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CEC ENTERTAINMENT, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except per share and share information)
 

 
December 29, 

2013  
December 30, 

2012
ASSETS

Current assets:    
Cash and cash equivalents $ 20,686  $ 19,636
Accounts receivable 24,881  26,411
Inventories 19,250  18,957
Prepaid expenses 20,111  18,171
Deferred tax asset 2,091  2,884

Total current assets 87,019  86,059
Property and equipment, net 691,454  703,956
Other noncurrent assets 13,138  11,791

Total assets $ 791,611  $ 801,806
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:    
Capital lease obligations, current portion $ 1,014  $ 1,060
Accounts payable 35,770  32,678
Accrued expenses 34,001  35,517
Unearned revenues 14,504  11,779
Dividends payable 440  312
Accrued interest 977  1,794

Total current liabilities 86,706  83,140
Capital lease obligations, less current portion 20,365  21,656
Revolving credit facility borrowings 361,500  389,500
Deferred rent liability 59,743  57,196
Deferred landlord contributions 26,702  27,092
Deferred tax liability 57,831  62,931
Accrued insurance 13,194  11,980
Other noncurrent liabilities 4,802  5,037

Total liabilities 630,843  658,532
Commitments and contingencies (Note 7)  
Stockholders’ equity:    

Common stock, $0.10 par value; authorized 100,000,000 shares; 61,865,495 and 61,696,806 shares
issued, respectively 6,187  6,170
Capital in excess of par value 453,702  447,449
Retained earnings 853,464  823,012
Accumulated other comprehensive income 4,764  5,880
Less treasury stock, at cost; 44,341,225 and 43,814,979 shares, respectively (1,157,349)  (1,139,237)

Total stockholders’ equity 160,768  143,274
Total liabilities and stockholders’ equity $ 791,611  $ 801,806

The accompanying notes are an integral part of these Consolidated Financial Statements.
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CEC ENTERTAINMENT, INC.
CONSOLIDATED STATEMENTS OF EARNINGS

(in thousands, except per share information)
 

 Fiscal Year

 2013  2012  2011

REVENUES:      
Food and beverage sales $ 368,584  $ 372,948  $ 388,908
Entertainment and merchandise sales 448,155  425,989  426,986

Total Company store sales 816,739  798,937  815,894
Franchise fees and royalties 4,982  4,543  5,284

Total revenues 821,721  803,480  821,178
OPERATING COSTS AND EXPENSES:      
Company store operating costs :      

Cost of food and beverage (exclusive of items shown separately below) 90,363  93,417  95,989
Cost of entertainment and merchandise (exclusive of items shown separately below) 29,775  30,855  32,362

Total cost of food, beverage, entertainment and merchandise 120,138  124,272  128,351
Labor expenses 229,172  223,605  222,596
Depreciation and amortization 78,167  78,769  80,826
Rent expense 78,463  75,312  74,992
Other store operating expenses 131,035  126,855  126,847

Total Company store operating costs 636,975  628,813  633,612
Other costs and expenses :      

Advertising expense 41,217  35,407  34,989
General and administrative expenses 57,007  53,437  51,859
Asset impairments 3,051  6,752  2,739

Total operating costs and expenses 738,250  724,409  723,199
Operating income 83,471  79,071  97,979
Interest expense 7,453  9,401  8,875
Income before income taxes 76,018  69,670  89,104
Income taxes 28,194  26,080  34,142
Net income $ 47,824  $ 43,590  $ 54,962
Earnings per share:      

Basic $ 2.80  $ 2.48  $ 2.88
Diluted $ 2.78  $ 2.47  $ 2.88

Weighted average common shares outstanding:      
Basic 17,088  17,545  19,072
Diluted 17,226  17,618  19,121

The accompanying notes are an integral part of these Consolidated Financial Statements.
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CEC ENTERTAINMENT, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)
 

 Fiscal Year

 2013  2012  2011

Net income $ 47,824  $ 43,590  $ 54,962
Components of other comprehensive income, net of tax:      

Change in fair value of cash flow hedge, net of income taxes of $0, $0 and ($5),
respectively —  —  (10)
Hedging loss realized in earnings, net of income taxes of $0, $0 and $760, respectively —  —  1,231
Foreign currency translation adjustments, net of income taxes of
($155), $31 and ($64), respectively (1,116)  538  (401)

Total components of other comprehensive income, net of tax (1,116)  538  820
Comprehensive income $ 46,708  $ 44,128  $ 55,782

The accompanying notes are an integral part of these Consolidated Financial Statements.
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CEC ENTERTAINMENT, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

(in thousands, except share amounts)
 

 Common Stock  
Capital In
Excess of
Par Value  

Retained
Earnings  

Accumulated
Other

Comprehensive
Income  

Treasury Stock

 Shares  Amount  Shares  Amount  Total
Balance at January 2, 2011 61,436,229  $ 6,144  $ 436,051  $ 756,448  $ 4,522  41,128,869  $ (1,045,103)  $ 158,062
Net income —  —  —  54,962  —  —  —  54,962
Other comprehensive income —  —  —  —  820  —  —  820
Stock-based compensation costs —  —  7,376  —  —  —  —  7,376
Stock options exercised 17,588  1  631  —  —  —  —  632
Restricted stock issued, net of
forfeitures 173,713  17  (17)  —  —  —  —  —
Tax benefit from stock options and
restricted stock, net —  —  674  —  —  —  —  674
Restricted stock returned for taxes (73,832)  (7)  (2,755)  —  —  —  —  (2,762)
Dividends declared —  —  —  (15,806)  —  —  —  (15,806)
Purchases of treasury stock —  —  —  —  —  2,279,603  (79,781)  (79,781)
Balance at January 1, 2012 61,553,698  6,155  441,960  795,604  5,342  43,408,472  (1,124,884)  124,177
Net income —  —  —  43,590  —  —  —  43,590
Other comprehensive income —  —  —  —  538  —  —  538
Stock-based compensation costs —  —  7,595  —  —  —  —  7,595
Restricted stock issued, net of
forfeitures 214,059  22  (22)  —  —  —  —  —
Tax benefit from restricted stock, net —  —  565  —  —  —  —  565
Restricted stock returned for taxes (70,951)  (7)  (2,649)  —  —  —  —  (2,656)
Dividends declared —  —  —  (16,182)  —  —  —  (16,182)
Purchases of treasury stock —  —  —  —  —  406,507  (14,353)  (14,353)
Balance at December 30, 2012 61,696,806  6,170  447,449  823,012  5,880  43,814,979  (1,139,237)  143,274
Net income —  —  —  47,824  —  —  —  47,824
Other comprehensive income —  —  —  —  (1,116)  —  —  (1,116)
Stock-based compensation costs —  —  8,660  —  —  —  —  8,660
Restricted stock issued, net of
forfeitures 240,619  24  (24)  —  —  —  —  —
Tax benefit from restricted stock, net —  —  (178)  —  —  —  —  (178)
Restricted stock returned for taxes (71,930)  (7)  (2,205)  —  —  —  —  (2,212)
Dividends declared —  —  —  (17,372)  —  —  —  (17,372)
Purchases of treasury stock —  —  —  —  —  526,246  (18,112)  (18,112)
Balance at December 29, 2013 61,865,495  $ 6,187  $ 453,702  $ 853,464  $ 4,764  44,341,225  $ (1,157,349)  $ 160,768

The accompanying notes are an integral part of these Consolidated Financial Statements.
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CEC ENTERTAINMENT, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

 Fiscal Year

 2013  2012  2011
CASH FLOWS FROM OPERATING ACTIVITIES:      

Net income $ 47,824  $ 43,590  $ 54,962
Adjustments to reconcile net income to net cash provided by operating activities:      

Depreciation and amortization 79,028  79,510  81,560
Deferred income taxes (3,025)  (836)  20,292
Stock-based compensation expense 8,481  7,468  7,185
Amortization of landlord contributions (2,355)  (2,293)  (2,024)
Amortization of deferred debt financing costs 448  492  361
Loss on asset disposals, net 3,309  3,562  3,035
Asset impairments 3,051  6,752  2,739
Other adjustments 135  474  423

Changes in operating assets and liabilities:      
Accounts receivable 578  (1,587)  3,113
Inventories (368)  (594)  (714)
Prepaid expenses (1,270)  (4,150)  (1,721)
Accounts payable (2,355)  374  (2,416)
Accrued expenses (344)  1,132  (349)
Unearned revenues 2,735  1,925  460
Accrued interest (730)  (376)  (37)
Income taxes payable (647)  (1,361)  6,170
Deferred rent liability 2,431  2,744  3,016
Deferred landlord contributions 1,738  266  1,178

Net cash provided by operating activities 138,664  137,092  177,233
CASH FLOWS FROM INVESTING ACTIVITIES:      

Purchases of property and equipment (74,085)  (99,489)  (94,669)
Proceeds from the sale of property and equipment 2,530  586  —
Other investing activities 613  —  17

Net cash used in investing activities (70,942)  (98,903)  (94,652)
CASH FLOWS FROM FINANCING ACTIVITIES:      

Net proceeds from (repayments on) revolving credit facility (28,000)  (100)  12,600
Payments on capital lease obligations (953)  (949)  (938)
Payment of debt financing costs —  —  (2,052)
Dividends paid (17,097)  (19,846)  (11,487)
Proceeds from exercise of stock options —  —  632
Excess tax benefit realized from stock-based compensation 343  619  815
Restricted stock returned for payment of taxes (2,212)  (2,656)  (2,762)
Purchases of treasury stock (18,112)  (14,353)  (79,781)

Net cash used in financing activities (66,031)  (37,285)  (82,973)
Effect of foreign exchange rate changes on cash (641)  59  (204)
Change in cash and cash equivalents 1,050  963  (596)
Cash and cash equivalents at beginning of period 19,636  18,673  19,269
Cash and cash equivalents at end of period $ 20,686  $ 19,636  $ 18,673
SUPPLEMENTAL CASH FLOW INFORMATION:      

Interest paid $ 7,798  $ 9,419  $ 9,081
Income taxes paid, net $ 31,614  $ 27,598  $ 6,592

NON-CASH INVESTING AND FINANCING ACTIVITIES:      
Accrued construction costs $ 5,542  $ 3,025  $ 3,580
Dividends payable $ 931  $ 656  $ 4,319
Capital lease obligations $ 740  $ 12,732  $ 932

The accompanying notes are an integral part of these Consolidated Financial Statements.
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CEC ENTERTAINMENT, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Description of Business and Summary of Significant Accounting Policies:
Description of Business:  CEC Entertainment, Inc. and its subsidiaries (the “Company”) operate and franchise Chuck E. Cheese’s ® family

dining and entertainment centers (also referred to as “stores”) in a total of 47 states and 10 foreign countries and territories. As of December 29, 2013 we and
our franchisees operated a total of 577 stores, of which 522 were Company-owned stores located in 44 states and Canada. Our franchisees operated a total of
5 5 stores located in 14 states and nine foreign countries and territories, including Chile, Guam, Guatemala, Mexico, Panama, Peru, Puerto Rico, Saudi Arabia
and the United Arab Emirates. The use of the terms “CEC Entertainment,” “we,” “us” and “our” throughout these Notes to Consolidated Financial Statements
refer to the Company.

All of our stores utilize a consistent restaurant-entertainment format that features both family dining and entertainment areas with the same general
mix of food, beverages, entertainment and merchandise. The economic characteristics, products and services, preparation processes, distribution methods and
types of customers are substantially similar for each of our stores. Therefore, we aggregate each store’s operating performance into one reportable segment for
financial reporting purposes.

Merger Agreement: On January 15, 2014, the Company, Queso Holdings Inc. (“Parent”), a Delaware corporation, and Q Merger Sub Inc.
(“Merger Sub”), a Kansas corporation and a wholly-owned subsidiary of Parent, entered into an Agreement and Plan of Merger (the “Merger Agreement”),
pursuant to which, among other things, Merger Sub commenced a tender offer (the “Tender Offer”) to purchase all of the Company’s issued and outstanding
shares of common stock at a price of $54.00 per share payable net to the seller in cash, without interest (the “Offer Price”), and subject to deduction for
applicable withholding taxes. Following completion of the Tender Offer and subject to the terms and conditions of the Merger Agreement, Merger Sub will be
merged with and into the Company (the “Merger”), with the Company surviving the Merger as a wholly-owned subsidiary of Parent. At the time the Merger
becomes effective, all remaining outstanding shares of common stock of the Company not tendered in the Tender Offer (other than such shares owned by
Parent, Merger Sub and the Company) will be cancelled and converted into the right to receive the Offer Price, and any such shares held by stockholders who
have properly perfected their statutory rights of appraisal pursuant to the applicable provisions of Section 17-6712 of the Kansas General Corporation Code,
will be cancelled and converted into the right to receive appraisal value for such shares. See further discussion of the Merger in Note 13. Subsequent Events.

Basis of Presentation:  Our Consolidated Financial Statements include the accounts of the Company and the International Association of CEC
Entertainment, Inc. (the “Association”), a variable interest entity in which we have a controlling financial interest. The Association primarily administers the
collection and disbursement of funds (the “Association Funds”) used for advertising, entertainment and media programs that benefit both us and our
franchisees. We and our franchisees are required to contribute a percentage of gross sales to these funds and could be required to make additional contributions
to fund any deficits that may be incurred by the Association. We include the Association in our Consolidated Financial Statements, as we concluded that we
are the primary beneficiary of its variable interests because we (a) have the power to direct the majority of its significant operating activities; (b) provide it
unsecured lines of credit; and (c) own the majority of the store locations that benefit from the Association’s advertising, entertainment and media expenditures.
The assets, liabilities and operating results of the Association are not material to our Consolidated Financial Statements.

All intercompany accounts and transactions have been eliminated in consolidation.

Fiscal Year: We operate on a 52 or 53 week fiscal year that ends on the Sunday nearest to December 31. Each quarterly period has 13 weeks,
except for a 53 week year when the fourth quarter has 14 weeks. Our 2013,  2012 and 2011 fiscal years each consisted of 52 weeks.

Use of Estimates and Assumptions:  The preparation of these Consolidated Financial Statements in conformity with accounting principles
generally accepted in the United States (“U.S. GAAP”) requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of our Consolidated Financial Statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.
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CEC ENTERTAINMENT, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Change in Accounting Estimate and Capitalization Thresholds:  During 2011, we performed an assessment of the useful lives of all of our
property and equipment. In evaluating the useful lives, we considered the historical life of the assets, operational strategy and related functionality. We
concluded that certain games and leasehold improvements in our stores remained in service longer than the depreciable life assigned and certain pieces of
equipment utilized in our stores remained in service for less than the depreciable life assigned. As a result, effective July 4, 2011, we revised our estimate of the
useful lives of certain property and equipment as follows: (a) certain games from six years to either eight years or 10 years; (b) leasehold improvements related
to expansions of our stores from 15 to 20 years or the remaining lease term if shorter; (c) leasehold improvements related to major remodels of our stores from
10 to 15 years or the remaining lease term if shorter; and (d) other equipment utilized in our stores had various useful lives reduced. Accounting guidance
requires a change in estimate to be accounted for on a prospective basis by amortizing an asset’s current carrying value over its revised remaining useful life.
This change provided an incremental benefit to pre-tax depreciation and amortization expense in our Consolidated Statements of Earnings in the second half of
2011 and the first half of 2012. Pre-tax depreciation and amortization expense incrementally benefited by approximately $3.0 million for both 2012 and 2011.

In conjunction with the revision of the estimated useful lives of certain property and equipment in 2011, we also changed our capitalization
thresholds with respect to costs associated with certain refurbished games, as well as costs related to the replacement of certain asset parts. This change
incrementally increased other store operating costs in our Consolidated Statements of Earnings in the second half of 2011 and first half of 2012. Pre-tax other
store operating costs incrementally increased by approximately $1.0 million for 2012 and 2011.

We estimate that the after-tax effect of both the change in estimated useful lives and the change in capitalization thresholds benefited our fully
diluted earnings per share by approximately $0.08 and $0.06 per share for the years ended December 30, 2012 and January 1, 2012, respectively.

Subsequent Events: We recognize the effects of events or transactions that occur after the balance sheet date but before financial statements are
issued (“subsequent events”) if there is evidence that conditions related to the subsequent event existed at the date of the balance sheet, including the impact of
such events on management’s estimates and assumptions used in preparing our Consolidated Financial Statements. Other significant subsequent events that
are not recognized in our Consolidated Financial Statements, if any, are disclosed in the Notes to Consolidated Financial Statements.

Cash and Cash Equivalents:  Cash and cash equivalents are comprised of demand deposits with banks and short-term cash investments with
remaining maturities of three months or less from the purchase date.

Concentrations of Credit Risk:  We have exposure to credit risk to the extent that our cash and cash equivalents exceed amounts covered by the
United States and Canada deposit insurance limits, as we currently maintain a significant amount of our cash and cash equivalents balances with two major
financial institutions. The individual balances, at times, may exceed the insured limits. We have not experienced any losses in such accounts. In
management’s opinion, the capitalization and operating history of the financial institutions are such that the likelihood of a material loss is considered remote.

Inventories: Inventories of food, beverages, merchandise, paper products and other supplies needed for our food service and entertainment
operations are stated at the lower of cost on a first-in, first-out basis or market.

Property and Equipment:  Property and equipment are stated at cost, net of accumulated depreciation and amortization. Depreciation and
amortization are charged to operations using the straight-line method over the assets’ estimated useful lives, which are as follows:

Buildings 40 years
Game and ride equipment 4 to 12 years
Non-technical play equipment 15 to 20 years
Furniture, fixtures and other equipment 4 to 20 years

Leasehold improvements are amortized using the straight-line method over the lesser of the lease term or the estimated useful lives of the related
assets. We use a consistent lease period (generally, the initial non-cancelable lease term plus renewal option periods provided for in the lease that can be
reasonably assured of being exercised) when estimating the depreciable lives of leasehold improvements, in determining classification of our leases as either
operating or capital and in recognizing straight-line rent expense. Interest costs incurred during the construction period are capitalized and depreciated based on
the estimated useful life of the underlying asset.
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CEC ENTERTAINMENT, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

We review our property and equipment for indicators of impairment on an ongoing basis at the lowest reporting unit level, which is on a store-by-
store basis, to assess if the carrying amount may not be recoverable. Such events or changes may include a significant change in the business climate in a
particular market area (for example, due to economic downturn or natural disaster), historical negative cash flows or plans to dispose of or sell the property
and equipment before the end of its previously estimated useful life. If an event or change in circumstances occurs, we estimate the future cash flows expected
to result from the use of the property and equipment and its eventual disposition. If the sum of the expected future cash flows, undiscounted and without
interest, is less than the asset carrying amount (an indication that the carrying amount may not be recoverable), we may be required to recognize an impairment
loss. We estimate the fair value of a store’s property and equipment by discounting the expected future cash flows of the store over its remaining lease term
using a weighted average cost of capital commensurate with the risk. Any impairment loss recognized equals the amount by which the asset carrying amount
exceeds its estimated fair value. In the event an asset is impaired, its carrying value is adjusted to the estimated fair value, and any subsequent increases in fair
value are not recorded. Additionally, if it is determined that the estimated remaining useful life of the asset should be decreased, any periodic depreciation and
amortization expense is adjusted based on the new carrying value of the asset unless the asset is written down to salvage value, at which time depreciation or
amortization ceases.

Capitalized Store Development Costs:  We capitalize our internal department costs that are directly attributable to store development projects,
such as the design and construction of a new store and the remodeling and expansion of our existing stores. Capitalized internal department costs include the
compensation, benefits and various office costs related to our design, construction, facilities and legal departments. We also capitalize interest costs in
conjunction with the construction of new stores. Store development costs are initially accumulated in our construction in progress account until a project is
completed. At the time of completion, the costs accumulated to date are then reclassified to property and equipment and depreciated according to our
depreciation policies. In 2013,  2012 and 2011, we capitalized internal costs of $3.5 million,  $3.3 million and $3.6 million, respectively, related to our store
development activities.

Goodwill: In 2010, we recorded goodwill of $3.5 million associated with four stores we acquired from our franchisees, representing the excess of
the purchase price over the fair value of the specific assets acquired. As of December 29, 2013 and December 30, 2012, goodwill of $3.5 million was included
in “Other noncurrent assets” on our Consolidated Balance Sheets. Goodwill is not amortized, but is tested for impairment at least once per year, or when
events or changes in circumstances indicate that the carrying amount may be less than fair value, using a two-step fair value test. We perform this test at the
lowest reporting unit, which is at the store level. The first step of the test compares the carrying amount of the goodwill to its estimated fair value, which is
based on the undiscounted expected future cash flows of the store. If the estimated fair value of the store is less than its carrying amount, a second step is
performed to quantify the amount of goodwill impairment that should be recorded. When testing goodwill for impairment, we make certain assumptions
regarding the amount and the timing of estimated future cash flows similar to those when testing a store’s property and equipment for impairment, as
described above. We believe our assumptions in calculating the fair value are similar to those used by other marketplace participants. We perform our annual
impairment analysis of goodwill at the beginning of the fourth quarter of each fiscal year. We did not record any losses in connection with our impairment tests
in 2013,  2012 or 2011.

Self-Insurance Accruals: We are self-insured for certain losses related to workers' compensation, general liability, property and our Company
sponsored employee health insurance programs. We estimate the accrued liabilities for all risk retained by the Company at the end of each reporting period.
This estimate is primarily based on historical claims experience and loss reserves, with the assistance of an independent third-party actuary. To limit our
exposure to losses, we purchase stop-loss or high-deductible insurance coverage through third-party insurers for certain losses related to workers’
compensation, property and employee health insurance programs. Our deductibles generally range from $0.2 million to $0.5 million per occurrence. For
claims that exceed the deductible amount, we record a gross liability and a corresponding receivable representing expected recoveries pursuant to the stop-loss
coverage, since we are not legally relieved of our obligation to the claimant.

Contingent Loss Accruals: When a contingency involving uncertainty as to a possible loss occurs, an estimate of the loss may be accrued as a
charge to income and a reserve established on the Consolidated Balance Sheets. We perform regular assessments of our contingent losses and develop estimates
of the degree of probability for and range of possible settlement. We accrue liabilities for losses we deem probable and for which we can reasonably estimate an
amount of settlement. We do not record liabilities for losses we believe are only reasonably possible to result in an adverse outcome, but provide disclosure of
the reasonably possible range of loss to the extent it is estimable. Reserve balances may be increased or decreased in the future to reflect further developments.
However, there can be no assurance that there will not be a loss different from the amounts accrued. Any such loss, if realized, could have a material effect on
our consolidated results of operations in the period during which the underlying matters are resolved.
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CEC ENTERTAINMENT, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Revolving Credit Facility Borrowings:  We classify the borrowings obtained under our revolving credit facility as a noncurrent liability on our
Consolidated Balance Sheets because the credit agreement allows us, except in the event of our violation of a provision that makes the obligation callable, to
continuously refinance borrowings on a long-term basis through the maturity date and, by its terms, borrowings are not due on demand. On October 28,
2011, we amended and restated our then existing revolving credit facility. Refer to Note 6 “Revolving Credit Facility” for further discussion of our revolving
credit facility.

Comprehensive Income:  We present the components of other comprehensive income (“OCI”) in a separate financial statement, referred to as our
Consolidated Statements of Comprehensive Income. Comprehensive income consists of net income and certain other changes in stockholders’ equity, which
are excluded from net income and referred to as OCI on our Consolidated Statements of Changes in Stockholders’ Equity. Our OCI consists of foreign
currency translation adjustments, net of tax. In 2011, our OCI also consisted of changes in the fair value of our interest rate swap, net of tax, and hedging
losses realized in earnings, net of tax. OCI is recorded directly to “Accumulated other comprehensive income,” which is a separate component of stockholders’
equity.

Foreign Currency Translation: Our Consolidated Financial Statements are presented in United States ("U.S.") dollars. The assets and
liabilities of our Canadian subsidiary are translated to U.S. dollars at year-end exchange rates, while revenues and expenses are translated at average exchange
rates during the year. Adjustments that result from translating amounts are reported as a component of “Accumulated other comprehensive income” on our
Consolidated Statements of Changes in Stockholders’ Equity and in our Consolidated Statements of Comprehensive Income. The effect of foreign currency
exchange rate changes on cash is reported in our Consolidated Statements of Cash Flows as a separate component of the change in cash and cash equivalents
during the period.

Fair Value Disclosures: Fair value is defined as the price that we would receive to sell an asset or pay to transfer a liability (an exit price) in an
orderly transaction between market participants on the measurement date. In determining fair value, U.S. GAAP establishes a three-level hierarchy used in
measuring fair value, as follows:

Level 1- inputs are quoted prices available for identical assets or liabilities in active markets.

Level 2- inputs are observable for the asset or liability, either directly or indirectly, including quoted prices for similar assets and liabilities
in active markets; or other inputs that are observable or can be corroborated by observable market data.

Level 3- inputs are unobservable and reflect our own assumptions.

Our financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable, revolving credit facility and capital lease
obligations. The carrying amount of cash and cash equivalents, accounts receivable and accounts payable approximates fair value because of their short
maturities. We believe that the carrying amount of our revolving credit facility approximates fair value because the interest rates are adjusted regularly based on
current market conditions. We may also adjust the carrying amount of certain nonfinancial assets to fair value on a non-recurring basis when they are
impaired. The fair values of our long-lived assets held and used are determined using Level 3 inputs based on the estimated discounted future cash flows of the
store over its expected remaining lease term. Due to uncertainties in the estimates and assumptions used, actual results could differ from the estimated fair
values. See Note 4 “Property and Equipment” for the fair value disclosures of stores we have impaired.

During 2013 and 2012, there were no significant transfers among Level 1, 2 or 3 fair value determinations.

Stock-Based Compensation:  We expense the fair value of stock-based compensation awards granted to our employees and directors in our
Consolidated Financial Statements on a straight-line basis over the period that services are required to be provided in exchange for the award (“requisite service
period”), which typically is the period over which the award vests. Stock-based compensation is recognized only for awards that vest, and our periodic
accrual of compensation cost is based on the estimated number of awards expected to vest. We measure the fair value of compensation cost related to restricted
stock awards based on the closing market price of our common stock on the grant date.

Stock-based compensation expense is recorded in “General and administrative expenses” in the Consolidated Statements of Earnings, which is the
same financial statement caption where the associated salary expense of employees with stock-based compensation awards is recorded. The gross benefits of
tax deductions in excess of the compensation cost recognized from the vesting of restricted stock awards are tax affected and classified as cash inflows from
financing activities in our Consolidated Statements of Cash Flows.
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Revenue Recognition – Company Store Activities:  Food, beverage and merchandise revenues are recognized when sold. Game revenues are
recognized as game-play tokens are purchased by guests, and we accrue unearned revenue as a liability for the estimated amount of unused tickets and tokens
that may be redeemed or used in the future. We allocate the revenue recognized from the sale of value-priced combination packages, which generally are
comprised of food, beverage and game tokens (and in some instances, merchandise), between “Food and beverage sales” and “Entertainment and merchandise
sales” based upon the price charged for each component when it is sold separately, or in limited circumstances our best estimate of selling price if a component
is not sold on a stand-alone basis, which we believe approximates each component’s fair value.

Sales taxes collected from guests are excluded from revenues. The obligation is included in accrued liabilities until the taxes are remitted to the
appropriate taxing authorities.

We sell gift cards to our customers in our stores and through certain third-party distributors, which do not expire and do not incur a service fee on
unused balances. Gift card sales are recorded as unearned gift card revenue liability when sold and are recognized as revenue when: (a) the gift card is
redeemed by the guest or (b) the likelihood of the gift card being redeemed by the guest is remote (“gift card breakage”) and we determine that we do not have a
legal obligation to remit the value of the unredeemed gift card under applicable state unclaimed property escheat statutes. Gift card breakage is determined
based upon historical redemption patterns of our gift cards. Breakage income from gift cards is included in “Food and beverage sales” in our Consolidated
Statements of Earnings and was not material for the periods presented.

Revenue Recognition – Franchise Fees and Royalties:  Revenues from franchise activities include area development and initial franchise fees
received from franchisees to establish new stores, and once a store is opened, a franchisee is charged monthly royalties based on a percentage of franchised
stores’ sales. These fees are collectively referred to as “Franchise fees and royalties” in our Consolidated Statements of Earnings. Area development and initial
franchise fees are accrued as unearned franchise revenue liability when received and recognized as revenue when the franchised stores associated with the fees
open, which is generally when we have fulfilled all significant obligations to the franchisee. Continuing royalties and other miscellaneous sales and fees are
recognized in the period earned. Continuing royalties and other miscellaneous sales and fees of $4.3 million,  $3.8 million and $3.7 million in 2013,  2012 and
2011, respectively, are included in “Franchise fees and royalties” in our Consolidated Statements of Earnings.

Cost of Food, Beverage, Entertainment and Merchandise:  Cost of food and beverage includes all direct costs of food and beverage sold to our
guests and related paper and birthday supplies used in our food service operations, less “vendor rebates” described below. Cost of entertainment and
merchandise includes the direct cost of prizes provided and merchandise sold to our customers, as well as the cost of tickets dispensed to customers and
redeemed for prize items. These amounts exclude any allocation of other operating costs including labor and related costs for store personnel and depreciation
and amortization expense.

Vendor Rebates: We receive rebate payments primarily from a single third-party vendor. Pursuant to the terms of a volume purchasing and
promotional agreement entered into with the vendor, rebates are primarily provided based on the quantity of the vendor’s products we purchase over the term of
the agreement. We record these allowances in the period they are earned as a reduction in the cost of the vendor’s products, and when the related inventory is
sold, the allowances are recognized in “Cost of food and beverage” in our Consolidated Statements of Earnings.

Rent Expense: We recognize rent expense on a straight-line basis over the lease term, including the construction period and lease renewal option
periods provided for in the lease that can be reasonably assured at the inception of the lease. The lease term commences on the date when we take possession
and have the right to control use of the leased premises. The difference between actual rent payments and rent expense in any period is recorded as “Deferred
rent liability” on our Consolidated Balance Sheets. Construction allowances received from the landlord as a lease incentive intended to reimburse us for the
cost of leasehold improvements (“Landlord contributions”) are accrued as deferred landlord contributions. Landlord contributions are amortized on a straight-
line basis over the lease term as a reduction to rent expense.

Advertising Costs: Production costs for commercials and coupons are expensed in the period in which the commercials are initially aired and the
coupons are distributed. All other advertising costs are expensed as incurred.

We and our franchisees are required to contribute a percentage of gross sales to advertising, media and entertainment funds maintained by the
Association, which are utilized to administer all the national advertising programs that benefit both us and our franchisees. Because the Association Funds are
required to be segregated and used for specified purposes, we do not reflect franchisee contributions to the Association Funds as revenue, but rather record
franchisee contributions as an offset to advertising expenses in our Consolidated Financial Statements. Our contributions to the Association Funds are
eliminated in consolidation. Contributions from our franchisees to the Association Funds for advertising, entertainment and media programs were
$2.5 million,  $2.0 million and $2.1 million in 2013,  2012 and 2011, respectively.
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Income Taxes: We account for income taxes under the asset and liability method, which requires the recognition of deferred tax assets and
liabilities for the expected future tax consequences attributable to temporary differences between the financial statement carrying amounts of assets and
liabilities and their respective tax basis. A valuation allowance is applied against net deferred tax assets if, based on the weight of available evidence, it is more
likely than not that some or all of the deferred tax assets will not be realized. Deferred income taxes are not provided on undistributed income from our
Canadian subsidiary, as these earnings are considered to be permanently invested.

We maintain tax reserves for federal, state and foreign income taxes when we believe a position may not be fully sustained upon review by taxing
authorities. Although we believe that our tax positions are fully supported by the applicable tax laws and regulations, there are matters for which the ultimate
outcome is uncertain. We recognize the benefit from an uncertain tax position in our Consolidated Financial Statements when the position is more-likely-than-
not (a greater than 50 percent chance of being sustained). The amount recognized is measured using a probability weighted approach and is the largest amount
of benefit that is greater than 50 percent likelihood of being realized upon settlement or ultimate resolution with the taxing authority. We routinely assess the
adequacy of the estimated liability for unrecognized tax benefits, which may be affected by changing interpretations of laws, rulings by tax authorities and
administrative policies, certain changes and/or developments with respect to audits and expirations of the statute of limitations. In our Consolidated Statements
of Earnings, we include interest expense related to unrecognized tax benefits in “Interest expense” and include penalties in “General and administrative
expenses.” On our Consolidated Balance Sheets, we include current interest related to unrecognized tax benefits in “Accrued interest,” current penalties in
“Accrued expenses” and noncurrent accrued interest and penalties in “Other noncurrent liabilities.”

Recently Issued Accounting Guidance

Accounting Guidance Adopted:  In July 2012, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
(“ASU”) 2012-2, Testing Indefinite-Lived Intangible Assets for Impairment. This amendment allows an entity to first assess relevant qualitative factors in
order to determine whether it is necessary to perform the two-step quantitative impairment test for indefinite-lived intangible assets. Unless the entity
determines, based on the qualitative assessment, that it is more likely than not that the asset is impaired, it would not be required to calculate the fair value of
an indefinite-lived intangible asset in connection with the impairment test. The adoption of this amendment during the first quarter of 2013 did not have a
significant impact on our impairment analysis.

In February 2013, the FASB issued ASU 2013-2, Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income. This
amendment requires an entity to provide the effects on net income of significant reclassifications out of accumulated other comprehensive income by
component on a prospective basis. The adoption of this amendment during the first quarter of 2013 required additional disclosure but did not have an impact
on our Consolidated Financial Statements.

Accounting Guidance Not Yet Adopted: In July 2013, the FASB issued ASU 2013-11, Presentation of an Unrecognized Tax Benefit When a Net
Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists. This amendment requires an unrecognized tax benefit related to a net
operating loss carryforward, a similar tax loss or a tax credit carryforward to be presented as a reduction to a deferred tax asset, unless the tax benefit is not
available at the reporting date to settle any additional income taxes under the tax law of the applicable tax jurisdiction. The amendment is effective for fiscal
years, and interim periods within those years, beginning after December 15, 2013. Early adoption is permitted. We believe the adoption of this amendment will
not have a significant impact on our Consolidated Financial Statements.
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Note 2. Accounts Receivable:
Accounts receivable consisted of the following:

  At Year End

 2013  2012
 (in thousands)

Trade receivables $ 6,177  $ 7,320
Vendor rebates 6,736  7,186
Income taxes receivable 7,884  9,189
Other accounts receivable 4,084  2,716
 $ 24,881  $ 26,411

Trade receivables consist primarily of debit and credit card receivables due from third-party financial institutions. The other accounts receivable
balance consists primarily of lease incentives, amounts due from our franchisees and amounts expected to be recovered from third-party insurers.

Note 3. Inventories:
Inventories consisted of the following:

  At Year End

 2013  2012
 (in thousands)

Food and beverage $ 4,530  $ 4,549
Entertainment and merchandise 14,720  14,408
 $ 19,250  $ 18,957

Food and beverage inventories include food, beverage, paper products and other supplies needed for our food service operations. Entertainment and
merchandise inventories consist primarily of novelty toy items used as redemption prizes for certain games, sold directly to our guests or used as part of our
birthday party packages. In addition, entertainment and merchandise inventories also consist of other supplies used in our entertainment operations.
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Note 4. Property and Equipment:
Property and equipment consisted of the following:

 At Year End

 2013  2012
 (in thousands)

Land $ 43,423  $ 43,423
Buildings 110,817  112,205
Leasehold improvements 624,353  602,940
Game and ride equipment 284,454  284,666
Furniture, fixtures and other equipment 230,986  229,943
Property leased under capital leases (Note 7) 28,228  28,650
 1,322,261  1,301,827

Less accumulated depreciation and amortization (641,559)  (608,125)
Net property and equipment in service 680,702  693,702
Construction in progress 10,752  10,254

 $ 691,454  $ 703,956

Property leased under capital leases consists primarily of buildings for our store locations. Accumulated amortization related to these assets was
$10.4 million and $9.1 million as of December 29, 2013 and December 30, 2012, respectively. Amortization of assets under capital leases is included in
“Depreciation and amortization expense” in our Consolidated Statements of Earnings.

Total depreciation and amortization expense was $79.0 million,  $79.5 million and $81.6 million in 2013,  2012 and 2011, respectively, of
which, $0.8 million,  $0.7 million and $0.7 million in 2013,  2012 and 2011, respectively, was included in “General and administrative expenses” in our
Consolidated Statements of Earnings.

Asset Impairments
In 2013, we recognized asset impairment charges of $3.1 million primarily relating to seven stores, of which three stores were previously impaired.

In 2012, we recognized asset impairment charges of $6.8 million relating to 18 stores, seven of which were previously impaired. In 2011, we recognized asset
impairment charges of $2.7 million relating to six stores, none of which were previously impaired. We continue to operate all but three of these stores. These
impairment charges were the result of a decline in the stores’ financial performance, primarily due to various economic factors in the markets in which the
stores are located. As of December 29, 2013 and December 30, 2012, respectively, the aggregate carrying value of the property and equipment at impaired
stores, after the impairment charges, was $2.7 million for stores impaired in 2013 and $7.2 million for stores impaired in 2012.

Asset impairments represent adjustments we recognize to write down the carrying amount of the property and equipment at our stores to their
estimated fair value, as the store’s operation is not expected to generate sufficient projected future cash flows to recover the current net book value of its long-
lived assets. We estimate the fair value of a store’s long-lived assets (property and equipment) by discounting the expected future cash flows of the store over its
estimated remaining lease term using a weighted average cost of capital commensurate with the risk. Accordingly, the fair value measurement of the stores for
which we recognized an impairment charge is classified within Level 3 of the fair value hierarchy. The following estimates and assumptions used in the
discounted cash flow analysis impact the fair value of a store’s long-lived assets:

• Discount rate based on our weighted average cost of capital and the risk-free rate of return;
• Sales growth rates and cash flow margins over the expected remaining lease terms;
• Strategic plans, including projected capital spending and intent to exercise renewal options, for the store;
• Salvage values; and
• Other risks and qualitative factors specific to the asset or conditions in the market in which the asset is located at the time the

assessment was made.
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The following average discount rates, average sales growth rates and average cash flow margin rates were used in determining the fair value of
impaired stores on a non-recurring basis in 2013 and 2012:

 2013  2012
Average discount rate 8%  8%
Average sales growth rate 0.2%  0.5%
Average cash flow margin 11%  8%

We believe our assumptions in calculating the fair value of our long-lived assets are similar to those used by other marketplace participants. If
actual results are not consistent with our estimates and assumptions, we may be exposed to additional impairment charges, which could be material to our
Consolidated Statements of Earnings.

Note 5. Accrued Expenses:

Accrued expenses consisted of the following:

 At Year End

 2013  2012
 (in thousands)

Current:    
Salaries and wages $ 12,399  $ 12,207
Insurance 6,976  8,057
Taxes, other than income taxes 9,393  9,289
Other accrued operating expenses 5,233  5,964

 $ 34,001  $ 35,517
Noncurrent:    

Insurance $ 13,194  $ 11,980

Accrued current and noncurrent insurance represents estimated claims incurred but unpaid under our self-insurance programs for general liability,
workers’ compensation, health benefits and certain other insured risks.
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Note 6. Revolving Credit Facility:
 

 At Year End

 2013  2012
 (in thousands)

Revolving credit facility borrowings $ 361,500  $ 389,500

The revolving credit facility is a senior unsecured credit commitment of $500.0 million that expires on October 28, 2016. The revolving credit
facility also includes an accordion feature allowing us, subject to meeting certain conditions and lender approval, to request an increase to the revolving
commitment of up to $200.0 million in borrowings at any time. Based on the type of borrowing, the revolving credit facility bears interest at the one month
London Interbank Offered Rate (“LIBOR”) plus an applicable margin of 0.875% to 1.625%, determined based on our financial performance and debt levels,
or alternatively, the highest of (a) the Prime Rate; (b) the Federal Funds rate plus 0.50%; or (c) one month LIBOR plus 1.0%; plus an applicable margin up to
0.625%, determined based on our financial performance and debt levels. During 2013, the Prime Rate was 3.25% and the one month LIBOR rate ranged from
0.16% to 0.24%. The revolving credit facility also requires us to pay a commitment fee on a quarterly basis, ranging from 0.15% to 0.30%, depending on our
financial performance and debt levels, on any unused portion of the revolving credit facility. All borrowings under the revolving credit facility are unsecured,
but we agreed not to pledge any of our existing assets to secure any other future indebtedness.

As of December 29, 2013, we had $10.9 million of letters of credit, issued but undrawn under the revolving credit facility. The weighted average
effective interest rate incurred on our borrowings under our revolving credit facility was 1.7% for fiscal years ended December 29, 2013 and December 30,
2012.

The credit agreement for the revolving credit facility also contains certain restrictions and conditions that, among other things, require us to
comply with specified financial covenant ratios, including, at the end of any fiscal quarter, a consolidated fixed charge coverage ratio of not less than 1.5 to
1.0 and a consolidated maximum leverage ratio of not greater than 3.0 to 1.0, as defined in the revolving credit facility. Additionally, the terms of the credit
agreement for the revolving credit facility do not restrict dividend payments or stock repurchases by us as long as we do not exceed a consolidated leverage
ratio (as defined in the revolving credit facility) of 2.75 to 1.0 on a pro forma basis, for the four fiscal quarters then most recently ended, immediately after
giving effect to such payments or repurchases. As of December 29, 2013, we were in compliance with all of these restrictions and covenants.
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Note 7. Commitments and Contingencies:

Leases
We lease certain store locations under operating and capital leases that expire at various dates through 2028, with renewal options that expire at

various dates through 2045. The leases generally require us to pay a minimum rent, property taxes, insurance, other maintenance costs and, in some
instances, additional rent equal to the amount by which a percentage of the store’s revenues exceed the minimum rent. The leases generally have initial terms of
10 to 20 years with various renewal options.

The annual future lease commitments under capital lease obligations and noncancelable operating leases, including reasonably assured option
periods but excluding contingent rent, as of December 29, 2013, are as follows:

 Capital  Operating
Fiscal Years (in thousands)

2014 $ 2,634  $ 82,055
2015 2,578  82,111
2016 2,461  82,936
2017 2,488  81,839
2018 2,879  80,835
Thereafter 24,203  716,086
Future minimum lease payments 37,243  $ 1,125,862
Less amounts representing interest (interest rates range from 4.9% to 16.63%) (15,864)   
Present value of future minimum lease payments 21,379   
Less current portion (1,014)   
Capital lease obligations, net of current portion $ 20,365   

Rent expense, including contingent rent based on a percentage of stores’ sales, when applicable, was comprised of the following:

 Fiscal Year

 2013  2012  2011
 (in thousands)

Minimum rentals $ 79,315  $ 76,151  $ 75,711
Contingent rentals 103  138  338

 $ 79,418  $ 76,289  $ 76,049

Rent expense of $1.0 million in 2013,  2012 and 2011 related to our corporate office and warehouse facilities and was included in “General and
administrative expenses” in our Consolidated Statements of Earnings.

Unconditional Purchase Obligations
Our unconditional purchase obligations consist of agreements to purchase goods or services that are enforceable and legally binding on us and that

specify all significant terms, including (a) fixed or minimum quantities to be purchased; (b) fixed, minimum or variable price provisions; and (c) the
approximate timing of the transaction. Our purchase obligations with terms in excess of one year totaled $5.2 million at December 29, 2013 and consisted of
obligations associated with the modernization of various information technology platforms. These purchase obligations exclude agreements that are cancelable
without significant penalty.
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Legal Proceedings
From time to time, we are involved in various inquiries, investigations, claims, lawsuits and other legal proceedings that are incidental to the

conduct of our business. These matters typically involve claims from customers, employees or other third parties involved in operational issues common to
the retail, restaurant and entertainment industries. Such matters typically represent actions with respect to contracts, intellectual property, taxation,
employment, employee benefits, personal injuries and other matters. A number of such claims may exist at any given time and there are currently a number of
claims and legal proceedings pending against us.

In the opinion of our management, after consultation with legal counsel, the amount of liability with respect to claims or proceedings currently
pending against us is not expected to have a material effect on our consolidated financial condition, results of operations or cash flows.

Litigation Related to the Proposed Merger: Following the January 16, 2014 announcement that the Company had entered into the Merger
Agreement, five putative shareholder class actions were filed on behalf of purported stockholders of the Company against the Company, its directors, Apollo
Global Management, LLC (“Apollo”), Parent, and Merger Sub in connection with the Merger Agreement and the transactions contemplated thereby. Four of the
actions were filed in the District Court of Shawnee County, Kansas. The first purported class action, which is captioned Hilary Coyne v. Richard M. Frank et
al., Case No. 14C57, was filed on January 21, 2014 (the “Coyne Action”). The second purported class action, which is captioned John Solak v. CEC
Entertainment, Inc. et al., Civil Action No. 14C55, was filed on January 22, 2014 (the “Solak Action”). The third purported class action, which is captioned
Irene Dixon v. CEC Entertainment, Inc. et al., Case No. 14C81, was filed on January 24, 2014 and additionally names as defendants Apollo Management
VIII, L.P. and the AP VIII Queso Holdings, L.P. (the “Dixon Action”). The fourth purported class action, which is captioned Louisiana Municipal Public
Employees’ Retirement System v. Frank, et al., Case No. 14C97, was filed on January 31, 2014 (the “LMPERS Action”). The fifth purported class action,
which is captioned McCullough v Frank, et al. Case No. CC-14-00622-B, was filed in the County Court of Dallas County, Texas on February 7, 2014 (the
"McCullough Action") (together with the LMPERS, Coyne, Solak, and Dixon Actions, the “Shareholder Actions”).

Each of the Shareholder Actions alleges that the Company’s directors breached their fiduciary duties to the Company’s stockholders in connection
with their consideration and approval of the Merger Agreement by, among other things, agreeing to an inadequate tender price, the adoption on January 15,
2014 of the Rights Agreement, and certain provisions in the Merger Agreement that allegedly make it less likely that the Board will be able to consider
alternative acquisition proposals. The Coyne, Dixon, and LMPERS Actions further allege that the Board was advised by a conflicted financial advisor. The
Solak, Dixon, and LMPERS Actions further allege that the Board was subject to material conflicts of interest in approving the Merger Agreement or that the
Board breached its fiduciary duties in allowing allegedly conflicted members of management to negotiate the transaction. The Dixon and LMPERS Actions
further allege that the Board breached their fiduciary duties in approving the Solicitation/Recommendation Statement on Schedule 14D-9 (together with the
exhibits and annexes thereto, as it may be amended or supplemented, the “Statement”) filed with the SEC on January 22, 2014, which allegedly contained
material misrepresentations and omissions.

Each of the Shareholder Actions allege that Apollo aided and abetted the Board’s breaches of fiduciary duties. The Solak and Dixon Actions allege
that CEC also aided and abetted such breaches, and the Solak, LMPERS and McCullough Actions further allege that Parent and the Merger Sub aided and
abetted such actions. The LMPERS and McCullough Actions further allege that Apollo Management VII, L.P. and AP VIII Queso Holdings, L.P. aided and
abetted such actions.

The Shareholder Actions seek, among other things, an injunction to prevent consummation of the Tender Offer and subsequent Merger, rescission
of these transactions (to the extent already implemented), damages, attorneys’ and experts’ fees and costs, and other relief that the court may deem just and
proper.

On January 24, 2014, the plaintiff in the Coyne Action filed an amended complaint (the “Coyne Amended Complaint”); furthermore, on January
30, 2014, the plaintiff in the Solak Action filed an amended complaint (the “Solak Amended Complaint”) (together, the “Amended Complaints”). The
Amended Complaints incorporate all of the allegations in the original complaints and add allegations that the Board approved the Statement which omitted
certain material information in violation of their fiduciary duties. The Amended Complaints further request an order directing the Board to disclose such
allegedly omitted material information and, if necessary, extend the closing of the Tender Offer to permit such information to be disseminated to the
Company’s stockholders. Additionally, the Solak Amended Complaint adds allegations that the Board breached its fiduciary duties in allowing an allegedly
conflicted financial advisor and management to lead the sales process.
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On January 28, 2014, the plaintiffs in the Coyne and Dixon Actions jointly filed a motion in each action for a temporary restraining order,
expedited discovery, and the scheduling of a hearing for the plaintiffs’ anticipated motion for temporary injunction seeking expedited discovery and a hearing
date in anticipation of a motion for a temporary injunction.  CEC and the individual defendants filed responses to those motions on January 31, 2014.

On February 6, 2014, the plaintiff in the LMPERS Action filed a motion to join the January 28 motion, and the plaintiff in the Solak Action filed
a motion for expedited proceedings in anticipation of a motion for a temporary injunction.

On February 7, 2014 and February 11, 2014, the plaintiffs in the four actions pending in Kansas withdrew their respective motions and
determined to pursue a consolidated action for damages after the Tender Offer closes.

The Company believes these lawsuits are without merit and intends to defend them vigorously; however, we are presently unable to predict the
ultimate outcome of this litigation. See further discussion of the Merger in Note 13. Subsequent Events.

Note 8. Income Taxes:

The components of income tax expense are as follows:

 Fiscal Year

 2013  2012  2011
 (in thousands)

Current tax expense (benefit):      
Federal $ 26,950  $ 23,903  $ 9,502
State 4,191  2,936  4,409
Foreign 78  77  (61)

 31,219  26,916  13,850
Deferred tax expense (benefit):      

Federal (2,099)  (619)  20,305
State (732)  (36)  (353)
Foreign (194)  (181)  340

 (3,025)  (836)  20,292
Income tax expense $ 28,194  $ 26,080  $ 34,142

A reconciliation of the federal statutory income tax rate to our effective tax rates is as follows:

 Fiscal Year

 2013  2012  2011

Federal statutory rate 35.0 %  35.0 %  35.0 %
State income taxes, net of federal benefit 3.0  3.4  4.0
Federal income tax credits, net (1.2)  (0.5)  (1.5)
Other 0.3  (0.5)  0.8

Effective tax rate 37.1 %  37.4 %  38.3 %
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Deferred income tax assets and liabilities consisted of the following:

 At Year End

 2013  2012
 (in thousands)

Deferred tax assets:    
Accrued vacation $ 2,180  $ 2,010
Unearned revenue 3,645  4,204
Deferred rent 23,209  22,232
Stock-based compensation 2,781  2,380
Accrued insurance and employee benefit plans 7,915  7,790
Unrecognized tax benefits  (1) 1,373  1,817
Other 2,880  2,161
Gross deferred tax assets 43,983  42,594

Deferred tax liabilities:    
Depreciation and amortization (96,394)  (100,147)
Prepaid assets (1,636)  (1,575)
Other (1,693)  (919)
Gross deferred tax liabilities (99,723)  (102,641)

Net deferred tax liability $ (55,740)  $ (60,047)
Amounts reported on Consolidated Balance Sheets:    

Current deferred tax asset $ 2,091  $ 2,884
Noncurrent deferred tax liability (57,831)  (62,931)

Net deferred tax liability $ (55,740)  $ (60,047)
_______________________
(1) Amount represents the value of future tax benefits that would result if the liabilities for uncertain state tax positions and accrued interest related to uncertain tax positions are

settled.

We file numerous income tax returns in U.S. federal, state, local and foreign jurisdictions. As a matter of ordinary course, we are subject to regular
examination by various tax authorities. In general, the U.S. federal statute of limitations has expired for our federal tax returns filed for tax years ended before
2010 (with the exception of adjustments included in amended returns filed in 2011, 2012 and 2013 for tax years 2006 through 2009). In addition, certain of
our federal and state income tax returns are currently under examination and are in various stages of the audit/appeals process. In general, both state and
Canadian tax returns with open statutes of limitations include tax years 2009 through 2012.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

 Fiscal Year

 2013  2012  2011
 (in thousands)

Balance at beginning of period $ 2,923  $ 4,497  $ 4,363
Additions for tax positions taken in the current year 223  511  487
Increases for tax positions taken in prior years 463  1,076  2,117
Decreases for tax positions taken in prior years (422)  (1,063)  (1,440)
Settlement with tax authorities (283)  (1,699)  (876)
Expiration of statute of limitations (306)  (399)  (154)

Balance at end of period $ 2,598  $ 2,923  $ 4,497
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At December 29, 2013, the balance of unrecognized tax benefits was $2.6 million, excluding interest and penalties. If this balance were
recognized, our tax provision for income taxes would decrease by $1.8 million. Additionally, within the next 12 months we could settle or otherwise conclude
certain ongoing tax audits and/or have certain statutes of limitations expire, and as such, it is reasonably possible that the liability for unrecognized tax
positions could decrease within the next 12 months by as much as $1.6 million.

We recorded a net reversal of interest and penalties related to unrecognized tax benefits of $0.3 million in 2013 and expense for interest and penalties
related to unrecognized tax benefits of $0.2 million and $1.0 million in 2012 and 2011, respectively. The total accrued interest and penalties related to
unrecognized tax benefits was $1.9 million and $2.6 million in 2013 and 2012, respectively.

Note 9. Earnings Per Share:
Basic earnings per share (“EPS”) represents net income divided by the weighted average number of common shares outstanding during the period.

Common shares outstanding consist of shares of our common stock and certain unvested shares of restricted stock containing nonforfeitable dividend rights.
Diluted EPS represents net income divided by the basic weighted average number of common shares and, if dilutive, potential common shares outstanding
during the period. Potential common shares represent the incremental common shares issuable upon the vesting of unvested shares of restricted stock. The
dilutive effect of potential common shares is determined using the treasury stock method, whereby unamortized stock-based compensation cost of unvested
restricted stock, and any associated excess tax benefits are assumed to be used to repurchase our common stock at the average market price during the period.

The following table sets forth the computation of basic and diluted EPS:

 Fiscal Year

 2013  2012  2011
 (in thousands, except per share data)

Numerator:      
Net income $ 47,824  $ 43,590  $ 54,962

Denominator:      
Basic weighted average common shares outstanding 17,088  17,545  19,072
Potential common shares for restricted stock and stock options 138  73  49
Diluted weighted average common shares outstanding 17,226  17,618  19,121

Earnings Per Share:      
Basic $ 2.80  $ 2.48  $ 2.88
Diluted $ 2.78  $ 2.47  $ 2.88

Stock options to purchase 37,500 shares of our common stock were not included in the diluted EPS computations in 2011 because the exercise
prices of these options were greater than the average market price of our common shares and, therefore, their effect would be antidilutive. All of the outstanding
stock options expired in March 2012.

Note 10. Stockholders’ Equity:
We have one class of common capital stock, our common stock, as disclosed on our Consolidated Balance Sheets. Holders of our common stock

are entitled to one vote per share held on all matters submitted to a vote of the stockholders.

Our articles of incorporation authorize our Board of Directors (“Board”), at its discretion, to issue up to 500,000 shares of Class B Preferred
Stock (“Preferred B Stock”), par value $100.00. Shares of Preferred B Stock may be issued in one or more series and are entitled to dividends, voting powers,
liquidation preferences, conversion and redemption rights and certain other rights and preferences as determined by the Board. As of December 29, 2013 and
December 30, 2012, there were no shares of Preferred B Stock issued or outstanding.
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Stock Repurchase Program
On April 30, 2013, our Board authorized a $100 million increase to our existing Board approved stock repurchase program. During 2013,  2012

and 2011, we repurchased, under our repurchase program, 526,246 shares, 406,507 shares and 2,279,603 shares, respectively, of our common stock at an
aggregate purchase price of $18.1 million,  $14.4 million and $79.8 million, respectively. As of December 29, 2013,  $128.9 million remained available for us
to repurchase shares of our common stock in the future, under our approved stock repurchase program.

In accordance with the Merger Agreement, our ability to repurchase shares of our common stock is restricted. If the Merger is not completed, we
will continue to base future stock repurchase decisions on a number of factors, including our working capital needs, our debt repayment obligations, the
market price of our common stock and economic and market conditions. Our stock repurchase program does not have an expiration date, and repurchases
may be effected from time to time through open market purchases, accelerated share repurchases or in privately negotiated transactions. Although there are no
current plans to modify the implementation of our stock repurchase program, our Board may elect to accelerate, expand, suspend, delay or discontinue the
program at any time. See further discussion of the Merger in Note 13. Subsequent Events.

Cash Dividends
On October 29, 2013, our Board approved a 13% increase in the Company’s quarterly cash dividend. We declared dividends to common

stockholders during 2013 and 2012 of $17.4 million and $16.2 million, respectively. In accordance with the Merger Agreement, our ability to declare
dividends is restricted. If the Merger is not completed, we will continue to base future dividend decisions on a number of factors, including our consolidated
operating results, financial condition and debt covenants that affect our ability to pay dividends. See further discussion of the Merger in Note 13. Subsequent
Events.

Note 11. Stock-Based Compensation Plans:
Our stock-based compensation plans permit us to grant awards of restricted stock to our employees and non-employee directors. Certain of these

awards are subject to performance-based criteria. The fair value of all stock-based awards on the date of grant, less estimated forfeitures, if any, is recognized
as stock-based compensation expense in our Consolidated Financial Statements over the period that services are required to be provided in exchange for the
award. In accordance with the Merger Agreement, our ability to grant restricted stock awards to our employees and non-employee directors is restricted. If the
Merger is not completed, we will continue to grant restricted stock awards based on our stock-based compensation plans. See further discussion of the Merger
in Note 13. Subsequent Events.

The following table summarizes stock-based compensation expense and the associated tax benefit recognized in our Consolidated Financial
Statements:

 Fiscal Year

 2013  2012  2011
 (in thousands)

Total stock-based compensation cost $ 8,660  $ 7,595  $ 7,376
Portion capitalized as property and equipment (1) (179)  (127)  (191)
Stock-based compensation expense recognized $ 8,481  $ 7,468  $ 7,185
Tax benefit recognized from stock-based compensation awards $ 3,377  $ 2,947  $ 2,731

_______________________
(1) We capitalize the portion of stock-based compensation costs related to our design, construction, facilities and legal departments that are directly attributable to our

store development projects, such as the design and construction of a new store and the remodeling and expansion of our existing stores. Capitalized stock-based
compensation cost attributable to our store development projects is included in “Property and equipment, net” on our Consolidated Balance Sheets.

As of December 29, 2013, unrecognized pre-tax stock-based compensation cost of $11.7 million related to restricted stock awards granted will be
recognized over a weighted average remaining vesting period of 1.6 years.
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Restricted Stock Plans
We maintain a restricted stock plan for our employees under which 2,300,000 shares are authorized to be granted before December 31, 2014.

Shares awarded under the employee restricted stock plan generally provide for a vesting period of at least one year and no more than five years. The full award
generally may not vest in less than three years, nor vest on terms that are more favorable than pro-rata vesting over a period of three years. Although the terms
and conditions of the individual agreements governing the awards may vary, each agreement is subject to the terms, conditions and limitations of the employee
restricted stock plan. The employee restricted stock plan also provides for the granting of restricted stock units; however, as of December 29, 2013 none have
been issued.

Certain shares awarded under the employee plan are performance-based. The number of performance-based shares that ultimately vest ranges from
zero to 100 percent of the number of shares initially granted and are based on performance tied to our total revenues during the fiscal year granted. The total
revenues targets are set at the beginning of each fiscal year.

We have also adopted a restricted stock plan for our non-employee directors under which 215,000 shares are authorized to be granted before
May 1, 2020. Shares awarded under the non-employee directors’ restricted stock plan generally provide for an annual pro-rata vesting period over four years.

As of December 29, 2013, a total of 1,006,749 shares remained available for future grant under our current restricted stock plans, including
942,811 for employees and 63,938 for non-employee directors. Shares of unvested stock issued under a restricted stock award are nontransferable and
subject to the forfeiture restrictions. Unvested shares that are forfeited or cancelled may be re-granted under the plans.

Certain unvested shares of restricted stock awards contain nonforfeitable dividend rights, and therefore, cash dividends are accrued but not paid
until the restricted stock vests. The following table summarizes 2013 restricted stock activity for all plans:

 
Restricted

Shares  

Weighted
Average

Grant  Date
Fair Value

Unvested restricted stock awards, December 30, 2012 547,077  $ 35.94
Granted 292,050  $ 30.99
Vested (223,283)  $ 33.69
Forfeited (51,431)  $ 34.56

Unvested restricted stock awards, December 29, 2013 564,413  $ 34.39

During 2013, employees and non-employee directors tendered 71,930 shares of their common stock to satisfy tax withholding requirements on the
vesting of their restricted stock at an average price per share of $30.76.

In 2012 and 2011, we granted 240,187 and 233,562 shares of restricted stock at a weighted average grant date fair value of $37.79 and $37.95
per share, respectively. The total fair value of shares that vested during 2013,  2012 and 2011 was $7.5 million,  $7.2 million and $7.6 million, respectively.

Pursuant to the Merger Agreement, the Company agreed that shares of restricted stock subject to vesting requirements will automatically vest in
connection with the Merger and, at the effective time of the Merger, each such share of restricted stock shall be cancelled and converted into the right to receive
an amount equal to the Offer Price plus an amount in cash equal to all accrued but unpaid dividends relating to such shares, without interest and less any
withholding required by applicable tax laws. See further discussion of the Merger in Note 13. Subsequent Events.
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Note 12. Quarterly Results of Operations  (Unaudited):
The following table summarizes our unaudited quarterly condensed consolidated results of operations in 2013 and 2012:

 Quarters in Fiscal Year 2013

 
March 31,

2013  
June 30,

2013  
Sept. 29,

2013  
Dec. 29,

2013
 (in thousands, except per share data)
Food and beverage sales $ 115,801  $ 86,517  $ 87,170  $ 79,096
Entertainment and merchandise sales 138,402  103,926  107,629  98,198

Company store sales 254,203  190,443  194,799  177,294
Franchise fees and royalties 1,100  1,501  1,107  1,274

Total revenues $ 255,303  $ 191,944  $ 195,906  $ 178,568
Operating income (1) $ 56,221  $ 13,465  $ 13,225  $ 560
Income (loss) before income taxes (1) $ 54,029  $ 11,426  $ 11,947  $ (1,384)

Net income (loss) (1) $ 33,257  $ 7,239  $ 7,439  $ (111)

Earnings (loss) per share:        
Basic $ 1.92  $ 0.42  $ 0.44  $ (0.01)

Diluted $ 1.90  $ 0.42  $ 0.43  $ (0.01)
 

 Quarters in Fiscal Year 2012

 
April 1,
2012  

July 1,
2012  

Sept. 30,
2012  

Dec. 30,
2012

 (in thousands, except per share data)
Food and beverage sales $ 115,902  $ 84,882  $ 90,406  $ 81,758
Entertainment and merchandise sales 129,524  96,274  105,223  94,968

Company store sales 245,426  181,156  195,629  176,726
Franchise fees and royalties 1,332  1,259  921  1,031

Total revenues $ 246,758  $ 182,415  $ 196,550  $ 177,757
Operating income (2) $ 54,777  $ 8,543  $ 14,467  $ 1,284
Income (loss) before income taxes (2) $ 52,806  $ 6,460  $ 12,436  $ (2,032)

Net income (loss) (2) $ 32,304  $ 4,079  $ 7,794  $ (587)

Earnings (loss) per share:        
Basic $ 1.82  $ 0.23  $ 0.45  $ (0.03)

Diluted $ 1.81  $ 0.23  $ 0.45  $ (0.03)

 _______________________
(1) The results for the second, third and fourth quarters of 2013 include asset impairments of $0.2 million,  $0.5 million and $2.3 million, respectively.
(2) The results for the first, second, third and fourth quarters of 2012 include asset impairments of $0.3 million,  $2.4 million,  $0.8 million and $3.2 million, respectively.

Quarterly operating results are not necessarily representative of operations for a full year. EPS amounts in each quarter are computed using the
weighted average number of shares outstanding during the quarter and may not sum to EPS for the full year, which is computed using the weighted average
number of shares outstanding during the full year.
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Note 13. Subsequent Events:
Merger Agreement: On January 15, 2014, the Company, Queso Holdings Inc. (“Parent”), a Delaware corporation, and Q Merger Sub Inc.

(“Merger Sub”), a Kansas corporation and a wholly-owned subsidiary of Parent, entered into an Agreement and Plan of Merger (the “Merger Agreement”),
pursuant to which, among other things, Merger Sub commenced a tender offer (the “Tender Offer”) to purchase all of the Company’s issued and outstanding
shares of common stock at a price of $54.00 per share payable net to the seller in cash, without interest (the “Offer Price”), and subject to deduction for
applicable withholding taxes. Following completion of the Tender Offer and subject to the terms and conditions of the Merger Agreement, Merger Sub will be
merged with and into the Company (the “Merger”), with the Company surviving the Merger as a wholly-owned subsidiary of Parent. At the time the Merger
becomes effective, all remaining outstanding shares of common stock of the Company not tendered in the Tender Offer (other than such shares owned by
Parent, Merger Sub and the Company) will be cancelled and converted into the right to receive the Offer Price, and any such shares held by stockholders who
have properly perfected their statutory rights of appraisal pursuant to the applicable provisions of Section 17-6712 of the Kansas General Corporation Code,
will be cancelled and converted into the right to receive appraisal value for such shares.

Under certain circumstances, including in the event that the conditions to the Tender Offer are not satisfied or waived on any expiration date of the
offer on or after March 1, 2014, Merger Sub will have the option to terminate the Tender Offer, in which event the parties have agreed to complete the Merger
without the prior completion of the Tender Offer.

Merger Sub commenced the Tender Offer, on January 16, 2014. The Tender Offer will initially expire at 9:30 A.M. (New York time) on February
14, 2014, and may be extended under certain circumstances as described in the Merger Agreement. Each share of common stock accepted by Merger Sub in
accordance with the terms of the Tender Offer will be exchanged for the right to receive the Offer Price. Subject to the satisfaction or waiver of the conditions to
the Tender Offer, Merger Sub will accept for payment all common shares validly tendered and not validly withdrawn as soon as practicable following the
expiration of the Tender Offer (the “Acceptance Time”).

Rights Agreement: On January 15, 2014, the Board of the Company authorized and declared a dividend of one preferred share purchase right (a
“Right”) for each share of common stock, and the Company entered into a Rights Agreement (the “Rights Agreement”) with Computershare Trust Company,
N.A., as rights agent (the “Rights Agent”). Each Right entitles the registered holder to purchase from the Company one ten-thousandth of a share of Series B
Junior Participating Preferred Stock, par value $100.00 per share (the “Preferred Shares”), of the Company at a price of $54.00 per one ten-thousandth of a
Preferred Share, subject to adjustment. The Rights become exercisable in the event any person or group, excluding Parent or Merger Sub, acquires 10% or more
of the common shares without the approval of the Board. The Rights Agent currently serves as the Company’s transfer agent with respect to its shares of
common stock and also has been appointed transfer agent with respect to the Preferred Shares, if any, that may be issued pursuant to the exercise of rights
issued under the Rights Agreement. The Rights Agreement has a final expiration date of January 14, 2015.

71



Table of Contents

ITEM 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.
None.

ITEM 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures
We performed an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures under the supervision and

with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, as of the end of the period covered by this report.
Based on that evaluation, our management, including our Chief Executive Officer and Chief Financial Officer, has concluded that our disclosure controls and
procedures were effective at the reasonable assurance level as of December 29, 2013 to ensure that information required to be disclosed by us in the reports we
file or submit under the Securities Exchange Act of 1934, as amended, was (a) recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission’s rules and forms and (b) accumulated and communicated to our management, including our Chief
Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.

In designing and evaluating the disclosure controls and procedures, management recognized that any controls and procedures, no matter how well
designed and operated, can provide only a reasonable assurance of achieving the desired control objectives.

Management’s Annual Report on Internal Control over Financial Reporting
Our management is responsible for establishing and maintaining adequate internal control over financial reporting. As defined in Exchange Act

Rule 13a-15(f), internal control over financial reporting is a process designed by, or under the supervision of, our Chief Executive Officer and Chief Financial
Officer and effected by our Board of Directors, management and other personnel, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles and includes those
policies and procedures that (i) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of
our assets; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that our receipts and expenditures are being made only in accordance with authorizations of management and our
directors; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that
could have a material effect on the financial statements. Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements.

Our management, including our Chief Executive Officer and Chief Financial Officer, assessed the effectiveness of our internal control over
financial reporting as of December 29, 2013 based on the criteria established in “Internal Control – Integrated Framework (1992)” issued by the Committee of
Sponsoring Organizations of the Treadway Commission. Based on our management’s assessment, we have concluded that, as of December 29, 2013 our
internal control over financial reporting was effective based on those criteria.

Deloitte & Touche LLP, the independent registered public accounting firm that audited our financial statements included in this Annual Report on
Form 10-K, has issued an attestation report on our internal control over financial reporting as of December 29, 2013,  which is included in Part II, Item 8.
“Financial Statements and Supplementary Data” under the caption “Report of Independent Registered Public Accounting Firm.”

Changes in Internal Control over Financial Reporting

During the quarterly period ended December 29, 2013, there has been no change in our internal control over financial reporting that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

ITEM 9B. Other Information.
None.
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PART III

ITEM 10. Directors, Executive Officers and Corporate Governance.
The information required by this Item regarding our directors and executive officers is incorporated by reference from and will be included in our

Information Statement to be filed pursuant to Regulation 14F in connection with the possible appointment of persons to the Board of Directors of the Company,
under the captions “Board of Directors”, “Meetings and Committees of the Board of Directors”, “Corporate Governance”, “Executive Officers”, “Section
16(a) Beneficial Ownership Reporting Compliance” and “Audit Committee Disclosure.”

We have adopted a Code of Ethics for the Chief Executive Officer, President and Senior Financial Officers (the “Code of Ethics”) that applies to
the Chief Executive Officer, President, Chief Financial Officer and Principal Accounting Officer. Changes to and waivers granted with respect to the Code of
Ethics related to the above named officers required to be disclosed pursuant to applicable rules and regulations will also be posted on our website at
www.chuckecheese.com.

ITEM 11. Executive Compensation.
The information required by this Item regarding our directors and executive officers is incorporated by reference from and will be included in our

Information Statement to be filed pursuant to Regulation 14F in connection with the possible appointment of persons to the Board of Directors of the Company,
under the captions “Meetings and Committees of the Boards of Directors”, “Compensation Discussion and Analysis”, “Compensation Committee Report”,
“Executive Compensation” and “Director Compensation.”

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.
The information required by this Item is incorporated by reference from and will be included in our Information Statement to be filed pursuant to

Regulation 14F in connection with the possible appointment of persons to the Board of Directors of the Company, under the captions “Executive Compensation
– Equity Compensation Plan Information” and “Security Ownership of Certain Beneficial Owners and Management.”

ITEM 13. Certain Relationships and Related Transactions, and Directors Independence.
The information required by this Item is incorporated by reference from and will be included in our Information Statement to be filed pursuant to

Regulation 14F in connection with the possible appointment of persons to the Board of Directors of the Company, under the captions “Certain Relationships
and Related Transactions” and “Meetings and Committees of the Board of Directors.”
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ITEM 14. Principal Accountant Fees and Services.
The firm of Deloitte & Touche LLP was the independent registered public accounting firm for the audit of the Company’s annual consolidated

financial statements included in the Company’s annual report on Form 10-K, the review of the consolidated financial statements included in the Company’s
quarterly reports on Forms 10-Q and for services that are normally provided by accountants in connection with statutory and regulatory filings or engagements
for the fiscal years ended December 29, 2013 and December 30, 2012. The following table presents fees billed or expected to be billed for professional services
rendered by Deloitte & Touche LLP for the audit of the Company’s annual consolidated financial statements, audit-related services, tax services and all other
services rendered by Deloitte & Touche LLP for the Company’s 2013 and 2012 fiscal years:

  Fiscal 2013  Fiscal 2012
Audit Fees (1)  $ 595,000  $ 545,376
Audit-related Fees (2)  170,000  —
Tax fees (3)  —  —
All other fees (4)  —  —
    Total  $ 765,000  $ 545,376

_______________________
(1) “Audit fees” are fees billed by Deloitte & Touche LLP for professional services rendered for the audit of the Company’s annual consolidated

financial statements (including services incurred with rendering an opinion under Section 404 of the Sarbanes-Oxley Act of 2002) included in the
Company’s Form 10-K, the review of the Company’s quarterly consolidated financial statements included in the Company’s Forms 10-Q, and
includes fees for services that are normally incurred in connection with statutory and regulatory filings or engagements, such as consents, comfort
letters, statutory audits, attest services and review of documents filed with the Securities and Exchange Commission.

(2) “Audit-related fees” are fees billed by Deloitte & Touche LLP for assurance services that are reasonably related to the performance of the audit or
review of the Company’s consolidated financial statements or other attestation services or consultations that are not reported under audit fees.

(3) “Tax fees” are fees billed by Deloitte & Touche LLP for professional services rendered for tax compliance, tax planning and tax advice.

(4) “All other fees” are fees billed by Deloitte & Touche LLP for any professional services not included in the first three categories.

All audit services, audit related services, and other services were pre-approved by the Audit Committee, which concluded that the provision of
such services by Deloitte & Touche LLP was compatible with the maintenance of that firm’s independence in the conduct of its auditing functions.
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