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The Fresh Market operates 115 stores in 21 states” located in the Southeast, Midavest,
Mid-Aftlantic and Northeast and plans to expand throughout the country.
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therein, at bottom of letter “To Our Stockholders”



The Fresh Market strives to bring our customers the best local products from
each community we serve. As these products gain popularity locally, we begin to
offer them in additional stores, allowing these  farmers and producers the unique

opportunity to grow their businesses along ith us.

WINDMILL FARMS

Mayodan, NC

Steve Cardwell came to us with delicious hothouse tomatoes
that our customers loved. Over the last two years our
partnership with Steve has grown and we are now excited to

from his farm.

LEWIS FARMS

Rocky Point, NC

‘offer our customers great tasting heirloom and cherry tomatoes

HONEY PAX

Tallabassee, L

Honey Pax pure Tupelo honey is harvested from a family
farm in north Florida. The distinct taste and unique
packaging prompted us to begin selling Honey Pax at our
Tallahassee store in 2011 and it will soon be available in all

of our stores.

COUNTER CULTURE COFFEE

Durbam, NC

Lewis Nursery and Farms is a third generation family farm
located in Rocky Point, NC. We began selling Cal Lewis’
American Blueberries in 2006 and our relationship has
grown over the years. Our customers can now buy American
Strawberries and green bell peppers from Lewis Nursery and
Farms in many of our North Carolina stores.

Our Store Manager in Chapel Hill, NC discovered Counter
Culture Coffee and was impressed with their dedication to
roasting great coffee and sustainable business practices. Our
customers also loved the coffee and Counter Culture’s fresh
roasted seasonal blends and single-origin coffees are now
available in all of our stores.




10 OUR STOCKHOLDERS

I am proud to provide you with this report on our business performance for 2011.

We are heartened that our relentless focus on personal and engaging service and great-tasting food
products continues to resonate with our customers. We believe that the relationships we have built
with our customers year after year allow us to continue to grow our business profitably.

Our focus on delivering an exceptional food shopping experience, and the resulting customer
relationships we now enjoy, drove another year of record financial results in 2011. Our comparable
stores sales increased 5.4%, and consolidated net sales rose 13.0% to $1,108.0 million. We opened 13
new stores, relocated two stores and remodeled two existing locations, continuing our expansion and
real estate investment in both existing and new markets, including our first store in the state of New
Jersey. At the end of fiscal 2011, we operated 113 stores in 21 states.

Just as we are pleased with our 2011 financial results, we are equally excited about the progress we
made growing our local food programs. In the pages of this annual report, you will see examples of
food producers with whom we have partnered to bring our customers the great tasting and fresh
products they have come to expect. We are extremely proud of these relationships, and we are working
hard to bring even more local products to our stores, leading to growth for our company as well as
growth in the local communities that we serve.

We took many actions in 2011 that have better positioned our company for future growth. We
invested in additional people, processes and infrastructure, renewed and expanded our primary
distribution logistics agreement, increased our analytical capabilities through new technology and,
importantly, we continued to identify great sites for new stores. We are excited about leveraging these
investments to continue to grow our company in a disciplined, profitable and sustainable manner.

Finally, I would like to thank our employees who made delivering our great 2011 results possible.
Every day, in 115 stores and in our corporate headquarters, our dedicated employees come to work
focused on making The Fresh Market a great place for our customers to shop. Our employees’
customer-focused mentality allows us to consistently find great new products for our customers to try,
provides 2 welcoming in-store experience and differentiates us from our competition. Well done.

Ly Crdid.

Craig Carlock
President and Chief Executive Officer
May 2012

This Annual Report contains “forward-looking statements” within the meaning of the federal securities laws and includes financial measures not prepared in accordance with generally accepted accounting principles
(GAAP), See the discussion under “Cautionary Note Regarding Forward-Looking Statements” and “Management's Discussion and Analysis of Financial Condition and Results of Operations” in the Form 10-K included in
this Annual Report for matters to be considered in this regard including reconcifiations of non-GAAP financial measures to their closest GAAP equivalent.
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Cautionary Note Regarding Forward-Looking Statements

This Form 10-K and our 2011 Annual Report to Stockholders contain “forward-looking statements
intended to qualify for the safe harbor from liability established by the Private Securities Litigation
Reform Act of 1995, including some of the statements in this Form 10-K under Item 1, “Business,”
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and
Item 8, “Financial Statements and Supplementary Data,” and in our 2011 Annual Report to Stockholders,
including under “Letter to Stockholders.” Forward-looking statements are inherently subject to risks,
uncertainties and potentially inaccurate assumptions. Such statements give our current expectations or
forecasts of future events; they do not relate strictly to historical or current facts. We have generally identified
such statements by using words such as “anticipate,” “believe,” “could,” “estimate,” “expect,” “forecast,”
“intend,” “looking forward,” “may,” “plan,” “potential,” “project,” “should,” “target,” “will” and “would”
or any variations of these words or other words with similar meanings. All statements that address activities,
events or developments that we intend, expect or believe may occur in the future are forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities
Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These
“forward looking statements” may relate to such matters as our industry, business strategy, goals and
expectations concerning our market position, future operations, future performance or results, margins,
profitability, capital expenditures, liquidity and capital resources, interest rates and other financial and
operating information and the outcome of contingencies such as legal and administrative proceedings.

Our forward-looking statements contained in this Form 10-K and our 2011 Annual Report to
Stockholders are based on management’s current expectations and are subject to uncertainty and changes in
circumstances. We cannot guarantee that the results and other expectations expressed, anticipated or implied
in any forward-looking statement will be realized. Actual results may differ materially from these expectations
due to unexpected expenses and risks associated with our business; our ability to remain competitive in the
areas of merchandise quality, price, breadth of selection, customer service and convenience; the effective
management of our merchandise buying and inventory levels; our ability to anticipate and/or react to changes
in customer demand; changes in consumer confidence and spending; unexpected consumer responses to
promotional programs; unusual, unpredictable and/or severe weather conditions; the effectiveness of our
logistics and supply chain model, including the ability of our third-party logistics providers to meet our
product demands and restocking needs on a cost competitive basis; the execution and management of our
store growth including the availability and cost of acceptable real estate locations for new store openings, the
capital that we utilize in connection with new store development and the anticipated time between lease
execution and store opening; the mix of our new store openings as between build to suit sites and second-
generation, as-is sites; the actions of third parties involved in our store growth activities, including property
owners, landlords, property managers, those involved in the construction of our new store locations and
current tenants who occupy one or more of our proposed new store locations, all of whom may be impacted
by their financial condition, their lenders, their activities outside of those focused on our new store growth
and other tenants, customers and business partners of theirs; global economies and credit and financial
markets; our ability to maintain the security of electronic and other confidential information; serious
disruptions and catastrophic events; competition; personnel recruitment and retention, acquisitions and
divestitures including the ability to integrate successfully any such acquisitions; information systems and
technology,; commodity, energy and fuel cost increases; compliance with laws, regulations and orders;
changes in laws and regulations; outcomes of litigation and proceedings; tax matters and other factors, many
of which are beyond our control. We believe that these factors include those described in “Item 1A Risk
Factors” of this Form 10-K. Should one or more of these risks or uncertainties materialize, or should any of
our assumptions prove incorrect, our actual results may vary in material respects from those projected in
these forward-looking statements. You should bear this in mind as you consider forward-looking statements.

»»”

Any forward-looking statement made by us in this Form 10-K and our 2011 Annual Report to
Stockholders speaks only as of the date on which we make it. Factors or events that could cause our actual
results to differ may emerge from time to time, and it is not possible for us to predict all of them. We
undertake no obligation to publicly update any forward-looking statement, whether as a result of new
information, future developments or otherwise, except as may be required by any applicable securities laws.
You are advised, however, to consult any further disclosures we may make in our future reports to the
Securities and Exchange Commission (the “SEC”), on our website, or otherwise.



PART 1
Item 1. Business . . ... ...
Item 1A. Risk Factors . ... ... i e
Item 1B. Unresolved Staff Comments. .. ..............................
Item 2. Properties . ... ... . . ...
Item 3. Legal Proceedings . ......... ...,
Item 4. Mine Safety Disclosures . . ........ ... ... .. . . ...
PART II
Item S. Market for Registrant’s Common Equity, Related Stockholder Matters and
Issuer Purchases of Equity Securities. . .. .......................
Item 6. Selected Financial Data. . . .. ... ... ... ... i,
Item 7. Management’s Discussion and Analysis of Financial Condition and Results
of Operations. . . ...« e
Item 7A. Quantitative and Qualitative Disclosures About Market Risk. . .. ... .. ..
Item 8. Financial Statements and Supplementary Data. . . .. ................
Item 9. Changes in and Disagreements with Accountants on Accounting and
Financial Disclosure . . .. ... ..., .. ...,
Item 9A. Controls and Procedures . .. .............. ...
Item 9B. Other Information. . . . ..... ... . ... .. ... . . .
PART III
Item 10. Directors, Executive Officers and Corporate Governance . ............
Item 11. Executive Compensation . . . . . ... .vvvin it
Item 12. Security Ownership of Certain Beneficial Owners and Management and
Related Stockholder Matters. . . . . ....... ... .. it
Item 13. Certain Relationships and Related Transactions, and Director Independence
Item 14. Principal Accountant Fees and Services . .. ......................
PART IV
Item 15. Exhibits and Financial Statement Schedules . .. ...................
SIGNATURES . . . . e e

The Fresh Market, Inc.

2011 Annual Report on Form 10-K
For Fiscal Year Ended January 29, 2012

TABLE OF CONTENTS

ii

......

Page
Number

11
20
20
21
21

22
23

26
48
49

49
49
50

51
51

51
51
51

52
54



PART I
Item 1. Business.

General

The Fresh Market is a high-growth specialty retailer focused on creating an extraordinary food shopping
experience for our customers. Since opening our first store in 1982, we have offered high-quality food
products, with an emphasis on fresh, premium perishables and an uncompromising commitment to customer
service. We seek to provide an attractive, convenient shopping environment while offering our customers a
compelling price-value combination. As of January 29, 2012, we operated 113 stores in 21 states, primarily in
the Southeast, Midwest and Mid-Atlantic United States.

Our business is characterized by the following key elements:

»  Differentiated food shopping experience. 'We provide a differentiated shopping experience that
generates customer loyalty and favorable word-of-mouth publicity. We offer fresh, carefully
selected, high-quality food products focused on perishable categories. Examples of our offerings
include hand-trimmed steaks that are aged for tenderness, fresh seafood delivered up to six times
per week, hand-stacked produce that is colorfully displayed and French-style baguettes baked in-
store each morning. We also provide a level of customer attention that we believe is superior to
conventional grocers. We strive to create a “‘neighborhood grocer” atmosphere that encourages
employee-customer interaction and offer full-service departments staffed with knowledgeable and
accommodating employees. We believe our customers associate The Fresh Market with this distinct
and superior food shopping experience.

»  Smaller-box format and flexibie real estate strategy. Our stores average approximately
21,000 square feet, compared to the approximately 40,000 to 60,000 square foot stores operated by
many conventional supermarkets. Within this relatively smaller size, we focus on higher-margin food
categories and strive to deliver a more personal level of service and a more enjoyable shopping
experience. Further, our smaller-box format is adaptable to different retail sites and configurations
and has facilitated our successful growth. We expect this format will enable us to continue to extend
our geographic presence without compromising our profitability or shopping experience.

*  Disciplined, comprehensive approach to planning and merchandising. We apply a systematic
approach to planning and merchandising to support our stores. This comprehensive support includes
employee training and scheduling, store design and layout, merchandising programs, product
sourcing, and numerous inventory management systems, primarily focused on perishables. We
believe our disciplined, comprehensive approach allows us to quickly integrate newly-hired
employees, deliver predictable financial performance and expand our store base while delivering a
consistent shopping experience. We believe our high-quality perishable food offerings and smaller,
customer-friendly store environment are the key drivers of our differentiated, profitable business
model. We strive to offer an extraordinary shopping experience based on quality, consistency,
fairness and integrity for our customers and employees.

History

The Fresh Market was founded by Ray and Beverly Berry and opened its first store in Greensboro,
North Carolina in 1982. In the late 1980s and early 1990s, the company expanded its presence outside of
North Carolina, entering Tennessee, Georgia and South Carolina. In 1996, the company entered Florida,
where as of January 29, 2012 we have 27 stores, making Florida our largest market. In 2005, we entered the
Midwest, opening stores in Ohio, Indiana and Illinois. In 2009, we entered the Northeast, opening a store in
Connecticut, with subsequent store openings in Massachusetts, New York, and New Jersey.

Throughout The Fresh Market’s history, our company has been characterized by a culture of continuous
growth and an innovative approach to perishable product offerings. As the company has grown, we have
implemented numerous organizational, technological and process improvements that have standardized our
systems and processes and contributed to our ability to scale our operations. At the same time we have
fostered a spirit of innovation that encourages our management to continually challenge and enhance our
product offerings and services.



Competitive Strengths

We attribute our success in large part to the following competitive strengths:

Outstanding food quality, store environment and customer service. We are dedicated to delivering a
superior shopping experience that exceeds our customers’ expectations by offering fresh, premium products
and providing a high level of customer service. Our high-quality food offerings are the result of our careful
selection of distinct products based on a range of attributes such as taste, color, size, grade, marbling, growing
conditions, origins and freshness. Additionally, our stores are designed to delight our customers’ senses with
an aesthetically pleasing environment. Elements of this environment include colorful product presentations,
ceramic tiled floors, darkened ceilings, incandescent lighting, classical music and various aromas including
flowers, coffee and freshly baked goods. Additionally, we strive to engender employee pride and enthusiasm,
reflecting our belief that a motivated, knowledgeable staff and a service-oriented, engaging shopping
experience foster a strong relationship with our customers, generate favorable word-of-mouth publicity and
drive sales.

Business well positioned for changing industry trends. We believe that our company is well positioned
to capitalize on evolving consumer preferences and other trends currently shaping the food retail industry.
These trends include:

O  a growing emphasis on the customer shopping experience;

O  an increasing consumer focus on healthy eating choices and fresh, quality offerings, including
regionally and locally sourced products;

O  an improving perception of private-label product quality; and

O an increasing number of older people, a demographic that is expected to account for a
disproportionately higher share of food-at-home spending by households.

We believe that our differentiated food shopping experience, product offerings and smaller-box format
complement these industry dynamics and will enable us to continue growing successfully and profitably.

Highly-profitable smaller-box format. Since our founding, we have exclusively operated a smaller-box
format, which has proven to be highly profitable. Our stores average approximately 21,000 square feet
and carry an edited assortment of approximately 9,000 to 10,000 SKUs at any one time, while many
conventional supermarkets are approximately 40,000 to 60,000 square feet and carry an average of
45,000 SKUs. Within this smaller-box format, we focus on higher-margin food categories. Further, we believe
our format facilitates interaction among our store managers, customers and staff, enhancing the customers’
shopping experience. Our disciplined, exclusive focus on this format leads to consistent execution across our
store base, which we believe allows us to generate higher operating margins than conventional supermarkets.
Additionally, the smaller-box format is adaptable to different retail sites and configurations. We expect this
format will enable us to continue to extend our geographic presence without compromising our profitability or
shopping experience.

Scalable operations and replicable store model. We believe that our infrastructure, including our
management systems and distribution network, enables us to replicate our profitable store format and
differentiated shopping experience. We expect this infrastructure to be capable of supporting significant
expansion. We believe our standardized systems and processes, which rely on refined tools for procurement,
inventory management, store operations and employee hiring, training and scheduling, are scalable to meet our
expansion goals. We outsource substantially all of our logistics functions to third-party distributors and
vendors whom we expect to have sufficient capacity to accommodate our anticipated growth. Additionally,
each of our stores utilizes standard product display fixtures with flexible arrangement and design options that
enable us to successfully replicate our customers’ shopping experience in stores of various sizes and
dimensions. Our store management mobility tracking system allows us to efficiently deploy staff across our
stores and place experienced managers in each of our new stores, helping provide a consistent shopping
experience at each of our stores.



Experienced management team with proven track record. Our executive management team has
extensive experience across a broad range of industries and employs an analytical, data-driven approach to
decision-making that is designed to encourage innovation and stimulate continuous improvement throughout
the organization. Our executive management team has an average of eleven years of experience in the retail
industry and an average of seven years with our company, and is complemented by merchandising and
operations management with an average of over thirty years of food retail experience and an average of
twelve years with our company.

While we have set forth our competitive strengths above, food retail is a large and competitive
industry and our business involves numerous risks and uncertainties. These risks include the possibility that
our competitors may be more successful than us in terms of attracting customers. Some of these competitors
have been in business longer or may have greater financial resources than us, which may give them a
competitive advantage in sourcing, promoting and selling products. In addition, achieving our store growth
and margin improvement objectives will be subject to a number of important challenges. For a more complete
description of these challenges and the other risks associated with an investment in our common stock,
see “Risk Factors”.

Growth Strategy

Expand our store base. We intend to continue to expand our store base and penetrate new markets.
We view expansion as a core competency and have more than tripled our store count since 2002 and nearly
quadrupled since 2000. Our disciplined approach to expansion relies upon a structured and rigorous process
for market analysis and real estate selection that we believe maximizes the prospects for successful new store
openings. We opened 13 new stores in fiscal year 2011. Based upon our operating experience and research
conducted for us by The Buxton Company, a customer analytics research firm, we believe that the
U.S. market can support at least 500 The Fresh Market stores operating under our current format. Our
historical growth is summarized below:

One Month
Year Ended Ended Year Ended
January 29 January 30 December 31
2012 2011 2010 2009 2008

Stores at beginning of fiscal year. . . 100 100 92 86 77
Storesopened. . . ............. 13 — 8 7 9
Store closures. . .. ............ — — — (€8] —
Stores at end of fiscal year. ... ... 113 100 100 92 86
Relocations and remodels. . . . .. .. 4 — 1 2 4
Total gross square footage . ... ... 2,383,000 2,129,000 2,129,000 1,955,000 1,811,000
Year-over-year change . . . ....... 12% — 9% 8% 14%

Our new store operating model, which is based on our historical performance, assumes a target store size
of approximately 17,000 to 22,000 gross square feet and assumes we achieve first year sales of $8 million to
$10 million. Our target net investment to open a new store varies based on the approach we take to
developing the applicable new store site. For example, we may enter into a “build-to-suit” lease, in which the
owner develops a store site to our specifications prior to us occupying the premises. For build-to-suit stores,
depending on site characteristics and other factors, our target net investment is approximately $3.0 million to
$4.0 million per store, including build-out costs and initial inventory, net of payables. Alternatively, we may
enter into a lease “as-is” for existing structures, in which we take the premises in its current state and develop
it. For opening stores in ‘“‘as-is” existing structures, depending on the age of the building, our target net
investment is approximately $3.5 to $4.5 million per store, although some transaction structures or specific
properties may be substantially higher. Occasionally, we enter into a lease for or acquire land and then build
the entire structure. In this case, depending on the site work and scope of the project, the net investment
excluding cost of land is typically $5.5 million to $6.5 million, although some transaction structures or
specific properties may be substantially higher.



Our operating mode] targets a cash flow contribution of greater than 10% of sales in the first year of
operations, increasing to the low-to mid- teens by the fifth year of operation. In addition, our investment
criteria and internal rate of return thresholds remain consistent across store site types. We target a payback
period of less than four years.

Drive comparable store sales. We aim to increase our comparable store sales by generating growth in
the number and average size of customer transactions at our existing stores. The key elements of our strategy
to increase the number of customer transactions at our existing stores include:

O  continuing to offer a differentiated food shopping experience that leads to favorable
word-of-mouth publicity;

O continuing to provide an assortment of distinctive, high-quality product offerings to generate new
and repeat visits to our stores; and

O  generating customer loyalty through expansion of products offered under our private-label brands.

The key elements of our strategy to increase the amount our customers spend when they visit our
stores include:

O  continuing to introduce new and creative products, including products offered under our private label
brands, to accommodate our customers’ evolving preferences;

O  expanding our selection of local and regional products;
O  utilizing in-store cross-marketing; and
O enhancing our product offering displays.

We believe that our commitment to providing differentiated and creative product offerings in response to
customer needs and preferences and our focus on customer service will continue to build customer loyalty and
favorable word-of-mouth publicity and lead to increased customer transactions at our stores and growth in the
amount our customers spend when they visit our stores.

Increase our highly-attractive operating margins. We intend to continue to increase our highly
attractive operating margins through scale efficiencies, improved systems, continued cost discipline and
enhancements to our merchandise offerings. Our anticipated store growth will permit us to benefit from
economies of scale in sourcing products and will allow us to leverage our existing infrastructure, corporate
overhead and fixed costs to reduce labor and supply chain management costs as a percentage of sales. In
addition to our continued expansion, as we refine and improve our various ordering, tracking and product
allocation systems, we expect to benefit from additional margin improvement opportunities by increasing
sales and reducing inventory shrinkage. We also believe that we can make profitable enhancements to our
merchandise offerings by, for example, increasing our selection of local and regional products. Finally,
we have begun to initiate new pricing and promotional efforts that we believe will over time, improve
our margins.

Industry Overview and Trends

The U.S. food retail industry encompasses store formats ranging from small grocery shops and
convenience stores to large supermarkets in which the supermarket format represents the largest segment of
the food retail industry. This format, of which we are a part, includes conventional, warehouse, supercenter,
limited assortment, military commissaries and natural/gourmet foods. We do not believe, however, that we
neatly fit into any of these categories. With an average store size of approximately 21,000 square feet, a focus
on perishables and only 9,000 to 10,000 SKUs in stock at any one time, we believe we are best defined as a
specialty food retailer.



Key trends that will continue to shape our market include:

O Increasing focus on the customer shopping experience: Supermarkets are enhancing or attempting
to enhance the consumer’s shopping experience in stores even as price competition is increasing.
Many conventional supermarkets have reduced new store expansion to direct capital expenditure
budgets toward remodeling existing stores. In addition, supermarkets are striving to be more
innovative and responsive to consumer preferences with their consumer interactions and product
offerings.

O Emphasis on healthy, fresh and quality offerings: Supermarkets are increasingly providing and
marketing fresh food items consistent with ongoing health trends and greater consumer awareness of
the negative aspects of processed foods. Many conventional supermarkets are attempting to
complement center aisle grocery formats with fresh formats that emphasize high-quality perishables
and prepared foods. The increased popularity of farmers’ markets over the past few years is also
indicative of a consumer preference for fresh food items. Additionally, the growing consumer
demand for fresh, quality offerings has improved the infrastructure for, and increased the supply of,
these items, resulting in improved sourcing, distribution and pricing.

O Localization: An increasing number of consumers believe that locally-grown products are fresher
and taste better. Consumers often purchase locally-grown food because they prefer to support local
growers. In addition, these consumers may believe that locally-grown food results in a reduced
environmental impact.

O Rise of private label: Supermarkets are increasingly developing and promoting private-label brands
to distinguish themselves from their competitors and promote customer loyalty. These private-label
brands can also offer benefits to retailers through increased margins and, in certain instances, to
customers through lower prices compared to branded products. Another key contributor to private
label growth has been the improved product quality image and exclusivity of certain brands, which
can further help to differentiate supermarkets from each other.

O  Aging customer demographic: According to the U.S. Census Bureau, by 2030, one in
five U.S. residents will be 65 or older, driven by an aging Baby Boomer population which, we
believe, tends to make a greater number of shopping trips and higher food at home spending per
household than younger age groups. :

Products and Stores

We offer fresh, carefully-selected, high-quality food products focused on perishable categories in a store
format that has been successful in diverse geographic and demographic markets.

Products

We have a significant focus on perishable product categories, which include meat, seafood, produce, deli,
bakery, floral, sushi and prepared foods. Our non-perishable product categories consist of traditional grocery
and dairy products as well as specialty foods, including bulk, coffee and candy, and beer and wine. We
emphasize fresh items that are distinct and of premium quality as compared to our conventional competitors.
The following is a breakdown of our perishable and non-perishable sales mix:

One Month
Year Ended Ended Year Ended
January 29 January 30 December 31
2012 2011 2010 2009 2008
Perishable . . . ............... 66.4% 65.9% 66.5% 66.8% 67.1%
Non-perishable. . ............. 33.6% 34.1% 33.5% 33.2% 32.9%



Our in-house merchants actively seek high-quality products from a wide range of sources. Our product
selection includes: :

o}

Meat. Our meat department offers our customers a unique Old World butcher shop experience set
apart by its flexibility, quality and service. Our professional meat cutters are available during all
hours of operation to answer customers’ questions, offer cooking tips and provide custom cuts of
meat. Our offerings include steaks that are expertly trimmed and aged for 14 to 21 days to provide
restaurant-quality taste and tenderness, fresh turkeys year-round and ground beef that is ground daily
in-store from steak trimmings and whole roasts.

Seafood. We offer our customers a distinctive selection of fresh seafood and choose our suppliers
based on the quality of their offerings. Our stores receive deliveries of fresh seafood up to six times
a week, demonstrating our dedication to freshness. One of the distinguishing characteristics of the
department is the prepared or “value-added” seafood selections, such as our popular
bourbon-marinated salmon and lobster-stuffed tilapia.

Produce. We offer our customers a “farmers’ market” experience focused on freshness, variety and
abundant displays. For example, our mushroom selection consists of many varieties, including
French horn, hen-of-the-woods and porcini. We also pride ourselves on offering our customers the
“best eating” varieties year-round, and offer a mix of conventional, certified organic and local
produce throughout the year depending on quality and availability. An example of our “best eating”
varieties is our Sweet Tango apple that may not be available in conventional supermarkets.

Grocery and Dairy. We carefully select our grocery and dairy products to provide hard-to-find and
premium-quality offerings to our customers, such as truffle oil and Devonshire cream. We have a
growing line of our distinctive private-label dairy and non-perishable grocery products that address
the wants and needs of our food-savvy shoppers and we employ these products as a vehicle for
building and supporting our brand. These include our private-label omega-3 eggs and our private-
label dairy products, which comprise a significant share of the dairy products we sell.

Prepared Foods. We have a growing prepared foods department with a broad selection of quality
products. Our prepared foods operations are focused on simplicity of execution, often relying on
standardized recipes and instructions provided to the stores to maintain consistency in quality and
food safety across the stores while maintaining a homemade, fresh look and great taste. Our
prepared foods include entrees such as turkey meatloaf and stuffed shells, rotisserie selections such
as whole chickens and baby back ribs and freshly made sandwiches and sides.

Deli.  Our European-style delicatessen features a broad assortment of high-quality deli meats and
typically offers more than 200 varieties of imported and domestic cheeses. Our cheese selection
includes Parmesan Reggiano, fresh mozzarella, manchego, gruyere and imported brie. Our deli meats
are sliced to customer specifications and most cheese is cut, wrapped and weighed in-store.

Bakery. We utilize a combination of in-store and third-party bakeries to produce our baked goods.
The presence of daily on-site baking enhances the customer’s shopping experience and reinforces the
freshness and value provided in each store. The open layout of our bakery contributes to our
aesthetically-pleasing store environment by, for example, allowing our customers to see and smell
warm cookies as they come out of the oven and watch birthday cakes being decorated.

Bulk, Coffee and Candy. A number of products are offered in bulk format including nuts, dried
fruits, snack mixes, coffee and candy. We take pride in the quality and selection we provide,
including nut varieties that we believe are larger than those offered by many conventional
supermarkets. In addition, we carry only 100% Arabica coffee beans. The substantial number of
options and presentation utilizing wooden stands, crates and barrels in these departments helps
reinforce the open-air Old World market feeling.



O  Beer and Wine. We believe that wine enhances our customers’ food experience. We offer a
carefully selected assortment of highly-ranked wines at affordable prices, everyday wines and wine
from local vintners. We also offer beers from local, domestic and foreign brewers. Beer and wine
sales are subject to applicable law and are not available in every store.

O  Floral and Gifts. Lively, elegant floral displays greet our customers when they enter the store. In
order to offer our customers attractive seasonal flowers at peak blooming, we regularly vary the
selection of our floral offerings, which include our top-selling roses, orchids and tulips. Our gift
selection includes candles, cookbooks, kitchen items and seasonal and holiday gift baskets.

We believe our ability to identify, source, merchandise and market differentiated products is critical to
our success. We carefully select new products based on a variety of attributes including taste, color, size,
grade, marbling, growing conditions, origins and freshness. Our centralized merchandising team rigorously
rotates, updates and re-evaluates our existing merchandise offerings and regularly tests new products in our
stores to excite our customers and to better understand customer preferences. Although our typical store
carries approximately 9,000 to 10,000 SKUs at any one time, our stores carry approximately 17,000 to
20,000 SKUs over the course of a year. This allows us to maintain a consistent flow of new and seasonal
products in our stores and keep our product assortment fresh and relevant.

Pricing Strategy

By maintaining our commitment to providing premium products at reasonable prices, we believe we are
able to communicate to our customers a sense of value and foster a relationship of trust, which in turn
generates customer loyalty. We attract customers to our stores based on the quality of our products and a
differentiated shopping experience, in contrast to many conventional food retailers who frequently use non-
discretionary products or promotional pricing to drive sales.

Our pricing decisions are driven by the limited direct overlap between our product offerings and the
products offered by most conventional supermarkets. Where our products are directly comparable to those
offered by our competitors, such as grocery and dairy staples, beer and wine, we aim to price them
competitively, and where our products are recognizably distinct from those offered by our competitors, such as
our produce, meat and seafood, we aim to price them at a premium that is commensurate with the product’s
higher quality. For example, our Fuji apples, because of their size, color and lack of bruising, are priced at a
premium to those carried at many conventional supermarkets. In addition, our ground beef, because it is
ground fresh in our stores every day, is priced at a premium to that which is carried by many conventional
supermarkets, which may purchase their ground beef frozen and in bulk.

Stores

Our stores are organized around distinct departments with engaging merchandise displays that reinforce
our emphasis on freshness and service. In addition, our stores are decorated and designed to evoke a
“neighborhood grocer” feel, and in some cases are customized to local and regional tastes. The careful
design of our stores creates a warm, inviting atmosphere that evokes a simple elegance, with colorful
product presentations, ceramic tiled floors, darkened ceilings, incandescent lighting and classical music. The
aroma of flowers, coffee and freshly baked goods permeates the stores and other amenities, such as free coffee
daily and cut-to-order meats, enhance the shopping experience for our customers. The Fresh Market store
atmosphere is meant to encourage the customer to slow down, interact with employees and have an enjoyable
shopping experience.

Each of our stores uses standardized product display fixtures with flexible arrangement and design
options that enable us to accommodate each store’s distinct customer base and location. Each of our
discrete departments, such as deli, bakery, seafood and meat, has several well-developed merchandising and
display alternatives to optimize the available space. We position our full-service departments adjacent to each
other to provide a “market feel” and foster interaction between employees and customers. As a result,
although departments are systematically arranged, they appear customized to local tastes. This further
reinforces our ability to successfully replicate our customers’ shopping experience and retain the charm of a
“neighborhood grocer.” ,



We employ a detailed, analytical process to identify new store locations. We target locations based on
demographic characteristics, including income and education levels, drive times and population density, as
well as other key characteristics including convenience for customers, visibility, access, signage and parking
availability. We generally visit a potential location multiple times to perform on-site diligence and interview
potential customers. We supplement our in-house efforts by leveraging the expertise of our extensive
regional broker network. Our real estate committee, which includes members of senior management,
approves all new stores.

Store Staffing and Operations

Our typical store is staffed with approximately 70-80 full-and part-time employees including a store
manager, two to three assistant store managers and five department heads. The store management team is
responsible for all aspects of store execution including managing inventory and cash, maintaining a clean and
engaging store environment, and hiring, training and supervising our store employees. Importantly, we
encourage our employees, especially our store managers, to engage regularly with our customers. To facilitate
interaction between staff and customers, our store managers are typically positioned on our selling floor, near
our service counters.

In addition, we employ a dedicated new store opening team, including a new store operations manager,
which is exclusively focused on the new store opening process. We believe this allows us to seamlessly open
new stores while our field management team can focus on continuing to improve the performance of our
existing stores.

Our stores are generally open seven days a week from 9:00 am to 9:00 pm Monday through Saturday,
and 10:00 am to 8:00 pm on Sunday.

Training and Development

We believe that our success and our growth are dependent upon hiring, training, retaining,
developing, and promoting qualified and enthusiastic employees who share our passion for delivering an
extraordinary f