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DEAR STOCKHOLDERS,

2018 was a year of tangible progress towards our long-term goals. At the
beginning of 2018, we launched several initiatives designed to ensure that
our business continues to evolve with the changing needs of our customer.
These initiatives, which address our ongoing marketing, technology,
off-premise, and labor management strategies, have served as a foundation
to further our operational excellence, and we believe will position Chuy's to
generate healthy top-line and earnings growth in the years to come.

On the marketing front, we continued to focus on improving our brand
awareness and value messaging in both core and new markets. We also
implemented online ordering in all our restaurants and early adoption has
been very encouraging. Continuing with our off-premise initiative, we
successfully rolled out catering across five markets during 2018 and are
pleased with the growth in this area. We believe that our catering platform
will give us another avenue for top-line growth while at the same time
improving awareness of the Chuy's brand. Lastly, we continued to make
progress integrating our new labor management tool and look forward to
fully realizing the benefit of increased productivity and enhanced sales
projections in the near future.

During 2018, we successfully expanded our store base by approximately
10% with the addition of nine new Chuy’s locations. Our 2018 development
brought our total restaurant count to a new milestone of 100 restaurants in
19 states at the end of the year, introducing our unique flavors to a wider
audience. To further ensure successful expansion in newer markets going
forward, we are in the early stages of building a real estate analytics tool
which will allow us to create a psychographic profile of our top markets,
which we can use to identify new locations. In the meantime, we will maintain
our strategy of back-filling existing markets to not only drive brand
awareness but also allow for greater marketing efficiencies.

As we look to 2019, we are limiting our development to between five to
seven restaurants, all of which will be in areas with proven high average unit
volumes. We believe this strategy will allow us to balance new unit growth
with driving sales and improving restaurant-level margins in our existing
restaurants through the initiatives we've laid out.

In summary, we believe the long-term prospects of our business remain
healthy and we are excited about our achievements in 2018. Most importantly,
| would like to personally thank the entire Chuy’s team as none of these
accomplishments would have been possible without their tireless work and
dedication in delivering the Chuy's experience to our guests every day. With
a marketing plan that is directed to driving both awareness and frequency,
online ordering and catering programs that provide other avenues for
top-line growth, and a solid development pipeline, we believe we have the
building blocks necessary to further elevate the Chuy's brand and create
incremental long-term stockholder value.

- e

R Steven J. Hislop
\ Chairman, President and
Chief Executive Officer

Sincerely,
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2018 HIGHLIGHTS

AT CHUY'S,WE CONTINUE TO STRENGTHEN
THE ORGANIZATION AT ALL LEVELS.
Revenue increased 7.7% to $398.2 million from $369.6 million in the

2017 fiscal year. The extra operating week in fiscal 2017 accounted
for approximately $7.3 million in revenue in that year.

On a calendar basis, comparable restaurant sales increased 0.5%.

. Net income was $5.5 million, or $0.32 per diluted share, compared
to $29.0 million, or $1.70 per diluted share, during the fiscal year
2017. Net income in fiscal year 2018 included a $12.3 million ($9.4
million net of tax) non-cash loss related to an impairment of assets
at six restaurants. Net income in fiscal year 2017 included a
favorable adjustment of $11.7 million due to the revaluation of our
net deferred tax liability as a result of the Tax Act as well as a gain
on insurance settlements of $1.4 million ($1.0 million net of tax).

h‘; Adjusted net income* was $15.0 million, or $0.88 per diluted

share, compared to $16.3 million, or $0.96 per diluted share,
during the fiscal year 2017. The Company estimates that the extra
operating week in fiscal year 2017 contributed $0.07 per diluted
share to adjusted net income in that year, which was partially offset
by $0.04 per diluted share as a result of the temporary closure of
one restaurant due to the damage from Hurricane Harvey.

The company completed its online ordering rollout, hired a national
marketing agency, and expanded its catering program to five
markets during fiscal 2018.

“" » A total of nine new restaurants opened during 2018.

*Adjusted net income and restaurant-level operating profit are non-GAAP measures. For a
reconciliation of adjusted net income and restaurant-level operating profit to the most
directly comparable GAAP measure and for a discussion of why we consider it useful, see
“Non-GAAP Measures” on the back inside cover of this annual report.
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Forward-Looking Statements

This annual report on Form 10-K contains forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These statements reflect the current views of our senior management with respect to future events and our
financial performance. These statements include forward-looking statements with respect to our business and industry in general.
Statements that include the words “expect,” “intend,” “plan,” “believe,” “project,” “forecast,” “estimate,” “may,” “should,”
“anticipate” and similar statements of a future or forward-looking nature identify forward-looking statements for purposes of the

federal securities laws or otherwise.

EEINT3 ER N1 EEINT3

Forward-looking statements address matters that involve risks and uncertainties. Accordingly, there are or will be important factors
that could cause our actual results to differ materially from those indicated in these statements. We believe that these factors
include, but are not limited to, the following:

» the success of our existing and new restaurants;
*  our ability to identify appropriate sites and develop and expand our operations;
»  our ability to manage our growth effectively;

*  we operate most of our restaurants under long-term leases which we would be obligated to perform even if we closed
our restaurants;

* we may not be able to renew leases;

» changes in economic conditions;

» damage to our reputation or lack of acceptance of our brand in existing or new markets;
*  our expansion into markets that we are unfamiliar with;

+ economic and other trends and developments, including adverse weather conditions, in the local or regional areas in
which our restaurants are located and specifically in Texas where a large percentage of our restaurants are located,;

» the impact of negative economic factors, including the availability of credit, on our landlords and surrounding tenants;
» changes in food availability and costs;

» labor shortages and increases in our labor costs, including as a result of changes in government regulation, such as the
adoption of federal health care legislation;

» food safety and food borne illness concerns;
* increased competition in the restaurant industry and the segments in which we compete;

+ the impact of legislation and regulations regarding nutritional information, and new information or attitudes regarding
diet and health or adverse opinions about the health of consuming our menu offerings;

» the impact of federal, state and local beer, liquor and food service regulations;
» the impact of litigation;
» the success of our marketing programs;

+ the impact of new restaurant openings, including the effect on our existing restaurants when opening new restaurants in
the same markets;

» the loss of key members of our management team;

»  strain on our infrastructure and resources caused by our growth;

» the inadequacy of our insurance coverage and fluctuating insurance requirements and costs;
» the impact of our indebtedness on our ability to invest in the ongoing needs of our business;
*  our ability to obtain debt or other financing on favorable terms or at all;

» the impact of a potential requirement to record asset impairment charges in the future;

» the impact of security breaches of confidential customer information in connection with our electronic processing of
credit and debit card transactions;

* inadequate protection of our intellectual property;



» the failure of our information technology system or the breach of our network security;
* amajor natural or man-made disaster;

» our increased costs and obligations as a result of being a public company;

» the failure of our internal control over financial reporting;

» the impact of federal, state and local tax laws;

»  volatility in the price of our common stock;

» the timing and amount of repurchases of our common stock, if any, changes to the Company's expected liquidity position
and the possibility that the repurchase program may be suspended or discontinued;

» the impact of future sales of our common stock and any additional capital raised by us through the sale of our common
stock or grants of additional equity-based compensation;

» the impact of a downgrade of our shares by securities analysts or industry analysts, the publication of negative research
or reports, or lack of publication of reports about our business;

» the effect of anti-takeover provisions in our charter documents and under Delaware law;
» the effect of our decision to not pay dividends for the foreseeable future;

» the effect of changes in accounting principles applicable to us;

*  our ability to raise capital in the future; and

» other risks and uncertainties described from time to time in the Company's filings with the Securities and Exchange
Commission.

Although we believe that the expectations reflected in the forward-looking statements are reasonable based on our current
knowledge of our business and operations, we cannot guarantee future results, levels of activity, performance or achievements.
The foregoing factors should not be construed as exhaustive and should be read together with other cautionary statements in this
annual report, including under the heading "Risk Factors" in Item 1A of this annual report. If one or more of these or other risks
or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may differ materially from what
we anticipate. Any forward-looking statements you read in this Form 10-K reflect our views as of the date of this annual report
with respect to future events and are subject to these and other risks, uncertainties and assumptions relating to our operations,
results of operations, growth strategy and liquidity. You should not place undue reliance on these forward-looking statements and
you should carefully consider all of the factors identified in this report that could cause actual results to differ. We assume no
obligation to update these forward looking statements, except as required by law.

Basis of Presentation

We operate on a 52- or 53-week fiscal year that ends on the last Sunday of the calendar year. Each quarterly period has 13 weeks,
except for a 53-week year when the fourth quarter has 14 weeks. Our 2018 and 2016 fiscal years each consisted of 52 weeks and
our 2017 fiscal year consisted of 53 weeks. Fiscal years are identified in this annual report according to the calendar year in which
the fiscal year ends. For example, references to “2018,” “fiscal 2018,” “fiscal year 2018 or similar references refer to the fiscal
year ending December 30, 2018.
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Unless otherwise specified, or the context otherwise requires, the references in this report to "Chuy's", “our company,” “the
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Company,” “us,” “we” and “our” refer to Chuy’s Holdings, Inc. together with its subsidiaries.

ITEM 1. BUSINESS
General

Chuy’s is a growing, full-service restaurant concept offering a distinct menu of authentic, freshly-prepared Mexican and Tex-Mex
inspired food. We were founded in Austin, Texas in 1982. As of December 30, 2018, we operated 100 restaurants across 19 states,
with an average annual unit volume of $4.3 million for our 81 comparable restaurants. Our restaurants have a common décor, but
we believe each location is unique in format, offering an “unchained” look and feel, as expressed by our motto “If you’ve seen
one Chuy’s, you’ve seen one Chuy’s!” We believe our restaurants have an upbeat, funky, eclectic, somewhat irreverent atmosphere
while still maintaining a family-friendly environment. We are committed to providing value to our customers through offering
generous portions of made-from-scratch, flavorful Mexican and Tex-Mex inspired dishes. We believe our employees are a
cornerstone of our culture and set the tone for a fun, family-friendly atmosphere with attentive service. We believe the Chuy’s
culture is one of our most valuable assets, and we are committed to preserving and continually investing in our culture and our
customers’ restaurant experience.

Our core menu was established using recipes from family and friends of our founders, and has remained relatively unchanged
over the years. We offer the same menu during lunch and dinner, which includes enchiladas, fajitas, rellenos, tacos, burritos,
combination platters and daily specials, complemented by a variety of appetizers, soups and salads. Each of our restaurants also
offers a variety of homemade sauces, including our signature Hatch Green Chile, Boom-Boom and Creamy Jalapeio sauces, all
of which we make from scratch daily in each restaurant. These sauces are a key element of our offering and provide our customers
with an added ability to customize their orders. Our menu offers considerable value to our customers, with our average check of
$15.08 as of December 30, 2018, which we believe is on the lower end of our casual dining peer group. We also offer a full-service
bar in all of our restaurants providing our customers a wide variety of beverage offerings, featuring a selection of specialty cocktails
including our signature on-the-rocks margaritas made with fresh, hand-squeezed lime juice and the King's Punch, a made-to-order,
hand-shaken rum cocktail served in our signature shaker. The bar represents an important aspect of our concept, where customers
frequently gather prior to being seated. For the twelve months ended December 30, 2018, alcoholic beverages constituted 18.4%
of our total restaurant sales.

We strive to create a unique and memorable customer experience at each of our locations. While the layout in each of our restaurants
varies, we maintain distinguishable elements across our locations, including hand-carved, hand-painted wooden fish imported
from Mexico, a variety of vibrant Mexican folk art, a “Nacho Car” that provides complimentary chips, salsa and chile con queso
in the trunk of a classic car, vintage hubcaps hanging from the ceiling, colorful hand-made floor and wall tile and festive metal
palm trees. Including patio space, our restaurants range in size from 5,300 to 12,200 square feet, with seating for approximately
200 to 400 customers. Nearly all of our restaurants feature outdoor patios. We design our restaurants to have flexible seating
arrangements that allow us to cater to families and parties of all sizes. Our brand strategy of having an “unchained” look and feel
allows our restaurants to establish their own identity and provides us with a flexible real estate model. Our site selection process
is focused on conversions of existing restaurants as well as new ground-up prototypes in select locations. Our restaurants are open
for lunch and dinner seven days a week. We serve approximately 5,400 customers per location per week or 280,000 customers
per location per year, on average, by providing high-quality, freshly prepared food at a competitive price point. We believe that
many of Chuy’s frequent customers visit one of our restaurants multiple times per week.

Our Business Strengths
Over our 36-year operating history, we have developed and refined the following strengths:

Fresh, Authentic Mexican and Tex-Mex Inspired Cuisine. Our goal is to provide unique, authentic Mexican and Tex-Mex inspired
food using only the freshest ingredients. We believe we serve authentic Mexican and Tex-Mex inspired food based on our recipes,
ingredients, cooking techniques and food pairings, which originated from our founders’ friends and families from Mexico, New
Mexico and Texas. Every day in each restaurant, we roast and hand pull whole bone-in chicken breasts, hand roll fresh tortillas,
squeeze fresh lime juice and prepare fresh guacamole from whole avocados. In addition, we make all ten of our homemade sauces
daily using high-quality ingredients. We believe this commitment to made-from-scratch, freshly prepared cooking results in great
tasting, high-quality food, a sense of pride among our restaurant employees and loyalty among our customers. Some of our kitchen
managers travel to Hatch, New Mexico every summer to hand-select batches of our green chiles. We believe our commitment to
serving high-quality food is also evidenced by serving only Choice quality beef and fresh ingredients. We believe our servers and
kitchen staff are highly proficient in executing the core menu and capable of satisfying large quantities of custom orders, as the
majority of our orders are personalized.



Considerable Dining Value with Broad Customer Appeal. We are committed to providing value to our customers through offering
generous portions of flavorful Mexican and Tex-Mex inspired dishes using fresh, high-quality ingredients. We believe our menu
offers a considerable value proposition to our customers, with our average check of $15.08 as of December 30, 2018, which we
believe is on the lower end of our casual dining peer group. Through our educational programs, we train our employees to make
sure that each plate is prepared according to our presentation and recipe standards.

Although our core demographic is ages 21 to 44, we believe our restaurants appeal to a broad spectrum of customers and will
continue to benefit from trends in consumers’ preferences. We believe consumers are craving bold, spicy and flavorful foods, like
those featured in our core offering. Additionally, we believe our brand appeals to a wide demographic and will continue to benefit
from the growing demand for fresh, authentic Mexican and Tex-Mex inspired food and a fun, festive dining experience. We believe
we are also an attractive venue for families and other large parties, and consider some of our restaurants to be destination locations,
drawing customers from as far as 30 miles away. We locate our restaurants in high-traffic locations to attract primarily local patrons
with limited reliance on business travelers.

Upbeat Atmosphere Coupled with Irreverent Brand Helps Differentiate Concept. As stated in our motto “If you’ve seen one Chuy’s,
you’ve seen one Chuy’s!” each of our restaurants is uniquely designed. However, most share a few common elements—hand-
carved, hand-painted wooden fish, vintage hubcaps hanging from the ceiling, colorful hand-made floor and wall tile, palm trees
hand-crafted from scrap metal and a variety of colorful Mexican folk art. Much of this décor, including all of the wooden fish and
painted tiles, is sourced from vendors in Mexican villages that have partnered with us for decades. Additionally, virtually all
restaurants during weekday happy hours feature a complimentary self-serve “Nacho Car,” a hollowed-out, customized classic car
trunk filled with fresh chips, salsa, chile con queso and more.

We believe these signature elements, combined with attentive service from our friendly and energetic employees create an upbeat
ambience with a funky, eclectic and somewhat irreverent atmosphere. Our restaurants feature a fun mix of rock and roll rather
than traditional Mexican-style music, which we believe helps to provide an energetic customer experience. We also believe that
each restaurant reflects the character and history of its individual community. Many of our restaurants have added unique, local
elements such as a special wall of photos featuring customers with their dogs. We believe this has allowed our customers to develop
a strong sense of pride and ownership in their local Chuy’s.

Deep Rooted and Inspiring Company Culture. We believe the Chuy’s culture is one of our most valuable assets, and we are
committed to preserving and continually investing in our culture and restaurant experience. Since our founding in 1982, we believe
we have developed close personal relationships with our customers, employees and vendors. We emphasize a fun, passionate and
authentic culture and support active social responsibility and involvement in local communities. We regularly sponsor a variety
of community events including our annual Chuy’s Children Giving to Children Parade and other local charitable events. We also
support St. Jude Children's Research Hospital on their annual pin-up campaign, raising money and awareness for childhood cancer
treatments. We believe our employees and customers share a unique energy and passion for our concept. We believe these
characteristics contribute to our favorable annual employee turnover rate at our comparable restaurants and our goal of promoting
40% of restaurant-level managers from within, as well as our solid base of repeat customers.

In order to retain our unique culture as we grow, we invest significant time and capital into our training programs. We devote
substantial resources to identifying, selecting and training our restaurant-level employees. We believe our focus on cultural training
is a core aspect of our Company and reinforces our commitment to the Chuy’s brand identity. In conjunction with our training
activities, we hold “Culture Clubs” 15 times or more per year, as a means to fully impart the Chuy’s story through personal
appearances by our founders.

Flexible Business Model with Industry Leading Unit Economics. We have a long standing track record of consistently producing
high average unit volumes relative to competing Mexican concepts, as well as established casual dining restaurants. For the twelve
months ended December 30, 2018, our comparable restaurants generated average unit volumes of $4.3 million, with our highest
volume comparable restaurant generating approximately $9.2 million. We have opened and operated restaurants in Texas, the
Southeast and the Midwest and achieved attractive rates of return on our invested capital, providing a strong foundation for
expansion in both new and existing markets. Under our investment model, our new restaurant openings have historically required
a net cash investment of approximately $2.4 million. For our new unit openings, we estimate the cost of a conversion or ground-
up buildout will require a total cash investment of $2.0 million to $3.5 million (net of estimated tenant incentives of between zero
and $1.0 million).

Experienced Management Team. We are led by a management team with significant experience in all aspects of restaurant
operations. As of December 30, 2018 our senior management team had an average of approximately 34 years of restaurant
experience and our 101 general managers had an average tenure at Chuy’s of approximately 6 years. In 2007, we hired our CEO
and President, Steve Hislop. Mr. Hislop is the former President of O’Charley’s Restaurants, where he spent 19 years performing
a variety of functions, including serving as Concept President and a member of the board of directors, and helped grow the business
from 12 restaurants to a multi-concept company with 347 restaurants during his tenure. Since Mr. Hislop’s arrival in 2007, we



have accelerated our growth plan and opened 92 new restaurants, net of one relocation, as of December 30, 2018, and entered 18
new states.

Our Business Strategies

Pursue New Restaurant Development. We plan to identify and pursue major markets for expansion, where we believe we can
achieve high unit volumes and attractive unit level returns, while at the same time backfilling our existing markets to continue to
build brand awareness. We believe the broad appeal of the Chuy’s concept, historical unit economics and flexible real estate
strategy enhance the portability of our concept and provide us opportunity for continued expansion. Currently, our new restaurant
development primarily consists of ground up construction and conversions of existing structures.

We have built a scalable infrastructure and have grown our restaurant base through a challenging economic environment. In 2016,
we opened twelve new restaurants, one in a new market and eleven backfilling existing markets. We opened eleven new restaurants
in 2017, three in new markets and eight backfilling existing markets. We opened nine new restaurants in 2018, one in a new market
and eight backfilling existing markets. During 2019, we plan to open a total of five to seven restaurants in proven existing markets.

Deliver Consistent Comparable Restaurant Sales Through Providing High-Quality Food and Service. We believe we will be able
to generate comparable restaurant sales growth by consistently providing an attractive price/value proposition for our customers
with excellent service in an upbeat atmosphere. We remain focused on delivering freshly prepared, authentic, high-quality Mexican
and Tex-Mex inspired cuisine at a considerable value to our customers. Though the core menu will remain unchanged, we will
continue to explore potential additions as well as limited time food and drink offerings. Additionally, we will continue to promote
our brand and drive traffic through local marketing efforts, social media and charity events such as the Chuy’s Children Giving
to Children Parade, as well as our line of eclectic t-shirts.

We prioritize customer service in our restaurants, and will continue to invest significantly in ongoing training of our employees.
In addition to our new manager's training program and frequent “Culture Clubs,” 20 to 24 of our trainers are dispatched to open
new restaurants and ensure a solid foundation of customer service, food preparation and our cultured environment. We believe
these initiatives will help enhance customer satisfaction, minimize wait times and help us serve our customers more efficiently
during peak periods, which we believe is particularly important at our restaurants that operate at or near capacity.

Leverage Our Infrastructure. In preparation for our new restaurant development plan, we have made investments in our
infrastructure over the past several years. We believe we now have the corporate and restaurant-level supervisory personnel in
place to support our growth plan for the foreseeable future without significant additional investments in infrastructure. Therefore,
we believe that as the restaurant base grows, our general and administrative costs are expected to increase at a slower growth rate
than our revenue.

Real Estate

As of December 30, 2018, we leased 107 locations, of which 87 are free-standing restaurants and 20 are end-cap or in-line
restaurants in Class A locations. During the year ended December 30, 2018, we also purchased one lot for development of a
free-standing restaurant. End-cap restaurants are highly visible locations at one of the ends of a retail development whereas in-
line restaurants are locations that are between multiple retail locations within a development. Class A locations are upscale
properties with easily identifiable locations and convenient access that are surrounded by other upscale properties. Including
patio space, our restaurants range in size from approximately 5,300 to 12,200 square feet, averaging approximately 8,500
square feet with seating capacity for approximately 200 to 400 customers. Since the beginning of 2008 through December
30, 2018, we have opened 92 new restaurants, net of one relocation. Since our inception in 1982 through December 30, 2018,
we have moved three locations and closed three locations. Subsequent to fiscal year 2018, we closed one restaurant in
Miami, Florida and another restaurant in Cumberland, Georgia. All of our leases provide for base (fixed) rent, plus the
majority provide for additional rent based on gross sales (as defined in each lease agreement) in excess of a stipulated
amount, multiplied by a stated percentage. A significant percentage of our leases also provide for periodic escalation of
minimum annual rent either based upon increases in the Consumer Price Index or a pre-determined schedule. Typically, the
initial terms of our leases are 10 or 15 years in length with two to three, five-year extension options. The initial terms of our
leases currently expire between 2021 and 2039. We are also generally obligated to pay certain real estate taxes, insurances,
common area maintenance charges and various other expenses related to the properties. Our corporate headquarters is also
leased and is located at 1623 Toomey Road, Austin, Texas 78704.



Site Selection Process

We have developed a targeted site acquisition and qualification process incorporating management’sexperience as well as extensive
data collection, analysis and interpretation. We are currently pursuing restaurants in existing markets, and we will continue to
expand in selected regions throughout the U.S. Our Director of Real Estate and Development works with a master broker who is
responsible for identifying and working with local brokers to conduct preliminary research regarding possible development
locations. This master broker also assists in site selection and market research. The preliminary research includes an analysis of
traffic patterns, parking, access, demographic characteristics, population density, hotel occupancy, major employers, restaurant
sales, level of affluence and current or expected co-retail and restaurant tenants. Our Director of Real and Estate Development
and the master broker then present potential sites to our Vice President of Real Estate and Development. If our financial criteria
for the site are satisfied, our Vice Presidents of Operations and Chief Executive Officer visit the site and our management negotiates
the lease. The key criteria we have for a site is that the population within a three mile radius of the restaurant has a high concentration
of our target demographic, which is persons ages 21 to 44 and persons with median income ranges in excess of $60,000 per year
that dine out frequently. We also prefer locations with high visibility, especially in a new market, and ample surface parking spaces.

Subsequent to December 30, 2018, we engaged a full-service spatial analytics firm to conduct a comprehensive analysis of new
market potential, customer profiling and site selection. This will enhance our market and site selection process with location-based
data analytics for our development plan for 2020.

We seek to identify sites that contribute to our “If you’ve seen one Chuy’s, you’ve seen one Chuy’s” vision, meaning no two
restaurants are alike. As we do not have standardized restaurant requirements with respect to size, location or layout, we are able
to be flexible in our real estate selection process. In line with this strategy, we prefer to identify a combination of conversion sites
as well as ground-up prototypes.

Design

After identifying a site, we commence our restaurant buildout. We strive to create a unique and memorable customer experience
at each of our locations. While the layout in each of our restaurants varies, we maintain certain distinguishable elements across
virtually all locations — hand-carved, hand-painted wooden fish imported from Mexico, a variety of vibrant Mexican folk art, a
“Nacho Car” that provides complimentary chips, salsa and chile con queso in the trunk of a classic car, vintage hubcaps hanging
from the ceiling, colorful hand-made floor and wall tile and festive metal palm trees. Nearly all of our restaurants feature outdoor
patios. Additionally, our flexible seating arrangements allow us to cater to families and parties of all sizes including larger groups,
which we believe is a key differentiator from other casual dining operators.

Our new restaurants are either ground-up prototypes or conversions. For our new unit openings, we estimate the cost of a conversion
or ground-up buildout will require a total cash investment of $2.0 million to $3.5 million (net of estimated tenant incentives of
between zero and $1.0 million). The flexibility of our concepts has enabled us to open restaurants in a wide variety of locations,
including high-density residential areas and near shopping malls, lifestyle centers and other high-traffic locations. On average, it
takes us approximately 14 to 18 months from identification of the specific site to opening the doors for business. In order to
maintain consistency of food and customer service as well as the unique atmosphere at our restaurants, we have set processes and
timelines to follow for all restaurant openings.

The development and construction of our new sites is the responsibility of our real estate and development team. Several project
managers are responsible for building the restaurants, and several staff members manage purchasing, budgeting, scheduling and
other related administrative functions.

New Restaurant Development

We have opened 92 new locations, net of one relocation, since the beginning of 2008 through December 30, 2018 and our
management believes we are well-positioned to continue our growth through our new restaurant pipeline, which includes locations

currently under development. We maintain a commitment to capitalizing on opportunities and realizing efficiencies in our existing
markets. Additionally, we seek to identify new markets in which we believe there is capacity for us to open multiple restaurants.

Restaurant Operations

We currently have twenty-one supervisors that report directly to our four Vice Presidents of Operations who in turn report to our
Chief Operating Officer. Each supervisor oversees an average of approximately four to six restaurants. The staffing at our restaurants
typically consists of a general manager, a kitchen manager and three to five assistant managers. In addition, each of our restaurants
employs approximately 100 hourly employees. Our Chief Operating Officer was appointed in September 2018 and has served the
Company in different roles since 2010.



Sourcing and Supply

As of December 30, 2018, we have one national distributor, Performance Food Group (“PFG”), and various other suppliers to
provide our beef, cheese, beans, soybean oil, beverages and our groceries. Our national distributor makes deliveries to each
restaurant two to three times each week. Our distributor relationship with PFG has been in place for approximately six years and,
as of July 1, 2018, now covers all of our locations. Previously, we used Labatt Foodservice in Texas, Oklahoma, Louisiana and
Colorado across 42 locations as well as PFG in the rest of the United States across the other 58 locations. The transition to one
national distributor maximizes purchasing efficiency and facilitates distribution logistics. For our chicken products, we now also
rely on one supplier for all of our locations. For our green chiles, we contract to buy through suppliers located in New Mexico.
Each restaurant, through its general manager and kitchen manager, purchases its produce locally. Changes in the price or availability
of certain food products could affect the profitability of certain food items, our ability to maintain existing prices and our ability
to purchase sufficient amounts of items to satisfy our customers’ demands.

We are currently under contract with our principal non-alcoholic beverage providers through the fall of 2020 and intend to renew
these contracts in the fall of 2019. Our ability to arrange national distribution of alcoholic beverages is restricted by state law;
however, where possible, we negotiate directly with spirit companies and/or regional distributors. We also contract with a third-
party provider to source our cooking oil.

Food Safety

Providing a safe and clean dining experience for our customers is essential to our mission statement. We have taken steps to control
food quality and safety risks, including implementing a training program for our kitchen staff, employees and managers focusing
on food safety and quality assurance. In addition, to minimize the risk of food-borne illness, we have implemented a Hazard
Analysis and Critical Control Points (“HACCP”) system for managing food safety and quality. We also consider food safety and
quality assurance when selecting our distributors and suppliers. Our suppliers are inspected by federal, state and local regulators
or other reputable, qualified inspection services, which helps ensure their compliance with all federal food safety and quality
guidelines.

Building Our Brand

We believe our restaurants appeal to a broad spectrum of customers due to our freshly-prepared food and beverage offerings,
attentive service and festive dining experience. Our target demographic is persons ages 21 to 44 and persons with median income
in excess of $60,000 per year that dine out frequently. We aim to build our brand image and awareness at the company level while
retaining local neighborhood relationships. We achieve this through digital initiatives and targeted traditional advertising that
attract new customers combined with local store marketing initiatives aimed at increasing the frequency of visits by our current
customers. We partner with a national media marketing agency and a full-service marketing communication agency to plan our
marketing strategy and our core creative direction. At the local level, we primarily foster relationships with local schools, hotels,
businesses, sports teams and neighborhood associations and sponsor local charity events. We also focus on generating significant
brand awareness at new restaurant openings.

Digital Marketing

We have increased our digital presence through search and mobile advertising, online listings and paid social media promotions.
In addition to reaching a larger audience with targeted messaging and radius geo-fencing, we are gathering more accurate
demographic information and insight into our customers behaviors. Our Online Ordering platform is fully integrated with our
digital initiatives, generating another data point. Our increased social media presence has enabled us to reach a significant number
of people in a timely fashion and at a low cost. We use Facebook, Instagram and Twitter to promote our brand. We have a Facebook
page and a social media champion for every restaurant, allowing us to connect to the community with local content and celebrate
our people and our culture.

Local Store Marketing

Since our founding in 1982, Chuy’s success has stemmed from close personal relationships with our customers, employees and
vendors. We believe the Chuy’s culture, which emphasizes fun and authenticity while fostering social responsibility and
involvement in local communities, is one of our most valuable assets, and we are committed to preserving and continually investing
in it.

A key aspect of our local restaurant marketing/branding strategy is developing community relationships. Our restaurant managers
are closely involved in developing and implementing our local store marketing initiatives.

We regularly support a variety of community events, primarily focusing on helping children's charities. Over Thanksgiving
weekend, we host the Chuy’s Children Giving to Children Parade, which collects toys for Operation Blue Santa in Austin, Texas.
Operation Blue Santa gives gifts and holiday meals to families in need in Central Texas. Other local events include the Give Kids



the World and Something mA Agic Foundation event in Orlando, Florida, the Youth for Tomorrow Golf Classic in Northern Virginia,
and the Vanderbilt Children's Hospital River of Hope Radiothon in Nashville, Tennessee.

A strong relationship with our green chile farmer in Hatch, New Mexico, has resulted in our long-standing Green Chile Festival,
one of our largest annual promotions. During the peak of harvest season in late summer, we celebrate the Hatch green chile with
special menu items and promotional giveaways.

New Restaurant Openings

We have a marketing strategy that we use in connection with opening new restaurants to help build local brand recognition and
create a “buzz”. We engage local public relations partners to assist us with earned media coverage, identifying events for Chuy’s
to be a part of, establishing relationships with local charities and networking with community leaders. We strategically choose
community events in the months leading up to our opening date to promote the new location and build local relationships. We
employ a variety of pre-opening marketing initiatives such as paid social media promotions, delivering free food to businesses
highlighting our defining differences, fundraising for our charity partner and hosting a dog event to collect pictures for our “dog
wall.” On opening day, we promote our “First 50” contest, giving the first 50 customers in line a punch card for free Chuy’s every
month for a year.

Training and Employee Programs

We devote significant resources to identifying, selecting and training restaurant-level employees, with an approximately 20-week
training program for all of our restaurant managers that includes an average of 11 weeks of restaurant training and eight to nine
weeks of “cultural” training, in which managers observe our established restaurants’ operations and customer interactions. We
typically have ten in-store trainers at each existing location who provide both front- and back-of-the-house training on site. We
conduct comprehensive training programs for our management, hourly employees and corporate personnel. Our training program
covers leadership, team building, food safety certification, alcohol safety programs, customer service philosophy training, sexual
harassment training and other topics.

Our training process in connection with opening new restaurants has been refined over the course of our experience. Trainers
oversee and conduct both service and kitchen training and are on site through the first two weeks of opening and remain on site
for two to three additional weeks as needed and depending on unit volumes during the initial weeks. We have two front- and two
back-of-the-house training coordinators, and these training coordinators remain on-site to manage the opening for approximately
the same period as our other trainers. The lead and other trainers assist in opening new locations and lend support and introduce
our standards and culture to the new team. We believe that hiring the best available team members and committing to their training
helps keep retention high during the restaurant opening process.

Management Information Systems

Our new point-of-sale system ("POS") services all of our restaurants and allows for easy integrations from other business
applications. Our new POS processes payments, collection of cash, credit and debit card transact