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At the end of Novermber 2037, Chipotle Mevican Grill announced that Steve Ells, chairman and CEO—and the founder of
e company in 1553 vouldrelinquich e il of CEO and become xaeutive i flloving th comgleton of 3
search o dentif v CEO, Ells receramended he change in s ol othe company's Bord of Dirctors,indicting ¢
Would“slles et focus oy sreneth. i nnd bringing nnoration fo he vy e socs and peparecur
food. 2 e vk hard o restor our brand,  belee e cancapalize o cpportuntes, ncadin i aress Fagec
50 2t dighal xperience, e nnovation,ddlivry, caterin, anddoasti and iterational

espansion,to delver sigaificant gowh.™ A thre-person serchcommite that inladed Steve Ellsand
0 dirctos s formed o deniy e ender it emsonsraed tarnaround spertiet help addres the
allenges Fcing the compan, fmprre exeton, buld astorme st and e sl As o ey Februay 2018,
et CEO had been mounced.

‘During 2o, there were two more ncidents offood posoning at Chipofle restaurasts hat were widly publiized. Tn
Jul,  crone-sourced vebsite, Iaspoisoned com, inicated that 33 persons reported becomingl afr cating at
Chiptl restaaant in Stering Vicginia, a Washington subarb. Chipol promply dosed the rstauran for  “horoagh
saniization” aod reopened it o days aer In December, here e reports ofsck employees and customars ata.
Chipotl restarant in Los Angels. Caiptle letedlcal bealth offcials, el th employes ot of work and nsttted
beightened preventativeprocedares. ocal helth oficelspromply began a iovestigatio,inspected the premiss, and
wereplased with the operations. Therestaurant reainedopen. ofh ncidnts spooled ivestrs, iggered immadiate
3eclines i e stock price, and eigaitdconosens ave whehr Chipal had foly sesolved isfod safety fsues.
In amnouncing Chipele's 207 fnancial rsuls n Febraary 2048, Stve 1 commmented onthe company’scngoing
ot egai th confdenceofcustomers nd rstoe the appelofdining at ove of Chipotle's 2400 ocations:
‘During 203, ve have madeconsidrablschanges around leadershi, operatons, and long tarm lanning and t 5
claarthat, e thre i stll ok f be dons, e ae startng 10 se Sorgesuccess. 2048 marks he 25h amniversary
of Chipotle a0 T am encoraged by thedadicationall ofour gassts 30 amployees Raveto this brand.Our focus
s year il b to contins perecting th dining xperienc, exbancing he st expaience through nnorations
in Giia 3 catring, 25 1S n oo FStuRaBte V& ars AHEE 954 progrec o out eBch o 2 e
(CE0 o can mprove sxcution, drve sles 2nd ansbl Chipol o relizeour smormoss ptential -
s farther ndicted hat management xpected sles ncreass in 2018 a restaurant locatons openat east 13 months
wouldbeinthe low sngls digis.
In.uly 2048, Chipotl once again had a foodsaey laps tis fodbornelless ontreak sickened ver 600 cstomars
ata rstauran ot outsde of Colarmbus, Obi Healh offical atcbated theproblem tobactera that ormed when
coran food s vere lf ot at unsaf temperatures. Upon eaming the canse, Chipl op managemoent mmediaely
‘mnounced it vould s rersiningof al s resasrat vorkers nationid e flloving ek 1ile th compary's
Stok pricedropped aboat 7 percent on s ofthe ncident i recorered quickly since customer rafic at Chipolle
cestaurants matiomvidevs argely unaffctad and the company' e prforance seemad o beon the upsving
remained amid reports hatth company vas testing a mumber of e mem exhancements,perbaps to ndad the
‘2d8ion o s v breakfac e 2nd sarercpening oz,

e
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CHIPOTLE MEXICAN GRILL'S EARLY YEARS

‘Steve Ells graduated from the Calinary Tsttuteof Ameica and then worked frto ears at Stars Rstaurant n San.
‘Francisc. Soon afr moring to Demver,bebegan working on lass o open ki ovn restauran, Geded by a comriction
hat food served fastdd not et b low qualty and that dlicios ood &l ot e o b expensive e came vt
the conceptof Chipols Mesican G 1¥hen th it Chipoterestaurantopensd in Do n 1993, became aninstant
it Ptrons wacestracted by the experencs of geting better qualiy food served o nd diing n  restaurantseting
that s more spscale snd sppealing han S of raditionsl st food enterpies, Oves the net severlyear, EI
‘pened more Chipoterestaurants in Deover and ot Colorado locations.

1 vison for Chipolewas o change the vy peoletink bowt and a st food.”Tking i npiration from

faturs comamarly foued in any fie-Gining rstaants, 1 stategy fo Chipotle Mexican Grill vas predicated on

s emants

+ Saringfocsed mems ofburts, tacs, bt b (a burit ithont e tortls), and sl

+ Usinghighuality, freh ingredints and dasi cooking oethods o crategeat tating, ressonaby-priced dishes
Srepared o crder andreads to e served 0 2 ites s ey e odared T

- Enabiing cotomers o slecttheingredients ey wanted i achdish by spesking direty tothe
employes sizembing e dich onth sering e

- Creatingan aperaionlly efcientrestaarat vith ansesthetcalyplssing ntercr

- Buldinga specialpeoplecultue compried ofiendy, bigh prforming people motated t taks good e ofeach
customser nd amponsred o ckiere bigh sandards,

+ Doing lof this vithincressingavarenessand respetfor the nvirnment and by sing orgnically-gonm fesh.
Srodice nd mests risd n 8 Frmane manner vithot hormones and ntbiotics.

1998, trigued by waat  saw bappeningat Chipote McDonald's st acquied an ol ovnarship stk n the
fsdglingcormpany, then acquired  cntrolin interst n arly 2000. Bat MeDonald' recognized he valuaof EIs
visionar laadersip and Kept him i th ol o Chipol’ chief executie afier  gained maority vnership. Draving
‘apon e ivestosent apital providad by MeDosil % nd s dscade of xpartise i supply chn ogistics, expanding 3
restaurant eha, and operating restaarants fficenty, Chiptle—under EIs atchal and passionategudance—
enbarked on along term strategy 1o open ne restaurants and expand s marke corerage. B year nd 2005, Chipls
ad 8 lcatons in 24 state. A 2005 dra 03 lose insomevia of 2 suprisemave, MeDonalds op rmanagement
dterminethat fntead of continuing to parent Chipofle'sgronth it would fak the company publi and give Chipofle
‘management a e ein i chating he company’ fotare ronh and strategy An il publcofferingofshares vwas
beldn Jamary 2006, ad Stve El wasdesignated a Chipofl’s CE0 and Chaiman ofhe Bcard. During 2006,
through e Jamuary PO,  secondary offrng in My 2006, and  ax-fre exchange offe n October 2006, MeDonalds
disposed o it entire onmership inerestin Chipotle Mexican Grll.
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CHIPOTLE MEXICAN GRILL IN 2018

Going into 2018, Chipotie perated 2,963 Chipotl Mesican Gel rstanrans in g7 sates andthe Disrict ofColambia,
Pl 2410 Canads. 1n England, 6 in Fane,and 1 i Germsany: n addtion to e 2 000 Chipol locaions, e
company had experimented vith ransfring s Chipote modsl for Mevian food o ofhercusines over the ast seven
eas and curtently opeated  small fst caseal pizzachainclld Pizzria Locale that had sevenrestaurants n four
stats, and e burger-fis-<hakes restarant called Tasty Mads,gving it tofal f 2,408 rstaurants. In 201, Chipolle
decidd to abandon it fforts t us high-qulty,freh ingredients and casic cooking methods to ceate geat asing
reasonabypriced Asan dishes; al 5 ShopTouse Sofheast Asian Kitchen restaurant opened Fom 201 troagh 2016
wer closed st daterminingthat detingfuther sfort o perfct he ShopHouseconceptand mvest apial o
expand the mmberof ShopTHonselcatons as ot fustfied i lgh f th curent dificulies being encouered .
reriing ales and gronth at 5 core Chipotle Mexican Grll busioess. The Tasty Made location as dosed in March
2018, becausetvo earsoffnetuning and teaking of cperationsfaied t producesaisfatoryrevemue-cst rofit
cconomics. Chipotl mazagement panned 0 open between 190 and 150 addtional restaurants in 2048, all o i
e expetad o be Chipotle restaurants.

Menu and Food Preparation
T e at Chipote Mevican Gelrestaurants vas quite limited—burito, bureto bovis tacos and | Fagess.
el sf ik, s e, s et ik o sl e el f s d
argtas il e e st ool bertags vas e e et vas e by
bl costomre to ot e bt b b s 128 s i oo it vy Oions
inlnde e e st o ot o or g bk e brono e e e o e
2 i copped i, e of uh s st peprs o s, s, el o e,
‘queso, shredded cheese, lettuce, and tortilla chips seasoned with fresh lime and salt. In addition, it was restaurant policy
ok syl s o st et ol b e oo on b,

Fromthe oatse, Chipolesmena srategy had been o kesp i sple, do a e things exceptonaly wll, and ot inlude
menselacions (ks cofe and dessert) that complicatedstore operations and impaied efficieny. Wil it vas
management’ raciceto considr mam addfions, e mar offrings had remained fandamentaly the same sine the
additionofburito bovis in 2005, of Sofias (:breddd organ tof braised vith chipotl s, soasted poblancs,
and 2 blend of aomti spices)a  meat alrnative i 2013 0 2014, the addifion of chorizo sausage s a st option
in 2046, and the 47 addition of queso (madeof aged cheddar cheese tomatoss, tomatlos, an seveal vrietis of
peppers). Sofar, he comapany had reectd the option ofopeningcarlies n the day and offring  breakast mer.
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‘The food preparation area of sach restaurant vas equipped with stoves and grills pots and pans, and an assortment of
atting ke, vire vhisks, 253 offr tchen wensls, Thare vas 3 valk i efgarstor stockedvathingredients, and.
supplies ofherbs, spices, and iy goodssuch s ice. The work space more closlyresembld the laoat of the ichen i
 finedinin restauran fhan e cooking aea oftypicalfst food resanrant that made exteniveuseof atoruated
<osking aquprment and micconave, Unel b foodcontamination 3 food sefey ncidnts 12 Q4 5. all of e e
Selacions and optional etra ware prepared from seatch i sach Chipotlelocaton-hours west o preparing food o
it althongh someems e prepared fom rsh ngredients i aea commisares. Kitchn crevs wed dlassic
cosking msthods—they mainatedsnd gilled the chiken snd teak. and-cot poduce snd herbs, made freh ks and
‘vscamole,and cooke o n sl baiche troughost the day, Vhilethe food preparation method vere laber.
intnsiv, e lnsted mems created eficiences that helped asp costs donm.

‘ood peparation method st Chipotle's rstaurats vere ovechanld n lte 5015 inresponseto e food contamination

incdents. Thegoal was o delop an industry leaing food safety program alizing e assstance and

cecommendationsof ighly respected expets. Corponents o henav program incladed:

- Da-based tstingof many ingredientsto aaluat e qualtyand safty befrethe were shippedto Chipols
resamants,

- Changes tofood preparation and food hanelingpractiss, incloding ashing and cutting some prodace tms (such s
tomatoss nd romainelatuce) n cental Kichens.

- Blanching of some poduce e (ncading aocades, onioss, lapenos, and tras) i each restaurant bfors cutiog.
hem

+ New protoelsfor marinating meats.

+ Utlizing the Food and Drag Administrations Hazard Analyss Criica Contol Point (HACCP) management sstemto
enbanceiternal controlsrltin to food ety

- Insitting ntenal raining programs to ansurethat all emploees horoughly anderstand the compan's neviy
imposed sandards fo foodsafey and food handling.

- Oferng paid sckeaveto employee o redace ncentves for employes o work whesick.

- Iplementingsticer standards fo food preparation, deanlines, and ood safety at all of thie company’s restanrants.

- Strengtheningefforts to ensurethat the company remained in fll compiance it ll pplicable federal,tat, and
ol food sty regaltions

‘Qualiy Assurance and Food Safety Chpotss qualiy ssurance dspartment was charged with establshing and.
oitoring quaiy and foed saey messures hronghout the company’s supply chain. There e qulfty and fod afety
Standardsfr farms that grev ingredintsused by company rstaurants,approved suppliers theregional  paga oz
istrbation centers hat purchased and delveredproducts o therestaurant, and fronline employeesin.
the bitchen and o the sring ines st restaurasts Toe food ey prograss for supplier and resaurants vere
designed to ensurecompliance ith appicblefdaral, state, and local food sefety realations. Chipotl’ traning and
sk management departments deloped and implemented opeating standards fo food qualiy, preparaton,
leaaliess, and safey in company restauanss.
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Chipotle’s Commitment to “Food With Integrity”
In 2003 and 2004, Chipotle began a move to increase its use of organically grown local produce, organic beans, organic:
Gy s e s o i e e e i vt e et
v s corainig o e Al s s et vt g T i m it
st f o s et s 1 s s s P
Cipets cpeant n o gt g - Tond VL e st et et
el e oy o g oyt kb . o o s P
g ot g s by o et e e

“To mplemmen he Food 4ith Integityiiitve, the company bagan working vith expets i the areas of animal athics
oy support more bamane faring emviromoents, and  tarted vsiting the fams and ranchesfrom which
btained meats and freh prodace. It lsobegan nvetigatng using o produce sapplied by famers who rspacted
the environment, avoided we of hemicalfrizrs and pesticides,folloved U.S. Department of Agicaltre standards
fo groving organi products,and wsed agicltralysustainable mafhods e conservation tllage mathods that
mproved ol conditions and educed eroson. Smultaneousy, ffrts weremad o sourceagreaterportion ofprodcts
Tocally(vihin 350 e of th restaurats wherethe wre usd) whie i season. T ranstion to wing organically
rown ocal prodace and saturalyraised msats oocured gradually becausei tok timefor Chipotl to develop suffcent
Sources o splytoaccommdate the equirements o s groving mumber of restauran ocation. Meats raised vithout
the e ofnon-Sherapetic ansbiotcs o added Bormones and et other Chipote andards vere brandad and.
promotedas “Rasponsiby Raised.”Chipotlecomplted a o-year fnitiativein 2015 totop sing ingredients rov,
with gticaly modifie sead sl of s icheso e extent hat s poseble n ey intances, he saturlly
rased meats Cipote ued vere sl being raised on anima feds contaning grains hatvere genetialy modifid;
‘moreove, many of the branded beveragesChipoteseved conained corn-based swestenrs ofen made with gnstially
modifid com.

‘Nosethless,Chipele il aced angoing challngesin 2048 in aways wsing crgani prodcts, ol growm prodce,
‘s aturaly sed mets i al e e at ol of e restasrant ocatons bcause of hor rpplis, While roving
‘mumbers of farmersvere enfering int the production of hasefems and supplies vere o the upsing. housebold
purchases of thee sams fms tocal farmers markts nd supermarkets wareereasog svily, and monating
‘mumbers of restaurants werencorporating organic and oally-growproduce and natural meas o ther dishas.
‘oraore,th costs ncarred by organi faroarsand thegrowers of natuallyralsed meats vere typicaly igher.
‘Organicalygrovn cropscfentock longer  rov and cropields were sualysmaller, Gronh refes and weight gin
wereypicallyloverfr shicken. cale.and pigs that e fd ol vegetaiadists conaining o ansbiotic nd ot
‘v groh hormones. Hencs he priesof organicly-grov prodce and naturaly-rased mests vere oot oy
bigherbut s subject o sarp apvard swings where and when suppliccond not kaep up it ising demand.
‘Consequantl, hen peiodic suppy—demand imbalancesproduced market condiions whers cartainfams tht Chigols
‘sedinits dishes were ither unavallble orprokibitiely highpried,some Chipofle restaurants temporaly reverted—
inth ntres of preseuing th compary'sreputatofo providing great ood at ressonabl pice and protecing
Drofit mangins—tothe e ofconentonal prodcts unt supplyconditons and prices mproved. When certain Chipotle
restaurants versford 0 serv comventionaly raised meattvas company pracie to disclose this temparary cange
o sigageineach affcte restauran s hat cstomers could avoid those meats i they choose 0 8050,
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‘Despite the attendant price-cost challenges and supply chain complications, Chipotle executives were fnmly page 26
committed to contining the Food Wih Intagey intiatie going forvard. They &l it vas vry important

forChipol o e a lsade in responding to and acing on mounting consamerconcerns bout food mtrton, vhere
thelrfood came from, o ruts and vegetables vere grovs, and bow animal used for meat were raised. nd they
dfimitaly wanted cstomerstorview Chipote Mesican Gl s 2 lce that used high-quality ttr fo you” ngrediets
it ishe, Giventh record of xonth i cstomertafi st Chipol rstanrants potihstandin the rcent food
poisoning icidents, Chipotle executivs balevedthe company could ope vith the kliiood rganic and ntural mest
ingrdents wonld reman more expensie han comventinally rase, commoditypried equivalnts. Over the ongar
torm,the anticpated th pice olatity andshortage of organicaly-grown ngrediets and natural meats vorld
aradually isipate 25 groving demand fo such prodcts attacted more smal rmersand arger agricularal
Soterprice o boostsupplie.

Serving Orders Quickly
Cusf Ciptis gt oraionshd e i iy v cstome?'s e ady i s
ot v g e g o ey e i g o vt i ot e e b
s i e e s i e sl s o ot 50
vt o et s 4 o i et e et S e st e e
g o s i e s Tl g 5 i ot o
e ey gt e et 20 5830 oo s b, e e o oo
g etk s o b, Atapenes v ot e i e o o
oo o i o et ok s P 5 i o g
g g e e e v i e o e et e e RS
e oo o s o e . To e 1o i o s vt o
gt et s xtomers el e o e g g ooy o o s el
Eotviion g oo pencs (oo oy s ), el i o
s oo i f By e v s oy Lo

Catering
In 2013, Chipotle introduced an expanded catering program to help spur sales atits restaurants. The menu offerings
e 1 e e e
o o o 00200 prple s chc of v oo

+ The i e e chihe, st o cras, o St g

T ot SpratA e f e chicha, sl bacn ot o S

* Vee prsi A chkoeof s Sfta, et grcamcle, o aveggs.
B —
a5 o ol o o o g s o b
-
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‘For castomars wanting to accommodate a smaller group of six or more people, Chipotle offered a Burritos by the Box
option ith achoios of meat, Sofias, o glled veggie o an assotmnt of thse) pls whit o brown i, black
eans, il spics salsa, and ceese; o each o buritos i he box. 2 bag of cips and small containers of tomatllo-
resn cil e, Fuscamcle, and o cream wereincladed.
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SUPPLY CHAIN MANAGEMENT PRACTICES ‘

Chiptls sxecatives wers actsly avarethat mintaning bighlvel of food qualiyinthe company's rstaurants dependsd
i part o scquiing bigh quslity, fech inredient an othernecessary supplis tht et company speiications, Oves e
sears,thecompany had dersloped long term rlaionships i a ouber of reputable food industy suppliers hat could
‘et Chipofl’ qualty standards and andestood he importance of blping Chipole e up o s Food With Intagrity
‘mission. Chipolevorked vith the supplieson an ngoing basis o esablish and mplement a et o forvard, fsed and
formla pricng rotoelsfor dtermining thepricestht suppliers charged Cipotefo varios ems. Relzble sppliers
tat could et Chipotle's ity specificationsand were willig o comply ith Cipotel setofforvard, e, page&-125
‘and formala-pricing protocol and guidsines fo certain producs wereputon Chipole' st of approved

supplirs. Chipotie constantlyvorked to ncreae the mumber of approved supplies fo ingradients o elp miigate supply
hortages and e sssoistd vlailty of ngradien pics. In addfion,Chipote personnel dligenly monitored nduty
s, radassues,veather, exchangarates,frega derand, crses, and fber world eventsso 2o better anficipate
potential impacts on ingredient prices.
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RESTAURANT MANAGEMENT AND OPERATIONS

Chipotlesstrategy for opeating s restaurants was based onth principl that “he front line i ey Therestaurant
2nd Ktchen dasins intetionaly laced mostsore personnsl up front where they conldspek o customers na
personal and ospitable manser, whether prepaing food s of customizing th dish odered by acustormer moving
long the serviceie. The open itchen design llowed customars o see exployeespreparingand cooling ngredien's,
reinforcingthat Chipotl's food vas reshly made sach . to parsonnel,especially those who prepared dishes on he
sevin line ere epacte todeliara customer-plesing eparienc ‘one burrito atatime” e ach customar
indicidal atenton, and make every offor o respond postielyt cstomer requests and suggestions. Speial efort
s made to i and rta people o were personableand conld belp delivr  posiie castomer experince.
Management blived hat creaing  positive ad iteractive experience hlped bud oyalty and enfusasm o fhe
Chipetia brand notony amon custrser bt among e estaurant's estice 4.

Restaurant Staffing and Management

‘Each Chipotle Mexican Grill typically had a general manager or Restaurateur (a high-performing general manager). an.
appenic macage (s sbost s prcntof e rstasanes),on o s o e managrs, e o bty
ichen managss, a0 a vesgsof 52l 3 part s (e s, Buslr rstanrants ad mors e erbers.
Chipotle generally had two shifts at s restaurants, which simplified scheduling and facilitated assigning hourly
ployss vih el s of verk Bours s wek ot eplopesvare e traoe o verk 2 ety of
Shton,both o provile eoplevith s variey ool o booet st sy G sy pariods Pesonnd vers
opovscedto ks dcions it signe arasof spansbly.

e of Chipties top priitie s o bl ad muture  popl-ointed,performance-baed alfure i sach Chipele
restarant; st managemet balered at sl it possbl ariene for bt enstomes
nd el Thsfoundatonof ha e tred v s g00dpcpl 1o g and s e compary's
esaurate One of e pra funcons o resteurans senrel angss vas o s andrtan e mambare VBo had 3
Somg vork e tok prda i repain food e oray, exoved it eacting o pele, sl
ofsen i erving catomsrs, and et lyee kg o ot o estauant i scordanos vih e
Tighstandrdsexeced by op managemet, A sible bz of Chigo's e s had b traced 375y
ot o Chipoe bacase of sherancontagenet o2 soqaiianc o vorked a1 Chiple or s v
ool mprson of the ok tmsphare e g hongh e seong s and A ¢  Cipte Ve
Gl e e mambezs rcied i o, houlr-toshorldrraiin, 1 208, iy s forfl- e e
‘members ranged from $10 per hoar to S14 per depending on their assigned role; regular compensation and bomuses
were in the range of $20,000 0 $29,000, plus free meals during each shift and benefits for clothes, paid vacation, paid
sickleave, tuition assistance up t0 5,250 per year, company-matched 401(k) contribations, and medical, dental. and.
ision surance: In 201, et compesaton(cdin benaf)veraged 3000 o v mambrs, 536,00 ot
Kt managrs,$35.000 o semice managers 55,090 o 3pprenicsmanagrs. 3 57 000 o gl
managers
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o5y, “Inthe coming months ou il s th et to e i of restaurant aperstions Chipotia as v fr o
theverybegioming.”

‘The Appointment of a Chief Restaurant Officer In May 2017, Chipols announced the hirng of Seot Boatright
a5 chifrstaurant fficr, it responsibilty fo oversssin aparationsat al o the company s retaurants, Boatuight
cama o Chiptle from Ary's RstaurantGroup, here be served 2 seforvice presdent ofoperations and was
responsibleforthe suceess nd performanceofnerly 3,000 franchised and company-oved restaurants acoss 22
Sate, s speific fosus st by vz opsration] tandards bulding snd developing tesms dlveing an sxcalent
guest experience, and strategic planing to support the company’s overall anmual operating plan.
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MARKETING

Fri o the scares oer foodsfety i 2015, Chipol’s marketing efrts were focased o introducing the  FapnEi
‘Chipotlebrand o new customers and emphasiing whatth Chipote experence vas all abot and what
@ffrentated Chipotlefom oher fast-food compettors, ben Chipotie pend restaurants i v markets, it sed 2
range of promotiona actities t ifrodace Chipotl toth loca commanity and to crateinterst i he restaurant. T
‘marktsviberethere weraexiting Chipolerestaurants,newly opened restaurantsasualy attractd customars fa
volames at o nea marke averages vithout havin o ifae special promotions o advertsing o support a e
opening, But the company had ld rarketing tears tasked ith connectin s restaarants o local commmaniies o an
‘ngong bassthrough fandraiers,sponsorships, and particpationin local avents.

Chipole’s advertiing s typicaly incaddprint,outdoor, transit hesters, radi,and oxline ads. The company ranits

st aves national TV cormercil darin th brosdeac of the 2012 Gramy vrds and 30 8 ssond sampign n 2013

faturin s v catringprogram. ver the past sveral ears,th company had increased 5 se ofdigital, mobile and.

social medi in s overal markeing it bttr infore e pablic about Chipotle'sdfferentiating festures, mast
spacialy s commmiment to Food Vi Integrty and what that comaitment enaded vyt used top-qulty,fetly
prepared ingrediens s dihes:the benets o arganially grovn fris and vgetables: vy pacpleought toconsiler
catng maats tht com from anals raisd hursanely and without thenseof antiots; Chipotle's avidance of
ingredients grow vt genstcall modlifed seeds; an i effors to ensures dishes were mfrtons and asy. From.

‘2013 throngh 2015, Clipotl crafed markefing programs t make pople more carioasaboat food elatedisues nd

h Chipotlavas workingtodrve posiive changes nthe naton’ food upply ad esting habis—managerment beliered

tha e o paopl esrmed the more kel they ol patronize Chipote Mesican Gl locations.

102046 the wake o thefood safetyrelaed ncidentsthat oocrred i the fourthquarterof 2035, Chipele

eraphasizd markeing campaignstodrvetafic oo £ restaurants and o commanicat he changes Chipotlead

cecenty made o establshthecompany s an ndastry eade n food safl My ofthe 2046 actons t boostcustomer
raficat Chipola rstaurans were contiued i 2017, bt  mumber of ew forts wereaddd:

- an nline game wasintzoduced whersplayers during a two-vek perod pio o the Supe Bowd vere given hree
counds o smash avocados andcombine ingradients 1o makethleown version of Chipotle's gacamele Players were
cevarded vith a mobil ffr good for a re orde of chips and guacamol,vith purchaseof an enrss at any Chiotls
inthe Cnited S,

- In Febraary, Chipote announced an expansion of the Chipote Reading Revards programs, hichrevarded young.
Ceader i fr Chipole il masl fo raching theereading sole i eading programs stsbliched by teackers
snd ibrasans.

+ slcoin Febraary, Ciotl complatedthe rollotof s “Sarts Pickup Tess”tchnalogy ol restanrants st
offereddiital odaring, T Srarte Pekap achoology allowd custoroers whocrdered digtlyt benet from.
shortr and more accurae ickup e and the ablty to rserve a fturepickup e Thetachaclogy also mproved
e compasy’ ity o process more digtal orders ihost disruptingseviosor hroughpat n s restaurants, .
tesing e Srartr Pickup T syt i estaurants sround th county e ompanyas able f edcs e vt
timesfor dietal order vickup b a5 mach a5 20 vercent: moreover. customer useof mobile orderioe rosefo record.
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+ InMarch, Chipotle in partnership with Discovery Education and ofhers. umveiled “RAD Lands " an usbrandsd.
edacational vide sries avalble exelusivey on upesthat wasifendd to gve tachers and parents a means of
edacating chldre aboutfood, wheret comes from, and the benaits of eating fesh food, the importance of caring for
e nvizonment, and o o create bealhy, aty seacks.

- second rline game caled *The Resl Imposter ntroduced in i challsnged playersto serch through Chipotles
5t ralingrediets huntingfo commonly d ndustral adttves-—ielnding added flavors colors, preseraties,
‘Ztenand goms—masquerading 2 el ingrefents.Suseeseal players were revardad vith a mobile offe good fora
e odr of chips nd acarole, it purchac o n sfrée, st sy Chipotle i he Usitd States 2nd pageCage
chance o ente e sweepstakes o win fber food prizes. =

- In calabraion ofth mportant contibuions made by teachers, n My Chipotle agai ofered a speial ne-day, by~
one-get-onefreeto all eachers, facaly, and staffat schools and universitie aceos he Usited States withavalid
“hoel D,

- In.June, to celsbratethei hard ok and contribrtions, a5 2046, mures ith  valid ID ware offred a ne-day,
buyona-get-one-re at any Chipole Mexican Gl restaurant natiomide o i Canada.

- In Septemabe,queso (made of aged cheddar chesse, tomatls omatoesand several variaties of peppers and
contaning o industral additves,naturalfavors,elors, o preservatives) vas ntroduced 2. e mera temat ll.
Chipotl retaurant. Following mamerons customer compliatsaboutthe gain teureof he queso, Chigotle
quicky modied the recipat broaden i appeal.

+ On Halloween,fom 3 .t lsingat llChipote locations,Chipela continnad s recet traditon ofoffering
customars drssedincostrue the apportuniy tobuy S5 burritos,bows selads, o taco.

- activ millary and veterans were offered ofeing 2 special buy-one-go-one- e promotion fom 3100 pm 1o dose
on November 7, week beore Veterans Dy

+ alsoin Noversbr,Chipotle announced anew mbileapp vadblefo dovload on Apple and Android devices vith
5uch featares such 25 quick reorder offvorte meals, srearlined payment opions, and the ablity o el store,
20d redeem Chiptleofrs. The app was expected o i substantialgronh i cusomer e of dighal ordring,

10.5p7 2017, Cipotl bagansn s Resl 2 It Get” sationsl TV advestisng ampaign, sopplemented it radio,
outdos,digial video and banners, and socia advertising. to bighlight the company's cngoing commitment o wsing only
cel ingrafent in th foo t srved The Lo ofthe carspaign folloved ot hele o the company snnosmcement
that b climinating he e ofprservatives and dongh conditionars i he tortila ased for £ taco,bureos, andchigs,
Chiptls had becosa the ol nationa esaarant brand tht id ot use sxficialcoors, fvors or reseratives in sy
ofthe 5 ingradisnts used o prepar s food (lthongh emon and e e nsed toflzos som igredients didbare.
some presavative vl s el To enableand facitate public korviedge abou the ingradients used toprepar e
ishes om s menn, Chipote osted v section o s webste devoted fo the s ingredients it sed.

01 f the mackeing promoiosal,and advetising activfies Chipote undetook in 2016 854 s0x7 o rvive customer
rafficat s sstanrants eslted i ncreasesof more than 50 percent in Cipotl's marketing and advertsng costs. The
company's expenditares for marketing and advertsingtoaled :06.5 mllion i 20i7 04 1,0 mlion n 016, v
65 millonin 2015 3573 million i 2044, 28d S35 milion i 205 (these costs ae incladed i “Ofbe operating
coss* n® Exkibits).
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‘VWhen Chipotle became an independent enterprise. Steve Els and the company's other top exscutives kept the company
squarely ona ath ofrapid expansion and contimued to erploythe same basi tategy daments that wersthe
Soundation of e commpany’s saess, St E1 funcionsd a he comaparys prieipal diving foos fo onging.
innovation a5 constant improvement. He pushed espeially bard fornew vays o boost throngbput™—the mumber of
customarsvhose oxdars coud betaken,prepared, and served pe hour By 2012, Il mantraof“slow food fast”bad
reslted i thronghpats of 300 castomers per bour at Chipotle's bet restaurants.

rom 205 throngh 5015, Chipote's revenues gt rbust componnd average e of 57 peroent. et income g
ata compound rateof .4 ercen,due ot onl o salsinceases bt als mproed perating fficiency hatbocsted
proft mrgins. Growing cusomer visisand higher xpenditures pe cstomer vt drove average annl seles for
Chiotl restauants apen a last 1 ul calendar o fom 55,085,000 12 2007 0 32424000 fn 2015, The average
heck per customer ran $81 S201n 20112015,
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CHIPOTLE HIRES A NEW CEO |

I mid-Febraary 2048, Chipols announced the appoatment of Bian Nicol a chief exscutive offcer and mermber cf e
‘Sosrd of Divctors, effctiv Maseh 5.4 e te, il vas CED of Taco S b had baen 5t Taco 5l snce 20w, served a5
president in 2013 and 2044, and becama Taco Bl CEO in Jamaary 2055, Under his leadarshp,be ad fostred an
environment of ereative and consstnt memn innovation, and he was astrong adeate of advertising with atrong mssage
tha captared consomeratenton. Nieo wascreditd vith bing te drivingfoce behind bocsing averagasales t Taco Ball
restaurants, percent inthe past s years, restaring the pening o more Taco Bl lcations, aad groving Taco Blls
systemvade revemues from about $8.1 billon n 2013t $10.45 bilio n 2017 He lo ransformed Taco Sell o a eadern
‘sing sl e and bl odering payeaen, Vil t Taco el Nicl had s sxperence i comerting company-
onvned Ioations into fanchied opersion.
In announcng the Chipotle’ prformancefor thefist quarer of 2018, Niolsaidk-
Chigotlsis purpose driven brand with el custommers,pasionate employees, ndustry-leading sconomic potental
along with inredible rand squiy and craveable food ith intagey al bl ver th it 25 ears. il the company
‘made otableprogress during thequartr 1 il balive e ca acelrat it progress i the o, We areia the
process o foring  path  restr parfomancein sle {ransactions, margins,and ne rstaurants. This path fo
performance wil e grounded in srategy of exectin th fandamentals whie ntroducing
fanoration aerss thebusiness 1 vl alsorequirea sructureand oxganization bul for cresity, acton and
Sexoumtabit. Finaly, Chipote Vil e & cifas s i cntered o FUnRing Eres resaurants. uting o cosomsr
s, innovating frtoday ad tomorto: supporting eachothr, and delveing on commitments.”
(O May 23 2018 a il oer 10 wesks afertaking over a5 CBD, Niolanmounced that Chipote would dose both £ Demr
beadquarter nd  New York officsandrelocats all ancion o ithersn esting Chipotl offic in b, Obio,arto2
‘e corporate headquarters o b ocated in Nevport Bach, Calforn. The move oaldaffect some 400 employess. o
‘mabingthe anmouncement, Nicol s
e b a tremendons oppostnity a Chipotl t shape thefutare ofou organzaton and drve rowth throngh our
‘Dere irateg: Inordar o lgn thesructure aound ou tatege prortie, e are ranslorming our culure and
ulding orisass s b sealic e brand snd ensbis ous long-tem: suecss, Vel ey b prond ofous
‘Demr oot here = openad o s resaurant 25,ears ago. The consoldation of ofices an the e 3age 537
to Cabfornia il elp usdrive sastainable growth whia confuing 0 position us el i e compaiion
fortop talent”
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COMPETITION AND INDUSTRY TRENDS

‘astanrant industy sales i the United States n 2047 vere aprosimately $800 billion at closeto 1. milion food
establishmns. " Aceordin o recent survey data, 6o percent of consumers said tattheavallabity of environmentally
ey food would mabethem chocseone restaurant over anofber; 56 percet sad hes primary rason o prefering
Tocalysoascedfood s that t supported farms and producers i hei communite; 2 parent ofconsumars sald he
il o ordar onlina ould sk them hoossone resautant oves another 3 63 pecent of el sid thy
were more kel t at a vider variety of et cusines han hey did o years .

Theretaugant industeyvas highly segmented b 5pe offood served, umber and arityof mena slations, price
(ranging from modarat tovery expensive) dining ambience(quick-sevie to fst-casul 1o casal diing o fne
dining), leel o sevica (ol odering t dive-through o placeand pick p ordr at connte o il tableservie), and
tpeofnterprise(caly wmed, regional i, o nationa chai). e mamber, iz, andstrngth of competiors
varid b region, Ioal market aea,and  particlar restaurant’ ocation withina given commanity. Compettion among.
thevarions fype o sestaurants and food sericssstablichments v baced o such fctors 5 offood erved me
Selacion (nciuding e avaiablty ofov-<aloie and mtrional i) food qulityand tace <peed and or qualty of
service,price and value, dining abience, name recognition and eputation, and comenince of caton.

‘Ons category o estanrants vas  hybrd caled “st-casual” Fast casual restaurans—vhich incoded Chipotle Mexian
Gelland s o closet compeiors, o' Soutiwet Gl and Qdoba Mexican Eas—had average check sizes ofS9 1o
14 2nd were parosved tobave bttr quality mens ofring, provide  slighly more pscal ining exparience, and i
soma cass are enbanced sevie (i delvering orders o tablsor even aving il tableservic) a5 compared t
“quiclserics” r fstfood” restaurants ke McDosald' ad Taco Bl Fast-<casual rstaurant brands ad sstimated
salsof S bilion i 2046, vih forcasted gt o 7 bllon in 2035 Chipote Mexicen Gellvas onsidersd tobe.
it fast-casualctegory becauseof e fssh,high qualiyingredients in s ishes and bacause customerscould
ustomiz heir ondes, ftr chains consdared tobs i the ot csualctegory includad Panera Sread iy Joha's,
‘Panda Express, Noodles & Company, Fidhouse Subs, Shake Shack Newk’s Jersy Jike',Cane’s, and i Gays
‘Sargersand s,

Like most enterprises i the avay-fon home dining business,Chipotle had o compete fo cstomers it national and.
regional quickservie, fs-casul and casul dinng restauran caies, vl s localy owned estanrants and fod-
serviceetabishuments. Howerer, £ lsest compettors e the iadof dining establishments that specialized ia
Mesian cisnaMesicanfood sstablihments ceousted for an stiatd s pescent share ofthe ot casal sles .
2046 T leading fst-foodchain s the el food category vas Toco Bl Chipotl's o bigges competitrs
inthe fast-casual segment were Mow's Soutvst Gl ad Qb Mexican Et. Ohr sallerchans, such 2 Bja
‘resh (s retaurants n 2 staes) and Califora Toilla (s lcatonsin g astern states and Districtof Columbia,
were s rlevant compatitors i Shos geographie locations -heneChigole sl had resturasts The flloving e brif
‘rofiles ofTaco Bll, Moe'sSouthwest Gril and Qdoba Mexican Eats.
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Taco Bell

2f 005, Tco Bll locations weresrugelingto atrac custommers, Froes 2005 hrough 20, e totl mamber o Taco
Sll rstauants, bt demestiely and nteratinaly, decined a more anderprfoinglocations vere dosed
‘e Taco el it wre opene. e 2013, Tao Bells parent compary, Yam! Brands (i als ovaed Fiza Hit
and Kentocky Frid Chicher), began e crpaigto edue compazy oveersip of Taeo el oations from 23
percent of tolal oations to bt 6 ercey  ofal f 1276 corpar-oved TacoBel oations were ol o
franchisss i 2010-2012, I 20122013 xpansionof Taco Sl lcations resumed, vith the vt majrty o e e
addiions being franchised.

o connte sagaant alesand b sty o evenate Tco el duin 2010 2nd 20 Taeo el restauants
began olling st e aco it a Dortos-based shll called Doos Locos Taco,vhich management  Fage s
termd » brekrongh product deigned o rement e taco Thelunch vas upported it an o
sgzresive advertising campaign to nform e publc shout e e Dortos Locos Taco.The afort vas consired s
Sl suces,divig ecord sl of 37 o tacos i neyer. Sias o, Taco Bl Cie e of Markling
a0 Tanoration s he S, vas 3 srong advocste fo e fncation supported i cretve stz In March
2012 Toco Bell began introduing v Catina Bl mere,  r0up of pgraded prodacts coneptualivd by elbrty
s e Lorena Garciathat inluded s ingredients and gaishesas Hack beans,claneo i andcornsala ™ I
adion o the upscaled antin Bl elecions, Taco Bl o itrodnced seeral v brekfas elections.
“Theupscled mem 2t Taco Ball v # competive rsponsetogroving consumerpreferncesforthe igher cliber,
madeto-orderdiche ey coul gt a st-casal Mesian-fod chato e Chipotle,Mos's and Qdob, From 2015
through 2017, Taco el upscled e continaed o evclvesnd ron i mumber and variety ofoferings Taco el
2045 mem contained 1 ersionsof tacos vithachice o 3 sbel, w4 vrsions of b, 1 specalty ers (ncoding
quesadils, o, chalapas, nachos taco slads,  vegiepovarbov, Mevian iz, and ollaps) 33 ccsbos 5.
e ofpartypacks,and aselection ofovr 20 bererages,frezes, and et The arious version ofaces, burios,
Specalty ems,and comboson Taco Bl mens could be customized by selectingany of 25 pgradssthat mcided
ke, shreddd chicken, bee, seuces,Eacamole, i de gall s cream,chsse,and ecompaniants(Geasened
i, i and black beans poatos tomatoss, oo alapesoslettcs and e sie. Prics (st custom
Sparades) ranged from S t 5 6 partypackeof s enged o 2.9 10 54659, In ey 2016, Tao el
Lnnched 51 morning v breskfac e fsturing o s, 2015, Taco 5l ad  7-em bresast mems st
ranged i pice from St o 3459, ot including bererageoptions.

2 yearend 20, Taco Bl ad 6 Sy compan e, francied, ed eensed rstaurant ocaions mestly i the
‘United State,apfrom 5205t earend 2014 ust ver 90 prcentof Tco Bl oations vere fanchised o lsnsed
atear-end o7 Systamnide sl 2 Tco Bll were S04 billion i 2087, el toaerag el procaion

e id of smost S5 milo, p from sbowt S35 mlion in 214, Taco Bl 653 compay-operated locations
had verage sales perlocationof S o i 2017, aerage sl t Tac el 885 compa locatons o 26 were
$4.74 il (daing 2037, TacoBell rerarhised o closed 252 fomers company-oved loations). Seles revezuesat
Taco el retaurants ysemvide gr 5 pacent n 201, 6 pecet in 2016, 8 perent 20554 ecent n 2014 and
2013, 2nd - pascent i 2012 Taco 2l mable app ntrodaced i 2015, had contributed tnificantl o bighr eles
revennesat Taco el restaurants.
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Moe’s Southwest Grill

Mo Southest Gl wasfoundedin Allantz, Georgia, i 2000 and aquized i 2007 by Alanta-based FOCUS Brands,
an afiteof Roark Captal,  private squiy . FOCUS Srands as a lobal anchizor and opeator of ver 3 500 08
s chops, bkeies, restaurats snd cafes e the brand sasses Carvel”, Cinnabon”, Sclotzsly’s” os's
Soativest G, Aunte Anne's,and MeAlsar'sDel. In carly 2048, thre were more than 700 fast-asual Mog's
SoativestGell lcaions i 40 states andthe District o Colambia. Al Moe' ocations were franchised. Averageansual
les 2 Mos's osations vers 2 sstimated So mallion

The mennat Mow's fatured bureits,quesadilas, tacos, achos, bureit bows(vith met selactionsofchickan, pork, or
tofa), and salads with a chooeof o bormemade dresings. Ml dishes conld becustomized with  hoies o 20 trss.
hatincladed achoieof profen (o teak hickan breast, olld pk, ground bee, o ogarie tofa) grled
peppers, onions, and mmshrooms; black lves; eacarmbers e chopped or pieked jlapenos picode allo (handmad.
freh dai) lttace; tree variatie of quesos and fve salss. There vas a ' e and vegetaia,ghten-free, d
Towaloieoptons, s well a  selacion of e salsas,four arite of quso, guacamol, s, cookis, browis,
iasamon chige,sof drinks, eedte,2nd botted vater, Mos'sused bigh qulity ngrediets, inluding ol matral.cage-
free, e breast meat chickem;stersd-free, grain-fd pulled pork 100 percentgrassfed sl teak and organie of.
No dishes included trans ats or msg (onosodiam atamate—a fiavor enbaneer), and 5o e was made of mCToNRve.
Mo prorided cateingservics: e cateving e incladad a e b, o bar,  alad b, 3 sacko b, three
size of buritos,  burio b mea,guacarole,chips,salsas, quess,dessart ems, and dris.

Moss had ntrodaced ok Ravards” mobile2p ha ot perited bl crdring at ll catons, gzt
Dt e revarded ser vith pints o ach o, For £5ch 000 ointssamed,the naer rceied 2 20

Mo’ credt. s wsrs moved t higher poiat-<arned plateaus, ey locked speial ofes i adiion o the $10 Mos's
redit. A e 6000-pot ltean lrel,users were aatomaticaly ntered ifo  Rocki' prize sveepstabes and gaoed
more ach sntriesfor each addions] s coo points sarmad

The company and s franchiseesemphasizedfendly bospiabl savios. ¥hen costommes etered a oe's ocation it
vas standard pracic for employees o do  “Vielome to Mods! shont-oat.
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Qdoba Mexican Eats

“Thefist Qdoba Mexian Grll pend in D in 1995, Rapd grovth nsued and i 2003 thecompany vas acquird
by Jackinthe B Inc, a argeoparator anfranchiso o 250 Jack in the B quick saioerestaurants best v
fo s Bamburgers.Jack n the B bad sl year 2037 revemues of 5.5 bilion (e company’s iscalyear was Octbr.
s throngh Septamber 30). In 201, management cangedthe nameof Qdoba Mexican Grill fo Qdoba Mexian Extsto
betterrfec theflaors and variety of s men offrings.

I October 2037 here were 726 Qba restaurats i 47 states, e Distrit of Columbia, and Canad,ofwhich 385
werecompry-opsrated snd 245 vere ranchise-operaad. Mansgement beleved Qb had sgnificentong tem
ronh potentisl.pechaps a5 many 5 5,000 ocaion,  oal of 23 new comapasy-oned and 1 ranchis Qloba.
restaurants vers opened infisal 2017 5 underperforming it are dosed. Plansfor opening new Qb locatons i
fcal yor 2048 wereon hld, pending  dcision by the parent compays Board of Diacors regading various srategic
alernativs for Qdoba geing forvard.

102017, sles rvemnes s ol company-operted and fsnchice opeated Qb restausantlosstions sveraged
415,000, s 1.75,000 i sal 2018, 51,169,000 i sl 2015, 20d $4070,000 i fscal 2004 Sl atall Qb
restaurants open more than 2 montsdropped .5 percent in fscal 20, verss mcreaes of 1.4 percnt infscal 2016,
9.3 percent in fiscal 2015, 20 6.0 percent in fiscal 2054 Theaveragachecka compans-perated resaurants i iscal
2007vas Ses 5.

‘Menn Offerings and Food Preparation Qdsba billd el as an “artisanal Mesican Kitche” whersdiskes were
anderafed vith feh igredients and innovatvefavors by skiledcooks. The men ncided burtos,tacos, 00
o, hree-hasa machos, exlld quesadila, oadsd torlasonp, chips snd dip, s sl and, ot locations
variety of reakfst burritos an breabastquesadila. Buritos and acos could be customized ith hoiees of meats of
ust egetarian ingredientsand by addingShres-chessequeso, guacarmol,and  varietyof suces and slss.Selads were
served in 2 craney Boartorila bov with  chice of o meat, o vegearian, and incaded blackbean corn alsa and.
ftfoepiante ranch dressing.

‘Ondacs e preparedin fll s, ith customars eling lne severs how they vished o castomizethi dishes.
‘estanrantsoffered a varietof catering options hat coud b taloed o feed groups of e to seeral hundred. il
soma Qdoba locations seved breakat, mst ocations operated from £0:30 3. 1 10100 pam. Seatin capacty ranged
from 600 80 prsons, and many restaurants kad oatdoor patoseaing,
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Restaurant Management and Operations At Qdobs's company-owned restaurants, emphasis was placed on
atracting, selating. engaging, 0d rtaning people who vere committd o creaing long lastng. posite mpacts on
operatng resuts. The compans's coe deelopment ool was a “Carer Mag tat provided eraployees vithdetaled
education requiements, skl sfs, and perormance expecations by position, from enty level o area manager. Hghe
performinggeneal managers and oy team members wer eried o rainand develop exployess sy
through a serisof o he-ob and lasstoom raining programs that focused on knovedge <K, and

bebariors. The Team Mermber Progresion program vithin thie Qdoba Caeer Map tolrecognzed and evarded three
el of achisrement o cooksand i servers v displayed excllnce i thei positions. Teams mermbars had o
‘posass, o soqie, pacifc achaicl snd bekavioal okl st each anschisvessent level, All etaurant personne]
were xpectd o contrbuteto delivering  grat guest experienc i the company’s estaurants.

‘There s  three e management siuctur for compan-ovmed Qdoba restaurants. Restaurant managers were
supervised by distrit managers, who wer overseen b diretors o oparations,who repored tovice presdents of
operations. Undar Qdoba'sperformance ystem,vicepresdents and divactors were sigbefo an anaval incetive
basad onachisvementof gl rlted toreion el sl roft,and companyvads prformance. Distric managers
and restaurant managers weredlighlefor quarterly ncentives based on growh inrestaarant sals and proit and)or
certan othr operatinal performance standards.

Food Safety and Quality Qsh's “farmto-fork”food sfety and qualiy assurance programs were dasignad o
‘maintan high standards fo the food products and food preparation procedures wsed by vendors and restaurant. It
‘mintained product spaifications fo ngredients snd the company's Food Sefty and Ragulstory Compliancs
‘Department bad o approveall suppirs o food poducs to Qdoba rstaurans Third-party and nternal ' were
‘ed o revewth fod safey management programs of vendors. Food safety n Qb restaurants was managed
through acomprahenivefoodsafety management progeam based on Food and Drug Adrministrtion food cods

Purchasing and Distribution Begining in March 20x7,all Qloba compans-operaed and francise operated
restanrants entered into  five-year distebation sevies agreement itha consortiom of four Qdoba egional
istrbatorscomprising 18 dstibution centers inth Usited Sttesand o distrbuton centers n Canada.

Advertising and Promotion The goalsof Qdoba’s adverting and marksing actitie wereto bafldbrand avareness
‘and ioreasecusorme rafie. Al compan-owned anfranchise retaurants conriboted a perentage of grss sales 1o
fund e producton and derelopment of adverising asets sutablefor national and egional adi,print, and diial.
‘and social media. stem opeators conld iz hese asets, o ap i he arent companys i-ouse cratvesevicss
roup o creae cstom advertsing hat met e partelar commmunication bjectieswile adberig o brand
Standards. additionly, Qoba badlaunched a mobile app o placig ordes and a revards program designad o
incpie, motivate, and revard increazed diningfrequency 2t Qdoba locatons.
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- Confirmineg that more than 2,500 tests of Chipotles food, restaurant surfaces, and equipment all showed no E. coli.

2. Confirming hat no emplogees i e affctd restaurats wer sickened from thencidet.

3. Expanding the testing offresh produce, v meat, and daiy fems prior o rstocking rstaurants.

- Implementing adonal safety rocedres and udits, inall of 52,000 restaurants o ensarethat robust foodsafety
standarde vers in place.

. Workingclosly it fdara, stte and local gveramment gencies to frthe ensur hat robus food safty standards

erein place.

6. Replacingall ngrdients inthe dosed restaurass.

7. Conducting addtional dssp leaning and saniizaton in alof 5 closed restaurasts (olowed by dep cleaning nd
conitzation i ol sestaurantsnatiom ide).

Meanwi, the Fadaral Drug Adminitration soaght o denty  cause for the utbreak. The FDAsivestgaton

evealed o ingredint-elated canse and o eidance that paticalar supplirs were the sourc of heoutbrak.

Citimatly, o food tem vas dentfied 2 cnsingthe outbrek and no food e vas uledout 2 2 case, altbongh.

freh prodace was sspectadas the iy ase.

After bealth offiial coneladed  wassaftodo 5o, al 43 restaurants i the Porand and Sealle markets recpened in

Tate November 2015, ronghly 6 wedks afer the inident oecurrd.

* Later, it as confirmedtha ateas 3 pople i nin oher states bacameinfocted ih the sam train of E. ol
sk o the Chiporl esaasants i Cregon and Washington sttes

 Incaiy Dacember 205, v pople i hreestates—Kansas s, North Dakota (4, nd OKiaboma ()—bscame f afier
eaingat Chipote Mxican Gl retauran.Studiscondacted by the Centers for Disease Contrl d Prevention.
(CDC) dstermined that all e people wer nfcted with  rare stainof E.col differet from th nfections in Oragon,
‘Washington, an nineothe states. Hoverer vestigators used sopbistcated aboratory tsting to determine hatthe
DA footprats o thefnesesinhe Midvest were elated to hosein te Porfand and Seatl ares.

 Inmid-Decembe 2015, about 120 Boston Collge stodents became il ateraating at  Chipole Mexican Gl nar the
campas, an otbreak hat local ealth:officil attibated o  porovirs. Helthoffcials alsotstedstadns for E.
ol nfations bt the tst werenegatve.

Extensive reports of e st thres inidents i the nationsl madiatooka ol o cstomer a8 st most all Chigotle
locatons. The averagedecin in saes at Chiptl ocaionsopen atleast 2 months was astunning 4,6 prcent i e
fourth quarte o 2015, causing Chipole's evens in Q3 201510 be 6.8 percent Iover than i th fourth quarte of

2014, The companys sork pricecrashed from anal- e bigh of 758 i ery August 20150 3400 beading o 2046.
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+ On Halloween, from 3 pum. to closing at all Chipotle locations, customers dressed in costume could buy $3 burritos,
ondsslads or tacos.

+ allactve duty mlftary reseves, national guand, milfary spouses,retived miltay wih a valid US.milary ID,and
eterans it ID wereoferd a special buy-on-get-0n-fee viththe parchaseof an entrée from 3100 p.m. f dlose
on Vaterans Dy,

Inadditon in October 2046, Chipolsbegan an “Tngrediens Rega” adverting campain hihlighting s carfully
Selctad ingredisnts nd rinfrsing Chipole's commitment o soureing, preparing,and seing oy the very best
ingrecients. The camspaign fatured aseie of animated stop-motion short s shovm i morie theaters actoss the
country and aso distributed through various olin,digta,andsocal media utlts.Inaddiion,the company wsad
indoor and outdoor advartisng vih conent shoncasing he company's obsession vithfresh inredients.

‘St the esults of all these affrts torerivecustomr traffic were disappointin, Average als at Chigolerestaurant
2046 droppedto 1.8, millon, 22 parcent el e 2015 average o $2.42 mllin. Chipote's revens dropped fom.
4.5 billion i 20150 S3.9 billon in 201, desptethe opening of 240 ne restaurasts. et income langed 55 pereest,
from $475 6 millon n 20150 $22.9 millon n 2016,

Chipol’ performancein 2017 was bete, bt far from comfoting totop management or shareholders. Revemse rose
47 percent to almost 4.5 billon, ractonaly below he amont fo 2055, but with 400 more rstaurans f operaton
hanin 2015 et income rose o $176.3 milion. Average restaurant sales climbed 3.9 ercent 0 .54 mllion,but vere

sl st 20 percent belowthe 2045 average. ) Exlubit «prsents raent inancil and opertin daa or Chipotle
‘Mexican Gell
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2016 AND 2017—GROWING FRUSTRATION IN
REVIVING SALES AND RESTORING CUSTOMER
TRUST IN THE CHIPOTLE BRAND
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