constituting the deferral of compensation, within the meaning of Section 409A(d) of the Code and the regulations issued thereunder,
shall be determined in accordance with the plan or other arrangement providing such payment and shall not be accelerated as a result of the Executive’s
disability or termination of employment to which this Agreement applies.

4. Non-Competition and  Non-Solicitation .

4.1 Restricted Activities . While the Executive is employed by the Company and for a period of twenty-four (24) months after the termination
or cessation of such employment for any reason, the Executive will not directly or indirectly:

(a) Engage in any activity (whether as owner, partner, officer, director, employee, consultant, investor, lender or otherwise, except as the holder
of  not  more  than  1%  of  the  outstanding  stock  of  a  publicly-held  company) for  Wal-Mart  Stores Inc.,  Costco  Wholesale  Corporation,  or  Target
Corporation,  or any  of  their  respective  subsidiaries  or  affiliates  (including,  without  limitation,  Sam’s  West,  Inc.  and  Sam’s  East,  Inc.  and  any
successors thereof) (such companies, the “Named Competitors”), or any other person or entity that competes with the Company with respect to any
business or activity of the Company entered into by the Company after the Effective Date; provided, however, that in the event Executive is employed
by Bain & Company, Inc., the foregoing restriction shall apply for a period of 24 months as to the Named Competitors and 12 months as to all other
companies; or

(b) Either alone or in association with others (i) solicit, or permit any organization directly or indirectly controlled by the Executive to solicit,
any employee of the Company to leave the employ of the Company, or (ii) solicit for employment, hire or engage as an independent contractor, or
permit any organization directly or indirectly controlled by the Executive to solicit for employment, hire or engage as an independent contractor, any
person who was employed by the Company at the time of the termination or cessation of the Executive’s employment with the Company;  provided
 that  this  clause  (ii)  shall  not  apply  to  the  solicitation,  hiring  or  engagement  of  any  individual  whose  employment  with  the  Company  has  been
terminated for a period of six (6) months or longer at the time of such solicitation, hiring or employment.

4.2 Extension  of  Restrictions .  If  the  Executive  violates  the  provisions of  Section  4.1,  the  twenty-four  (24)  month  period  referred  to  in
Section  4.1  shall  recommence  and  the  Executive  shall  continue  to  be  bound  by  the  restrictions  set  forth  in  Section  4.1  until  a  period  of  twenty-four
(24) months has expired without any violation of such provisions.

4.3 Interpretation .  If  any restriction  set forth  in  Section  4.1  is  found  by  any  court  of  competent  jurisdiction  to  be  unenforceable  because  it
extends for too long a period of time or over too great a range of activities or in too broad a geographic area, it shall be interpreted to extend only over the
maximum period of time, range of activities or geographic area as to which it may be enforceable.
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4.4 Equitable  Remedies .  The  restrictions  contained  in  this Section  4  are  necessary  for  the  protection  of  the  business  and  goodwill  of  the
Company and are considered by the Executive to be reasonable for such purpose. The Executive agrees that any breach of this Section 4 is likely to cause
the Company  substantial  and  irrevocable  damage  which  is  difficult  to  measure.  Therefore,  in  the  event  of  any  such  breach  or  threatened  breach,  the
Executive agrees that the Company, in addition to such other remedies which may be available,  shall have the right to obtain an injunction from a court
restraining such a breach or threatened breach and the right to specific performance of the provisions of this Section 4, and the Executive hereby waives the
adequacy of a remedy at law as a defense to such relief.

5. Proprietary Information .

5.1 Proprietary Information .

(a) The Executive agrees that all information, whether or not in writing, of a private, secret or confidential nature concerning the Company’s
business, business relationships or financial affairs (collectively, “Proprietary Information”) is and shall be the exclusive property of the Company. By
way  of  illustration,  but  not  limitation, Proprietary  Information  may  include  inventions,  products,  processes,  methods,  techniques,  formulas,
compositions,  compounds,  projects,  developments,  plans,  research  data,  financial  data,  personnel  data,  computer  programs,  customer  and  supplier
lists,  and  contacts  at  or  knowledge  of  customers  or  prospective  customers  of  the  Company.  The  Executive  will  not  disclose  any  Proprietary
Information to any person or entity other than employees of the Company or use the same for any purposes (other than in the performance of his/her
duties as an employee of the Company) without written approval by an executive officer of the Company, either during or after his/her employment
with the Company, unless and until such Proprietary Information has become public knowledge without fault by the Executive.

(b) The Executive agrees that all files, letters, memoranda, reports, records, data, sketches, drawings, laboratory notebooks, program listings, or
other  written,  photographic,  or  other  tangible  material  containing Proprietary Information,  whether  created by the Executive or  others,  which shall
come into his/her custody or possession, shall be and are the exclusive property of the Company to be used by the Executive only in the performance
of his/her duties for the Company. All such materials or copies thereof and all tangible property of the Company in the custody or possession of the
Executive shall be delivered to the Company, upon the earlier of (i) a request by the Company or (ii) termination of his/her employment. After such
delivery, the Executive shall not retain any such materials or copies thereof or any such tangible property.

(c) The Executive agrees that his/her obligation not to disclose or to use information and materials of the types set forth in paragraphs (a) and
(b) above, and his/her obligation to return materials and tangible property set forth in paragraph (b) above also extends to such types of information,
materials and tangible property of customers of the Company or suppliers to the Company or other third parties who may have disclosed or entrusted
the same to the Company or to the Executive.

5.2 Equitable  Remedies .  The  restrictions  contained  in  this  Section  5  are  necessary  for  the  protection  of  the business  and  goodwill  of  the
Company and are considered by the Executive to be reasonable for such purpose. The Executive agrees that any breach of this Section 5 is likely to cause
the  Company  substantial  and  irrevocable  damage  which  is difficult  to  measure.  Therefore,  in  the  event  of  any  such  breach  or  threatened  breach,  the
Executive agrees that the Company, in addition to such other remedies which may be available,  shall  have the right to obtain an injunction from a court
restraining such a breach or threatened breach and the right to specific performance of the provisions of this Section 5, and the Executive hereby waives the
adequacy of a remedy at law as a defense to such relief.

6. Other Agreements .  The Executive represents that his/her performance of all the terms of this Agreement and the performance of his/her duties as
an employee of the Company do not and will not breach any agreement with any prior employer or other party to which the Executive is a party (including
without  limitation  any nondisclosure or  non-competition  agreement). Any  agreement  to  which  the  Executive  is  a  party  relating  to  nondisclosure,
non-competition, or non-solicitation of employees or customers is listed on  Schedule A  attached hereto.
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7. Miscellaneous .

7.1 Notices . Any notice delivered under this Agreement shall be deemed duly delivered four (4) business days after it is sent by registered or
certified  mail,  return  receipt  requested,  postage  prepaid,  or  one  business  day  after  it  is  sent  for  next-business  day  delivery  via  a  reputable  nationwide
overnight courier service, in each case to the address of the recipient set forth in the introductory paragraph hereto. Either party may change the address to
which notices are to be delivered by giving notice of such change to the other party in the manner set forth in this Section 7.1.

7.2 Pronouns . Whenever the context may require, any pronouns used in this Agreement shall include the corresponding masculine, feminine or
neuter forms, and the singular forms of nouns and pronouns shall include the plural, and vice versa.

7.3 Entire  Agreement .  This  Agreement  constitutes  the  entire  agreement  between  the  parties  and  supersedes  all  prior agreements  and
understandings, whether written or oral, relating to the subject matter of this Agreement.

7.4 Amendment . This Agreement may be amended or modified only by a written instrument executed by both the Company and the Executive.

7.5 Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the Commonwealth of Massachusetts
(without reference to the conflicts of laws provisions thereof), except as may be preempted by the Employee Retirement Income Security Act of 1974,29
U.S.C. §1001 et seq. Any action, suit or other legal proceeding arising under or relating to any provision of this Agreement shall be commenced only in a
court of the Commonwealth of Massachusetts (or, if appropriate, a federal court located within Massachusetts), and the Company and the Executive each
consents to the jurisdiction of such a court. The Company and the Executive each hereby irrevocably waives any right to a trial by jury in any action, suit, or
other legal proceeding arising under or relating to any provision of this Agreement.

7.6 Successors and Assigns . This Agreement shall be binding upon and inure to the benefit of both parties and their respective successors and
assigns, including any corporation with which, or into which, the Company may be merged or which may succeed to the Company’s assets or business;
provided, however, that the obligations of the Executive are personal and shall not be assigned by him/her.

7.7 Waivers . No delay or omission by the Company in exercising any right under this Agreement shall operate as a waiver of that or any other
right. A waiver or consent given by the Company on any one occasion shall be effective only in that instance and shall not be construed as a bar or waiver
of any right on any other occasion. Notwithstanding the foregoing, if the Company is merged with or into a third party which is engaged in multiple lines of
business, or if a third party engaged in multiple lines of business succeeds to the Company’s assets or business, then for purposes of Section 4.1(a), the term
“Company” shall mean and refer to the business of the Company as it existed immediately prior to such event and as it subsequently develops and not to the
third party’s other businesses.

7.8 Captions . The captions of the sections of this Agreement are for convenience of reference only and in no way define, limit or affect the
scope or substance of any section of this Agreement.

7.9 Severability .  In case  any  provision  of  this  Agreement  shall  be  invalid,  illegal,  or  otherwise  unenforceable,  the  validity,  legality,  and
enforceability of the remaining provisions shall in no way be affected or impaired thereby.

* * * * *
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THE EXECUTIVE ACKNOWLEDGES THAT HE/SHE HAS CAREFULLY READ THIS AGREEMENT AND UNDERSTANDS AND AGREES
TO ALL OF THE PROVISIONS IN THIS AGREEMENT.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and year set forth above.
 
BJ’S WHOLESALE CLUB, INC.

/s/ Christopher Baldwin  /s/ Lee Delaney
Christopher Baldwin
President and Chief Executive Officer  

Lee Delaney
Executive Vice President, Chief Commercial Officer

ATTEST:  /s/ Graham N. Luce  WITNESS:   /s/ Graham N. Luce
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Agreements containing Restrictive Covenants
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Exhibit 10.3

Brian Poulliot

AMENDED AND RESTATED EMPLOYMENT AGREEMENT

AGREEMENT  dated  as  of  December  6,  2018  between  Brian  Poulliot,  whose  address  is  c/o  BJ’s  Wholesale  Club,  Inc.,  25 Research  Drive,
Westborough, Massachusetts  01582 (“Executive”),  and BJ’s Wholesale Club, Inc.,  a Delaware corporation,  whose principal  office is 25 Research Drive,
Westborough, Massachusetts (“Employer” or “Company”).

WITNESSETH

WHEREAS, Executive  and  the  Company  previously  entered  into  an  employment  agreement  dated  October  16,  2016  (the “Original Employment
Agreement”); and

WHEREAS, Executive and the Company desire to amend and restate the Original Employment Agreement to remove Executive’s residential address
from the preamble, all other terms and conditions of the Original Employment Agreement remain unchanged and are set forth herein;

NOW, THEREFORE,  in consideration of the mutual promises and covenants contained herein, the sufficiency of which is acknowledged by each
party, and intending to be legally bound hereby, the Company and the Executive agree as follows:

1. Employment and Duties .

1.1 Employment . Commencing on October 16, 2016 (the “Effective Date”), the Company agrees to employ the Executive and the Executive agrees
to be employed by the Company subject to the terms set forth herein.

1.2 Duties . As of the Effective Date, the Executive shall serve the Company as its Executive Vice President, Chief Membership Officer to serve in
such  capacity  or  other  capacities  as  designated  by  the  Board  of  Directors,  the  Chief  Executive  Officer (“CEO”)  or  his/her  designee  from  time  to  time.
During  the  term  of  this  Agreement,  the  Executive  shall  serve  the  Company  faithfully,  diligently  and  to  the  best  of  his/her  ability  and  shall  devote
substantially all of his/her business time, energy and skill to the affairs of the Company as necessary to perform the duties of his/her position, and he/she
shall not assume a position in any other business without the express written permission of the CEO; 
provided
  that the Executive may upon disclosure to
the CEO: (i) serve as a member of not more than one for-profit board of directors so long as the Executive receives prior written permission from the CEO,
(ii) serve in any capacity with charitable or not-for-profit enterprises so long as there is no material interference with the Executive’s duties to the Company
and (iii) make passive investments where the Executive is not obligated or required to, and shall not in fact, devote any managerial efforts. The Company
shall have the right to limit the Executive’s participation in any of the foregoing endeavors if the CEO believes, in his/her sole and exclusive discretion, that
the time being spent on such activities infringes upon, or is incompatible with, the Executive’s ability to perform the duties under this Agreement.

2. Compensation and Benefits.

2.1 Base Salary . The Executive shall receive a Base Salary at the rate of $375,000 per year. Such Base Salary shall be subject to periodic adjustment
from time  to  time  as  determined  by  the  Board  of  Directors  in  its  sole  discretion.  Base  Salary  shall  be  payable  in  such  manner  and  at  such  times  as  the
Company shall pay base salary to other similarly situated the executive employees.

2.2 Policies  and  Fringe  Benefits .  The  Executive  agrees  to  abide  by  the  rules,  regulations, instructions,  personnel  practices  and  policies  of  the
Company and  any  changes  therein  that  may  be  adopted  from time  to  time  by  the  Company.  The  Executive  shall  be  eligible  to  participate  in  all  benefit
programs that the Company establishes and makes available to all of its executives on such terms as the Board of Directors shall determine, if any, to the
extent that the Executive meets the eligibility requirements to participate as set forth in the applicable plan or policy. Nothing herein limits the Company’s
right to modify, change, limit eligibility, or discontinue any plan or policy at any time, with or without prior notice.
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2.3 Reimbursement  of  Expenses .  The  Company  shall  reimburse  the Executive  for  all  reasonable  and  appropriate  travel,  entertainment  and  other
expenses incurred or paid by the Executive in connection with, or related to, the performance of his/her responsibilities or services under this Agreement, in
accordance with policies and procedures, and subject to limitations, adopted by the Company from time to time.

2.4 Withholding .  All  salary  and other  compensation  payable  to  the Executive  pursuant  to  this  Agreement  shall  be  subject  to  applicable  taxes  and
withholdings.

3. Termination of Employment and Benefits upon Termination.

3.1 General . The Executive’s employment pursuant to this Agreement shall terminate upon the earliest to occur of (i) the Executive’s death, (ii) a
termination  by  reason  of  disability,  (iii)  a  termination  by  the  Company  with  or  without  Cause,  or  (iv)  a  termination  by  the  Executive.  Whenever  the
Executive’s  employment  shall terminate,  and  regardless  of  the  reason  for  such  termination,  effective  that  same  date  he/she  shall  resign  all  offices,
appointments  and/or  other  positions  the  Executive  may  hold  with  the  Company  including,  but  not  limited  to,  any  parent corporation,  subsidiaries  or
divisions of the Company or any such parent.

3.2 Termination Due to Death . The Executive’s employment shall automatically terminate upon the date of the Executive’s death. No compensation
or other benefits shall be payable to or accrue to the Executive hereunder except as follows:

(a) (i) all amounts earned but unpaid hereunder through the date of termination with respect to salary and vested but unused vacation; (ii) to the
extent not already paid, any amounts to which the Executive is entitled under the Company’s annual incentive compensation plan for the fiscal year
ended immediately prior to the date of termination; (iii) his/her vested account balance under the BJ’s Wholesale Club, Inc. 401(k) Savings Plan for
Salaried Employees; and (iv) any unreimbursed expenses incurred in accordance with Company policy (collectively, “Earned Obligations”);

(b) any amounts the Executive would have been entitled to receive under the Company’s annual incentive compensation plan had the Executive
remained employed by the Company until the end of the fiscal year during which the termination of employment occurs (prorated for the period of
active  employment  during  such  fiscal year).  All  such  amounts,  if  any,  will  be  paid  to  the  Executive’s  estate  at  the  same  time  as  other  incentive
compensation plan payments for the year in which the termination occurs are paid; and

(c) any payments or benefits under other plans of the Company to the extent such plans provide for benefits following the Executive’s death.

3.3 Termination  Due  to  Disability .  The  Executive’s  employment  may  be terminated  by  reason  of  the  Executive’s  disability,  upon  notice  to  the
Executive, in the event of the inability of the Executive to perform his/her duties hereunder by reason of disability, whether by reason of injury (physical or
mental), illness  (physical  or  mental)  or  otherwise.  For  purposes  of  this  Agreement,  a  disability  is  defined  as  the  occurrence  when  the  Executive  is
incapacitated for a continuous period exceeding one hundred twenty (120) days, as certified by a physician selected by the Executive and the Company in
good faith. No compensation or other benefits shall be payable to or accrue to the Executive hereunder except as follows:

(a) all Earned Obligations;

(b) any amounts the Executive would have been entitled to receive under the Company’s annual incentive compensation plan had the Executive
remained employed by the Company until the end of the fiscal year during which the termination of employment occurs (prorated for the period of
active employment during such fiscal year). All such amounts, if any, will be paid at the same time as other incentive compensation plan payments for
the year in which the termination occurs are paid; and
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(c)  any  payments  or  benefits  under  other  plans  of  the Company  to  the  extent  such  plans  provide  for  benefits  following  a  termination  of
employment due to disability.

3.4 Termination by the Company for Cause or by the Executive . The Company may terminate the Executive’s employment at any time for Cause by
providing the Executive notice of such termination. For the purpose of this Agreement, termination by the Company for Cause shall refer to the Company’s
termination of the Executive’s employment because it  has determined, in its sole and exclusive discretion, that he/she has: (i) refused or failed to devote
his/her full normal working time, skills, knowledge, and abilities to the business of the Company and in promotion of its interests or he/she has failed to
fulfill  directives  of  the  CEO,  the  CEO’s  designee  or  the  Board  of  Directors;  (ii)  engaged  in  activities involving  dishonesty,  willful  misconduct,  willful
violation of any law, rule, regulation or policy of the Company or breach of fiduciary duty; (iii) committed larceny, embezzlement, conversion or any other
act  involving  the  misappropriation  of the  Company’s  funds  or  property;  (iv)  been  convicted  of  any  crime  which  reasonably  could  affect  in  an  adverse
manner  the  reputation  of  the  Company  or  the  Executive’s  ability  to  perform his/her  duties  hereunder;  (v)  been  grossly negligent  in  the  performance  of
his/her  duties;  or  (vi)  materially  breached  this  Agreement  including,  but  not  limited  to,  his/her  obligations  set  forth  in  Sections  4  and  5  below.  If  the
Executive’s  employment  terminates  pursuant  to  this Section 3.4 by the  Company for  Cause or  by reason of  the Executive’s  resignation  at  any time,  the
Executive shall only receive the Earned Obligations, if any, through his/her termination date. Nothing herein waives any rights the Company may have for
damages or equitable relief.

3.5 Termination  by the  Company Without  Cause .  The  Company may terminate the  Executive’s  employment  without  Cause  at  any time effective
upon the Executive’s receipt of notice of such termination. No compensation or other benefits shall be payable to or accrue to the Executive in the event of
his/her termination without Cause except as follows:

(a) all Earned Obligations;

(b) Subject to the Executive entering into a binding and irrevocable release of claims and separation agreement prepared by the Company and
the expiration on or before the 60 th  day after the Executive’s separation from service of any period during which the Executive is entitled to revoke
the release, the Executive shall be eligible on such sixtieth (60 th ) day to receive:

(1) continuation of Base Salary for a period of twenty-four (24) months (the “Severance Period”), payable in such manner and at such
times as the Executive’s Base Salary was being paid immediately prior to such termination;

(2) an amount equal to the difference between the Executive’s actual COBRA premium costs and the amount the Executive would have
paid  had  the  Executive  continued  coverage  as  an  employee  under  the  Company’s  applicable  health  plans  without  regard  to
the pre-tax benefits the Executive would have received under the BJ’s Wholesale Club, Inc. Flexible Benefits Plan provided that the
Executive elects to continue to participate in the Company’s medical and/or dental plans for team members pursuant to a valid COBRA
election  (and  if  and  only  if  such participation  is  legally  and  contractually  permissible)  and  provided,  however,  that  the  Company’s
obligations  under  this  clause  3.5(b)(2)  shall  (A)  not  extend  beyond  the  Severance  Period,  (B)  be  eliminated  if  the  Executive
discontinues COBRA benefits or (C) be reduced or eliminated to the extent that the Executive receives similar coverage and benefits
under the plans and programs of a subsequent employer or entity or becomes eligible for similar coverage under a spouse’s employer;

(3) any amounts the Executive would have been entitled to receive under the Company’s annual incentive compensation plan had the
Executive  remained  employed  by  the  Company  until  the  end  of  the  fiscal  year  during  which  the  termination  of  employment  occurs
(prorated for the period of active employment during such fiscal year). All such amounts, if any, will

be paid at the same time as other incentive compensation plan payments for the year in which the termination occurs are paid; and
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(c)  payments  or  benefits  under  other  plans  of  the  Company  to the  extent  that  the  plans  provide  for  benefits  following  a  termination  of
employment.

Notwithstanding the foregoing, the payments and benefits described in Section 3.5(b) above shall immediately terminate, and the Company shall have
no  further  obligations  to  the  Executive  with  respect  thereto,  in  the  event  that  the  Executive  (i)  becomes  employed  by Wal-Mart Stores,  Inc.,  Costco
Wholesale Corporation, Sam’s Club, or any of their respective subsidiaries or affiliates; or (ii) breaches any provision of Sections 4 or 5 of this Agreement.

3.6 Special Rules Applicable to Deferred Compensation .

Notwithstanding  anything  herein  to  the  contrary,  Sections  3.3(a),  3.3(c),  3.4,  3.5(a)  and  3.5(c)  shall  be  construed  and applied  so  that  the  time  of
payment of any amount constituting the deferral of compensation, within the meaning of Section 409A(d) of the Code and the regulations issued thereunder,
shall be determined in accordance with the plan or other arrangement providing such payment and shall  not be accelerated as a result of the Executive’s
disability or termination of employment to which this Agreement applies.

4. Non-Competition  and  Non-Solicitation .

4.1 Restricted Activities. While the Executive is employed by the Company and for a period of twenty-four (24) months after the termination or
cessation of such employment for any reason, the Executive will not directly or indirectly:

(a)  Engage  in  any  business  or  enterprise  (whether  as  owner,  partner,  officer,  director,  employee,  consultant, investor,  lender  or  otherwise,
except as the holder of not more than 1% of the outstanding stock of a publicly-held company) that is competitive with the Company’s business. A
business or enterprise shall be deemed competitive if it shall operate a chain of membership warehouse clubs (by way of example but not limitation,
Sam’s  Club  or  Costco  or  their  respective  affiliates),  warehouse  stores  selling  food  and/or  general  merchandise,  or  any  other  person  or  entity  that
competes with the Company, including without limitation Wal-Mart Stores, Inc., Target Corporation, or any of their respective affiliates; or

(b) Either alone or in association with others (i) solicit, or permit any organization directly or indirectly controlled by the Executive to solicit,
any employee of the Company to leave the employ of the Company, or (ii) solicit for employment, hire or engage as an independent contractor, or
permit any organization directly or indirectly controlled by the Executive to solicit for employment, hire or engage as an independent contractor, any
person who was employed by the Company at the time of the termination or cessation of the Executive’s employment with the Company; provided
 that  this  clause  (ii)  shall  not  apply  to  the  solicitation,  hiring  or  engagement  of  any  individual  whose  employment  with  the  Company  has  been
terminated for a period of six (6) months or longer at the time of such solicitation, hiring or employment.

4.2 Extension  of  Restrictions .  If  the  Executive  violates  the  provisions  of Section  4.1,  the  twenty-four  (24)  month  period  referred  to  in
Section  4.1  shall  recommence  and  the  Executive  shall  continue  to  be  bound  by  the  restrictions  set  forth  in  Section  4.1  until  a  period  of  twenty-four
(24) months has expired without any violation of such provisions.

4.3  Interpretation.  If  any  restriction  set  forth  in  Section  4.1 is  found  by  any  court  of  competent  jurisdiction  to  be  unenforceable  because  it
extends for too long a period of time or over too great a range of activities or in too broad a geographic area, it shall be interpreted to extend only over the
maximum period of time, range of activities or geographic area as to which it may be enforceable.

4.4 Equitable  Remedies . The  restrictions  contained  in  this  Section  4  are  necessary  for  the  protection  of  the  business  and  goodwill  of  the
Company and are considered by the Executive to be reasonable for such purpose. The Executive agrees that any breach of this Section 4 is likely to cause
the  Company  substantial  and  irrevocable  damage  which  is  difficult  to  measure.  Therefore,  in  the  event  of  any  such  breach  or  threatened  breach,  the
Executive agrees that the Company, in addition to such other remedies which may be available,  shall have the right to obtain an injunction from a court
restraining such a breach or threatened breach and the right to specific performance of the provisions of this Section 4, and the Executive hereby waives the
adequacy of a remedy at law as a defense to such relief.
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5. Proprietary Information.

5.1 Proprietary Information.

(a) The Executive agrees that all information, whether or not in writing, of a private, secret or confidential nature concerning the Company’s
business, business relationships or financial affairs (collectively, “Proprietary Information”) is and shall be the exclusive property of the Company. By
way  of  illustration,  but  not  limitation, Proprietary  Information  may  include  inventions,  products,  processes,  methods,  techniques,  formulas,
compositions,  compounds,  projects,  developments,  plans,  research  data,  financial  data,  personnel  data,  computer  programs,  customer  and  supplier
lists,  and  contacts  at  or  knowledge  of  customers  or  prospective  customers  of  the  Company.  The  Executive  will  not  disclose  any  Proprietary
Information to any person or entity other than employees of the Company or use the same for any purposes (other than in the performance of his/her
duties as an employee of the Company) without written approval by an executive officer of the Company, either during or after his/her employment
with the Company, unless and until such Proprietary Information has become public knowledge without fault by the Executive.

(b) The Executive agrees that all files, letters, memoranda, reports, records, data, sketches, drawings, laboratory notebooks, program listings, or
other  written,  photographic,  or  other  tangible  material  containing Proprietary Information,  whether  created by the Executive or  others,  which shall
come into his/her custody or possession, shall be and are the exclusive property of the Company to be used by the Executive only in the performance
of his/her duties for the Company. All such materials or copies thereof and all tangible property of the Company in the custody or possession of the
Executive shall be delivered to the Company, upon the earlier of (i) a request by the Company or (ii) termination of his/her employment. After such
delivery, the Executive shall not retain any such materials or copies thereof or any such tangible property.

(c) The Executive agrees that his/her obligation not to disclose or to use information and materials of the types set forth in paragraphs (a) and
(b) above, and his/her obligation to return materials and tangible property set forth in paragraph (b) above also extends to such types of information,
materials and tangible property of customers of the Company or suppliers to the Company or other third parties who may have disclosed or entrusted
the same to the Company or to the Executive.

5.2 Equitable  Remedies .  The  restrictions  contained  in  this  Section  5  are  necessary  for  the  protection  of  the business  and  goodwill  of  the
Company and are considered by the Executive to be reasonable for such purpose. The Executive agrees that any breach of this Section 5 is likely to cause
the  Company  substantial  and  irrevocable  damage  which  is difficult  to  measure.  Therefore,  in  the  event  of  any  such  breach  or  threatened  breach,  the
Executive agrees that the Company, in addition to such other remedies which may be available,  shall  have the right to obtain an injunction from a court
restraining such a breach or threatened breach and the right to specific performance of the provisions of this Section 5, and the Executive hereby waives the
adequacy of a remedy at law as a defense to such relief.

6. Other Agreements .  The Executive represents that his/her performance of all the terms of this Agreement and the performance of his/her duties as
an employee of the Company do not and will not breach any agreement with any prior employer or other party to which the Executive is a party (including
without  limitation  any nondisclosure or  non-competition  agreement). Any  agreement  to  which  the  Executive  is  a  party  relating  to  nondisclosure,  non  -
competition, or non-solicitation of employees or customers is listed on Schedule A  attached hereto.

7. Miscellaneous.

7.1 Notices . Any notice delivered under this Agreement shall be deemed duly delivered four (4) business days after it is sent by registered or
certified  mail,  return  receipt  requested,  postage  prepaid,  or  one  business  day  after  it  is  sent  for  next-business  day  delivery  via  a  reputable  nationwide
overnight courier service, in each case to the address of the recipient set forth in the introductory paragraph hereto. Either party may change the address to
which notices are to be delivered by giving notice of such change to the other party in the manner set forth in this Section 7.1.
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7.2 Pronouns . Whenever the context may require, any pronouns used in this Agreement shall include the corresponding masculine, feminine or
neuter forms, and the singular forms of nouns and pronouns shall include the plural, and vice versa.

7.3 Entire  Agreement .  This  Agreement  constitutes  the  entire  agreement  between  the  parties  and  supersedes  all  prior agreements  and
understandings, whether written or oral, relating to the subject matter of this Agreement.

7.4 Amendment . This Agreement may be amended or modified only by a written instrument executed by both the Company and the Executive.

7.5 Governing Law . This Agreement shall be governed by and construed in accordance with the laws of the Commonwealth of Massachusetts
(without reference to the conflicts of laws provisions thereof), except as may be preempted by the Employee Retirement Income Security Act of 1974,29
U.S.C. §1001 et seq. Any action, suit or other legal proceeding arising under or relating to any provision of this Agreement shall be commenced only in a
court of the Commonwealth of Massachusetts (or, if appropriate, a federal court located within Massachusetts), and the Company and the Executive each
consents to the jurisdiction of such a court. The Company and the Executive each hereby irrevocably waives any right to a trial by jury in any action, suit, or
other legal proceeding arising under or relating to any provision of this Agreement.

7.6 Successors and Assigns . This Agreement shall be binding upon and inure to the benefit of both parties and their respective successors and
assigns, including any corporation with which, or into which, the Company may be merged or which may succeed to the Company’s assets or business;
provided, however, that the obligations of the Executive are personal and shall not be assigned by him/her.

7.7 Waivers . No delay or omission by the Company in exercising any right under this Agreement shall operate as a waiver of that or any other
right. A waiver or consent given by the Company on any one occasion shall be effective only in that instance and shall not be construed as a bar or waiver
of any right on any other occasion. Notwithstanding the foregoing, if the Company is merged with or into a third party which is engaged in multiple lines of
business, or if a third party engaged in multiple lines of business succeeds to the Company’s assets or business, then for purposes of Section 4.1(a), the term
“Company” shall mean and refer to the business of the Company as it existed immediately prior to such event and as it subsequently develops and not to the
third party’s other businesses.

7.8 Captions . The captions of the sections of this Agreement are for convenience of reference only and in no way define, limit or affect the
scope or substance of any section of this Agreement.

7.9 Severability .  In case  any  provision  of  this  Agreement  shall  be  invalid,  illegal,  or  otherwise  unenforceable,  the  validity,  legality,  and
enforceability of the remaining provisions shall in no way be affected or impaired thereby.

*    *    *    *    *
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THE EXECUTIVE ACKNOWLEDGES THAT HE/SHE HAS CAREFULLY READ THIS AGREEMENT AND UNDERSTANDS AND AGREES
TO ALL OF THE PROVISIONS IN THIS AGREEMENT.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and year set forth above.
 
BJ’S WHOLESALE CLUB, INC.    

/s/ Christopher Baldwin    /s/ Brian Poulliot
Christopher Baldwin
President and Chief Executive Officer    

Brian Poulliot
EVP, Chief Membership Officer

 
ATTEST:   /s/ Graham N. Luce    WITNESS:   /s/ Graham N. Luce
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Christopher J. Baldwin, certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of BJ’s Wholesale Club Holdings, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements  made,  in  light  of  the circumstances  under  which such statements  were made,  not  misleading with respect  to  the period covered by this
report;

 

3. Based on my knowledge, the financial  statements,  and other financial  information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The  registrant’s  other  certifying  officer  and  I  are  responsible  for  establishing  and  maintaining disclosure  controls  and  procedures  (as  defined  in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

 

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 b. [Intentionally omitted];
 

 c. Evaluated  the  effectiveness  of  the  registrant’s  disclosure  controls  and  procedures  and  presented  in this  report  our  conclusions  about  the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal  quarter  (the  registrant’s  fourth  fiscal  quarter  in  the  case  of  an  annual  report)  that  has  materially  affected,  or  is  reasonably  likely  to
materially affect, the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 

 b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: December 7, 2018
 

By: /s/ Christopher J. Baldwin

 

Christopher J. Baldwin
Chairman, President and Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Robert W. Eddy, certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of BJ’s Wholesale Club Holdings, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements  made,  in  light  of  the circumstances  under  which such statements  were made,  not  misleading with respect  to  the period covered by this
report;

 

3. Based on my knowledge, the financial  statements,  and other financial  information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The  registrant’s  other  certifying  officer  and  I  are  responsible  for  establishing  and  maintaining disclosure  controls  and  procedures  (as  defined  in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

 

 
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 b. [Intentionally omitted];
 

 c. Evaluated  the  effectiveness  of  the  registrant’s  disclosure  controls  and  procedures  and  presented  in this  report  our  conclusions  about  the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

 

 
d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal  quarter  (the  registrant’s  fourth  fiscal  quarter  in  the  case  of  an  annual  report)  that  has  materially  affected,  or  is  reasonably  likely  to
materially affect, the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 

 b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: December 7, 2018
 

By: /s/ Robert W. Eddy

 

Robert W. Eddy
Executive Vice President, Chief Financial and
Administrative Officer
(Principal Financial Officer)

 



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of BJ’s Wholesale Club Holdings, Inc. (the “Company”) on Form 10-Q for the quarterly period ended
November 3, 2018 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Christopher J. Baldwin, Chairman, President
and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that:
 

 1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
 

 2. The  information  contained  in  the  Report  fairly  presents,  in  all  material  respects,  the  financial  condition and  results  of  operations  of  the
Company.

Date: December 7, 2018
By: /s/ Christopher J. Baldwin

 

Christopher J. Baldwin
Chairman, President and Chief Executive Officer
(Principal Executive Officer)

 



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of BJ’s Wholesale Club Holdings, Inc. (the “Company”) on Form 10-Q for the quarterly period ended
November 3, 2018 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Robert W. Eddy, Executive Vice President,
Chief Financial  and  Administrative  Officer  of  the  Company,  certify,  pursuant  to  18  U.S.C.  Section  1350,  as  adopted  pursuant  to  Section  906  of  the
Sarbanes-Oxley Act of 2002, that:
 

 1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
 

 2. The  information  contained  in  the  Report  fairly  presents,  in  all  material  respects,  the  financial  condition and  results  of  operations  of  the
Company.

Date: December 7, 2018
 

By: /s/ Robert W. Eddy

 

Robert W. Eddy
Executive Vice President, Chief Financial and
Administrative Officer
(Principal Financial Officer)


